Zanesville City Council Meeting
Monday, October 23, 2017

Mr. Wolfe: The Treasurer is here and if he would share.

Mr. Hillis: Essentially what happened is the House put something in House Bill 49 that creates
a way for the State Tax Commissioner to get involved with administering city income taxes and
there has been a large coalition of cities and villages that have hired a law firm to file an
injunction to stop this. We believe it is a violation of the home rule amendment in the
constitution. Also the state does not have the power to administer city taxes and the interesting
way they are attempting to do it is they are telling cities that we have to put it in our tax
ordinance that we want them to do this and if we don’t they are cutting our tax by 50% which
we also deem as coercion. The gateway is voluntary and that is what the proponents in favor
of this are saying is it is voluntary, but the problem is the state is going to take half of one
percent out as a collection fee so it will cut down what we receive from businesses right now.
Also the City Income Administrator will not have the ability or authority to review returns. It will
all be done at the state level so we won’t be able to verify they are providing correct
information and we will get a list twice a year of people who paid, but not the amount they paid.
So, we will just have to assume they paid the correct amount. We won't be able to apply it to
accounts any more to say Walmart paid everything they owed, or any other business. So, it is
just not a very well created bill in the first place and it is just another attempt of the state to
come into cities and take away their powers and take some of their money.

Mr. Vincent: Do you know the push behind this? | hear accountants and CPA's talk about and
they have people who work in all sorts of different cities, all over the state, and the nightmares
they have trying to track and each city may have a different rate and how to track and pay all of
that and this is kind of the answer to help fix that. Is that an argument for this?

Mr. Hillis: It is a way to do it centrally so they will just do one return to the state, but they will
still have to account for how many employees are in each city, and what the tax rate is in each
city. So, | don't believe it is going to make it that much easier, if any easier, on the employers.
All it is going to do is provide the cities with less money and the state with another mechanism
to take money out of our pocket for doing something they don't have any authority to do in the
first place.

Mr. Vincent: Do you know if we have had any issues where this could benefit us based on
what you know about or what is projected?

Mr. Hillis: | don’t think it will benefit us in any way if this becomes law. It will take .5% right out
of our coffers straight off the top and then on top of that they have strict reporting requirements
if you don't report on a timely basis, as determined by them, they can then take 50% of your
tax away and just withhold it from you next month from the net to you. | don’t see any benefit
what-so-ever to us. As of this morning | know there were 120 municipalities that are joined in
this effort to get an injunction. | think there are going to be plenty more. They have to be in by
November 1. The reason we want in is if we stay out and they file for an injunction and the
court grants it, but just to the plaintiffs who file for the injunction they could all get the relief and
we would be stuck sitting out there. | talked with Dave (Mr. Tarbert) about the cost and it
seems pretty reasonable for our size. The law firm that is handling it knows what they are
doing as they specialize in this kind of stuff.
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Mr. Vincent: The $6,000 right now is all we expect to pay or just a starting point?

Mr. Hillis: That is what we expect to pay. They have made a schedule based on population of
municipality and that is how and we based our population between 25,000 and 50,000 so our
cost came in at $6,000. | know that Cambridge passed an Ordinance. They joined in. South
Zanesville is, Crooksville has, New Lex has, Newark has, all of the cities around Columbus
have, Cleveland has, Cincinnati is, and | believe Columbus is going to join, but | don't think
they have as of this morning.

Mr. Wolfe: This is still just the net profits tax, right, Scott?
Mr. Hillis: Just the net profits.

Mr. Wolfe: So to answer a little bit of your question Dan on whether it benefits people; again, it
is just the business return that allocates the individual returns. The problem with that, |
attended the hearings months ago at the state level as they were trying to make it mandatory
and now it is optional. So in theory, if a business wants to do it they can, but the problem that
has come up now with this is that the state with their current system is not providing the cities
with enough information to essentially let the city administer their side of the income tax return
in terms of knowing what the right amounts are. So, in theory the business only gets one audit,
but the problem from the cities stand point is we don’t have the ability to determine if that is
right or not on our end. So, it is not quite there yet at the state level. They tried to start with
mandating it and went to where they made it an option, but they didn’t put the tools in yet to let
the departments manage the city. They are still ram-rodding it through so to speak. | think that
is why this legislation is a force that can essentially try to put an end to it to say the current one
isn’t going to work for us. Come back to the drawing board, but if you are not willing to do that,
we are essentially drawing a line in the sand, saying we can't, this system is unacceptable. |
guess the other thing | was going to mention is that one of the cities, | recall one of the larger
cities up around the Cleveland areas, actually has three different ways for the cities to file.
They can file by paper, online through the Gateway, or they can file through the city on their
own. | think they said 95% of the businesses file by paper which tells me they find it is an
easier way for them to administer their program. So all of that to try to answer your question, is
there some benefit out there? Maybe some small amount for some small percentage of
people, but it doesn't offset the negatives to the city in terms of being able to manage the
income tax side on our end. So, | think that is why | am on board to go forward with this
injunction to try and get them back to the drawing board. It is not working the way it is.

Mr. Vincent: Alright, thank you, Mr. Wolfe. Thank you, Mr. Hillis, we greatly appreciate it.

Roll call vote for passage.

8 Ayes

0 Nays

1 Absent Mr. Foreman

Motion carries. Ordinance is passed.
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ORDINANCES FOR ACTION

Ordinance No. 17-99 - Introduced by Council — An Ordinance authorizing the Proper City
Official to provide funds to the Zanesville-Muskingum County Port Authority for organizational,
promotional, and operational expenses during the year 2018.

Mr. Roberts moved for second reading, seconded by Mr. Baker.

Mr. Vincent: All in favor of second reading signify by saying aye. All were in favor. None were
opposed.
Motion carries.

Ordinance No. 17-101 - Introduced by Council — An Ordinance authorizing the appropriate
City Official to waive the ordinary rental fees charged for Secrest Auditorium for the November
3, 2017 program honoring veterans.

Mr. Wolfe moved for second reading, seconded by Mr. Baker.

All in favor of second reading signify by saying aye. All were in favor. None were opposed.
Motion carries.

Ordinance No. 17-102 — Introduced by Council — An Ordinance authorizing advertising for bids
and entering into contract for Public Employee Bond Coverage.

Mr. Roberts moved for second reading, seconded by Mr. Wolfe.

All in favor of second reading signify by saying aye. All were in favor. None were opposed.
Motion carries.

Ordinance No. 17-104 — Introduced by Council — An Ordinance authorizing the Proper City
Official to provide funds to South East Area Transit for the year 2018.

Mrs. Osborn moved for second reading, seconded by Mrs. Gentry.

Mr. Vincent: We do have a special guest here tonight, Director of South East Area Transit
(S.E.A.T.). Thank you for coming back, Mr. Stewart, for your annual report to update Council.
We greatly appreciate it. We look forward to hearing about the good things going on at
S.EAT.

Mr. Stewart: | will pass around our annual ridership for 2016 and 2017. You can see we move

a lot of people to different places. The wheels on the bus go around; we stay busy. So, we are
averaging about 400 people a day. Last year we were at 433 for clients. | don't want to say, we
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