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ACT SUMMARY

¢ Renames municipal-only joint economic development zones (JEDZs) "municipal
utility districts" (MUDs).

e Terminates, on January 1, 2015, the authority of municipal corporations, or of
municipal corporations and townships, to submit a new alternative JEDZ contract to
the electors or to substantially amend an existing alternative JEDZ contract.

e Expressly requires subdivisions that enter into or substantially amend an alternative
JEDZ contract between June 5, 2014 (the act's effective date) and December 31, 2014,
to create and include an economic development plan for the zone and a schedule for
implementation of new or expanded services, facilities, or improvements.

e Requires that at least 50% of any income tax revenue generated within an alternative
JEDZ created after June 5, 2014, be used for the new or expanded services, facilities,
or improvements until they have been completed.

e Requires subdivisions that enter into or substantially amend an alternative JEDZ
contract between June 5, 2014, and December 31, 2014, to create a review council to
review the economic development plan for the zone.

e Requires that the council be composed of the county auditor, owners of the four
businesses that employ the most persons within the JEDZ, a person affiliated with
an economic development organization, and a member of the public.



e Requires the council to hold at least one public meeting before voting on the
economic development plan and to allow time at that meeting for the contracting
subdivisions and members of the public to present testimony.

e Requires subdivisions that have submitted a proposed JEDZ contract to a board of
elections for submission to the electors at an election occurring after June 5, 2014, to
recall the JEDZ contract and comply with the act's new procedures and
requirements.

CONTENT AND OPERATION
JEDZ overview

Joint economic development zones (JEDZs) are territorial regions created by two
or more municipal corporations, or one or more municipal corporations and one or
more townships, to "facilitate new or expanded growth for commercial or economic
development in the state."!

Under prior law, there were two statutory procedures for creating a JEDZ. The
"municipal-only" procedure was available only to municipal corporations. Municipal-
only JEDZs were governed by the municipal corporations that were parties to the JEDZ
contract. The law required that the contract specify the contributions that each
contracting municipal corporation would make to the JEDZ. The contributions may
have included the provision of services, money, or equipment. The municipal
corporation in which a municipal-only JEDZ was located was permitted to levy an
income tax within the JEDZ. However, the creation of a municipal-only JEDZ did not
empower the contracting municipal corporations to levy an income tax in an
unincorporated area or levy an income tax within the JEDZ at a different rate than was
levied throughout the rest of the municipal corporation.?

The "alternative" JEDZ procedure applies to combinations of municipal
corporations or of townships and municipal corporations. Alternative JEDZs are
governed by a board of directors appointed by the contracting subdivisions. The
contracting subdivisions may contribute services, money, or equipment to the
"alternative" JEDZ. In addition, the board of directors of the JEDZ may levy an income
tax within the JEDZ, including unincorporated township territory, at a rate not

1R.C. 715.69(B).

2R.C. 715.69.
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exceeding the highest rate levied by a municipal corporation that is a party to the JEDZ
contract.?

Municipal utility districts

The act renames municipal-only JEDZs "municipal utility districts" (MUDs). The
powers and functions of MUDs are identical to those granted to municipal-only JEDZs
under prior law, but a new Revised Code section (R.C. 715.84) is designated to describe
those powers and functions. MUDs are not subject to the act's new requirements for
alternative JEDZs. Accordingly, a municipal corporation may create a MUD without
submitting an economic development plan to a review council for approval.*

Prohibition of future alternative JEDZs

The act terminates, effective January 1, 2015, the authority of municipal
corporations and townships to submit a new alternative JEDZ to the electors or
substantially amend an existing alternative JEDZ. Municipal corporations may
substantially amend existing municipal-only JEDZs under authority of R.C. 715.84 and
may create new MUDs, which are identical to municipal-only JEDZs, pursuant to that
section. The act also preserves alternative JEDZs created on or before December 31,
2014, but restricts the types of amendments that may be made to such JEDZ contracts
after that date. Since there is no statutory limit on the duration of a JEDZ contract, an
existing alternative JEDZ may continue to operate for an indefinite period of time so
long as the contract does not require substantial amendment after December 31, 2014.5

The act defines "substantial amendment" as any change to a JEDZ contract that
increases the rate of municipal income tax that may be imposed within the zone,
changes the purposes for which municipal income tax may be used, or changes the area
or areas included within the zone. Other changes to the contract, such as those
pertaining to the composition of a board of directors, the contributions of the
contracting subdivisions, or the subdivisions that are parties to the contract do not
invoke the act's restrictions.®

3R.C. 715.691.
4R.C.715.84.
5R.C. 715.691(B) and (K).

6 R.C. 715.691(A)(3) and 715.692(A)(8).
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Requirements for newly created or amended alternative JEDZs

The act imposes several new procedural requirements for subdivisions entering
into or substantially amending an alternative JEDZ contract between June 5, 2014 (the
act's effective date) and December 31, 2014 (the act's cutoff date for creating or
substantially amending an alternative JEDZ contract). The act's requirements apply to
all alternative JEDZ contracts that have not yet been approved by electors. A
subdivision that has submitted such a contract to the board of elections is required to
recall the contract and comply with the additional procedures prescribed by the act.”

Economic development plan

The act requires such an alternative JEDZ contract to include an economic
development plan for the zone created by the contract. The economic development plan
must include a schedule for the implementation or provision of any new, expanded, or
additional services, facilities, or improvements within the JEDZ or the area surrounding
the JEDZ.# The economic development plan is subject to the approval of the joint
economic development review council for the JEDZ (see below).’

Prior law required such an economic development plan to be available for public
inspection before the JEDZ was created but did not expressly call for the plan to be
incorporated into the contract.

Use of income tax revenue

The act requires the board of directors of an alternative JEDZ to use at least 50%
of the income tax revenue derived from the JEDZ to provide the new, expanded, or
additional services, facilities, or improvements specified in the economic development
plan. This limitation on revenue use applies until all of the services, facilities, or
improvements have been completed as specified in the economic development plan.'

Prior law did not expressly require any of the income tax revenue to be used to
tulfill the economic development plan.

7R.C. 715.692(G).
8 R.C. 715.691(C).
I R.C. 715.692(D).

10 R.C. 715.691(H).
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Creation of a joint economic development review council

The act requires the contracting subdivisions to appoint a joint economic
development review council for the purposes of reviewing the economic development
plan included in the zone contract or amendment to the zone contract. The contracting
subdivisions may not adopt ordinances or resolutions approving the contract or the
amendment before the council votes to approve the economic development plan.!

Composition of the council

Generally, the joint economic development review council consists of seven
members. The council is chaired by the county auditor of the county in which the
largest portion of the territory of the JEDZ is located.’? The remaining members of the
council are appointed by the contracting subdivisions.

One of the appointed members must be an individual affiliated with an
economic development organization that provides services for, or advocates on behalf
of, businesses operating within the JEDZ. (A business "operates within" the JEDZ if the
net profits of the business or the income of employees of the business would be subject
to an income tax levied within the JEDZ.) If there are no businesses operating within the
JEDZ, the appointee must represent an economic development organization that
provides services for businesses operating in the area surrounding the JEDZ.13

One member of the council must be a member of the public. The contracting
subdivisions may appoint this council member in any manner they agree to.!*

Up to four of the appointed council members are to be owners of businesses
operating within the JEDZ or individuals designated by such owners to serve on their
behalf. ("Business" includes nonprofit organizations and governments; their "owners"
include officers, employees, or agents authorized to act on their behalf.) The contracting
subdivisions must first appoint the owners of the four businesses that employ the most
persons within the JEDZ. If one or more of these owners is unwilling or unable to serve
on the council, the contracting subdivisions must appoint the owner of the business that
employs the next most number of persons within the JEDZ, and so on until each of the

1 R.C. 715.692(B).
2R C. 715.692(C)(1).
13R.C. 715.692(C)(2)(a).

14 R C. 715.692(C)(2)(b).
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four positions is filled. No business may have more than one owner or designee serving
as a member of the council at the same time.'®

If there are not enough owners of businesses operating within the JEDZ who will
accept an appointment to the council, the contracting subdivisions are required to
appoint the record owner of the parcel or parcels with the greatest aggregate assessed
value within the JEDZ or an individual designated to serve on the record owner's
behalf. If the record owner is unwilling or unable to serve on the council, the
contracting subdivisions are required to appoint the record owner of the parcel or
parcels with the next greatest aggregate value within the JEDZ, and so on until each of
the positions are filled. If there are not enough record owners of property located within
the zone who will accept an appointment or designate a person to serve on the council
on their behalf, the number of members on the council is reduced accordingly.!®

Duties of the council

The act requires the joint economic development review council to review the
economic development plan proposed by the contracting subdivisions for the JEDZ
before the creation or substantial amendment of the JEDZ. The council must consider
the question of whether the economic development plan is "in the best interests of the
zone." If the council determines, by majority vote, that the plan is in the best interests of
the zone, the plan is approved and the contracting subdivisions are authorized to enact
ordinances or resolutions approving the JEDZ contract or the substantial amendment
thereto. If the council does not approve the economic development plan, the contracting
subdivisions may not create or substantially amend the JEDZ. If the council does not
approve the economic development plan, the act requires the council to provide
recommendations to the contracting subdivisions as to how the plan may be modified
to meet the council's approval. The recommendations must be in writing and must be
sent to each contracting subdivision within 14 days after the council's vote."”

Public meeting on economic development plan

The act requires the joint economic development review council to hold at least
one public meeting before voting on whether to approve the economic development
plan for the JEDZ. The chairperson of the council is required to give public notice of the
time and place of that meeting in a newspaper of general circulation in the area or areas
included in the zone.

15 R.C. 715.692(C)(2)(c).
16 R.C. 715.692(C)(2)(d).

17 R.C. 715.692(D)(3).
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At the meeting, the council must allow time for each contracting subdivision, or a
representative thereof, to present testimony on the economic development plan and on
any other relevant provisions of the JEDZ contract. The council must also allow time for
public comment and recommendations on the economic development plan and the
JEDZ contract. The council may hold executive session in the same manner permitted
for other public bodies subject to open meetings law.!8

Funding the council

The act requires the contracting subdivisions to the JEDZ to make appropriations
to pay the costs incurred by the joint economic development review council in the
exercise of its functions. The costs incurred by the council may not exceed $10,000 in
any year."

Sunshine laws

Open meetings and public records laws apply to the joint economic development
review council.?

Dissolution of the council

The act specifies that the joint economic development review council dissolves
by operation of law upon approving the economic development plan for the JEDZ.%

August 5, 2014, election

Under the act, if a subdivision had enacted legislation to approve a JEDZ
contract before the act's effective date (June 5) but the contract had not yet been
submitted to voters (if required), the subdivision is required to recall the contract and
comply with the act's new procedures and requirements.?? In effect, any contract
originally intended to be voted on at the August 5, 2014, election must be recalled. Such
subdivisions may submit the contract to the electors at the November 4, 2014, election,
presuming the subdivision is able to appoint and obtain the approval of a joint
economic development review council in time.

18 R.C. 715.692(D)(1) and (2).
Y R.C. 715.692(F).
20 R.C. 715.692(B).
21R.C. 715.692(E).

2 R.C. 715.692(G).
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