FINANCE COMMITTEE MEETING
held September 21, 2015
7:00 p.m. Small Conference Room

Present: Councilman Dwight Clark, Chair
Councilman Tom Henderson
Councilman Dave Tadych

Also Present: Finance Director Mahoney

Audience: Richard Fink, Marty Mace

Mr. Clark opened the meeting at 7:00 p.m. Mr. Clark thanked everyone for their attendance.

House Bill No. 5

Finance Director Mahoney reviewed her memorandum to the Mayor and Members of Council
dated September 18, 2015 regarding House Bill No. 5, the purpose of which was to try to create
a uniform tax code across the State of Ohio. The Ohio General Assembly passed Ohio Revised
Code 718 to address the changes that need to be implemented due to the passage of House Bill 5.
The City needs to adopt a new income tax ordinance by November 15, with an effective date of
January 1, 2016. The Regional Income Tax Agency (RITA) has put together a model income tax
ordinance. Mrs. Mahoney has completed the review and changed what is allowable to conform
to the current ordinance that the City of Bay Village has in place. The memorandum outlines as
follows the differences in the existing City of Bay Village ordinance and the new state
requirements:

5 Year Loss Carry Forward
City currently allows for 5 year loss carryforward. Will be to our advantage in 2018-2022 where only
50% of the losses will be allowed to be taken. In 2023 and thereafter 100% will be allowed.

Gambling Proceeds
City previously exempted gambling proceeds. Beginning in 2016 they will be taxable per ORC 718.01

B)D.

Allocation of Income Tax
Section 181.01 allows for allocation of income tax as decided by Council. Mrs. Mahoney has entered the
current allocation. Unless Council wishes to change in the future no annual ordinances will be necessary.

Tax Payments by Employers

It will be required by employers to submit monthly withholdings if in the preceding year more than
$2,399 was withheld, or if in any month of the preceding quarter was greater than $200. Submissions
must be made by the 15" of the following month (this is a change from the 30" of the following month).
The fine under 181.18(C)(2)(b) is $25 per month up to $150. RITA will be notifying employers of this
change. Mr. Clark asked if this is per employee, or in total. Mrs. Mahoney stated that this is in total. This
is a higher threshold than the current ordinance. There is no discretion on the dates. Mr. Henderson
asked if this will require employers in Bay Village who employ people who are non-residents to withhold
those residents income tax attributable to Bay Village. Mrs. Mahoney stated that they are required to
withhold income tax attributable to Bay Village.
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Due Date of Return

The date returns are due as prescribed under 181.05(G)(1) is the “date prescribed for the filing of state
individual income tax returns”. This would commonly be April 15. Current City ordinance denotes April
30.

Estimated Payments
Estimated payments will only be required if the liability is $200 or greater. The due dates will be 4/15,
6/15, 9/15 and 12/15.

Interest Rate Assessed on Unpaid Taxes
Interest rate will be determined by the federal short term rate + 5%. This rate will be published annually
by October 31.

Board of Review
Section 181.21 describes the compilation and the rules for the Board of Review:

The Board of Tax Review shall consist of three members. Two members shall be appointed by the
legislative authority of the City, but such appointees may not be employees, elected officials, or
contractors with the City at any time during their term or in the five years immediately preceding the date
of appointment. One member shall be appointed by the Mayor of the City. This member may be an
employee of the City, but may not be the director of finance or equivalent officer, or the Tax
Administrator or other similar official or an employee directly involved in municipal tax matters, or any
direct subordinate thereof.

The term for members of the Board of Tax Review of the City shall be two years. There is no
limit on the number of terms that a member may serve if the member is reappointed by the
legislative authority. The board member appointed by the Mayor of the City shall serve at the
discretion of the administrative official.

Tenant Listing as Provided by Property Owners

As provided in 181.23 the City may require property owners to submit to the City a listing of their tenants
as of December 31 of the preceding year:

All property owners of real property located in the City, who rent or otherwise lease the same, or any part
thereof, to any person for residential dwelling purposes, including apartments, rooms and other rental
accommodations, during any calendar year, or part thereof, commencing with the effective date of this
section, shall file with the Tax Administrator on or before the January 31 first following such calendar
year a written report disclosing the name, address and also telephone number, if available, of each tenant
known to have occupied on December 31 during such calendar year such apartment, room or other
residential dwelling rental property.

Mrs. Mahoney commented that she thinks it is a good idea to require a tenant list be turned into
the City every year. The list would then be forwarded to RITA.

Mr. Henderson asked if the taxation of gambling proceeds is required by Ohio law, or optional.
Mr. Tadych asked if there is a limitation on the amount of gambling proceeds for taxation
purposes. Mrs. Mahoney stated that a Form 1099 is not given to the recipient of gambling
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proceeds unless the amount is over $600. Mr. Tadych asked what the Ohio Revised Code
specifically states. Mr. Henderson stated that when he read the Code he did not believe there
was a threshold. He noted that there is always a distinction between ethical self-reporting and
Form 1099 because the government will inform you that you did not credit income. On Section
16 (d) it also mentions winnings from games of chance, prizes, and awards. There is a
possibility that this may capture things like 50/50 raffles or perhaps even tax on prizes from the
Fireworks Fund.

Mrs. Mahoney noted that gambling losses can only be deducted by professional gamblers.
Section 16(d) states specifically in regard to taxable income: “Lottery, sweepstakes, gambling
and sports winnings, winnings from games of chance, and prizes and awards. If the taxpayer is a
professional gambler for federal income tax purposes, the taxpayer may deduct related wagering
losses and expenses to the extent authorized under the Internal “Revenue Code and claimed
against such winnings.”

Mr. Tadych noted that when the ordinance is presented for reading the answers to these questions
must be available for the public.

Mr. Clark stated that any questions concerning Mrs. Mahoney’s report regarding the Ohio Code
and the new rules which apply to the City of Bay Village ordinance be forwarded to Mrs.
Mahoney.

Mr. Tadych asked if any of the taxation revenue could be billeted to a certain fund. Mrs.
Mahoney stated that it would be her recommendation to discontinue the practice of allocating
certain portions of the Municipal Income Tax Fund to various funds. Mrs. Mahoney suggested
placing all receipts in the General Fund and transferring as necessary.

Mr. Tadych stated that the problem is the money will vary from year to year. There is no way
that RITA is going to strip out certain revenue for certain funds. Mr. Tadych stated that it would
be nice if we could split that new taxation money to a certain cause. Mr. Clark stated that the
City can’t enforce unreported income of individuals that gamble.

Mr. Henderson stated that he understands the point of House Bill 5 to standardize things
throughout the state, but it would be a good thing for the Finance Committee to understand if
there is discretion on the taxation of gambling proceeds, the income of people under the age of
18, and any other things on which the City may have discretion on under House Bill 5, and what
the City does not have discretion on under House Bill 5. That would be a helpful piece of
knowledge.

Mrs. Mahoney stated that the Law Director has received the information and rewritten ordinance
on Monday, September 14 for his review. Mrs. Mahoney has also forwarded informational
webinars to Mr. Ebert, and has participated in those as well.

Mr. Clark stated that most specific to the Finance Committee is the allocation of receipts

between the General Fund and Accrued Benefits Fund. Mr. Clark will appreciate Mrs.
Mahoney’s thoughts on that going forward. The existing ordinance allocating the Municipal

3
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Income Tax Funds to 98% in the General Fund, and 2% in the Accrued Benefits Fund has a
sunset provision at the end of the year. If not renewed, the allocation will return to Codified
Ordinance 186 which allocates the funds to 94% in the General Fund, 2% in the Accrued
Benefits Fund, and 4% in the Equipment Replacement Fund.

Mr. Tadych stated that he prefers continuing the allocation as renewed, or going back to the
previous allocation. Mr. Clark noted that information from Mrs. Mahoney concerning where we
think Accrued Benefits are going to be range-wise going forward the next three or four years will
be helpful as we work toward approving the new ordinance.

Mr. Henderson asked why Accrued Benefits are treated differently than any other transfers to
other funds. Mrs. Mahoney stated that it has been done historically, but it is not necessary to
continue the practice. Mr. Clark stated that the former Finance Director used the practice as a
way of providing resources to self-fund the Equipment Replacement Fund, and knowing that it is
necessary to provide money in the Accrued Benefits Fund for people who were retiring long-
term employees. It has been a practice that has worked well for the City. If the anticipated need
in Accrued Benefits is not sizeable, Mr. Clark would be in favor of putting all revenue into the
General Fund and transferring as necessary. Mrs. Mahoney agreed, noting that you always have
the discretion of not doing a transfer. Even if a transfer is appropriated, she is not required to do
so if the money is not needed in the fund to which the transfer is authorized. Mr. Clark noted
that the current staffing of the City has diminished and is also a younger complement than
previously. Mr. Tadych expressed favor with the percentage allocations.

The new City of Bay Village Municipal Income Tax Ordinance will be presented to Council on
October 5, October 19, and for third reading and adoption on November 2, 2015. Comments
should be sent to Mrs. Mahoney by the members of the Finance Committee by the middle of the
week of September 21, 2015.

Regarding the Income Tax Board of Review, Mr. Clark suggested having in place the names of
the individuals that will serve on the Board of Review prior to passage of the ordinance. Council
will appoint two members; Mayor Sutherland will appoint one member. Mr. Henderson asked if
there will be requirements established for those who will serve, such as being a Certified Public
Accountant. Mr. Clark stated that if we did establish requirements, it would not have to be in the
ordinance.

Mrs. Mahoney will include information in the last quarter sewer bill regarding the changes in the
Municipal Income Tax ordinance. RITA will be sending information to employers who withhold
municipal income tax that the date to send in their monthly withholding payments will be the
15" of the following month, rather than the 30" of the month, or be subject to penalty. Mr. Clark
asked if RITA would have a public information officer that might come to a Council meeting in
the future to address Council and the public. Mrs. Mahoney will check. Mr. Clark suggested
that information also be included on the City’s website.

Review of August Financial Reports
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Mrs. Mahoney noted that the City is behind on Municipal Income Tax collections more so than
indicated on the report because she has been notified by RITA that ADP put a large deposit in
July that normally is not received until August. August receipts, therefor, will be higher and
September receipts, consequently, will be lower.

The General Fund has had a good year. Health Care costs are skyrocketing. With the third-party
administrator contract coming up at the end of February 2016, we are going to need to talk about
what changes needed to the City’s Health Care plan.

Mrs. Mahoney noted that at this point the Insurance Fund is up $95,000 due to over-estimate by
Medical Mutual of claims for the year. Mr. Clark noted that Medical Mutual originally
estimated $1.4 million and we changed that to $1.2 million when we approved the budget. Mrs.
Mahoney stated that the Human Resource Director and she are looking at different providers and
will submit suggestions.

Mr. Clark stated that he and Finance Director Mahoney have discussed putting a first draft of the
2016 budget together by mid-October. Salaries, health care costs, and the new trash collection
contract costs will not be ready for the first round of budget discussions. Mr. Tadych stated he
would like to see the new trash collection contract amount before the budget is finalized. Mr.
Clark commented on the importance of prioritizing capital items in next year’s budget.

There being no further discussion, the meeting adjourned at 7:30 p.m.

Dwight Clark, Chairman Joan T. Kemper, Secretary



