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SUMMARY

®  Eliminates the requirement for the Development Services Agency (DSA) to approve a
proposed community reinvestment area (CRA).

®  Requires DSA to prescribe a model CRA exemption agreement between owners of a
commercial or industrial project and local authorities, and the terms of such an
agreement.

® |ncreases, from 50% to 75%, the percentage of a proposed CRA exemption for a
commercial or industrial project that requires obtaining permission from a school
district encompassing the project.

®  Removes the requirement that municipalities share municipal income tax revenue
generated by new employees at a large CRA commercial or industrial project with the
school district encompassing that project.

®  Reduces, from five to two years, the amount of time required to transpire between the
discontinuation of a CRA commercial or industrial project, and when the project’s owner
may obtain an enterprise zone tax exemption or another CRA exemption.

®  Removes the requirement that the owner of a CRA commercial or industrial project
notify the local authority in advance of relocating the site of the project to another local
authority’s CRA.

®  Modifies the recipients of and the information appearing in a required annual report
issued by local authorities detailing CRA commercial and industrial projects.

®  Eliminates fees paid by CRA commercial and industrial project owners to the local
authority and DSA to cover the cost of administering such projects.

®  Requires DSA to publish on its website the locations of each CRA, as well as all
commercial and industrial project exemption agreements.
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DETAILED ANALYSIS

Overview

Continuing law allows a county or municipality (referred to as a “local authority” for the
purpose of this analysis) to designate community reinvestment areas (CRAs) where residential,
commercial, or industrial development projects may be exempted from property tax for a
certain amount of time. First enacted 50 years ago,! this economic development program was
significantly updated in 1994, in S.B. 19 of the 120" General Assembly, which set forth much of
the current CRA law governing most CRAs today. However, some existing CRAs continue to be
governed by law enacted prior to S.B. 19 under an ongoing grandfathering provision.

This bill modifies, as follows, the law governing CRAs, and the terms under which
property may be exempted in such areas. In some cases, these changes restore the guidelines
that govern grandfathered pre-S.B. 19 CRAs.

State approval of CRAs

The bill eliminates the requirement that the Director of Development Services (DSA)
approve the creation of a CRA proposed by a local authority. Under continuing law, before
designating a CRA, a local authority is required first to “survey” any housing located within an
area where a new CRA was being proposed, and then to adopt a resolution finding that the
proposed area is one in which housing is located, but that new housing, or the repair of existing
housing stock, is discouraged. Then the local authority must send this resolution and a map of
the proposed CRA to the Director of DSA to confirm these findings, and, under current law, no
CRA exemption may be granted until the Director does so. In contrast, pre-S.B. 19 CRA law
required only that the local authority send a copy of the resolution and map of the CRA to DSA,
and no DSA approval was required.

The bill eliminates the requirement that DSA approve the creation of a new CRA,
essentially reviving pre-S.B. 19 CRA law under which a local authority must send DSA a copy of
the resolution and map of the CRA area, but is not required to obtain its approval.?

Exemption agreements for commercial/industrial property

CRA exemptions may apply to remodeling of at least $2,500 for single- and double-
family housing; remodeling of at least $5,000 for multifamily housing or commercial or
industrial structures; and new construction of residential, commercial, and industrial structures.
Under continuing law, CRA exemption procedures differ depending upon whether the
exemption is sought for residential projects or commercial and industrial projects. Specifically,
the percentage of the exemption for residential property, up to 100%, must be uniform and
specified in the resolution designating the CRA. But an exemption percentage for commercial or

1 H.B. 754 of the 108™ General Assembly.
2 R.C. 3735.66.
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industrial property may vary and is set in accordance with a formal agreement entered into
between the local authority and the property owner. While residential property owners are
able to obtain an exemption from an officer designated by the local authority called the housing
officer, commercial and industrial property owners are required first to enter into this formal
exemption agreement.

Current law prescribes the specific terms that must be included in these agreements,
which include, for example, not only a description of the project and its owner, but also terms
related to enforcement of the agreement, the duties of each party, and the economic
development metrics imposed on the project’s owner. Instead of requiring the inclusion of
these specific terms in every agreement, the bill authorizes DSA to create, by rule, a model
agreement and the terms of such an agreement. Although DSA may include any terms it
considers necessary, the model agreement must at least include the following terms, many of
which are required to be included in each agreement in some form under current law:

® A description of the exempted property and the property’s owner.
"  The exemption percentage and the period for which the exemption is granted.

® A requirement that the owner pay any unexempted property taxes and that the
agreement be rescinded if the owner does not. Current law imposes a similar
requirement.

® A requirement that the owner, at the time the agreement is executed, not owe any
delinquent property or state taxes. Current law imposes a similar requirement.

® A prohibition on transferring the agreement to a new owner without the local
authority’s approval. Current law imposes a similar prohibition.

®  Arequirement that the owner provide the property tax incentive review council — a local
body charged with reviewing locally granted economic tax exemptions such as CRAs —
with any information it requires to evaluate the applicant’s agreement compliance.
Current law imposes a similar requirement.

® A description of the circumstances under which an agreement may be revoked by the
local authority for noncompliance and the manner for recovering already-received
benefits. Similar information is required to be included under current law.

Several terms of that must be included in each agreement under current law, including
those related to economic development metrics, duties of the local authority, and enforcement
of the agreement, are not required to be included in the model agreement. A particular
agreement may, however, contain additional terms as long as they do not conflict with DSA’s
model terms or other CRA law. Once DSA prescribes the model agreement, it may only alter its
contents through the rulemaking process.3

3 R.C. 3735.671(A) and (B).
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School board approval

The bill increases the percentage of a CRA commercial or industrial project that may be
exempted from taxation without obtaining the approval of the board of the school district that
encompasses the CRA. Under current law, if an agreement granting CRA exemption to a
commercial or industrial project proposes to exempt more than 50% of the project’s value, the
agreement must first be approved by the board of education of the school district in which the
project would be located. However, no permission is required if the board adopts a resolution
waiving its right to approve such agreements or if the district is compensated by the local
authority or the project owner in an amount that would hold the district harmless for excess
revenue forgone as a result of the exemption percentage equaling or exceeding that 50%
threshold.

The bill increases the threshold exemption percentage that triggers the requirement of
school board approval from 50% to 75%. Permission continues to not be required if the board
of education adopts a resolution waiving its rights to approve such an exemption. In addition,
approval is not required if the agreement holds the district harmless for excess revenue it
forgoes as a result of the exemption percentage exceeding that 75% threshold.*

School district compensation

The bill discontinues a requirement that a municipality provide compensation to the
school district if it grants a CRA exemption that would result in the intake of $1 million or more
in municipal income tax in any year from the income of new employees involved with the
project. This compensation, which is required only if the municipality is unable to negotiate a
voluntary compensation agreement with the school board, equals 50% of the amount of such
taxes generated annually.>

Project discontinuation or relocation

The bill modifies the consequences if a commercial or industrial project discontinues or
relocates its operations in a CRA before the CRA exemption term ends. Under current law, if the
owner of a commercial or industrial project subject to a CRA exemption discontinues its
operation before the end of the CRA’s term, that owner, as well as any of its successors or
related entities, are ineligible to receive another CRA exemption or an enterprise zone
exemption for five years following that discontinuance. The bill reduces the amount of time
required to transpire between the discontinuation of a project and when that party may qualify
for another CRA exemption or enterprise zone exemption from five to two years.® An enterprise
zone exemption, similar to a CRA exemption, is a property tax exemption granted by local

4R.C. 3735.671(A), 3735.67(A).
> R.C. 5809.82(C) and (D).
6 R.C. 3735.671(E).
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authorities to commercial and industrial projects that locate in certain areas.” No such penalty
was imposed under pre-S.B. 19 CRA law.

If, instead of discontinuing its operations before the end of the CRA term, the project
relocates into another CRA and seeks another CRA exemption, current law requires, in certain
cases, the project’s owner to notify DSA and the local authority from whose CRA the project is
relocating. This notice is required only if the relocation causes a net job loss or complete
shutdown of operations in the state. If no such notification is given, then the project may not
qualify for a CRA exemption from the local authority to where it relocates. The bill no longer
requires this notice if a project relocates to another CRA.2 No notice was required pursuant to
pre-S.B. 19 CRA law.

Annual report

Current law requires a local authority to submit an annual report to DSA, as well as each
school district with territory in the CRA, by March 31. The report must contain details on each
exemption agreement entered into with an industrial or commercial project. If the annual
report is not submitted by the deadline, continuing law bars the local authority from approving
additional CRA exemptions and authorizes the state to withhold Local Government Fund and
property tax payments owed to the local authority.

The bill removes the requirement that the report be submitted to school districts and
modifies the required content of the report as follows:

®  The current report must identify each CRA designated by the local authority by an
identification number assigned by DSA. The revised report instead requires identifying
the total number of designated CRAs. (Both reports must identify the population of each
CRA.)

® The current report must identify the total number of agreements for commercial or
industrial projects in each CRA, including the project’s full-time employees and industrial
identification code, and the unemployment rate in the local authority in each year since
the CRA was designated. The revised report is only required to identify the number of
parcels subject to a CRA exemption.

®  The current report must report certain information about these exemption agreements,
such as how many were entered into during the year, how many are still in effect, when
each expires, and the amount of taxes exempted under each. The revised report
requires similar information, but arranged according to each parcel of exempted
commercial or industrial property.

®  The current report must include the result of any compliance review conducted on
these exemption agreements by the tax incentive review council, including whether or

7 R.C. 5709.62, 5709,63, and 5709.632, not in the bill.
8 R.C. 3735.673, repealed.
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not the project has met hiring, retention, and payroll targets, whether the agreement
has been rescinded, or whether the council recommends changes to the agreement.
The revised report requires the reporting of such information only if those targets are
part of an exemption agreement, and only if those targets were not met. Agreement
rescissions and council recommendations are no longer required to be reported.

®  The revised report no longer requires reporting which CRA commercial or industrial
projects have expanded their hiring or retention targets.

"  The revised report no longer requires reporting the amount of taxes forgone by each
project or the increase in a project’s employment after the CRA exemption begins to
apply.®
The bill also removes a separate requirement for a local authority to specially notify DSA

of changes in zoning restrictions within a CRA. Instead, this information must be included in the
annual report.'? In addition, while current law requires a local authority to immediately forward
a copy of any CRA agreement for commercial and industrial projects to DSA, the bill instead
allows the local authority to submit these agreements to DSA at the same time as the annual
report.t!

Fees

The bill no longer requires the owner of an industrial or commercial project subject to a
CRA agreement to pay the following fees, which are required under current law:

® An annual fee of up to the lesser of $2,500 or 1% of the amount of exempted tax to the
local authority to administer and enforce the terms of the agreement.

® A one-time application fee in an amount set by DSA to apply toward its costs to
administer the CRA program and other tax incentives.!?

Neither fee was charged under pre-S.B. 19 CRA law.
CRA website information

The bill requires DSA to publish and annually update on its website the locations of each
CRA within the state, as well as copies of the resolution authorizing the CRA and the exemption

9R.C. 3735.672(A).

10R.C. 3735.66 and 3735.672(A)(5).

11 R.C. 3735.671(F) and 3735.672(A)(6).
12 R.C. 3735.671(D) and 3735.672(C).

Page |6 H.B. 123
As Introduced



Office of Research and Drafting LSC Legislative Budget Office

agreement for each commercial or industrial project.’® Currently, DSA does maintain such a
website, though current law does not specifically require it to do so.*

HISTORY

“

Introduced 02-16-21

H0123-1-134/ec

13R.C. 3735.672(C).

14 Ohio Development Services Agency, https://development.ohio.gov/oteisearch/CRA/ (last accessed
February 22, 2021).
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