[bookmark: _GoBack]VILLAGE OF SOUTH LEBANON
MEMORANDUM


TO: 		Mayor and Council

FROM:	Gary Vidmar, Village Administrator

RE:	Memorandum 36, Memorandum of Understanding for Community Reinvestment Area Agreements Between the Village of South Lebanon and Kings Local School District 

DATE:	August 4, 2014

This memorandum reports to Council about a change that was made to the Memorandum of Understanding for Community Reinvestment Area (“CRA”) Agreements Between the Village of South Lebanon and Kings Local School District (“KLSD”) previously approved with a motion by Council on July 17th.

Background
On September 2, 2008, Village Council adopted Ordinance No. 2008-17 authorizing the execution of a development agreement with North American Properties, Inc. (“NAP”) for construction of the Water’s Bend apartments in the Village of South Lebanon.  This Development Agreement authorized the creation of a post-1994 Community Reinvestment Area (“CRA”) over a portion of the Village, including the apartment project site, and extended a 15-year, 100% real property tax exemption for the area included in the CRA.

The Ohio Revises Code (“ORC”) stipulates certain regulations for the establishment of a residential CRA in municipalities.  The ORC did not require the Village to notify the school district about the CRA established for NAP.

During the recent negotiations between the Kings Local School District (“KLSD”) and Village Staff, Mr. Mike Mowery, the Treasurer of KLSD, first became aware of the CRA with NAP.  He subsequently requested Staff to approve a Memorandum of Understanding between the Village and KLSD that would standardize the terms of any future CRA Tax Incentive Agreements for commercial and industrial property in the Village, including payment to the School District of an amount equal to 35% of the total tax in lieu of property taxes that would have otherwise been derived from the exempted property.  The MOU is non-binding.

Analysis
The Village of South Lebanon is required by ORC to obtain approval from the KLSD for any commercial and industrial CRA agreements if the sum of the items below do not exceed 50% of the abated taxes:
· Amount of real property taxes payable on non-exempt portion; plus
· Amount of personal property taxes payable on premises; and
· Amount of any cash payment or value of any property or services provided by the property owner to the school and amount of any payment by the council to the school pursuant to mandatory payroll sharing.
In order to incentivize the local school district to grant its approval to a municipality for a commercial and industrial CRA, it is not usual for a municipality to offer its local school district certain payments in lieu of real property taxes equal to a portion of the taxes that would have otherwise been received on the exempted property.  For example, the City of Cincinnati offers a 20% amount, the City of Mason offers a 35% amount and the City of Loveland offers a 15% amount.  

On July 17th, Council passed a motion authorizing the Mayor to execute the MOU after reducing the figure for payment to be made to KLSD from 35% of the total tax to 15%.

I subsequently modified the aforementioned figure in the MOU and requested Mr. Mowery’s agreement to the amended documents.  He refused to agree to the reduced figure.  He also threatened to rescind the 2014 Amended and Restated TIF Agreement that was previously approved by KLSD if the Village was not willing to agree upon the 35% figure.

Knowing the importance of the 2014 Amended TIF Agreement, the Mayor and I determined that the significance of the 2014 Amended TIF Agreement outweighed the importance of the MOU and the Village could not risk the 2014 Amended Agreement getting rescinded.  Consequently, the Mayor and I agreed to the 35% figure and the Mayor signed the MOU.  I want to emphasize that the MOU is not a binding contract and consequently the 35% figure may be subject to change at a later time when any future commercial and industrial CRA’s are negotiated between a developer, KLSD and the Village.

Policy Options
Council may pass a motion that retracts its previously approved motion that accepted the proposed terms of the MOU and accepts the new terms, or may take no action.

Fiscal Impact
Not applicable.

Legislative Process
Council may pass a motion that retracts its previously approved motion that accepted the proposed terms of the MOU and accepts the new terms, or may turn down the motion.

Recommendation
Staff recommends Council to accept a motion approving the Mayor’s execution of the amended MOU.
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