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Welcome!

• Presenter: Charles Lewis
 Site Coordinator for Ohio Means Jobs – Cincinnati/Hamilton 

County & AmeriCorps
• Iris Kelsen, Mary Lepper, Jim Yuhas, Keith Gehring, and Kathy 

Lavieri will monitor Zoom Chat

• Our United Way of Greater Cincinnati Support Team
 Adrienne Brandicourt, Program Manager, Free Tax Prep
 Emily Rose, Sr. Project Manager Volunteer Connection
 Jackson Hare, Associate, Free Tax Prep
 Here to deliver a few words
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Your Volunteer Pathway: From today through Tax 
Season

Watch the Tech Training Video 

Volunteer Training Session A

Volunteer Training Session B

Take IRS Online Certification 

Tests

Volunteer at a Tax Site

Information Session

Optional Returning Volunteer 
Training

Optional Special Topics 
Training

Optional State Return Training

3



Agenda
I. Ohio Tax Law Review

• Reciprocal State
• Part Year-Resident
• Non-Resident Reciprocal State

II. Kentucky Tax Law Review
III. Indiana Tax Law Review



Ohio Tax
Law Review​



Presenter
Presentation Notes
Discuss the parts of the main OH return.





Changes in OH Tax Law
Tax rate

Taxable
Nonbusiness Income

Tax Liability
(before tax credits)

0% $0 - $26,050 None

2.75% $26,051 - $100,000
$342 plus 2.75% of the 
amount over $26,050

3.125% > $100,000
$2,394.32 plus 3.125% of
the amount over $100,000

Ohio Educator Expense Deduction has been increased to $300 (previously $250).

Presenter
Presentation Notes
This most notable change is the lowering of the top tax rate from 3.5%.  For 2026, 2.75% will be the top tax bracket.



Manual Entries for OH Tax Return – Schedule of Adjustments
Business Income Deduction
• First $250,000 of Business Income from a sole proprietorship or a pass-through entity is a 100% 

Deduction from Income
• Subtractions from Income -> Form OH IT-BUS (Business Income Schedule)
Portion of Certain College Grants Used to Pay Room and Board
• Deduct any portion of a federal Pell grant and/or Ohio College Opportunity Grant included in 

your federal AGI that was:
 Received by you or your spouse; AND
 Used to pay qualifying room and board expenses, including meal plans.

• Subtractions from Income -> Pell/Ohio College Opportunity taxable grant amounts used to pay 
room and board

Ohio Educator Expenses
• Deduct up to $300 of education expenses in excess of the amount previously deducted on the 

federal tax return.
• Only applies to Ohio residents employed by Ohio public or private school.
• The same federal criteria applies (e.g., kindergarten through grade 12 and worked >= 900 

hours).
• Subtractions from Income -> OH Educator expenses in excess of Federal Deduction



Manual Entries for OH Tax Return – Schedule of Adjustments (Cont’d)
Disability Benefits
• Deduct disability benefits to the extent included in federal AGI.
• You may not deduct:
 Retirement benefits that converted from disability benefits upon reaching their minimum retirement age;
 Temporary wage continuation payments; OR
 Payments for temporary (i.e., expected to last one year or less) illnesses or injuries such as sick pay 

provided by an employer or third-party.
• Subtractions from Income -> Enter Disability Benefits
Survivor Benefits
• Deduct survivor benefits to the extent included in federal AGI.
• Any amounts payable without the death of a covered individual as a precondition are not 

survivor benefits.
• Please consult with the UWGC Free Tax Prep Manager as we are seeking additional guidance 

from OH Department of Taxation.
• Subtractions from Income -> Enter Survivor Benefits
Unreimbursed Medical and Health Care Expenses
• An in-depth demonstration of this deduction will be provided later in this presentation.
• Subtractions from Income -> Unreimbursed Long-Term Care Insurance Premiums, 

Unsubsidized Health Care Insurance Premiums and Excess Health Care Expenses



Manual Entries for OH Tax Return – Schedule of Adjustments/Deductions (Cont’d)
Just be aware of the following deductions that may apply:
• Individual Development Accounts
• STABLE (Ohio ABLE) Contributions
• Ohio Adoption Grant Payments
• Contributions to and Interest Earned on Ohio Homebuyer Plus Accounts
• Contributions to a Pregnancy Resource Center (between October 1, 2025, and December 31, 2025)
• Uniformed Services Retirement Income
• Contributions to a 529 Plan
• Grant Payments for Students Who Are Adopted
• Qualified Organ Donor Expenses



Manual Entries for OH Tax Return – Schedule of Credits
Retirement Income Credit
• A maximum of $200 tax credit for taxpayer and spouse (if filing jointly) with modified 

adjusted gross income, less exemptions, of less than $100,000
• Income received – on account of retirement indicated by Form 1099-R distribution codes 

2, 3 (after reaching MRA) or 7 – from a pension, profit-sharing, or retirement plan (such 
as traditional IRAs or 401(k) plan)

• Cannot be taken if the Ohio Lump Sum Retirement Credit was previously used
• Credits -> Nonrefundable Credits -> Retirement income credit
Campaign Contribution Credit
• Campaign contributions to OH candidates for offices such as house of representatives, 

senate, supreme court and governor
• Maximum credit up to $50 ($100 if filing jointly)
• Credits – Non-Refundable Credits -> Enter State Political Contributions Credit
Residency Credits
• Includes Nonresident, Part-Year Residents and Residents credits
• An in-depth demonstration of this deduction will be provided later in this presentation

Just be aware of the following deductions that may apply:
• Home School Expenses Credit
• Non-chartered, Nonpublic School Tuition Credit

Presenter
Presentation Notes
Also, mention the Ohio Lump Sum Distribution Credit disallows the use of the Senior Citizen Credit in future years and requires a manual input to remove the automatically generated Senior Citizen Credit is needed.



Unreimbursed Medical Care Expenses Worksheet
Ohio offers a standalone medical deduction that sometimes allows taxpayers to deduct 
these expenses at the state level even though they are not itemizing at the Federal. Like 
the Federal, after-tax insurance premiums and unreimbursed qualified medical care 
expenses are deductible:
• FULL amount paid for unsubsidized health insurance premiums (e.g., net* 

Marketplace [ACA] and COBRA) covering the month(s) in which the taxpayer is 
NOT eligible for subsidized insurance.
• OH considers Marketplace insurance unsubsidized even though the taxpayer received a subsidy 

for purchasing it.
• Examples of subsidized health insurance premiums: employer-provided (after-tax) and Medicare.

• FULL amount paid for long-term care (LTC) insurance premiums**; and
• Amount paid in excess of 7.5% of the Federal AGI for:

o insurance premiums covering the period in which the taxpayer IS eligible for 
subsidized health insurance

o other medical expenses (e.g., prescriptions, doctor visits, eyeglasses, mileage, 
etc.)

Note: Unlike Federal, first two types of insurance premiums are not reduced by 7.5% of AGI.

* ACA net cost formula using Form 8962 = Premiums (Column A [-] Advance payment of Premium Tax Credit 
(PTC)(Line 25) [-] Net PTC (Line 26) [+] Excess advance PTC Repayment (Line 29)
** If LTC was capped on Schedule A, then enter the disallowed amount in the Ohio return on Long-Term Care 
Insurance Premiums input screen



Practice Calculation of Net ACA Premiums

Presenter
Presentation Notes
What is the net Marketplace health insurance amount that can be claimed as an itemized deduction for health insurance premium?
Answer:  = $1,575 = $8,147 (Premiums) [-] $8,147 (APTC) [-] $0 Net PTC [+] $1,575 (Excess advance PTC repayment)
Note: Starting 2026, repayment limitations on excess advance PTC will not apply.




Unreimbursed Medical Care Expenses Worksheet (Cont'd)
• Both subsidized and unsubsidized health insurance premiums can occur in the same tax 

year and need to be recorded separately on the Ohio worksheet (e.g., taxpayer 
transitioning from ACA to Medicare).

• Often employer-provided health insurance is offered under Section 125 of the IRC that 
allows employees to pay premiums on a pre-tax basis; this lowers the taxpayer's 
Federal AGI and, therefore, such premiums are not deductible either on the Federal or 
Ohio tax returns.

• Except for insurance premiums, record the medical expenses on the appropriate lines in 
the Federal section, Schedule A.

• The following slides will demonstrate how to record the insurance premiums on Form 
1040/Schedule A so the figures flow to the Ohio worksheet correctly.

Presenter
Presentation Notes
Pre-tax insurance premiums paid by employees are already excluded from Federal AGI.​



Steps to Recording Unreimbursed Medical Expenses
1) Record unsubsidized insurance premiums [i.e., ACA (net) and COBRA].  These and LTC premiums not subject to 7.5% floor.
2) Record subsidized insurance premiums as Other Medical Expenses (e.g., Medicare Supplement after-tax employer-provided).
3) Record remaining expenses on the appropriate lines.

1
2

3

3

Presenter
Presentation Notes
This is for Schedule A

With the exception of lines Insurance premiums and LTC, all the expenses flow through to the OH worksheet for expenses subject to 7.5% floor.  As a result, it does not matter which lines these expenses are entered.



To activate the OH Unreimbursed Health Care worksheet
1. Open OH Return
2. Select Subtractions from Income
3. Select Unreimbursed Long-Term Care... (located at bottom of screen)
4. Select Yes and Continue

Presenter
Presentation Notes
While the information flows through to the Ohio return, the medical deductions aren’t activated until you do this process.




The Refund Summary for OH will update when you return to the State Return 
home screen (i.e., select Exit Ohio Return).

It is suggested to print to screen the OH return to verify the worksheet.



We found this to be the simplest method of entering the subsidized health insurance 
premiums even though it does not appear on exactly the correct worksheet line; line 3 
would be the correct reporting line.  However, based on our experience, this has not been 
a problem with the OH Department of Taxation.

Presenter
Presentation Notes
For experienced preparers, a manual adjustment to the OH deduction can be made to move the subsidized health insurance premiums (in this example, Medicare Supplement) from line 4 to line 3.



The Unreimbursed medical and health care expense is aggregated with the other OH 
deductions (e.g., taxable Social Security benefits, Federal interest and dividends exempt 
from state taxation, educator expense, etc.)

Excerpt from Schedule of Adjustments/Deductions

Excerpt of OH IT 1040

Presenter
Presentation Notes
In this example, the medical deduction of $1,102 saved the taxpayer $30 ($1,102 * 0.0275).



Reciprocal States
OH, KY, and IN have reciprocal agreements with each other that provide for taxpayers to be
taxed by their state of residence, and not the state where income is earned.
• This reciprocity only applies to wages and salaries.
 Other sources of income (e.g., gambling winnings) are exempt from this agreement and would be subject 

to state tax at the origin.
 Local taxes (i.e., county and municipality) are owed to the location of employment.

• If state income taxes are incorrectly withheld for the non-resident state, two state returns will 
need to be prepared: Resident and Non-resident.



Example of OH Resident with KY Withheld State Income Taxes on Wages
1. Select Add Another State Return



Example of OH Resident with KY Withheld State Income Taxes on Wages (Cont’d)
2. Select desired state and Continue



Example of OH Resident with KY Withheld State Income Taxes on Wages (Cont’d)
3. Select Non-Resident and Continue



Example of OH Resident with KY Withheld State Income Taxes on Wages (Cont’d)
4. Select Basic Information



Example of OH Resident with KY Withheld State Income Taxes on Wages (Cont’d)
5. Select Reciprocal State Resident and the applicable Reciprocal State
6. Select to Begin Form 740-NP-R



Example of OH Resident with KY Withheld State Income Taxes on Wages (Cont’d)
7. Select Yes to the first two questions and Continue



Example of OH Resident with KY Withheld State Income Taxes on Wages (Cont’d)
8. Select EXIT KENTUCKY RETURN
9. Suggest printing state returns to screen to verify correct forms are included and full 

refund from the nonresident reciprocal state



Example of OH Resident with KY Withheld State 
Income Taxes on Wages (Cont’d)
• KY Form 740-NP-R is the return needed for a full-

time OH resident who had KY state income taxes 
withheld only on wages or salaries.

• Confirm the full amount of state tax withholding is 
being refunded.

• Inform taxpayer to update their residency with their 
payroll office if permitted by their employer.



Part Year-Resident​
If a taxpayer lived in more than one state during the tax year, state tax returns will need to be 
prepared to report income received while a resident of the respective states.

Example of Taxpayer Moving from KY to OH (Part-Year Resident Returns)
Scenario: Taxpayer moved from KY to OH on June 30, 2025, and earned wages evenly 
throughout the tax year.  Taxpayer presents the following Form W-2.



Example of Taxpayer Moving from KY to OH (Part-Year Resident Returns) Cont’d
1. Complete the federal return.
2. Delete the OH Resident state return that was automatically generated.
3. Add OH and select Part Year.
4. Complete the Nonresident Credit Calculation



Example of Taxpayer Moving from KY to OH (Part-Year Resident Returns) Cont’d

5. Fill in the income allocation to OH.



Example of Taxpayer Moving from KY to OH 
(Part-Year Resident Returns) Cont’d
$17,500 allocated to OH resulted in a $261 
Nonresident credit.



Example of Taxpayer Moving from KY to OH (Part-Year Resident Returns) Cont’d
6. Exit OH return and add KY Part-Year state return.
7. Adjust Form W-2 to allocate KY wages.

 KY return does not have a Nonresident Credit Calculation like OH and IN to allocate 
income.

Excerpt of KY Return – Before Allocating Income on Form W-2

Excerpt of KY Return – After Allocating Income on Form W-2



Non-Resident Return for State Gambling Income​
As previously mentioned, the reciprocity agreement (OH, KY, and IN) does not cover gambling.  
As a result, gambling income is subject to state tax at the origin.

Example of OH Resident with KY Gambling Winnings



Example of OH Resident with KY Gambling Winnings (Cont’d)
1. Complete the federal return.
2. Add KY and select Non-Resident.
3. Go to Basic Information.



Example of OH Resident with KY Gambling Winnings (Cont’d)
4. Go to Income Subject to Tax and input KY source income



Example of OH Resident with KY Gambling Winnings (Cont’d)
The OH Resident Credit was automatically generated after completing the KY Nonresident 
Return.

Excerpt of KY Nonresident Return Excerpts of OH Resident Return
(OH Resident Credit Calculation & Schedule of Credits



Kentucky Tax 
Law Review​





Family Size Tax Credit – Credit to benefit individuals at incomes up to 133% of the 
Federal Poverty Level – Automatically calculated based on family size and modified 
gross income – Schedule ITC

Presenter
Presentation Notes
For 2026, KY is lowering flat rate to 3.5%.



Home Screen for KY Tax Return



Manual Entries for KY Return – MFJ vs MFS
• MFJ vs MFS – Unlike OH and IN, married taxpayers can independently choose the 

most advantageous filing status on their KY tax return (i.e., does not have to match 
federal filing status).
o Married Filing Separately on a Combined Return

 Requires both spouses to have income
 This is the default selection in TaxSlayer if no other filing status is selected
 Per Form 740 instructions, this filing status usually results in a lower tax

o Married Filing Joint Return
o Married Filing Separate Returns

 If this selection is made in TaxSlayer, only the primary taxpayer can e-file and 
the secondary taxpayer will have to file by paper.

 If one of the spouses is filing a federal Form 8379 (Injured Spouse Allocation), 
Kentucky does not recognize this form and will offset the entire refund if a joint 
return is filed.  Taxpayers will need to file separately in Kentucky to achieve 
the same Injured Spouse Allocation protection at the state level.



Manual Entries for KY Return – MFJ vs MFS (Cont’d)
Go to Basic Information to change filing status and Exit Kentucky Return after each 
selection to determine the effect.



Manual Entries for KY Return – Education Credit
• Education Credit –  Form 8863-K must be added to return – not an automatic 

process.  Student must qualify for Federal American Opportunity Credit (25% of 
federal credit up to $625 per return) or Lifetime Learning Credit (25% of federal 
credit up to $500 per return).  Nonrefundable credit.
o Must be for undergraduate studies
o Must be for attending an Accredited Kentucky Postsecondary Institution 

and must be located in Kentucky. Institution must be eligible to participate 
in Department of Education Student Aid Program

o Credits ->Education Credit



Pension Income Exclusion – All taxpayers with pension/retirement income paid under a 
written retirement plan (qualified or unqualified) can exclude it up to $31,110.  An additional 
amount may be excludable if they meet the following criteria:

o Are you retired from the federal government, Commonwealth of Kentucky, or a 
Kentucky local government (incl., police or firefighter)? and,

o Do you have service credit earned before January 1, 1998?

If so, open the Retirement Income (Schedule P) to exclude a predetermined percentage 
of retirement income if pension income is above $31,110

o If the tax-exempt percentage is not known or shown on 1099-R, you will need the 
taxpayer’s employment start and retirement dates to determine excludible 
percentage. 
 Download the pension calculator from the KY Department of Revenue and input 

the above two dates to calculate the tax-exempt percentage: KY Schedule P 
Exclusion Calculator (Excel)

Manual Entries for KY Return – Pension Income Exclusion

https://revenue.ky.gov/_layouts/download.aspx?SourceUrl=https://revenue.ky.gov/Individual/Individual-Income-Tax/Documents/Schedule%20P%20Calculator%203-25-20.xlsx
https://revenue.ky.gov/_layouts/download.aspx?SourceUrl=https://revenue.ky.gov/Individual/Individual-Income-Tax/Documents/Schedule%20P%20Calculator%203-25-20.xlsx


Manual Entries for KY Return – Pension Income Exclusion (Cont’d)
Enter the employment start date and retirement date. Transcribe the calculated 
tax-exempt percentage to Schedule P.



Manual Entries for KY 
Return – Pension Income 
Exclusion (Cont’d)



Manual Entries for KY Return – Pension Income Exclusion (Cont’d)





Indiana Tax Law 
Review​





Indiana has three different individual tax forms:

• IT-40 for full year Indiana residents

• IT-40 RNR – Full year residents of reciprocal states (OH, KY, MI, PA, WI) who:
o work in Indiana and have wages or other compensation that has IN withholding, 
o AND the only IN source income was from wages, tips, self-employment, or other 

compensation.

• IT-40 PNR – Part year or full year non-residents who do NOT qualify to use the IT-40 RNR.
o Use this form to claim excess tax withheld on gambling winnings.



Home Screen for IN Tax Return



Manual Entries for Indiana IT-40 Tax Return
• County Tax Credit– TaxSlayer will prompt for each taxpayer’s county of residence and 

work as of January 1st.
 IN allows an offset credit against the county tax for taxes paid to other localities 

outside of IN. For example, a taxpayer living in Dearborn County, IN, but working in 
KY where Boone County tax is withheld, can use the Boone County tax withholding 
to reduce the IN County tax on their state return.  This is a non-refundable credit.

 If Indiana resident worked out of state, choose “State of OH” or ”State of KY,” etc. as 
the county of work when entering Basic Information.

 The credit is calculated BY THE PREPARER for entry on IN Schedule 6 as “Credit 
for Local Taxes Paid Outside of Indiana.” The IN IT-40 instructions provides a 
worksheet showing how to calculate the credit. Ask your coordinator for help with 
this.

• Renters' Deduction – Enter the total amount of rent paid, the system will apply the 
limitation of $3,000 ($1,500 for MFS).  Need name and address of landlord.
 Enter under Subtractions from Income

• Homeowner Residential Property tax Deduction – Indiana allows a deduction for 
property tax paid on your residence.   Enter the total for the year and the number of 
months lived there.  The system will automatically limit the deduction to $2,500 ($1,250 
for MFS).
 Enter under Subtractions from Income



Manual Entries for IN Tax Return (Cont’d)
• Military retirement income and survivor benefits deduction 632 – For 2022 and later, 

the deduction is equal to the entire amount of military retirement income and/or survivor’s 
benefits. 
 Enter under Subtractions from Income

• National Guard and Reserve Component Members Deduction 621 – Beginning in 
2023, regular military income for National Guard members and armed force reserve 
members is eligible for a full deduction for their military income under this code. Do not 
deduct this income using any other line or three-digit code. Unlike the Military Service 
Deduction on line 7, this deduction does not have a dollar limit.  
 Enter under Subtractions from Income

• Disability Retirement Deduction 602 – To take this deduction you must have been:
 Permanently and totally disabled at the time of retirement,
 Retired on disability before the end of the tax year, and
 Received disability retirement income during the tax year.
 This deduction is limited to a maximum of $5,200 per qualifying individual.
 Enter under Subtractions from Income



Manual Entries for IN Tax Return (Cont’d)
Public School Educator Expense Credit 861
• If you are an eligible educator working for an Indiana public school, you may be 

entitled to a credit for qualified expenses paid for certain classroom supplies.
 Public school includes charters schools and excludes.

• The credit can be as much as $100 ($200 if married filing joint and both spouses meet 
the requirements, but not more than $100 each).

• Credits -> Other Credits -> Other Credit (Down-menu)

Just be aware of the following deductions/credits that may apply:
• Private School/Homeschool Deduction
• Civil Service Annuity Deduction 601
• Indiana Lottery Winnings Annuity Deduction 629
• Indiana529 Education Savings Plan Credit 837
• School Scholarship Credit 849



Thank you!

Thank you for taking this training! 

Thanks for being a VITA volunteer with the United Way of 
Greater Cincinnati’s Free Tax Prep initiative!
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