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Mr. Chairman, and members of the committee, good afternoon.  My name is Mark 

Engel. I am a partner with Bricker & Eckler LLP and tax counsel to The Ohio 

Manufacturers’ Association (OMA). The OMA is here today to testify in support of 

House Bill 5, a bill to streamline and modernize Ohio’s antiquated municipal income tax 

system. 

 

For the past several years, administration after administration has attempted to make 

Ohio more business-friendly.  Several steps have been taken to make that happen.  

Those efforts include tax reform in 2005; tort reform in 2004; repeal of the estate tax; 

and recent reforms at the Board of Tax Appeals.  However, despite efforts to improve it, 

in study after study and report after report, one feature continues to receive criticism for 

its negative impact on the business climate in Ohio: The Municipal Income Tax. 

 

According to a publication of the Ohio Department of Taxation, Ohio Taxes: A Brief 

Summary of Major State and Local Taxes in Ohio,1 in 2009, the latest year for which 

figures were available, 577 municipal corporations (236 cities, 341 villages) in Ohio 

imposed a tax on income.  The tax rates varied from 0.4% to 3.0%.  Together, almost 

$4 billion in revenue was raised. 

 

While the amount of revenue is significant, it isn’t just the amount that garners criticism.  

It is the myriad of rules that vary from jurisdiction to jurisdiction that creates problems.  

                                                 
1
  As of November 14, 2014, this report may be found at http://www.tax.ohio.gov/portals/0/ 

communications/publications/brief_summaries/new%20internet%20feb_7_2012/municipal_inco

me_tax_2_8.pdf  
 

http://www.tax.ohio.gov/portals/0/communications/publications/brief_summaries/new%20internet%20feb_7_2012/municipal_income_tax_2_8.pdf
http://www.tax.ohio.gov/portals/0/communications/publications/brief_summaries/new%20internet%20feb_7_2012/municipal_income_tax_2_8.pdf
http://www.tax.ohio.gov/portals/0/communications/publications/brief_summaries/new%20internet%20feb_7_2012/municipal_income_tax_2_8.pdf
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Different rules regarding issues such as payment dates and extensions, statutes of 

limitations, the treatment of pass-through entities and their owners, and net operating 

losses, render compliance difficult, uncertain, and as a result, frustrating and time-

consuming. 

 

To be competitive, a tax system needs to be transparent and simple.  The existing 

municipal income tax provisions in Ohio are anything but.  H.B. 5 isn’t perfect, but it 

goes a long ways towards improving the situation from the perspective of business in 

Ohio.  Its passage will simplify compliance among manufacturers and businesses in 

general.  It will allow them to devote limited resources to growing their businesses.  That 

will improve the situation for everybody in Ohio, the municipal jurisdictions as well as the 

taxpayers.   

 

H.B. 5 addresses many of the current myriad of municipal income tax requirements.  

However, there are three advantages of HB 5 in particular that we highlight for your 

consideration. 

 

First, a consistent rule regarding some consideration of net operating loss carryforwards 

is imperative.  NOLs occur because our tax system is based on economic performance 

during a defined period.  When income is earned, no matter how much, a tax is 

incurred.  When a taxpayer operates at a loss, however, its tax bill is merely reduced to 

$0.  It does not get money back.  Recognition of some level of net operating loss 

carryforward better reflects the operations of a business over time.  Without this 
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provision, business is faced with a “heads you win, tails I lose” proposition.  This is a 

clear impediment to business in Ohio. 

 

Second, uniformity on filing dates, estimated payment dates, statutes of limitations, 

penalties and interest, and a myriad of other compliance issues is important.  As noted 

earlier, almost 600 different municipal taxing jurisdictions exist in Ohio.  Trying to keep 

track of the differences between them is a tremendous drain of time and resources.  

Having single rules as to these items would go a long way towards making the system 

less onerous and compliance easier. 

 

Finally, the occasional entrant rules need to be addressed.  Employees may be in 

multiple jurisdictions, however, briefly, during the course of a day. Under current law, 

potential liability exists in every jurisdiction.  Clarifying the rules, and providing a small 

business exception, would go a long way towards simplifying this issue. 

 

Business recognizes that it receives a number of benefits from government services, 

and that it has to pay for those services.  However, it should not do so at the expense of 

being competitive, or even being able to survive.  H.B. 5 offers a number of 

improvements over the existing patch-work of municipal income tax provisions, bringing 

clarity and easier compliance to the table.  These changes will help render Ohio more 

competitive with other states, most of which have no local income taxes to worry about. 

 

We urge your passage of H.B. 5. 


