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NOTE: Amendments to Ordinance (See back of Book)

ORDINANCE #10-19-2004
LEVYING A TAX, to provide funds for the purpose of general municipal operation including
wages, salaries and fringe benefits of employees, purchases of new and used equipment,
maintenance of equipment, extension, enlargement and improvement of municipal services and
facilities and other capital improvements, on all salaries, wages, commissions and other
compensation earned by residents of Rockford, Ohio; on all salaries, wages, commissions and
other compensation earned by non-residents of Rockford, Ohio, for work done or services
performed or rendered in Rockford, Ohio; on the net profits earned on all businesses, professions
or other activities conducted by residents of Rockford, Ohio; on the net profits earned by all
businesses, professions or other activities conducted in Rockford, Ohio, by non- residents, and
on the net profits earned by all corporations doing business in Rockford, Ohio; as a result of
work done or services performed or rendered in Rockford, Ohio; requiring the filing of returns
and furnishings of information by employers and all those subject to said tax; imposing on



Rockford, Ohio; providing for the administration, collection and enforcement of said tax;
declaring violation thereof 10 be a misdemeanor and imposing penalties therefore; declaring
effective date; and repeal Ordinance -85 for transactions after the effective date.

BE IT ORDAINED by the Council of the Village of Rockford, State of Ohio:

SECTION 1
PURPOSE

To provide funds for the purposes of general municipal operations, including wages, salaries and
fringe benefits of employees, purchase of new equiproent, maintenance, extension and
enlargement of municipal services and facilities and capital improvements of the Village of
Rockford, Ohio; there shall be and is hereby levied a tax on qualifying wages, commissions and
other compensation, and on net profits and other taxable income as hereinafter provided. The
allocation of funds is to be determined by the Council of the Village of Rockford, Ohio.

SECTION 2
DEFINITIONS

A. As used in this ordinance, the following words shall have the meaning ascribed to them in this
section, except as and if the context clearly indicates or requires a different meaning.
ADJUSTED FEDERAL TAXABLE INCOME—means a “C” corporation’s federal taxable

income before net operating losses and special deductions as determined under the Internal
Revenue Code and adjusted as follows:

I.  DEDUCT intangible income (EG. interest and dividends) 1o the extent included in
federal taxable income;

2. ADD an amount equal to five percent (5%) of intangible income deducted in item 1
above, but excluding that portion of intangible income directly related to the sale,
exchange, or other disposition of property described in section 1221 of the Internal
Revenue Code;

3.  ADD any losses allowed as a deduction in the computation of federal taxable
income if the losses directly relate to the sale, exchange, or other disposition of an

asset described in section 1221 or 1231 of the Internal Revenue Cade:
4. DEDUCT income and gains included in federal taxable income to the extent the

income and gain is directly related fo the sale, exchange, or other disposition of an
asset described in section 1221 or 1231 of the Internal Revenue Code.

And "Thn dadaratine Aacasilend i Stmean A4 Amms WIEYT AT W bn dhn nvebmend dbomd dlan
imcoue ur gain iy licome or gain described o section 1243 or 1230 of the
¥

5. ADD taxes on or measured by net income allowed as a deduction in computation of
federal taxable income

6. ADD (in the case of a real estate investment trust and/or a regulated investment
company) all amounts with respect to dividends to, distributions to, or amounts set
aside for or credited 1o the benefit of the investors and allowed as a deduction in the
computation of federal taxable income.



7. If the taxpayer is not a “C” corporation and is not an individual person, the
taxpayer shall compute adjusted federal taxable income as if the taxpayer were a
“C” corporation, except;

7a) Guaranteed payments and other similar amounts paid or accrued to a
partner, former partner, member, or former member shall not be allowed as a
deductible expense; and

7b) Amounts paid or accrued to a qualified self-employment retirement plan
with respect to an owner or owner-employee of the taxpayer, amounts paid or
accrued to or for health insurance for an owner or owner-employee, and
amounts paid or accrued to or for life insurance for an owner or owner-
employee shall not be allowed as a deduction.

8.  Nothing in this definition shall be construed as allowing the taxpayer to add or
deduct any amount more than once or shall be construed as allowing any taxpayer
to deduct any amount paid or accrued for the purpose of self-employment tax.

9. Nothing in this section shall be construed as limiting or removing the ability of the
municipal corporation to administer, audit, and enforce the provisions of its
municipal income tax.

ADMINISTRATOR-—means the individual designated by the ordinance and appointed by
the Mayor with confirmation of Council to administer and enforce the provisions of this
ordinance.

ASSOCIATION--- means a partnership, limited partnership, limited liability company, “S”
corporation or any other form of unincorporated enterprise, owned by one or more
persons.

BOARD OF REVIEW — (Board of Appeals, Board of Adjudication, etc) means the Board
created by and constituted as provided for in Section 13 of this ordinance.

BUSINESS— means an enterprise, activity, profession, or undertaking of any nature
conducted for profit or ordinarily conducted for profit, whether by an individual,
partnership, association, corporation or any other entity including but not limited to the
renting or leasing of property, real, personal or mixed.

CORPORATION—means a corporation or joint stock association organized under the laws
of the United States, the State of Ohio, or any other state, territory, or foreign country or
dependency.

DOMICILE -means a principle residence that the taxpayer intends to use for an indefinite
time and to which whenever he is absent he intends to return. A taxpayer has only one
domicile even though he may have more than one residence

EMPLOYEE —means one who works for wages, salary, commissions, or other types of
compensation in the service of an employer. This includes part-time workers, seasonal
workers, intermitted workers, and workers of temp agencies.

EMPLOYER-—means an individual, partnership, association, corporation, governmental
body, unit or agency, or other entity, whether or not organized for profit, who or that
employs one or more persons on a salary, wage, commission, or other basis of
compensation.

FISCAL YEAR-—An accounting period of twelve (12) months or less ending on any day
other than December 31,



FORM 2106 -- means Internal Revenue Service Form 2106 filed by a taxpayer pursuant to
the Internal Revenue Code.

FORM 4835 —means Internal Revenue Service Form 4835 filed by a taxpayer pursuant to
the Internal Revenue Code.

GENERIC FORM -- means an electric or paper form designed for reporting estimated
municipal income taxes and annual municipal income tax liability or for filing a refund
claim that is not prescribed by a particular municipal corporation for the reporting of that
municipal corporation’s tax on income.

GROSS RECEIPTS— means total income of taxpayers from whatsoever source derived.

INCOME FROM A PASS-THOUGH ENTITY-—means partnership income of partners,
membership interests of members of a limited liability company, distributives shares of
sharcholders of an S corporation, or other distributive or proportionate ownership shares of
income from any other pass-through entities.

INTANGIBLE INCOME—means income of any of the following types: income yicld,
interest, capital gains, dividends, or other income arising from the ownership, sale,
exchange, or other disposition of intangible property including, but not limited to,
investments, deposits, money, or credits as those terms are defined in Chapter 5701, of the
Ohio Revised Code, and patents, copyrights, trademarks, trade names, investments in real
estate investment trust, investments in regulated investment companies, and appreciation
on deferred compensation. “Intangible Income” does not include prizes, awards, or other
income associated with any lottery winnings or other similar games of chance.

INTERNAL REVENUE CODE-—means the Internal Revenue Code of 1986, 100
Stat.2085, 26 U.S.C. 1 as amended.

INTERNET—means the international computer network of both Federal and nonfederal
interoperable packet switched data networks, including the graphical sub network known
as the world wide web,

JOINT ECONOMIC DEVELOPMENT DISTRICT-—means districts created under the
Ohio Revised Code sections 715.70 through 715.83 as amended from time to time.

LIMITED LIABILITY COMPANY-means a limited liability company formed under
Chapter 1705 of the Ohio Revised Code or under the laws of another state.

MUNICIPALITY—means the Village of Rockford, Ohio.

NET OPERATING LOSS—means the sum of losses reported on schedules C, schedule F,
and pass-through entities that are materially participating in any trade or business activities
conducted for profit. Rental losses reported on schedule E and rental activities conduct by
a pass-through entity shall not be included in the net operating loss calculation.

NET PROFITS— for a taxpayer other than an individual means adjusted federal taxable
income and “Net Profit” for a taxpayer who is an individual means the individual’s wages,
profit, and other income required to be reported on schedule C, schedule F, or net schedule
E profit not including amounts described in division (F) of section 3,.

NET RENTAL LOSSES-—means the net sum of rental profits and losses as reported on
Schedule E, page 1, and the sum of rental income and losses from pass-through entities
engaged in rental activities. Net rental losses are NOT allowed as deductions from earned
income such as wages, salaries, and trade or business income reported on schedules C and
F. Net rental losses CAN NOT be carried forward or backwards.

NONQUALIFIED DEFERRED COMPENSATION PLAN-—means a compensation plan
described in section 312 1{(v){2){c) of the Internal Revenue Code.



NON-RESIDENT —means an individual domiciled outside the Village.

NONRESIDENT INCORPORATED BUSINESS ENITY-—means an incorporated
business entity not having an office or place of business within the Village.

NON-RESIDENT UNINCORPORATED BUSINESS ENTITY —means an
unincorporated business entity not having an office or place of business within the Village.

OTHER PAYER--—means any person, other than an individual’s employer or the
employer’s agent that pays an individual any amount included in the federal gross income
of the individual.

OWNER-—means a partner of a partnership, a member of a limited liability company, a
shareholder of an S corporation, or other person with an ownership interest in a pass-
through entity.

OWNER’S PROPORTIONATE SHARE— with respect to each owner of a pass-through
entity, means the ratio of (a) the owner’s income from the pass-through entity that is
subject to taxation by the municipal corporation, to (b) the total income from that entity of
all owners whose income from the entity is subject to taxation by that municipal
corporation.

PASS-THROUGH ENTITY-—means a partnership, a limited liability company, a §
corporation, or any other class of entity that the income or profits from which are given
pass-through treatment under the Internal Revenue Code.

PERSON-—includes individuals, firms, companies, business trusts, estates, trusts,
partnerships, limited liability companies, associations, corporations, governmental entities,
and any other entity.

PLACE OF BUSINESS-means any bona fide office, other than a mere statutory office,
factory, warehouse, or other space, which is occupied and used by the taxpayer in carrying
on any business activity, individually or through one or more of his regular emplovees
regularly in attendance.

PRINCIPAL PLACE OF BUSINESS—means in the case of an employer having
headquarters’ activities at a place of business within a taxing municipality, is the place of
business at which the headquarters is situated. In the case of any employer not having its
headquarters’ activities at a place of business within a taxing municipality, the term means
the largest place of business located in a taxing municipality.

QUALIFIED PLAN-—means a retirement plan satisfying the requirements under section
401 of the Internal Revenue Code as amended.

QUALIFYING WAGES—means wages, as defined in section 3121(a) of the Internal
Revenue Code, without regard to any wage limitation, adjusted in accordance with section
718.03(A) of the Ohio Revised Code.

RESIDENT-—means an individual domiciled in the Village.

RESIDENT INCORPORATED BUSINESS ENTITY-—means an incorporated business
entity whose office, place of operations or business situs is within the Village.

RESIDENT UNINCORPORATED BUSINESS ENTITY — means an unincorporated
business entity whose office, place of operations or business situs is within the village.

RETURN PREPARER-—means any person other than a taxpayer that is authorized by a
taxpayer to complete or file an income tax return, report, or other documents for or on
behalf of the taxpayer.

SCHEDULE C —means Internal Revenue Service schedule C filed by a taxpayer pursuant to
the Internal Revenue Code.

SCHEDULE E —means Internal Revenue Service schedule E filed by a taxpayer pursuant to
the Internal Revenue Code.



SCHEDULE F —means Internal Revenue Service schedule F filed by a taxpayer pursuant to
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 Internal Revenue Code for its taxable year.

TAX ADMINISTRATOR- means the person appointed by the mayor with the confirmation
of council to administer and enforce the Municipality’s Income Tax Ordinance and to
direct the operation of the Municipality Income Tax Department or the person executing
the duties of the tax administrator.

TAXABLE INCOME — means qualifying wages paid by an employer or employers,
compensation for personal services, other income defined as taxable, and/or adjusted
federal taxable income from the operation of a business, profession, or other enterprise or
activity but NOT including net rental losses reported on schedule E or other forms where
rental activities are reported, or losses from pass-through entities that are engaged in the
renting or leasing of property, real, personal or mixed, adjusted in accordance with the
provisions of this ordinance. Net rental activity losses CAN NOT be subtracted from
wages or other business income and CAN NOT be carried forward

TAXABLE YEAR —means the corresponding tax-reporting period as prescribed for the
taxpayer under the Internal Revenue Code.

TAXING MUNICIPALITY-—means a municipality levying a tax on income earned by
nonresidents working within such municipality or on income earned by its residents,

TAXPAYER — means a person, whether an individual, partnership, association, or any
corporation or other entity, subject to a tax on income levied by a municipal corporation.

VILLAGE --means the Village of Rockford, Ohio

B. The singular shall include the plural, the masculine shall include the feminine and the neuter
and all periods set forth shall be inclusive of the first and last mentioned dates.

SECTION 3
IMPOSITION OF TAX

A. BASIS of IMPOSITION. Subiject to the provisions of Section 16 of this ordinance, an annual
tax for the purposes specified in Section 1 hereof shall be and is hereby levied on and after
January 1, 20085, at the rate of one percent per annum upon the following;

1. On all qualifying wages, commissions, and other taxable income earned or received by
residents of the Village.

2. On all qualifying wages, commissions, and other taxable income earned or received by
nonresidents for work done or services performed or rendered in the Village. Non-
resident members and employees of the Ohio general assembly including the Licutenant
governor who’s salaries and wages are paid from appropriated funds of the State of Ohio
are exempt from this tax.

3. On the portion attributable to the Village of the net profits earned by all resident
unincorporated businesses, pass-through entities, professions, or other activities, derived
from work done or services performed or rendered, and business or other activities
conducted in the Village. On the portion of the distributive share of the net profits earned
by a resident owner of a resident unincorporated business entity or pass-through entity



not attributable to the Village and not levied against such unincorporated business entity
or pass-through entity.

4, On the portion attributable to the Village of the net profits by all non-resident on
incorporated businesses, pass-through entities, professions or other activities, derived
from work done or services performed or rendered and business or other activities
conducted in the Village, whether or not such unincorporated business entity has an
office or place of business in the Village. On the portion of the distributive share of the
net profits earned by a resident owner of a nonresident unincorporated business entity or
pass-through entity not atiributable to the Village and not levied against such
unincorporated business entity or pass-through entity.

5. On the portion attributable to the Village of the net profits earned by all corporations that
are not pass-through entities from work done, or services performed or rendered and
business or other activities conducted in the Village, whether or not such corporations
have an office or place of business in the Village.

6. On all income received as gambling winnings by residents of this Village as reported on
IRS Form W2-G, Form 5754 and any other Form required by the Internal Revenue
Service that reports winnings from gambling, prizes, and lottery winnings.

7. On all income received as gambling winnings by non residents of this Village provided,
the winning ticket/wager was purchased and the winnings were received within the
Village of Rockford, Ohio, and the winnings are reported on IRS Form W2-G, Form
5754 and any other Form required by the Internal Revenue Service that reports winnings
from gambling, prizes, and lottery winnings.

B. BUSINESS BOTH IN and OUTSIDE THE MUNICIPAL BOUNDARIES. This section
does not apply to taxpayers that are subject to and required to file reports under Chapter
57435, of the Ohio Revised Code. Except as otherwise provided in division (D) of this
section, net profits from a business, or profession or other activity conducted both within
and without the boundaries of the municipal corporation shall be considered as having a
tfaxable situs in such municipal corporation for purposes of municipal income taxation in the
same proportion as the average ration of the following:

1. Muitiply the entire net profits of the business by a business apportionment percentage to
be determined by:
a. The average original cost of the real and tangible personal property owned or
used by the taxpayer in the business or profession in such municipal
corporation during the taxable period to the average original cost of all of the
real and tangible personal property owned or used by the taxpayer in the
business or profession during the same period, wherever situated,

As used in the preceding paragraph, real property shall include property rented or
leased by the taxpayer and the value of such property shall be determined by
multiplying the annual rental thereon by eight;

b. Wages, salaries, and other compensation paid during the taxable period to
persons employed in the business or profession for services performed in such
municipal corporation to wages, salaries, and other compensation paid during
the same period to persons employed in the business or profession, wherever



their services are performed, excluding compensation that is not taxable by the
municipal corporation under section 718.011 of the Ohio Revised Code.

¢. Gross receipts of the business or profession from sales made and services
performed during the taxable period in such municipal corporation to gross
receipts of the business or profession during the same period from sales and
services, wherever made or performed.

d. Adding together the percentages determined in accordance with subsections
B. 1. a., b., and c. hereof, or such of the aforesaid percentages as are applicable
to the particular taxpayer and dividing the total so obtained by the number of
percentages used in deriving such total,

.1 If no amounts are listed for any factor, then that factor is not used to
determine the number of percentages used for the denominator. A factor
may be applicable even though it may be apportioned entirely in outside the
Municipality.

2. Provided however, that in the event a just and equitable result cannot be obtained under
the formula provided for herein, the Tax Commissioner, upon application of the
taxpayer, shall have the authority to substitute other factors or methods calculated to
effect a fair and proper apportionment.

C. SALES MADE IN A MUNICIPAL CORPORATION, as used in division B. of this section,
mean:

I. All sales of tangible personal property delivered within such municipal corporation
regardless of where title passes if shipped or delivered from a stock of goods within
such municipal corporation;

2. All sales of tangible personal property delivered within such municipal corporation
regardless of where title passes even though transported from a point outside such
municipal corporation if the taxpayer is regularly engaged through its own employees
in the solicitation or promotion of sales within such municipal corporation and the
sales result from such solicitation or promotion.

3. All sales of tangible personal property shipped from a place within such municipal
corporation to purchasers outside such municipal corporation regardless of where
title passes if the taxpayer is not, through its own employees, regularly engaged in
the solicitation or promotion of sales at the place where delivery is made.

D. NET OPERATING LOSS (NOL)

1. The portion of the net operating loss sustained in any taxable year beginning on or after
January 1, 1986, apportioned to the Village may be applied against the portion of the
profit of succeeding year(s) apportioned to the Village until exhausted, but in no event
for more than five (5) taxable years immediately following the year in which the loss
occurred. No portion of a net operating loss shall be carried back against net profits of
any prior year.

2. The portion of a net operating loss sustained shall be allocated to the Village in the same
manner as provided herein for apportioning net profits to the Village,

3. Net operating loss of a taxpayer is the sum of losses reported on schedules C, schedule
F, and similar form used by a business entity and pass-through entities that are
materially participating in any trade or business activities conducted for profit. Rental



losses reported on schedule E and rental activities conduct by pass-through entities shall
not be included in the net operating loss calculation.

4. The net operating loss of a taxpayer that loses its legal identity, by any means such
as merger or consolidation, shall not be allowed as a carry forward loss deduction to the
surviving or new taxpayer.

E. CONSOLIDATED RETURNS.

1. A consolidated return may be filed by a group of corporations who are affiliated
through stock ownership if that affiliated group filed for the same tax period a
consolidated return for Federal income tax purposes pursuant to section 1501 of
the Internal Revenue Code. A consolidated return must include all companies
that are so affiliated.

2. Once a consolidated return has been filed for any taxable year, consolidated returns shall
continue to be filed in subsequent years unless the applicable requirements of the Rules
and Regulations for discontinuing the filing of consolidated returns have been met.

F. EXCLUSIONS.
The provisions this chapter shall not be construed as levying a tax upon the following:

1. Proceeds from welfare benefits, unemployment insurance benefits, social

security benefits, and gualified retirement plans as defined by the Internal
Revenue Service,

2. Proceeds of insurance, annuities, workers' compensation insurance, permanent

disability benefits, compensation for damages for personal injury and like
reimbursements, not including damages for loss of profits and wages.

3. Dues, contributions and similar payments received by charitable, religious,

educational organizations, or labor unions, trade or professional associations,
lodges and similar organizations.

4. Gains from involuntary conversion, cancellation of indebtedness, interest on

Federal obligations and income of a decedent’s estate during the period of
administration (except such income from the operation of a business).

5. Alimony.

6. Compensation for damage to property by way of insurance or otherwise.

7. Interest and dividends from intangible property.

8. Military pay or allowances of members of the Armed Forces of the United States and of

members of the reserve components, including the Ohio National Guard (ORC 718.01).

9. Income of any charitable, educational, fraternal or other type of nonprofit association or
organization enumerated in Ohio Revised Code 718.01 to the extent that such income is
derived from tax-exempt real estate, tax-exempt tangible or intangible property, or tax-
exempt activities.

10. Any association or organization falling in the category listed in the preceding paragraph
receiving income from non-exempt real estate, tangible or intangible personal property,
or business activities of a type ordinarily conducted for profit by taxpayers operating for
profit shall not be excluded.

11. In the event any association or organization receives taxable income as provided in the
preceding paragraph from real or personal property ownership or income producing
business located both within and without the corporate limits of the Municipality, it shall
calculate its income apportioned to the Municipality under the method or methods
provided above,



12. If exempt for federal income tax purposes, fellowship and scholarship grants are
excluded from Municipal income tax.

13. The rental value of a home furnished to a minister of the gospel as part of his
compensation, or the rental allowance paid to a minister of the gospel as part of his
compensation, to the extent used by him to rent or provide a home pursuant to section
107 of the Internal Revenue Code.

14. Compensation paid under section 3501.28 or 3501.36 of the Ohio Revised Code to a
person serving as a precinct official, to the extent that such compensation does not exceed
one thousand dollars ($1,000) annually. Such compensation in excess of one thousand
dollars may be subjected to taxation. The payer of such compensation is not required to
withhold Municipal tax from that compensation.

135. Compensation paid to an employee of a transit authority, regional transit authority, or a
regional transit commission created under Chapter 306 of the Ohio Revised Code for
operating a transit bus or other motor vehicle for the authority or commission in or
through the Municipality, unless the bus or vehicle is operated on a regularly scheduled
route, the operator is subject to such tax by reason of residence or domicile in the
Municipality, or the headquarters of the authority or commission is located within the
Municipality.

16. The Municipality shall not tax the compensation paid 10 a nonresident individual for
personal services performed by the individual in the Municipality on twelve (12) or fewer
days in a calendar year uniess one of the following applies:

a. The individual is an employee of another person, the principal place of business of
the individual's employer is located in another municipality in Ohio that imposes a
tax applying to compensation paid to the individual for services paid on those days;
and the individual is not liable to that other municipality for tax on the compensation
paid for such services.

b. The individual is a professional entertainer or professional athlete, the promoter of a
professional entertainment or sports event, or an employee of such promoter, all as
may be reasonably defined by the Municipality.

17. The income of a public utility, when that public utility is subject to the tax levied under
section 5727.24 or 5727.30 of the Ohio Revised Code, except a municipal corporation
may tax the following, subject to Chapter 5745 of the Ohio Revised Code:

a The income of an electric company or combined company;

b. The income of a telephone company.
As used in division (FY(17) of this section, "combined company”, "electric
company”, and "telephone company” have the same meanings as in section
5727.01 of the Ohio Revised Code.

18. Grain grown within 30 miles of this municipal corporation and delivered to a facility
designed to buy, process, and/or ship to facilities outside this municipal corporation, shall
not be treated as sales of tangible personal property within this municipal corporation.

19. Transportation of tangible personal property from a point outside the municipal
corporation through the municipal corporation and delivered to a point outside the
municipal shall not be treated as sales of personal property or as a services earned or
provided within the municipality.

20. An S corporation shareholder's distributive share of net profits of the S corporation, other
than any part of the distnbutive share of net profits that represents wages as defined in
section 3121(a) of the Internal Revenue Code or net earnings from self employment as
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