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Tax Guidelines Pre-Pandemic



State Withholding Taxes

• Primary – Work State

• Secondary – Resident State

• Employer State Nexus

• Reciprocity



State Unemployment Taxes

• Work Location is Primary

• Working in Multiple States

− Localization of Services

− Base of Operations

− Place of Direction or Control

− State Residence



Local and/or County Taxes

• Work Location

• Resident Location

• Work and Resident Location

• Resident/Non-Resident Rates

• Multiple Taxes Possible



Current State and Local Tax 

Landscape



Beginning of Pandemic Changes

• Organizations forced to conduct business using 
different modes

• Work location changes

− Full Telecommuting

− Essential Onsite Workers Only

− Move to Hybrid

• Few immediate changes to state and local tax 
administration



Employer Work Location Differences

• Philosophy on Changes

− Voluntarily

− Involuntarily

• Reason for Changes

− Closing of Offices

− Reducing Office Size

− Changing to Alternative Office Environments

• Notification



State and Local Guideline Confusion

• Rapidly Changing 
Guidelines/Regulations

• Inconsistent Information at State 
and Local Levels

• Lack of Complete, Consistent, and 
Proper Communication



New Challenges for Employers

• New Multi-State Environments

− State Withholding

− Local Withholding

− Additional State Taxes

o Disability

o Family Leave

− Unemployment Taxes

• New Employer Taxes

− Payroll

o Workers’ Compensation

o Transit Taxes

o Local Tax Matching

− Corporate

o Income Tax

o Sales and Use Tax

o Local Assessments and Levies



Implications to State Taxes

• States Battle over Withholding Taxes

− Massachusetts/New Hampshire

• Convenience of the Employer Test

− Connecticut, Delaware, Nebraska, New York, New 
Jersey, and Pennsylvania

− Temporary – Arkansas, Massachusetts, New 
Hampshire

• Pandemic Related Nexus Establishment Holds



Implications to Local Taxes

• Ohio - Restrictions on Triggering Income Tax and Employer 
Withholding

• Pennsylvania

• Convenience of the Employer Test Variations

− Philadelphia – Nonresidents required by employer to work outside of 
Philadelphia are not subject to Wage Tax

− Wilmington, DE – Unless certified by the employer as required to 
work outside of the city limits, telecommuting employees are still 
liable for Wilmington tax.



Implications to Local Taxes
• Cincinnati, Ohio – Income Tax

• 2020 Law allowed municipalities to tax remote workers as if they still 
worked there

• Lower courts have ruled in favor of the city

• Currently under review in the OH Supreme court

• St. Louis Missouri – Earnings tax

• 2020, city stopped providing refunds for days spent working remotely

• Circuit found that employees were due a refund for the remote work 
Specific workers NOT identified as a class of workers

• Current State: Workers asked the MO supreme court to review without 
going to an appeals court first.

• 07/21 Update MO Supreme Court upheld the decision.



Future State and Local Tax 

Considerations



Implications to Local Taxes
• Alabama

• No tax withholding for residents working out of state

• Tax withholding based on the work location only Resident and non-
Residents

• Taxability based on deductions





Implications to Local Taxes
• Colorado

• Only one jurisdiction is withheld in any given month            
Determination is based on the greatest number of hours worked

• There is a matching employer amount

• No tax withholding for residents working out of state

• Tax withholding based on the work location only Resident and non-
Residents

• Taxability based on deductions





Implications to Local Taxes
• Delaware

• City of Wilmington

• Withholding for residents regardless of where they are working

• Withholding for residents working out of state

• Tax withholding based on the work location only Resident and non-
Residents

• Taxability based on deductions

• Address Coding Guide

• https://www.wilmingtonde.gov/home/showpublisheddocument/452/637036418686730000

https://www.wilmingtonde.gov/home/showpublisheddocument/452/637036418686730000


Implications to Local Taxes
• Indiana

• County of Residence withholding required for all Indiana Residents 
regardless of state or county of employment

• Tax withholding based on the work location for Non-Residents and for 
residents who live in a county that does no collect a tax

• Taxability based on deductions

• Taxation is based on the WH-4 form as of 01/01 of each year







Implications to Local Taxes
• Kentucky

• Withholding of Applicable city and county tax based on where the 
employee is working

• Tax withholding based on the work location for Non-Residents and for 
Residents 

• School District tax is only required for employees who work and reside 
in a taxing school district

• Taxability based on deductions

• 171 cities and 7 school districts and many counties





Implications to Local Taxes
• Maryland

• Withholding based on the county of residence as listed on the MW-507 
form.

• Nonresidents enter the county in which they are working

• Baltimore City if employed there

• There are unique situations for out of state workers

• Tax is collected and combined with the Maryland state taxes

• Taxability based on deductions







Implications to Local Taxes
• Michigan

• Withholding required from residents and nonresidents based on the city 
of employment

• Michigan residents whose city of residence and city of employment 
collect a withholding tax reduce the residence tax by the lessor of : Work 
tax or Resident Annualized wages x the nonresident tax rate divided by 
the number of pay periods.

• 24 cities have a withholding tax and a resident and nonresident rate

• Detroit residents working in other cities collect withholding tax for the 
work location less the resident Detroit tax amount

• Taxability based on deductions





Implications to Local Taxes
• City Income Tax Forms

• https://www.michigan.gov/taxes/iit-forms/city-income-tax-forms

• Telecommunting

https://www.michigan.gov/taxes/iit-forms/city-income-tax-forms


Implications to Local Taxes
• Missiouri

• Kansas City Earnings Tax

• Withholding on all employees, residents or nonresidents, working 
within the city limits

• Nonresidents working in the city ONLY taxed for the time worked in the 
city

• Kansas City residents have the withholding tax regardless of work 
location

• Taxability based on deductions



Implications to Local Taxes
• Missiouri

• St Louis Earnings Tax

• Withholding on all employees, residents or nonresidents, working 
within the city limits

• Nonresidents working in the city ONLY taxed for the time worked in the 
city

• Taxability based on deductions



Implications to Local Taxes
• New York

• New York City tax withholding is required from all residents of the city  
regardless of where they are working

• Nonresidents who work in the city are NOT subject to the city 
withholding

• Employees should complete Form IT-2104 to indicate how much New 
York State, New York City and Yonkers city tax withholding.

• Taxability based on deductions







Implications to Local Taxes
• Ohio

• Ohio city withholding is required from all residents and nonresidents 
based on the location of the work performed

• School District Tax withholding is based on the resident location

• Nonresidents are not required to pay school district withholding tax

• Employees are required to complete IT-4 form

• Credit the resident tax by the work tax withholding

• Taxability based on deductions





 Municipal Legislation

 https://codes.ohio.gov/ohio-revised-code/chapter-718

 RITA

 https://www.ritaohio.com/

 CCA – Central Collection Agency

 http://ccatax.ci.cleveland.oh.us/

 Columbus Income tax Division

 https://www.columbus.gov/incometaxdivision/

 Columbus Tax Jurisdiction Search

 https://crisp.columbus.gov/_/

 Ohio Dept of Taxation School District

 https://tax.ohio.gov/business/resources/employer-withholding

 CSD – City School District

 LSD – Local School Districts

 EVSD – Exempted School Districts

 CESD – Cooperative Education School Districts

 JVSD – Joint Vocational School District/VSD - Vocational School District

 School District Code

 https://codes.ohio.gov/ohio-revised-code/chapter-3311

 The Finder - Ohio

 https://thefinder.tax.ohio.gov/streamlinesalestaxweb/default_municipal.aspx

https://codes.ohio.gov/ohio-revised-code/chapter-718
https://www.ritaohio.com/
http://ccatax.ci.cleveland.oh.us/
https://www.columbus.gov/incometaxdivision/
https://crisp.columbus.gov/_/
https://tax.ohio.gov/business/resources/employer-withholding
https://codes.ohio.gov/ohio-revised-code/chapter-3311
https://thefinder.tax.ohio.gov/streamlinesalestaxweb/default_municipal.aspx


Implications to Local Taxes
• Oregon

• Withholding of the Statewide Transit Tax at the resident location is 
required for all Oregon residents working in other states

• Withholding of the Statewide Transit Tax at the work location is 
required for all Oregon residents and nonresidents working in Oregon

• Eugene Community Safety Payroll Tax

• Withholding based on the work location within the city of Eugene

• Metro Supportive Housing Services Income Tax 

• Withholding based on annualized wages earned in the Metro District

• Multnomah County Preschool for All Income Tax

• Tax based on annualized income on all county residents



Implications to Local Taxes
• Pennsylvania

• PA Act 32  Withholding based on the higher of resident and work 
location

• Philadelphia City Wage Tax Governed by the Sterling Act

• EIT and School District tax withholding on residents working in a taxing 
jurisdiction

• Taxability based on same as state income tax

• Residency Certificate required to be completed by all employees

• LST based on pay frequency





Implications to Local Taxes
• West Virginia

• Withholding tax is based on the employee work location

• 11 cities currently have a withholding tax

• 3 cities only tax non residents

• Withholding amount is based on a dollar amount per week

• Taxability based on deductions





Mobile Workforce State Income Tax 

Simplification Act of 2021

• Introduced in Congress Annually Since 
2006

• Supported by the PayrollOrg

• Establish a 30-Workday (per Calendar 
Year) Requirement Before Non-Resident 
State Withholding Begins

• Unlikely to Pass



States Creating New Legislation

• State Temporary Presence 
Legislations

− Different Presence Thresholds

− Different Exceptions to the Rules

− Some States Require Resident 
State to have Similar Guidance or 
No State Income Tax

• Utah

− 20 days threshold

− Resident State Requirement

− Athletes, Entertainers, and “Key Employees” 
Excluded, Including

o Employees making more than $130k annually

o Or 50 highest-paid employees

− Employers Without Prior Nexus Begin 
Withholding on 61st Day

− But Employees Owe Tax on Day 1



Local Tax Watch

• Locals – Legislations sunset, but changes for 
the future?

• Local Tax Revenues

− Changes due to work location



Obligations to the Payroll Professional



Obligations to the Payroll Professional

• Ensure Proper Setup of State and Local Taxes

• Complete and On-Going State Tax Requirement 
and Liability Research

• Work Location Verification and Update Initiatives

− Establish Work Location Change Requirements

− Establish Company Policy Related to Voluntary 
Changes

− Continuous Review of Employee Resident Address 
Changes



Obligations to the Payroll Professional

• Require a “Seat at the (Communication) Table”

− Establish Organizational Communication Requirements

− Work Location Changes (of any type) MUST be 
Communicated to Payroll

• Communicate Establishment of New States and 
Localities to Internal Partners

• Assist with Enforcing Organizational Guidelines 
Related to Work Location Changes



Available Resources

• APA’s Website and Publications

− Payroll Currently

− PayrollOrg Guide to State Payroll 
Laws

− PayrollOrg Guide to Local Payroll 
Taxes

− PayState Update



Available Resources

• State and Local Websites and Publications

• Payroll Tax and Regulatory Services Organizations

• Additional Educational Seminars on State and Local 
Topics

• Your Network – Make Sure to Build

• PayrollOrg Volunteer Committees

− GRTF – State and Local Topics

− SPLTF Committees



Questions
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