MUNICIPAL INCOME TAX

TAXBASE
Thetax isgenerally imposed on:
Wages, salaries, and other compensation earned by resi-
dentsof themunicipality and by non-residentsworkinginthe
municipality; and

Net profits of business (both incorporated and unincorpo-
rated) attributableto activitiesin the municipality or, if that
cannot be determined, net profits apportioned using equal
weighting of property, payroll, and salesinsidethemunicipal
corporation relative to those factors for the business every-
where.

RATES
Statelaw requiresaflat ratewithinamunicipality.

Rateisdetermined|ocally - maximumratewithout voter approval
is1%.

Rates presently vary from alow of 0.25%to ahighof 2.85%;
over half of theratesare at 1%.

MAJOR EXEMPTIONS
Statelaw requiresexemption of:

Military pay or allowances,

Incomeof religious, charitable, or educational institutionsto
the extent derived from tax-exempt property or activities;

Public utilities that are subject to the public utilities tax;
Interest and dividends.
Inaddition, municipalitiesgenerally exempt thefollowing:

Old-age pensions and disability benefits;
Capital gains and losses.

Personal exemptions are not granted.

REVENUE (IN MILLIONS)

Cdendar
Year Total
1997 $2,8075
1998 3,0094
1999 31788
2000 32792
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DISPOSITION OF REVENUE
Collectionsareplacedintothegeneral fund of themunicipality
imposing the tax, although some municipalities earmark por-
tionsof revenuefor capital improvements, bondretirement and
administration of thetax.

SECTIONS OF OHIO REVISED CODE
Chapter 718.

RESPONSIBILITY FOR ADMINISTRATION
Municipality imposing the tax or acentral collection agency
representing various municipalities.

The Tax Commissioner administers the tax with respect to
electric distribution companies.

REMITTER OF TAX
For most taxpayers, wagesand sal ariesare subject towithhol d-
ing by the employer who sends the payment monthly to the

municipality.

Taxpayerswho havetaxabl eincomeonwhichtax hasnot been
withheld must file quarterly declarations.

Businesseswhich havenet profitsearned withinthemunicipal -
ity.

PAYMENT DATES
Between January 1 and April 30, taxpayersgenerally fileannual
returns, reconcilingtax liability with amount remitted through
withholding and estimated payments.

Taxpayers making quarterly declarations file an annual esti-
mated return by April 30 of the current taxable year, and
quarterly paymentsare madeby April 30, July 31, October 31,
and January 31.

SPECIAL PROVISIONS / CREDITS
Partial or full credit canbegiventoresidentswho pay municipal
income taxes to a different municipality where they are em-
ployed.

Priorto2001, if aschool districtisat |east 95% coterminouswith
one or more municipalities, a municipal income tax can be
passed for whichtherevenueisshared with theschool district.
No new levies of thistype can be enacted.
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HISTORY OF MAJOR CHANGES

1946

1957

1987

1992

2000
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* Toledo enacted first tax.

* General Assembly enacted Uniform Municipal In-
come Tax Law establishing statewide regulations.

* Municipality prohibitedfromimposing atax onintan-
gibleincome. Taxesalready ineffect permittedthrough
tax year 1988, unlessmade permanent by referendum.
Two municipalities used this option and continue to
tax intangibleincome.

* Municipalities authorized to grant job creation cre-
dits.

¢ Authorized that income taxes can be shared with a
school district.

* Municipalities authorized to exempt stock options.

* Effectivein2002, electricutilitiesmade subject totax.

* More uniform standards established.

* Beginningin 2001, anonresident workinginamunici-
pality not subjected to municipal income tax if the
nonresident workstwelveor fewer daysinthemunici-
pality. Thetwelveday ruledoesnot apply to profes-
sional athletes, entertainers, or their promoters.

* Beginning in 2003, a municipality that taxes pass-
through entities required to grant to resident taxpay-
ersacredit for taxes paid by apass-through entity to
another municipality if the pass-through entity does
not conduct business in the municipality where the
taxpayer resides.

¢ Tax Comissioner maderesponsiblefor administration
of tax asit appliesto electric companies.

* No new joint municipal/school district taxes permit-
ted.
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COMPARISON WITH OTHER STATES
California

Los Angeles
A payroll expensetax of $33 per year isimposed upon every
person who is engaged in business for the first $4,000 of
payroll plus$8.25 per year for each additional $1,000.

San Francisco

A 1.5% tax isimposed on an employer's payroll expense.
Small businesses (tax liability not to exceed $2,500) are
exempt.

Both taxes are alternatives to the business tax. Taxpayers
pay the greater of the payroll expense tax or the business
grossreceiptstax for each locality.

Indiana
County Adjusted Gross Income Tax

Counties are authorized to levy a tax on resident
individuals at the rate of 0.5%, 0.75%, or 1%, and on
nonresidents at 0.25%. In addition, counties are autho-
rized to adopt a county adjusted grossincometax at the
rate of 1.1% or 1.3%, depending on population size. In
both cases, thetermisfor four years after which therate
dropsto 1.0%.

County Option Income Tax

Counties are authorized to impose a county option in-
cometax whichmay beleviedinitially at 0.2% onresident
county taxpayers and at a rate of 0.05% for all other
county taxpayers. Therate on resident county taxpayers
increases by 0.1% each July 1st, until the rate equals
0.6%. A county incometax council may increasetherate
from 0.6%to 1%in 0.1% annual increments. Theratefor
nonresident taxpayers is always one-fourth of the resi-
dent tax rate.

County Economic Devel opment Income Tax

Counties are authorized to impose a county economic
devel opment tax on residentsand nonresidentsemployed
in the county (excluding nonresidents that live in a
county with an economic development incometax). The
tax raterangesfrom 0.1% to amaximum of 0.5%.
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COMPARISON WITH OTHER STATES (con't.)
Indiana(con't)
Thetotal of acounty'seconomic development tax and the
adjusted gross income tax cannot exceed 1.25%; the
economic development tax combined with the county's
optionincometax cannot exceed 1%, except under special
circumstances when it could go to 1.25%.

Kentucky
L exington-Fayette Urban County Government:
Imposes a 2.25% tax on income for work or services
performed withintheurban county. Alsoimposed on net
profits of businesses and professions conducted within
the county.

Louisville and Jefferson County:

Anannual licensefeeimposed on wages earned by every
employee and net profits of all businesses at atotal rate
of 2.2% (1.25% for the City of Louisville or Jefferson
County, 0.2% for mass transit purposes; plus 0.75% for
public school boards in Jefferson County, including
Louisville). Nonresidentsexempt from additional school
board tax.

Michigan

Citiesmay impose atax at therate of 1% on residents, and
0.5% on nonresidents. EffectiveJuly 1, 1999 and each July
1 thereafter, Detroit’s 3% maximum city tax rate on resi-
dents is reduced by 0.1% until the rate reaches 2%. A
corresponding reduction for nonresidents also applies.
The rate for nonresidents cannot exceed one-half of the
rate for corporations or residents.

New Jer sey
Newark has a payroll tax imposed at the rate of 1% on all
employershavingapayroll of morethan $2,500 per calen-
dar quarter.

New Y ork
New Y ork City
The tax isimposed on resident individuals at graduated
ratesof 2.55%1t0 3.2%. Inaddition, resident individuals,
estates, and trustsare subject to asurcharge of 7% or 14%
depending on income level and filing status.
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COMPARISON WITH OTHER STATES (con't.)
New Y ork (con't)
Y onkers
A city income tax isimposed on residents at arate of
15% of the net state tax. Inaddition, atax of 0.5% s
imposed on the wages earned and net earnings from
self-employment within the city of all nonresidents.

Ohio
Aflat-rateincometax can belevied upto1% without voter
approval inall citiesandvillages. A tax exceeding 1% may
beenacted only withvoter approval. Thetaxisimposed on
wages, salaries, and other compensation of individualsand
net profitsof businessesand pr ofessionsr eceived withinthe
municipality.

Pennsylvania
Citiesand boroughsmay tax earnedincomeand occupational
privilege taxes of individuals and businesses.

Pittsburgh imposes an earned income and net profitstax at
1%.

Florida, Illinois, M assachusetts, Texas,and West Virginia
do not impose municipal incometaxes.
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