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Topics 

• Tax Rate Reductions/Changes 
• Form Changes 
• New Legislation 
• Electronic Filing Updates 
• Business Income Deduction Changes 



Stay Updated! 

• Forms/information could change 
 

• Keep an eye on the department’s website 
– http://tax.ohio.gov 

 
• Sign up for Ohio Tax Alert emails 

– http://www.tax.ohio.gov/ohtaxalert.aspx 

http://tax.ohio.gov/
http://www.tax.ohio.gov/ohtaxalert.aspx


Tax Rates 

• No rate changes on nonbusiness income from 2015 
to 2016 

• Changes to business tax rate will be addressed later 



Indexing of Tax Brackets 

• Indexing of income brackets resumes in 2016 (first 
time since 2012 tax year) 

2015 Brackets 2016 Brackets 



School District Changes 
2016 Tax Year Filing 

COUNTY SD # SCHOOL DISTRICT BASE RATE 

CLARK 1203 NORTHEASTERN LSD EI 1.00% 

ROSS 7107 ZANE TRACE LSD EI 0.75% 
WILLIAMS 8603 EDON-NORTHWEST LSD EI 1.00% 

Note: Withholding began January 2016; SD returns filed beginning January 2017 



Reporting School District Withholding 

Issue: W-2’s not reflecting the 4-digit SD # 
  
Impact: SD WH on returns incorrect, notices  
to taxpayers 
 
 

Example: 
 

• Sebring LSD 5008   1.00%     City: Sebring Tax  2.00% 
 

Action: 
 

• Notification to Employers/Payroll providers (July & Oct 2016) 
 

• Strongly encourage 4-digit SD# reflected on SD WH 



Reporting School District Withholding 

Discouraged Method: 
 

• Some taxpayers don’t realize there’s a difference 
 

• Leads to city tax withholding being claimed as school district 
withholding 
 

• Can lead to erroneous refund claims 



Reporting School District Withholding 

Encouraged Method: 
 

• Hope is that taxpayers are more likely to distinguish 
between city tax and school district tax 
 

• Increase accuracy and reduce return corrections 



Form Changes – Schedule A 

• Ohio STABLE account contributions 
- See New Legislation (covered later) 



Form Changes - Schedule of Credits 

Ethanol Credit removed 

Language changed 

Line added for 
credit carryforward 



Form Changes - Schedule of Credits 
• Credit for certified ethanol plant investments removed 

o Credit has expired and is no longer available 
 

• Changed language to “Invest Ohio credit” 
o Was “Credit for investing in an Ohio small business” 
o Some confused credit with the Business Income Deduction on 

Ohio Schedule A 
 

• Added back line for “Technology investment credit carryforward” 
o Credit previously expired; carryforward caused confusion 
o Line added back just for carryforward amounts 



Form Changes - Schedule of Credits 

• Manufacturing equipment grant removed 
o Grant has expired and is no longer available 



Form Changes 

• IT BUS 
 

o Changes will be discussed later in the presentation 
 

• Cosmetic changes only 
 

o IT 1040 
o IT RE 
o Schedule J 
o SD 100 
o SD RE 

http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwjAotTB3OnPAhXD3YMKHZUxCSIQjRwIBw&url=http://calpersloan.com/tax-return-clipart&bvm=bv.136499718,d.amc&psig=AFQjCNG2i7SKgGxfFaTPXzwT1LCXgzLyxA&ust=1477064576407759


New Legislation (Passed) 

HB 182 – Changes to Donation Qualifications  
 

• Prior to HB 182, Donation Dropped From Return If… 
o Total amount donated in each of 2 consecutive 

years less than $150k  
• After HB 182, Donation Dropped From Return If… 

o Total amount donated in each of 5 consecutive 
years less than $50k 



Stats on Donations 

Calendar Year 2015 2016 

  
# 

Returns $$ 
# 

Returns $$ 
Military 16,258 $243,696 13,768 $212,879 
Ohio History 9,324 $79,978 8,216 $79,117 
Scenic Rivers 17,705 $185,663 16,949 $202,132 
Wildlife 16,371 $155,969 14,378 $148,377 
Breast Cancer 10,683 $88,339 8,992 $79,383 
Wishes for Sick 
Children     9,981 $90,151 
Totals 70,341 $753,645 72,284 $812,039 



Federal ABLE 

• Federal Achieving a Better Life Experience (ABLE) Act 
(H.R. 647) 

• Allow people with disabilities and their families the 
opportunity to create a tax-exempt account that can 
be used to maintain a healthy and independent 
quality of life 

• Limited to $14k per year 
 



STABLE: Ohio’s ABLE plan 

• HB 155 implements the federal ABLE Act in Ohio 
• Legislation authorizes the Treasurer’s Office to 

establish and offer STABLE accounts 
• http://stableaccount.com/ 
• HB 358 

o  New deduction line on Schedule A for TY 2016 
o  $2k for each beneficiary 
o  Can be carried forward  

 

http://stableaccount.com/


STABLE: Ohio’s ABLE plan 



2016 MeF Highlights 

Get detailed information on software vendor requirements, a 
complete list of MeF error codes and more at: 
 
http://www.tax.ohio.gov/ohio_individual/individual/software_
developers.aspx 
 
We will continue to require software vendors to support the 
items below: 
 

• IT/SD 2210 Interest Penalty  
 

• Late Filed/Late Paid interest and penalty 

http://www.tax.ohio.gov/ohio_individual/individual/software_developers.aspx
http://www.tax.ohio.gov/ohio_individual/individual/software_developers.aspx


2016 MeF Highlights 

Software vender requirements continued: 
 

• Federal schedules on IT BUS (see the note below) 
  

Note: Software products must support the IT BUS form in its 
entirety or not at all.  If not all federal schedules are supported 
that could report business income, the product may not offer 
the deduction on the Ohio return.   
 



MeF Changes for 2016 Return Filing 

No e-filed form IT-DA (Domicile Affidavit) for tax year 
2016 
 

• Anticipated changes won’t be final in time 
• May return for tax year 2017 
 

These items will be required for Tax Year 2016: 
 

• Driver’s license or State ID information required for 
both taxpayers.  
 

• Option to indicate that that taxpayer does not have 
driver’s license or state ID. 



MeF Changes for 2016 Return Filing 

New 2016 requirements continued: 
 

• Pass Through Entity Credit and Financial Institution 
Tax Credit 
 

o K-1 information required – return will reject if not 
included in electronic file 
 

o Error Code, OHIND-116, issued if K-1 information 
missing (Reject) 



MeF Changes for 2016 Return Filing 

New 2016 requirements continued: 
 

• Other Refundable Credits 
 

o Certificate information no longer part of 
electronic file; may be included as PDF 
attachment 
 

o Error code OHIND-068 sent if a refundable credit 
claimed and PDF is not attached 
 

o Will provide fax number to send certificate (alert 
– return will not be rejected) 



MeF Changes for 2016 Return Filing 

New 2016 requirements continued: 
 

• Support ability to file school district returns 
 

o Must allow at least 2 SD returns (for different SD 
#’s) to be filed; encouraged to support an 
unlimited number  
 

o Not required to support a stand-alone school 
district return 



New MeF Error Codes 



New MeF Error Codes (cont’d) 



Top MeF Rejection Reasons 



BID  
Amount 

# 
Returns 

 
Total Deductions 

Over 100k 42,251 $6,853,821,868.00 
90k to 100k 5,477 $518,736,459.00 
80k to 90k 5,537 $469,589,143.00 
70k to 80k 7,221 $540,477,747.00 
60k to 70k 9,016 $584,176,607.00 
50k to 60k 11,797 $646,034,672.00 
40k to 50k 16,460 $736,391,572.00 
30k to 40k 24,024 $832,097,386.00 
20k to 30k 39,256 $963,871,147.00 
10k to 20k 79,852 $1,136,051,890.00 
5k to 10k 78,900 $574,966,374.00 
1k to 5k 133,781 $353,669,312.00 
0k to 1k 90,264 $39,083,070.00 
  543,836 $14,248,967,247.00 

2016 
Calendar 
Year Stats 



Form Changes - 2016 IT BUS 

• Separate line for guaranteed payments, compensation, 
wages paid by PTE to a 20% owner 



Form Changes - 2016 IT BUS 

• Line item instruction now specifies 4797 gains/losses 
- Inclusion of these amounts is not new 



Form Changes - 2016 IT BUS 

• Deduction is no longer 75% of business income 
 

• The first $250,000/$125,000 of business income is not taxed 



Form Changes - 2016 IT BUS 

• Taxable business income no longer subject to graduated rate 
 

• Flat 3% tax rate for business income above the 
$250,000/$125,000 thresholds 



Taxable Business Income 

• 2016 – No marginal tax table – all business income remaining 
after deduction taxed at 3% flat rate – NO TABLE 



IT BUS Reminders 
• Business income is not apportioned 

– Deduction is calculated on all sources of business income 
 

• Only one IT BUS form should be completed 
– Business income from different sources, or received by 

different spouses (MFJ) all reported on one form 
 

• The 20% ownership requirement only applies to guaranteed 
payments/compensation 
– Example: Other business income from a PTE in which a 

taxpayer owns 5% does qualify 
 

• Report only amounts that are business income on the IT BUS 
– Example: Personal interest on federal Schedule B cannot 

be included on the IT BUS 



Scenario 1 - Business/Non-business 
Income 
• John files “Single” and reports the following 

income on his federal form 1040: 

10,000 

5,000 

75,000 
6,000 



Scenario 1 - Business/Non-business 
Income 

4,000 
75,000 

3,000 

82,000 

John determines the 
portion of his Schedule 

B & D income that 
qualifies as business 

income 

• John reports that income on the Ohio IT BUS: 



Scenario 2 – Guaranteed Payment, 
                       <20% Ownership 
• Mary files “MFJ” and reports the following income 

on his federal form 1040: 

*175,000 

*Includes $125,000 of ordinary income and $50,000 of guaranteed 
payments from PTE in which Mary owns 15% 



125,000 

125,000 

Mary reports her 
ordinary income on 

line 4 

• Mary reports that income on the Ohio IT BUS: 

Mary’s guaranteed 
payments do not qualify 

Scenario 2 – Guaranteed Payment, 
                       <20% Ownership 



Scenario 3 – Guaranteed Payment, 
                       ≥20% Ownership 
• Sam files “MFJ” and reports the following income 

on his federal form 1040: 

*175,000 

*Includes $125,000 of ordinary income and $50,000 of guaranteed 
payments from PTE in which Sam owns 30% 



125,000 

175,000 

Sam reports his 
ordinary income on 

line 4 

• Sam reports that income on the Ohio IT BUS: 

Sam’s guaranteed 
payments qualify 

Scenario 3 – Guaranteed Payment, 
                       ≥20% Ownership 

50,000 



Apportionment & Business Income Deduction 

• For Form IT 1041 (Fiduciary Returns) – IT 2023 
– Still valid form for non-resident credit 

 
• For Form IT 1040 (Individual Returns) – IT NRC  

– Replaced form IT 2023 in tax year 2015 
• Page 2 is business income apportionment 
• Still requires  a separate page 2 for each entity 



IT NRC Highlights 
• Individual income tax deductions moved to the 

nonbusiness section (Part I); amounts are allocated to 
state of residence, not apportioned (see next slide) 
 

• Business Income Deduction is reported on Part V, line 5 
of IT NRC along with all other Ohio Schedule A 
deductions 
 

• Business Income Deduction can never be allocated 
against Ohio nonbusiness income (Part V, Column A, line 
2) 
 

• Part V, Column B, Line 6: Nonresident portion of OAGI 
reported on IT 1040 to calculate the nonresident credit 



Form IT NRC – Deductions Moved 



IT NRC – Ohio Schedule A Deductions  



• Taxpayer has $400,000 business income from all 
sources 
 

• Taxpayer qualifies for Business Income Deduction of 
$250,000 
 

• Taxpayer apportioned business income on Part II of 
IT NRC; calculated Ohio business income of $300,000 
 

• Business Income Deduction is allocated against Ohio 
business income first; full deduction amount can be 
reported in Column A as the ‘Ohio Portion’ 

Scenario 4 – Entire Deduction Allocated 
to Ohio 



Scenario 4 – Entire Deduction Allocated to 
Ohio 

300,000 

0 

100,000 400,000 

300,000 
0 0 

0 
100,000 400,000 

250,000 
           0 

0 

0 

50,000 

250,000 

100,000 150,000 



Scenario 5 – Only Part of Deduction 
Allocated to Ohio 

• Taxpayer has $350,000 business income from all 
sources 
 

• Taxpayer qualifies for Business Income Deduction of 
$250,000 

 

• Taxpayer apportioned business income on Part II of 
IT NRC; calculated Ohio business income of $50,000 
 

• Business Income Deduction is allocated against Ohio 
business income first; only $50,000 should be 
reported in Column A as ‘Ohio Portion’ 



Scenario 5 – Only Part of Deduction 
Allocated to Ohio 

50,000 350,000 
80,000 

130,000 300,000 430,000 
0 0 

50,000 200,000 

0 

250,000 

80,000 100,000 180,000 

80,000 0 
300,000 



Scenario 6 – None of Deduction Allocated 
to Ohio 

• Taxpayer has $300,000 business income from all 
sources 
 

• Taxpayer qualifies for Business Income Deduction of 
$250,000 

 

• Taxpayer apportioned business income on Part II of 
IT NRC; calculated Ohio business income of $0 
 

• Because taxpayer has no Ohio business income, 
entire deduction amount should be reported in 
column B as ‘Non-Ohio Portion’ 



Scenario 6 – None of Deduction Allocated 
to Ohio 

0 
0 125,000 

125,000 425,000 300,000 
0 0 0 
0 

125,000 
250,000 250,000 

50,000 175,000 

300,000 300,000 
125,000 


	Personal and School District �Income Tax Updates
	Topics
	Stay Updated!
	Tax Rates
	Indexing of Tax Brackets
	School District Changes�2016 Tax Year Filing
	Reporting School District Withholding
	Reporting School District Withholding
	Reporting School District Withholding
	Form Changes – Schedule A
	Form Changes - Schedule of Credits
	Form Changes - Schedule of Credits
	Form Changes - Schedule of Credits
	Form Changes
	New Legislation (Passed)
	Stats on Donations
	Federal ABLE
	STABLE: Ohio’s ABLE plan
	STABLE: Ohio’s ABLE plan
	2016 MeF Highlights
	2016 MeF Highlights
	MeF Changes for 2016 Return Filing
	MeF Changes for 2016 Return Filing
	MeF Changes for 2016 Return Filing
	MeF Changes for 2016 Return Filing
	New MeF Error Codes
	New MeF Error Codes (cont’d)
	Top MeF Rejection Reasons
	Slide Number 29
	Form Changes - 2016 IT BUS
	Form Changes - 2016 IT BUS
	Form Changes - 2016 IT BUS
	Form Changes - 2016 IT BUS
	Taxable Business Income
	IT BUS Reminders
	Scenario 1 - Business/Non-business Income
	Scenario 1 - Business/Non-business Income
	Scenario 2 – Guaranteed Payment,�                       <20% Ownership
	Scenario 2 – Guaranteed Payment,�                       <20% Ownership
	Scenario 3 – Guaranteed Payment,�                       ≥20% Ownership
	Scenario 3 – Guaranteed Payment,�                       ≥20% Ownership
	Apportionment & Business Income Deduction
	IT NRC Highlights
	Form IT NRC – Deductions Moved
	IT NRC – Ohio Schedule A Deductions 
	Scenario 4 – Entire Deduction Allocated to Ohio
	Scenario 4 – Entire Deduction Allocated to Ohio
	Scenario 5 – Only Part of Deduction Allocated to Ohio
	Scenario 5 – Only Part of Deduction Allocated to Ohio
	Scenario 6 – None of Deduction Allocated to Ohio
	Scenario 6 – None of Deduction Allocated to Ohio

