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GENERAL INFORMATION

The Adminigrator, as referred to in these Regulations, means the Administrator or the Executive Director
of the Regiond Income Tax Agency (RITA), except as referred to in Section 8:04, in which case
Adminigrator means the Adminidrator of this municipdlity.

Any place in these Regulations where the term this municipdity appears, the name of any member
municipality can be substituted.

In the event of a conflict with these Regulations and any
provison(s) of the Ordinance of this municipdlity, the
Ordinance will supersede.

REGIONAL INCOME TAX AGENCY

FORM 11 - EMPLOYER'S MUNICIPAL TAX WITHHOLDING STATEMENT
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A return used to report tota taxable wages for a given period, aong with the tax on such wages. Tax to
be remitted with and distributed on the form.

FORM 11A — AMENDED TAX WITHHOLDING STATEMENT

A return used to amend prior filed municipal withholding statements. This form generates additiona
ligbilities, refunds or credits.

FORM 17 RECONCILIATION OF RETURNS

A return used as abdance of dl tax paid on Form 11 for agiven year. Itisto be submitted dong with IRS
Forms W-2.

FORM 20 - DECLARATION OF ESTIMATED MUNICIPAL TAX ON NET PROFITS

A return used for the estimation of net profits at the beginning of each tax year. This return generates a
billing statement for subsequent quarterly payments.

FORM 27 - ANNUAL NET PROFITSTAX RETURN

A return used as the comprehensive annud or short year tax report for a given tax year.

FORM 32 - DECLARATION OF ESTIMATED INCOME TAX

A formused by individuas to caculate estimated taxes on earned income. This form generates hilling
Statements for subsequent estimated payments.

FORM 37 - ANNUAL INDIVIDUAL MUNICIPAL INCOME TAX RETURN

A form used as the comprehensve annud tax return of an individua for agiven tax year. Wages, other
compensation and unincorporated businessincome are to be reported on this form.

FORM 10-A - APPLICATION FOR MUNICIPAL INCOME TAX REFUND

A formto be used by individuds to gpply for refunds on excess withholding of taxes by an employer.
APPLICATION FOR AUTOMATIC EXTENSON

A form to be submitted when requesting an extension of time to file. This form is not an extenson of
payment.

INDIVIDUAL DECLARATION OF EXEMPTION




A form used by an individud who is exempt from filing Form 37 - ANNUAL INDIVIDUAL
MUNICIPAL INCOME TAX RETURN.

1:.01

1:.02

1:03

1.04

1:05

1:06

1:07

1:08

CHAPTER 1:00

DEFINITIONS

For purposes of these Rules and Regulations, the sngular shall include the plurd and the
measculine shdl indude the feminine and the neuter with regard to the terms, phrases, words
and the derivatives used herein. As used in these Rules and Regulations, the following
words defined herein shdl have the meaning ascribed to them in this Chapter except where
the context clearly indicates or requires a different meaning.

ADMINISTRATOR meansthe individuad designated by the Ordinance to administer and
enforce the provisions of the Income Tax Ordinance of this municipdity and includes the
Adminigrator of the Regiond Income Tax Agency.

ASSOCIATION means a partnership, cooperative, limited partnership, joint venture or
any other form of unincorporated enterprise owned by two or more persons.

BOARD OF REVIEW means the Board created by and congtituted as provided for in the
Ordinance of this municipdity.

BUSINESS means an enterprise, cooperative activity, professon or undertaking of any
nature conducted for profit or ordinarily conducted for profit whether by an individua,
partnership, association, corporation or any other entity, excluding, however, dl non-profit
corporaions which are exempt from the payment of federal incometax. The adminidration
of adecedent's estate by the executor or administrator and the mere custody, supervision
and management of trust property under an intervivos or tetamentary trust unaccompanied
by the actud operation of abusiness, shdl not be construed as the operation of abusiness.

CORPORATION means acorporation or joint sock association organized under the laws
of the United States, the State of Ohio or any other State, territory, foreign country or

dependency.

DOMICILE isthat place where an individua has histrue, fixed and permanent home and
principle establishment and to which, whenever he is absent, he has the intention of
returning.

EMPLOYEE means one who works for wages, sdary, commission or other type of
8
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1:10
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1:12

1:13
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compensation in the service of an employer. Generdly, the relaionship of employer and
employee exists when the person for whom services are performed has the right to control
and direct the individua who performs the services, not only as to the result to be
accomplished, but aso as to the details and means by which that result is accomplished.

Any person from whom an employer is required to withhold for federal income tax
purposes shal prima facie be deemed an employee.

EMPLOYER means an individua, association, corporation or other entity, who or that
employs one or more persons on asaary, wage, commission or other compensation basis
whether or not such employer is engaged in business or operated for a profit. The term
employer includes the State of Ohio, its politicd subdivisons and its agencies,
insrumentdities, boards, bureaus, departments, etc., as well as other governmenta
subdivisons, agencies, instrumentalities, boards, bureaus, departments, etc., to the extent
that any such body withholds tax on amandatory or voluntary basis. No rights, duties or
obligations are imposed with respect to any such body not otherwise authorized by law.

The term employer does not include a person who employs only domestic help for such
person's private residence.

FISCAL YEAR means an accounting period of twelve (12) months or less ending on any
day other than December 31<. Only fiscd years accepted by the Internal Revenue Service
for federd income tax purposes may be used for municipa income tax purposes.

FUNDAMENTAL CHANGE means any subgstantid ateration by an employer, including
liquidation, dissolution, bankruptcy and reorganizations such as merger, consolidation,
acquistion, trandfer or change in identity, form or organization.

Generic Tax Returns. A generic form means an eectronic or paper form designed for
reporting estimated municipa income taxes and annual municipa income tax lighility.
However, to be acceptable the generic forms mugt be in asmilar format that will dlow the
processng of the generic forms without changing RITA’S existing procedures for
processing forms.

GROSS RECEIPTS means the tota income from any source whatsoever. (ross receipts
shdl include, but not be limited to, income in the form of commissions, fees, rentds, redl
and tangible persona property, and other compensation for work or services performed
or rendered, as well asincome from saes of stock in trade.

JEDD (JOINT ECONOMIC DEVELOPMENT DISTRICT) means two or more
municipa corporations may enter into a contract whereby they agree to sharein the costs
of improvements or an area located in one or more of the contracting municipa
corporations that they designate as a joint economic development digtrict for the purpose
of facilitating new or expanded growth for commercia or economic development in the

9
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state. (See O.R.C. 715.69 and 715.691 for JEDZ’ S and 715.70-715.83 for JEDD’S)

MANAGER means any of the employer's officers, responsible persons, employees having
control or supervision, and employees charged with the responsbility of filing the return,
paying taxes and otherwise complying with the ordinance.

NET PROFITS meansthe net gain from the operation of abusiness, professon, enterprise
or other activity after deduction of al ordinary and necessary expenses paid or accrued in
accordance with the accounting method used by the taxpayer for federad income tax

pUrpOSES.

A. Net profits as disclosed on any return filed pursuant to the provisons of the
Ordinance shdl be computed by the same accounting method used in reporting net
income to the Federd Internal Revenue Service (providing such method does not
conflict with any provisons of the Ordinance).

All ordinary and necessary expenses of doing business, including reasonable
compensation paid employees, shdl be dlowed, but no deduction may be daimed
for sdlary or withdrawa of a proprietor or of the partners, members or other
owners of any unincorporated business or enterprise.

1.

If not claimed as part of the cost of goods sold elsewhere in the return
filed, there may be clamed and alowed a reasonable deduction for
depreciation, depletion, obsolescence, losses resulting from theft or
casualty not compensated for by insurance or otherwise of property used
in trade or business, but the amount may not exceed that recognized for
the purposes of the federa income tax.

Current amortization of equipment, facilities and other property under the
provisons of the Internal Revenue Code, if recognized as such for federa
income tax purposes, may be included as an expense deduction hereunder.

Where depreciable property isvoluntarily destroyed, only the cost of such
demoalition and the undepreciated balance thereof will be alowed as an
expense in the year of such demoalition to the extent allowable for federa
income tax purposes.

Bad debtsin areasonable amount may be dlowed in the year ascertained
worthless and charged off; or, if the reserve method is used, areasonable
addition to the reserve may be clamed, but in no event shal the amount
exceed the amount allowable for federal income tax purposes.

Only taxes directly connected with the business may be claimed as a
10
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deduction. If for any reason the income from property is not subject to the
tax, then taxes on and other expenses of said property are not deductible.
Inany event, thefollowing taxes are not deductible from income: the tax
under the Ordinance, federd or other taxes based upon income, gift or
inheritance taxes, franchise tax, and taxes for locad benefits or
improvements to property which tend to gppreciate the va ue thereof.

6. Capitd gains and losses,as determined under the Interna Revenue Code,
from sale, exchange or other digposition or property shall not be taken into
congderation in arriving a net profits earned.

7. In generd, non-taxable income and expenses incurred in connection
therewith are not to be congdered in determining net profits.

NON-RESIDENT means an individud domiciled outsde the boundaries of this
municipdity.

NON-RESIDENT UNINCORPORATED BUSINESS ENTITY means an
unincorporated business entity not having an office or place of busness within this

municipdity.

ORDINANCE means the Income Tax Ordinance enacted by the Council in this
municipdity and any amendments and supplements thereto.

PASS THROUGH ENTITIES means a partnership, S Corporation, Limited Liability
Company or any other class of entity the income or profits from which are given pass-
through trestment under the Internal Revenue Code. S Corporation means a corporation
that has made an Election under Subchapter S of Chapter 1 of Subtitle A of the Interna
Revenue Code for itstaxable year. Limited Liability Company meansaLimited Liability
Company formed under chapter 1705 of the Ohio Revised Code or under the laws of
another gtate. In the case of Pass Through Entities, whether domestic or foreign and
whether or not such corporations have an officeor place of business in this municipdlity,
there is imposaed an annud tax on the net profits earned and received or earned and
accrued during the effective period of the Ordinance determined by amethod of alocation
provided in Chapter 3:00 hereof, derived from sales made, work done, services performed
or rendered and business or other activities conducted in this municipdlity.

PERSON means every naturd person, fiduciary, association, corporation or other entity.
Whenever used in aclause prescribing or imposing a pendty, the term person, as gpplied
to an unincorporated entity, shal mean the partners or members thereof, and as gpplied to
acorporation, the officers thereof.

PLACE OF BUSINESS means any bonafide office (other than a mere statutory office),
11
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1:28

1:29

1:30

1:31

2:01

factory, warehouse or other pace which is occupied and used by the taxpayer in carrying
on any business activity individudly or through one or more of his regular employees
regularly in attendance.

REAL PROPERTY, as the term is used in these Regulations, shdl include commercid
property, resdentia property, farm property and any and al types of red edtate.

REGIONAL INCOME TAX AGENCY (RITA) meansthe organization formed under the
Regiond Council of Governments to provide a central collection agency for municipd
income taxes.

RESIDENT means an individud domiciled in thismunicipdlity at any time during the taxable
year.

RESIDENT UNINCORPORATED BUSINESS ENTITY means an unincorporated
business entity having an office or place of business within this municipdlity.

TAXABLE INCOME meanswages, sdaries and other compensation paid by an employer
or employers before deductions of any kind and/or Gross income and or the net profits
from the operation of a business, profession or other enterprise or activity adjusted in
accordance with the provisons of the Ordinance (see Section 5:01.G of these Regulations
entitled "Non-reimbursed Business and Moving Expenses’).

TAXABLE YEAR means the cdendar year or the fisca year used as the basis on which
net profits are to be computed under the Ordinance, and in the case of a return for a
fractiona part of ayear, the period for which such return is required to be made.

TAXING MUNICIPALITY means any municipa corporation levying amunicipd income
tax on income.

TAXPAY ER means a person (whether an individual, association, corporation or other
entity) required by the Ordinance to file areturn or pay atax.

TAX YEAR meansthe year in which the taxable year begins.

CHAPTER 2:00

IMPOSITION OF INCOME TAX
(RATE AND INCOME TAXABLE)

Resdent Individuas

12



In the case of resdents of this munidpelity, an annud tax isimposed on al sdaries,
wages, commissions and other compensation earned and received, or earned and
accrued, during the effective period of the Ordinance.

For the purpose of determining the tax on Gross Income of resident taxpayers
under the Rate and Income Taxable Section of the Ordinance, the source of
earnings and the place or places in or at which the services were rendered are
immateria. All such earnings, wherever earned, are taxable. The location of the
place from which payment is made or where payment is recaived isimmaterid.

The following are items which are subject to the tax imposed by the Rate and
Income Taxable Section of this municipdity’s Ordinance.

1.

Sdaries, wages, bonuses and incentive payments (Any Income)earned by
an individual whether directly or through an agent and whether in cash or
in property for services rendered during the tax period as:

a

An officer or employee of acorporation (induding charitable and
other non-profit organizations).

An employee (as distinguished from a partner or member) of a
partnership, limited partnership, fiducary or any form of
unincorporated enterprise owned by two or more persons.

An employee (as distinguished from a proprietor) of a busness,
trade or profession conducted by an individual owner.

An officer or employee (whether elected, appointed or
commissoned) of the United States Government or of a
corporation created and owned or controlled by the

United States Government, or any of its

agencies, or any foreign country or dependency, except military
pay exempted as stated in Section 4:01 of these Regulations.

An employee of any other entity or person, whether based on
hourly, daly, weekly, semi-monthly, monthly, annua, unit of
production or piece-work rates.

Commissions earned by ataxpayer whether directly or through an agent
and whether in cash or in property for services rendered during the
effective period of the Ordinance, regardiess of how computed or by
whom or wheresoever paid.
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If amounts received as a drawing account exceed the commissons
earned and the excess is not subject to the demand of the
employer for repayment, the tax is payable on the amounts
received as a drawing account (but not then on the commissions
as0).

Amounts received from an employer for expenses and wsed as
such by the individua receiving them are not deemed to be
compensation if the employer deducts such expenses or advances
as such from his gross income for the purposes of determining his
net profits taxable under federal law and the employee is not
required to include such receipts as income (or has directly
offsetting business expenses) on hisfedera income tax return.

If commissons are included in the net earnings of the trade,
business, profession, enterprise or activity, carried on by an
unincorporated entity of which the individual receiving such
commission isowner or part owner and, therefore, subject to the
tax on the net profits provisons of the Ordinance, they shdl not be
taxed under the provisons relating to sdaries, wages or
commissons earned.

Fees, indluding Director's fees, unlessfees are properly includable as part
of the net profits of atrade, business, profession, or enterprise regularly
carried by an unincorporated entity owned or partly owned

by said individua and such net profits are subject to the tax under the net
profits provison of the Ordinance.

Other compensation shdl include:

a

b.

Tips received by waiters and others.
Bonuses.
Gifts or gratuitiesin connection with employment.

Compensation paid to domestic servants, casud employees and
other types of employees.

Benefits resulting from employers assuming a tax imposed on
employees.

Fellowships, grants or stipends paid to a graduate in the full
14



amount, except that amount allocated in writing for tuition, books
and |aboratory fees shal be excluded.

Dismissa or severance pay or other form of termination pay.
I ncentive payments.

Retirement and Other Plans — Employee, Partners contributions
to retirement plans are neither excludable nor deductible by the
employee.  Withholding applies to the employegs full
compensation unreduced by an employee's contribution to a
retirement plan. The same rules gpply with respect to other
amounts withheld from employees and contributed to other types
of plans.

Contributions made by, or on behaf of employeesto "cafeteria’
plans and other smilar employee benefit plans.

Stock options given as compensation and when exercised. The
tax is due to the municipdity of the workplace and or residence a
the time of the purchase. The amount of taxable income is the

difference between the price paid for the sock and the fair
market value of the stock at the time of purchase,

Redtricted stock given as compensation shal be taxed at the far
market vaue at thetime dl redtrictions lgpse.

Income from Pass Through Entities. (Initidly Taxed at Entity Leve
See Section 205 & 3.0). In addition a didribution from a
Subchapter S Corporation will be treated as earned income
(wages) if it was for services performed. If ataxpayer does not
cdam such compensation as wages, RI.T.A. will treat the
digtribution as earned income to the extent that it isafair wage for
the services performed.

Royalty Income - Income earned by a taxpayer from a royalty
interest in the production of an oil or gas wel, whether managed,
extracted or operated by the taxpayer individually or through an
agent or other representative, shal be included in the computation
of net profits from a business activity to the extent that such royalty
interest congtitutes a business activity of the taxpayer. Where the
gross income received by a taxpayer from royadty interest in the
production of an oil or gas well in a taxable year exceeds
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$3,000.00, it shal be prima facie evidence that the income was
derived from a business activity of such taxpayer and the net
income from such royalty interest shal be subject to tax.

0. Deferred compensation.
p. Profit-sharing plans.
g Supplementa unemployment benefit pay.

r. If the income appears on Form W-2 and is not defined in Chapter
4:00 as non-taxable income, it shal be consdered other
compensation and, therefore, taxable to aresident individual.

S. The employer'sincome derived from finance and carrying charges
associated with their consumers accounts receivable.

t. L ottery/gambling winnings.
u. Third-party sick pay.
V. Fringe Bendfits

5. Vacations, Holidays, Sickness, etc. - Payments made to employees by an
employer asvacation or holiday wages are taxable. Payments madeto an
employee by an employer directly under awage continuation plan during
periods of disability or sickness are taxable. Such vacation, holiday,
disability or sckness payments shal be gpportioned in the same retio as
regular wages if the employee works in more than one municipdity.

6. Where compensation ispaid or recaeived in property, itsfair market vaue,
at the time of receipt, shal be subject to the tax and to withholding.
However, with regard to stock options and redtricted stocks, such
compensation shdl be taxed in accordance with 201 B4 K and L. Board,
lodging and amilar items received by an employeein lieu of additiond cash
compensation shal be included in earnings at their far market vaue
except that in the case of domestics and other employees whose duties
require them to live a their place of employment or assgnment, board and
lodging shall not be considered as wages or compensation earned.

2:02 Non-resdent Individuds

A. In the case of individuals who are not resdents of thismunidpdlity, there is imposed
16



under the Ordinance a tax on dl sdaries, wages, commissons and other
compensation earned and received or earned and accrued on and after the
effective date of the Ordinance for work done or services rendered or performed
within this munidpdlity, whether such compensation or remuneration is received or
earned directly or through an agent and whether paid in cash or in property. The
location of the place from which payment is made or where payment is received
isimmaterid.

The items subject to tax under the Rate and Income Taxable Section of the
Ordinance are the same as those listed and defined in Section 2:01.B. hereof. For
the methods of computing the extent of such work or services performed within a
taxing community in cases involving compensation for persond services partly
within and partly without this munidpdity, see Section 6:02.E hereof.

2:03 Res dent Unincorporated Businesses

A.

In the case of resdent unincorporated businesses, professions, enterprises,
undertakings or other activities conducted, operated, engaged in, prosecuted or
carried on in this municipdity, there is imposed an annud tax on the net profits
earned and received or earned and accrued during the effective period of the
Ordinance, determined by a method of dlocation provided in Chapter 3:00 hereof,
derived from sales made, work done or services performed or rendered and
business or other activities conducted in this municpdlity.

The tax imposed on resdent unincorporated entities is upon the entities rather than
the individua members or owners thereof. (For tax on that part of a resdent
owner's distributive share of net profits not taxed againgt the entity by _this
municipdity, see Section 2:03.E hereof.)

The tax imposed by the Ordinance of this municipdity is imposed on al resident
unincorporated entities having net profits attributable to this municipdity determined
by amethod of dlocation provided in Chapter 3:00 hereof, regardiess of wherethe
owner or owners of such resident unincorporated business entity reside.

Resident unincorporated entities owned by one or more persons, dl of whom are
resdents of this municipdity, having al income dlocable to this municipdity or
having income dlocable to other municipdities not levying a smilar tax, shdl
disregard the method of dlocation provided for in the Ordinance and pay this
municipdity the tax on the entire net profits thereof.

Payment of the tax by the entity on the entire net profits thereof shdl conditute
payment of dl tax due this munidpelity from the owner or members thereof on thelr
digributive shares of the entity net profits.  Separate individud returns and
Dedlarations of Edtimated Tax sill must befiled by the owners or members of the
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entity even though these persons have no other taxable income.

In the case of an individua who is a resdent, partner or owner of a resdent
unincorporated entity, there is imposed an annud tax on such individud's
digtributive shareof net profits earned and received or earned and accrued, not

taxed againg the entity by this municipdity.

2:04 Non-resident Unincorporated Businesses

A.

In the case of non-resident unincorporated businesses, professions, enterprises,
undertakings or other activities conducted, operated, engaged in, prosecuted or
carried on in this municipdity, there is imposed an annud tax on the net profits
earned and recelved or earned and accrued during the effective period of the
Ordinance determined by a method of alocation in Chapter 3:00 hereof, derived
from sales made, work done or services performed or rendered and business or
other activities conducted in this municipdity.

The tax imposed on non-resident unincorporated entities is upon the entities rather
than the individual members or ownersthereof. (For tax on that part of aresdent
owner's distributive share of net profits not taxed againgt the entity, see Section
2:04.D hereof.)

Thetax imposed by the Ordinance isimposad on &l non-resdent unincorporated
entities having net profits atributable to this municipdity determined by a method
of alocation provided in Chapter 3:00 hereof, regardless of where the owner or
owners of such non-resident unincorporated business reside.

In the case of an individua who is aresdent, partner or owner of a non-resident
unincorporated entity, there is imposed an annua tax on such individud's
distributive share of net profits earned and received or earned and accrued, and

not taxed againgt the entity by this municpdlity.

2:05 Corporations

A.

In the case of corporations, whether domestic or foreign and whether or not
such corporations have an office or place of businessin this municipdity, there is
imposed an annual tax on the net profits earned and recelved or earned and
accrued during the effective period of the Ordinance determined by a method of
alocation provided in Chapter 3:00 hereof, derived from sales made, work done,
services performed or rendered and business or other activities conducted in this

municipdity.

Pass Through Entities
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Pass through Entity means a partnership, S Corporation, Limited Liability
Company or any other class of entity the income or profits from which are given
pass-through treatment under the Internal Revenue Code. S Corporation means
a corporation that has made an Election under Subchapter S of Chapter 1 of
Subtitle A of the Internd Revenue Code for its taxable year. Limited Liability
Company means a Limited Liability company formed under chapter 1705 of the
Ohio Revised Code or under the laws of another state. In the case of Pass
through Entities, whether domegtic or foregn and whether or not such

corporations have an office or place of business in thismunicipdity, there is
imposed an annua tax on the net profits earned and received or earned and
accrued during the effective period of the Ordinance determined by a method of
alocation provided in Chapter 3:00 hereof, derived from sales made, work done,
services performed or rendered and business or other activities conducted in this

municipdlity.

2:06 Effective Period

A.

Said tax shdl be levied, collected and paid with respect to the sdaries, wages,
commissons and other compensation, and with respect to the net profits of
businesses, professions or other activities earned on and after January 1, 1972.

2:07 The examples sat forth in this Chapter are not dl-inclusive.

CHAPTER 3:00

DETERMINATION OF ALLOCATION OF TAX
(METHOD OF DETERMINATION)

3.01 Separate Accounting Method

A.

If the books and records of ataxpayer conducting a business or profession both
within and without the boundaries of this municpdity disclose with reasonable
accuracy that portion of its net profit which is attributable to the business or
professon conducted within the boundaries of this municipality, then only such
portion shdl be considered as having a taxable stusin this municipdity for the
purpose of municipa income taxation.

If the separate accounting method is used as abasis for atributing net profits rather
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than the busness dlocation formula, a statement must accompany the return
explaining the manner in which such dlocation is made in sufficient detall to engble
the Adminigtrator to determine whether the net profits attributable to this
municipdlity are allocated with reasonable accuracy.

If the separate accounting method is used, an adjustment shall be made for the
contribution made to the production of such income by headquarters activities of
the taxpayer, whether such headquartersis within this municipdity.

3.02 Business Allocation Percentage Method

A.

The portion of the entire net profits of a taxpayer to be dlocated as having been
derived from within this munidpality, in the absence of actud records thereof, shal
be determined by multiplying the entire net profits by a business dlocation
percentage to be determined by a three-factor formula of property, payroll and
sdes.

The business dlocation percentage shall be determined as follows:

1 Sep 1 - Ascartain the percentage which the average net book vaue of red
and tangible persond property, including leasehold improvements owned
or used in the business and Stuated within this munidpdity, is of the
average net  book vaue of dl rea and tangible persona property,
including leasehold improvements owned or used in the business wherever
Stuated, during the period covered by the return. Average net book value
of property may be computed on a monthly, quarterly, semi-annua or
annud bag's, provided such method is congstently followed each year. The
percentage of taxpayer's red and tangible persona property within this
municipdity is determined by dividing the average net book value of such
property within this municipdlity (without deduction of any encumbrances)
by the average net book vaue of dl such property within and without this
municipdity. In determining such percentage, property rented by the
taxpayer, as well as red and tangible persona property owned by the
taxpayer, must be considered.

a The net book vaue of red and tangible persona property rented
by the taxpayer shal be determined by multiplying gross annua
rents payable by eght (8).

b. Gross rent means the actua sum of money or other consideration
payable, directly or indirectly, by the taxpayer for the use and

possession of property and includes:
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3.

I. Any amount payable for the use or possesson of red and
tangible persona property or any part thereof, whether
designated as afixed sum of money or as a percentage of
sdes profits or otherwise.

. Any amount payable as additiond rent or in lieu of rent
such asinteredt, taxes, insurance, repairs or other amounts
required to be paid by the terms of a lease or other
arrangement.

Step 2 - Ascertan the percentage which the tota wages, sdaries
commissions and other compensation of employees within this municipdity
isof the total wages, sdaries, commissions and other compensation of all
the taxpayer's employees within and without this municipdity during the
period covered by the return.

a

Wages, sdaries and other compensation may be computed on the
cash or accrud bass. The bass does not have to be in
accordance with the method of accounting used in the
computation of the entire net income of the taxpayer.

In the case of an employee who performs services both within and
without this munidpdity, the amount treated as compensation for
services performed within this municipdity shall be deemed to be:

I. In the case of an employee whose compensation depends
directly on the volume of business secured by him, such as
a salesman on a commisson bagis, the amount received
by him for the business atributable to his efforts within

this municipdlity.

. In the case of an employee whose compensation depends
on other than the volume of busness transacted, the
proportion of the total amount received by him which is
his working time within this municipdity of his total
working time.

For the purpose of the computation, wages should include a
reasonable amount attributable to the services of owners or
partners (see Section 3:02.B.2.b hereof) for the amount treated as

compensation for services performed within this municipality.

Step 3 - Ascertain the percentage which the gross receipts of the taxpayer
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derived from sales made and services rendered in this munidpdlity is of the
total gross receipts wherever derived during the period covered by the

return.

a The following shdl be considered sdes made within this
municipdity:

All sales made through retail stores located within this
municipdity to purchasers within or without this
municipality except so much of said sales to purchasers
outsde this municipdity that are directly attributable to
regular solicitations made outsde this municpdity
personally by taxpayer's employees.

All sdes of tangible persond property delivered to
purchaserswithin this municpdlity if shipped or delivered
from an office, store, warehouse, factory or place of
gtorage located within this municipality.

All sdes of tangible persond property delivered to
purchasers within this _municipdity, even though
trangported from a point outsde this municipdity, if the
taxpayer isregularly engaged through its own employees
in the solicitation or promotion of sdes within this
municipdity and the sde is directly or indirectly the result
of such solicitation.

All sdles of tangible persond property shipped from an
office, store, warehouse, factory or place of storage
within this_munidpdity to purchasers outside this
municipdity if the taxpayer is not, through its own
employees, regulaly engaged in the solicitation or
promotion of sdles at the place of delivery.

Chargesfor work done or services performed incident to
a sde, whether or not included in the price of the
property, shall be consdered gross receipts from such
se

b. In the application of the foregoing sales determination factors, a
carrier shdl be consdered the agent of the sdler regardless of
the FOB point or other conditions of the sale and the place a
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which orders are accepted or contracts legdly consummeated shdll
be immaterid. Solicitations of customers outsde of this
municipdity by maill or telephone from an office or place of
busness within this municipdity shal not be consdered a
solicitation of saes outsde this municipdlity.

4, Step 4 - Add the percentages determined in accordance with Steps 1, 2
and 3, or such of the aforesaid percentages as may be applicable to the
particular taxpayer's business, and divide the tota so obtained by the
number of percentages used in ascertaining said tota. The result so
obtained is the business dlocation percentage. In determining the average
percentage, a factor shal not be excluded from the computation merely
because sad factor is found to be dlocable entirdy outsde this
municipdity. A factor is excluded only when it does not exist anywhere.

5. Step 5 - The business alocation percentage determined in Step 4 above
shall be gpplied to the entire taxable net profits of the taxpayer wherever
derived to determine the net profits alocable to this municipdity.

3.03 Subdtitute Method

A.

In the event ajust and equitable result cannot be obtained under the formula, the
Adminigrator, upon his own initiative or upon gpplication of the taxpayer, may
subdtitute other factorsin the formula or prescribe other methods of alocating net
income calculated to effect afair and proper alocation.

Application by the taxpayer to the Adminigirator to subgtitute other factorsin the
formulaor to use adifferent method to alocate net profits must be made, in writing,
not less than Sixty (60) days before the due dete of the annud return without regard
to extenson and shdl state the specific grounds on which the subditution of
factors or use of a different method is requested and the relief sought to be
obtained. No specific form need be followed in making such gpplication. If,
pursuant to a taxpayer's request, a substitute method of alocation is authorized by
the Adminigrator, a statement should be attached to the annua return for the year
of change describing such substitute method of alocation and setting forth the date
such subgtitute method was authorized by the Administrator.

304 Change of Method

A.

A change in amethod of alocation should be described in a statement attached to
the return for the year of change (dlso see Section 3:03 hereof).

3:.05 Rentals From Real Property
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Rentds received by the taxpayer are to be included in the computation of net
profits from business activities only if, and to the extent that, the rental, ownership,
management or operation of the real estate from which such rentals are derived
(whether s0 rented, managed or operated by the taxpayer individudly or through
agents or other representatives) congtitutes a business activity of the taxpayer in
whole or in part.

Where the gross monthly renta of any real properties, regardless of number and
vaue, aggregate in excess of the rentd rate of this municipdity, it shal be prima
facie evidence that the rentd, ownership, management or operation of such
propertiesis a busness activity of such taxpayer and the net income of such rentd
properties shdl be subject to tax; provided thet in the case of commercid property,
the owners shdl be consdered engaged in a business activity when the rentd is
based on afixed or fluctuating percentage of gross or net saes, receipts or profits
of the lessee, whether or not such rental exceedsthe renta rate of thismunicipality;
provided further that in the case of farm property, the owner shall be considered
engaged in a business activity when he shares in the crops or when the rentd is
based on a percentage of the gross or net receipts derived from the farm, whether
or not the gross income exceeds the rentd rate of this municipdity; and provided
further that the person who operates a licensed rooming house shdl be
consdered in business whether or not the gross income exceeds the rentd rate of

this municipdlity.

In determining the amount of gross monthly rental of any red property, periods
during which rents are not received shal not be taken into consideration by the
taxpayer.

Example: Property located in Shaker Heights rents for $275.00 per month
(Shaker Heights has a $250.00 gross rental test). In 1995, the property was
rented for ten months, hence, the average monthly rental would be $229.16.

The rdevant test isthe amount of the grass monthly rent while the property is being
rented, which, in this case, is $275.00.

Renta income received by a taxpayer engaged in the business of buying or sdling
red estate shal always be considered as part of business income.

In determining the taxable income from rentals, the deductible expenses shdl be of
the same nature, extent and amount as are dlowed by the Internd Revenue Service
for federa income tax purposes.

Owners of renta property who are non-residents of this municipdity, whether
individuals or business entities, are subject to tax only on the income from resl
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property located in this munidpdity, and in determining whether gross monthly
rentals exceed the renta rate of this municipdity, only the income from such
properties located within _this municipdity shall be considered.

Owners of rental property who areresdentsof _this munidpdlity are subject to tax
on the net income from rentas (to the extent above specified), regardless of the
location of the redl property owned, excepting that if any such property is located
and subject to amunicipa income tax by another taxing municipdity, credit shal
be claimed in accordance with Chapter 7:00 hereof.

Owners of rentad property who are not resdents of thismunicipaity may offset net
losses againgt net profits only between rentd properties located in this municpdlity.

Corporations owning or managing rea edtate are taxable only on the portion of
income derived from property located in this municipdity.

Any resident or non-resident receiving renta income from commercia property,
farm property or a licensed rooming house, irrespective of the rental amount
limitations, must file a return whether or not there is any tax due.

3:.06 Operating Loss Carry Forward

A.

The portion of anet operating loss, based on income taxable under the Ordinance
sugtained in any taxable year subsequent to the effective date of the Ordinance and
alocable to this municipdity, may be applied againgt the portion of the profit of
succeeding year(s) alocable to this municipality until exhausted, but in no event for
more than five (5) taxable years. No portion of a net operating loss shdl be
carried back against net profits of any prior year. (See Ordinance)

In the event net profits are dlocated both within and without this municipdity, the
portion of anet operating loss sustained shdl be dlocated to this munidpdity in the
same manner as provided herein for dlocating net profits to this munidpdity. The
portion of anet operating lossto be carried forward shdl be determined in the year
the net operating loss is sustained on the basis of the dlocation factors gpplicable
to that year.

In the case of fiscd years beginning prior to the effective date of the Ordinance, the
net operating loss deduction will be that portion of the operating loss that the
number of days of the fiscal year after the effective date of the Ordinance bearsto
the totad number of days in such fisca year, except when actud figures are
avaladle.
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A short taxable year (a fiscal year of less than twelve (12) months) shdl be
considered afull taxable year for purposes of this section.

In any return in which a net operating loss deduction is clamed, a schedule must
be attached showing:

1 Y ear in which net operating loss was sustained.

2. Method of accounting and alocation used to determine the portion of net
operating loss dlocable to this municipdty.

3. Amount of net operating loss used as a deduction in prior years.

4, Amount of net operating loss claimed as a deduction in current year.

The net operating loss of a busness which loses its identity through merger,

consolidation, etc., shall be alowed as a carry forward loss deduction to the

surviving business entity to the extent permitted by the Internal Revenue Code.

In the case of net operating lossin the filing of a consolidated return, see Section

5:04 hereof.

CHAPTER 4:00

EXEMPTIONS
(SOURCES OF INCOME NOT TAXED)

4:01 Income of Members of Armed Forces and Certain Ingtitutions

A.

All military pay and alowances of any member of the armed forces of the United
States and members of their reserve components, including the Ohio National
Guard are exempt from the tax imposed by the Ordinance. This exemption
indudes not only the military pay and alowances recaived by the member himsdif,
but aso the military pay and dlowances, such as dependency dlowances, received
by another person by reason of the member's service.

The income of religious, fraterna, scientific, literary or educationd ingtitutions is

exempt from the tax imposed by the Ordinance only to the extent that such income

is derived from tax-exempt real edtate, tax-exempt tangible or intangible property
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or tax-exempt activities. Furthermore, Parsonage Allowances ( Amount paid to an
ordained “minigter of the Gospd”) in the form of arentd alowance as part of the
ministers compensation, or the rental vaue of a home furnished to the ministers
compensation.

4:02 Payments From Governments and Certain Organizations

A. Poor rdief, unemployment insurance bendfits, old age pensons or smilar payments,
including disability benefits recaived from locd, state or federa governments or
charitable, religious or educationa organizations are exempt from the tax imposed
by the Ordinance. The exempted benefits include al types of payments and
alowances made or given by such governments and organizations for the relief or
correction of poverty, unemployment, delinquency, problems of hedth or advanced
age, lack of education and similar problems. The exempted benefits include, for
exanple ad to dependent children and the aged; rent, food and clothing
alowances or subsidies; job training alowances, socia security and Medicare
benefits, and Workmen's Compensation benefits.

4:03 Insurance and Annuity Proceeds, Ceartain Employee Benefits and Gifts

A. Proceeds of insurance paid by reason of the death of the insured, gratuities not in
the nature of compensation for services rendered, pensions, disability benefits (not
under awage continuation plan), retirement benefits and annuities are exempt
from the tax imposed by the Ordinance, irrespective of the source from which
derived. The exemption includes gifts and inheritances. Disability benefitsindude
the proceeds of hedth and accident insurance and smilar benefits. Pensions,
retirement benefits, annuities and Smilar payments made to an employee or to the
beneficiary of an employee under aretirement program or plan (whether formd or
informal) after termination of employment are exempt from the tax, however,
supplemental unemployment benefits are not exempt from taxation.

4:04 Receipts of Cartain Organizations and Associations

A. Receipts from seasona or casud entertainment, amusements, sports events and
hedth and welfare activities, when any such are conducted by charitable, reigious
or educationd organizations or associaions, are exempt from the tax imposed by
the Ordinance. This exemption refers only to the receipts of the organization and
not to the compensation of employees and entertainers.

4.05 Alimony

A. Alimony received is exempted from the tax imposed by the Ordinance. Support
payments made by one spouse for the benefit of the other spouse or children in
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connection with any divorce or separation, whether or not awarded by the court,
shdl be deemed aimony for the purposes of this exemption.

4:06 Minors

A. Persond earnings of any natural person under eighteen (18) years of age are
exempt from the tax imposed by the Ordinance.

4:07 Persond Injuries and Damage to Property

A. Compensation for persond injuries or for damages to property by way of insurance
or otherwise is exempt from the tax imposed by the Ordinance.

4:08 Income From Intangibles

A. Intangible property includes:

1 Shares of stock in corporations.
2. I nterest-bearing obligations (notes, bonds and savings account).
3. Annuities

4, Patents and copyrights.
5. Quadlified stock options.

4:09 Involuntary Conversons and Other Exemptions

A. Gains from involuntary converson, cancedllation of indebtedness, interest on Federd
obligations, items of income aready taxed by the State of Ohio, which this
municipdityis soecificdly prohibited from taxing and income of a decedent's edtete
during the period of adminigtration (except such income from the operation of a
business), are exempt from the tax imposed by the Ordinance.

4:10 Taxation Prohibited by Federd Government

A. Sdaries, wages, commissions and other compensation and net profits, the taxation
of which is prohibited by the United States Constitution or any act of Congress
limiting the power of the Sates or their palitica subdivisions to impose net income
taxes of income derived from interstate commerce, are exempt from the tax
imposed by the Ordinance.
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4:12

5.01

Taxation Prohibited by State of Ohio

A.

Sdaries, wages, commission, other compensation and net profits, the taxation of
which is prohibited by the Condtitution of the Stete of Ohio or any act of the Ohio
Generd Assambly limiting the power of this munidipdity to impose net income
taxes, are exempt from the tax imposed by the Ordinance.

The examples sat forth in this Chapter are not dl-inclusive.

CHAPTER 5:00

RETURNS

Returns and Reguirements

A.

Annual Return Requirements - Each taxpayer, whether an individud, corporation
or unincorporated business entity, subject to the provisons of Section 2:01 through
2:07 of the Regulaions, shdl file areturn or returns, as necessary, setting forth the
aggregate amount of sdaries, wages, commissions and other persond service
compensation; net profits from business or other activities, including the rental from
use of red and persond property; and other income taxable under the Ordinance
for the period covered by the return or returns and other pertinent facts and
informetion.

Who need not file an annud return:

1 Any person who has no income and meets the minimum age requirements

must file an exemption . Any person who has exempt income must filea

return and declare to the Adminigtrator the nature of his exemption. Any

person who has taxable income mugt file a tax return with the Tax
Adminigretor.

2. A nonresdent individua of amember municipaity who isemployed in this
munidpdlity and withheld a the source equd to the existing tax rate of this
municipdity need not file an annua return as set forth in Section 5:01.A of
these Regulations.

Dates and Requirements for Annua Returns - Except as provided in Section
5:01.B on or before April 30th of the year following the effective date of the
Ordinance and on or before March 314 if the taxpayer wishes RITA to compute
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their tax and on or before April 30th or March 31t of each year theresfter, each
taxpayer, whether an individua, corporation or unincorporated business entity
subject to the provisons of Section 2:01 through 2:07 of these Regulations, must
make and file with the Adminidrator a return on a form prescribed by and
obtainable upon request from the Administrator whether or not atax is due.

Fiscd Year Account - If the annud return is made for afiscal year or any period
lessthan ayear, sad return shal be made within four (4) months from the end of
each fiscal year or other period.

Declaration of Estimated Tax Return - Except as provided in Section 5:01.F, on
or before April 30th of the year following the effective date of the Ordinance and
on or before April 30th of each year theresfter, each taxpayer, whether an
individua, corporation or unincorporated business entity subject to the provisons
of Sections 2:01 through 2:07 of these Regulations, must make and file with the
Adminigtrator an estimated tax return. If an estimate is not filed, an estimate may
be filed by the Adminigrator if there is reason to believe an estimate will be owed.

Taxpayers who need not file an estimated return:

1 A taxpayer, who resdes in this municipdity and who is employed
exdusvdy within this municpdity and withheld at the source equd to the
exiding tax rate of this municipdity on al taxable income, need not file an
edtimated tax return as set forth in Section 5:01.E of these Regulations.

2. A taxpayer, who resides in this munidpdlity (if this municpdity grants a
100% tax credit with a credit limit equal to the tax rate) and who has
municipa taxes withheld at a source outsde this municipdity equal to or
greater than the existing tax rate of this munidpdlity on al taxable income,
need not file an esimated tax return as set forth in Section 5:01.E of these
Regulations.

3. A taxpayer, who has no taxable income (see Sections 4:01 through 4:12
of these Regulations), need not file an estimated tax return as set forth in
Section 5:01.E of these Regulations.

4. A non-resdent, who is employed in this municipdlity and withheld &t the
source equd to the exigting tax rate of this municipdity need not file an
estimated tax return as set forth in Section 5:01.E of these Regulations.

5. A taxpayer, who has an estimated tax of $10.00 or less for the taxable
year, need not file an estimated tax return.
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Non-reimbursed Business and Moving Expenses - An individud taxpayer who is
permitted for federa income tax purposes to deduct certain business expenses
from gross wages, sdaries or commissions (IRC Section 62), may file a copy of
Federd Income Tax Form 2106 or an itemized statement of expenses with his
municipa tax return claming only deductions alowable under Part 1 of Form
2106, no matter whether al or part of such wages, sdaries or commissons are
subject to withholding. . Expenses attributable to moving that are deductible for
federa tax purposes may be deducted if incurred after residency has been
established or, if rembursement was included in W-2 and the total reimbursement
was included as involved income earned while aresident of this municipdlity.

Resident Combined Return - An individud taxpayer resding in this municipdity
who has taxable compensation (sdary, wages, etc.) and who aso has adidributive
share of net profit or loss from an unincorporated business entity or tota ownership
of an unincorporated business entity, the net profit of which is whally or partly
subject to taxation by a RITA municipaity (or would be so subject if net profits
existed), mud report the taxable compensation and business net profit or [oss on
the same return. However, whether or not such compensation and net profit or
loss are combined on one return, the following rules are to be applied:

1 There is to be no offset of busness losses against wages and other
employee compensation.
2. In computing the tax on unincorporated business entities:

a A business loss may be offset againgt business net profit in the
same municipdlity.

b. A business loss in one municipdity may not be offset againgt
business net profitsin another municipdity.

C. For this municipdity's tax, a busness loss in a non-taxing
municipdity may offsst net profits in this municipaity and,
dternativey, net profits in a non-taxing municipaity may offset a
busnesslossin this municipdity.

d. For this munidpdity'stax, income shdl include the aggregete of dll
busnesslosses and gainsin dl other taxing municipditiesin which
it operates.

Joint Filing - A husband and wife may file, in any tax year, ajoint tax return.
Husband and wife are liable jointly and severdly for payment of the tax associated
with thejoint return. A hushand and wifes tax return shal be deemed ajoint return
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whenever the factsindicate that the taxpayers intended to have the filed tax return
be ajoint return. Condusive indications of such intention incdlude when the husband
and wife both sgned the tax return, when the return reports both spouses income
or when the husband and wife were both required to file tax returns, but only one
spouse filed atax return.

Partnerships and Other Unincorporated Businesses - The tax is on the partnership
or other unincorporated business as an entity, whether resident or non-resident,
and areturn is required disclosing the net profits alocable to this municipdity and
the tax paid thereon (see Sections 2:03 and 2:04 of these Regulations). In
addition, any resdent partner or member of any unincorporated entity is required
to make a return and pay the tax on income alocable outside this municipdity in
accordance with Sections 2:03.E and 2:04.D hereof.

Fduciary Returns - Trustees of trusts and executors and administrators of estates
having income taxable under the Ordinance are required to file returns and pay the
tax thereon (also see Section 5:01.J of these Regulations).

5:02 Information Required and Recondiliation With Federa Returns for Individuas or Busnesses

A.

Information - In returns filed hereunder, there shal be et forth the aggregate
amount of salaries, wages, bonuses, incentive payments, commissons, fees and
other compensation subject to the tax earned from each employer, taxable net
profits, and other pertinent information as the Administrator may require.

Items Not Taxable or Deductible - Where figures of tota income, total deductions
and net profits are included as shown by afederd return, then any items of income
as are not subject to municipa income tax and unalowable expenses shal be
diminated in determining net income subject to municipa incometax. Thefact thet
any taxpayer is not required to file afederd income tax return does not reieve him
from filing amunicipal income tax return.

Changes on return:

1 If a change in federd income tax ligbility as findly determined by the
Federd Internal Revenue Service or by judicid decision results in an
additional amount of tax payable to this muniapdlity, a report of such
change shdl befiled by the taxpayer within three (3) months from the find
determination of federd tax liability (see Section 5:06 hereof).

2. If a change in federa income tax ligbility results in a reduction of taxes
owed and paid to this municipdity, adam for refund shal be filed with the
Adminigirator as prescribed in Sections 5:06 and 9:02 of these
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Regulations.

5.03 Extendons

A.

Reguests - All extenson requests must be made on or before the date for filing the
return and, for good cause shown, the Adminigtrator may extend the time for filing
such returns for a period not to exceed six (6) months or one (1) month beyond
any extenson granted by the Federd Internd Revenue Service. Upon receipt of
a copy of any extenson granted by the Internd Revenue Service within this
guiddine, an extenson shdl be automaticaly granted by the Adminidrator. The
Administrator may deny the extension request if any ddinquency exigts on the
taxpayers account.

Automatic - In cases where an automatic four (4) month extension (Form 4368)
has been granted by the Internd Revenue Service, an automatic extenson is

granted by the Adminigirator without

written request. A copy of Form 4868 must be attached to the return when filed.
However, should any tax due be anticipated, the provisions of Paragraph C must
be met.

Payment Requirement - In cases where a baance is due on such annud return, the
totd of the expected baance is due a the time the extenson isfiled. No pendty
or interest will be assessed in those which the return is filed and the find tax paid
within the period as extended, provided al other filing and payment requirements
of the Ordinance have been met.

Supplemental Documents - Information returns, schedules and statements needed
to support tax returns are to be filed within the time limits set forth for filing the tax
returns and made a part thereof.

504 Consolidated Returns

A.

Generd - Thefiling of consolidated returns shdl be limited to corporations filing
estimated net profit returns and annua net profit returns.

Who May File a Consolidated Return - Consolidated returns may be filed by a
group of corporationswho are affiliated through stock ownership and who joinin
thefiling of afederal consolidated income tax return. A consolidated return must
include dl subsidiaries which are includable members of an "dfiliated group” as
defined in the Federd Consolidated Return Regulation.

Discontinuing Filing Consolidated Returns - When a consolidated return has been
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filed for any taxable year, the consolidated group must continue to file consolidated
returns in subsequent years unless:

1 Permission in writing is granted by the Adminidrator to file separate
returns, or

2. The dffiliated group terminates in such manner that afederd consolidated
income tax return is no longer required; or

3. Permission in writing has been granted by the Commissoner o Interna
Revenue to discontinue filing a federal consolidated income tax return.

Corporation Entering or Leaving an Affiliated Group - If a corporation becomes
amember of the effiliated group during the taxable year, or if acorporation ceases
to be amember of the affiliated group during that taxable year, the consolidated
return must include the income of each subsdiary for the portion of the year during
which it was amember of the affiliated group as computed in accordance with the
Federa Consolidated Return Regulations.

Allocation Fractions - In determining the alocation fraction where a corporation
becomes a member of the group, or ceases to be a member of the group during
the taxable year, the property fraction shdl be determined on the basis of the
average net book vaue of the property during the period such corporation was a
member of the group. The renta portion of the fraction, however, shadl be
computed a eight (8) timesthe rent during this period. The gross receipt and wage
fractions shal be based upon actud figures.

Common Consent - All subsidiary corporations must agree in writing to the filing
of the consolidated return. They will be liable jointly and severaly for the tax as
will be the parent corporation. The consent to file a consolidated return must be
filed with the initid consolidated return on or before the due date for filing,
induding extensons of time within which to file the return.

Loss Carryover Limitations - The net operating loss carryover of a corporation
which filed a separate return in aprior year may be carried over to a consolideted
return year in the same manner permitted by the Internd Revenue Code. For the
purposes of thisrule to the extent that the loss can only be carried forward to the
same corporaion's taxable net income, the net income attributable to this
municipdity in ayear alossis being utilized shal be computed by using only the
same corporation's net income and alocation methods.

Computing Net Income - In consolidating the net income, the taxable income of
each corporation shall be computed in accordance with the provisons governing
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5.05

5:06

6:01

the taxable income of separate corporations except that unrealized profits and
losses in transactions between members

of the &ffiliated group shdl be diminated in the same manner and amount as
computed in accordance with the Federd Consolidated Income Tax Return
Regulations.

Non-deductible Expense Rule - In determining expenses that are not alowable
because they are dlocable to non-taxable income, such caculaions shdl be based
on the consolidated net income.

Allocation of Net Profits by Administrator

A.

In the case of a corporation that carried on transactions with its stockholders or

with other corporations related by stock ownership, interlocking directorates, or

some other method, or in case any person operates a divison, branch, factory,

office, laboratory or activity within a member taxing municipaity congtituting a
portion only of its total business, the Adminigtrator shal require such additiona

information as he may deem necessary to ascertain whether net profits are properly
dlocated to said taxing municipdity. If the Administrator finds thet net profits are
not properly alocated to said taxing municipality by reason of transactions with
stockholders or with other corporations related by stock ownership, interlocking
directorates, or transactions with such divison, branch, factory, office, |aboratory
or activity, or by some other method, he shall make such dlocation as he deems
appropriate to produce afair and proper adlocation of net profits.

Amended Returns

A.

Where necessary, an amended return must be filed in order to report additiona
income and pay any additiond tax due or clam arefund of tax overpaid subject
to the requirements or limitations contained in the Ordinance. Such return shdl be
clearly marked "Amended’. A taxpayer may not change the method of accounting
or gpportionment of the net profits after the due date for filing the origina return.
Amended returns cannot be filed after three (3) years from the origind filing date.

CHAPTER 6:00

PAYMENT OF TAX

Payment With Annua Return
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Amount Due - The payment due at the time of filing the annua return sl be the
amount of tax imposed by the Ordinance of this munidpdlity after deducting:

1 The amount of said tax withheld (deducted at the source) by an employer
or employers pursuant to the Section of this muniapdity's Ordinance
entitled "Collection at the Source'.

2. Credit for any tax paid or due another taxing municipaity in accordance
with Sections 7:01 and 7:02 of these Regulations.

3. The amount of said tax paid on a Declaration of Estimated Income Tax by
individuds, or in the case of busnesses, a Dedlaration of Etimated Tax on
Net Profits in accordance with the section entitled "Returns' of the
Ordinance of this municipdity, including any overpayments of previous
years tax which have not been otherwise applied.

Amounts Less Than One Dollar - Payments less than One and 00/100 Dollar
($1.00) should not be remitted and refunds of less than One and 00/100 Dallar
($1.00) will not be refunded.

Overpayment - Except as otherwise provided, should the return indicate an
overpayment of tax to which this munidpdity is entitled under the provisons of this
municipdity’s Ordinance entitled "Refunds’, such overpayment shdl be refunded
or gpplied to the succeeding year's tax liability in accordance with Section 9:02.B
of these Regulations.

Where to Make Payments - Whenever the Ordinance or these Regulations require
the filing of a return or the payment of a tax to the Adminigtrator, or to this
municipdity, such return and/or payment shal be made directly to the Regiona
Income Tax Agency.

6:02 Collection at Source

A.

Withholding - It isthe duty of each employer within or doing business within this
municipaity who employs one or more persons on a salary, wage, commission or
other compensation as defined e sawhere, to deduct each time such compensation
is pad to an employee, subject to the Ordinance, the tax from any such
compensation due by said employer to said employee. Except as otherwise
provided, the tax shal be deducted by the employer from:

1 The gross amount of al sdaries, bonuses, incentive payments, wages,
commissions or other form of compensation paid (As defined in 2:01)to
employesswho are residents of this municipality, regardless of the place
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where the services are rendered.

2. All compensation paid to employees who are non-resdents of this
municipdity for services rendered, work performed or other activities

engaged in to earn such compensation within this municpdlity.

Employer Responghility - All employers within or doing business within this
municipdity are required to make the collections and deductions in this Section
specified, regardiess of the fact thet the services on account of which any particular
deduction is required asto resdents of thismunidpdity were performed at a place
of business of any such employer Stuated outsde this municipdity.

Employee Responsibility - The mere fact thet the tax is not withheld will not rdieve
the employee of the regpongbility of filing a return and paying the tax on the
compensation received (see Section 6:03.A of these Regulations).

Individuas Not Subject to Withholding - Commissons and fees pad to
professionas, brokers and others who are independent contractors and not
employees of the payor, are not subject to withholding or collection of the tax at
the source.  Such taxpayers mug, in dl ingtances, file returns and pay the tax
pursuant to the Section entitled "Payment of Tax" of the Ordinance of this

municipdity.

Non-resident Employees - In the case of employeeswho are non-resdents of this
municipdity, the

amount to be deducted and withheld is (at this municipdity's tax rate) of the
compensation paid with respect to persona services rendered in this municipdity.

Where a non-resident receives compensation for personal services rendered or
performed partly within and partly outsde this municipdity, the withholding
employer shal deduct, withhold and remit the tax on the portion of the
compensation which is earned within this municipdity in accordance with the
following rules of gpportionment:

1 If the non-resident is a sdesman, agent or other employee whose
compensation on the badi's of commissions depends directly on the volume
of business transacted by him, the deducting and withholding shdl atach
to the portion of the entire compensation which the volume of business
transacted by the employee within this munidpdlity bears to the volume of
business transacted by him within and outside this municipdlity.

2. The deducting and withholding of persona services compensation of dl
other employees (including officers of corporations) shdl attach to the
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portion of the persona service compensation of such employee which the
tota number of working days employed within this municipdity bears to
the totd number of working days employed within and outsde this

municipdity.

If it isimpossible to apportion the earnings as provided above because of
(&) the peculiar nature of the service of the employee or (b) the unusua
basis of compensation, gpportionment shal be made in accordance with
the facts and the tax deducted and withheld accordingly. With respect to
each such employee (or group of employees smilarly or identicaly
arcumgtanced), the employer shdl furnish the Adminigtrator with a detailed
Statement of facts.

12-Day occasond entry rule. On and after January 1, 2001, a municipa
corporation shal not tax the compensation paid to a nonresident individua
for persond services or work performed by the individud in the municipd
corporation on twelve (12) or fewer days in a Cdendar year unless one
of thefollowing gpplies

A.  Theindividua isan employee of another person: the principd place
of busness of the individuds employer is located in another
municipa corporation in this sate that imposes a tax applying to
compensation paid to theindividud for services performed on those
days and the individud is not liable to that other municipd
corporation for tax on the compensation paid for such services.

B. Theindividud isa professona entertainer or professiond athlete,
the promoter of a professona entertainment or sports event, or an
employee of such a promoter, al as may be reasonably defined by
the municipal corporation.

Beginning with the thirteenth day, the employer of said individud
shdl begin withholding that municipaity’s income tax from
remuneration paid by the employer to the individua, subject to
the $150.00 deminimus, and shdl remit the withheld income tax
to RITA inaccordance with section 6:03 of the RITA Rulesand
Regulations. (Collection at Source).

Sincetheindividua can no longer be considered to have been an
occasond entrant, the employer is further required to remit taxes
on income earned in that municipdity by theindividud for the first
twelve days.

If the individud is salf-employed, it shdl be the respongiility of
the individud to remit the gppropriate income tax to that city.
For purposes of the 12-day caculation, any portion of a day
worked in a RITA municipdity shdl be counted as one day
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worked in aRITA municipdlity.

Income tax withheld by a non-resident employer and paid to a
RITA municpdity asaresult of the employer being subject to the
$150 deminimus provison is not subject tobeing refundedto
an individua under the 12-day occasiond entry provison.

5. $150 Deminimus Requirement
If not currently required to withhold RITA income tax, than a non-resident
employer, agent of such employer, or other payer not Stuated inaRITA
municipdity shal not further be required to withhold RITA income tax
from remuneration paid to employees of the employer until the collective
tax lidbility of the employees working in a RITA municipdity initialy
exceeds $150.00. When the collective liability exceeds $150.00 the
employer is required to begin withholding the gppropriate income tax for
RITA on bendf of dl employees parforming work in aRITA municpdlity.
Once the callective liability has exceeded $150, the employer must
withhold income tax for RITA for the remainder of the calendar year and
for subsequent years, even if the liability in subsequent years, does not
exceed $150. However, if the tax liability for each of the three
consecutive years (subsequent to that year in which the employer
became liable for withholding the income tax) does not exceed $150, the
employer will be consdered as not having performed work in RITA
juridiction in regard to further tax liability, and again will be subject to the
$150 deminimusrule.

6. In gpportioning the earnings of an employee, an employer may accept the
written reports of his employee asto any of theitems set forthin 1, 2 and
3 above. However, the employer shal be respongble for any meterid
error in an dlocation as to employment with this municipality.

Draws and Advances - An employer shdl withhold the tax on the full amount of
any advancesin the same manner as the employer withholds for federd purposes.

Expenses - An employer required to withhold the tax on compensation paid to an
employee dhdl, in determining the amount on which the tax isto be withheld, ignore
any amount dlowed and paid to the employee for expenses necessarily and
actudly incurred by the employee in the actua performance of his services,
provided such expenses are incurred in earning compensation, including
commissions, and are not deducted as a business expense by the employee (other
than as an offset to an advance or reimbursement).

Withholding on Residents - Except as herein provided, an employer within or doing
busnesswithin this munidpelity is required to withhold the tax (at this munidpdity's
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tax rate) from the compensation paid to residents of this municipdlity regardless of
where the services compensated for were performed. Any employer who employs
aresdent of this munidpality in ancther taxing municipaity, which employer is
subject to the withholding provisons of both Ordinances, shdl withhold and remit
tax asfollows

1. Same Tax Rate - If therate of tax levied by the other taxing municipdity
isthe same asimpased by thismunidipdity's Ordinance, the employer shdl
withhold the tax on the entire wage earned by such resdent of this
municipdity and shdl remit to such other taxing municipdity the
appropriate amount of tax due that municipaity on the wages earned by
such resident of this munidpdlity in such other taxing municipdity, remitting
to this munidipality only the balance, if any, of the tax withheld.

2. Lower Tax Rate - If therate of tax levied by the other taxing municipaity
is less than the rate imposed by the Ordinance of this municipdity, such
employer shdl withhold tax on the entire wage earned by such resdent of
this municipaity and shdl remit to the other taxing municipdity only the tax
imposed by the Ordinance of such other taxing municipdity on the income
earned therein by such resident of this municipdity and shdl remit to this
municipdity only the balance of the tax withheld.

3. Higher Tax Rate - If the rate of tax levied by the other taxing municipality
isa ahigher rate than imposed by the Ordinance of _this municipdlity, such
employer shdl withhold and remit to such other taxing municipdlity itsfull
rate of tax on compensation earned therein by such resdent of this

municipdlity, remitting to this muniapdity only the tax withheld on wages
earned other than in such higher-rate taxing municipaity.

4, Generd - The foregoing provisions are conditioned upon the employer's
advisng the respective cities in which the employer is subject to the
withholding provisions of the amount of salaries, wages or compensation
earned within such cities, such information to be incorporated in a form
approved by the Adminigtrator.

Employee Address Records - An employer whose records show that an employee
isanon-resdent of this municipaity and who has no knowledge to the contrary,
shdl be relieved of the responghility of withholding the tax on persond service
compensation paid to such employee for services rendered or work done outsde
this municipdity by such employer provided, however, that such employer
otherwise subject to withholding must withhold the tax on compensation paid such
employee after the Adminigtrator notifies said employer, in writing, that such
employeeisaresdent of thismunidpdity. All employees are required to notify the

40




employer of any change of residence and the date thereof.

J Domestic Help - No person shall be required to withhold the tax on the wages or
other compensation paid domedtic servants employed exclusvely in or about such
person's residence, but such employee shdl be subject to al of
the requirements of the Ordinance.

6:03 Collection at Source - Return and Payment of Tax Withheld and Status of Employers

A. Manager's Obligation:

1.

Every manager is deemed to beatrustee of _this munidpdlity in collecting
and holding the tax required under Ordinance to be withheld, and the funds
50 collected by such withholding are deemed to be trust funds.

Every manager is liable directly to this municipdity for payment of such
trust, whether actudly collected by such employer or not. Any tax
deducted and withheld is to be considered paid to this municipdlity,
whether or not the employer actudly remits the tax to this municipdity for
purposes of determining employee payments or credits.

All managers shdl be persondly ligble to the extent of the tax, interest and
pendty, jointly and severdly, for falure to file the employer's return or to
pay the employer's tax, interest and pendty as required under this
Ordinance.

No change in structure by an employer, including a fundamenta change,
discharges its managers from liability for the employees or manager's
failure to remit funds held in trugt, to file atax return or to pay taxes.

B. Dates and Requirements - Any tax deductions from salaries, wages and other
compensation required to be made by employers are to begin with compensation
earned on and after the effective date of the Income Tax Ordinance of this

municipdlity.

1.  Such payment shdl be made on an Employer's Municipd Tax Withholding Satement (Form
11) furnished by or obtainable upon request from the Administrator, setting forth the
amount of tax deducted for the month. A copy of the Employer's Municipa Tax
Withholding Statement (Form 11) will be retained by the employer for his records. If
vaidation of the taxpayer's copy is deemed necessary by the employer, the employer
must enclose a stamped, self-addressed enve ope with his remittance, and the origind and
his copy of the Employer's Municipad Tax Withholding Statemen.
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2. The employer (in addition to any return required to be filed with respect
to its own earnings or net profits) shdl, on or before the last day of each
month file a return (Employers Municipa Tax Withholding Statement,
Form 11) and pay to the Administrator the amount of taxes so deducted
or withheld with respect to compensation paid to dl of its employees
subject to the tax under the Ordinance of this municipdity during the
previous month. If the amount of tax so deducted by an employer for this
municipdity in any one month is less than $100.00, the employer may
defer the filing of areturn and payment of the amount deducted until the
last day of the month following the end of the caendar quarter in which
such month occurred.

a The return (Employer's Municipd Tax Withholding Statement,
Form 11) required to be filed under this Section shdl be made on
the form furnished by or obtainable from the Administrator.

3. All tax so withheld and so required to be reported must be paid to the
Adminigrator in full a the time of filing of such form.

Overwithholding - If more than the amount of tax required to be deducted by the
Ordinance is withheld from an employee's pay, such excess may be refunded by
the employer or the Adminigtrator, depending upon the circumstances and the time
when the overwithholding is determined as follows:

1 Current Employees.

a If the overwithholding is discovered in the same month, the
employer shdl make the necessary adjustment directly with the
employee and the amount to be reported on the Employer's
Municipd Tax Withholding Statement (Form 11) as withheld shall
be the corrected amount.

b. If the overwithholding is discovered in asubseguent month of the
same calendar
year, the employer may make proper adjusment with the
employee. In such case, the Employer's Municipad Tax
Withholding Statement (Form 11) for the month in which the
adjustment is made shall reflect the total amount actudly withheld
for the month and the amount of the adjustment deducted
therefrom. Also, an amended Form 11 must be filed for the
month in which the error occurred reflecting the adjustment.

C. If the overwithholding is discovered in a subsequent month of the
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following caendar year, the employee must make and file a
request for a refund. This request is to be filed on a form
prescribed by and obtainable from the Administrator.

2. Former Employees.

a In the cases where an amount in excess of the tax has been
withhdd from an employee who is no longer employed by the
employer, the Adminigrator shal refund the amount of such
excess withholding to the employer.

b. If the error is discovered by the employes, such employee shall file
aclamwith the Adminigrator and upon verification thereof by the
employer, the Adminidrator shdl refund the amount of such
excess withholding to the employee.

Insufficient Withholding - If less than the amount of tax required to be deducted is
withheld from the employee and is discovered in the same year, such deficiency
ghdl be withheld from subsequent wages. If the employee/employer relationship
has terminated, or if the underwithholding is discovered in a later year and the
employedlemployer rddionship dill exigs, the employer shdl  notify the
Adminigrator of such deficiency and the reason therefore, and payment shall be
made by the employer in conformity with Section 6:02 of these Regulations.

Annua Reconciliation - On or before February 28th following any caendar year
in which such deductions have been made by any employer, such employer shall
filewith the Adminigrator, in the

form prescribed by the Adminigrator, an information return for each employee
from whom municipa income tax has been withheld showing the name, address
and socid security number of the employee, the totd amount of taxable
compensation paid during the year and the amount of municipa income tax
withheld for this municipdity from each employee.

Reconciliation Return - In addition to such information returns and at the time the
same arefiled, such employer shdl file with the Administrator Form 17 to enable
the Adminigtrator to reconcile the sum tota of taxes withheld as disclosed by the
totd W-2 Forms or lists of employees. The Form 17 shdl aso reconcile to prior
remittances and returns filed by the employer for such tax year with respect to
taxes withheld.

Types of Reconciliation - The information return covered under Section 6:03.E
shal be made by each employer asfollows
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1. Effective January 1, 2002 the Regiond Income Tax Agency isrequiring al

Employersissuing 250 or more W-2'sto file tax year 2001 W-2's on electronic

media Employersfiling fewer than 250 W-2's are encouraged but are not required to remit
W-2 forms eectronicdly. All magnetic media reporting for W-2 copy

information must conform to the Socid Security Adminigration’s magnetic

media reporting and eectronic filing for tax year 2001 ( MMREF-1). Copies of MMREF-1
guiddines can be printed using the socia security adminidiration internet page
www.ssa.gov/employer. RITA guiddines can be printed from the RITA web ste
www.rita.to. Also required to be filed on eectronic media are employers with 250 or more
1099-misc forms. And those employers currently filing 100 or more 1099-misc forms
megnetically with SSA.

. Those employers usng Form W-2 furnished commercidly may submit acopy of such

commercial W-2 providing the copy furnished to this municipdity through its agent, the
Regiond Income Tax Agency, clearly showing the information required in Section
6:03.E.

3. Those employers not usng Form W-2 furnished commerciadly may obtain forms upon
request from the Adminigtrator.

4. Where the furnishing of thisinformation as above indicated will creste adistinct hardship,

the employer, upon written request to the Adminisirator, may be permitted to furnish a

lig of dl employees subject to the tax, which shdl show the employeds full name, last known
address, socid security number, gross amount of taxable compensation paid during the year
and the amount of municipa income tax withheld for this municipdity.

6:04

5. Upon written request made to the Administrator on or before the due date set forward

in Section 6:03.E of the Regulations, in aformat to be prescribed by the Administrator,
the information included in Section 6:03.E of these Regulations may be submitted on
computer magnetic tape or computer paper ligting.

Dates of Payments of Edtimated Tax

A. The edtimated tax may be paid in full with the Declaration of Estimated Tax or in
equd indalments on or before the last day of the fourth, seventh and tenth months
of the taxable year and the last day of the first month of the year following the
taxable year.

B. When filing a Declaration of Edtimated Tax (Form 32) or a Declaration of
Estimated Net Profits (Form 20), the return must be accompanied by at lesst one-
fourth of the estimated tax due thereon.

C. In the event an Amended Declaration of Estimated Tax has been filed, the unpaid

ba ance shown due thereon shall be paid in equd ingtalments over the remaining
payment dates.
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D.

If the total estimated tax for the current year amounts to not more than $10.00, no
payment of estimated tax isrequired. (See Ordinance)

6:05 Find Returns Required

A.

The filing of a Declaration of Estimated Tax does not rdlieve the taxpayer of the
obligation of filing afina return, even though there is no change in the declared tax
ligbility. A find return must befiled to obtain arefund of any overpayment of over
One and 00/100 Dallar ($1.00).

The taxpayer may dect to file an annua return and pay the tax shown due thereon
on or before the last day of the first month of the year following the taxable year
for which such Declaration was filed. An annud return so filed and payment so
mede shdl bein lieu of filing the find Declaration of Estimated Tax and payment
of thefind quarterly ingalment.

6:06 Lighility for Employer's Taxes

A.

If any employer which is lidble for tax, interest and pendty imposed by this
Ordinance undergoes a fundamenta change, then the employer and its manager
shdl beliable for taxes, interest and pendty due up to the date of the fundamenta
change. Taxesand find tax returns shdl be due immediatdly after the fundamenta
change. Any successor employer shdl withhold  from  any purchase price that
the successor owes to the predecessor an amount sufficient to pay al unpad taxes,
interest and pendty which the predecessor employer owed pursuant to this
Ordinance. The successor employer shal make such withholding until such time
that the predecessor employer has paid such taxes, interest and pendlties. If the
successor falls to withhold said amount, then the successor and, in a persond
manner, the successor's manager shdl be jointly and severdly ligble for the
payment of said taxes, interest and pendty.

6:07 Payments Toward Multiple Debts

A.

If any taxpayer or other debtor owes multiple debts and makes any single, partia
payment to _this municipaity with respect to such debts, such municipdity shal
apply such payment in accordance with the debtor's directions. Otherwise, this
municipdity shal apply partid payments to the taxpayer's oldest unpaid tax de,
then to his oldest interest debt, and then to his oldest pendty debt.

6:08 Payments of Currency

A.

B.

Must be U.S. currency.

No more than ten coins of each denomination type and no more than ten bills of
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each denomination type shall be accepted from taxpayersin payment on municipd
income tax debt.

6:09 Payments by Check

A.

For the purpose of these Rules and Regulations, the term "checks' shdl include
persond checks, bank checks, money orders and other such instruments for the
payment of money which may be handled as cash items by the Federd Reserve
Banks.

1 Must be drawn on a solvent savings & loan or commercia bank or other

recognized financid inditution located within one of the twelve U.S.
Federa Reserve Didtricts. (See 8:08,B)

CHAPTER 7:00

TAXPAYER RELIEF

7:01 Tax Credit

A.

When taxable income (see Section 1:22 of these Regulations) of aresident of this
munidipdity is subject to amunicipd incometax in another municipdity on the same
income taxable under the Ordinance, such resident shal be dlowed a credit of the
amount of income tax paid on such taxable income to such other municipdity equa
to (this munidpdlity’s tax credit rate) the amount obtained by multiplying the lower
of the tax rate of such other municipdity or of this municipdity by the taxable
income earned in or dtributable to the municipdity of employment or business
activity, but, in any event, such credit shal not be gpplied to arate in excess of this
munidpality’s credit limit of the taxable income earned in or atributed to the
municipdity of employment or business activity. For the purpose of this Chapter,
taxable income shdl dso include the digtributive share of net profits of aresident,
partner or owner of an unincorporated business entity.

When taxable income (see Section 1:22 of these Regulations) of aresident of this
munidpdlity is subject to amunicipa income tax in a Joint Economic Devel opment
Didrict crested to revised code Section 715.70 on the same income taxable under
the Ordinance, such resident shal be dlowed a credit of the amount of income tax
paid on such taxable income to such Joint Economic Development Didtrict equa
to (this munidpdlity’s tax credit rate) the amount obtained by multiplying the lower
of thetax rate of such Joint Economic Development Didtrict or of this municipdlity
by the taxable income earned in or atributable to the Joint Economic Devel opment
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Didrict of employment or business activity, but, in any event, such credit shal not
be applied to arate in excess of thismunicipdity's credit limit of the taxable income
eaned in or atributable to the Joint Economic Development Didrict of
employment or business activity. For the purpose of this Chapter, taxable income
ghdl dso include the digtributive share of net profits of aresident, partner or owner
of an unincorporated business entity.

7:02 Genegrd

A. No credit will be given unless the taxpayer claims such credit on hisreturn or other
form prescribed by the Administrator and presents evidence of the payment of a
gmilar tax to another municipality as the Administrator may require.

B. In the event aresident of thismunidpdity falls, neglects or refusesto file an annud
return or declaration on aform prescribed by the Adminigtrator, he shdl not be
entitled to such credit or refund and shdl be consdered in violaion of this Chapter
for faluretofile areturn.

CHAPTER 8:00

INTEREST AND PENALTIES

8:01 | nterest

A. Except as provided in Sections 8:03 and 8:04 hereof, dl taxes imposed and dl
monies withheld or required to be withheld by employers and dl ingtalments of
estimated taxes required to be paid under the provisons of the Ordinance and
remaining unpaid after they have become due, shdl bear interest in addition to the
amount of the unpaid tax, withholdings or instalments of estimated tax at the rate
of thismunicipdlity.

8.02 Pendties

A. In addition to interest as provided in Chapter 8:01 hereof, pendties based on the
unpaid tax are hereby imposed asfollows:

1 For falure to pay taxes or estimated taxes due other than taxes withheld.
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8:03

804

8:05

2. For failure to remit taxes withheld from employees.

3. For underpaying estimated taxes there is a charge when the sum of the
amount of quarterly installment payments actudly made for the current tax
year lighility of this municipdity total less than 90% of the amount of tax
duefor the year as shown by the annud return.

4, For falureto fileafind retun by the due date, regardless of any tax due.

Exceptions
A. No penalty shall be assessed on additiond taxes found on audit to be due when a

return was timely filed in good faith and the tax paid thereon within the prescribed
time.

In the absence of fraud, neither penalty or interest shdl be assessed on any
additiona taxes resulting from a federd audit for federad income tax purposes
provided an amended return is filed and the additiond tax paid within three (3)
months after find determination of the federd tax ligbility.

A taxpayer or employer shdl have thirty (30) days after receipt of notice of any
proposed impaosition of interest and pendties within which to file a written protest
or explanation with the Adminigtrator. If no protest or explanation is filed within
the prescribed time, the proposed imposition of interest and penalty shdl become
the find assessment. Upon filing of a written protest or explanation, the Tax
Adminigrator of _this municipality shall redetermine the assessment which may or
may hot be the same as the proposed assessment.

Appeal From Assessment

A. Either the Tax Adminidrator of this munidpdity or the Board of Tax Review of this
municipdity may abate pendty or interest, or both, upon showing of good cause.

Violaions

A. Any person who shdl:

1 Fail, neglect or refuse to make any return or declaration required by the
Ordinance; or

2. Make any incomplete, fase or fraudulent return; or
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3. Intentionaly or willfully fall, neglect or refuse to pay the tax, penaties or
interest imposed by the Ordinance; or
4, Fall, neglect or refuse to withhold the tax from his employees or remit such
withholding to the Administrator; or
5. Refuse to permit the Administrator or any duly authorized agent or
employee to examine his books, records, papers and federa income tax
returns relating to the income or net profits of ataxpayer; or
6. Fail to appear before the Administrator and to produce his books, records,
papers or federal income tax returns relaing to the income or net profits
of ataxpayer upon order or subpoena of the Administrator; or
7. Refuse to disclose to the Adminigtrator any information with respect to the
income or net profits of ataxpayer; or
8. Fall to comply with the provisons of the Ordinance or any order or
subpoena of the Administrator authorized thereby; or
0. Give to an employer false information as to his true name, correct socia
security number and resident address or fal to promptly notify an
employer of any change in resdent address and date thereof; or
10. Fall to use ordinary diligence in maintaining proper records of employee's
residence and address, total wages paid and municipd tax withheld, or to
knowingly give the Adminigrator false information; or
11.  Attempt to do anything whatsoever to avoid the payment of the whole or
any part of the tax, penaties or interest imposed by this Ordinance; shall
be guilty of amisdemeanor and shal be fined not more than Five Hundred
and 00/100 Dallars ($500.00) or imprisoned not more than six months or
both for each offense or otherwise punished pursuant to the pertinent
municipa ordinance.
8:06 Limitations on Prosecutions
A. Civil actionsto recover municipa income taxes, pendties and interest on municipa
income taxes shdl be brought within three (3) years after the tax was due or the
return was filed, whichever islater.
B. Prosecutions under the Ordinance shall be commenced within  three (3) years

after the commission of the offense provided that in the case of fraud, fallure to
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file areturn or the omisson of 25% or more of income required to be reported,
prosecutions may be commenced within Six (6) years after the commission of the
offense.

8:07 Failure to Recaeive Formsis no Excuse

A.

The falure of any taxpayer to receive or procure a return, declaration or other
required form shdl not excuse him from making any information return, declaration
of return, from filing such form or from paying the tax.

8:08 Bad Checks

A.

If any check or money order in payment of any amount receivable under this
chapter, other than those provided for under 8:08B hereof, is not duly paid, in
addition to any other pendties provided by law, there shdl be paid as a pendty by
the person who tendered such check, upon notice and demand by the
Adminidrator, in the same manner astax, an amount equd to the processing feg(s).

If any check in payment of any amount receivable under this chapter, is drawn on
afinandd inditution not located within one of the twelve Federal Reserve Didtricts
and results in a processing fee charged to RITA, there shdl be paid as a pendty
by the person who tendered such check, upon notice and demand by the
Adminigrator, in the same manner astax, an amount equd to such processing fee.

CHAPTER 9:00

COLLECTION OF UNPAID TAXES AND REFUNDS OF OVERPAYMENTS

9.01 Unpad Taxes

A.

All taxesimposed by the Ordinance and not paid when due become, together with
interest and penalties thereon, a debt due this municipdity from the taxpayer and
are recoverable as are other debts by civil suit. Employerswho are required under
Section 6:02 of these Regulations to withhold and remit the taxes required to be
withheld at the source and who fail to withhold and/or remit become ligble to this
municipdity in acivil action to enforce the payment of the debt created by such
falure
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B. Civil action to recover municipa income taxes shdl be brought within three (3)
years after the tax was due or the return was filed, whichever islater.

C. Prosecution for an offense made punishable under amunicipd ordinance imposing
an income tax shal be commenced within three (3) years after the commission of
the offense provided that in the case of fraud, fallure to file areturn or omisson of
25% or more of income required to be reported, prosecution may be commenced
within sx (6) years after the commission of the offense.

9:.02 Refunds

A. Taxes erroneoudy paid shdl not be refunded unlessaclam for refund is madein
writing within three (3) years from the date on which such payment was made or
the return was due whichever is laer.

B. Overpayments will either be refunded or credited to the taxpayer's current year's
ligbility & his option, except that where taxes are owed for any previous years,
overpayments shdl be applied in the order in which such taxes became due before
any refund is made. Where no eection has been made by the taxpayer,
overpayments of any year's taxes shdl be applied asfollows:.

1 To taxes, pendty or interest owed for any previous years.
2. To his current estimated tax liability (and any excess refunded).

C. Civil actionsto recover refunds of municipa income taxes and pendties and interest
on municipa income taxes shdl be brought within three (3) years after the tax was

due or the return was filed, whichever is later and must be brought after the
taxpayer requests arefund in accordance with Divison A.

CHAPTER 10:00

DISBURSEMENT OF RECEIPTS OF TAX COLLECTION

10:01 Refer to Ordinance

CHAPTER 11:00
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DUTIESAND AUTHORITY OF THE ADMINISTRATOR

11:01 Collection of Tax and Records

A.

It shdl be the duty of the Adminigtrator to recelve the tax imposed by the
Ordinance in the manner prescribed herein from the taxpayers, to keep an accurate
record thereof, and to report al monies so received.

11:02 Duty to Enforce Collection

A.

It shdl be the duty of the Adminigtrator to enforce payment of al taxes due this
municipdlity, to keep accurate records for the minimum of five (5) years showing
the amount due from each taxpayer required to file a declaration and make any
return, including taxes withheld, and to show the dates and amounts of payment
thereof.

11:03 Authority to Make and Enforce Regulations

A.

The Adminigrator is charged with the adminidration and enforcement of the
provisons of the Ordinance and is subject to the gpprovd of the Board of Review
of this municipdity empowered to adopt, promulgate and enforce rules and
regulations relating to any matter or thing pertaining to the adminidration and
enforcement of the Ordinance. The Adminigtrator has the authority to correct or
adjust any return submitted when a correction or adjustment is necessary to
accomplish the intent of the Ordinance.

Any taxpayer or employer desiring a specid ruling on any matter pertaining to the
Ordinance or these Rules and Regulations should submit to the Adminigrator, in
writing, dl the facts involved and the ruling sought, who shdl render his ruling on
this matter, which ruling may be gppedled to the Board of Review of this

municipdlity.

These Regulations, together with al amendments and supplements hereto and all
changes herein, will be on file at the office of the Regiond Income Tax Agency and
a thelocd City or Village Hal and will be open to public ingpection. The office
of the Regiona Income Tax Agency is located at 10107 Brecksville Road,
Brecksville, Ohio.

11:04 Authority to Arrange Ingdlment Payments
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Except as provided in Section 6:03.B.3 hereof, the Administrator is authorized to
arrange for the payment of unpaid taxes, interest and pendties on a schedule of
ingalment payments when the taxpayer has proved to the Adminigrator thet, due
to certain hardship conditions, he is unable to pay the full amount of the tax due.

Such authorization shall not be granted until proper returns are filed by the
taxpayer for al amounts owed by him under the Ordinance.

Failure to make any deferred payment when due shall cause the totd unpaid
amount, including pendty and interest, to become payable on demand and the
provisons of Chapter 8:00 and 9:00 of the Regulations shal gpply.

11:05 Authority to Determine Amount of Tax Due

A.

Preparation of Return by Adminigtrator - If any taxpayer failsto file atax return
which is required by this municipdity's Ordinance within the time prescribed
therefore, but consents to disclose al information necessary to the preparation
thereof, then the Adminigtrator may prepare such return which, after being sgned
by such person, may be received by the Adminigrator asthe return of such person.

Execution of Return by Adminigrator - If any taxpayer falsto file atax return,
which is required by this municipdity's Ordinance, within the time prescribed
therefore, or make, willfully or otherwise, a fse or fraudulent return, then the
Adminigrator shal make, in a reasonable manner, such return from his own
knowledge and from such information as he can obtain throughout testimony or
otherwise.

Assessment of a Taxpayer by Adminigrator - The Administrator may calculate and
asess ay taxpayer for the amount of tax, pendty and interest which is
imposed by this munidpdity's Ordinance and which is due and owing. Such
assessment shdl be made by the Adminigtrator's issuing summary records to the
last known address of the taxpayer of the assessment. This summary shdl include
the identification of the taxpayer, the character of the ligbility assessed, the taxation
period and the amount of the assessment.

Status of Executed Returns and Assessments - Any return executed by or any
assessment made by the Administrator pursuant to this municipdity's Ordinance
shdl be primafacie good and sufficient for dl legd purposes. The Administrator
may execute supplementa tax returns and may issue supplementa assessments
whenever the Adminigtrator has knowledge derived from any source including the
taxpayer'sfinancia datathat any executed tax return or assessment isimperfect or
incomplete in any materia repect.

Limitation of Prosecutions - Neither the Tax Adminigtrator's execution of areturn
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nor the Tax Adminigirator's assessment of ataxpayer shdl sart the running of the
period of limitations on prosecutions set forth esewhere in this municipdity's
Ordinance.

11:06 Authority to Make Investigations

A.

The Adminidrator, or hisduly authorized agent, is authorized to examine the books,
papers, records and federad income tax returns of any employer, taxpayer or
person subject to the Ordinance of this municipdity, or whom the Administrator
believes is subject to the provisions of the Ordinance, for the purpose of verifying
the accuracy of any return made, or if no return was made, to ascertain and
determine the tax due under the Ordinance of this municipdlity.

An employer or taxpayer shdl furnish within fifteen (15) days following awritten
request by the Adminidtrator, or his duly authorized agent, the means, facilitiesand
opportunity for making examinations and invedtigaions authorized by the

Ordinance of this municipdity.

11:07 Authority to Compe Production of Records

A.

The Adminigtrator is authorized to order any person to gppear before him and may
examine such person, under oath, concerning any income which was or should
have been returned for taxation or any transaction tending to affect such income.
The Adminigtrator may compel the production of books, papers and records and
the attendance of al persons before him, whether as parties or witnesses,
whenever he believes such persons have knowledge of the facts concerning any
supposed income or supposed transaction of the taxpayer.

The Adminigtrator's order to examine any document mentioned in the preceding
paragraph sha| state whether the examination isto be at the office of the taxpayer
or a the office of the Adminigtrator.

The Adminigtrator may order the appearance before him of any person whom he
believes to have any knowledge of a taxpayer's income or withholdings or any
information pertaining to the taxpayer under investigation whether or not the
individud so ordered has actud custody of the records of the taxpayer being
investigated. The Adminigtrator is specifically authorized to order the appearance
of the locad manager, representative or employee of any taxpayer.

Persons required to attend any hearings shdl be notified not |ess than fifteen (15)
days prior to the time of the hearing. The notice shal show the time and place of
the hearing and what books, papers or records the witnessis to make available at
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such hearing.

The notice shdl be served by the Administrator, or his duly authorized agent, by
ddivering it to the person named persondly or by leaving the notice at his usud
place of business or resdence, or by mailing it to the person by certified mall,
return receipt requested, addressed to his usual place of business or residence.

11:08 Refusal to Produce Records

A.

Refusa by any employer, supposed employer, taxpayer or supposed taxpayer or
the refusd of any such person to appear before the Adminigrator, or his duly
authorized agent, to submit to such examination or to produce the records
requested condtitutes a misdemeanor punishable by fine or imprisonment, or both,
as prescribed by Section 8:05 of the Regulations.

11:09 Confidentid Nature of Information Obtained

A.

Any information gained as a result of any returns, investigations, verifications or
hearings before the Adminigtrator or the Board of Review required by the
Ordinance of this municipdity or authorized by these Rules and Regulations shdl
be confidentia and no disclosure thereof shdl be made except for officid purposes
or as ordered by a court of competent jurisdiction. Any person divulging such
information shall be guilty of amisdemeanor punishable by a maximum fine of One
Thousand and 00/100 Dollars ($1,000.00) or imprisonment for not more than six
(6) months, or both. Each disclosure shdl condtitute a separate offense.

In addition to the above pendty, any employee of the Regiona Income Tax
Agency, the authorized collecting agent of this muniapdity, who violates the
provisons of the Chapter rdaiveto the disclosure of confidentid information shall
be guilty of an offense punishable by immediate dismis.

11:10 Retention of Records

A.

All employees and taxpayers are required to keep such records as will enable the
filing of true and accurate returns whether of taxes withheld a the source or of
taxes payable upon earnings or net profits, or both. Such records shdl be
preserved for a period of not less than five (5) years from the date the find return
isfiled or the withholding taxes are paid.

CHAPTER 12:00

55



12:01 Composition

A.

BOARD OF REVIEW ESTABLISHED

A Board of Review consdting of (see Tax Ordinanceof this munidpdlity) is hereby
created. The Board shdl sdlect each year, for aone-year term, one of its members
to serve as Chairman and one to serve as Secretary. A mgority of the Board shal
condtitute a quorum. The Board shal adopt its own procedura rules and shdl
keep arecord of itstransactions. Any hearing by the Board may be conducted
privately and the provisons of Section 11:09 hereof with reference to the
confidentia character of information required to be disclosed by the Ordinance
shall gpply to such matters as may be heard before the Board of Review on

apped.

12:02 Duty to Approve Reqgulations and to Hear Appeds

A.

12:03 Right of Apped

A.

All Rules and Regulations and amendments or changes thereto which are adopted
by the Adminigtrator under the authority conferred by Ordinance must be
approved by the Board of Review of this municipdity before the same becomes
effective. The Board shdl hear and pass on gpped's from any ruling or decison of
the Adminigrator and, a the request of the taxpayer or Adminigtrator, is
empowered to subgtitute an dternate method of alocation.

The Legidative Authority of each municipa corporation that imposes a tax on
income shall establish a board to hear appeds as provided in this section.

Whenever a Tax Adminigtrator issues a decison regarding amunicipa income tax
obligation that is subject to apped, the tax adminigirator shdl notify the taxpayer
at the same time of the taxpayers right to apped the decision and the manner in
which the taxpayer may gpped the decison. Any person who is aggrieved by a
decison by the tax Adminigtrator and who has filed with the municipa corporation
the required returns or other documents pertaining to the municipa income tax
obligation at issue in the decision may apped the decision to the board crested by
filing arequest with the board. The request shdl be in writing, shal state why the
decison should be deemed incorrect or unlawful, and shdl be filed within thirty
days after the Tax Administrator issues the decison complained of. The Board
shdl schedule a hearing within forty-five days after receiving the request, unlessthe
taxpayer waives a hearing. If the taxpayer does not waive the hearing, the
taxpayer may appear before the board and may be represented by an attorney at
law, certified public accountant, or other representative.

The Board may affirm, reverse, or modify the Tax Adminigtrators decison or any
part of that decison. The Board shall issue a decision on the gppea within ninety
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days after the boards final hearing on the gppedl, and send notice of its decison by
ordinary mail to the petitioner within fifteen days after issuing the decision.

Each Board of Apped crested shal adopt rules governing its procedures and shall
keep arecord of its transactions. Such records are not public records available
for ingpection.
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