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HOW TO SET UP A LOCAL INCOME TAX Question 
 

 
 
 

PLEASE REFER TO THE STEPS BELOW: Answer 
 

 This tutorial is for information purposes only. It is your responsibility to make sure the payroll setup is 
correct. Consult your accountant or tax advisor if you are unsure how a certain payroll item or your 
payroll in general should be set up. 
 
Make sure you are in the correct company.  
 
1. Click Tax Categories 
2. Click Add  

 

 
 
 
 

Note: There is a “place holder” 
listed for Local Income Tax. This 
built in tax category cannot be 
edited, a new tax category needs 
to be created for the correct 
Local Tax. 
 

Click Add 2 

Click Tax Categories 1 
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3. Carefully read the alert information 
4. Click I understand 
 

 
 
5. Enter the information for your custom local income tax category 
6. Click OK 
 

 

Enter the Title for your custom local 
income tax category. 

Select the calculation method  

Enter the Quarterly rates or Amount (will 
change dependent upon which calculation 
method is selected) 

Enter Wagebase, if applicable. 

Enter the Max Amount per Check, if 
applicable. 

Select Paid by: Employee or Employer 

Place a checkmark in one of the W-2 
Options, if applicable 

 

Carefully read the alert 3 

Click I understand 4 

Enter information 5 

Click OK 6 
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7. The new tax created is now added to the list of taxes available in the company 
 

 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

New tax created 7 
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Now you will need to apply the tax to your applicable employees 
 
8. Click Employees  
9. Select an employee from the list of employee’s names 
10. Click Edit 
 
 
 

 
 
11. Welcome to the New Employee Wizard dialog will open, click Next  
 

 
 

Click Edit 10 

Click Employees 8 

Select an employee 9 

Click Next 11 
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Continue to click Next, until you reach the Taxes screen 
 
12. Uncheck the built in Local Income Tax category 
13. Check the box of the new income tax that was created 
14. Click Next 
 

 
 
 
Continue to click Next, until you reach the Finish screen 
 
15. Click Finish 

 

 
 
Repeat steps 9-15 for each applicable employee 

 

Note: If the new tax does not 
show in the list for this 
employee and the employee is 
set up with a custom income 
category, the custom income 
will need to be edited to add 
this new tax.  
 
See How to Edit an Income 
Category tutorial.  

Check the new income tax 13 

Uncheck Local Income Tax 12 

Click Next 14 

Click Finish 15 
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