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""' than twice .. many.,.,,­
land busine:9!Ies will be dect­
ed by (kw. _ O'Malley's
..__Income tax

increase than by his proposed
oorporale tax hike, according to !Cate tax data

In the most recent fiscaJ year, 74,229 com­
praroe, filed axporate inccme tax ret:lJIm with
the romptroIIer's~wtWe 157,496 med adif­
ferent type of return which show@d that their
~ had been pa!H!d Uwougtl to owners or
3C3kehokJers - and would be subject to the
~ income tax.

Some blL'riness owners and leaders are
~ about wha1 thry will pay if the in­
0"e8!M! to the penonal income tu,~
two~ ago by Gov. O'Ma1le)', is J*I'ed.
Thegoyemorha!saidthemea!lUl'el!lareneed­

ed 10 help ......""""""" $l7 bOIlon bul!(I«
~ and he is pre!ISing for a special~.
IiYe session nen month to addreI8 the iaJue.

WWiam A Clark, president~ca.n&1M
and Seniee, a hardvtwe supplier In Darling­
ton, estimated that h.e would pay between
$4,000 and $7,(XXI in addiI:iooal taxes per year
lllder the new incorne tax code. His bl.mine:ls
does about S2 miJllon annuaUy in gross sales, he.....

-It'sa.!lUbstantial arnountof morM')',~ Clark
said 1lIls is just another nail in the corm to
push me toWard Delaware.~ He said he already
has a SUCC\'SI!lf'uI stonge bu<iine9s then:.

Clark, a seventh-generalion Marylander
who I epeseslled Harford CowqIn the I-iotet
d. D!IfogIIes rnm 1982 to UIIO.aRepubticwt
8fld tlrter a '[)enoa..5lIid he doeB not...to
move his business. wttich h.1s pandfather
founded in 1945.

Marytand's personal income tD: nee is em­
eraDy comparab&e to tho8e 01 surrounding
sutes, but it can be more expensive to Ne
here becaa'Je local jwi9dictioll! kM' their own
income taxes, said DonakI Hull, executive ill­
recto<ol .............. SodetJofAoroun­
tanto.

GOVERNMENT

Ataxing matter for business
Personal income tax hike would hit morefirms than corpomte tax

~Are we competitive with SWTOunding
slateS on the state Inoome tax'?y~ we are,~ he
said. "If you add the state and county tax., no,
we are not..~
SEE TAXES PAGE SA

Many businesges, espedalty 1ho8e that are largely owned
by one person or by a small group, opt to be taxed as "'pa.<&
through entitni." Aoommon form B the S COIpoIation, aC8lr
egorywhlch _llmlt<dI_ly~and......-

This fonnat is becoming more common in Mazyiand
and acrot!l9 the countJy, ac;c:ording to state and federal tu.....

Andrew Bareham,.__....~ linn

GI"OM Mendeleoha in Baltimore, said the S COIpontion
strue:ture aIJooNs COII(JQnies and their owners to aYOid "ck»
~ taDdon,.. which is common with da8c C c0rpora-

tions. .
- A finn operating IL'!!II a Coorporation pays corpca:ce.in­
~ tax on its earning! and itsowners PIll penonaI taus
mdMdends.

Bareham said a change to the inI:ome tax rode will not
alia" the benefits of~~ as an S co:poraOoIl, tu itwill
likely raise the CO!It ordoing business.

•• doo't think thi!I tax increa!Ie isPl8 to change the It»­
901\ wt\)' you're an S (corporation),. he said. "It'sjU9tgoing
to make it more expeMiYe...

Anirban Basu, chainnan and CEO of the BaltimQre­
_ COMU1ting linn Sage Poll", G..."p Inc., ple(ticWd

that. small fbms will feel more of the income tax increase
Ulan larger" businesges.

He agreed that the Il\come tax change is not likelY to
steerpeople awa,y rrom lhat type olbusine9s.strueture, but
he said It could altIf' their dedsion.1 aboot where to locate
their busines6.

"The SaxporaDon. (or mosl doseiy held busIne!IJee" is
the I1'K& sensible way to go becatse )'Oll don't haw: double_............

Michael J<ostinoJk;y, who OWM the restaurant Sorreato
otArbutu, Slid his business - also an S oorpocadon­
would feel tM income tax ina(Jl9C. He also said marl)' bu.oIi­
nefII: awnl!IS might.not re&I:t:le tow the~ ... J83OO3I~
(X)I'nr tax could el[ed. them.

"We're an so engl'08Iged inju:9t tJying to make our buS­
nesses grow,~ he Slid ~sunf"00lI\3le, hut you gelID In.
~ injuolt your own businels that)OJ say, 'eh, it's;.s.~

"""" tax."
Maryland reSdenlS are taxed al2 percent. on their ftJa
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$1,1:00 ofannual1nrome, 3 pereem. on their nexs.Sl,COO, 4
percent on the next $1,COO, and •.15 pen:ent. on am1hing
more then that. .... . ..

The ptC:lp09E!d system. for singie filers. would have the'
same aiteria (or the 2 pen:ent and 3 percent bradcets. Then
it would tax the next$13,(0) at 4 percent, the next $136,1XXI
at 4.76 percent. the next $360,(0) al6 percent, and 6.5 per­
amabme that. The Ihre:shold9 would be highes" for married

'""'"-
The plan, which CYMalIey has said also reduces income

taxeJ ftrffilR\Y filers, is expected to lrocax revenue ferthe
state by $100 million annually by 2012.

In.recent_...,....,... by ........_led by
the MaryIaad CIwnber of Conlmerc:e, Ernst &: Youq:
UP calculated that busine9Jes would pa,y up to 33 percent
01 an tncome tax change that added a 6percent top brack·
et.. The repJrt also found thai, by rot2- such an increase
coWd cost the state up to 15.6jobs for-every million dollars
that the cIIange wooId rai<oe,
see TAXES PAGE SA

Karen SyJyIo, a CPA and tax 00IN1Itan1 to the dwnber, said the
govemor's plan wouJd likely have a wider errect on business than
tJwoe prqjectlons.

~HaIfofthe increases are going to be paid by small busine::!6es,•

she said ~Butonb' 5 perrentofthe decreases will go to snalJ busi-

"""',"
O'Malley has also proposed to raise the corporate income tax

rate from 7 pen::ent to 8 percent, which he says will raise $126 mil­
00n by a)12. The Ernst & Yomg report: said thai. inae::rIe would be
borne cornpletcly by~ and could 00Sl17.5jobs per $1 mil·
lion faised . • • . - .. .

DooaJd C. Fry. president and CEO ol the Grra'CT BeWrnpre
Cmpmittre said businesses appear to be bearing much ofthe im­
pact of the 0'Ma1Iey plan, but he noted that thing!! could dwlge as
the governor and legislature try to worir: out a final plan.

"For that reaDl. I think, IBlfCll't1D'laU!b'. thal a 1lX 0( thWJ certDnIy
does fall on business,• he said.
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