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Online'Resources
The Department of Taxation's websiteat tax.ohio.gowhastmany resources@vailable to assist when filing

the Ohio Pass-Through Entity & FidéCiary income tax returns:
:\/ PILOT - Avirtual assistant, available 24/7 to'answer questions for alltax types.
:\/ FAQs - Review answers to commemguestions on topiés.

E/ Forms - Find all pass-through entity & fiduciary ificeme tax forms (including related schedules and
worksheets). Many formghave fill-in'versions that you can complete online, print, and then submit
to the Department.

:\/ Information Releases - ReSearch detailed explanations and legal analyses of certain tax topics.

:\/ Ohio VirtualTax Academy - Viéw webinars designed and presented by Department staff on Ohio's
state taxes:

—

_.\/ Tax'Alerts —Sign up te receive tax updates and reminders from the Department via email.

Federal Privacy Act Notice

Because we require you to provide us with a Social Security number, the
Federal Privacy Act of 1974 requires us to inform you that providing us your
Social Security number is mandatory. Ohio Revised Code 5703.05,5703.057
and 5747.08 authorize us to request this information. We need your Social
Security number in order to administer this tax.




IT 1140
Rev. 11/23

Taxpayer Assistance
Need Help? — To help answer questions and ensure that the tax returns are filed accurately, the Department of Taxation
provides the following resources at tax.ohio.gov:

Self Help elibrary Help Center

B Q,

Omnline Notice Response The Finder
Service ) -

Information Releases

Additionally, the website has all Pass-Through Entity (PTE) & Fiduciary income tax forms to download, orprint. If answers
cannot be found on the website, contact the Department using any of the following methods:

Email — Click 'Contact Us' at the top right on tax.ohio.gov and select | For persons Who use text telephones

'Email Us' to access a secure email form, or emaildirectly to Pass- (TTYS) or adaptive teléphéne equip-
ThroughEntity@tax.ohio.gov ment only: Contact the Ohio Relay Ser-

vice at 7-1-1 or 1-800-750-0750/and give
Call — Speak with a PTE & Fiduciary Income Tax,examiner at 1-888-405- “Wthe communication assistant the Ohio

4039, option 8 during the Department's normal business hours. Department df Taxation ghone number
that you wish to contact.

Normal business hours are from 8:00 a.m. t0:5:00 p'm. Monday through
Friday excluding holidays.

Write — Contact the Department byymail at:

Ohio Department, of Taxation
Pass-Through Entity & Trust
P.O. Box 181140

Columbus, OH 43218-1140

Note: To overnight documents to the,\Department, please useithe street
address listed below.

4485 Northland\RidgesBlvd.
Columbus, OH 43229-6596

Form Requests: Yisittax.ohlo.gov to easily dowfiléad our forms. You
can also requestitax forms anytime by ¢alling 1-800-282-1782.

These instructionsicontain law references,for'specific line items and requirements. To review Ohio Pass-Through
Entity & Fidugiary income tax faw, see R.C. 5747 and R.C. 5733, respectively.

"Gd Paperless and File Electronically!

The IT 1140 can be filed electronically through the federal e-file program overseen by the IRS (irs.gov/filing), or
through a participating third-party tax preparation product. PTEs can verify their software is compatible with the MeF

program by reviewing the list of approved software vendors at PTE and Fi iary Income Tax - ware Dev
opers.
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Highlights for 2023

2023 Tax Rate

For the PTE taxable reporting period beginning on or
after 1/1/2023, the tax rate is 3%. For reporting periods
beginning prior to 1/1/2023, the tax rates are 5% for
individual and 8.5% for entity investors.

When is the IT 1140 Return Due?

A PTE with a taxable year beginning during calendar
year 2023 must file the 2023 IT 1140, including
supporting documentation (e.g., copies of the ITK-1s,
federal return and any other supporting documents)
by April 15, 2024.

ITK-1

Each entity with Ohioincomeshould prepare a separate
IT K-1 for each investor or qualifying beneficiary to
enclose with the investor’s or beneficiary’s return,
The IT K-1 form has been updated to include lines for
reporting required direct and indirect add-backs for

electing pass-through entity tax paid.

For more information, see the IT K-1 fermpand
instructions on tax.ohio.gov in the searchable Tax
Eorms section.

Credit Carryforward

Beginning with filing perieds that start o# of
after January 1, 2020 the credit«€arryforward of
overpayments has been reinstated; howtever, for
taxyears 2017-2019 the Department did notipermit
credit carryforwards. A credit carryforward istonly
allowed on a timely-filed, original return; otherwise,
any overpayment will be refupded.

Electronic Filing

The IT 1140 can be filed electfonically through
the federal e-file pfOgram overseen by the IRS
(irs.gov/filing), orithrough a participating third-
party tax preparationypsoduct. Forta current list
of approvedysoftware progranis, please see the
SoftwareDevelopers page on the Ohio Department
of Taxationaw@bsite, and searchfor the most recent
MeF ApproyalStatus link:

A tax return prepager that,prepares more than 11
original tax returns'during any calendar year shall
use electronic filing techfiology. This provision does
not apply to a tax return preparer in any calendar
year if, during the previous calendar year, the tax
return preparer prepared not more than 10 original
tax returns.

See R.C.5747.082

Should the PTE File the IT 1140?

A PTE must file an Ohio return to report and pay tax
on behalf of its nonresident individual, trust, and
PTE investors. The PTE can electtofilethe IT 1140, IT
4708 or the IT 4738. APTE that changes forms from
year to year must ensure all periods of income are
reported and all related tax is timely and fully paid.

NOTE: Once the IT 1140 is filed for any given tax
period, the PTE is not permitted te amend this
return to change to an IT 4708 or 1T 4738.

For more information regarding which form to
file, see the following chart, o searéh the PTE FAQ

General Information categérysatitax.ohiosgov.

periods that begin

or:) or after 1/1/2023
0

for periods that

begin in 2022.

The IT'4738 The IT 4708 The 1T 1140
Income Tax Composite Withholding
Return Return Return
April 15th after April 15th after 15th day of
Filing daté year imwhich the |year in which fourth month
enfity’s taxable entity’s taxable after close
year ends year ends of fiscal year
@Ganythe Yes
returniinclude | *Allinvestors Yes No
resident (owners)must bel
. included
investors?
3% 3.75% 3%
Tax rate Forireporting For reporting For reporting

periods that begin
on or after 1/1/2023

periods that begin
on or after 1/1/2023

Can thereturn

Investor Filing

claim, credits? [No Yes No

Can the return

claim payments

from other No Yes No

PTEs?

Non-resident |May file Ohio  [May file Ohio Must file Ohio
Individual return return return

NOTE: Credits cannot be claimed on the IT 1140 and
IT 4738. However, a PTE can claim credit for such
amounts on the IT 4708.
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Filing Tips

Provide a Current Address

The Department uses the most up-to-date address on file to send correspondence, billings, assessments, and
refunds. If the address is not correct, refunds and notices will be mailed to the incorrect address. To update an
address, check the box above the address line on the return or visit the Business Address Update page on tax.
ohio.gov to change the address.

Verify the IT 1140 and UPCs are for the Correct Tax Year
Do not cross out the year at the top of the IT 1140 or UPC and write in a different reporting period ag the system

will read the originally saved period printed on the UPC to direct the payment accordingly. Writingdh a differ-
ent period will delay the processing of the IT 1140 or UPC. A PTE or trust that has a tax year stdrting/during
calendar year 2023 must file the 2023 IT 1140.

Maintain a Bank Account

The PTE or trust must maintain its bank account to ensure it can receive refundssafterits closing date. The
Department cannot change the name on a refund check, or issue the check directlyito an investor,dueto the
closing or termination of a business or trust.

Reprint Corrected Software-Generated Paper Réturns

If the printed software-generated return from @ taxgpreparation programt subsequently requires changes on
the return, do not write in the changes. Instead, Use software tg'make the necessary changesgSave, and re-

print the return. The Department’s system will¥met pick up handwritten changes on feturns generated by tax
preparation software.

Complete All Applicable Schedulesion'the'Return
When filing via a software programycomplete all relevant schedules and do'hot override any line items. In-

formation from schedules ontthe return flows te'other lines that are usedute catculate the tax liability. If the
schedules are not completed, aaltie of zero will flow, to the coffespording lines, which will override any
amounts that may have been entered. Thefeturn will be recalculatedaccordingly, resulting in a potential bill-
ing notice or reduced refund.

Report Apportionment Ratio and Ownership Percentage
Enter percentages and ratios in décimal format (e.g.,¢eport 30.09% as .3009; report 100% as 1.0000). Enter ap-

portionment ratios in decimalfform@t and carry to six decimal places. In addition, do not enter text (e.g., “null”
or “zero”) in numeric fields:

; t Estimated P l . tLi
Incorrect reporting®@f the"payments may result in a denied/reduced refund or bill. If the entity receives an IT
K-1 reporting a PTE taxypayment or cfeditfromg@nother entity on its behalf, the credit is not permitted on the
IT 1140 and should net be placedfon a payment line. See Investor Information below for details on passing
credits prepertionately to investors.

Repor im men follows:

e Line 3: Enter estimated payments made with an IT 1140 UPC or EFT payments made through the Ohio
Treasurer of State for this tax year that the PTE or trust wants applied to this 1140;

e Line 3a: Enter the'portion of estimated payments made with an IT 4708 UPC or an IT 4738 UPC for this tax
year that the PTE or trust wants applied to this IT 1140. Note: The prioryear IT 4708 or IT 4738 overpayment
(credit carryforward from prior year) is also reported on this line;

e Line 3b: Enter either or both of the following:

e Estimated payments made with an IT 1140 UPC for this tax year that the entity or trust wants applied
toan IT 4708 filed for the same tax year; AND/OR
e [Amended Return ONLY] Estimated payment amount from line 3b plus the refund amount from line 5
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received from the original return filed for this tax year.

Provide Supporting Documentation:
Attach the appropriate documentation specified on the IT 1140 to validate the amounts reported, such as IT

K-1s to verify income/withholding credits flowing from another PTE indirectly to the filer, and from the filer to
an investor, and any other documents providing clarification.
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Payment Options
ion Form Before First Estim
If the PTE or trust is a first-time filer, submit the Pass-Through Entity and Fiduciary Income Tax Registration
Form before submitting the first estimated payment. The form can be found on the tax.ohio.gov website in
the Tax Forms search. Failure to submit the registration form may result in a delay in processing the
estimated payment(s), resulting in a billing notice or refund delay.

Submit a Separate Check for Each Balance
A separate check is required for each tax return payment, estimated payment, billing/assessment payment,
etc. The Department cannot apply a single check to multiple balances. The check or money ordér should be
made payable to “Ohio Treasurer of State” with identifying information on the memo line, including:

e Federal Employer Identification Number (FEIN);

e Tax form using the payment (IT 1140);

e Tax year end for the payment (mm-dd-yy).

Using Payment Coupons Created by Third-Party Software

Before submitting a payment coupon created by third party software, pleaseiesify the reporting period end
date matches the software-generated Key ID numbegsiand the number string at the Bottom of the payment
coupon, in the format MMYY. If mismatched, the payment will be misdirected, causing a.delay in pro-
cessing the estimated payment(s), resultingdn a billing notice or refund delay. Please contactthe third-
party software company’s support line to resolve:

Methods for Making PTE and Fiduciary Inconte Tax Payments
1. Electronic Funds Transfer (EFT): Payments mayewemitted by EFT (AGH credit) via the Ohio Trea-

surer of State (TOS). Any questions @botitthe EFT payment process shotild bé directed to the Ohio Trea-
surer of State by calling (877)338-6446.

This is an ACH credit option; the entity initiates,the payment through'its own bank. No online credit
card payment or ACH debit optioméxists at this time either through the Ohio Treasurer of State (TOS) or the
Ohio Department of Taxation.

Access the applicable tax form#specific link below_ for the,inféfmation page with the TOS routing/ac-
count numbers and codes/format the finangial institution'must@se to issue the ACH credit via the TOS pay-
ment option:

IT 4708 Pass-Through Entity Compositelnconie Tax Payments

IT 1140 Pass-ThroughiEntity and Trust Withholding Tax Payments
IT 1041 Fiduciary Income Tax (Trusts and«Estates) Payments

IT 4738 Electing'Pass-Through€ntity Income Tax Payments

NOTE: The T@S ng'longer requires PTEfand fiduciary filers to submit an EFT authorization form to
register beforeimaking an IT 4708, 1L 4738 0T 1140 or IT 1041 payment via ACH credit (no ACH debit option).

2. Checkor Money Order:\Make check or money order payable to “Ohio Treasurer of State.” A payment
made by a gheck or mon@yerder must be submitted with the appropriate Ohio Universal Payment Cou-
pon (UPC) based on the fogm filed. All UPCs can be found on the tax.ohio.gov website in the searchable
Tax Forms secti@n by entering “UPC” in the Form Title or Number field. Please mail the payment and
UPC to the addressien the UPC or hand deliver to our self-service walk-in center.

3. Electronic Check: When filing electronically through an approved software program, the PTE or fidu-
ciary has the option to make a payment by electronic check in the form of an Electronic Funds Withdraw-
al, or direct debit. The direct debit option is only available for e-filed returns. For mailed returns created
from an approved software program, the options for payment are 1) Electronic Funds Transfer (EFT), or
2) check or money order, as listed above.
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For a current list of approved software programs, please see the Software Developers page on the Ohio De-
partment of Taxation website, and search for the most recent “MeF Approval Status” link. Please contact the
software companies directly for their electronic payments support.

m ing the Universal Paymen n (UP
Each payment made by check or money order must be submitted with the appropriate Ohio Universal Pay-
ment Coupon (UPC). Application of payments is driven by the UPC used and is based on which form is filed
(i.e.,1T 1041,IT 4708, 1T 4738, or IT 1140). Each UPC allows the Taxpayer to make either an estimated pay-
ment (“ES” payment) or payment submitted with the tax return (“P” payment). Only one type of payment

can be made on each UPC submitted.
All UPCs can be found in the Forms Search field by entering “UPC” in the Form Title or Numbenfiéld.
ayment

The IT 1140 UPC is used by PTE’s and trusts to make either an estimated payment (IT 1140E
submitted with the return (IT 1140P). When completing the UPC:
e Indicate the reporting period by providing the filing period start date and en te inthe format mm—v

YY;

e Specify the appropriate payment type (IT 1140ES oplT 1140P);
e Enter the entity type code in the box above the ent amount (*see,co ninstructio
UPC);
b i s

e Enter the amount of payment as a whole n without a de the’UPC featutes alpreprinted

| Verify address is current.) ——

ong Seanm. T oo

[
Crak e Deir
Check one box: [] 1T 1140P (B44)
P=Return Payment O IT 1140ES (85
ES=Estimated Payment

Entity Tvpe Codes:

1=5 corporation

2=Limited Liability
Type Code | soe Msuclons)

Co (LLC)
3=Partnership
4=Trust

%[ NODECIMALS _].0 0

oo0oooo 0 555

-
Mail UPQand Check or Money Order|
p the addngss on the UPC.

&
Include a Check ¢ 40’0-‘ itheach1T 1140 UP

Payable to “ w urer of State? withidentifying information on the memo line, including:
e Fed oyer |dentifi ber (FEIN);
e Tax using the p 1140);
e Tax ye dforth m-dd-yy)




2023 Ohio IT 1140
General Instructions

Note: Ensure tax return pages are in numerical order.
Include any attachments after the return. The return
and supporting schedules are on the Tax Forms page
tax.ohio.gov.

What is a Pass-T} h Entity (PTE)?
A “pass-through entity” is an S corporation,
partnership, or limited liability company (LLC). APTE
is also any other person, except an individual, trust,
or estate, that is not classified as a C corporation for
federal tax purposes.

See R.C. 5747.01(K) and 5733.04(0).

What Is a Qualifying Pass-Ti h Entity?
A qualifying PTE is any PTE except:
e Entities described in IRC 501(c) such as pension
plans and charities;
e Publicly traded partnerships; AND
e AREIT, RIC, or REMIC.

What is a Qualifying Trust?
A qualifying trustis any trust that meets the following

three requirements during the trust’s,taxablewyear:

e Thetrustis subject tofiling thefederal 1041 or thé
federal 1040NR (foreign tfusts);

e The trust has at least one bengficiary who is a
nonresident during any part of the taxable year;
AND

e The trust makes a distribution gffhcomeito a
nonresident beneficiary directly @r indiréctly from
either real estate located infOhioyor te tangible
personal property located in Qhio.

What is a Qualifying Investok?

A qualifying investor is@nonresident individual, an,S
Corporation, partnégship; teust, estate ok LLC treated
as a partnership oS Cerporation forfederal income
tax purposest

A qualifying investor is NOT:

e Full-year Ohio resident.individuals, estates and
trusts;

e Nonresident individuals and estates included on
the IT 4708 for theytaxable year;

e C corporations;

e APTE whose only investors are C corporations and
full-year Ohio resident individuals, estates, trusts;

e A PTE that is a disregarded entity or qualifying sub-
chapter S subsidiary and the PTE owner (parent) is
excluded or exempt from filing with the Department;

IT 1140
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e Dealersinintangibles as definedin R.C.5725.01(B);

o REITS, RICs and REMICs;

e Publicly traded partnerships;

e Pension plans or charities;

e Ohio public utilities who pay Ohio gross receipts
excise tax;

e Colleges or universities;

e Insurance companies who file with the Ohio
superintendent of insurance;

e Fraternal organizations;

e Beneficiaries of a pension plan trustyprefit-sharing
trust; a stock bonus plan trust orsimilarretirement
trust;

e Beneficiaries or new recipients of payments fgom
a trust/fund that is a_nuclear decommissioning
reserve fund, a desighated“settlement fand or
any other similartrust/fund establishedto resolve
similar injuryyclaimss

e Beneficiaries ofya complex trust, but only if the
trust irrevocably agrees in writing that:

e 6r the taxable year during or f6r which the
trust distributes any\of its in€ome to any of
its\benéficiaries‘Wherare individuals residing
outside of Ohio, the trust will be withholding
tax as reqUiredfunder R.C. 5747.41 through
5747.453.

For a complete list'of nonqualifying investors, see R.C.
5733.40(1).

Who Should file the IT 1140?
Anqualifying PTE is required to file an IT 1140 when it
is subject to withholding or entity tax on distributive
shares of income issued to qualifying investors. A
qualifying entity is subject to withhold an entity tax
when:
e The entity is doing business in Ohio or otherwise
has nexus with Ohio; AND
e The adjusted qualifying amount exceeds $1,000.

Aqualifying trustisrequired tofilean IT 1140 whenitis
subject to a withholding tax on distributions of certain
types of income made to qualifying beneficiaries. A
qualifying trust is subject to withholding tax when:

e The income distributed is gains or net income
attributable to real and/or tangible personal
property located in Ohio.

e Theincomeisdistributed to the trust’s beneficiaries
who are nonresidents for any portion of the
taxable year; AND

e The adjusted amount of the income distributed
exceeds $1,000.
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Who is not required to file an Ohio IT 1140?
There is no requirement for a PTE to file the IT 1140 if

any of the followingis applicable for the entire taxable
year:

e The PTE’s equity investors are limited to full-year
Ohio resident individuals, estates, trusts, and C
corporations;

e The PTEisfiling the Ohio IT 4708 composite return
on behalf of all its nonresident equity investors
who are not full-year Ohio resident taxpayers;

e The PTE is filing the Ohio IT 4738 Electing Pass-
Through Entity Income Tax Return, which includes
all of its owners; OR

eThe PTE is either a disregarded entity or a
qualifying Subchapter S subsidiary, and the PTE’s
ownerisexcluded or is exempt from filing with the
Department.

There is no requirement for a trust to file the IT 1140
if any of the following is applicable for the entire
taxable year:

e The entity is a trust whose beneficiaries arelimited
to full-year Ohio resident taxpayers;

e Theentityisatrustthat does not direCtlyorindirectly
own real estate or tangible personalprepertylocated
in Ohio and owns NO direct®ox indirect equity
investments in a PTE that Kas nexus with Ohio.

Note: Trusts may also be requiredyo file thed T 1041
Fiduciary Income Tax return. See thesPLE FAQs
Fiduciary Return IT 1041 category at tax.ohio.gov.

How Does Ohio Law Define Business and Nofibusiness
Income?

“Business income” is incone, in€luding gain/loss
arising from any of the following:

e Transactions, activities, andisources in the regular
course of a tradefor business operation;

e Real, tangible, and intangible property if the
acquisition, rental, mahagement, and dispésition
of the property constitute ifitegral parts of the
reguldr coursewefa trade ogbusiness operation;

e A partial oricomplete liguidation of a business,
includingsgain or l@ssifrom™the sale or other
disposition of goodwilly

e A sale of an equity or ownership interest in a
business if the sale‘isstfeated for federal income
tax purposes as the sale of assets and/or the seller
materially participated, as described in 26 C.F.R.
1.469-5T, in the activities of the business during
the taxable yearin which the sale occurs or during
any of the five preceding taxable years.

IT 1140
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e Compensation and guaranteed payments paid by
a pass- through entity, or a professional employer
organization on its behalf, to an investor who
directly or indirectly owns 20% or more of the
entity.

e Nonbusiness income is any income other than
business income.

See R.C. 5747.01(B), 5747.01(C), and 5733.40(A)(7).

How Does an Entity Determine What Income is

Business Income?
Business income can be determined bygisingfeither
of two tests:

e Transactional Test: Looks to the nature, frequency
and regularity of the transagction;

e Functional Test: LookSsteuifithe property was
integral to the trade or business, or if itigenerated
business income in théwpast.

Generally, all income ffom a PTE is presumed-to be
business income:

See R.C45747.01(B).
Are Any Tax Credits availablé on the IT 1140 Return?

NonA PTE or trust is et entitled to claim any credit
on thelT 1140.

AWRTE or trust@annot'elaim a credit as an estimated
payment for its taxabte year. An IT 1140 filer must
pass all credits‘equal to the investor/beneficiary’s
proportionateshare of the lesser of either the tax due
or theitaxpaid.

See R.C'5747.98 and 5747.059.

Can.Tax Credits withheld on the IT 1140 be used on
an Ohio Income Tax Return?

The IT 1041, IT 4708, and IT 1040 are all Ohio income
tax returns. Qualifyinginvestors, including PTEs and
trusts, can claim an income tax credit based on their
proportionate share of the IT 1140 withholding or
entity tax that was paid on an IT 1140 when filing their
own Ohio income tax return.

See R.C. 5747.059.

What is the Tax Rate for the IT 1140 Return?
The tax is calculated based on the entity’s adjusted
qualifying amount multiplied by the following
applicable tax rate:
® 3% for the portion of a PTE’s adjusted qualifying
amount for all investors.

When is the IT 1140 Return Due?
The IT 1140 and payment of the tax are due on the
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15th day of the fourth month following the end of the
qualifying PTE’s or qualifying trust’s taxable year. If
any filing due date set forth below falls on a weekend
or on a holiday, then the due date becomes the first
business day thereafter.

Filing Extensions
APTE ortrust with a calendaryearend of 12/31/23 can

extend the due date forfiling the IT 1140 to September
15, 2024, provided it qualifies for an IRS extension of
time to file. Ohio does not have an extension request
form but honors the IRS extension. Include a copy of
the IRS extension or IRS acknowledgement, and/or
the extension confirmation number if electronically
filed. See table below.

An extension of time to file does not extend the time
for payment of the tax due.

The PTE or trust must make extension payments per
the “Due Dates for Estimated Tax Payments” taple
below with the required IT 1140 UPC, available at taxs
ohio.gov by searching for “UPC” in the Form Titlelor
Number field. Interest will accrue on any taxinotpaid
by the due date, and penalties may alsowapply.

TY 2023 Due Dates and Extended{Due Dates
FisEzIdYsear IRgaI?:e OhEi;;tli:ue IRS E;&Due OhioDEa);:e. Due
12/31/23 3/15/24 4/15/24 9/15/24 9/15/24

1/31/24 4/15/24 5/15/24 10/15/24 10/15/24
2/29/24 5/15/24 6/15/24 11/15/24 11/15/24
3/31/24 6/15/24 7/15/24 12/15/24 12/45/24
4/30/24 7/15/24 8/15/24 1/15/25 1/15/25
5/31/24 8/15/24 9/15/24 2/15/25 2/15/25
6/30/24 9/15/24 | 10/15/24 3/15/25 3/15/25
7/31/24 10/15/24 | 11/15/24 4146725 4/15/25
8/31/24 11/15/24 {F12/15/24 5/15/25 5/15/25
9/30/24 12/15124 |5A4/15/25 6/15/25 6/15/25
10/31/24 1/15/25 2/16/25 7115/25 7/15/25
11/30/24 2/16[25 3/15/25 8/16125 8/15/25

See R.C.[5747#2 and Ohio Admin Code’5703-07-05.

Thefiscal year€nds refefenced in the above table may
or may not reflect a 12-month filing period. If your due
date falls on a Saturday, Sunday, or legal holiday, the
due date is moved to themext business day.

Estimated Tax Payments
The PTE or trust must make estimated tax payments

with the IT 1140ES Universal Payment Coupon (UPC)
for the entity’s taxable year if the PTE or trust’s
estimated sum of the adjusted qualifying amounts

IT 1140
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exceeds $10,000. The interest penalty applies to
estimated payments not timely made. For more
information, see page 9.

Due Dates for Estimated Tax Payments
If any due date set forth below falls on a weekend

or on a holiday, then the due date becomes the first
business day thereafter.

% Cumulative Estimated Payments
Made:

On or before the 15th day of the month

o R
following the last day of the 1st quarter. 22.5% of the cyfint yegptax liability

On or before the 15th day of the month

o .
following the last day of the 2nd quarter. 45% gffffie clrrgnt TQugltx liability

On or before the 15th day of the month

o .
following the last day of the 3rd quarter. R Qe cugpnt vear tax liaflly

On or before the 15th day of the month
following the last day of the 4th quarter.

Can Investors and Beneficiaries Be HeldPersonally
Liable for the TaxiLiability of the PTE or Trust?

Certain beneficiariesyinvestors, employees,trustees,
officers, members, or managers of the qualifying entity
can be held pegsonally liabléfor the entity’s failure to
file the [y1140:and pay the appropriate tax due.

90% 6f the current yeagfaxiliability

See RC. 5747.453.
Does Ohio Follow theAlternative Preparer Signature

Pr res?

The Depattment follows federal Notice 2004-54.
Howeyer, theypaid preparer must print (not sign)
his/her hame if the PTE authorizes the preparer to
discussythe®feturn with the Department. Preparers
with a'Preparer Tax Identification Number (PTIN) must
provide it on all returns.

See R.C. 5703.262(B) and 5747.08(F).

Can the PTE or Trust’s Tax Preparer Contact the
D rtment A heIT 1140?

The PTE or trust can check the box above the tax
preparer’s name on page 2 of the return to authorize
the preparer to:
e Contact the Department about the status of the
entity’s return, payments, or refund;
e Provide the Department with information missing
from the entity’s return; AND
eRespond to inquiries or notices from the
Department related to the return.

See R.C. 5747.08(J).

How does a PTE or Trust determine its Ohio Method

of Accounting?
A PTE’s or trust’s method of accounting on its Ohio
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IT 1140 return is the same method it used for federal
income tax purposes.

See R.C. 5747.45(B).

When Should the PTE or Trust Complete the ITK-1?
ThelTK-1 allows the PTE or trust to reportitsincome,

adjustments, credits, and apportionment information
to its investors or beneficiaries. The information is
used by the PTE’s investors or trust’s beneficiaries
when completing the IT 1040, IT 1041, 1T 4708, IT 4738
or IT 1140.

The entity must complete two copies of the IT K-1 for
eachinvestor or beneficiary whose incomeisincluded
onthelT 1140. One copy of the IT K-1 must be included
when filing the IT 1140. The other copy should be
provided to the investor or beneficiary.

The IT K-1 is available in the searchable Tax Forms
section at tax.ohio.gov. For additional informatién,
please see the IT K-1 category in the PTE FAQs attax:
ohio.gov.

Investment Pass-Through Entities

Investment PTE Definition. An investment PTE is
a PTE with at least 90% of its assets represented by
intangible assets and at least@0% of its gross income
from one or more of the followifhg sotirces:

+ Transaction fees earned in connectiofwith the
acquisition, ownership or disposition of fatan-
gible property

+ Loan fees

+ Financing fees

+ Consent fees

+ Waiver fees

+ Application fees

+ Net management feesy(management fees re-
ceived, reduéed by managementdfeesincurred
or paid) as longas the net does not exceed 5% of
the pass-through entity’s profit

+ Dividend,income

+ Interéstincome

+ Net capital gains fram the sale or exchange of
intangible property

+ Distributive shares of income and gain from
other PTEs

The percentages are based upon quarterly averages
calculated during the pass-through entity’s taxable
year. For purposes of determining if a PTE is an
investment PTE, intangible assetsinclude investments
in other PTEs.

IT 1140
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See R.C. 5733.401.

Investors in an investment PTE are “deemed
investors” in any other PTE in which the investment
PTE is a direct investor. The operating PTE may
withhold onthe deemed investors at the applicable tax
rate 3% (5% or 8.5% for reporting periods beginning
before 1/1/2023) if a timely notice by the investment
PTE is provided to the operating PTE and includes the
name, address and SSN for each deemegbinvestor.

If timely notice is provided, the investment PTE is
ignored for the purposes of PTE withholdinggand the
operating PTE can withhold on behalf ofithe deemed
investors.

Using the Filing on Behalf'of:Deemed Investors.
There are special benefits'for an investment PTE;

they may use the deemedtimvestor ruléto,eliminate
filing a return. While the operating PEE is tequired
tofile and withheld on behalf of@n investment PTE,
the investent'RTE is NOT required togfile in order
to distribute the ihcome and creditsf The question
of how to,flow/'the income,and credit information to
imvestors is addressedsin APPENDIX A at the end of
the instructions.

Amended Returns

When to Amend{ The entity can file an amended IT
1140 tereportichanges to the originally filed return(s).
An amended seturn can result in either a tax due
or a refund based on the changes. Under certain
citeumstahces, an amended return may be required.
Jo amend the IT 1140, the entity should file a new
fetufn showing the original amounts for any item
that remains unchanged and reflecting all proposed
changes; indicate that it is amended by checking the
box at the top of page 1.

Please include a copy of the following with the
amended return:
e Any canceled checks used as payment on the
originally filed return; AND
e Supporting documentation that reflects the
reason(s) for filing the amended return.

Note: Amended return processing may take at least
180 days from the date of receipt. For additional

information, see tax.ohio.gov for FAQs.

When N Amend the Return
Some common mistakes may not require an amended
return. Some examples include:
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e Math errors;

® Missing pages or schedules;

e Demographic errors;

e Missing any supporting documentation.
In these situations, the department will either make
the corrections to the return or contact the entity to
request the needed documentation.

Requesting a Refund

The entity may want to amend the return to request
an additional deduction or payment. Such changes
may result in a refund. The entity has four years from
the date of the payment to request a refund. The
entity must include supporting documentation to
substantiate the changes reported on the amended
return. Some common required documentation
includes:

e Federal return, including applicable schedules

and attachments;
o |TK-1.

Reporting Additional Tax Due

The entity should amend the return to repext
additional income or reduce a previ@tsly claimed
deduction. Such changes may resultin additional tax
due. Payment should be includedwwith the amended
return using an IT 1140 UPC paymentcoupon.

Changes to The Federal Return
If the IRS makes changes to the federal retuin, either

based on an audit or an amended return, anéthose
changes affect the Ohio return(s), the ghtity is required
to file an amended IT 1140. Do not file the amended
Ohio return(s) until the IRS hasdinalized,the changes
to the federal return. Once theichanges are finalized,
please include a copy of all the following:

e Federal amended 1065, 1120S OR 1041; AND

® |IRS acceptance létter.

Note: Instead of includihgacopy of these dogunients,
the entity may, be able to submit.a copyyof the IRS
Tax AccountTranscript reflecting thelupdated federal
return inforpfation.

The amended T 1140 Shallybe filed not later than
one year after the adjustment has been agreed to or
finally determined folfederal income tax purposes
or any federal income tax'deficiency or refund, or the
abatement or credit resulting therefrom, has been
assessed or paid, whichever occurs first.

See R.C. 5747.45.

IT 1140
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File Prior to Out of Statute

Ohio’s pass-through entity and fiduciary income taxes
generally have a four-year statute of limitations. The
Department has four years to issue an assessment
from the later of when the return was due or filed.
The PTE or fiduciary has four years from the date of
the payment to request a refund. Please see the table
below for details.

Tax Year | Due Date Timely Payment or Withholding Out-of-Statute Date
2019 7/15/20 7/15/24
2020 5/17/21 5/15/25
2021 4/18/22 4/15/26
2022 4/18/23 4/15/27
2023 4/15/24 4/18/28

Schedule I - Reconciliation Tax and Payments

Line 1 - Tax Liability/for Each Column

The amounts on this line are from™Schedule 11, line
20, Columns A%and B for PTE’s, oriline 30 for Trusts. A
differenée will delay processing of thereturn and may
result ima billing or a reduced refund.

Line2 - Interest Penalty

A PTE or trust that'dees nét make timely, sufficient
estimated paymentsimay be subject to the 2210
interest penalty./A PTE or trust filing the IT 1140
should use pages 1 and 3 of the Ohio IT/SD 2210 to
determipe if an interest penalty is due, and if so the
interest penalty amount. Thisformis available on the
Searchable Tax Forms page at tax.ohio.gov.

Notes A PTE may be subject to the interest penalty
evenif it is due a refund when filing its return.

See R.C. 5747.43(C), (D), and (E).

Line 3 - Estimated UPC Payments / 2022
Overpayments Credited to 2023

Enter estimated payments made with an IT 1140 UPC
or EFT payments made through the Ohio Treasurer
of State for this tax year to be applied to this IT 1140.
Enter 2022 over-payments credited to 2023. If both are
made, combine the totals in column A.

Line 3a- IT 4708 / IT 4738 Estimated Payments &
Prior Year IT 4708 or IT 4738 Overpayment Claimed
onIT 1140

Enter the portion of estimated payments made with
an IT 4708 UPC or IT 4738 UPC for this tax year to be
applied to thisIT 1140 UPC. This will resultin a delay
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in processing the return. Amounts listed on this line
cannot be claimed on an IT 4708 or IT 4738.

Do notinclude any IT K-1 credits paid by another PTE
on this line.

Line 3b - IT 1140 Estimated Payments Claimed on
IT 4708

e Foranoriginal IT 1140 return, enter the portion of any
IT 1140 estimated payments made for the tax year
and IT 4708 or IT 4738 overpayment carried forward
from prioryearona T 1140 UPC (reported on line 3)
that the taxpayer wants the Department to apply to
a IT 4708 being filed for the same tax year; OR

o If an amended IT 1140 is being filed and the
original IT 1140 reported an overpayment, enter
the portion of the IT 1140 estimated payments
transferred to the IT 4708 as originally reported
on line 3b of the return PLUS any refund received
on the originally filed return.

Line 5a - Amount of Line 5 to be Credited.to Year
2024

Beginning with filing periods that startion or
after January 1, 2020 the credit carryforward of
overpayments has been reipstated; however, for
tax years 2017-2019 the Depaktment did not pefmit
credit carryforwards. A credit carsyforward, is only
allowed on a timely filed, original return; étherwise,
any overpayment will be refunded.

Line 5b -Amount of Line 5 to be Refunded

Interest on Overpayments /Once thesfeturn has
been verified, if the refund_ exceeds one dollar itlwill
be refunded. Refund interestig paiddrom the latest of
the following dates until the date of the refund:

e The paymentdate;
e The 90th day after the/due datesof the retusn; OR
e The 90th day afterithe returnsvas filed:

During (calendar year 2024, interest accrues on
overpayments at an annu@lrate,0f,8%.

See R.C.5747.11(B) and (C)(2).

Line 7 - Interest Due on Late Payment of Tax

Interestis due on any unpaid tax exceeding one dollar
from the unextended due date until the date the taxis
paid. Generally, the PTE or trust does not owe interest
if it is due a refund. An extension of time to file does
not extend the payment due date. The interest rate for

IT 1140
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calendar year 2024 is 8%.
See R.C. 5747.08(G).

Line 8 - Total Amount Due - Payment Options

Make payments by:
e Electronic check through an approved software
program when filing electronically;
e Sending a personal check/money order with the
Ohio UPC;
e Electronic funds transfer (EFT) thfoughthe Ohio
Treasurer of State.

For questions regarding the EF payment program,
see the Business Tax - Pay Onlihe pageat tax.ohio.gev,
or use the link Electroni Transfer Via Ohi
Tr rer of T Business Tax/

Schedute Il
Qualifying Pass-Through Entities> Tax Due

Line 9 - Qualifying Investors’ Distributive Shares of
Income, Gain,Expense and Loss

Enter onlyagualifying investers’ distributive share of
allineome, gain, expénses and losses.

The following generally can be included on this line:

e Section 59(e)(2),- depletion amortized on federal
Scheddule E;iinclude federal form 4562;

e Deductions allocable to royalties appearing on
federal Schedule E;

o §754 eléetion - §754 election is made to adjust the
basisof partnership when property is distributed
or. when a partnership interest is transferred,

®§743(b) - 743(b) provides in case of the sale or
exchange of partnership interest in which §754 isin
place, the basis of partnership property is adjusted.

Thefollowing generally cannot be included on thisline:

e Charitable contributions;

e Any state or federal credit amount, including the
research and development tax credit and the work
opportunity credit;

e Wage expenses not deducted on the federal return
related to work opportunity credit from Ohio
Schedule of Adjustments;

e [temized deductions from federal Schedule Asuch

as:

e Interest paid on loan proceeds to purchase
investments;

e Any expense incurred to generate investment
income;

e Research and experimental expenditures;

-12 -



e Amounts paid for medical insurance and long
term care.

Note: For more information, see FAQs at tax.ohio.gov.

Line 10 - IRC §168(k) Bonus Depreciation & §179
Expense [ Ohio Authorized Federal Conformity
Add-back

Check the box for the appropriate add-back ratio.
Add 5/6 of Internal Revenue Code (IRC) §168(k) bonus
depreciation allowed under the IRC Code. Also, add
5/6 of any qualifying §179 depreciation expense.

However:

e Replace “5/6” with “2/3” for employers who
increase their Ohio income taxes withholding by
anamountequalto or greaterthan 10 percent over
the previous year;

® Replace “5/6” with “6/6” for taxpayers who incu#
a net operating loss (NOL) for federal incomestax
purposes if the loss was a direct/indirect result of
the §168(k) and/or §179 depreciation expenses:

The amount subject to the add-back is the taxpayer’s
total §179 expense less $25,0004plus alltef the
taxpayer’s §168(k) depreciation expense.

If the amount of qualifying §179,depregiation expénse
is greater than $200,000, the $25,000 deduction is
reduced dollar for dollar by any amount over$200,000,
per the IRC as it existed as of December 31, 2002.

Using the following lines from federal form 4562,
the add-back formula is (line 12* $25,000) + line 14
+ line 25. The sum of these liges issmultiplied by the
appropriate ratio.

Additionally, there is ne,requirement to make Ohig’s
depreciation add-Back'iméither of the following
circumstances:

e The depreciationyis frtom a PTE; andithetifivestor
owns less than 5% of the PTE. This is true even if
the RTE peiforfied the addsback onits Ohio filing
(i.e., tAe'T 1140, IT 470804738); OR

e A PTE WhO increases their Ohio income taxes
withheld over the previgusyear’s by an amount

greater than or equal to the sum of §168(k) and/
or §179 depreciation'amounts.

Example 1: PTE A has total of $180,000 subject to add-
back for the current tax year; $100,000 of qualifying
§179 depreciation expense from PTE A’s business
operations, and $80,000 of §168(k) depreciation from
its distributive share from PTE B.

IT 1140
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Source of  |Add-back Amount §168(k) Add-Back Ratio Add-Back
Depreciation | (§179-$25.000) Amount
PTEA-
X $75,000 5/6 $62,500
operations
PTEB -
distributive share $80,000 5/6 $66,667
Total add-back $129.167
for tax year: ’

Example 2: PTE A owns 100% of PTE B. PTE A has
$180,000 subject to add-back for the current tax year,
asoutlined above. PTE Bincreased its Ohio employer
withholding for its employees by at least 10% over the
previous tax year. PTE Amust use a differefit add-back
ratio for each source of depreciation, andiealculates

its depreciation add-back as follows:
Add-Back - Combined‘add-back

Source of Add-back Amount §168(k) Add-Back Ratio Add-Baek
Depreciation 179-$25.000 Amount
PTEA-
. $75,000 5/6 $62,500
operations
PTEB -
distributive share $80,000 213 $58,333
Total add-back $115,833
for tax year: ’

Example 3: PTE Abhas $180J000 subject to add-back
for the currenttax year, as outlined in Example 1, but
itsfederal taxable incame is ($200,000) (i.e. PTE A has
afederal NOL). PTEA would calculate its depreciation
add-back as follows:

Add-Back - NOL

Source of Add-back Amount §168(k) Add-Back Ratio Add-Back
Depreciation (§179-$25.000) Amount
PTEA-
: $75,000 6/6 $75,000
operations
PTEB.-
distributive hare $80,000 6/6 $80,000
Total add-back
fortax year: $155,000

Enter the total year add-back amount on line 31 of
Schedule V.

For additional information, please see the FAQs and
R.C. 5733.40(A)(5) and 5747.01(A)(17).

Federal Conformity

This line is for federal conformity adjustments. For
updates on Ohio Conformity, see Ohio Conformity
Updates located at tax.ohio.gov.

See R.C. 5701.11.

Line 11 - IRC §168(k) Bonus Depreciation & §179
Expense Deductions / Ohio Authorized Federal
Conformity Deductions /| Amounts Not Subject to
a Tax for Investors

hio Depreciation D ion
Use the table on line 32 to calculate the current
deductions from prior year add-back amounts.
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Deduct:
e 1/5 of prior year 5/6 add-backs
e 1/2 of prior year 2/3 add-backs, AND/OR
e 1/6 of prior year 6/6 add-backs

of applicable §168(k) and §179 depreciation expense
add-backs on a prior year’s IT 1140 or IT 4708.

Note: Deduct only amounts that were added back
by the PTE on a prior year’s IT 1140 or IT 4708. This
deduction is available even if the asset is no longer
owned by the PTE.

The deduction must be taken in equal increments in
consecutive tax years. If the deduction is missed in a
taxable year, any unused portion from any given tax
year is not eligible to be carried forward. Instead, the
PTE would have to amend the prior years’ return to
claim the deduction.

If there is an NOL, the deduction cannot be claifmed
for that year and will be carried forward to the hext
year without an NOL.

For additional information, see the PTEWFAQS in the
Bonus Depreciation category at taxg©hiodgoyv.

See R.C. 5733.40(A)(5) and 5747/01(A)(18).

Federal Conformity Adjustmenits. This lineis also for
federal conformity adjustments. FoFmore infgfmation

see Ohio Conformity Updates at tax.ohig.gov.
See R.C5701.11.

Amounts Not Subject to a Tax on‘or Measured by Net
Income. Distributive shares ofdncanfe from qualifying
PTEs and distributions fromigualifyingtrusts shall'be
reduced by any amount that is nigt subject to a tax on or
measured by net incomfie;See R.C. 5733.40 (A)(2).

Thisincomeinclues but is not limited te thefollowing:

e Federal interestjincome thatdindenfederal law

is exempt from state tax meéasured on'or by net
income,

e All income'that the qualifying PTE earns if the
qualifyifg PTE claifas ah, exemption under U.S.
Public Law 86-272;

e An IPTE’s items ofjincome previously listed;

e Interest income from Ohio public obligations
and Ohio purchase obligations and gains from
the sale or other disposition of Ohio public ob-
ligations.

Additional information for IPTE filers is located in the
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PTE FAQ category “Investment Pass-Through Entities”
at tax.ohio.gov.

See R.C. 5733.401, 5709.76 and IT 1992-01 - Exempt
Federal Interest Income, at tax.ohio.gov.

Line 13 - Related Members Add-Back

All pass-through entities are required to add back
expenses or losses paid or incurred with respect to
transactions involving related members. A “related
member” is:

e Any person described in IR€'§1568(e)that owns
at least 40% of the PTE;

e Anyindividualinvestor, orthe’imvestor’s spouse,
child, grandchild, or paréntif eombined.they own
at least 50% of the PTE;

e Aninvestor thatis apartnership, gstate, trust{ or
corporation, artheinvestor’s partnership, estate,
trust, ofycopporation if combined they own at
least’50% ofithe PTE; OR

e A corporation, or a party related¥o the corpora-
tionithatawould require'an attribution of stock
from the corpogation to the party or from the
party to the cdrporation if the PTE owns at least
50% of the corp@ration.

Ownership.includes:direct, indirect, constructive,
and beneficial.

edDirect - Investor owns a PTE with no other own-
ersin between;

e Indirect - Investor owns a PTE that owns another
PTE;

e "Constructive - Person is not an investor but is
deemed to own the PTE through attribution
because of their relationship to one of the PTE’s
investors;

e Beneficial - Personisabeneficiary of atrust or es-
tate, and thusistreated asan “owner” of the asset.

Note:The attribution rules in IRC §318 apply for pur-
poses of evaluating the ownership requirements.
Common expenses and losses subject to add back
when paid to a related member include:

e Management fees;

® |nterest expenses;

e Rents and royalties;

e Compensation paid to an individual investor’s
family members or other entities;

e Expense sharing, or “common paymaster” ar-
rangements.
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For more information, see FAQs at tax.ohio.gov and
tax alert “Personal Income & Pass-Through Entity

Tax: Meaning of ‘Indirect Ownership”.

Line 14 and 15 - Guaranteed Payments and
Compensation Add-Back

Compensation and guaranteed payments paid by a
PTE, or by a PEO (professional employer organization)
on the PTE’s behalf, to any qualifying investor with at
least 20% direct or indirect ownership is reclassified
as business income.

Note: Agreements that Ohio has with Kentucky,
West Virginia, Pennsylvania, Michigan, and Indiana
relating to the taxation of compensation do not apply.
Compensation paid to a 20% or more investor must
be included on this line.

Example 1: Jimis a Kentucky resident who owns 30%
of PTE A. He provides services for PTE A in Kentaicky,
and is paid a wage for his services. Since Jim owis
at least 20% of PTE A, his wages are reclaSsified as
a distributive share of income. Thus, the wages are
required to beincluded on PTE A's retufn, @venthough
Jim is a Kentucky resident.

Example 2: Karen is an Indiaha resident who owfs
19% of PTE A. Karen receivesywages from PTE A:
However, since Karen does not own at least*20% of
PTE A, her wages are not reclassified as adistributive
share ofincome and are not added backen thisteturn.

See R.C.5733.40(A)(7).
Line 16 - Sum of lines 12 throughd5

This line must equal the sum'ef [inesA2 through 15.°A
difference will delay precessingef the return and may
resultin a billing orgeduted fefund.

Line 20 - Tax Due

This line must'e the productfof line 18 (adjusted
qualifying ameunt)times line 19(tax rate). Adifference
will delay’processing of th@returnand may resultin a
billing or redticed refunth

Schedule Il - Qualifying Pass-Through Entities -
Tax Apportionment Worksheet

Instructions and a worksheet for a financial institution
pass-through entity are available at the end of this booklet.

The PTE must include in its apportionment ratio
its proportionate share of each lower-tiered Pass-

Through Entity’s property, payroll and sales. See R.C.
5747.231.

The three factors are property and payroll, each
weighted at 20%, and sales, weighted at 60%,
for a total of 100%. However, if any factor’s “total
everywhere” is zero, the weights of the remaining
factors must be proportionately increased so that the
total remains 100%.

Example: ABC LLC is a single-member £LC with
no employee payroll. In calculatin®g its?Ohio
apportionment ratio, ABC LLC must Wweight its
property factor at 25% and its sales factor at 75%.

Property Factor
The property factor issthe ratio of:

Averagéyvalue/of property inlOhio
Average valuie of\property everywhere

“Property™includes any real and tangible personal
property thatis owned, rented, subifented, leased
and/or subleased in the.eourse of a trade or business.
Property does not inglude any'ef the following:

e Construction ih,progress;

e Propertymet usedin a trade or business;

e Property for whieh-Ohio hasissued an air, noise, or
industrial water pollution control certificate; AND

e Propertyused exclusively during the tax year for
qualifiedfresearch.

Neote: The original cost of qualifying improvements
to preperty in an enterprise zone, for which Ohio has
issued a Tax Incentive Qualification Certificate, should
only be included in Total Everywhere Property.

The “average value” of business property is calculated
by averaging the total value of all applicable property
owned or rented at the beginning and end of the tax year.
See R.C.5747.21(B) and 5733.05(B)(2)(a) and 5709.65.

Line 21a - Property Owned

Within Ohio: Enter the average value of all Ohio
property owned by the business during the tax year.

Total Everywhere: Enter the average value of all
property owned by the business during the tax year.

Property owned by the businessis valued at its original
cost.
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Line 21b - Property Rented

Within Ohio: Enter the average value of all Ohio
property rented by the business during the tax year.

Total Everywhere: Enter the average value of all
property rented by the business during the tax year.

Property rented by the business is valued at eight
timesthe netannual rental rate (annual rental expense
less subrental receipts).

Payroll Factor
The payroll factor is the ratio of:

Total compensation in Ohio
Total compensation everywhere

“Compensation” means any form of remuneration paid
to an employee for personal services. Compensatigf
does not include any of the following:

e Amounts paid to employees for services unre-
lated to a trade or business;

e Amounts reclassified as a distrib@itive share of
income from a PTE under R.C. 5#33.40(A)(7); AND

e Amounts paid to employees,wh@ are primarily
engaged in qualified resgarch.

Note: Compensation paid to certain€mployees at an
urban job and enterprise zone facility, for which Ohio
has issued a Tax Incentive Qualificatior Certificate,
should be included only in totalg£ompensation
everywhere. See R.C. 5747.21(B) and 5733.05(B) (2)
(b) and 5709.65.

Line 22 - Payroll

Within Ohio: Enter the total c@mpensation paid in
Ohio during the taX'yearsCémpensation is paid in
Ohio if:

e The employee’sjeb is‘entirely ift Ohie;

e The employee’s job is primafilytin Ohiowith only
incidéntalworkoutside ORio;

e The employee performgservices in Ohio and either
the headquarters, dx, if'no headquarters exists,
the place from which“the service is directed or
controlled, is in Ohio; OR

e The employee is a resident of and performs some
servicesin Ohio, and the headquarters or the place
from which the service is directed or controlled is
not in any state in which some part of the service
is performed.

Compensation paid to any employee of a common
or contract motor carrier who performs regularly
assigned duties in more than one state should be as-
signed to Ohio by the ratio of mileage traveled by the
employee in Ohio to the total mileage traveled by the
employee everywhere during the taxable year.

Total Everywhere: Enter the total compensation paid
everywhere during the tax year.

Sales Factor
The sales factor is the ratio of:

Sales in @hio
Sales Everywhere

“Sales” includes gro§sdbusiness receipts such as:

e Receipts from,thesale of real propertyjtangible
personal propetty,or services;

e Receipts from rents and royalties from real and
tangible persenal propérty; OR

e Receipts from the transfer of or the right to use
intelle€tual property such,as trademarks, trade
Rames, patents, and copyrights.

“Sales” does not include any of the following:

e Interest anddividends;

e Receiptsifrom the transfer of intangible property
other than trademarks, trade names, patents,
copyrights or other similar intellectual property;

e “Receipts from the transfer of real or tangible per-
sonal property that is either a capital asset or an
Internal Revenue Code section 1231 asset; AND

e Receipts from sales to certain public utilities,
insurance companies, and financial institutions
described in R.C. 5733.05(B)(2)(c).

Note: Income amounts excluded from the sales factor
may still be considered business income under Ohio
law. See R.C. 5747.21 and 5733.05.

Line 23 - Sales

Within Ohio: Enter gross receipts from sales within
Ohio during the tax year. Sales within Ohio include all
the following:
® Receipts from sales of tangible personal property,
less returns and allowances, to the extent the
property was received by the purchaser in Ohio;
® Receipts from services to the extent the purchaser
ultimately used or received the benefit of the
services in Ohio;
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e Rents and royalties from tangible personal
property to the extent the property was used in
Ohio;

® Receipts from the transfer of certain intellectual
property to the extent the property was used in
Ohio;

® Receipts from the right to use certain intellectual
property to the extent the receipts are based on
the right to use the property in Ohio;

® Receipts from the sale of real property located in
Ohio; AND

e Rents and royalties from real property located in
Ohio.

Note: For tangible personal property, where the
property is “received by the purchaser” is not the
same as where the purchaser takes physical or legal
possession. Instead, itis considered “received” wheré
itis ultimately used by the purchaser.

See R.C. 5733.05(B)(2)(c)(i) and (ii).

Total Everywhere: Enter the gross receipts fromsales
everywhere during the tax year.

Schedule IV - Trusts - Tax Due

A qualifying trustis required tofile aniT 1340 to repaft
and withhold tax on distributions of gertain typ€s of
income to its qualifying beneficiaries. A qualifying
trust is subject to Ohio’s withholding tax when:

e [t distributes gains or net income attributable to
real and/or tangible personal prgperty located in
Ohio;

e Theincomeisdistributed tothe trust’sbeéneficiaries
who are nonresidents of Ohioj AND

e The adjusted qualifyingtamoust of the income
distributed exceeds:$1,000.

Line 25 - Sum of All' Distributions of Income or Gain
Attributable to Tangible Personal PropertyLocated
in Ohio or Real,Property Locatedin Ohio

Enter gains omnet income attributableto real and/or
tangible personal propertyilecated,in Ohio if:
e The income is distributedito the trust’s qualifying
beneficiaries; AND
e The trust’s total"adjusted qualifying amount
exceeds $1,000.

The proportionate share of credits, received by the
trust from an IT K-1 or 1099R on a distribution of
income, must forward to the beneficiaries of the
trust. Report distributed credits on the IT K-1, line 4,

as indirect credits. Include on line 4 the FEIN of the
source entity.

Line 26 - IRC §168(k) Bonus Depreciation and
§179 Expense Add-Back and Federal Conformity
Adjustments

Enter the investor’s/beneficiary’s proportionate
or distributive share of the current year IRC §168K
bonus depreciation and §179 expense add-back. See
Schedule V worksheet.

See R.C. 5733.40(A)(5), 5747.01(A)(17) and.5701.11.
Federal Conformity

This line is for federal conformity additions.

Note: Do not enter any federal adjustments solely
because it is available totan.individual.en,the federal
1040 or the OhioliT 1040.

For updates ol,@hio Conformity,see ©hio €onformity
Updates at tax.ohie.gov.

Line 26ay- Depreciation Add-back Fractions

Check box one of theé'following'add back ratios:

e 6/6if the PTE dnfiddeiany had a federal net oper-
ating loss (NOL) resulting from the deduction of
§168K bonus depreciation and §179 expense; OR

e 2/3 if the,PTE, in the year of the depreciation ex-
pefise, increased its Ohio employer withholding
by,at'leasts10% over the previous year; OR

e,5/6ifithe above scenarios do not apply.

Line27 - IRC §168(k) bonus depreciation and §179
expense deductions from Schedule V and Ohio au-
thorized federal conformity deductions

Use the table on line 32 to calculate the current
deductions from the prior year add-back amounts.
Complete worksheet in schedule V and deduct:

e 1/5 of prior year 5/6 add-backs;

e 1/2 of prior year 2/3 add-backs; AND/OR

e 1/6 of prior year 6/6 add-backs;
of applicable IRC § 168(k) bonus depreciation and
§179 expense add-backs on a prior year’s IT 1140.

NOTE: Deduct only amounts that were added back
by the trust on a prior year’s IT 1140. This deduction
is available even if the asset is no longer owned by
the trust.

The deduction must be taken in equal increments in
consecutive tax years. If the deduction is missed in a
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taxable year, any unused portion from any given tax
year is not eligible to be carried forward. Instead, the
trust would have to amend the prior returns to claim
the deduction. Ifthereis an NOL, the deduction cannot
be claimed for that year and will be carried forward to
the next year without an NOL.

For additional information, see the PTE FAQs in the
Bonus Depreciation category at tax.ohio.gov.

See R.C. 5733.40(A)(5) and 5747.01(A)(18).
Federal Conformity Deducti
This line is for federal conformity deductions.

Note: Do not enter any federal adjustments solely
because the deduction is available to an individual
on the federal 1040 or the Ohio IT 1040.

For updates on Ohio Conformity, see Ohio Confor-
mity Updates at tax.ohio.gov.

See R.C5701.11.

IRC §168(k) Bonus Depreciation
and §179 Expense Add-Back Schedule

Prior tax year add-back amount and add-back ratio.

Line 31 - Total Current Year §168(k) Bostus
Depreciation and §179 ExpenseAdd-Back

Use this line to report current year addéback from
line 10.

Use schedule below to calculate multiple add-backs.

ADD-BACK CALCULATION TABLE

Sourceof | , S g168(k) | Add-back |0 back
Depreciation Add-back_ Amount Ratio (2/3 Amount
Amount —— 5/6, 6/6 ——

Total add-back
for tax year:

§168(k) Bonus Depreciation and §179 Expénse DeductiondWorksheet

A B c D E
Source of | pepreciation | 4Add:back Deduction Anrfiy
Tax Year Depreciation | Add-back Ratio (2/3,5/6 Period Deprecla'hon
2epreciation 6/6) Deduction

Amount Amount

2022

2021

2020

2019

2018

2017

Line 32 - Prior'Years Add-Back Amount and Appli-
cable Add- Back Ratio

Use this table to calculate the current deductions
from prior year add-back amounts and applicable
ratios and report on line 11.

Column B: Enteryour depreciation expense add-back.
Column C: Enter the ratio used (5/6,42/3,0r 6/6) to
calculate your depreciation expense add*back’

Column D: Enter the deduction periodybaséd on the

following chart: [ rame] 20w |
5/6 5VYears
2/3 2 Years
6/6 6 Years

Column E: Divide theamountin Colump.B by Column
D. This is your€annual depreciation deduction
amount” for the deduction period JRéport theamount
online 11 or [N€27 (trusts).

Note: In a givefi tax year, the PTE may'need to report
a mixtureyof add-back raties on Schedule VI, due to
investment in multipl@PTEs. T this scenario, check
the 5/6 box and povidé.an explanation of the ratio.
You miay wish_to attach this explanation to future
years’ returns.

Follow the same procedure for the investors of the PTE
on the i K-1 under Depreciation Information and fill
out the Suppleémental Information portion.

Schedule VI - Investor Information

Provide information for all investors in the PTE. First
list investors whose income is included on the return,
in order from highest to lowest ownership percentage.
Then list the remaininginvestors from highest to lowest
ownership percentage. Indicate investors included on
the return by checking the appropriate box.

Complete investor information must be provided on
both of the following:

« Schedule VI (attach additional sheets if necessary);
AND

«IT K-1s, which the PTE willinclude with its return and
issue to each investor.lost
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[Appendix A - Investment Pass-Through Entities (IPTEs) - Deemed Investor

The deemed investor “look-through” allows an entity to report a lower taxable income amount due to non-
qualifying investors and allows the IPTE investor not to file an Ohio PTE return.

The filing entity must attach a statement to the Ohio PTE return explaining the flow of income and amounts
to tie back to the Schedule K on the federal return.

Although an IPTE investor can avoid filing its own return, the entity must issue an IT K-1 to each of its inves-
tors reporting the flow of income from the operating entity.

For additional “deemed investor” information, visit tax.ohio.gov to review the Withholding Tax Return (IT
1140) FAQ category question “Is a PTE required to withhold on behalf of its qualifying investofs?? or see the
2022 IT 1140 Instructions (Appendix A).

[Appendix B - Filing an Ohio IT 1140 for an IPTE h — ~ VYV

The Department reviews and verifies PTE credits claiméd by a taxpayer on a tax return?Credits are verified
back to the initial source, the operating PTE. When t#ie IRTE has several layers of investors, thelinability to
verify where the credit originated could result in:

e Billing for non-payment

® Reduced refunds

® Requesting information for a full review byia JaxdExaminer

Every entity must document all credits and income being claimed and passed through t6 another entity or

individual. Documentation can includeany of the following:

o [T K-1sissued to the PTE listifig allihvestment solirces ateng'with theginitial Seurce of income and credits
(the operating entity);

® An organization chart, including'BEINs of alb PTEs in the organization; include the initial source of income
and credits (the operating entity); AND

e A narrative outlining the flow of income and ¢redits.

Although not required, an IPTE may elect to/file an IT 1140%g provide more clear and precise information to
the Department for verifying thé flow ofin€ome and ¢redits.
Tofile the IT 1140 as an IPTE:
1.Include on line 9 of the IT 1240 the€ombined total'ef all qualifying investor’s distributive shares of income,
gain, expenses, andlesses
2.Include on line 104RC §168(kybonus depreciation and §179 expense add-back for the current reporting period
3.Include on line"ll:
a.IRC §168(k) bonus depreciatiofi and§179expense incurred for the current reporting period
b. Applicable federal conformity adjustments for the IPTE.
c. Thelnon-qualifying amountfrom the underlying IPTEs or operating companies.
4.Subtractlined1 from lin€9wand report on line 12. This will determine the amount of taxable income to
be apportioned. If thesolésource of income to the IPTE is distributive shares of income from other PTEs,
then the net resultis no adjusted qualifying amount, resulting in zero income to be taxed.
5.The IPTE should include the proportionate share of all indirect income and credits on the IT K-1s issued to
its investors.

NOTE: IT K-1s issued to the PTE cannot be used as a credit or payment on the IT 1140 and should list all
investment sources along with the initial source of income and credits (the operating entity). The entire
amount of the indirect credit must be distributed to the qualifying investors by their proportionate share
showing on the IT K-1 line 4.
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Include the federal return, and all IT K-1s it received from other PTEs in which it holds an ownership interest,
showing the income and credits flowing to it.

Clear representation of the chain of ownership reduces the occurrence of Department notices and inquiries.
See R.C. 5733.401.

For more IPTE information see the FAQ section at tax.ohio.gov.

| Appendix C - PTE with IT K-1 Income |

The PTE credit received from the underlying PTE must not be applied as a credit or payment on'thedT 1140
return. The entire amount of credit must be distributed to the qualifying investors based on owhérshipper-
centage / distributive share in the PTE. This share of the credit is reported on the investors’ IT K1, lire 4.

NOTE: If all investors are not included on the IT 1140, use only the portion of income and credits of the inves-
tors who are included on the return.

To calculate Ohio taxable income for a PTE that received'an IT K-1:

1.Include on line 9 of the IT 1140, the combined tetal ofiall qualifying investor's distributive shares of in-
come, gain, expense, and loss
2.Include on line 10 IRC §168(k) bonus depreciation and §179 expefise add-back for the curréntseporting
period
3.Include on line 11:
a.IRC §168(k) bonus depreciatién and §179 expense”@@duction incurredfonthe cutrent reporting pe-
riod
b.Applicable federal conférmityadjustmentsfor thePTE.
4.Add lines 9 and 10 and subteact line 11. Report omline 12.
5.Include on lines 13-15 - Relatedsnember, guaranteed payments'or compensation add-backs.
6.Add lines 12-15 - This will determine thé'amount of taxable incometo be apportioned.
7.Combine all apportionment ratios from all'BRTEs to arrive atthejaggregate amount of apportionment
8.Calculate tax due:
a.Line 16 multiplied by the aggregate apportionmentiatio.
b. This tax will be owed by'the PTE®that received th&ll K-1 from the underlying entity.
9. Report the calculated tax omihie IT K&-1s as a dikect crédit on line 3.
10. Calculate the total indirectigredits from the undetlying PTEs and report on the IT K-1s as indirect on line 4.

For more IPTE infofmationisee the FAQeection at tax.ohio.gov.
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Apportionment Formula for Financial Institution Pass-Through Entities

For a pass-through entity that is a financial institution, the apportionment formula should be calculated in ac-
cordance with Ohio Revised Code (R.C.) 5733.056. Use worksheet to calculate the apportionment formula for
a pass-through entity that is a financial institution.

Note: All ratios are to be carried to six decimal places.

| Apportionment Ratio | ) @) @)
Ohio Everywhere Ratio

Sales Factor - R.C. 5733.056(F)

[y

. Receipts from the lease, sublease or rental of real property .........

. Receipts from the lease or rental of tangible personal property
. Interest from loans secured by real Property .......cceceeeereenereeneseneeneennenes
. Interest from loans not secured by real Property.........cccccevveeerveneecennneene
. Net gains from the sale of loans secured by real property.......cccccvveveeneennne.

. Net gains from the sale of loans not secured by real property .......c.ccccceveuruenene B v
. Interest and fees charged to credit card holders........ccccevvirieecnninieesmmennnenene
. Net gains from the sale of credit card receivables Q

O 0o N o b~ wWwN

. Credit card issuer’s reimbursement fees
. Receipts from merchant discount.........cccoeeeeveerieenieenrerenens

. Loan-servicing fees from loans secured by real property ...-. ...
. Loan-servicing fees from loans not secured by real property.......cccceveuruenne
. Loan-servicing fees for servicing the loans of others ... e
. Receipts from services not otherwise apportio

. Interest, dividends, net gains and other in @
investment assets and activities and tradinga

Check method: B Avg. value method
16. Certain other receipts ......c.ccccenenns
17. Total. Enter ratio here and on Summa

= e e
w N = O

=
N

=
(&3]

Property Factor - R.C. 5733.056(D) Everywhere

Ohio Everywhere

(©)
Weighted Factor

so that the total weight given to the combined factors used is 100%.
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