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SAMPLE - COMMUNITY REINVESTMENT AREA COMPENSATION AGREEMENT
This agreement between the   (name of municipality)    ,a municipal corporation with its offices at   (address)   ,   (name of board of education)  Board of Education, a public school district with its principal offices at    (address)    and     (name of business)    , a  (state)  corporation with its principal offices at   (address)     specifies the manner and procedure to be used pursuant Ohio Revised Code (ORC) Section 5709.82 authorizing (requiring) general compensation and income tax revenue sharing on new municipal income tax revenues relating to the   (name of business)     's Community Reinvestment Area project.  

Whereas, the Ohio Community Reinvestment Area Program, pursuant ORC Sections 3735.66 authorizes municipalities (with the consent of the board of county commissioners) to grant real property tax exemptions on eligible new investments; and

Whereas, the City of  (name of municipality) , by Ordinance No.      adopted    (date)         designated an area within the municipality as an Community Reinvestment Area;

Whereas, effective    (date)    , the Director of the Ohio Department of Development * determined the area designated by the municipality within Ordinance No.      contains the characteristics set forth in Section 3735.66 of the ORC and certified the area as an Community Reinvestment Area;

*Note that for CRAs created or amended after 9/28/2012, the verbage should read “Ohio Development Services Agency”

Whereas, the municipality provided the   (name of board of education)   and the   (name of board of education)    joint vocational school notice of the project prior to formal as required within ORC section 3735.671 (A) (1) or 5709.83;

Whereas, the municipality has acted pursuant ORC Section 3735.65 - .70 within Ordinance No.      adopted    (date)      to grant a tax exemption to    (name of business)     and entered into a formal Community Reinvestment Area Agreement on    (date)     ; and

Whereas, the   (name of municipality)   and the   (name of the board of education)   pursuant to ORC section 5709.82 elect to enter into a Revenue Sharing/Compensation Agreement  concerning the benefits relating to the aforementioned project.                                         

Now Therefore, in consideration of the foregoing and of the mutual promises, covenants and agreements hereinafter set forth the municipality and board of education agree as follows:

Section 1.  Definitions. as used in this agreement.  The following shall have the meanings set forth below:

"Annual Payment Amount" shall mean the amount paid directly by the municipality to the board of education under Section 2 of this agreement.

"Exemption Year" shall mean any calendar year in which the Project would be taxable but for the municipal authorization and finalization of an Community Reinvestment Area Agreement Ohio Revised Code Sections 3735.67 (B) & (D). 

"New Employee" shall include all employees who are first employed at the project site and who have not been subject to the   (name of municipality)   municipal income tax within the previous two years on income derived from employment from    (name of business)    prior to being employed at the project site.  "New employee" does not include any person hired to replace a person who is not a new employee.  "

"Base Employment" shall be the number of employees located at the project site immediately prior to the finalization of the Community Reinvestment Area Agreement.

"Base Payroll" shall be the annualized salary of all employees located at the project site immediately prior to the finalization of the Community Reinvestment Area Agreement.

Section 2. Amount of Municipal Payments.  During each exemption year in which 

  (name of business)    receives a real property tax benefit pursuant the Community Reinvestment Area Agreement executed by    (name of municipality)    and    (name of business)   on   (date)   , the municipality shall pay the annual payment amount to the board of education.  The annual payment amount is to equal  (amount)%  of the total annual municipal income tax revenues received by the municipality from its levy on the wages, salaries, commissions and other compensation of "new employees" located at the   (name of business)    project site as a result of the aforementioned Community Reinvestment Area Agreement.  During any exemption year in which the payroll attributed to "new employees" does not equal or exceed one million dollars, the municipality is not required to make a compensation payment to the board of education.

The base employment of   (Name of business)    employed at the project site is (No. of employees) .  Of this number,  (No. of employees)  were subject to the municipal income tax of the   (name of municipality)   prior to the execution of the Community Reinvestment Area Agreement.

The base payroll relating to all   (Name of business)     employees located at the Community Reinvestment Area project site is  $               dollars.                    

Section 3.  Timing of the Payments.  The municipality shall provide the board of education the required annual payment amount by March 31 (or other agreed upon date) of the following calendar year.  The payment will include an itemization of the municipal income tax collections attributed to "new employees" employed as a result of the Community Reinvestment Area Agreement.  Should all income tax revenue collections not be collected by March 31 (or other agreed upon date), the municipality shall make a partial payment, as well as provide an estimate of the revenues to be collected and the date payment will be finalized.  All previous year payments will be completed by June 30 (or other agreed upon date) or the municipality will make a "summary estimate" of the payment balance due and complete the payment on June 30 (or other agreed upon date).  Should the "summary estimate" vary from the final payment due, the corrective adjustment will be made upon final verifications. 

Section 4.  Annual Payment Amount Calculation Procedure.   (Name of business)    has a base payroll within the municipality prior to the Community Reinvestment Area Agreement of  $            dollars.  The business shall provide no later than February 28 (or other agreed upon date) a report documenting the number of employees and the total annual payroll for the preceding exemption year for the Community Reinvestment Area project site.  

The finance director of the municipality shall within 30 days confirm the amount reported by the business as an accurate representation of the annual payroll information submitted to the municipality for income tax purposes.  If the information is not consistent, the finance director shall notify the business, board of education and the chief executive officer of the discrepancy.  Within 30 days, the business must reconcile and/or correct the variation.

*The finance director will apply the following formula:  a. the base payroll stipulated within Section 2 will be multiplied by 1.05 ( this represents a five per cent wage increase for prior employees);  b. the result of "a" is subtracted from the final total annual payroll figure required within Section 4 above;  c. if this difference between "a" and "b" exceeds one million dollars, the  (name of municipality)'s income tax rate is to be multiplied by the difference;  d. the result of "c", the net income tax generated from the "new employees" will be divided with  (    %) allocated to the board of education and (    %) for the municipality's general revenue fund;  e. the finance director with approval of the municipal council will issue a check to the board of education in the amount specified within "d".


*Alternative to the above paragraph*
   (Name of Business)      shall provide documentation of the total number of employees working at the facility site on December 15 (or other agreed upon date) for each exemption year in which the business receives a tax incentive.  This information shall be supplied to the municipality and the board of education no later than January 15 (or other agreed upon date) of the following year.  The employment figure will by subtracted from the base employment level of (number of employees) as determined within the Community Reinvestment Area Agreement.  The net number of new employees will be multiplied by $ (agreed dollar value per employee)  and the municipal finance director will distribute to the board of education the total of this calculated annual payment amount by March 31 (or other agreed upon date).                        

Section 5.  Infrastructure Offset.  The municipality shall be entitled to an offset of up to 35% of the municipal income tax revenues generated from "new employees".  This offset will be available to the municipality in each exemption year in which income tax revenue sharing pertaining to the project is required and the municipality has incurred infrastructure costs and/or debt service on public infrastructure directly supporting the development of the project.  The offset will be applied in the following manner: once the net income tax generated from "new employees" is calculated, 35% or the total amount of infrastructure costs incurred during the prior calendar year, whichever is less, is to be subtracted prior to allocation and distribution.  The municipal finance director shall provide the board of education documentation of the infrastructure costs and a determination of the direct relationship between the infrastructure and the project.

Section 6.  Business Compensation.    (Name of business)    shall make a $ (dollars) cash payment to the   (name of the board of education)   Board of Education by March 31 of each calendar year subsequent to an exemption year in which the business received a real property tax benefit.

  (Name of business)    shall provide one student intern position during each calendar year subsequent to an exemption year in which the business received a real property tax benefit.  The internship shall be granted to a candidate determined jointly by the business and representatives of the board of education.  The internship shall be a paid position of not more than 20 hours per week.  By March 31 of each subsequent year, the business shall provide the municipality and the board of education a report of the activities of the internship candidates and an evaluation of the program.

The direct compensation listed above is to be supplied to the board of education for each exemption year in which the business receives a tax benefit from the referenced Community Reinvestment Area Agreement whether or not the municipality is required by this agreement to make an income tax payment to the board of education.                                                             

Section 7.  Maximum Income Tax Revenue Sharing Compensation.  The intent of this agreement is to lessen the impact of the real tax exemptions granted under the Community Reinvestment Area Program on the board of education.  The agreement is intended to provide partial compensation for real property tax revenues foregone by the board of education.  Should the allocation of the income tax generated from the "new employee" calculation exceed the amount of real property tax revenue the board of education would have received from the project had the new investment not received an exemption, then the sharing formula is to be modified and the board of education will receive no more than the amount of property tax revenues the project investment would have generated.

Section 8.  Amendments.  This agreement may be amended or modified by the parties, only in writing, signed by all parties to the agreement or by applicable law changes.

Section 9.  Entire Agreement.  This agreement sets forth the entire agreement and understanding between the parties as to the subject matter contained herein and merges and supersedes all prior discussions, agreements, and undertakings of every kind and nature between the parties with respect to the subject matter of this agreement.

Section 10.  Notices.  All payments, certificates, reports and notices which are required to or may be given pursuant to the provisions of this agreement shall be sent by regular mail, postage prepaid, and shall be deemed to have been given or delivered when so mailed to the following addresses:

Municipality:

(Name and Address)
 

Board of Education:
(Name and Address)

Business:

(Name and Address)

Any party may change its contact or address for receiving notices and reports by giving written notice of such change to the other parties.

Section 11.  Severability of Provisions.  The invalidity of any provision of this agreement shall not affect the other provisions of this agreement, and this agreement shall be construed in all respects as if any invalid portions were omitted.

In witness thereof, the parties have caused this Agreement to be executed as of this  (date) day of    (month and year)   .

ALL PROVISIONS INCLUDED IN THIS SAMPLE ARE OPTIONAL - THIS SAMPLE DOCUMENT IS FOR DISCUSSION AND SUGGESTION ONLY. ALL PROVISIONS MUST BE REVIEWED FOR APPLICABILITY TO A SPECIFIC REVENUE SHARING/COMPENSATION SITUATION.
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