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SECTION 6 – INCOME TAXES

The local income tax, historically referred to as the “piggyback income tax,” was
made available to political subdivisions in an effort to relieve the pressure and reliance
on the local property tax.

Table 6.1 shows each county’s local income tax rate for Calendar Years 2005
through 2010.  The income tax has been an area of significant change in recent years, and
the basic nature and structure of the local income tax has been altered.

Prior to 1993, counties had the authority to set a local income tax rate between
20% and 50% of state tax liability.  During the 1992 Legislative Session, authority was
granted to counties by the General Assembly to raise the maximum “piggyback” income
tax rate to 60%. Eleven counties have elected to raise their rates above 50% since that
time, including Talbot County, which subsequently reduced the county income tax rate
to 40% with an offsetting increase in the property tax rate.

Beginning in CY 1999, the local income tax was “decoupled” from certain
provisions of the State income tax.  Tax reductions enacted by the General Assembly in
1997, and revised in 1999, increased the State’s personal exemption amount and
reduced the highest marginal tax rate.  The tax reductions, intended to reduce income
taxes by 10%, were phased in over a five-year period.  However, the county income tax
was “decoupled” from these changes—county taxes were calculated as though the
State tax structure had not been changed.

In 1999, the General Assembly revisited the State and local income tax structure
to seek further taxpayer simplicity and compliance.  This legislation substantially altered
the nature of the Maryland local income tax.  For tax years 1999 and beyond, the taxes
are applied as a flat percentage rate to the taxpayer’s entire Maryland taxable income.
This modification required each county’s tax rates to be restated and adjusted to reflect
the new tax format (stating the tax rate as a percent of taxable income rather than as a
percent of state taxes due).  In essence, the “piggyback” tax (a tax based on an amount
of the state tax) was abolished, and replaced with a simpler, flat-rate tax applied to all
taxable income.

Table 6.2 displays estimated yields and property tax equivalents by subdivision
for Fiscal Years 2006 through 2010. The table also reflects the increase or (decrease) in
piggyback tax revenues between Fiscal Years 2009 and 2010 for each subdivision.

Table 6.3 compares and ranks counties based upon their CY 2008 net taxable
income and per capita taxable income.  Data from 2008 is the most recently compiled data
available from the Office of the Comptroller.
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TABLE 6.1
LOCAL INCOME TAX RATES

Rates as Percentage of Maryland Taxable Income
Tax/Calendar Years 2005 Through 2010

SUBDIVISION CY 2005 CY 2006 CY 2007 CY 2008 CY 2009 CY 2010

ALLEGANY 2.93% 2.93% 2.93% 3.05% 3.05% 3.05%
ANNE ARUNDEL 2.56% 2.56% 2.56% 2.56% 2.56% 2.56%
BALTIMORE CITY 3.05% 3.05% 3.05% 3.05% 3.05% 3.05%
BALTIMORE COUNTY 2.83% 2.83% 2.83% 2.83% 2.83% 2.83%

CALVERT 2.80% 2.80% 2.80% 2.80% 2.80% 2.80%
CAROLINE 2.63% 2.63% 2.63% 2.63% 2.63% 2.63%
CARROLL 3.05% 3.05% 3.05% 3.05% 3.05% 3.05%
CECIL 2.80% 2.80% 2.80% 2.80% 2.80% 2.80%

CHARLES 2.90% 2.90% 2.90% 2.90% 2.90% 2.90%
DORCHESTER 2.62% 2.62% 2.62% 2.62% 2.62% 2.62%
FREDERICK 2.96% 2.96% 2.96% 2.96% 2.96% 2.96%
GARRETT 2.65% 2.65% 2.65% 2.65% 2.65% 2.65%

HARFORD 3.06% 3.06% 3.06% 3.06% 3.06% 3.06%
HOWARD 3.20% 3.20% 3.20% 3.20% 3.20% 3.20%
KENT 2.85% 2.85% 2.85% 2.85% 2.85% 2.85%
MONTGOMERY 3.20% 3.20% 3.20% 3.20% 3.20% 3.20%

PRINCE GEORGE'S 3.20% 3.20% 3.10% 3.10% 3.20% 3.20%
QUEEN ANNE'S 2.85% 2.85% 2.85% 2.85% 2.85% 2.85%
ST. MARY'S 3.05% 3.00% 3.00% 3.00% 3.00% 3.00%
SOMERSET 3.15% 3.15% 3.15% 3.15% 3.15% 3.15%

TALBOT 2.25% 2.25% 2.25% 2.25% 2.25% 2.25%
WASHINGTON 2.80% 2.80% 2.80% 2.80% 2.80% 2.80%
WICOMICO 3.10% 3.10% 3.10% 3.10% 3.10% 3.10%
WORCESTER 1.25% 1.25% 1.25% 1.25% 1.25% 1.25%

Source: Maryland Association of Counties, Budget and Tax Rate Survey, November 2009
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TABLE 6.3
NET AND PER CAPITA TAXABLE INCOME

CALENDAR YEAR 2008

ESTIMATED TOTAL NET PER CAPITA
SUBDIVISION POPULATION TAXABLE RANK NET TAXABLE RANK

JULY 2008 1 INCOME 2 INCOME

ALLEGANY 72,238 865,875,839 19 11,986 21
ANNE ARUNDEL 512,790 13,439,040,498 3 26,208 4
BALTIMORE CITY 636,919 7,381,747,368 6 11,590 23
BALTIMORE COUNTY 785,618 18,135,334,970 2 23,084 5

CALVERT 88,698 1,982,461,512 12 22,351 8
CAROLINE 33,138 409,206,703 20 12,349 22
CARROLL 169,353 3,618,811,431 9 21,368 9
CECIL 99,926 1,690,134,777 14 16,914 15

CHARLES 140,764 2,780,008,615 10 19,749 11
DORCHESTER 31,998 401,656,825 21 12,553 20
FREDERICK 225,721 5,186,740,457 7 22,979 6
GARRETT 29,698 396,319,123 22 13,345 19

HARFORD 240,351 5,102,341,898 8 21,229 10
HOWARD 274,995 8,813,104,613 5 32,048 2
KENT 20,151 345,378,009 23 17,139 14
MONTGOMERY 950,680 32,876,469,466 1 34,582 1

PRINCE GEORGE'S 820,852 12,724,069,846 4 15,501 16
QUEEN ANNE'S 47,091 1,070,637,968 16 22,736 7
ST. MARY'S 101,578 1,958,252,907 13 19,278 12
SOMERSET 26,119 209,885,636 24 8,036 24

TALBOT 36,215 997,801,625 17 27,552 3
WASHINGTON 145,384 2,247,552,637 11 15,459 17
WICOMICO 94,046 1,329,950,633 15 14,141 18
WORCESTER 49,274 910,200,259 18 18,472 13

TOTAL IN STATE 5,633,597 124,872,983,615 22,166
OUT OF STATE 5,032,220,377

TOTAL $129,905,203,992

1 Maryland Department of Legislative Services, September 2009
2 Comptroller of the Treasury, Revenue Administration Division,"Income Tax Summary Report, 
   Tax Year 2008"




