
RITA Annual Municipal Income Tax 
Update Webinar  

January 20, 2023

To watch the archived webinar click here: 
*Please note: CPE is only available for live webinars, it is 
not available on demand. 

https://player.vimeo.com/video/792942670?h=1fd49f9fe0&amp;badge=0&amp;autopause=0&amp;player_id=0&amp;app_id=58479


Municipal Income Tax Webinar

Agenda

o What’s New 
o Overview of Remote Work and 

Municipal Income Tax in New 
Environments
o Refunds
o Returns
o Withholding
o Estimates

o Litigation/Legislative Updates
o Potential Impact on New Blended 

Workplaces and Employers, Employees 
and Municipalities

o Q&A
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2023 Filing Deadline

Tuesday,
April 18, 2023

APRIL 17, 2023
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Growing to Serve

RITA now serves 
cities and villages 
in 79 of Ohio’s 88 
Counties
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2022 
New RITA 
Municipalities
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LINCOLN HEIGHTS

Village of Lincoln Heights
Hamilton County

Start Date 10/1/22

CALDWELL

Village of Caldwell
Noble County

Start Date 1/1/22

NASHVILLE

Village of Nashville
Holmes County

Start Date 1/1/22

LOCKINGTON

Village of Lockington
Shelby County

Start Date 1/1/22

Village of Utica
Licking County

Start Date 7/1/22

UTICA

NAPOLEON

City of Napoleon
Henry County

Start Date 7/1/22

TUSCARAWAS

Village of Tuscarawas 
Tuscarawas County
Start Date 7/1/22

MALINTA

Village of Malinta
Henry County

Start Date 1/1/22

ORRVILLE

City of Orville
Wayne County

Start Date 2/1/22

BURBANK

Village of Burbank
Wayne County

Start Date 7/1/22

DOYLESTOWN

Village of Doylestown
Wayne County

Start Date 1/1/22

HAMILTON

City of Hamilton
Butler County

Start Date 1/1/22

MINERVA

Village of Minerva
Stark County

Start Date 7/1/22

PIQUA

City of Piqua
Miami County

Start Date 10/1/22

SOUTH AMHERST

Village of South Amherst
Lorain County

Start Date 10/1/22

STONE CREEK

Village of Stone Creek
Tuscarawas County
Start Date 7/1/22



2023 New RITA Members

Beginning 1/1/23

o Village of Crooksville—Perry County
o Village of Fayetteville—Brown County
o Village of Forest—Hardin County
o City of Nelsonville—Athens County
o Village of Rutland—Meigs County
o Village of Spencerville—Allen County
o Village of Walton Hills—Cuyahoga 

County

Beginning 2/1/23

o City of Bedford—Cuyahoga County
o Village of Octa—Fayette County 
o Village of Smithville—Wayne County

View the entire list of RITA Municipalities at ritaohio.com/municipalities

https://www.ritaohio.com/Municipalities


New Income Tax Rates
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MeF Partners

o Individual
o ATX
o Blockworks
o CCH Prosystem FX
o Drake
o GOsystem/ONESOURCE
o LACERTE
o OLT (Online Tax)
o TaxAct
o Ultra Tax

2022 Updates
Note: Some partners are still 
completing their testing. The 
website will be updated as 
they finish the testing 
process.
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MeF Partners

o Net Profit
o Drake
o UltraTax
o CCH
o GOsystem

Note: Form 27 Returns for clients 
with multiple rental properties, 
in multiple municipalities, are 
now easier to file using MeF

2022 Updates
Note: Some partners are still 
completing their testing. The 
website will be updated as 
they finish the testing 
process.
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MeF Partners
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@turbotax

@intuit 

Phone:  1.800.446.8848 TurboTax
Phone: 1.833.225.7459 ProSeries 
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Individual Tax 
Updates



Tax Year 2022 
Form 10A Changes

o Use 2022 Form
o Check box at the top if 

any portion of the 
request is related to 
Covid-19.

o Use Reason No. 2 for 
working from home

Tax Year 2022 – Form 10A
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Tax Year 2022 
Form 10A 

o Calculation of Days 
Worked Outside of the 
Withheld Municipality

o Log of Days Worked 
Outside of Withheld 
Municipality  

Tax Year 2022
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Tax Year 2022 
Form 10A Employer 
Certification
o Verification of the 

number of days the 
employee worked in the 
withheld municipality.

o Verification that 
employer has not 
already refunded the 
withholding to the 
employee.  

Tax Year 2022
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Tax Year 2022 – Form 37 

o Unchanged for 2022

2022 Form 37 
Individual Income 
Tax Return 
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Tax Year 2022 
Form 37 Instructions for 
Refunded Withholding

Tax Year 2022 – Form 37
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Tax Year 2022 
Form 37 Instructions for 
Refunded Withholding

Tax Year 2022 – Form 37
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• In response to the COVID-19 pandemic, Ohio law permitted 
employers to withhold municipal income tax from employee wages 
as if employees are working in the office, regardless of where they 
have been performing their work. 

• That rule ended December 31, 2021.

• January 1, 2022 we returned to the “old” municipal income tax 
withholding rules. 

Remote Work and Municipal Tax Withholding
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Remote Work and Municipal Tax Withholding

o Fully Remote – withhold for 
the employee’s residence 
municipality, at the full rate, 
as the workplace. 

o Fully In Office – withhold like 
it’s March 8, 2020.

Old Rules – New 
Schedules 
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Remote Work and Municipal Tax Withholding

o Hybrid schedules
o Withhold day by day where work 

is performed; 
o Prorate wages between office 

and home, based on actual or 
expected schedules and 
withhold accordingly;          

o For wages earned at home, the 
home municipality is treated 
like another work location, this 
is not courtesy residence 
withholding.   

Old Rules – New 
Schedules
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W2 Examples
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So many ways to show the same 
thing…

• This example is pretty standard.
• Wages broken out by 

amount earned in each 
municipality in Box 18.

• Corresponding withholding 
and work municipality listed 
in Boxes 19 and 20.



W2 Examples
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So many ways to show the same 
thing…

• Another possibility-
• Total wages listed in Box 18

• Corresponding withholding 
for each work municipality 
listed separately in Box 19.



W2 Examples
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So many ways to show the same 
thing…

• Still another possibility-
• Each work municipality has it’s 

own W2 form, showing wage, 
withholding and work 
municipalities on separate 
forms.



Tax Year 2022 – Form 37 

o How should employees report 
wages earned in 2 different 
municipalities?

o How should employees complete 
Form 10A and 37 to account for 
incorrect withholding?

o How should a taxpayer reflect a 
workplace withholding refund on 
Form 37? 

2022 Form 37 
Individual Income 
Tax Return 
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Form 37 
Example

o Example how to complete Form 37 
when using hybrid W2 data.
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Tax Year 2022 –
Form 37 Example 

EXAMPLE 

o Steve Rogers

o Lives in Ashville

o Earned $100,000 in 2022

o Worked a Hybrid schedule, 3 days in 
Grove City, 2 days at home in 
Ashville.

o Employer correctly withheld tax for 
both locations in hybrid schedule.
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Tax Year 2022 –
Form 37 Example 

ON PAGE 1:
o Steve completes the 

demographic section at the 
top 
o Single Filer check box
o Full Year Resident check box

o Indicates Ashville as City of 
Residence.
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Tax Year 2022 –
Form 37 Example 

ALSO ON PAGE 1:
o Steve completes Section A.

o $60,000 earned in Grove City 
for his 3 days per week.

o $40,000 Earned in Ashville for 
his two days from home.

o This Section A example is how 
we need to see this reported 
regardless of which W2 example 
the employee has.

o Will help speed up processing 
to follow this format. 
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Tax Year 2022 –
Form 37 Example 

ON PAGE 2:
o Steve completes the 

resident tax calculation 
for Ashville.
o Line 1a $100,000 total 

earnings
o Line 3 $1,000 gross tax 

due Ashville
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Tax Year 2022 –
Form 37 Example 

ALSO ON PAGE 2:
o Steve completes the Credit Rate 

worksheet.  
o Only use income earned in  Grove 

City to compute credit.
o $60,000 X .00 credit rate for Ashville 

equals $0 credit for withholding.
o Carry the $0 to Line 5b.
o Less of withholding or Credit rate on Line 

5c.
o Multiply 5c by Ashville Credit Factor of .00.
o Credit on Line 6 is $0.
o Enter the $400 tax withheld for Ashville on 

Line 7a.
o Total credit on Line 8 is $400.
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Tax Year 2022 –
Form 10A Example 1

ON PAGE 2:
o Tax Due on Lines 9 and 12 

to Ashville  is $600.
o $ 1000 tax -$400 credit.

o Steve made $550 in 
estimated payments on 
shown on Line 13.

o Balance due for 2022 on 
Line 16 is $50.

o Steve sets up a $600 
estimate for 2023 on Line 
20a.

o Shows 25% of estimate on 
Line 20b and 21.

o Steve needs to pay the 
total due on Line 22 of 
$200 by April 18, 2023.

Tax Year 2022 –
Form 37 Example 
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Form 10A/37 
Example

o EXAMPLE 
o RITA resident fully withheld for work 

city but worked a hybrid schedule 
with days at home.

o Form 10A
o Form 37
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Tax Year 2022 –
Form 10A Example 

ON PAGE 1:
o Keith completes the demographic 

section at the top 
o Chooses reason #2 for Days 

Worked from Home.
o Checks the box indicating the  

refund is a result of Days worked 
away from the office in response 
to COVID-19.
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Tax Year 2022 –
Form 10A Example ALSO ON PAGE 1:

o Keith completes the Claim 
Summary at the bottom of the 
page.
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Tax Year 2022 –
Form 10A Example 

ON PAGE 3:
o Keith completes the 

Calculation of Days 
Worked Outside of 
RITA Municipality
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Tax Year 2022 –
Form 10A Example 

ALSO ON PAGE 3:
o Keith completes the 

Log of Days Out.  
o This total does not 

include days in the 
office or days not 
worked (Vacation, 
Holiday, Sick or 
Personal time off.)
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Tax Year 2022 –
Form 10A Example 1
ON PAGE 2:
o Keith’s employer 

completes and signs 
the Employer 
Certification.  

o Keith signs the form 
and mails to the 
address for refunds 
listed on the form.

Tax Year 2022 –
Form 10A Example 
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Tax Year 2022 –
Form 10A Example 

FOR TAX YEAR 2022 KEITH:
o Has $59,400 not applicable to Brecksville 

withholding, for an $1188.00 gross refund 
amount.

o Owes Avon Lake $891 on the non-taxed income.

o Is transferring $891 from his refund to his 
individual account to cover tax due Avon Lake.

o Is due a net Refund of $297.00.
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Tax Year 2022 – Form 37

o Keith Richards 2022 Form 37
o From Form 10A Example 1

Form 37
Example 
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Tax Year 2022 –
Form 37 Example 

ON PAGE 1:
o Keith completes the 

demographic section at the 
top 
o Single Filer check box
o Full Year Resident check box

o Indicates Avon Lake as City of 
residence.
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Tax Year 2022 –
Form 37 Example 

ALSO ON PAGE 1:
o Keith completes Section A.

o Due to the refund from the 
workplace of Brecksville, Keith 
will have 2 wage entries in 
Section A.
o $30,600 which represents the 

“taxed” income from the 10A 
form

o $59,400 which represents the 
“non-taxed” income after the 
workplace tax refund from 
Brecksville.
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Tax Year 2022 –
Form 37 Example 

ON PAGE 2:
o Keith completes the 

resident tax calculation 
for Avon Lake.
o Line 1a $90,000 total 

earnings.
o Line 3 $1350 gross tax 

due Avon Lake.
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Tax Year 2022 –
Form 37 Example 

ALSO ON PAGE 2:
o Keith completes the Credit Rate 

worksheet.  
o Only use income “taxed” by 

Brecksville to compute credit.
o $30,600 X 1.5% credit rate for 

Avon Lake equals $459 credit 
for withholding.

o Carry this number to Line 5b.
o Less of withholding or Credit rate on 

Line 5c.
o Multiply 5c by Avon Lake Credit 

Factor of 100%
o Credit on Lines 6 and 8 is $459
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Tax Year 2022 –
Form 10A Example 1

ON PAGE 2:
o Tax Due on Lines 9 and 12 

to Avon Lake is $891. 
o $1350 tax -$459 credit.

o Keith elected to apply $891 
of his refund to his 
account.
o Show on Line 14, if other 

credits exist, add them 
together.

o Balance due is $0
o Keith needs to sign and 

mail the form by April 18, 
2023.

Tax Year 2022 –
Form 37 Example 
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Tax Year 2022 – Form 37

o Amilyn Holdo 2022 Form 37
o RITA resident with Non-RITA work city 

refund.Form 37
Example 2
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Tax Year 2022 –
Form 37 Example 2

EXAMPLE 
o Amilyn Holdo
o Works in Cincinnati, lives in 

Greenhills.
o Earned $150,000 in 2022
o Had days out in 2022 due to hybrid 

work schedule 60% in Cincinnati, 
40% at home in Greenhills.

• Employer withheld in full for 
Cincinnati.

• Applied for refund for Cincinnati tax 
withheld while working from home.
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Tax Year 2022 –
Form 37 Example 2

ON PAGE 1:
o Amilyn completes the 

demographic section at the 
top 
o Single Filer check box
o Full Year Resident check box

o Indicates Greenhills as City of 
residence.
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Tax Year 2022 –
Form 37 Example 2

ALSO ON PAGE 1:
o Amilyn completes Section A.

o Due to the refund from the 
workplace of Cincinnati, Amilyn 
will have 2 wage entries in 
Section A.
o $90,000 which represents the 

“taxed” income net of the 
refunded earnings.

o $60,000 which represents the 
“non-taxed” income after the 
workplace tax refund from 
Cincinnati.
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Tax Year 2022 –
Form 37 Example 2

ON PAGE 2:
o Amilyn completes the 

resident tax calculation 
for Greenhills.
o Line 1a $150,000 total 

earnings
o Line 3 $2250 gross tax 

due Greenhills.
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Tax Year 2022 –
Form 37 Example 2

ALSO ON PAGE 2:
o Amilyn completes the Credit Rate 

worksheet.  
o Only use income “taxed” by 

Cincinnati to compute credit.
o $90,000 X .5% credit rate for 

Greenhills equals $450 credit for 
withholding before the credit 
factor.

o Carry this number to Line 5b.
o Less of withholding or Credit rate on 

Line 5c.
o Multiply 5c by Greenhills Credit 

Factor of 100%
o Credit on Lines 6 and 8 is $450
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Tax Year 2022 –
Form 10A Example 1
ON PAGE 2:
o Tax Due on Lines 9 and 12 to 

Greenhills is $1800. 
o $2,250 tax -$450 credit.

o Amilyn made estimated 
payments of $2000 in 2022.
o Show on line 13.

o Has an overpayment of $200, 
which she will apply to 2023 
estimate on Line 18.

o Due to reduced credit, Amilyn 
will need to set up an estimate 
for 2022 on Line 20a, and pay 
25% by 4/18/23.

o Total due by 4/18/23 is $250
o $250 balance due for first 

quarter estimate for 2023.

Tax Year 2022 –
Form 37 Example 2

REGIONAL INCOME TAX AGENCY I January 2023



Helpful Hints for Better Processing

o Attach the 1040 XML and attachments.
o This will help to minimize requests for 

additional information.
o Make sure clients know to pay the tax due 

with the payment voucher generated with the 
return.
o System ties that confirmation 

number/payment to the Form 37 for 
release to processing.

o Check for rejections
o If you need assistance, reach out to your 

provider or RITA for assistance.

For MeF forms:
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Helpful Hints for Better Processing

o Attach all pertinent documents:
o W2 forms and attachments
o Federal Schedule 1 and all 

relevant Schedules (C, E parts 1 
and 2, F, 4797)

o Any attachments referenced as 
“see attached”

o Any statements or data 
supporting what is being 
reported on the return.

o Submit payment for any tax or 
estimate due with the form.

For All Paper Form 
37s:

o Paper form note:  Paper forms could take up to 6 weeks to be reflected in our system 
depending on when they are mailed.  We encourage as many forms to be filed electronically 
as possible, through either a software partner that supports MeF or RITA FastFile.
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Helpful Hints for Better Processing

o Attach all pertinent 
documents:
o W2 forms and attachments
o Days out logs or schedules.
o Employer certification.
o Birth Certificate, where 

required.
o Any other relevant documents 

that support the refund claim.

For all 10A forms:
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Helpful Hints for Better Processing

o Verify Estimated Payments
o Make sure to not include any  prior 

year balance due paid during TY 2022.
o Use 24 hour self serve telephone 

service.
o Not doing this could result in 

unexpected invoices to your clients.
o Verify addresses.

o We get hundreds of forms each year 
that didn’t need to be filed. Non-
residents with fully taxed income do 
not need to file.

o Only residents of RITA municipalities 
with taxable income or non-residents 
with income that needs tax paid to a 
RITA community need to file.

For all forms:
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Helpful Hints for Better Processing

o When filing forms (37 or 
10A), the earlier the better!

oDue date for forms and 
payment is April 18, 2023!For all forms:
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Litigation and 
Legislation Updates



Pending Litigation 

• Schaad v. Alder, 2022-Ohio-340 (1st Dist.), Ohio Supreme Court Case 
No. 2022-0316 – City of Cincinnati *Oral argument March 1, 2023*

• Curcio v. Hufford, G-4801 CL-22-1009, Sixth District Court of 
Appeals, appeal pending – Cities of Oregon & Toledo

• Morsy v. Dumas, CA-22-112061, Eighth District Court of Appeals, 
appeal pending – City of Cleveland 

• *NEW* Krevesic v. Chittok, CV-23-01-0031, Summit County 
Common Pleas Court – City of Akron

Litigation and Legislation Update
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Proposed 2022 Lame Duck Tax Legislation

oHB 519 – limit the late filing 
penalty to $25 per occurrence, 
and require abatement of the 
penalty for a first offense.

oHB 706 – subject the wages of 
certain agricultural visa holders to 
municipal income tax.

Municipal Income 
Tax Legislation -
Proposed
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Proposed 2022 Lame Duck Tax Legislation

oSB 327 – repeal the state income 
tax on nonbusiness income with a 
ten year phase-out.State Income Tax 

Legislation -
Proposed
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Lame Duck Tax Legislation that Passed

oThe three bills did not pass in 
lame duck.

oWill have to be reintroduced as 
new legislation in the new 135th

Ohio General Assembly.

Municipal and 
State Tax 
Legislation -
Proposed
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2023 Legislation - ?

oWhat does this legislative session 
hold?

oBiennium Budget and after? 

oWhat’s old may be new again

Municipal Income 
Tax Legislation –
135th General 
Assembly  
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New for 2023 – Sports Gaming!

oSomething new that some of you 
may be dealing with this year  

o Battle of the Sportsbooks: FanDuel,  
DraftKings, BetMGM, PointsBet….

oAll gambling winnings are taxable 
by all Ohio municipalities!

Sports Gaming
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Sports Gaming – Ohio WH Requirements

oFor winnings of $600 or 
more and odds of at least 
300 to 1 (ORC 5747.063)

Ohio requires 
withholding on 
sports gaming 
winnings
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Sports Gaming – State WH Requirements

oGives sports gaming proprietors 
ability to designate Management 
Services Provider or Mobile 
Management Services Providers 
as the taxpayer for state income 
tax withholding purposes

Proposed Rule 
Change by ODT to 
Definition of 
Taxpayer
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Sports Gaming - Municipalities

oWill Ohio municipalities apply 
withholding requirements to 
gaming winnings?

oIf so, same as Ohio’s 
requirements?
o Winnings of $600 or more and 

odds of at least 300 to 1?

Municipal Income 
Tax Withholding?

REGIONAL INCOME TAX AGENCY I January 2023



New for 2023 – Sports gaming!

oAll gambling winnings 
are taxable by all Ohio 
municipalities!

REMEMBER
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Business Compliance 
Updates
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Time to get down to…    Business : )

1. WFH impact on Form 27
2. NOL – last year of Phase In
3. 5 Common Filing Errors
4. 5 Tips for a “no-news-is-good-

news” filing year

Topics 
Covered 
Today:



Tax Year 2022 – WFH impact on Form 27

Who is required to file a Net Profit Return? ORC 718

Every corporation, partnership, trust, or estate that conducts 
business in a RITA municipality must file a return and pay tax 
on net profit earned in the municipality. 
Note: A disregarded entity or qualifying subchapter S subsidiary for 
federal income tax purposes is not considered the “taxpayer” under 
Ohio law. Instead, the “taxpayer” includes any other person who owns 
the disregarded entity or qualifying subchapter S subsidiary.
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Tax Year 2022 – WFH impact on Form 27

Who is required to file a Net Profit Return Con’t:   ORC 718.02

(A) Except as otherwise provided in division (B) of this section, net profit 
from a business or profession conducted both within and without the 
boundaries of a municipal corporation shall be considered as having a 
taxable situs in the municipal corporation for purposes of municipal 
income taxation in the same proportion as the average ratio of the 
following:
1. The average original cost of the real property and tangible personal 

property owned or used by the taxpayer…
2. Wages, salaries, and other compensation paid during the taxable 

period to individuals employed…
3. Total gross receipts of the business or profession from sales and 

rentals made and services performed …  
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Tax Year 2022 – WFH impact on Form 27

Are companies required to 
include WFH wages on 
Schedule Y for the WFH 
muni?

2022 Form 27 
Net Profit Tax Return  
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Tax Year 2022 – WFH impact on Form 27

o 718.02 (A)(2)
o Wages, salaries, and other compensation 

paid during the taxable period to 
individuals employed in the business or 
profession for services performed in the 
municipal corporation to wages, salaries, 
and other compensation paid during the 
same period to individuals employed in 
the business or profession, wherever the 
individual's services are performed, 
excluding compensation from which taxes 
are not required to be withheld under 
section 718.011 of the Revised Code;

2022 Form 27 
Net Profit     
Tax Return  
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https://codes.ohio.gov/ohio-revised-code/section-718.011


Tax Year 2022 – WFH impact on Form 27
718.02(C) 
As used in division (A)(2) of this section, 
"wages, salaries, and other compensation" 
includes only wages, salaries, or other 
compensation paid to an employee for 
services performed at any of the following 
locations:

(1) A location that is owned, controlled, or used by, 
rented to, or under the possession of one of the 
following:
o (a) The employer;
o (b) A vendor, customer, client, or patient of 

the employer, or a related member of such a 
vendor, customer, client, or patient;

o (c) A vendor, customer, client, or patient of a 
person described in division (C)(1)(b) of this 
section, or a related member of such a 
vendor, customer, client, or patient.

2022 Form 27 
Net Profit     
Tax Return  

Nope

Nope

Nope
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Tax Year 2022 – Answer

Final Answer:

Because an employee’s home 
does not meet those 
requirements, those wages are 
not required on the employer’s 
Net Profit filing  Schedule Y.

2022 Form 27 
Net Profit     
Tax Return  
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Careful NOT to take this too far!  

THIS DOES NOT APPLY TO WITHHOLDING on that compensation
…Just because WFH/ HYBRID wages are NOT included on the NP 

Apportionment formula in Schedule Y
DOES NOT MEAN you don’t have to keep track of them. 

Why?
…BECAUSE employer’s are still required by law to WITHHOLD on 

that compensation
based on WHERE they are working.
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Tax Year 
2022 Returns
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Net Operating Loss Updates 

NOL Phase In –

Last Year

Previous presentations available at: 
https://www.ritaohio.com/TaxProfessionals/Home/PresentationsREGIONAL INCOME TAX AGENCY I January 2023

https://www.ritaohio.com/TaxProfessionals/Home/Presentations


Net Operating Loss Updates

Now that we are in 2023… 

…For nearly all munis across 
the State, they have expired 
by now. 

(TY 2021 returns filed in 2022)

NOL Phase In 
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Net Operating Loss Updates

Exception Munis:
Jewett and McDonald:

• Jewett = 7 so 2023 is the last year 
to use any unexpired post 
apportioned NOL

• McDonald = 10

NOL Phase In 

No more post-apportionment 
/pre-HB5/pre-2017 losses 
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Net Operating Loss Updates

2022 is the last year of NOL 
Phase In:

50% Phase in of pre-
apportioned /post 2016 
losses is still in effect for 
tax year 2022 filed in 
2023. 

NOL Phase In 

REGIONAL INCOME TAX AGENCY I January 2023



Net Operating Loss Updates 

(c)(i) For taxable years beginning in 2018, 
2019, 2020, 2021, or 2022, a person may 
not deduct, for purposes of an income tax 
levied by a municipal corporation that levies 
an income tax before January 1, 2016, more 
than fifty per cent of the amount of the 
deduction otherwise allowed by division 
(D)(3) of this section.

(ii) For taxable years beginning in 2023 or 
thereafter, a person may deduct, for 
purposes of an income tax levied by a 
municipal corporation that levies an income 
tax before January 1, 2016, the full amount 
allowed by division (D)(3) of this section 
without regard to the limitation of division 
(D)(3)(b)(i) of this section.

ORC 718.01(D)(3)

NOL Phase In 
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Net Operating Loss Updates 

Why might you care?
Why am I talking about 

this one more time?

Final notes about 
NOLs 
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Net Operating Loss Updates 

Any muni that imposed a tax 
after 1/1/16…
For municipalities and taxing 
jurisdictions that first imposed a 
tax on or after January 1, 2016, 
net operating loss carryforward 
amounts are not phased-in and 
may be used in full. The 
following municipalities and 
taxing jurisdictions imposed a tax 
on or after January 1, 2016

Exceptions
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Net Operating Loss Updates 

ALEXANDRIA, AMELIA, ASHLEY, BETHEL, 
BLOOMVILLE, BRIDGEPORT, BURBANK, 
CHESTERVILLE, CIRCLEVILLE-PICKAWAY TWP 
JEDD, CLARKSVILLE, DARBYVILLE, DORR STREET 
JEDD, ETNA-REYNOLDSBURG JEDD 1 - 4, ETNA-
REYNOLDSBURG JEDD 7, FULTON, 
GETTYSBURG, HANOVER, HELENA, HOLLAND 
SPRINGFIELD TWP JEDZ, JACKSON, 
KIRKERSVILLE, LATTY, LODI, LYONS, MARENGO, 
MILFORD JEDD V, MILFORD JEDD VI, MILFORD 
JEDD VII, MILLERSPORT, NEWTONSVILLE, NEY, 
OSTRANDER, PAYNE, RISINGSUN, 
SHALERSVILLE TWP JEDD, SHARON TWP JEDD, 
SMITHFIELD, SOUTH VIENNA, ST. LOUISVILLE, 
STOUTSVILLE, WASHINGTONVILLE, WAYNE 
LAKES, WILLIAMSBURG JEDD, WILLIAMSPORT.

RITA member 
munis that 
enacted a tax on 
or after 1/1/16.
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Net Operating Loss Impact 

What might this mean to your 
clients? 
If there is income in a municipality, 
it will no longer be able to be fully 
eliminated by an NOL until the 
phase-in period ends (next year).

This means tax will be owed in that 
municipality, even if an NOL is 

available.

Final notes about 
NOLs - Impact
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Net Operating Loss Impact 

2021 No Tax 2022 Tax Due
If a company 
has been 
carrying a 
pre-HB5 loss, 
2022 is likely 
the first year 
they will feel 
the impact of 
the 50% NOL 
phase-in.
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Net Operating Loss Impact 

If Tax Year 2021 2022
AFTI $ 51,006.00 $ 51,006.00 

Total Pre-Apportioned Loss $ 60,000.00 $ 60,000.00 

Utilized Pre-Apportioned Loss $ 25,503.00 $ 25,503.00 

Income/Loss Subject to RITA muni $ 25,503.00 $ 25,503.00 

Post-Apportioned Loss $ 25,503.00 $    -

Amount Subject to Municipal Tax $     - $ 25,503.00 

Tax Due at 2% Rate $     - $ 510.00 
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Common Filing Errors- Business

1. Gains from the sale of property 
2. Wage discrepancies between 

withholding and net profit returns
3. Workplace vs residence tax
4. Treatment of Federal Credits
5. Alternate Apportionment Methods

Common Filing 
Errors
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Common Filing Errors- Business #1 of 5

The portion of the gain classified for 
federal tax purposes as IRC section 
1250 gain is taxable and is included in 
the business' net profit subject to 
apportionment.

The taxable portion is normally 
referred to as depreciation recapture. 

Gains From the Sale 
of Property –

IRC §291 
Adjustment
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Common Filing Errors- Business #1 of 5 con’t

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).   

Gains From the Sale 
of Property –

IRC §291 
Adjustment
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Common Filing Errors- Business #2 of 5

RITA compares the wages reported 
on your Form 27 Net Profits Tax 
Return to the amount of withholding 
tax reported throughout the year. 

o 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. 

Wage discrepancies 
between 
withholding and net 
profit returns
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Common Filing Errors- Business #2 of 5 con’t

4,000,000
-3,000,000
1,000,000

This is > $5,000
And 10%
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Common Filing Errors- Business #2 of 5 con’t 

There are many reasons that these amounts 
may be different and many are legitimate. 
Some examples include:
o S Corp shareholder health insurance (make 

sure to add back on Schedule X, Line D.)
o Wages exempt from withholding due to 

being related to a cafeteria plan.
o Wages for employees under 18 in 

municipalities that do not tax these wages.
o Withholding under one or more different 

FEINs.
o Tips

Wage discrepancies 
between withholding 
and net profit returns: 
Sufficient Responses
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Common Filing Errors- Business #2 of 5 con’t

Examples of explanations that DO 
NOT satisfy the discrepancy:
oOne employee worked in Florida.
o They will never match.
oWe forgot to withhold on certain 

employees.
oWe withhold residence tax. 

Additional action required ONLY if 
the payroll tax was not properly 
reported.

oWe withhold where our employees 
live, not where they work.

Wage discrepancies 
between withholding 
and net profit returns: 
Insufficient Responses
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Common Filing Errors- Business #2 of 5 con’t

Use Y-1. Every. Single. Year.

Do not ignore these letters.  We 
will eventually charge the 
withholding account if there is no 
reply resulting in a bill for tax, 
penalty, and interest. 

Call us with questions or before 
doing a lot of work.

Wage discrepancies 
between withholding 
and net profit returns: 
Action Required
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Common Filing Errors- Business #3 of 5

Workplace tax refers to a tax paid to a 
municipality in which an employee works, 
regardless of where that employee lives.
Residence, or courtesy withholding, is a tax 
paid to an employee’s resident municipality 
for work performed outside that 
municipality. Residence tax is withheld in 
addition to the workplace withholding tax, if 
any.
o Note: If an employee works from home or 

lives and works in the same municipality, 
the tax should be reported to RITA as 
workplace and the wages should be 
included in the wage amounts listed on 
the form. 

o No wages should be provided for any 
residence tax reported.

Workplace vs 
residence tax
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Workplace vs. residence Tax
40 Employees Working a Hybrid schedule:
• 10 employees WFH in Brecksville 4 days and in the Brecksville office 1 day a week
• 10 employees WFH in Garfield Heights 4 days and in the Brecksville office 1 day a week
• 20 employees WFH in Shaker Heights 4 days and in the Brecksville office 1 day a week

Common Filing Errors- Business #3 of 5 example
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Common Filing Errors- Business #4 of 5

ORC Section 718.01 defines taxable net 
profit. The Code provides a list of the 
statutory adjustments that must be 
made when computing a taxpayer’s 
taxable net profit subject to 
apportionment.

Treatment of 
Federal Credits

There is no statutory authority for any 
adjustment to reverse the reductions in 
federal expenses related to the various 
federal jobs and other credits.

Thus, by choosing to claim a federal credit, a taxpayer 
also chooses to reduce certain deductions for both 
federal and municipal tax purposes.REGIONAL INCOME TAX AGENCY I January 2023



Common Filing Errors- Business #4 of 5 con’t

We understand that muni 
income/tax will increase when 
these amendments are filed. 

P&I automatically charges

Abatements are handled on a 
case by case basis -filing and 
paying any additional tax ASAP  
demonstrates good faith.

Treatment of 
Federal Credits -
Employee Retention Credit 
Amendments
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Common Filing Errors- Business #5 of 5

Standard Apportionment 
Method: 718.02(A)

• Property
• Payroll
• Gross Receipts

Alternate Apportionment 
Method  

• Anything else

Alternate Methods 
of Apportionment
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Common Filing Errors- Business #5 of 5 con’t

(1) If the apportionment factors described in division (A) 
of this section do not fairly represent the extent of a 
taxpayer's business activity in a municipal corporation, 
the taxpayer may request, or the tax administrator of the 
municipal corporation may require, that the taxpayer 
use, with respect to all or any portion of the income of 
the taxpayer, an alternative apportionment method 
involving one or more of the following:

(a) Separate accounting;
(b) The exclusion of one or more of the factors;
(c) The inclusion of one or more additional 
factors that would provide for a more fair 
apportionment of the income of the taxpayer to 
the municipal corporation;
(d) A modification of one or more of the factors.

Alternate 
Methods of 
apportionment: 
§718.02(B)
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Common Filing Errors- Business #5 of 5 con’t

o (2) A taxpayer request to use an alternative 
apportionment method shall be in writing and shall 
accompany a tax return, timely filed appeal of an 
assessment, or timely filed amended tax return. The 
taxpayer may use the requested alternative method 
unless the tax administrator denies the request in an 
assessment issued within the period prescribed by 
division (A) of section 718.12 of the Revised Code.

o (3) A tax administrator may require a taxpayer to use an 
alternative apportionment method as described in 
division (B)(1) of this section only by issuing an 
assessment to the taxpayer within the period 
prescribed by division (A) of section 718.12 of the 
Revised Code.

o (4) Nothing in division (B) of this section nullifies or 
otherwise affects any alternative apportionment 
arrangement approved by a tax administrator or 
otherwise agreed upon by both the tax administrator 
and taxpayer before January 1, 2016.

Alternate Methods 
of apportionment: 
§718.02(B)
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Common Filing Errors- Business #5 of 5 con’t

Check Alternate Method 
Checkbox if you are requesting 
a method other than the 
prescribed three factor formula 
for apportioning net profits. 

The request must be in writing, 
attached to this return, and 
contain an explanation as to 
why an alternate method is 
being requested. 

DO NOT check this box if you 
are using the standard 
apportionment method.

Alternate Methods 
of apportionment
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5 Tips for 2022 returns – Business #1

Do NOT 
redact 

FEINs/account 
numbers on 

returns.

Help us help you…
Tip #1
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5 Tips for 2022 returns – Business #2

Confirm JEDD or JEDZ 
distributions with your 

client prior to filing 
returns.

Help us help you…
Tip #2
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5 Tips for 2022 returns – Business #3

Include
name/phone numbers and

make sure box checked
to allow us to speak to you,

the preparer, directly. 

We would rather call than send a 
notice to your clients.

Help us help you… 
Tip #3
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5 Tips for 2022 returns – Business #4

Use MeF. If your 
software does not 

support it, ask for it. 
If you are struggling 

with a rejection, 
contact us.

Help us help you… 
Tip #4
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5 Tips for 2022 returns – Business #5

The more info we get up-
front, the better. 

This ensures more efficient 
processing.

Examples: federal forms, 
wage discrepancy 

explanations, alternate 
method details.

Help us help you… 
Tip #5
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Hope you found this information 
helpful!

We’re looking forward to a great filing 
season! 

REGIONAL INCOME TAX AGENCY I January 2023

Conclusion - Business



We’re Social

Connect with 
Us

linkedin.com/company/regional-income-tax-agency/

@ritaohio

On LinkedIn

On Twitter
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Thank You!

ritaohio.com
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