General Local Tax Guidelines
If an employer is located in a jurisdiction that imposes a local income tax, all employees that work in this location are required to pay this tax.

In some localities, if employees live in a jurisdiction that also imposes a local tax, the employee will be able to apply the amount paid for the worked-in tax to the lived-in tax jurisdiction.

Generally, employers are required to deduct worked-in taxes.  If employees are required to pay lived-in taxes, it is the employer’s option to withhold the additional lived-in taxes.  If employers choose to deduct the optional lived-in taxes, the employer is then accepting all responsibility for the deposits and filings to the resident locality.
If employers do not withhold the lived-in taxes, it is the employee’s responsibility to pay the lived-in taxes to the resident locality.  With this being stated, remember, there are always exceptions.

Local Tax Calculations

Method 1
Local taxes are most often calculated as a percent of an employee’s gross pay.  There are usually no limits on the amount to be deducted for local taxes as there are for SS, FUTA, SUI or SDI.  (Exception:   Kentucky has several locals that have limits)

Method 2
Some localities use the same factors as FIT and SIT to calculate local tax (Example: New York City).  These factors can be:
· Gross pay

· Marital Status

· Number of exemptions

· Pay frequency

Method 3
Some localities require both the employer and employee to pay a flat dollar amount per month, after an employee earns a certain amount in any given month.  (Example: Denver, Colorado requires employers to collect $5.75 after an employee earns $500.00 in any given month).

Method 4
Other localities impose an Occupational Privilege Tax (OPT).  This tax is calculated at a fixed dollar amount.  The tax normally applies only to the political subdivision where a worker is employed. (Example: Pennsylvania).

Method 5
Some localities require the employer to pay a tax.  This tax is usually calculated at a fixed percentage of the gross wages paid to the employees. (Example: Saint Louis, Missouri)
Alabama

The local taxes for Alabama localities are worked-in taxes.  The taxes are paid to the cities in which employees work.  A large majority of the local taxes in Alabama are license fees for the privilege of working in the city. Employers are required to withhold taxes on wages that are earned in the local taxing jurisdiction.
Special Conditions:  Birmingham, Alabama is located in Jefferson County and both jurisdictions require local tax deductions.  If an employer withholds Birmingham local tax, they must also withhold Jefferson County local tax.

Colorado

Taxes in Colorado are worked-in taxes.  Unlike the taxes in other states, local taxes in Colorado are flat-dollar amounts that become due after an employee has earned a certain amount in a month.  Additionally, both employees and employers in this state are responsible for paying the taxes.

Currently, there are only three cities that assess these taxes:
· Aurora, both the EE and ER pay $2.00 per month after the EE has earned $250.00 in any given month.

· Denver, the EE must pay $5.75 per month while the ER pays $4.00 per month after the EE has earned $500.00 in any given month.

· Greenwood Village, both the EE and ER pay $2.00 per month after the EE has earned $250.00 in any given month.

Delaware

Delaware is a worked-in and lived-in local tax state.  Currently, Wilmington is the only city that imposes a local tax.  The following describes the employer’s responsibilities for local tax:

· If ER is located in Wilmington, the local tax must be withheld regardless of where the EE lives.
· If ER is located in Delaware other than in Wilmington, the local tax must be withheld if the EE lives in Wilmington.

· If ER is located outside of Delaware and the EE lives in Wilmington, the ER has the option to withhold if they so desire or make it the EE’s responsibility.

Illinois

The Illinois local tax is worked-in tax that is imposed only by Chicago.  This tax is called Business Expense Tax and is paid by employers with more than 50 full-time employees.  The tax is assessed monthly for each employee earning a minimum wage requirement in a quarter.
Indiana

Local taxes for Indiana are county taxes and they are remitted with the State Income Tax.  The employer’s primary responsibility is to the lived-in county.  Unlike most jurisdictions, the employers are required to first withhold county taxes for the county in which the employee lives.  If the lived-in county does not have a tax, the employer will be responsible for withholding the non-resident tax to the county in which they work.  The non-resident rate will be lower than the resident rate.

Important:  Indiana employees are required to pay taxes to the county in which they lived or worked as of January 1. 

Kentucky

Kentucky is a worked-in city/county tax state.  Most taxes are license fees for working in the cities and counties of Kentucky.  There are some cities that do require resident taxes. 
Employers are required to withhold taxes on wages that are earned in the local taxing jurisdiction.  If an employee lives in a jurisdiction that also imposes a local tax, the employer can choose to deduct the tax, or make it the responsibility of the employee.

Many of the cities in Kentucky fall within counties that also have their own tax.  The following are a few examples of these taxes:
· Louisville/Jefferson County…These jurisdictions have been merged and are now considered the Louisville Metro.  Residents are subject to three taxes: Metro License fee, Mass Transit Tax and School Boards Tax.  Non-residents are subject to two taxes:  Metro License fee and Mass Transit Tax.

· Boone County…this county taxes everyone that works or lives in the county.  Residents are subject to three taxes: County Occupational fee, County Mental Health, Senior Citizen, Mental Retardation fee and County Board of Education fee.  Non-residents are subject to two taxes:  County Occupational fee and County Mental Health, Senior Citizen, Mental Retardation fee.  Additionally, some cities in Boone County also require a worked-in local tax (Example: Florence).
Michigan

Michigan is a lived-in and worked-in local tax state.  Employers, however, are required to withhold taxes for the locality in which wages are earned.  If an employee lives in a jurisdiction that also imposes a local tax the employer may choose to withhold or make it the responsibility of the employee.

If the employer chooses to withhold both the lived-in and worked-in tax, the following rules apply:

· If the EE lives and works in different jurisdictions that have the same tax rate, half of the tax rate is withheld for each jurisdiction.
· If the EE lives and works in different jurisdictions that do not have the same tax rate:  where the lived-in rate is higher, withhold half of the tax rate for the worked-in jurisdiction and withhold half of the lived-in tax rate.  Where the lived-in rate is lower, withhold half of the worked-in rate and only withhold the amount of tax that brings the sum of the tax withheld to that of the lived-in rate.

Missouri
Missouri is primarily a worked-in tax state.  Employers must withhold taxes for wages earned in the local taxing jurisdictions.  Currently, only Kansas City and Saint Louis in Missouri impose the local tax.

Non-residents of these cities are required to pay tax for the percentage of time they work in the city.  Residents are responsible for 100% of the tax. The following describes the employer’s responsibilities for local tax:
· If ER is located in either city, the local tax must be withheld regardless of residence.

· If ER is located outside of either city, the employer may choose to withhold or make it the responsibility of the EE.
Missouri also has an employer paid payroll expense tax.  If an employer has a business in Saint Louis, they are subject to this tax.  The current rate of this tax is 0.5% on wages earned in the city.

New Jersey

Newark, New Jersey has a local tax, paid by the employer, which is based on wages earned within the city.  The current rate is 1.0% and is paid quarterly.

New Mexico

Though it is truly not a Local Tax, every employer covered by the New Mexico Worker’s Compensation Act, who has three or more New Mexico employees, is subject to a special tax.  The tax is a fee of $4.30 per quarter ($2.00 for the EE and $2.30 for the ER) for each employee who is employed on the last working day of the quarter.
New York

New York is both a worked-in and a lived-in city tax state.  There are only two cities that have taxes, New York City and Yonkers.  These taxes are remitted with the State Income Tax.  The following describes the employer responsibilities:

· If EE lives in New York City and works anywhere, the ER must withhold the New York City resident tax.

· If EE lives in Yonkers and works anywhere, the ER must withhold the Yonkers resident tax.

· If EE lives in New York City and works in Yonkers, the ER must withhold New York City resident tax and the Yonkers non-resident tax.

Note:  The rules apply to Yonkers as well as any of the five boroughs of New York City (Brooklyn, Bronx, Manhattan, Queens and Staten Island).

New York City also has an Employer tax.  The tax is called the New York Metropolitan Commuter Transportation Mobility Tax (NYMCTMT). 

The tax is imposed on certain Employers and self-employed individuals located in the counties of New York (Manhattan), Bronx,  Kings (Brooklyn), Queens, Richmond (Staten Island), Rockland, Nassau, Suffolk, Orange, Putnam, Dutchess and Winchester.
The tax is calculated at .34% (.0034) of your payroll expense for all covered EE and is paid quarterly.

Ohio

The local taxes for Ohio localities are worked-in and lived-in taxes.  The primary obligation of employers is to withhold and remit the taxes to the cities in which employees work.  There are also cities that require resident taxes.  In most cases, the employer is not obligated to withhold those, except for Ohio School Districts.

If an employee lives in a jurisdiction that also imposes a local tax, the employer can choose to withhold or make it the responsibility of the employee.  If the employer chooses to withhold the lived-in tax, many resident cities allow a credit based on what is being withheld for the worked-in city.  Most cities in Ohio do allow full credit, but there are some that allow only a partial credit and a few more that do not allow the credit.

Ohio School District
Many school districts in Ohio have taxes.  The Ohio State Income Tax Department collects these taxes, but they are not filed with the state income tax.  The tax is based on where the employee lives.  Employers are required to withhold these resident taxes and there are no credits based upon the worked-in taxes.  Therefore, the fill rate must always be paid.

Not every school district may have a tax.  In Ohio, elections are held twice a year (May and November) and in these elections, voters may decide on enacting a school district tax, repealing a school district tax or changing the rate of the tax.  The effective date of these changes is effective on January 1st of the following year.  Changes are frequent and it is recommended that you check the following website for updates:

http://tax.ohio.gov/divisions/school_district_income/index.stm
Oregon

Oregon local taxes are primarily employer paid.  Employees are not required to pay the tax.  The tax is based on a specified rate on the wages paid for services performed within the district.
Two of the locals are collected by the state and are included with the Oregon OQ Form for State Income Tax and Unemployment Tax.  The two are:

· Trimet Transit District…includes the Portland metropolitan district including the counties of Clackamus, Multnomah and Washington.
· Lane Mass Transit District…includes the cities of Eugene and Springfield and the surrounding areas of Lane County.

The remaining local taxes are collected separately and include:

· City of Canby 

· South Clackamus Transit tax

· City of Sandy

· Wilsonville Transit tax

Oregon Worker’s Benefit Fund

The Oregon Worker’s Benefit Fund combines the reporting and payment on the quarterly Oregon OQ Form.  The tax is based upon actual hours’ subject worked.  The fund requires employee withholding of 1.4 cents per hour with the employer matching.  The total 2010 rate is 2.8 cents per hour.

Pennsylvania

In Pennsylvania the local taxes are lived-in and worked-in taxes.  The taxes are authorized by municipalities and school districts.  There are three employee taxes and one employer tax in Pennsylvania.  They consist of:
· Earned income tax

· School district tax

· Emergency Municipal Services tax (EMST) and Occupational Privilege tax (OPT)
· Business Privilege tax

Earned income tax &

School district tax
While the tax is a resident tax, if an ordinance contains a provision imposing the earned income tax on nonresidents, the employer is required to withhold from all employees regardless of their place of residence.  Responsibility for transmitting withheld taxes of nonresidents to the employees’ place of residence rests with the tax officer, not the employer.  In addition, while most collectors will forward the taxes to the employee’s lived-in jurisdiction, in a few cases, the collector will only collect for the residents of that jurisdiction.
Generally, local taxes are remitted to one collector; however, in some jurisdictions and school districts, the tax is remitted to separate collectors. The following are some helpful hints for identifying the correct taxing municipality for your employees:

· Determine the municipality…identify the municipality where the employee works.

· Determine the county…many municipalities in Pennsylvania have the same name, but are in different counties.  Determining the county can assist you in identifying the correct municipality.
· Determine the collector(s)…often school district tax and local tax are paid to separate collectors. 
· Determine the residency status…Some tax collectors will only collect for residents of their municipality.  Also, there are variable rate in some localities for residents and nonresidents. 

The Pennsylvania Municipality web site can assist you in this search:


http://munstatspa.dced.state.pa.us/Registers.aspx
Notice on the left side menu, there is a place to “Find your employees by their address”.  After entering this page, you can enter your employee and the employer address and receive a report that tells you everything you will need, including the type of tax required, the rate and the collector.

LST and OPT

In addition to the Earned Income Tax, many of Pennsylvania localities also impose an Occupational Privilege Tax.  In recent years, many localities have changed the name of this tax to the Local Services Tax.  The tax is only paid once per year.  The tax is a worked-in tax and must be paid by every employee who works in a municipality or school district in Pennsylvania that has the tax and has met a wage threshold.  The wage threshold varies by locality, but ranges between $2,000 and $10,000. It is recommended that the tax be deducted from the employees’ first payroll of the year, but some localities allow employers to split the deduction over the first quarter worked.  

Once an employee pays the tax, regardless of the employer who withheld it, the employee does not have to pay it again until the next year.  The tax amount varies by locality from $5 per year to $52 per year.  Once again, further information for this tax is identified on the Pennsylvania Municipality web site.
Business Privilege Tax

Effective for the year 2005, the City of Pittsburgh began levying a Payroll tax on employers.  This tax is separate and distinct from the Earned Income tax on employees.  The tax is levied at .55% (.0055) on the gross payroll of the business that is located in the City of Pittsburgh that has income producing activities within the City.  The tax is paid quarterly and will be based upon the previous quarter.
West Virginia

In West Virginia the tax is a worked-in tax and is called a “Service fee”.  Currently, the tax is only collected in the Cities of Charleston and Huntington for businesses located in their cities.  The fee of $1.00 per employee per week for Charleston and $2.00 per employee per week for Huntington may be submitted on a monthly or quarterly basis. 

Helpful tax related web sites for detail information on many localities that impose a tax: 

American Payroll Association

http://www.americanpayroll.org/localtaxlinks.html
Tax and Accounting sites directory

http://www.taxsites.com/state.html
U.S. Census Bureau
http://factfinder.census.gov
Alabama Local Tax

http://www.amroa.com/roster.htm

Denver, Colorado Local Tax

http://www.denvergov.org

Wilmington, Delaware Local Tax

http://www.ci.wilminton.de.us/departements/finance.htm
Indiana Local Tax

http://www.in.gov/dor/

Kentucky Local Tax

http://www.kyola.org

Michigan Local Tax

http://www.statelocalgov.net/state-mi.htm
Kansas City, Missouri Local Tax

http://www.kcmo.org/finance.nsf/Web/forms?opendocument
Saint Louis, Missouri

http://stlouis.missouri.org/citygov/collector/
New York Local Tax

http://www.tax.state.ny.us
Ohio Local Tax

http://tax.ohio.gov/online_services/thefinder.stm
http://tax.ohio.gov/divisions/school_district_income/index.stm
Oregon Local Tax

http://www.oregon.gov/DOR/BUS/withholding.shtml
Pennsylvania Local Tax

http://munstatspa.dced.state.pa.us/Registers.aspx
City of Pittsburgh, PA

http://www.city.pittsburgh.pa.us/finance/
City of Philadelphia, PA

http://www.phila.gov/revenue/
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