
To:   County Finance Officers 
 
From:  Comptroller of Maryland 
 
Subject: November Distribution of Local Income Tax 
 
 
 The November distribution of county income tax revenues totals 
$1.272 billion, a 6.0% decrease from 2013.  This distribution (Table 2A) reflects 
tax year 2014 third quarter withholding and estimated payments (and late second 
quarter withholding) for tax year 2014, and the November adjusted final 
distribution (the fourth reconciling distribution for tax year 2013).  While the 
ongoing revenues posted relatively strong growth, the reconciling distribution in 
entirely responsible for the aggregate decrease. It will be paid on November 25. 
 
 Table 3 shows the adjusted final distribution, which totals 
$334.4 million, a 27.8% decline.  This distribution accounts for the returns 
filed through the October 15 filing extension; these returns typically show 
disproportionately high levels of income.  As is typical with reconciling 
distributions, growth varies widely across the counties.  Atypical is the 
magnitude of the decline, particularly that of Montgomery which accounts for 53% 
of the decrease.  
 
 Of course, it seems that the significant decrease for the reconciling 
distribution is directly attributable to the fiscal cliff.  
While we do not yet have income specific data, it is widely recognized that 
income was pulled forward into tax year 2012.  While all forms of income may have 
been impacted, capital gains, dividends, and pass through income seem the most 
likely to have been affected.  The impact of the income shifting seems evident in 
preliminary data as compiled by the Bureau of Revenue Estimates; the number of 
resident millionaires (defined by Net Taxable Income, NTI) fell from 6,374 for 
tax year 2012 to 5,472, a 14.2% decrease.  Additionally, average NTI for 2013 
millionaires decreased 9.5%.  There were some gains in lesser NTI classes, 
especially those between $100K and less than a million dollars – likely the 
classification where many of 2012’s millionaires shifted. 
 
 For outlook purposes, the fiscal cliff will continue to play a role.  It 
seems very unlikely that Montgomery’s performance will not recover for tax year 
2014 (Montgomery lead the total local liability decline for tax year 2013, see 
Table 5).  Counties with greater concentrations of wealthy taxpayers are far more 
likely to experience higher levels of volatility, though the general outlook for 
wealthier taxpayers is typically stronger than average.  One question that is 
unanswered, but is critical to the outlook for counties that benefited from the 
fiscal cliff in tax year 2012; for how many future years will tax year 
collections be affected.  It seems logical to assume that most of the affected 
income was pulled forward from tax year 2013, but undoubtedly other future years 
were affected, the question is to what 
degree.          
 
Table 2A shows the third quarter distribution of $937.3 million, growth of 5.4%.  
Table 2 illustrates that the underlying growth was slightly better than the 
growth rate for this component of the distribution, though the shares for the 



unallocated and refund reserves increased slightly.  Withholding growth of 4.9% 
is a welcome change and, if reported employment statistics are somewhat accurate, 
may indicate that average wages are improving.  However, do remember that last 
year’s third quarter included a negative impact from the DOD’s furlough program 
(the entire growth rate cannot be attributed to economic conditions).  Estimated 
payments continue to show strong growth, perhaps somewhat indicative of a tax 
year 2014 rebound for Maryland’s wealthy. 
  
  
 If you have any questions about the November 25 distribution, please 
contact Jim Pasko of the Revenue Administration Division at (410) 
260-7521 or Jason Brohawn at (410) 260-6159. 
 


