OHIO ASSOCIATION OF PUBLIC TREASURERS (OAPT) OPPOSES PROPOSAL OF STATE TAKEOVER OF MUNICIPAL INCOME TAX COLLECTIONS
During the recent discussion regarding the State Biennial Budget Bill (HB 153) it was suggested that the Ohio Department of Taxation take over the collection of local income taxes.  While there is no current legislation to take control of local income taxes, the state legislature is still considering such action.
Local income tax is the largest source of revenue for nearly all local governments, 578 municipalities alone, in the State, and any disruption or interference with the current collection process will be harmful to the financial operations of local governments and the core services provided to the residents of those communities.
The prospect of State control of local income tax collections presents numerous administrative difficulties including, but not limited to: how the State will administer Local tax ordinances; how retention of and access to tax records will be handled; collection of delinquent taxes and tracking those persons not filing taxes; the timing and frequency of distribution of collected revenues to local governments; the reporting of tax collections to local governments; the impact it would have on the attorney general’s office in dealing with the legal proceedings related to the fair collection of local income taxes; and the impact of planned budget and staffing cuts on the Ohio Department of Taxation's ability to undertake and properly perform such significant responsibilities.
The current process used for collecting school district income taxes does not allow districts to review taxpayer information to ensure taxpayers are paying their fair share, let alone paying at all.  Payments to the schools are made on a quarterly basis, if local governments had to wait 3 months to receive income tax revenues, the lack of cash flows would result in severe financial hardships and potential inability to make payroll and mandated payroll taxes.

The lack of reporting would also seriously affect compliance with the plethora of local government agreements that require income tax detail, i.e. TIF School District PILOT’s, Revenue Sharing Districts, Economic Development Incentive Agreements, JEDD’s, etc.
State control of local income taxes would infringe on the Home Rule Rights of local governments to self-govern as stated in Article 18.07 of the Constitution of the State of Ohio.

Local governments have suffered greatly, and made necessary operational changes, including consolidating and sharing services, over the past several years as the nation’s and state economies have, and continue to falter.  In addition, the state legislature has eliminated the personal property tax, the state’s continuous reductions in the long-standing shared revenue in the form of Local Government Funds, and the state’s elimination of the estate taxes, ALL without providing any sustained revenues to offset the losses.  Local governments cannot afford another potential loss in revenue, and administrative fees collected by the State would certainly cost more than the local governments’ tax professionals or regional collections services.  Currently local governments, or their designated regional collection services, handle the collection of local income taxes efficiently, and with the necessary “user friendly” services that only local officials can provide.
The OAPT Board of Directors declares its strong opposition to any effort by the State of Ohio to take over the collection of local government municipal income taxes in Ohio, and urges the Governor, the Treasurer and the General Assembly to recognize the negative impact a State centralized income tax collection would have on local communities and the essential services that local governments provide to residents on a daily basis.
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