	INCOME TAX REVENUE SHARING REQUIREMENTS


All Enterprise Zone Agreements generating one million ($1,000,000) dollars of new annual payroll and located within a municipal corporation which imposes a local income tax require the municipal corporation to negotiate a compensation agreement with the board of education of the City, Local, or Exempted Village School District having jurisdiction over the project site.  If the municipal corporation and the board of education cannot reach an agreement within six months of the formal legislative approval of the Enterprise Zone Agreement, then the board of education shall be compensated with 50 percent of the local income tax generated by the new employees.

The mandatory 50/50 sharing is enforced only when the board of education and local jurisdiction cannot reach agreement.  All parties are encouraged to reach their own agreement.  Note that only the type of school districts specified are eligible to share the local income tax revenues.  The revenue sharing provision is geared to "compensate" the board of education for a portion of the foregone revenues during the exemption period.  

Any revenue sharing agreement executed may include as a party, the owner of the real and/or personal property exempted under the agreement.  The owner may commit to provide cash, property or services "by gift, loan, or otherwise."

If the board of education and the local jurisdiction fail to reach an agreement, then the 50/50 sharing payment is due on December 31 "of that year for or in which the exemption from taxation commences."  Note that the mandatory provision is maintained for each subsequent tax year where the "new" annual payroll exceeds $1,000,000 and the specified property remains exempted.  A subsequent agreement between the board of education and the municipality with jurisdiction over the project would supersede the mandatory provision.

Note that the definition of "new employee" appears in ORC Section 5709.82 and includes income tax revenues from construction jobs and persons "who are first employed at the site of such property and who within the two previous years have not been subject to, prior to being employed at that site, income taxation by the municipal corporation within whose territory the site is located on income derived from employment for the person's current employer.  New employee does not include any person who replaces a person who is not a new employee."

The municipality and the board of education should devise a procedure to verify income tax revenues eligible for the revenue sharing requirements.  Additional data collection and monitoring will be necessary.  To avoid verification problems, the procedure should be agreed to prior to any specific project identification.  Additional information may be required from the business in order to verify eligible revenues.  This should be included in the Enterprise Zone Agreement or in the Tax Revenue Sharing Agreement, if the business is a party.
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A municipality incurring infrastructure costs that directly benefit the project and result in the issuance of municipal debt are permitted to offset up to 35 percent of the new local income tax revenue generated, or the actual annual debt services costs incurred, prior to the application of the 50/50 sharing.

The local tax revenue sharing provision is an important component of the Ohio Enterprise Zone Program.  To ensure this provision effects the desired result, the municipalities and the boards of education must work closely together.
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