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Structure and Composition

The Income Tax Department is comprised of an Administrator, three full-time staff members,
and one part-time staff member who are responsible for administering and enforcing the Income
Tax Ordinance and the Rules and Regulations. The Department’s mission is to respectfully
encourage the highest level of voluntary compliance by assisting, educating, and informing
customers and stakeholders efficiently, effectively, and accurately.

The Administrator is appointed by and reports to the Mayor, who serves as Chairman of the
Income Tax Board. The Administrator reports also to this board, which was designed to
depoliticize the Income Tax Department and to protect it from improper influence. The other
Board members include the Law Director, Treasurer, Auditor, and Council’s Appropriations
Committee Chairman, who are responsible for offering oversight and counsel to the Income Tax
Department and initiating most legislation during a minimum of four quarterly public meetings
each year to ensure the department’s funding, accountability, independence, and objectivity.
The Tax Administrator is neither a voting, nor a non-voting member of the Income Tax Board.

The Mayor, Law Director, and Treasurer each appoint an elector for lifetime service to the Board
of Review, whose purpose is to rule on taxpayers’ initial formal appeals. The Board of Review
members are Mayoral appointment Martin Terry, Law Director appointment Douglas W.
Huffman, and Treasurer appointment John W. Pinksi, CPA.
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Income Tax Department Activities

I. 2009 and 2010 Operating Budgets

As early as mid-August 2008, the Tax Department began reducing its expenses for seasonal
employees. For additional budget cuts in 2009, City Council repealed the resident individual
mandatory filing requirement upon recommendation by the Income Tax Board and the Tax
Administrator. There was an immediate savings of approximately $3,000 in tax forms, $1,800 in
postage costs, and $1,000 in returned mail fees. The department also saved labor hours
throughout 2009 that would have been required to sort, open, review, and process 5,000 income
tax returns that would have yielded no additional revenue to the City. Three thousand taxpayers
submitted even returns who were not required to file.

Further, the department excluded over 5,300 additional packages from the 2009 tax return
mailing by flagging the accounts that provide their own tax forms through software programs
used by professional preparers. Although the unit cost increased, the overall cost decreased.
The department has not been invoiced for this project to report the actual cost. The fees to mail
the tax year 2009 returns fell by over $1,100 (33.3 percent) despite a 4.7 percent increase in
postal rates from the previous year.

This is all in addition to the nearly 40 percent savings the department has experienced since 2005
from eliminating the need for “intelligent inserting” by printing the taxpayers’ names on the
original outgoing envelopes only, rather than on each applicable form that is inserted into the
envelope. (See “Annual Savings on Income Tax Forms” in previous annual reports). We’ll
continue to evaluate the risk of positioning ourselves out of printing market viability (i.e., being
too small of a project for a firm that can provide these services reliably and being too large of a
project for a non-fulfillment print shop).

II. Taxpayer Data Search Services

Beginning in 2009, the Tax Department switched to LexisNexis® for taxpayer data search
services. The LexisNexis® service appears to be far more comprehensive and 60 percent less
expensive than the previous service.



III. Village of Arlington

The Tax Department has completed its seventh year of administering the income tax on behalf of
the Village of Arlington. The process continues to proceed smoothly and routinely. The Tax
Department administers approximately 125 employer withholding accounts and approximately
740 individual and business accounts, of which nearly one-half are returns in which the tax
liability equals the Arlington tax withheld or equals the Arlington credit allowed. In the first six
years, Arlington has contributed over $60,000 toward the Tax Department’s operating budget.
Arlington incurs their own costs for refunds, tax forms, and court costs.

We continue to find the practice beneficial to both municipalities. As anticipated, we have a
greater opportunity to serve a wider range of Findlay taxpayers—non-residents who are
employed within our City limits. Notably, we estimate that Findlay derives 40 to 50 percent of
its employer withholding revenue from non-residents. Considering the nation’s climate toward
state and local taxes—particularly in Ohio over the past several years, it is vital for municipalities
statewide to diligently and comprehensively serve the interests of non-residents who pay
municipal income taxes to the communities where they work.

The Village of Arlington adopted the relevant and compatible portions of Findlay’s Income Tax
Ordinance and the Rules and Regulations to be in effect January 1, 2010. The issues in which
the Village may experience changes include:

1. Imposition of tax on lottery winnings.

2. Rates and application of penalties and interest.

3. The minimum gross monthly rental charge threshold before a
rental is recognized as a business will go from $100 to $300.

4. Refund-tax due threshold will increase from $2 to $5.

5. An Arlington Income Tax Board was established, but with a
different composition than the City of Findlay’s.

Arlington is prohibited from imposing tax on resident shareholders’ distributive shares from S
corporations. Bills originating in both the Ohio House and the Senate established voting
requirements available only to communities that were imposing tax on this income by ordinance,
rule, or regulation as of December 2002, which the Village was not. Senate Bill 180 of the 124th
Ohio General Assembly established a November 2003 voting requirement for distributions from
interstate S corporations, followed by House Bill 127 of the 125th Ohio General Assembly that
established a November 2004 voting requirement for distributions from intrastate S corporations.
As a result, Arlington is eligible to impose tax on S corporations only at the entity level.



IV. NWOTCA and OML

The department continues its active participation in the Ohio Municipal League Income Tax
Committee and, one of its regional arms, the Northwest Ohio Tax Commissioners Association.
Members of the NWOTCA generally meet monthly in the northwest Ohio area to offer training
and interdependent assistance and to discuss tax policies and procedures as well as current and
emerging legislative issues. The NWOTCA also hosts a biannual municipal income tax seminar
for area tax professionals. The next seminar is slated for 2010.

The Ohio Municipal League Income Tax Committee is comprised of income tax administrators
and commissioners from each of the major cities and from several other communities across the
State. The committee functions in a similar fashion as the regional groups, but works directly
with the OML. Statewide, many of these same colleagues have met more specifically as part of
the Ohio Municipal Tax Task Force to influence legislative issues and to encourage uniform
municipal income tax policies, procedures, and practices by Ohio municipalities.

V. Credit Card Payments

Beginning in March 2006, the Income Tax Department partnered with Official Payments to allow
taxpayers to pay taxes using Visa®, MasterCard®, American Express®, and Discover® credit and
debit cards. Taxpayers can visit www.officialpayments.com directly or through a link on the
City’s Internet site, or they can call 1-800-2PAYTAX™ and use an assigned jurisdiction code
(4553). Official Payments charges the users a convenience fee for its electronic transaction
services, so there is no expense to the City.

VI. Equipment Purchases

There were no major equipment or computer equipment purchases in 2009.

VII. Ohio Business Gateway

The Income Tax Department continued to receive a growing number of extension requests,
estimate payments, income tax return filings, and employer withholding remittances through the
Ohio Business Gateway. The employer withholding remittances began for all Ohio municipal
income tax departments in 2007. The Ohio Business Gateway is administered, primarily, by an
arm of the Ohio Department of Taxation in conjunction with several other participating State
agencies.



Ballot Issues, Ordinances, and Federal & State Legislation

I. City of Findlay

Findlay City Council passed Resolution #46-2009, as amended to place Ordinance #2009-082 on
the November 3 ballot for a three-year one-quarter percent increase in the City’s tax rate. Over
fifty-four percent of the voters responded in favor of the increase.

The Income Tax Board and Council followed by passing Resolution #70-2009 to approve
changes to Articles III, IV, V, and VI of the Rules and Regulations related to the new rate and to
wages being taxable whether earned or received. Council also passed Ordinance #2009-109 to
amend Section 6 of the income tax ordinance to require employers that conduct business in
Findlay to withhold the tax from their resident employees—even if they do not work in Findlay.
A similar provision has existed in Article VI of the Rules & Regulations since the tax was
enacted.

In late 2008, in response to that year’s falling revenues, the Income Tax Board recommended that
City Council repeal the remaining one-half percent credit allowed to resident individuals who
work and pay municipal income tax in other communities. Council agreed and passed Ordinance
#2008-086 and Resolution #50-2008 effective January 2009.

To date, the Tax Department has granted credits of $428,000 for 2007 and $423,000 for 2008.
This is the basis for the projected $400,000 annual increase in revenue this measure is likely to
raise. The initial impact in revenue was expected to be felt in 2009 by an increase in the affected
residents’ estimate payments, followed by settlement payments in 2010 when their 2009 returns
are filed.

The 2007 and 2008 amounts mentioned previously were pulled directly from the ‘credit’ field of
residents’ 2007 and 2008 records to which we have posted tax return data. For tax years 2009
and thereafter, we will post no data to this ‘credit’ field and residents who work in other
communities will no longer be required to submit W-2 tax information to account for tax they
have paid in other communities. As a result, there will be no new available information upon
which to report exactly how much revenue this measure will have generated.

When the imposition of tax on lottery winnings was implemented (2001), winners did not have
to report proceeds that were less than the IRS W-2G reporting threshold of $600. Further,
players were able to deduct the cost of lottery tickets, which was intended to mimic Federal
treatment of gambling winnings. In 2008, we informed the Income Tax Board and Council that
the hindrances these two provisions had placed on the Tax Department’s compliance efforts
outweighed the conveniences, if any, they offered to the taxpayers or to the practitioners.
Council responded by passing Ordinance 2008-093 and Resolution 46-2008 to repeal both
provisions. As a result, the City imposes tax on the gross lottery winnings effective January 1,
2009.



II. State of Qhio

On November 19, Representative Tyrone Yates (D-33rd District) introduced Ohio HB 378 “to
eliminate the authority of municipal corporations to exempt stock options and nonqualified
deferred compensation from municipal income taxation.” The bill was assigned to the House
Ways and Means Committee, of which Mr. Yates is a member. (Note: On January 21, 2010,
Governor Ted Strickland appointed Mr. Yates to the bench of Hamilton County Municipal Court
effective January 29.)

II1. United States Congress

In April 2009, U. S. Representative Henry C. Johnson of Georgia introduced House Resolution
2110 in the 111th Congress “to limit the authority of States to tax certain income of employees
for employment duties performed in other States.” Officially dubbed the “Mobile Workforce
State Income Tax Faimess and Simplification Act,” the measure would limit states’ “taxation of
the wages or other remuneration of any employee who performs duties in more than one state to:
(1) the state of the employee's residence; and (2) the state in which the employee is present and
performing employment duties for more than 30 days,” unless the ‘employee’ is a professional
athlete, entertainer, or public figure. The bill was referred to the Subcommittee on Commercial
and Administrative Law, where it resides. Representative Jim Jordan, from Ohio’s fourth
Congressional District, is one of the 15 cosponsors. This essentially replaces House Resolution
3359 introduced by Representative Johnson in the 110th Congress.

Present and historic legislative acts contribute to a list of lost revenue sources including Internal
Revenue Code Section 125 “cafeteria plan” contributions, long-term third-party sick pay, 12-day
incomes of non-resident itinerant employees, and non-Ohio S corporation distributions to
resident individuals.

Income Tax Board Activities

The Income Tax Board’s activities relate to legislative issues that are discussed in part I of the
section above entitled Ballot Issues, Ordinances, and Federal & State Legislation.



2009 Collections

Following the record decrease in overall collections in 2008, Findlay experienced a record
decrease in employer withholding collections. Except for 1995 (the year following the
heightened frequency in employer withholding remittances from quarterly to monthly) and for
2003 (the year Intersil ultimately closed), withholding collections have never failed to increase by
at least two percent—until 2008 when it grew by a meager .485 percent. Unfortunately, the
typically-reliable employer withholding category fell further in 2009 by decreasing 7.687 percent.
Business collections, from tax on businesses’ net profits, continued to decline by 14.742 percent
and represented a record low of only 6.515 percent of total collections—down from a record high
of 31.854 percent of total collections in 2007. The average annual increase in total collections
since 1983 dropped from 5.1 percent through 2008 to approximately 4.6 percent through 2009.
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