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SUBJECT: MUNICIPAL INCOME TAXES

The purpose of this Auditor of State Bulletin is to inform all County Boards of Elections, Transit
Authorities, Regional Transit Authorities, and Regional Transit Commissions of Sub. H. B. No.
555 which was effective March 6, 1996. This legislation amends Section 718.01 of the Revised
Code to prohibit municipal corporations from subjecting to income taxation compensation paid to
persons serving as precinct election officials, or compensation paid to transit system employees
solely on the basis of operating transit vehicles in the municipality on an irregular basis.

Section 718.01 (F) of the Revised Code is amended to read as follows:

(F) No municipal corporation shall tax any of the following:

(1) The military pay or allowances of members of the armed forces of the 
United States; 

 (2) The income of religious, fraternal, charitable, scientific, literary, or 
educational institutions to the extent that such income is derived from tax exempt 
activities;     

(3) Except as otherwise provided in division (G) of this section, intangible income;

(4) COMPENSATION PAID UNDER SECTION 3501.28 OR 3501.36 OF THE 
REVISED CODE TO A PERSON SERVING AS A PRECINCT ELECTION 
OFFICIAL, TO THE EXTENT THAT SUCH COMPENSATION DOES NOT 
EXCEED ONE THOUSAND DOLLARS ANNUALLY. SUCH COMPENSATION
IN EXCESS OF ONE THOUSAND DOLLARS MAY BE SUBJECTED TO TAXATION   
BY A MUNICIPAL CORPORATION. A MUNICIPAL CORPORATION SHALL NOT 
REQUIRE THE PAYER OF SUCH COMPENSATION TO WITHHOLD ANY TAX 
FROM THAT COMPENSATION.

(5) COMPENSATION PAID TO AN EMPLOYEE OF A TRANSIT AUTHORITY, 
REGIONAL TRANSIT AUTHORITY, OR REGIONAL TRANSIT COMMISSION 
CREATED UNDER CHAPTER 306 OF THE REVISED CODE FOR OPERATING A 
TRANSIT BUS OR OTHER MOTOR VEHICLE FOR THE AUTHORITY OR 
COMMISSION IN OR THROUGH THE MUNICIPAL CORPORATION, UNLESS THE 
BUS OR VEHICLE IS OPERATED ON A REGULARLY SCHEDULED ROUTE, THE

 OPERATOR IS SUBJECT TO SUCH A TAX BY REASON OF RESIDENCE OR 
DOMICILE IN THE MUNICIPAL CORPORATION, OR THE HEADQUARTERS OF 
THE AUTHORITY OR COMMISSION IS LOCATED WITHIN THE MUNICIPAL 
CORPORATION.



Section 718.01 of the Revised Code, as amended by this act, first applies to taxable years
including the effective date of this act. As used in this section, “taxable year” means the period, as
prescribed by resolution or ordinance of a municipal corporation, upon which the income of a
person is determined for purposes of taxation by that municipal corporation.

This bulletin summarizes the major amendments to the Revised Code by Sub. H.B. No. 555 and is
not intended to be used as a substitute to the actual legislation.  For additional details, public
offices are encouraged to obtain a copy of the legislation.

Should you have any questions pertaining to this bulletin, please contact the Auditor of State’s
Local Government Services Division at 1-800-345-2519.




