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EMPLOYER WITHHOLDING INSTRUCTIONS
CITY OF DETROIT INCOME TAX
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Every employer is required to withhold that has a
location in the City, or is doing business in the City,
even if it has no location in the City. An “employer” is
any individual, partnership, association, corporation,
non-profit organization, governmental body or unit or
agency or any other entity that employs one or more
persons on a salary, bonus, wage, commission or
other basis whether or not the employer is in a
business.

Example: A construction firm from Ohio is doing work
in Detroit. Even though it has no Detroit business
location, the firm is required to withhold.

An employer who has locations both in and out of the
City must withhold from all employees working in the
City, and from all Detroit resident employees working
in or out of the City. A non-profit organization in the
City is required to withhold from its employees
(although it is not engaging in business activity in the
usual sense).
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Every employer withholding Detroit City Income Tax
must register with the City. The City will provide
“Employer’s  Withholding Registration” forms.
Complete the form by entering all the required
information and mail to the Detroit Income Tax
Division. Once registered, preprinted deposit forms
will be mailed to the employer. The preprinted forms
should be used whenever possible. The City of Detroit
uses your Federal Employer Identification Number as
your account number. If you have not yet received a
Federal Employer Identification Number (FEIN), the
City will provide a temporary number to be used until
the Federal number is obtained. IN NO CASE SHOULD

AN EMPLOYER USE A NUMBER ASSIGNED TO A PRIOR
OWNER.

To close out a withholding account, submit Form D-
941 as a “Final Return.” Check the box in the lower
left corner of the form and answer the applicable
questions on the reverse side. Within 30 days after
filing a “Final Return,” a DW-3 Annual Reconciliation
must be submitted with W-2 forms or acceptable
electronic format. If a business is sold or transferred,
each employer must file a separate return. Neither
employer should report wages paid by the other
employer. If a statutory merger or consolidation

occurs, the continuing corporation will file in the same

manner as it does for Federal income tax withholding
purposes.

The Ordinance requires that the City of Detroit income tax
be withheld from all compensation (including salaries,
wages, commissions, bonuses, etc.) for services rendered
or work performed in the city by nonresidents for whom
Detroit is the predominant place of employment. Vacation
pay, holiday pay, sick pay and a bonus paid to non-
residents who perform part but not all of their work or
services in Detroit is taxable in the same ratio as their
work or services in Detroit.

Example: A nonresident employee who is subject to
withholding on 60% of earnings, because 60% of the work
is performed in Detroit, is also subject to withholding on
60% of vacation pay, holiday pay, bonus and salary or
wages paid during periods of sickness.
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Withholding does not apply to:
1) Wages paid domestic help,

2) Fees paid professionals, brokers and any other
independent contractors, who are not employees of
the payer.

3) Payment to a nonresident employee for work or
services performed in Detroit, if the predominant
place of employment is not Detroit, (see below)

4) Payment to a nonresident employee for work or
services rendered outside the city,

5) Pensions and annuities, workers’ compensation and
similar benefits,

6) Amounts paid to an employee as reimbursement for
expenses incurred on the job in performing services.

While individuals with income as described in items 1, 2,
and 3 above are not subject to withholding, the income is
taxable and the individuals are required to file an annual



return and report such income if they are Detroit residents,

or are nonresidents earning such income in Detroit.
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Employers are required to withhold from the following

employees:

1) All residents of the City of Detroit, whether or not
they work in the city.

2) All nonresidents of the City of Detroit who have
Detroit as their predominant place of employ-
ment.

An employee is anyone from whom an employer
withholds either Federal income tax or social security
tax.

The Michigan Renaissance Zone Act, Act 376 of 1996,
provides tax relief from certain taxes to qualified
residents of a Renaissance Zone. One part of the tax
relief is exemption from Detroit Income Tax liability.
Residents of a zone qualify by filing a Statement of
Eligibility with the City. After review and approval,
the City will issue a Certificate of Qualification. The
qualified taxpayer is to present the certificate to their
employer(s) to gain relief from withholding. Upon
presentation of the Certificate of Qualification, the
employers are requested to stop withholding City of
Detroit income tax as instructed by the certificate. If
you have any questions concerning the Certificate of
Qualification or eligibility, contact the Detroit Income
Tax Division at 313/224-3315.

To determine each employee’s place of residence and
predominant place of employment, you must have
each employee fill out an Employee’s Withholding
Certificate, Form DW-4. Only one Form DW-4 is
required for each employee, even though the
employee may be subject to withholding for two
cities.

Form DW-4 “Employee’s Withholding Certificate” is
used to provide information needed by the employer
to correctly withhold Detroit tax.

The place of residency for City withholding purposes is
that which is named on Form DW-4, Line 2, by the
employee. DO NOT define residency status by means
of Postal Zip Code.

When properly filled out, the Form DW-4 will give the
employee’s city of residence and the two cities or
communities in which he or she earned the greatest
percentage of compensation. Most employees will
only have one city of employment, of course, and will
circle 100% as the percentage of compensation
earned in that city. (See NONRESIDENTS -
PREDOMINANT PLACE OF EMPLOYMENT below).

The Form DW-4 is also the employee’s statement of
the number of exemptions claimed for self, spouse
and dependents. Additional exemptions are not
allowed for itemized deductions.

If an employee fails or refuses to file Form DW-4 with
the employer, the employer is required to withhold tax
at the resident rate without benefit of exemptions.

The City furnishes Form DW-4 without charge.
Employers requiring quantities too large for mailing
will be requested to pick them up at the Coleman A.
Young Municipal Center, 2 Woodward Ave. Suite 512,
Detroit.

DO NOT MAIL COMPLETED DW-4 forms to the City.
They are for the employer's use only and must be
retained.

The City of Detroit has suspended the individual tax
rate reduction that was scheduled for July 1, 2004.

Income tax rates for the calendar year 2004 and

subsequent years are as follows unless otherwise
notified:

YEAR RESIDENT NONRESIDENT

2002 2.65% 1.325%
2003 2.55% 1.275%
2004 2.50% 1.25%



The Detroit City Income Tax is a straight percentage of
compensation after an adjustment for exemptions. Each

exemption is valued at $750.00 per year. For various
pay periods, the exemption translates to the amounts in
the table below:

TABLES OF VALUES FOR ONE EXEMPTION

Bi-Monthly $125.00
Monthly 62.50
Semi-Monthly 31.25
Bi-Weekly 28.85
Weekly 14.42
Daily 2.05

The above amounts are used to adjust gross pay for
payroll withholding. The adjustment is (number of
exemptions on Form DW-4) times the exemption value.
On a weekly payroll for a wage earner with 3
exemptions, the adjustment is 3 times $14.42 = $43.26.

Example: In 2002, the gross pay is $200.00 per week
and the wage earner lives in Detroit. The amount taxed
is $200.00 minus $43.26 = $156.74. Apply the 2.65%
resident rate (.0265 times $156.74 = $4.15). Withhold
$4.15 from the employee.

The above method is applicable to all City of Detroit
withholding for regular payrolls. For bonuses or other
taxable earnings, paid in addition to the regular payroll,
do not adjust for exemptions. Withhold the correct tax
percentage from the entire additional amount.

Since software used to compute the tax will vary, it is
impossible to give an actual program. The following is a
description of the method.

1) Multiply gross earnings by the percent earned in
Detroit (100% for residents).

2) Multiply number of exemptions by the appropriate
exemption value (per table of exemption values).

Bi-Monthly $125.00
Monthly 62.50
Semi-Monthly 31.25
Bi-Weekly 28.85
Weekly 14.42
Daily 2.05

3) Subtract the result of Step 2 from the result of
Step 1.

4) - Take 2.65% of the result of Step 3 for residents.
- Take 1.325% of the result of Step 3 for non-
residents. This is the amount to be withheld (for
the year 2002).

If a nonresident of Detroit works less than 100% of a
job within the City of Detroit, the amount withheld
should be based only on income that is earned in
Detroit. If gross pay is $200.00 and only 60% of the
job is in Detroit, the gross pay for Detroit tax purposes
is 60% of $200.00, which is $120.00. In this case
compute the amount to be withheld for Detroit as if the
worker had only earned $120.00 gross pay.

Vacation pay, holiday pay, sick pay and bonus paid to
nonresidents who perform part but not all of their work
or services in Detroit is taxable in the same ratio as
their normal work.

Nonresidents of Detroit are subject to Detroit
withholding only if Detroit is their predominant place of
employment. The Ordinance defines predominant place
of employment as “that city imposing a tax under a
uniform city income tax ordinance other than the city of
residence, in which the employee estimates he will
earn the greatest percentage of his compensation from
the employer, which percentage is 25% or more.”
Therefore, Detroit is a nonresident’s predominant place
of employment if:

1) A greater percentage of compensation is earned in
Detroit than any other Michigan city with an
income tax, except the city of residence; and

2) This greatest percentage constitutes 25% or more
of total compensation paid.

An employee can have only one predominant place of
employment. If a job is located in a city in Michigan
other than Detroit, that levies income tax and a
resident of Detroit works in that other city, the
employer may withhold separately both Detroit and
that city where the job is located. The rate to be
withheld for the City of Detroit would be reduced by
the amount withheld for the city where the job is
located (the Detroit resident will still pay a total of
2.65% for the year 2002).

For telephone assistance with special problems, call
313/224-3315.

Annually registered employer accounts will be mailed
deposit forms preprinted with the name, address and
Federal Identification Number of the account as it
appears in our records. The preprinted forms should be
used whenever possible. If the preprinted date is
incorrect, line out the errors and enter the correct




information. Always be sure the correct withholding
period is entered on the deposit form.
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A monthly deposit is required for each month in which
the amount withheld exceeds $100.00. Employers
who remit monthly use Form D-501 “Employer's
Monthly Deposit” for the first and second month of
each calendar quarter. Form D-501 is never used for
the third month of any quarter. Use Form D-941
quarterly return for the third deposit.

Each employer must file Form D-941 for each calendar
quarter. Form D-941 must be filed even if no tax was
withheld or even if all tax withheld has been
previously paid on Forms D-501. Deposit any
remaining balance due of Detroit tax withheld in the
quarter with Form D-941.

Send all deposits directly to:

Department #131901
Income Tax
Treasurer, City of Detroit
P.O. Box 67000
Detroit, MI 48226-1319

Checks should be made payable to:

Treasurer, City of Detroit

Each withholding deposit is due on the last day of the
month following the calendar period withheld.

Example:

D-501 — Monthly Deposit for January is due
February 28 or (29)

D-501 — Monthly Deposit for February is due
March 31

D-941 — Quarterly Return for the 1% calendar
quarter is due April 30
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An annual report "Wage & Tax Statement” must be
prepared for each employee from whom the tax has
been withheld. The report must show the employee’s
name, address, social security number, gross earnings
and Detroit tax withheld. Reports must be submitted
to the City and a copy furnished to each employee by
the last day of February each year. Employers who
wish to combine City, State and Federal reporting into
one operation should purchase commercially available

eight part W-2 form sets. (NOTE: Six part sets will
not provide enough copies.)

Form DW-3 “Annual Reconciliation” must accompany
the “City” copies of Wage and Tax Statements. Form
DW-3 is included in the Employer's D-941/501
package. An employer who wishes to submit an
electronic file in lieu of W-2 forms must obtain prior
permission from the Director of the City of Detroit
Income Tax, 512 CAYMC, Detroit, MI 48226.

For telephone assistance with your registration and
account record, call 313/224-3332 or 224-3315.

Employer's forms for Detroit Income Tax may be
obtained from:

City of Detroit
Finance Department
Income Tax Division
Coleman A. Young Municipal Center
2 Woodward Avenue, Suite 512
Detroit, MI 48226

Additional information, return instructions and tax
forms are available on Website for City of Detroit at:
www.ci.detroit.mi.us
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Forms 313/224-3322
Account Records 313/224-3332
Other Assistance 313/224-3315

Payments must be reconciled with wage statements
each calendar year. File Form DW-3 “Annual
Reconciliation” with any additional payments on or
before the last day of February. Overpayments of tax
withheld for the year may be refunded on Form DW-3
after the calendar year is closed.

Office hours are 8:00 A.M. to 4:00 P.M. — Monday
through Friday.


http://www.ci.detroit.mi.us/
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