Test your tax knowledge. Fill out the 2015 Universal IT 1040 form.
Topic #5 Filing Scenario A
Names: John A. & Jane E. Doe
SSN’s: 000-00-0000, 999-99-9999
Mailing Address: 123 ABC St., Boca Raton, FL  33432

Home Address: 123 XYZ St., Strongsville, OH 44136 (Cuyahoga County)
Residency: Full year Ohio residents

Federal Adjusted Gross Income: $89,400 

Filing Status: Married Filing Jointly

School District: Strongsville CSD 1830 (Non-taxing)
Jane and John are retired snow-birds who live in Ohio most of the year, but travel to Florida after the holidays. They claim only themselves as exemptions on their federal taxes.  They stay in their winter home in Boca Raton, Florida from January through April every year. They used their Florida address as the mailing address because that is where they were staying during tax filing season. They also receive their other bills for the Florida home at this address, but all other mail is sent to their home address in Ohio. Their daughter picks it up at the post office and forwards everything to them on a weekly basis. Jane has no retirement income nor does she receive Social Security. She works part-time at the coffee shop in their retirement community. In the four months she worked there she earned $1280. John is a retired electrician and has a pension and IRA distributions in the amounts of $58,120 and $30,000, respectively. $2,035 was withheld from John’s pension to go toward Ohio taxes. This was the first year he received his IRA distribution and forgot to have them withhold Ohio taxes. He did not make any estimated payments for this portion of his income and last year their total taxes were $1512.  The coffee shop did not withhold any taxes for Jane’s income. Both of them are under the age of 65.
Instructions: 

File the Ohio tax return form for Jane and John. File the SD 100 if applicable. 

Will Jane and John have a penalty for not paying estimated payments on the IRA distribution? What form would you use to figure this out? 
All of Jane and John’s income is taxable to Ohio. They are full year residents of Ohio, even though they also have a home in Florida. Jane’s income is taxable to Ohio even though it was earned in Florida. This is because it is included in her Federal Adjusted Gross Income and Florida does not have a state income tax. If Florida had taxed this income, Jane would be eligible for the Resident credit on her Ohio return. Ordinarily, the amount that Jane and John owed in taxes would be subject to an underpayment penalty. However, when using the IT 2210 form, it is determined that since they had a much lower tax liability the prior tax year, they are not held to the penalty on the increased amount of income this year. Any balance due that is less than $500 is not subject to the penalty.  However, they need to ensure that the remaining tax years are paid using the previous tax year as a guideline. Otherwise they will be held to an underpayment penalty. John can either have Ohio withholding taken out of his IRA distribution, or he can send in quarterly estimated payments for the tax amount that will be due. 
NOTE:

***Under most circumstances, you are required to keep records for four years from the date that the tax is due or the date that the taxes were filed, whichever is later.  However, it is strongly recommended that you maintain your w2’s, 1099’s indefinitely.

