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Summary

The Center for Governmental Research (CGR) and Mt. Auburn Associates were engaged
by Empire State Development to conduct an evaluation of NY Sindustrial devel opment agencies
inaccordancewith 1993 NY Slegidation. Thelegidation mandated that the consultant measure
the impact of IDAson job creation and retention, the value of tax exemptions and the value of
payments received in lieu of taxes. In addition, thelaw required the consulting team to develop
summaries of the types of projects that received financial assistance, the types of financial
assistance provided by IDAS, project evaluation criteriaemployed by agenciesand tax exemption
policies.

Thisreport is based on extensive analysis of data on job creation and retention reported
by IDAsthrough the Office of the State Comptroller and unemployment insurance data obtained
through the cooperation of the NY S Department of Labor. 1n addition, CGR and its partner, Mt.
Auburn Associates, sent surveysto al IDA directors and to all the beneficiaries of all projects
closedin 1994 and 1995. Finally, CGR and Mt. Auburn Associates staff interviewed nearly 100
stakeholders either singly or in asmall group format.

CGR was not ableto measurejob creation and retention. The consulting team concluded
that reported data were gathered in such disparate ways that these numbers are ultimately
unreliable when aggregated. Unfortunately, the NY S Department of Labor’s unemployment
insurance database is not suited to the task of substituting for traditional sources of information
onjob creation and retention. Extensive recommendations on reporting procedures areincluded
inthe body of thereport. Similarly, the system for gathering information on salestax exemptions
isflawed and does not provide comprehensive and accurate information on the scale of salestax
exemptions conferred by IDA activity.

IDAS do appear to influence the behavior of project developers. Of those responding to
the survey of IDA project devel opers/beneficiaries, about thirty percent reported that projects
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would have moved out of New York State or been canceled outright without IDA assistance.
Alternatively, twenty percent of respondents reported that their projects would have moved
forward unchanged. Theremaining projectswould have been atered by timing, location within
the state, or scale. In arelated question from the same survey, 79 percent of the companies
reported that the IDA helped to insure their stay in New York State, and 92 percent said the
services provided through the IDAs are important to the State’ s economic future.

CGR dataindicate that IDAs have added significant taxable value to local communities.
CGR was able to gather data on assessed value for 324 projects. The increase in equalized
assessed value from these project totaled $2.5 billion, with many communities experiencing a
substantial relativeincreasein tax base asaresult of IDA-sponsored projects. In many casesthe
paymentsinlieu of tax (PILOT)—eveninthefirst year of the PILOT agreement—were higher than
taxes received on the properties before the project. Some IDAs have embraced this condition as
aformal policy. Of course, a share of these projects would have gone forward without IDA
assistance, an inevitable “leakage” of public money that occurs with virtually any economic
development assistance. Assuming that the CGR/Mt. Auburn survey of project beneficiariesis
representative of all IDA projects, we would expect that about twenty percent of thisincreasein
assessed value would have been achieved without IDA assistance but that the remaining added
value (aswell asthejobsand other benefits associated with these projects) would have been logt,
displaced, diminished or delayed.

Using a geographically-dispersed sample of projects for which CGR was able to gather
fairly complete information, the consultant team measured the value of all tax abatements
conferred on the sample projects over atwenty year time horizon. In many cases, the discounted
present value of tax abatements granted to project devel operswas|essthan the discounted present
value of the sum of PILOT payments and property tax receipts. In other cases, there was a cost
associated with the project, but this cost was modest when presented on a*“per job” basis.

Due to the difficulties encountered with data collection, CGR’s principal
recommendations address recordkeeping and reporting issues more than larger policy questions.
Unfortunately, atruly comprehensiveevaluation of New Y ork’ sindustrial devel opment agencies
must wait until the process of collecting outcome data has been improved.
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| ntroduction

Study Goals

The Center for Governmental Research Inc. (CGR) was engaged by Empire State
Development to conduct the evaluation of Industrial Development Agencies (IDASs) mandated by
1993 IDA Reform Legidlation (Laws of New Y ork, 1993, Chapter 356 8§12(3)):

Such evaluation shall identify the effect of agenciesand authoritieson: (a) job
creation and retention in the state, including the types of jobs created and
retained; (b) the value of tax exemptions provided by such agencies and
authorities; (c) the value of payments received in lieu of taxes received by
municipalities and school districts as a result of projects sponsored by such
entities; (d) a summary of the types of projects that received financial
assistance; (e) a summary of the types of financial assistance provided by the
agencies and authorities; (f) a summary of criteria for evaluation of projects
used by agencies and authorities; (g) a summary of tax exemption policies of
agencies and authorities; and (h) such other factors as may be relevant to an
assessment of the performance of such agencies and authoritiesin creating and
retaining job opportunitiesfor residents of the state. Such evaluation shall also
assess the process by which agencies and authorities grant exemptions from
state taxes and make recommendations for the most efficient and effective
procedures for the use of such exemptions. Such evaluation shall further
includeany recommendations for changesin laws gover ning the oper ations of
industrial development agencies and authorities which would enhance the
creation and retention of jobs in the state.

IDAs in NYS

IDAs were established in New York State with passage of the Industrial Development
Agency Act of 1969. The New Y ork State L egidlature passed the act with the goal of easing the
high tax burden and regulations faced by businessesin New York. AnIDA may be established
by the state legidature at the request of acounty, city, town or village. Sincetheir inception, 145
IDAs have been established in New Y ork, with at least one in each of the 57 counties, although
some have subsequently been dissolved.
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Of 90 IDAsreporting projects between 1990 and 1995, there are 49 county IDAS, 21 city
IDAs and 20 town or village IDAs. In 1995, all agencies were involved in financing 1,128
projects throughout the state of New Y ork.

Purpose
Industrial Development Agencies were created by the state of New Y ork

to promote, develop, encourage and assist in the acquiring, constructing,
reconstructing, improving, maintaining, equipping and furnishing industrial,
manufacturing, warehousing, commercial, research and recreation facilities
including pollution control facilities, educational or cultural facilities, railroad
facilities, horse racing facilities and life care communities . . . and thereby
advancethejob opportunities, health, general prosperity and economic welfare
of the people of the state of New York and to improve their recreation
opportunities, prosperity and standard of living. (General Municipal Law §858)

While created by the NYS Legidature, IDAs are governed by their sponsoring
municipalities. The board of the IDA—consisting of between three and seven members—is
appointed by the governing body of their municipality.

Powers

While the role of IDAs in local industrial development is broad, the specific powers
granted to agencies by state legidation are primarily financial. Unlike many other states (see
summary of industrial devel opment policiesby statebelow), most federally-tax exempt industrial
revenue bonds are issued by IDAs under local discretion. In addition to federally-tax-exempt
bonds, IDAs can aso issue bonds that are taxable for federal purposes but exempt from NY S
income tax.

The volume of federally tax exempt industrial revenue bonds was significantly reduced
in 1986, thusincreasing the importance of taxable bonds. Theimpact of state-only tax exemption
ontheinterest rate of federally-taxable bondsisrelatively small—in many cases, theinterest rate
isthe same as on corporate bonds of similar risk and maturity. Many projectsfunded with taxable
bondsinvolvethel DA principally for the purpose of conferring mortgage, salesand property tax
exemptions. For thisreason, many IDAs have substantially reduced the volume of bondsissued,
conferred tax abatements on a project through a sale-leaseback transaction. By salling the project
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propertyto the IDA for atoken sum, title on the property or equipment isshiftedtothe IDA. The
IDA then leases the property back to the firm.

The Liability of the IDA for Bonds | ssued on Behalf of a Project

In practical terms, the IDA is a conduit for a financial transaction between the private
developer (termed the “project beneficiary” in this report) and the lender. Bonds issued by
industrial devel opment agenciesareeffectively thedebt of theprivateor public entity undertaking
the project. The role of the IDA isto facilitate the project by conferring a tax exemption on
project activities.

Theissue of asset ownership and therole of the DA iscomplex. Thereisagreat deal of
confusion over the nature of IDA ownership of project property and the extent of IDA liability
for debt incurred on behalf of a project. IDASs take formal title to the properties on which tax
abatements are conferred. It isthislega “ownership” by a public benefit corporation (the IDA)
that exempts the subject property from taxation. Thusthe IDA iscertainly the “titled owner” of
the bonded project. Thenthe IDA entersinto an agreement with the project beneficiary (or what
could be termed the “beneficial owner” of the project) that involves either alease agreement or
an installment sale agreement. Bonds are then issued on behalf of the project beneficiary by the
IDA. Astypically structured, however, the bond documents do not pledge al assets of the DA
as security for the bonds. These are structured as “limited obligation” or “specia obligation”
bonds, in which the IDA’ sliability islimited to the IDA’ s assignment of itslegal interest in the
property. This interest includes the lease or installment sale agreement with the project
beneficiary, a mortgage on the assets of the project and a corporate guarantee from the project
beneficiary. Thusinthe case of adefault, if the value of project property isinsufficient to repay
the bondholders, it isthe assets of the project beneficiary that are at risk, not those of the IDA. The
IDA’sliability isexpresdy limited to the IDA’ sinterest in the specific project. ThelDA issmply
the conduit for afinancial transaction between the lender and the project beneficiary.

Typica language from a bond issued by NY S IDAs reflect the limitation of the IDA’s
liability. Specific language from abond issued in 1994 states:

COUNTY OF INDUSTRIAL DEVELOPMENT AGENCY (the
“Issuer”), a public benefit corporation of the State of New York (the “State”)
acknowledgesitself indebted and for value received does hereby promise to pay,
but solely from the sources and as hereinafter providedto... [emphasis

adlded]



Section #. Specia Obligation: (A) ThisBond isaspecial obligation of the I ssuer
and is payable solely out of the revenues and other monies derived from the
leasing, sal eand other disposition of the Project Facility and asotherwise provided
inthe Resolution, the Bond Purchase Agreement, the Installment Sale Agreement,
the Pledge and Assignment and the other Financing Documents.

It is also clear that IDA bonds are neither the debt of New York State nor its local
governments. General Municipa Law 8870 addresses this question directly, stating

Thebonds or notes and other obligations of the authority shall not be adebt of the
state or of the municipality, and neither the state nor the municipality shall be
liable thereon, nor shall the be payable our of any funds other than those of the

agency.

Thebond document quoted abovegoesontoreiteratethispoint inasubsequent paragraph.
It states explicitly that the bond is not the obligation of the IDA, the county or the State of New
York.

Asthel DA formally holdstitleto the property, the project beneficiary (thedefacto owner)
received an exemption from property, mortgage recording, and sales taxes. As part of the
negotiation, the project beneficiary entersinto an agreement with the IDA stipulating the level of
property taxes to be paid to affected municipalitiesin lieu of taxes that would have been paid
were the IDA not the titled owner of the property.

Limitations

The powers of the agencies are limited. Section 862 of the General Municipal Law
specifiesthat “no financia assistance of the agency shall be used in respect of any project if the
completionthereof resultsin the removal of afacility or plant of the project occupant from one
area of the state to another area of the state or in the abandonment of one or more plants or
facilities of the project occupant located withinthe state.” Exceptions can be madeif “the project
is reasonably necessary to discourage the project occupant from removing such other plant or
facility to a location outside the state or is reasonably necessary to preserve the competitive
position of the project occupant in its respective industry.” (GML 8862(1))

Nor can assistance be provided for “facilitiesor property that are primarily used in making
retail salesto customerswho personally visit such facilities,” although such uses are acceptable

4
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if they congtitute less than 1/3 of the project cost. Thedefinition of “retail sales’ includes both
sellersof tangible personal property and services sold to aforementioned customers. Exceptions
are made for tourism destination projects, facilitiesthat would be rel ocated outside the state but
for IDA assistance, the provision of “goods or services which would not, but for the project, be
reasonably accessible to the residents of the city, town or village” and for projectsin distressed
areas. (GML 8862(2))

Characteristics of IDAs

A total of 127 surveys were distributed to IDA directors or board chairs, although only
about 90 IDAs were active between 1990 and 1995. Forty-six surveys were returned.
Respondentsrepresented amix of IDAsfrom acrossthe state. Theinput received from each IDA
was weighed equally in the dataanalysis. A list of respondentsis provided in the appendix.

One important conclusion that can be drawn from both the survey and our extensive
interviewsisthat the range of variation among IDAs istremendous. IDAs play vadtly different
roles in some communities than in others. In some, they are the sole organization with
responsibility for economic development. Services offered by these IDAs are far more diverse
than the services offered by an independent IDA in a community with severa other economic
development institutions. Generalizations about IDASs are, therefore, risky.

Funding Sources. According to survey respondents, the mgjority of IDAsarefully funded
by fees collected (62 percent). The fees charged by IDAs vary, but they average about one half
of one percent of the total bond amount for most projects. For lease-back transactions IDAS
generally charge a fee between afew hundred dollars and a few thousand dollars, depending on
the size of the project. IDASs that do not
depend solely on project revenue are funded Size of Paid Staffs at IDAs
from a combination of project revenue and o
local government support. IDAs that
receive outside support (e.g. county or
municipality) often provide specialized
economic development services to the
municipality providing the support.

30%

IDAs

20% —

10% —

Staffing.  As indicated in the
accompanying graphic, one-third of IDAS ™ Less Than 1 . » 3 3 or More
have paid staff of 2-3 employees (33 Employees
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percent). The next largest group was IDAs with less than one full time employee (30 percent).
Thiswould include both IDAswith volunteer staff and IDAswith adirector who divides hisher
time between the IDA and arelated economic development agency. In generd, IDAS are very
creativewith their staffing. For example, Schoharie County is staffed by a part-time director who
isavailable on afull-time basis and a part-time administrative person. The Saratoga|DA hasno
paid staff. Instead, al IDA activity is handled by Saratoga County Planning Department staff.
Similar sharing of personnel occursin Onondagaand Wayne counties. About 20 percent of IDAS
surveyed indicated that their IDA is staffed by the same personnel and maintains the same office
asthe city or county economic development agency.

Community Economic Devel opment Services. | DAsoften provideeconomic devel opment
servicesto the communities unrelated to loan/lease-back transactions. Seventy-three percent of
IDAs surveyed allocate a share of their IDA project revenue to unrelated local economic
development assistance, and 81 percent allow their staff to dedicate aportion of their timetothis
role.

For the most part, IDA-supported staff provide technical/advisory assistance and serveas
community planning consultants. Roughly 17 percent of IDAS surveyed indicated that they
provide technical assistance to the community. Technical assistance include a wide range of
services, which are asfollows:

Financia packaging/ preparation of state funding application for various organizations,
Small business |oan reviews for the community;
Feasibility studies/site location assistance to various businesses.

For example, in 1996 staff from the Steuben County IDA co-chaired afarm retention committee
and participated in export and telecommunications studies. In 1996 the Amherst IDA staff
provided advisory servicesto the Town of Amherst regarding anicerink proposal, thefeasibility
of anew senior center, zoning amendments, and served on the Chamber of Commerce Board.
Amherst IDA revenuewas also used for an international trade distribution study, the Border-Net
Initiative, and marketing of University at Buffalo industry services.

According to theresults of thissurvey, IDA revenues are directed to supporting economic
growth by assisting infrastructure development as well as providing job training opportunities.
However, only 42 percent of the IDAs surveyed indicated that they routinely used IDA revenues
to support economic development activitiesthat are unrelated to IDA-sponsored loans or |eases.
Another 31 percent indicated that they occasionally used IDA revenues to support economic

6
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development activities that were unrelated to IDA-sponsored loans or leases. The statistics on
expenditureof |DA revenueson non-project related activitiesdiffer greatly fromthecommitment
of IDA-supported staff (73 percent indicated that they routinely provide staff support). IDAsare
moreapt to providelabor to support economic devel opment activitiesthat arenon-project related
than to provide capital. When they do providefinancia support for non-project related activities,
IDA revenues are mainly directed to support the devel opment/enhancement of infrastructure,
strengthening thequality of labor, and marketing their respectivecommunities. Sometypical IDA
financed itemsinclude revolving loan funds, industrial parks, multi-tenant industrial incubators,
and marketing campaigns. In the Southern Tier, for example, the IDAs worked together to
purchase a railroad branch line which would have been abandoned had it not been for IDA
intervention.

1993 I DA Legidation

In 1993, | egidation was passed altering the powersof IDAs. In addition to mandating this
evaluation, the 1993 legidation required that IDAS:

Submit written PILOT agreements, including payment allocation, to taxing jurisdictions;
File rea property tax exemptions with county CEOs and school districts;

Submit data on outstanding projects annually to the NY S Comptroller’ s Office;

Hold public hearing for all projectsin excess of $100,000;

Adhere to the same conflict of interests code of ethics as municipalities.

This legidation also restricted the ability IDAs to finance retail and service businesses.
In addition, firms claiming sales tax exemptions on IDA projects were required to file annual
statementsto NY S Department of Taxation and Finance on all salestax exemptionsclaimed. The
legidation included other changes, of course, which are not highlighted here.

Interstate Comparisons: Industrial Revenue Bonding

In order to provide a context for our analysis of IDA activity, CGR examined incentive
programsin ten states that are commonly compared to New Y ork dueto their size, proximity or
competitive position. A telephone survey was used to collect most of thisinformation (a copy
of the survey form can be found in the appendix). In addition, interviews were conducted with
officialsin the ten comparison states focusing on types of incentive programs, structure of the
economic development agencies, and the level of political support for economic development
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activities. In general, wefound that New Y ork State and the ten comparison states have similar
business incentive programs. A state-by-state summary plus atabular overview follow.

California

The issuance of Industrial Revenue Bonds (IRBS) is controlled at the local level in
Cdlifornia. Local agenciesalso control how tax abatement incentivesare crafted. Theguidelines
imposed on the issuance of IRBs are: the projects must be manufacturing in nature; the bonds
must be used for either real estate or capital expenditures; the bond maturities must be from 15
to 30 years; and one job must be created for every $50,000 in financing. There are no reporting
requirements for the local agenciesthat issue IRBs.

“Team Cdlifornid’ isthe name of agenera agreement among the | RB-issuing agencies of
thestatethat they will not competeagainst each other in attracting businesses. Currently, political
support for economic incentives such asIRBsis stable although the resources allocated to IRBs
was recently reduced by the state and directed toward housing programs.

Connecticut

The state of Connecticut has a range of business incentive programs including tax
abatements to assist companies in expansion, relocation, and the creation of jobs. They are
availablefrom the Connecticut Department of Economic and Community Development (DECD)),
not local agencies.

The Connecticut Development Authority (CDA), theindependent financingarm of DECD,
operates varioustypesof financial assistance programsto createor retainjobs. They givepriority
to manufacturing, skilled jobs, urban areas, enterprise zones, woman and minority owned firms,
exporters, and producersof innovative products. Each program has specia targetsand digibility.

Connecticut has two types of bond programs. Self-Sustaining Revenue Bonds (S-S) are
taxable and tax exempt bonds issued for economic development projects, including up to
$10,000,000 for manufacturing facilities, water and solid waste disposal facilities, local district
heating and cooling facilities, state and local government facilities, and other qualified
corporations. Tax Increment Financing Bonds(TIF) arebondsfor specia economic devel opment
projects using incremental state tax revenues as a partial security for the bonds. Firms are
expected to remain in Connecticut for a period of five years.
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Connecticut offersthe following tax abatements. property tax, salestax on construction
materials, and corporate income tax. Property taxes are abated for amaximum of five yearson
a schedule determined by the state. There is a great deal of political support for financial
incentives in Connecticut.

[llinois

At the state level, the Illinois Development Finance Authority, a self supporting state
agency, ischarged with encouraging economic devel opment by providing accessto capita inthe
state. Industrial Development Bonds (IDBs), however, are controlled at the local level.

Property tax, corporate income, mortgage tax, and sales tax abatement on construction
materialsare offered to firmsthat seek economic development assistance. The maximum period
for property tax abatement is 10 years, with the schedul e determined at the discretion of thelocal
development agency.

Manufacturing projectsarethe only type of project eligiblefor IDBsinIllinois. Thereare
no job creation or retention standards specified in order to receive economic development
incentives. The law in Illinois mentions new and expanded businesses, but sets no criteria.
Federally taxable IRBs are routinely used in Illinois, with no volume cap or size limit. The
earnings on these IRBs are subject to state personal income tax.

All local economic devel opment agencieshavetheauthority toissuelRBs. Thegoverning
boardisselected at the discretion of thelocal area. Cities, villages, county boards, and townships
have elected boards.

Although it seemsto pose some problemsin Illinois, no controls arein place to prevent
one jurisdiction from attempting to attract businesses across districts with added tax incentives.
Reporting requirements do exist in Illinois. Agencies are required to report outstanding bonds
to the Office of the Illinois State Comptroller.

The option to use leaseback transactions varies by county. The one requirement when
employing thistool isthat the property must be occupied by a manufacturer.
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Massachusetts

M assachusetts has a number of programs that provide companies with direct financial
assistancefor business growth, including loans and guarantees. Tax-exempt devel opment bonds
are available to finance construction or renovation of industrial facilities and the purchase of
land, buildings and new equipment. The state government (M assachusetts Office of Business
Development; MOBD) also hasthe Taxable Industrial Bond Program which fundsawide variety
of projects. Thestate' sfinancing programsspecifically target smaller businesses, high-tech firms,
and traditional manufacturing firms.

The stateinitiated the Economic Devel opment I ncentive Program to stimul ate economic
development in distressed areas, attract new businesses, and encourage existing businesses to
expand. There are 34 designated economic target areas (ETAS) throughout the state. Qualified
projects within ETAs are dligible for additional tax and financing incentives, including: a 5
percent state investment tax credit; a 10 percent abandoned building tax deduction; priority status
for state capital funding; and local property tax benefits such as specia tax assessments or tax
increment financing.

Michigan

The Michigan Strategic Fund isthe state entity that controls the issuance of bonds at the
state level, with Economic Devel opment Councils (EDC) at the county, city, town, and village
level. Bondholders receive state personal income tax exemption on IRBs. In Michigan
Renaissance Zones, property tax, corporate incometax, mortgage tax and salestax abatementson
construction materials are offered as incentives for development assistance. There is not a
maximum period of time over which property taxes can be abated and there is no uniform
schedule.

Manufacturing, non-profit projects and public facility projects, such as solid waste and
cogeneration facilities are eigible for the development bonds. A target goal of five jobs per
million dollarsis applied for manufacturing projects, although thisis not a requirement.

Tax increment financing allows municipalities to provide targeted incentives to stimulate job-creating
development. The municipality agreesto atax deduction based on the percentage of the value added through
new construction.
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Federally taxable IRBs are used routingly in Michigan. They are not subject to state
personal income taxation, but the projects must pay local incometaxes. Thereisavery highlevel
of local political support for IRBs and other incentives for development in Michigan.

Jurisdictional boundaries are established by the issuing agency, for example, the City of
Detroit or Oakland County may create an economic devel opment agency. Governing Boardsare
appointed by the mayor or the highest elected agent, such as the county commissioner, and then
confirmed by the council or corresponding agency.

If 20 or more employeestransfer to anew location, the corresponding unit of government
isrequired to sign off onthemove. This control was put into place to prevent one jurisdiction
from employing tax incentives to attract businesses from one area of the state to another.

The agencies are required to report annually, but only a handful do. Leasebacks are
occasionally employed as a technique for offering tax incentives.

New Jersey

The issuance of IDBs is controlled at the state level by the New Jersey Economic
Development Authority (NJEDA). The Authority offers a five-year tax abatement program to
firmsthat are seeking economic devel opment assistance. Thereisa 100 percent tax waiver the
first year, an 80 percent waiver the second year, a 60 percent waiver the third year, a 40 percent
waiver theforth year, and a 20 percent waiver thefifth year. After year five, the normal property
taxes are paid.

Manufacturing, commercial, retail, non-profit and public facility projectsareall eligible
for development bonds. Job creation and retention standards are determined on a case by case
basis by the Development Authority. Federally taxable IRBs are not used in New Jersey.

North Carolina
Theissuance of IRBsiscontrolled at the state level with counties acting astheliaison to
businesses. The bonds can be used for new or expanded-product manufacturing facilities,

distribution centers, and research and development facilities necessary to the manufacturing
process and cannot exceed $10 million.
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Qualifying projects must include: local support; acommitment either to pay wagesabove
the county manufacturing wage or 10 percent above the state average manufacturing wage or to
locate in an area of severe unemployment. Companiesare required to create a sufficient number
of jobsto impact thelocal economy (aminimum of six jobs per $1 million of bonds) and assure
that the new financing will not result in the company closing another North Carolina facility.
Currently, economic development in North Carolina enjoys substantial political support.

Ohio

The Ohio Department of Devel opment, through the Small-Project Pooled IDB Program,
issuestax-exempt industrial bondsto givelower cost financing to manufacturing companiesthat
are seeking to expand or relocate in Ohio. The Ohio Pooled Bond Program pools industrial
development bondstogether to accommodate smaller projects. Countiesand municipalitiescan
also issue industrial development bonds to private manufacturing companies for expansion or
relocation.

The Ohio Enterprise Bond Fund offers long-term, fixed rate financing for qualifying
industrial and commercial businessesin the state. This funding can be used for land, building,
machinery, or equipment. All borrowersreceive amarket interest rate that isfixed for thelife of
the bond. No participating lender is required.

Ohio offerstax abatementsfor property taxes and corporateincometaxes. Property taxes
are abated for amaximum of 15 years. Inadditionto these, Ohio hasaprograminitiated in 1993
called the Job Creation Tax Credit. This program provides a corporation franchise/income tax
credit to businesses creating at least 25 new jobs in Ohio. The tax credit is based upon a
percentage of the new state income tax revenue generated from the new jobs. This program is
executed through the Office of Tax Incentives.

Local authorities are obligated to submit an annual audit report. If thisis not done, the

agency isclassified asinactive. These programs are generally popular and the level of political
support is high.
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Pennsylvania

Industrial Development Bonds are issued through the Pennsylvania Economic
Development Financing Authority. This organization issues and sellsthe bonds, and then loans
the proceedsto finance land, equipment and buildings. Borrowersusually must havetheir loans
guaranteed by a bank. The targets of these bonds are manufacturing, non-profit, energy, solid
waste disposal, and transportation facilities. Retail businesses are not digible.

Companies are required to apply through Industrial Development Authorities and
Corporations. Thereis at least one of these in each of the counties and municipalities (local
governments may establish them as well). There are approximately 130 such agencies in
Pennsylvania

There are fairly strict guidelines for job creation and retention in these programs. For
manufacturing projects onejob must be retained or created for each $50,000 in bond financing.
For al other projects, the requirement is 10 jobs per project.

The Industrial Development Authorities are required to report the application, the job
expectations, the type of the project, and submit to annual audits. The PennsylvaniaBond Office
is presently devel oping more stringent reporting requirements. These programs are popular in
Pennsylvania and are generally non-controversial.

Texas

The issuance of IDBsis controlled by non-profit Industrial Development Corporations
(IDCs) which are set up by local government districts. In addition to manufacturing projects,
IDBscan be offered to commercial, retail, non-profit, and public facilitiesif the project islocated
in an area designated by the local agency as “developmental.” Bond proceeds may be used to
financeland, depreciable property, inventory, raw material's, and research and devel opment costs.
IDCs can aso craft various tax abatement incentives vialeaseback arrangements. There are no
reporting requirements of IDC activity and no controlsin placeto prevent onejurisdiction from
employing tax incentives to attract businesses from one part of the state to another. Currently,
IDCs enjoy broad-based support in Texas.
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Interstate Comparison: Summary Table

NY PA OH CT IL NJ Mi CA X NC MA
Level of Gov't that issuesIDBs State, State, State, State State, State State, State, State, State State
Loca Loca Local Loca Loca Local Local
Persona Income Tax Exemption yes no no no no no yes no N/A no no
Property Tax Abatement yes yes yes yes yes yes no no no no no
Sales Tax Abatement on Construction yes no no yes yes no no no no no no
Materias
Corporate Income Tax Abatement no yes yes yes yes no no no no no no
Mortgage Tax Abatement yes no no no yes no no no no no no
Max Time for Property Tax Abatement N/A 10 15 5 10 5 N/A 30 30 N/A 20
(yrs)
Uniform Schedule of Property Tax no no no yes no yes N/A no no yes no
Abatement
If Yes, Determined By N/A N/A N/A state N/A state N/A N/A N/A state N/A
IDB’s Offered for Manufacturing Projects yes yes yes yes yes yes yes yes yes yes yes
IDB’s Offered for Commercia Projects yes no no no no yes no no no no yes
IDB’s Offered for Retail Projects no no no no no yes no no no no yes
IDB’s Offered for Non-Profits yes yes no no no yes yes no no no yes
IDB’s Offered for Public Facilities yes yes yes yes no yes yes no no no yes
Standards for Job Creation/Retention no yes yes yes no case by no yes no yes no
case
Federally Taxable IRBs yes yes yes yes yes no yes yes yes yes yes
If Yes, are IDBs Subject to State Personal no yes yes yes yes N/A no yes N/A yes yes
Income Tax
Level of Political Support high high high high fair high high far high high high
Number of Local Authorities 127 130 250 N/A unknown N/A unknown unknown unknown N/A unknown
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Interstate Comparison: Summary Table

NY PA OH CT IL NJ MI CA X NC MA
Boundaries Established By locality city/ city/ N/A locality N/A bond city/ city/ county city/
county county issuer county county county
Governing Board Selected By locality local local N/A locality N/A appointed | local local N/A local
agency agency
Controlsto Prevent Pirating yes yes yes N/A no N/A yes no no N/A yes
Reporting Requirements yes yes yes N/A yes N/A yes yes no yes yes
Use of Sale/L easeback yes yes yes N/A yes N/A yes yes no no yes
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M ethodology

Reviewing and Augmenting Established Data Sources

I DA Annual Reports

Industrial development agencies are required to submit annual reports both to the Office
of the State Comptroller (OSC) and Empire State Development (ESD). Legislation passed in
1993 confersthe power on OSC to sanction agenciesthat do not comply. OSC has used its new
authority to ensure somelevel of reporting by all active agencies, although compliance with some
of the more difficult components of the report has been less than universal. The supplemental
schedule of the annual report includes data on projects by type (manufacturing, retail,
commercial, etc.), thedate of loan origination, principal amount, tax exemptions, and the number
of jobs created/retained.

Although this database contains considerable project information, key data elements to
complete this evaluation, such as site occupant and site address, were missing. To improve the
accuracy of datareported to OSC, CGR devel oped aquestionnairefor each active IDA, reprinting
relevant data for each project appearing in the OSC database. In addition to data on project
occupant(s) and address, CGR collected information on PILOT terms, project type, pre and post
project assessed value, and the 485b eligibility of each project. We received approximately 45
of these surveys back (representing ailmost 70 percent of total loan volume reported to OSC
between 1990 and 1995). A sample survey can befound in the appendix. Non-respondentswere
contacted by mail or fax at least three times and by phone at |east twice.

Department of Labor Unemployment | nsurance Records

A magjor element of the project involved comparing job creation and retention reported to
the | DA s and subsequently to OSC with the records maintained by the NY S Department of Labor
under contract to the US Department of Labor. Each firm covered by unemployment insurance
is required to report its payroll and employment on a periodic basis to the state. As away of
ensuring accurate and timely reporting, federal law prohibits the disclosure of records for
individua firms. The Center for Governmental Research and Empire State Devel opment entered
into an agreement with NY SDOL that permits accessto therecords of individua firms, provided
that any publication of findings conforms to the disclosure rules established by NYS DOL,
ensuring that confidentiality of individual records is maintained.
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With the assistance of the IDAsand NYS DOL, CGR attempted to measure changes in
employment levels at individual firms by reference to these unemployment insurance records.
CGR staff worked closaly with NY SDOL staff to analyze firm records, subsequently comparing
our findings to project reporting submitted by IDAs based on their contacts with aided firms.

Sales Tax Reportsto Taxation & Finance

Sincethe 1993 IDA legidation, information on salestax exemptions has been reported to
the NY S Department of Taxation and Finance by those firms receiving the salestax exemption.
Thisinformation is also submitted to OSC by IDAs in annual reports. Sales tax exemptions
reported to OSC were compared to information on total annual exemptions by project furnished
to CGR by the NY S Department of Taxation and Finance. CGR then summarized exemptions
by project and analyze this data in terms of jobs created and other tax abatements that accrued.

Workshops & Interviews
Regional DA Workshops

In February, March, and April of 1997, CGR and Mt. Auburn conducted regiona
workshops across the state. Every IDA in the state was invited to one or more of these
workshops. The meetings were held in Merrick, Elmira, Buffalo, Geneva, Syracuse, Albany,
Kingston, and Potsdam. Mt. Auburn staffed the Kingston and Albany meetingsand CGR staffed
the remaining. Attendance at these meetings was strong and discussions were often very
animated. These forums were crucial for devel oping agood rapport with the IDA directorsand
ensuring the high level of cooperation that was exhibited during thisstudy. These meetingswere
integral to our task of obtaining information and deepening our understanding of the complex
relationships among IDAs and their communities. A copy of the general agenda used for these
meetings is included in the appendix.
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| nterviews

CGR and Mt. Auburn staff have met with many individuals who have an interest in the
regulation of IDAsin the state. CGR made presentations to the NY S Economic Development
Council at their February 1997 legidative meeting in Albany at their Annual Meeting in
Cooperstownin May 1997. Staff also met withthe NY SEDC Executive Director, theNY SEDC
Board of Directors and discussed these issues with many IDA directorsindividually. CGR staff
also contacted or were contacted by many otherswho wereidentified as having aspecific interest
intheissueof IDA regulation. Theseinterviewsincluded someindividual s supporting thestatus
guo and some favoring a further limitation on IDA powers. Interviews completed include
Heather Bennett, Counsel to Senator William Larkin; Samuel Colman, Chair of Assembly Local
Government Committee; George Cregg, Hodgson, Russ and Goodyear; Dorothy Dooran,
AssemblyProgram and Council staff; Kevin Greiner, Commissioner of Planning, City of Buffalo;
Shawn Griffin, Harris, Beach & Wilcox; Sam Hoyt, NY S Assembly (Buffalo); Frank Mauro,
Executive Director of the Fiscal Policy Institute; Francis Pordum, former chair of the Assembly
L ocal Government Committee; MarshaV an Wagoner, Officeof the State Comptroller, New Y ork
City; Steve Williams, Legidative Director of the NY S School Boards Association; and severa
regional directorsof Empire State Development Corporation. Other NY S Senate staff wereasked
for interviews but demurred in favor of others already on the list of interviewees.

CGR also met with three IDAs individually: New Y ork City, Erie County and Monroe
County. CGR'’s separate meeting with the Monroe County staff was a matter of professional
courtesy to CGR’slocal agency. The meeting with ECIDA was scheduled at the request of the
IDA andin recognition of the volume and variety of activities undertaken by Erie County. New
York’ sIDA (managed by theNew Y ork City Economic Development Corporation) contendswith
more extensive reporting as required by NY C Local Law 69. Asthe largest and most complex
agency in the state, separate discussions with NY C EDC seemed prudent and necessary.

Fortunately, New Y ork City’sLocal Law 69 requiresalevel of record keeping that isfar

more comprehensive than what is required of other IDAs in the state. The project-by-project
supplemental survey used for other IDAs was unnecessary in New Y ork’s case.
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Questionnaires

Questionnaire of I DA Directors

Inorder to gain perspective onissues of community benefitsddlivered by IDAS, theimpact
of 1993 legidativereform, and key policy issuesbeing debated on the state level, we administered
asurvey to all IDA directors. The primary goa of this survey was to enable usto report on the
unique services that individual IDAs bring to their communities beyond their role in brokering
loan/lease transactions. We received approximately 45 of these surveys back. A copy of the
questionnaire isincluded in the appendix.

Questionnaire of Project Beneficiaries

Our third survey gathered information from project developers. In particular, we were
interested in obtaining information from devel opers on the importance of services provided by
IDASs to their siting decisions. This survey was drafted and administered by Mt. Auburn
Associates. The response rate for this survey was just over 30 percent. It was sent to 516
developers, with 152 surveys completed and 40 returned asundeliverable. A copy of the survey
instrument isincluded in the appendix.

Report Findings

This section of the report summarizes| DA project activity for the study period (1991-95),
then analyzes dataacquired for the projects according to the requirements of the 1993 legidation
(listed in the legidlation as elements a-h).

Summary of IDA Project Activity: 1991-1995

Measuring IDA activity isnot perfectly straightforward. AsIDAsuseamix of bondsand
sal e/l easeback arrangementsto aid businessesin their communities, both the value of bonds and
the number of projects help define the level of activity for a particular IDA. A table follows
listing al active IDAs a phabetically with number of projects of each type and the value of total
bondsissued inthisperiod. Thelargest IDAsby number of projects and by volume of bondsare
listed in graphical form following the table.
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Summary of Projects by Project Number and Bond Amount
1990-1995 IDA Projects

IDA

Albany Co.
Allegany Co.
Amherst
Amsterdam
Auburn
Babylon
Bethlehem
Brookhaven
Broome Co.
Carmel
Cattaraugus Co.
Champlain
Chautauqua Co.
Chemung Co.
City of Albany
Clarence
Clifton Park
Clinton Co.
Cohoes
Colonie
ColumbiaCo.
Concord
Corinth
Cortland Co.
Dutchess Co.
Erie Co.
Franklin Co.
Fulton Co.
Genesee Co.
Geneva

Glen Cove
Glens Falls
Greene Co.
Guilderland
Hamburg
Hempstead Town
Herkimer Co.
Hornell
Hudson

Idip Town
Jefferson Co.
Lancaster
Lewis Co.
Livingston Co.
L ockport
Madison Co.

# of Lease
Projects
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# of Bond
Projects
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Amount of Bonds

$5,975,000
$122,002,000
$173,468,704
$0
$8,300,000
$21,835,000
$392,000,000
$23,691,394
$28,336,000
$3,200,000
$134,545,000
$10,310,000
$26,226,170
$31,500,000
$76,874,000
$2,679,000
$15,694,619
$365,132,285
$22,320,000
$72,574,500
$15,395,000
$1,875,000
$0
$14,495,000
$39,145,000
$362,987,924
$62,737,181
$7,200,000
$77,574,088
$11,100,000
$17,181,850
$17,554,400
$3,000,000
$10,300,000
$6,317,867
$14,350,000
$31,600,000
$0

$265,000
$29,237,000
$34,611,111
$21,352,000
$175,650,000
$2,250,000
$1,600,000
$2,420,000



Summary of Projects by Project Number and Bond Amount
1990-1995 IDA Projects

#of Lease # of Bond
IDA Projects Projects Total Projects Amount of Bonds
Mechanicville 1 2 3 $7,600,000
Middletown 0 1 1 $0
Monroe Co. 40 51 91 $331,937,000
Montgomery Co. 0 8 8 $21,931,904
Nassau Co. 0 23 23 $201,958,228
New Rochelle 0 2 2 $12,955,000
New Y ork City 0 168 168 $2,121,319,010
Newburgh 0 1 1 $5,920,000
Niagara Co. 7 20 27 $294,852,263
Oneida Co. 3 6 9 $64,920,000
Onondaga Co. 10 19 29 $540,521,536
Ontario Co. 10 2 12 $7,385,000
Orange Co. 0 10 10 $126,506,415
Orleans County 7 1 8 $950,000
Oswego County 4 2 6 $75,200,000
Otsego Co. 1 0 1 $0
Poughkeepsie 0 2 2 $6,541,500
Renssel aer City 1 0 1 $0
Rensselaer Co. 4 6 10 $99,313,946
Rockland Co. 0 3 3 $11,700,000
Rotterdam 0 1 1 $8,000,000
Saratoga Co. 1 12 13 $185,831,096
Schenectady City 0 6 6 $27,061,500
Schenectady Co. 0 3 3 $9,170,000
Schoharie Co. 2 0 2 $0
Schuyler Co. 2 1 3 $3,300,000
Seneca Co. 1 1 2 $19,500,000
St. Lawrence Co. 1 12 13 $358,065,700
Steuben Co. 0 1 1 $2,800,000
Suffolk Co. 5 25 30 $665,220,279
Sullivan Co. 0 3 3 $50,310,000
Syracuse 5 20 25 $377,359,724
Tioga Co. 4 2 6 $4,900,000
Tompkins Co. 2 11 13 $38,702,293
Troy 0 5 5 $45,177,600
Ulster Co. 1 2 3 $3,975,000
Utica 0 10 10 $44,687,095
Warren/Wash 1 6 7 $114,417,040
Waterford 0 2 2 $40,900,000
Wayne Co. 16 2 18 $8,910,000
Westchester Co. 1 10 11 $378,890,000
Wyoming Co. 0 11 11 $8,160,000
Y ates Co. 0 2 2 $9,895,000
Y onkers 0 5 5 $25,775,000
Total 258 859 1117 $8,853,406,222

Source: Industrial Development Agency Annua Reports
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IDA Bond Activity 1990-95 IDA Project Activity 1990-95

IDAs With More Than 15 Projects

IDAs With Bond Activity > $100m

Nevg \?forlt gity— = 52,121 Erie C_O. - [ 1 ; ; ]
Onondaga o, - 541 New York City I ]
Westcﬁgge?hceén = Monroe Co. | I d
Syracuse t—=———8317 Amherst -
. Cllnécr)iré g:%. 7 B3ok Suffolk Co. {1
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Other statistics describing IDA activity in New Y ork follow in their appointed sections.

(a) Job Creation & Retention in the State

To many, the most important question that can be asked of an economic development
programissimply, “Did it create or preservejobs?’ Given the prominence of thisquestioninthe
minds of many, the consultant team spent the largest share of its time and budget attempting to
resolve conflicting answers to the question with respect to the state's IDAs. Our findings are,
unfortunately, inconclusive. At the present time, we believethat thereisno reliable way to report
job creation and retention by IDAs. As agreed to in CGR’s contract with Empire State
Development, we rigorously examined two sources of information on job creation, IDA annual
reports as submitted to the Office of the State Comptroller and unemployment insurance
reporting to NY S Department of Labor. Asdiscussed in greater detail below, both sources of
data have shortcomingsthat, in our judgment, render them unreliable for thisevaluation. Were
weto includeinformation on IDA projectsfrom either source, we would be misrepresenting the
true picture of job creation and retention.

Weneither state nor imply that industrial devel opment agencies misrepresent job creation
and retention or that NYS Department of Labor statistics on employment are in error.
Unfortunately, each IDA gathersand reportsinformation in different ways, interpreting the OSC
annual report request differently. When aggregated, these reported statistics lose their validity.
Similarly, the NY S Department of Labor unemployment insurance records are gathered and
maintained for the purpose of supporting the unemployment insurance system. Data collection
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procedures that reliably fulfill this mission leave gaps in the data when we attempt to use them
to monitor site-by-site employment.

This said, there is a great deal that can and should be done in the future to improve the
consistency and reliability of thisreporting process, ensuring that afuture evaluation can report
job creationand retention with confidence. Specificrecommendationsregarding project reporting
are addressed in detail in the Policy Recommendations section of the report.

Westrongly urge Empire State Devel opment to conveneadial ogue aimed at rationalizing,
smplifying and standardizing IDA reporting that would include the Legidature, NY S Economic
Development Council, the Office of the State Comptroller and the Department of Taxation and
Finance.? CGR offersto participate in the initial stages of these discussions.

Job Creation & Retention Reported to OSC

IDA annual reports, as submitted to the Office of the State Comptroller, include job
creation information provided to the IDAs from the firms they assist. While we found no
evidencethat IDAs falsify or inflate these statistics, we still have serious reservations about the
guality of the summary statistics reported from this source. Our concerns are as follows:

Definitions of individual fields in the report form developed and administered by the
Office of the State Comptroller up 1995 (the end point of our study period) are subject
to multiple interpretations. OSC'’s Supplemental Schedule requested that IDAS report
number of jobs created and number of jobs retained. However, because OSC did not
specifyfull-timevs. part-timejobs, theannual number of jobscreated/retained vs. number
over thelife of the project, or permanent vs. temporary/construction jobs, thisrequest was
interpreted differently by the variousIDAs. OSC recognizesthe problem and in an effort
to remedy it therevised Supplemental Schedul erequestssix separate piecesof information
related to employment: Number of FTE employeesat |ocation before IDA status, original
estimate of jobsto be created, original estimate of jobsto be retained, number of current

2We further recommend that NY C's Economic Development Corporation be represented. As the volume of
data managed by NY C EDC is vastly greater than that of other IDAs in the state, NY C EDC staff have more
experience with data collection, analysis and reporting than other IDAS.
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FTE employees, number of FTE jobs created during the fiscal year, and number of
construction jobs created during the fiscal year.

Most IDAs obtained the information requested by OSC (regardless of how this
information was interpreted) by sending questionnaires to participating firms. The
willingness of firmsto respond to these questionnaires varies, aswith any survey. CGR
contacted the largest IDAs in the state and found that each pursues a slightly different
procedure for gathering and reporting employment creation. Onelarge DA reportsa60
percent response rate. While quite acceptable for opinion polling, information on 60
percent of diverse projectsdoesn’t permit useful estimation of the remaining 40 percent,
although IDAss often estimate missing data for firmsthat do not report. Othersreported
similar responseratesto mailed surveys, but follow-up by telephone and increase the total
response rate to 85-90 percent. New Y ork City requires compliance with employment
reporting in loan documents, threatening default for firms that are uncooperative. Asa
result, they report job creation for virtually every project.

IDAs adopt adifferent approach to datathat are missing. Somereport either the result of
asurvey or an estimate based on prior information for every project. Others leave the
gpace on the OSC form blank when they have been unabl e to secure current information.
The OSC report does not, however, distinguish between missing dataand zeros. If anIDA
does not report job creation on an established project, thefield isleft blank and isread as
azero.

Theperiod of reporting variessubstantially acrossIDAs. Somesend questionnairesasking

for employment as of the end of the calendar year. Others specify employment as of June
30.

After extensivereview and manipulation of these dataand innumerable callsto individual

IDAs and business firms, CGR reluctantly concludes that the data reported to OSC on the IDA
annua reports are unreliable. Rather than releasing data we believe to be substantially
mideading, we believe that our responsibility in this instance is to offer suggestions for
improvement of data collection methods, not issue a report in which we lack confidence.
Recommendationsinthe Policy Recommendations section bel ow lay out the conditionsthat must
accrueif these data are to be considered reliable in future evaluations®.

3CGR'sorigina proposal for this evaluation specified that the IDA annual reports, as submitted to OSC, would
be the basis for job creation reporting and that these statistics would be verified against NY S Department of
Labor’ s unemployment insurance reporting. While the L egidature asked that the report summarize job creation
and retention associated with IDA activities, we find ourselves unable to comply without auditing project-by-
project results, which is beyond the scope of our contract with Empire State Devel opment.
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Using Unemployment I nsurance Reporting to Augment | DA Reports

Presuming that information presented on OSC reports was itself consistent, CGR
proposed to compare job creation reported by project by IDASsto job creation reported by firm
to NYS Department of Labor. A substantial portion of CGR’s total effort was devoted to
acquiring and analyzing unemployment insurance information by IDA project.

To obtain these data, CGR worked closely with the NY S Department of Labor and the
state’ s industrial development agencies. The first task was obtaining alist of firms associated
with DA projects, giventhat IDA annual reportsincludeinformation on the project beneficiaries
(the de facto project owners), not actua site occupants. CGR contacted each active IDA and
requested alist of site occupantsfor each reported project. Simultaneously, DOL and CGR used
site addresses to identify firms conducting business at the project site.

While most IDASs were very cooperative, some chose not to respond after repeated
requests. For projects sponsored by those IDAs that did not respond to our survey, information
gleaned from site addresses had to suffice. With neither federal tax ID number nor the state
employment registration number (ERNO) available, thefirst task for NY SDOL wasto match the
site occupant nameto the ERNO. Using both the reported firm name and the site address, DOL
matched namesto theto therecords of individua firmsin DOL’ sunemployment insurance (ES-
202) filesfor 1989-1995.

The process of matching projectsto firms occurred in severa rounds, with firm namesand
DOL information going back and forth between DOL and CGR. Ultimately, Department of Labor
and CGR were able to identify at least one occupant for 309 of the 1,128 sites (involving 673
firms) included in the OSC database covering the period 1991-1995.

CGR encountered anumber of serious obstacles during this process of matching firmsto
gtes DOL’sES-202 dataare not gathered for the purpose of doing thistype of analysis. TheES-
202 database is built upon the unemployment insurance reporting of individual firms. The
database has several limitations, some more serious than others.
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The database excludes sole proprietors. Given the nature of typical IDA projects, this
should present no particular difficulty.

Firms are not legally obligated to provide site information for multi-site firms, only for
statewide employment.* It is for this reason that, in 1996, the NYC Economic
Development Corporation discontinued its practice of requiring firmsto send copies of
the employment information furnished to DOL (submitted on a form designated |A-5).
Of firmsaided by IDAS, the proportion of multi-sitefirmsisquite high, particularly soin
New York City. DOL is aware of the problem and developed the Multiple Worksite
Report to account for it. Thisisaparallel system of reporting for multi-sitefirms. While
compliancewith unemployment insurancereportingismandatory (with penaltiesfor non-
compliance), the system of reporting employment by site is purely voluntary. In some
cases, the assgnment of employment to sites appeared to be somewhat arbitrary. DOL has
no way of verifying data provided by individual firms and cannot require that reporting
firms assign sufficient resources to the reporting process to ensure accuracy, although
DOL does verify that employment reported on the Multiple Worksite Report match the
total reported on the form 1A-5, Employer Report on Contributions.

It isnot uncommon for firms (even if they have only asingle business site) to have billing
addresses that differ from the site address and to have more than a single name. Firms
need only file abusiness name with their county (called a“doing-business-as’ or “DBA”

filing) to do business under a name that is different from the name of the parent
partnership or corporation. Thus*“Bosham, Williamsand Courtney, LLP’ might filewith
the Department of Labor under the address of one of the partners, yet do business a a
different address under the name, “ Precision Milling and Manufacturing.” Thisaccounts
for alarge share of the projectsin which DOL and CGR were unable to find the name
reported by the IDA in the ES202 database.

Even when the name of the firm received from the IDA appeared to match the firminthe
ES202 database, the address was often different. The addressinthe DOL datafileisthe

address of record for unemployment insurance reporting. As firms often use agents
(payroll processing and accounting firms, for example) to manage the recordkeeping

“Employment totals for individua counties and metropolitan areas reported by the NY S Department of Labor
to the public are different from the raw values in the ES202 database. Before publically releasing employment
totals, DOL adjustsindividual records using other sources of information and estimation procedures to account
for the actual location of employment (and other weaknesses of the ES202 series). The official record of
employment is called the “current employment” or “CES’ series, as distinguished from the ES202 series,
generaly referred to as “ employment covered by unemployment compensation” or the “ covered employment”
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process with the state, it was common to find an out-of-state addressin thisfield. Even
when the address was in New York, it may have been in a different community or a
completely different region of the state. Thus many of the records that appear to match
IDA project sites may still not be a match.

A large number of projectsinvolve asite with multipletenants. The problems associated
with matching firmsto projectsisthus multiplied many times. If we are unableto locate
asingle tenant in a building, the employment series for the site becomes unreliable.
Employment through contract worker agencies, even if long-lasting, isrecorded in DOL
records according to the name and address of the agency, not the work site. As this
method of employment is becoming more common, there may be someinstances among
IDA projects in which employment reported by reference to DOL records is less than
actual site employment.

For the reasons enumerated above, even data for the 309 projects with some tie to a
business site in the ES202 database remain questionable. Just aswe concluded in our review of
the IDA annual reports, we believe that a greater disservice would be done to al stakeholders
were CGR to release data of questionable validity.

(b) Value of Tax Exemptions Provided by Agencies & Authorities

Sales Tax Exemptions

Inour discussionswith IDA officials, welearned that IDAsdid not al have accessto this
information and that data provided was obtained in a number of different ways. Some IDASs
simply requirethat project beneficiaries submit acopy of the form sent to Taxation and Finance.
In other cases, IDASs surveyed project beneficiaries separately. Inyet other cases, IDA directors
indicated that they estimate salestax exemptions based on the value of the project. Overall, IDA
directors expressed little confidence in the accuracy of the numbersthey reported to the state. Of
1,128 projects reported to OSC by IDASs, 205 projects include information on sales tax
exemptions. Thisreflectsthefact that salestax reporting by IDAsisacurrent year statistic. Many
IDASs report salestax exemptionsonly for thefirst year of aproject, assuming that the exemption
granted in later yearsisvery small or zero.

With the assistance of the NYS Department of Taxation and Finance (T&F), CGR
analyzed sales tax exemption total s reported by designated agents (usually the project owner) to
T&F on Form ST-340. The 1995 sales tax exemptions claimed by agents were subsequently
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tallied by IDA for 1994 and 1995 projects. Thisinformation was compared to that which was
reported to the State Comptroller’ s Office.

The same problem encountered when attempting to match projectsto businessfirmsinthe
ES202 database occurred with the sales tax analysis. Because there is no reliable system to
identify projects on the ST-340, CGR had to attempt to match project names between the OSC
database (developed from IDA Annual Reports) and the data files supplied by T&F. We were
successful at matching only 146 projects with any confidence.

The gap between sales tax exemptions reported to OSC on IDA annual reports and those
reported to T&F is substantial. Unfortunately, once again we reluctantly must conclude that
neither source provides uswith accurate information on the size of salestax exemptions granted
by IDA projects. IDAs acknowledge that they are unable to report accurately. For projectsin
which CGR was ableto match T& F and OSC records with confidence, 77 were either exactly the
same or close. In 69 cases, the two numbers varied by more than 50 percent. Asageneral rule,
the IDA estimates were less than statistics reported directly to T&F. In 128 cases, sales tax
reporting to T& F was higher than the figure estimated by the IDA. The T& F files indicate that
for 201 projects (through 1995), salestax exemptionstotaled $113 million, well abovethetotal
reported to OSC on the IDA annual reports ($79 million and 203 projects).

Further investigation of individual project differences revealed that project beneficiaries
frequently misunderstood Form ST-340, reporting the entire value of purchases instead of the
value of the salestax exemption granted. In one case, the IDA estimated a sales tax exemption
of $386,436 while the project beneficiary reported $6,223,242—on a $6.6 million project. A
representative of thefirm confirmed CGR’ ssuspicions: Theentire value of purchased materials
had been reported as the value of the tax exemption. This suggests that T&F might consider
changing the form by asking only that the total value of the sale be reported. T&F could then
apply the appropriate tax rate based on the county of sale and calculate the sales tax exemption
granted.

In some cases, information reported to either the IDA or T&F by the project beneficiary
isreliable. When aproject ismanaged by ageneral contractor, al billsfor materialsflow through
the general contractor, thus enabling one party to gather information on all salestax exemptions
claimed on the project. In other cases, project beneficiaries may not bein any better position to
know the total value of the tax exemption than the IDAs. In another significant discrepancy
between the two reported numbers, the project beneficiary reported $144,731 while the IDA
estimated $8,000. In thisinstance, the project beneficiary acknowledged that their company has
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no process for gathering tax exemptions received from their contractors. The amount that was
included in the form isjust an estimate based on the expected volume of sales. In the words of
this owner, “you might as well pay the sales tax as spend all that money keeping track of how
much you saved.”

Another project beneficiary painted the same picture. He reported that giving the tax
exemption|etter to acontractor was*“aleap of faith” and that they didn’t know how theletter was
used or how much of a sales tax exemption was obtained. In his case, he estimated the total by
assuming that materials constituted 40 percent of a contractor’ s bill and multiplied that total by
8 percent. In another case, the company representative described in detail the system used to
capture salestax exemptions on purchases made directly by the company, but acknowledged that
they had no system for measuring sales tax exemptions claimed by sub-contractors.

Thusboth salestax exemptions reported to OSC by the IDAs and exemptions reported to
T&F by project beneficiaries appear to be estimates. In the cases in which the OSC and T&F
numbersagree, it only provesthat they came from the same source, not that the common number
iscorrect. Some IDAswisealy require project beneficiariesto supply the IDA with copies of the
ST-340 form, ensuring unanimity but not accuracy. Certainly some of these numbers are
precisaly correct. Our interviewswith project beneficiariesand IDA directorssuggeststhat many,
perhaps most, are not.
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Sales Tax Exemptions Reported to OSC Sales Tax Exemptions Reported to OSC

Total SalesTax Number of Total SalesTax Number of

IDA Exemptions  Projects IDA Exemptions  Projects
Albany Co. $0 0 Middletown $0 0
Allegany Co. $0 0 Monroe Co. $2,642,992 27
Amherst $623,270 9 Montgomery Co. $74,731 1
Amsterdam $0 0 Nassau Co. $1,528,116 5
Auburn $0 0 New Rochelle $0 0
Babylon $0 0 New York City $50,538,880 27
Bethlehem $99,230 1 Newburgh $0 0
Brookhaven $245,882 2 Niagara Co. $1,070,085 5
Broome Co. $495,392 4 Oneida Co. $3,476,855 4
Carmel $0 0 Onondaga Co. $292,670 3
Cattaraugus Co. $447,168 8 Ontario Co. $436,814 7
Champlain $0 0 Orange Co. $2,144 1
Chautauqua Co. $410,337 6 Orleans County $43,996 5
Chemung Co. $0 0 Oswego County $0 0
City of Albany $79,000 1 Otsego Co. $6,563 1
Clarence $100,654 3 Poughkeepsie $1,088 1
Clifton Park $219,520 2 Rensselaer City $0 0
Clinton Co. $171,472 2 Rensselaer Co. $0 0
Cohoes $0 0 Rockland Co. $0 0
Colonie $0 0 Rotterdam $0 0
Columbia Co. $25,000 1 Saratoga Co. $736,932 5
Concord $0 0 Schenectady City $327,633 4
Corinth $10,000 1 Schenectady Co. $0 0
Cortland Co. $0 0 Schoharie Co. $0 0
Dutchess Co. $6,141,096 3 Schuyler Co. $0 0
Erie Co. $2,697,232 25 Seneca Co. $0 0
Franklin Co. $0 0 St. Lawrence Co. $369,202 2
Fulton Co. $645,564 4 Steuben Co. $0 0
Genesee Co. $0 0 Suffolk Co. $3,311,554 10
Geneva $0 0 Sullivan Co. $0 0
Glen Cove $0 0 Syracuse $213,500 2
Glens Falls $0 0 Tioga Co. $16,063 2
Greene Co. $0 0 Tompkins Co. $418,600 1
Guilderland $0 0 Troy $0 0
Hamburg $0 0 Ulster Co. $23,243 1
Hempstead Town $0 0 Utica $468,860 3
Herkimer Co. $0 0 Warren/Wash $5,460 1
Hornell $72,000 1 Waterford $175,000 1
Hudson $0 0 Wayne Co. $94,156 5
Idip Town $0 0 Westchester Co. $230,779 2
Jefferson Co. $0 0 Wyoming Co. $28,948 2
Lancaster $0 0 Y ates Co. $0 0
Lewis Co. $0 0 Y onkers $0 0
Livingston Co. $0 0 Total $79,137,631 203
Lockport $0 0

Madison Co. $0 0

Mechanicville $119,950 2
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What Do | DA Tax Expenditures Cost?

This section examines the net tax expenditure for a sample of IDA projects. Thislist
includes avariety of projectsfrom different IDAsand regions, al of which are believed to have
created employment. The selection was not random, however, as we were constrained by
availableinformation onindividual projects. Thusthe selected projectsareillustrative, not truly
representative.

The period for analysisfor al projectswas 20 years. This period was chosen asthiswas
thelength of thelongest PILOT agreement inthe sample set. Equity demandsthat an equal period
of analysis be applied to every project. Cash flowsreceived at different periods of time during
the 20 year time horizon were converted to a present value using a discount rate of six percent.

Estimated public sector costsincludelocal property tax, stateand local sal estax, mortgage
recording tax, and NY S personal incometax (PIT) abatements. Information that would reveal the
identify of individual firms has been suppressed. Using employment total s reported to OSC by
the IDASs, CGR estimated NY S personal income tax and both state and local sales tax for each
project as an offset to the tax expenditure estimates.

Cost v. Benefit. Our task was to total the “tax expenditure’ of each of the selected
projects—how much tax revenueislost asaresult of the projects. Supportersof IDA incentives
guite rightly point out that the tax revenue received over the life of an IDA project istypicaly
much greater than would have been received in the absence of the project, despite the relative
reduction in taxation that occurs as aresult of the PILOT agreement.

Disagreement over the value of IDA projects centers, therefore, on thelikelihood that the
project would have occurred in the absence of the IDA incentive. If the project would have
occurred without the IDA incentive, then the tax expenditureis a pure loss to the state and local
community. If, however, the project would not have gone forward, then the community would
havelost not only the jobs, but theincreasein tax baseaswell. What share of the sample projects
would have occurred in the absence of their respective IDAs is unknown. However, assuming
that the data gathered from the Mt. Auburn survey of project beneficiariesisrepresentative of the
whole (as we believe it is), we would estimate that at least 30 percent of total projects would
have conferred no benefit whatsoever to the state either by being canceled or by being sited out
of state. An additional 45 percent of projects would have been either scaled back or delayed (or
both). The results of this survey are discussed in greater detail €l sewherein this report.
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Comparing Property Taxes or PILOT Payments Received With & Without the Project.
For asample of IDA projects that includes large and small IDAs and a cross-section of regions,
CGR estimated property tax abatements over thelife of the project, subtracting thisfrom property
tax payments that would have been received on the property value added to the project site. We
assumethat in the absence of the project, the prior level of tax receiptswould have continued, but
that the increase in site value would not have occurred. Taxes paid prior to the project were
determined by reference to the pre—project equalized value.

CGR dso considered theimpact of RPTL 8485b on the subject properties. Where 8485b
applied, CGR estimated the tax abatement that would have applied in the absence of IDA
involvement and subtracted the 8485b abatement from the tax expenditure reported.

The pre and post-proj ect assessed values were gathered by CGR from local assessorsand
thelDAs, then were equalized by CGR using NY S Office of Real Property Services equalization
ratesfor individual years. The 1996 tax rate on equalized value was applied to determine taxes
paidintheabsenceof aPILOT agreement. Depending upon respective PILOT provisions, yearly
abatement percentagesreported by IDAswere applied elther to the estimated tax liability on value
added or to the estimated tax liability of the entire post-project assessed value. In severa cases,
we were furnished with a schedule of actual PILOT payments. For these cases, it was still
necessary to estimate the tax liability on which those payments were based. The net reported
below isbased on a 20 year period. 1n some cases, the PILOT agreement extends for the entire
period. Inothers, the PILOT period isshorter and actual property tax paymentsfor the remaining
years were estimated based on current tax rates and equalized values.

Each of the sample projects increased the equalized value of the subject property. The
individual value increase by project letter islisted in the table below.

Project Property D $3150,485 L $30,654,955 T $328,272
E $3163916 M $147,700 U $362,422

Value $801,654 N $156,389  V $764,676

Added G $381,700 O $10,166,104 W $2,016,106

H $960,797 P $4,285279 X $1,200,000

A $717,615 $293367 Q $3,454,039 Y $1,460,060
B $4,731,292 $953,051 R $342,679 Z $996,017
c $2,223891 $6,127,652 S $67,775,000  AA $3,940,618
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Sales Tax. The sum of sales tax exemptions reported to NY S Department of Tax and
Finance in 1995 on IDA projects was four percent of thetotal bond amount. While actual sales
tax exemptions on the selected projects surely differs from that average, CGR was unable to
match these particular projects to sales tax exemptions reported to T& F (see discussion below
onthe system for gathering information on salestax exemptions). For |easeback transactions, we
substituted the difference between pre-project and post-project equalized value for the bond
amount.

Mortgage Recording Tax. To calculate the value of mortgage tax exemptions, we
reasoned that project mortgages were likely to be equal to the value of the bonds for bond
projects or the increase in assessment for sale/leasebacks. Thisisan overestimate of the cost of
the mortgage recording tax for two reasons. First, we assumed that al projectsin our sample
were had mortgages, which was surely not true. Second, many projects involve the purchase of
substantial amounts of tangible personal property which would not be subject to the mortgage
recording tax. Thisoverestimate of the value of the mortgage tax abatement was cal culated by
applying individual county mortgage recording tax rates. These were either 0.75 or 1 percent.

Personal Income Tax. Personal income tax exemptions on interest income earned from
IDA bondswere estimated for all bonds associated with the projectsin our sample. To the extent
that these bonds are purchased by corporations or tax exempt organizations without aNY S tax
liability, our estimates will be inaccurate.

First, the interest paid out by each bond was cal culated annually for the life of the bond.
None of the selected projectsissued federally tax exempt bonds, so theinterest rate selected was
the average rate on long term high grade (Moody’ s Aaa) corporate bonds.®

Theinterest rate applied was based on the project year as reported to OSC. Then, total
annual personal incometax abatementsgranted to individual shol ding these bondswere estimated
using thetop NYSPIT tax rate on interest income. Abatement amounts were tallied, converted
to present value as of thefirst year of the bond, and then converted to 1996 dollars, matching the
1996 basis used for property tax abatements.

*We did not assume that the interest rate was reduced due to the exemption from NY S taxation as we were told
be severd responsible sources in the financial community that the federally-taxable IDA bonds were generally
purchased by ingtitutions, many of which were located outside the state and not subject to NY Staxation. This,
of course, raises the question of whether the exemption from NY S personal income taxation actually costs the
state revenue. By assuming that all the bonds are held by NY S taxpayers, we are overestimating the tax
expenditure of IDA bonding.
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Investment bankers stated to CGR that a large proportion of these bonds are normally
purchased by institutions and individualsliving out of state. To the extent that bond holders have
no NY S tax liability, the tax-exempt status of these bonds is irredlevant. As confirmation, the
marketplace does not assign alower interest rate to these bond issues, suggesting that the value
of the tax exemption to bond holders is limited. This implies that the tax expenditure is
overestimated in our analyses.

NYS Tax Collections. Using project job creation to date as reported to OSC, CGR
assumed that the state would net 6.49 percent of theincreasein total wages. Wageswere based
on the average manufacturing wage ($27,114) as reported by NYS DOL for 1996. Taxes paid
are based on areport prepared by NY S Taxation and Finance, Office of Tax Policy Analysis,
which indicatesthat total tax collectionsin 1996 constituted $64.94 per $1000 personal income.
CGR did not estimate the impact of added employment on local tax collections.

Tax Expenditure per Job. A
summary of the tax abatements cal cul ated Tax E;Ei;‘?;ﬂ;egzr Job
for our sample 164
projectsfollows. Cost per job is provided 1‘2‘:
using employment reported to OSC. The %10—
figuretotherightillustratesthewiderange 3 ° ]
of values for the cost per job created. §4— o o
Without including any offsetting fiscal | [ 2] ] | mpym) |
benefit, costs range from about $600 per <$10,000 $10-20'000ci23?-32§%%0b$40-60'000 >$60,000
jobtodightly over $1 million per job. This
vast range aso highlights the fact that IDA
proj ects have many purposes. Thefour most expensive projects (from acost per job perspective)
were al highly capital intensive projectsin which job creation on site was desirable, but not the
primary goa of the project. Thelargest project, for example, isaco-generation project intended
to preserve the viability of anearby manufacturing site.

|£| Note: Assumes no offsetting fiscal benefit
for IDA projects. Employs job creation 1
estimates provided by IDAs.

Note that this quantification of fiscal benefits does not take into account the number of
jobs retained, only the number created. In some cases, good projects can actually result in the
retention of asmaller workforce, which would be reported to DOL asaloss of employment. In
some cases, the benefit of the project istheripple effect on the neighborhood or municipality in
which the investment has taken place.
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When the state tax benefits accruing from increased employment are added, the cost per
jobfalsto zerofor al but ahandful of these projects. The addition of local tax revenueto these
calculations would reinforce the same finding.

Summary. Our findings are only illustrative. As has been exhaustively discussed
elsawhere in this report, we have little confidence in the job creation statistics used in our
analysis. Without better datait isimpossibleto cometo firm conclusions about the relative cost
of job creation. Nonetheless, we are much more confident about statistics demonstrating a
significant increase in property value among IDA projects. Our survey dataindicatesthat most
of the projects undertaken by IDAswould not have moved forward at all or at the same scale or
timing without IDA assistance. The property tax abatements provided to project beneficiaries
seem asmall priceto pay for the substantial and permanent increase in tax base received by the
sponsoring municipalities.

Empire State Development and New York City’s EDC both have procedures for
estimating the net benefit of prospective projectsunder review. Legidation passed in the summer
of 1997 (NY SBill A08448) requiresthat project applications “include an analysis of the costs
and benefits of the proposed project” (A.08448 83). CGR endorsesthisconceptually, although
with two caveats. First, we do not recommend that the calculation of costs and benefits be the
exclusiveresponsbility of project owners. Thisisavery difficult task and requires considerable
familiarity with local taxation for the end product to be remotely reliable. Weurge NYSEDC
to work with ESD to adapt the ESD model for widespread use. The common application of a
simple economic model will force consistency in the collection and application of key data
elements, dramatically improving the quality of subsequent evaluations. Without the use of a
consistent and carefully-designed model, this addition to the IDA statute will only confuse a
complicated situation still further. Second, we recommend that the legislature amend the statute
to apply the requirement only to for-profit projects. IDASs are often used as conduits for civic
facility financing. Applying the cost-benefit analysis tool in these instances makes little sense.
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Summary of Tax Expendituresfor Sample I DA Projects (Over 20 Years)

Project

PILOT & Tax
Payments on
Vaue Added

rXCTIEOTTMOOT>

pN<xg<CcH0DOTVOZZ

Property Taxeq

Abated

$143,145
$914,705
$443,608
$628,440
$631,119
$90,554
$56,691
$185,752
$53,647
$190,589
$2,498,413
$5,575,763

$45,669
$23,668
$3,662,156
$1,431,309
$1,541,300
$108,577
$21,210,047
$68,288
$60,654
$159,070
$297,103
$404,292
$576,854
$224,825
$731,159

$83,083
$576,839
$257,475
$364,753
$366,308
$162,168
$63,640
$117,140
$96,074
$120,191
$391,900
$6,827,324

$14,557
$19,310
$869,092
$305,716
$0
$50,962
$12,022,688
$69,520
$61,748
$161,940
$172,442
$184,115
$139,070
$53,355
$369,426

$43,391
$286,078
$134,468
$190,494
$191,306
$48,472
$23,079
$58,095
$28,717
$59,608
$554,361
$2,377,213

$11,551
nalpartia
$869,092
$305,716

na

$30,600
$4,030,283
$26,432
$23,477
$61,570

na-not eligible

$84,249
$134,537
$66,696
$285,837

SalesTaxed Mortgage] PIT Taxed Tota Tax| Jobs| NYST Net Tax| Ttl Taq] Net Tax

Abated Rec. Tax Abated Expenditure Revenuefro Expend
Abat New Job jold
$39,693  $70,000 $17,500 $28,444  $199,027 58 $1,171,364 ($1,115,482)  $3,431 $0
$290,761 $120,000 $30,000 $90,429  $817,268 31 $626,074 ($723,510) $26,363 $0
$123,007 $120,000 $30,000 $131,165  $538,640 21 $424,114  ($329,083) $25,650 $0
$174,259 $276,000 $69,000 $207,986  $917,740 381 $7,694,647 ($7,405,348)  $2,409 $0
$175,002 $152,000 $38,000 $146,675  $702,983 140 $2,827,429 ($2,755,565)  $5,021 $0
$113,696  $18,000 $4,500 $15,400 $200,068 125 $2,524,491 ($2,414,976)  $1,601 $0
$40,561  $15,200 $3,800 $11,454 $94,094 11 $222,155 ($184,752)  $8,554 $0
$59,046  $38,000 $9,500 $34,720  $199,360 1 $20,196 ($6,588) $199,360 $0
$67,358  $11,735 $2,200 $0  $110,009 2 $40,392 $15,970 $55,005 $7,985
$60,583  $45,000 $11,250 $30,125  $206,566 11 $222,155 ($206,178) $18,779 $0
($162,461) $414,600 $77,738 $514,795 $1,399,032 140 $2,827,429 ($3,926,811)  $9,993 $0
$4,450,110 $2,853,164 $713,291 $3,542,676 $13,936,455 13 $262,547 $8,098,145 $1,072,035 $622,93
4
$3,006 $5,908 $1,108 $0 $21,573 35 $706,857 ($730,953) $616 $0
na/partial $6,256 $1,564 $0 $27,130 10 $201,959 ($198,498) $2,713 $0
$0 $406,644 $101,661 $0 $1,377,397 7 $141,371 ($2,426,130) $196,771 $0
$0 $240,000 $60,000 $160,321  $766,038 33 $666,466 ($1,331,736) $23,213 $0
$0 $138,162 $0 $0  $138,162 65 $1,312,735 ($2,715,874)  $2,126 $0
$20,362  $13,707 $2,570 $0 $67,239 34 $686,661 ($728,000) $1,978 $0
$7,992,405 $2,508,000 $470,250 $0 $15,000,938 15 $302,939 ($6,512,048)$1,000,063 $0
$43,088 $13,131 $3,283 $0 $85,934 13 $262,547 ($244,902)  $6,610 $0
$38,271  $14,497 $3,624 $0 $79,869 13 $262,547 ($243,332)  $6,144 $0
$100,370  $30,587 $7,647 $0  $200,174 59 $1,191,560 ($1,150,456)  $3,393 $0
$172,442 $122,000 $30,500 $30,125  $355,067 95 $1,918,613 ($1,860,649)  $3,738 $0
$99,866  $48,000 $9,000 $0  $241,115 108 $2,181,160 ($2,344,336)  $2,233 $0
$4,533  $58,402 $10,950 $0  $208,423 17 $343,331 ($711,763) $12,260 $0
($13,341) $57,480 $14,370 $0  $125,205 14 $282,743 ($382,363)  $8,943 $0
$83,589 $1,040,000 $195,000 $0 $1,604,426 75 $1,514,694 ($641,428) $21,392 $0
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(c) Value of Payments Received in Lieu of Taxes (PILOT)

Atraditional property tax abatement agreement invol vesthe partial forgivenessof property
tax payments, usually on a schedule that requires the project beneficiary to dowly increase
payments over a period of years. The cost of these agreements to the public depends on severa
things. The smplest definition of the “tax expenditure” examines the difference between taxes
paid under the PILOT agreement and taxes that would have been paid were the project fully
entered on thetax rolls. Y et an accurate comparison must consider the fact that, in some cases,
the project would not have occurred in the absence of the property tax abatement or that the
project would have been delayed or reduced in scale.

Were Property Tax Abatements Necessary?

Without I DA, ThisProject Would Have. .. CGR explored thelikelihood that individual
projects would have been undertaken in the absence of financial incentives through a survey of
project beneficiaries, conducted by team member Mt. Auburn Associates. Of all projects begun
in 1994 or 1995, 212 project beneficiaries responded to the survey (aresponse rate of about 44
percent) and 192 to this question. The expected outcomes, had the IDA financing not been
available, varied. Onethird of therespondentsfelt they would have devel oped the project anyway,
although only 20 percent would have undertaken the project in the samelocation. Five percent
would have sited the project in another community within the state, and nine percent would have
moved the project outside New Y ork State. Another 45 percent reported that they would delayed,
scaled back or both delayed and scaled back their projects. Finally, 21 percent would have
canceled the project altogether.

When different subsets of the sample set are examined separately, the resultsdon’t change
appreciably. Despitethetypeof IDA, the numbersremain roughly the same. Only when project
purpose is examined do differences appear. Civic facility projects depend more heavily on IDA
financing than other types of projects. Only 11 percent of projects would move forward
unhindered without IDA assistance. Respondentsindicated that 43 percent of projectswould be
canceled out of hand. Naturally, no civic facility projects would have moved to another NY S
community.

Expected Outcome Without | DA Financing: By Typeof IDA
All Large Med/omall County Sub-County
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Canceled Project or Developed Outside NY State 26% 29% 31% 29% 33%
Scaled Back the Project, Delayed the Project or Both 45%  45% 42% 46% 40%
Developed the Project in Another Community in NY 5% 5% 4% 4% 5%
State

Devel oped the Project in the Same Location 20% 20% 24% 21% 22%
Total Respondents 192 119 72 136 55

NOTE: “Large’ IDAsincludethelargest 15 IDAS, defined jointly by project volume and bonding
activity.

Expected Outcome Without | DA Financing: By Project Purpose

Mfg Service Civic Trade FIRE Trans
Facilit portation
i

Canceled Project or Developed Outside NY State 27% 24% 43% 23% 40% 78%
Scaled Back the Project, Delayed the Project or 47% 54% 46% 27% 30% 0%
Both
Developed the Project in Another Community in 5% 4% 0% 14% 0% 11%
NY State
Developed the Project in the Same Location 21% 18% 11% 36% 30% 11%
Total Respondents 62 50 28 22 10 9

Based on these data, the assumption that most IDA-sponsored projects would have moved
forward without IDA assistance appears to be incorrect. Among respondents, 30 percent of
projects would have conferred no benefit whatsoever on NY S without IDA assistance, as the
projects would have been canceled outright or moved out of state. Local governments would
have lost an additional 5 percent of projects as the site moved to another municipality. And 45
percent of sample projects would have been delayed, scaled back or both.

A related guestion from the same survey found that 79 percent of the companiesfelt that
the IDA helped to insure their stay inNew Y ork State, and 92 percent said the services provided
through the IDAs areimportant to the State’ s economic future. When asked why they felt IDAs
wereimportant, 27 percent of respondentsindicated that IDAsplay acrucia rolein keeping jobs
and companies from leaving the state. Another 16 percent said that taxes would be too high
without IDAS, while 14 percent said that IDAsmaintain New Y ork State’ s competitivenesswith
other states. Ten percent expressed the belief that IDAs offer favorabl e financing opportunities,
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seven percent appreciatetherole of IDAsin helping small businesses and encouraging growthin
the state, and six percent said that IDAs help attract new businesses to the State.

Inmany cases, total property tax recei ptsto amunicipality increase shortly after the project
iscompleted asmany IDAsformally exempt only the value added to a particul ar parcel, ensuring
that property taxes paid to site municipalities never fall below prior levels. Of course, property
taxes would have been higher if the project had moved forward and the tax abatement had not

been granted.

For projects included in
these survey results, the majority
(about 40 percent) had agreements
reducing property tax payments
(often referred to as “PILOT” or
“payment in lieu of tax”
agreements) for a period 6 and 10
years. In this group, the most
common lengthfor aPILOT was 10
years. Oveadl, the next most
common length was 20 years,
followed by 15 years.

Total PILOT Payments Received

11-15 yrs.
19.4%

Length of PILOTs

6-10 yrs.
40.3%

1-5yrs.
5.9%

21-50 yrs.
10.9%

16-20 yrs.
23.5%

Total PILOT paymentsreceived from IDA projectswas $65 millionin 1995, one percent
of total post-project equalized value (for projectsfor which thisinformation has been reported).
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Summary of 1995 PILOT Payments

IDA Total PILOT Projects  Projects
1995 with PILOT w/oPILOT

Payments data data

Albany Co. $0 0 Z
Allegany Co. $0 0 7
Amherst $1,623,097 60 17
Amsterdam $7,180 3 4
Auburn $27,127 1 2
Babylon $0 0 6
Bethlehem $1,700,000 1 0
Brookhaven $317,455 5 2
Broome Co. $427,875 10 5
Carmel $0 0 1
Cattaraugus Co. $442,961 4 18
Champlain $100,764 4 2
Chautauqua Co. $139,973 5 9
Chemung Co. $23,239 2 6
City of Albany $512,350 7 11
Clarence $36,877 5 3
Clifton Park $0 0 4
Clinton Co. $2,642,647 11 5
Cohoes $57,876 1 0
Colonie $238,810 3 3
Columbia Co. $40,000 1 4
Concord $66,004 3 0
Corinth $225,000 1 0
Cortland Co. $0 0 3
Dutchess Co. $61,411 1 7
Erie Co. $1,709,836 91 84
Franklin Co. $144,570 2 4
Fulton Co. $39,872 4 7
Genesee Co. $413,286 3 3
Geneva $100,912 2 2
Glen Cove $0 0 2
GlensFalls $58,413 3 2
Greene Co. $0 0 1
Guilderland $0 0 2
Hamburg $11,199 6 2
Hempstead Town $0 0 1
Herkimer Co. $479,612 6 0
Hornell $25,000 1 0
Hudson $0 0 1
Idip $597,638 5 2
Jefferson Co. $503,678 5 1
Lancaster $24,433 5 8
Lewis Co. $43,984 4 3
Livingston Co. $76,287 2 1
Lockport $0 0 1

IDA Total PILOT Projects  Projects
1995 with PILOT w/oPILOT

Payments data data
Madison Co. $30,921 2 1
Mechanicville $37,571 1 2
Middletown $0 0 1
Monroe Co. $3,349,758 31 60
Montgomery Co. $119,341 3 5
Nassau Co. $0 0 23
New Rochelle $396,200 1 1
New York City $20,746,990 35 133
Newburgh $0 0 1
Niagara Co. $1,820,621 15 12
One Co. $364,999 2 8
Onondaga Co. $0 0 29
Ontario Co. $117,903 5 7
Orange Co. $254,033 2 8
Orleans County $23,603 4 4
Oswego County $202,118 1 6
Otsego Co. $0 0 1
Poughkeepsie $121,893 2 0
Rensselaer City $768,075 1 0
Rensselaer Co. $1,383,033 9 1
Rockland Co. $182,344 2 1
Rotterdam $0 0 1
Saratoga Co. $1,243,090 10 3
Schenectady City $0 0 6
Schenectady Co. $64,915 2 1
Schoharie Co. $0 0 2
Schuyler Co. $326,084 3 0
Seneca Co. $0 0 2
St. Lawrence Co. $1,255,716 8 5
Steuben Co. $15,000 1 0
Suffolk Co. $4,511,890 10 20
Sullivan Co. $103,615 2 1
Syracuse $9,136,365 18 7
Tioga Co. $83,120 4 3
Tompkins Co. $55,352 4 9
Troy $0 0 5
Ulster Co. $0 0 3
Utica $418,583 6 4
Warren/Wash $440,128 3 4
Waterford $104,119 1 1
Wayne Co. $428,022 16 2
Westchester Co. $3,612,812 2 9
Wyoming Co. $356,944 8 3
Y ates Co. $0 0 2
Y onkers $169,138 3 2
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Comparing Property Taxesor PILOT Payments Received With & Without the Project
[Analysis of these issues appeared in the previous major section.]
Changesin Assessed Value of Project Sites

A comparison between property tax and PILOT payments actually received and either
expected recei ptswithout the abatement or expected recei pts without the project was not feasible
for the entire data set, largely because of missing data. The small sample discussed above was
enormously time consuming. CGR was able to estimate the impact of IDA projects on the tax
base of site communities, however.

As indicated in the table below, IDA project sites have been shown to appreciate
substantialy in value. Whenthe PILOT agreement expires and the parcel is deeded back to the
private owner, property tax payments are often far greater than payments made before the project.
In the case of new construction, many projects are built on vacant parcels, farmland or land that
was tax exempt prior to the project. A Hornell IDA project, for example, was a hotel built on
farmland. Similarly, the Seneca County IDA reports values for a large outlet mall built on
farmland. Estimates of assessed valuein thistable were furnished by the IDAsand converted to
equalized valuesby CGR. For the 324 projects below for which CGR was ableto gather dataon
assessed value, the increase in equalized assessed value was $2.5 billion.

Summary of Changesin Assessments of | DA Properties*

IDA Sum of Pre-Project Sum of 1996 Equalized Net Increasein  # Projectswith
Equalized Values Values Equalized Values __Vauation Data
Amherst $15,266,309 $143,950,493 $128,684,184 60
Amsterdam $808,309 $3,128,931 $2,320,622 5
Brookhaven $486,628 $7,847,032 $7,360,404 3
Chautauqua Co. $20,499,737 $34,292,619 $13,792,882 4
Erie Co. $67,958,494 $238,755,979 $170,797,485 108
Franklin Co. $1,062,384 $23,109,801 $22,047,417 5
Genesee Co. $5,487,474 $41,882,910 $36,395,436 6
Geneva $770,273 $9,020,748 $8,250,475 1
Hamburg $618,468 $5,768,182 $5,149,714 7
Hempstead $34,393,135 $174,924,131 $140,530,996 1
Hornell $2,501 $1,462,560 $1,460,059 1
Islip $11,441,826 $66,256,763 $54,814,937 6
Livingston Co. $321,780 $749,775 $427,995 1
Madison Co. $2,159,265 $2,774,789 $615,524 1
Monroe Co. $110,852,264 $508,476,070 $397,623,806 42
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Summary of Changesin Assessments of | DA Properties*

IDA Sum of Pre-Project Sum of 1996 Equalized Net Increasein  # Projectswith
Equalized Values Vaues Equalized Values  Vauation Data
Niagara Co. $23,985,651 $68,218,958 $44,233,307 16
Onondaga Co. $538,386,823 $1,774,868,787 $1,236,481,964 22
Orleans County $599,287 $694,798 $95,511 3
Oswego County $306,748 $8,626,449 $8,319,701 1
Rensselaer Co. $6,199,249 $40,820,704 $34,621,455 3
Seneca Co. $31,230 $15,579,560 $15,548,330 1
St. Lawrence Co. $1,738,207 $80,125,481 $78,387,274 4
Suffolk Co. $20,292,861 $84,169,362 $63,876,501 7
Tioga Co. $98,172 $1,513,881 $1,415,709 3
Wayne Co. $4,139,385 $21,701,784 $17,562,399 12
Y ates Co. $15,911 $1,755,191 $1,739,280 1

*For 1990-1995 projects wher e assessment data werereported by IDAsto CGR
Source: CGR Survey

Role of §485b Eligibility

Section 485b of the NY S Real Property Tax Law establishes a schedule for property tax
abatements for new commercial, business, or industrial projects. To the extent that aproject is
already eligible for a 8485b tax
abatement, any property tax
abatement conferred by the @
participation of the IDA should be
measured not against full tax
payments but against what would
have been received under 8485b.

Projects Eligible for 485b

One question that CGR
asked of the IDASs for each project
was whether the project was
eligible for 8485b tax
abatements—a county, city, town,
village, or school district may opt
not to participate in 8485b. For municipalities that do participate in 8485b, projects are
automatically entitled to receive thisbenefit. Of the projectsthat received IDA assistance, about
62 percent were already eligible for 8485b, while only 8 percent were not. Another 30 percent
were eligible for a partial exemption under 8485b, reflecting the fact that one or more taxing

Not Eligible Partially Eligible
8.0% 30.0%
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jurisdiction (often a school district) has chosen not to participate in 8485b while others do
participate. Asthe property tax exemption schedules of most IDAs are similar to (or, in some
cases, identical to) the 8485b tax exemptions, any estimate of the value of property tax
exemptionsconferred onfirmsthrough IDA involvement should acknowledgethat asimilar level
of exemption would have been awarded in alarge proportion of cases.

CGR estimated the differencein IDA tax abatement schedules and the 8485b exemption
on a sample basis (see description above). Summary data for the 8485b issue are reproduced
below. The median tax abatement (over the 20 year life employed in our analysis) under the
8485b exemption was estimated to be 19%, compared to a median tax abatement of 37% under
the IDA-negotiated PILOT agreement. Thisis, of course, based only on sample projects.

Project Property  Property Taxes Project Property  Property Taxes
Taxes Abated Abated if just 485b Taxes Abated Abated if just 485b

applied (PV) applied (PV)

A $83,083 $43,391 N $19,310 nalpartial
B $576,839 $286,078 o) $869,092 $869,092
C $257,475 $134,468 P $305,716 $305,716
D $364,753 $190,494 Q $0 na
E $366,308 $191,306 R $50,962 $30,600
F $162,168 $48,472 S $12,022,688 $4,030,283
G $63,640 $23,079 T $69,520 $26,432
H $117,140 $58,095 U $61,748 $23,477
| $96,074 $28,717 \% $161,940 $61,570
J $120,191 $59,608 w $172,442 na-not eligible
K $391,900 $554,361 X $184,115 $84,249
L $6,827,324 $2,377,213 Y $139,070 $134,537
M $14,557 $11,551 z $53,355 $66,696
AA $369,426 $285,837

(d) Types of Projects That Received Financial Assistance

According to the IDA annual reports, between 1990 and 1995, 58 percent of projects
involved new construction. About 23 percent wereexpansionsof existing facilities. Projectsthat
fell into the “other” category were typically related to the purchase of equipment, site
remediation, or relocation to an existing facility.
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As discussed previoudly, IDA projects generaly involve either bond transactions or
sale/leasebacks. For projects between 1990 and 1995, the mgjority of IDA projectsinvolved the
issue of bonds (76 percent). Sale/lease back transactions consisted of about 24 percent of IDA

project activity.

Projects by Industry Sector

Thetable below summarizes| DA project activity by sector (purpose) for 1990-1993 and
1994-1995. Activity for most project categories was steady between periods. As expected, the
proportionof retail projects decreased after 1993. About 8 percent of total bond activity wasfor
retail projectsinthe 1990-1993 period, while only 3 percent of bond activity was classified as
retail in the 1994-1995 period.

SUMMARY OF PROJECT ACTIVITY BY PURPOSE, 1990-1993

L ease Bond Shareof Total Share of

Purpose Project Projects Bond Value Bond Value Projects
S

Agriculture 0 7 $164,339,000 2.8% 1.0%
Civic Facility 14 102 $1,130,542,050 19.3% 15.8%
Construction 2 27 $192,687,050 3.3% 4.0%
FIRE 7 48 $523,115,323 8.9% 7.5%
Manufacturing 61 93 $721,051,050 12.3% 21.0%
Retall 9 41 $461,517,200 7.9% 6.8%
Service 23 172 $902,736,991 15.4% 26.6%
Transportation 5 45 $1,549,871,848 26.4% 6.8%
Unknown 2 41 $110,027,000 1.9% 5.9%
Wholesde Trade 4 29 $111,520,053 1.9% 4.5%
Total 127 605 $5,867,407,565 @ == —meeee-




SUMMARY OF PROJECT ACTIVITY BY PURPOSE, 1994-1995

L ease Bond Bond Value Shareof Total Share of

Purpose Project Projects Bond Value Projects
S

Agriculture 1 1 $11,000,000 0.4% 0.5%
Civic Facility 12 29 $846,222,173 28.3% 10.5%
Construction 9 9 $30,880,000 1.0% 4.6%
FIRE 5 16 $259,105,200 8.7% 5.4%
Manufacturing 53 71 $206,952,470 6.9% 31.9%
Retall 9 12 $96,369,404 3.2% 5.4%
Service 15 64 $513,927,873 17.2% 20.3%
Transportation 6 17 $801,835,000 26.8% 5.9%
Unknown 4 31 $197,469,170 6.6% 9.0%
Wholesde Trade 17 8 $28,212,367 0.9% 6.4%
Total 131 258 $2,991,973,657 @ ---—--- e

The classification of projects by purpose was made by the IDAs. For the projectsinwhich
the Department of Labor was able to match the employer registration number to the individual
project (roughly 1/3 of projects), CGR verified the classification using SIC codes assigned by
DOL. Wefound that the classification of projectswas accurate, particularly with respect to retail
and service projects.

Although smaller in percentage, there were still asignificant number of retail and service
projects after the passage of the 1993 IDA reform legislation. Note that the 1993 legidlation
prohibits more than what DOL classifies as “retail” businesses. The legidationreads® .. . no
financial assistance of the agency shall be provided in respect of any project where facilities or
property that are primarily used in making retail sales to customers who personally visit such
facilities constitute more than one-third of thetotal project cost. For the purposes of thisarticle,
retail sales shall mean: (i) sales by aregistered vendor under article 28 of the tax law primarily
engaged in the retail sale of tangible personal property . . . or (ii) sales of a service to such
customers. Except, however, that tourism destination projects and projects operated by not-for-
profit corporations shall not be prohibited by thissubdivision.” Thusmany (but by no meansall)
service businesses are included in the prohibition.

CGR, using SIC codes assigned by DOL,, selected all projects occurring in 1994-95 that

were classified asretail or service and contacted theindividual IDAsto explore thejustification
for these projects if there was any question about its eligibility. CGR did not identify asingle
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project that violated the restrictions placed on IDAsin 1993. All projects classified as service
or retail were either outside the definition specified in the law or fell into one or another of the
allowable exceptions. 1n some cases—the Big V Supermarket in Orange County and the Tops
Supermarket projects in Monroe and Niagara counties—the projects were induced prior to
passage of the 1993 |egidation, although the bondswereissued in 1994. Seven of the Amherst
IDA’sretail and service projects involved the refinancing of a project induced and completed
before 1993. In severa other cases, the site housed corporate offices of a service firm, not a
facility directly serving the public. Inthe “Bert’s Bikes’ project in the Town of Hamburg, for
example, 70 percent of the siteis dedicated to corporate offices, warehouse space, and their mail
order business. While this allocation would by itself enable the IDA to participate inthe entire
project, the IDA chose to grant a property tax exemption only to the non-retail portion. Other
eligible exceptions to the 1993 restrictions include the Syracuse IDA’s 1995 Wegmans Food
Markets project which was|ocated in adistressed area, Monroe County IDA’s1995 Fairport Inn
project which was tourism-related, and

Niagara County IDA’s 1995 Target Shoe  |IDA-Sponsored Bonds 1990-1995

project which also qualified as a tourism

destination. Whilesomeopponentsof IDAS _$2,000

may object to the exceptions enacted into  §

law in 1993, CGR found that al retail and  E ¥-°% ]

service projectsfinanced in 1994 and 1995 & $1,000 — = = —
o

were legal. E el e

(e) Types of Financial %0

. . 1990 1991 1992 1993 1994 1995
Assistance Provided by the Year

Agencies and Authorities
IDA Projects 1990-1995

While bonds—combined with 2% [ sond [] sale/Leaseback
property, sales and mortgage tax _ ., 1 7] — — _
exemptions—remain the most prevalent
vehicle for IDA tax exemptions, the ]
sale/leaseback vehicle is becoming more
and more common. When IDAS can use

part of New York’s share of federally tax- o B —‘ }

exempt bonding, the bond is clearly 1990 1991 1992 1993 1994 1995
Year

Amount ($ billion)
S
|
I

a1

o
|
|
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superior. Butinaperiod of relatively low interest rates, the“ spread” between conventional [oan
rates and state tax exempt bonds virtually disappears. Asthetransaction costs of abond deal are
greater than those of a sale/leaseback arrangement, many | DAs have shifted a substantial share of
total activity to the less costly vehicle. With a sale/leaseback, the project can receive the same
property, sales and mortgage tax exemptions asin atraditional federally-taxable bond financing
but with lower transaction costs. In both instances, the businessfirmisobligated to find awilling
lender given that IDA bonds are the sole obligation of the business, not the IDA or sponsoring
municipality.

(f) Criteria for Evaluation of Projects Used by Agencies and Authorities

New York State IDA legidation specifiesthat only certain types of projects are digible
for IDA financing. These include manufacturing, warehousing, research, commercia or
industrial facilities; or industrial pollution control, recreation, educational, cultural, horseracing,
railroad, and civicfacilities. Although thelegidation providesaframework for eligible projects,
the language is broad. Many IDAs have responded by developing their own specific project
selection criteria. This alows such IDAs to have a more focused evaluative tool suited to the
individual needs of their communities.

According to the 39 IDASs that responded to the survey question related to the use of
formal criteriain project selection (or project consideration), 32 percent indicated that they had
such criteria, while the other 68 percent indicate that they did not. In general, out of the 32
percent that indicated they have formal criteria, most policies impose greater limitations on the
scope of eligible projects.

For example, the Wyoming County IDA limits consideration to projects that include
manufacturing, industrial, and research and devel opment activities. Other projectsmust meet one
or more of the following additional criteria: (1) the applicant must demonstrate that significant
new jobswill be created and/or retained, and that their project will not have asignificant adverse
impact upon existing businesses and employment; (2) total project costs should generally exceed
$500,000; (3) the project contributesto therevitalization of economical and physically distressed
aress, or (4) the applicant demonstrates a convincing need for IDA involvement.

Other formal criteriaused by IDAstend to focus on the issue of need. For example, itis
the policy of the Hamburg IDA to only finance or participatein aproject if thereisdemonstrable

47



&R

need for the project and the services it offers. The policy also requires that the applicant
demonstratethat but for the availability of IDA financing or other participation in the project, it
would not be economically feasible in the Town of Hamburg.

Of the IDAs that indicated that they do not have formal criteriafor project selection, the
typica manner for deciding whether or not to finance a project is the case-by-case approach.
Although this process may seem rather loose, in order to approve a project, applicants must show
economic benefit to the community and meet the minimum state standards discussed below.

(g) Tax Exemption Policies of Agencies and Authorities
Summary of Tax Abatement Policies

1993 IDA Reform Legidlation (Section 2314) requires that IDASs establish uniform tax
exemption policies. These guidelines must include period of exemption, percentage of
exemption, types of projects for which exemptions may be claimed, proceduresfor paymentsin
lieu of real property taxes, and instancesin which real property appraisalsareto be performed as
apart of the application for tax exemptions. The legidation ultimately provides a broad set of
factorsthat IDAs must consider, but not necessarily be limited by. Although most of the IDAs
surveyed either have an existing tax exemption policy or are in the process of establishing one,
the IDA Reform Legidation doesnot mandatethat al IDAs havethe same exemption policy. As
we later note, within the basic framework mandated by IDA Reform Legidation, thereis great
variation when it comes to individual IDA uniform exemption policies. This section will
illustrate procedures used by individual IDAs and identify variation in executing the 1993 IDA
Reform Legidation. Specificaly, this section will focus on the following:

Procedures used by IDAsto determine digibility for tax exemption status;

Types of exemptions offered;
Procedures for paymentsin lieu of taxes (PILOT);
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Variation in the period of exemption and percentage of exemption;
Variation in requirements for “ separate/specia” property appraisals.

Tax Abatement Eligibility Procedures. Thereisno singleset of criteriaused by all IDAs
to determinedigibility for tax abatements. SomelDAS, for example, not only outline what types
of projects that are eligible, but also the types of projects which are not eligible for tax
abatements. Many include phrasesintheir policiesthat indicate that the benefit to the community
will determine the type of tax abatement offered. Onondaga reports that only “net wealth
generating projects, meaning primarily manufacturing or manufacturing support, or service
industries that primarily serve a customer base outside Onondaga County” are eligible for
property tax abatements.
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Summary of Financial Assistance PoliciesAmong NY SIDASs

IDA Max PILOT  1stYear Prop Tax ~ Admin Fee: Admin Fee: Basisfor Lease Fee Termination
Length (Mfg) Reduction (Mfg) Bonds Lease or Recapture
Provision
Amherst 16 80% na na na n
Auburn 10 100% 0.50% na value of bond issue y
Bethlehem 485b 485b 1.00% na value of bond issue n
Brookhaven Town based on based on 0.75% 0.75% ttl project cost y
community community benefit

benefit
Cattaraugus County|  15years 100% 875%t01%  1.00% project cost n
Chautauqua County 10 50% 1.00% 1.00% value of abatement to n

business
Chemung County 15 50% 0.50% 0.50% value of bond issue n
Clinton County 15 na na na na y
Cohoes City 485b 485b 0.50% na na n
Erie County 15 80% na na na n
Essex County 10 50% 1.00% na value of bond issue n
Genesee County na na 1.00% value of bond issue na
Geneva City 10 100% 1.00% 1.00% project cost y
Hamburg Town based on based on product 1.00% 1.00% project cost n
community type

benefit
Hempstead Town  85b (better for 485b (better for 0.50% 1% t0 .5% value of bond issue y

some some

manufacturers) manufacturers)
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IDA Max PILOT  1stYear Prop Tax ~ Admin Fee: Admin Fee: Basisfor Lease Fee Termination
Length (Mfg) Reduction (Mfg) Bonds Lease or Recapture
Provision
Herkimer County  485b (better for 485b (better for na na na y
projectsof  projects of unusual
unusual benefit) benefit)
Hornell City based on based on 1.00% 0.50% ttl project cost n
community community benefit
benefit
Idip Town 485b (double 485b (double for 0.50% na na y
for projects of projects of unusual
unusual benefit) benefit)
Madison County na 50% 0.75% 0.75% na na
Monroe County A85b (better for 485b (better for 1.00% 0.50% project cost y
projectsof  projects of unusual
unusual benefit) benefit)
Niagara County 15 80% 1.00% 1.00% project cost y
Onondaga County based on based on 15%to7.5% 7.50% project cost minus soft costs y
community community benefit
benefit
Ontario County 485b (better for 485b (better for 0.50% .25% t0 .5% value of bond issue y
many projects)  many projects)
Orleans County based on based on .75%to .75%to na y
community community benefit 1.25% 1.25%
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IDA Max PILOT  1stYear Prop Tax ~ Admin Fee: Admin Fee: Basisfor Lease Fee Termination
Length (Mfg) Reduction (Mfg) Bonds Lease or Recapture
Provision
benefit
Oswego County 20 50% 0.50% 0.50% project cost n
Rockland County currently currently 1.00% 5% to 1% value of bond issue n
developing  developing policy
policy
Saratoga County 10 50%1t0100%  .1%t0.75% .1%t0.75% value of bond issue n
Seneca County based on based on 1.00% no set fee value of bond issue y
community community benefit
benefit
St. Lawrence 10 100% 1.00% 0.50% recorded mortgage n
County
Steuben County 20 100% 1% to 1% na value of bond issue y
Suffolk County based on based on 1% t0 .75% na project cost y
community community benefit
benefit
Sullivan County 20 50% na na na n
Wayne County 10 100% of value 1.00% 1.00% contruction costs y
added
Wyoming County na na 1.00% 1.00% project cost na
Y ates County 15 100% 0.75% 0.75% value of bond issue n
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For bond projects, Cattaraugus County IDA (CCIDA) €ligibility provisions for tax
abatements require that least 33 1/3 percent of total project costs be financed through bonds
issued by CCIDA with respect to the land and building, at least 10 percent of total equipment
costs be financed through bondsissued by CCIDA, and the amortization of bonds (principal and
interest) be approximately equal over theterm of financing. Other IDAsare moreinclusiveinthis
regard. For example, the Bethlehem IDA’ spolicy isto not only grant exemptionsto projectsthat
are currently being financed by the IDA, but also projects that have been financed by the IDA.

Cattaraugus County has different procedural requirements for projects that are
salefleaseback transactions. Projects using CCIDA’ s sale/leaseback options must adhere to the
following policies: 1) Payment inlieu of taxes (PILOT) are applicable only on new real property
values as determined by the local assessor; 2) When the sale/lease transaction isin an eligible
NY SEconomic Development Zone, the PILOT must be equal to 485e, excluding specia district
taxes; 3) Specia digtrict taxes are abated under no circumstances; and 4) A ten year program of
abatement starting the first year with a 50 percent abatement followed by an annual five percent
decrease in abatement through the tenth year.

One of the most common conditions assessed for determining eligibility for tax
abatements is the extent the proposed exemption will impact the community’ s finances. Many
IDAS, such as Hornell City IDA, require that PILOTSs granted generate no less revenue than the
taxes collected from the site before IDA intervention.

As a condition for approval of tax abatements, some IDASs require all PILOTs to be
approved by host municipalities. The Westchester County IDA, for example, has such a
restriction. Although it is not generally the case that host municipalities approve every IDA
project, host municipalities must approve any deviation the IDA makesfromitsnormal policies
and procedures. When considering a deviation from their regular policies, IDAs must, as
mandated by law, have a framework for granting such exceptions. The framework usualy
includes, but is not limited to, the following issues:
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Extent to which the project will create or retain permanent, private sector jobs;
Estimated value of any tax exemptions to be provided;

Whether affected tax jurisdictions should be reimbursed by the project occupant if the
project does not fulfill the purposes for which the exemption was provided,;

Impact of the proposed project on existing and proposed businesses and economic
development projectsin the vicinity;

Amount of private sector investment generated or likely to be generated by the proposed
project;

Demonstrated public support for the proposed project.

Types of Exemptions Offered. Under the New York State Tax Law, a community
(municipality, city, or town) may opt not to participatein the 485b Real Property Tax Exemption.
Under 485b, property taxes are abated ten years. Thefirst year of the project taxes are abated by
50 percent, and this abatement subsequently decreases annually by 5 percent until full taxes are
paid. IDAs located in communities that participate in 485b, at a very minimum, offer project
applicants the 485b exemption. In someinstances, IDAsonly offer real property tax abatements
equal to those pursuant to 485b. Orleans County IDA’ sgenera policy isto grant applicantsrea
property tax abatements equal to those provided by Section 485b regardiess of whether such
abatements would be available from the municipality and the school district wherethe project is
located if conventional financing were to be used. The comparative advantage for a company
located in a participating 485b community isthat other tax exemptionsfollow, such assalesand
mortgage recording tax exemptions. The following section will detail these types of tax
abatements.

Generally speaking, the mortgage recording tax exemption is provided for projectswhere
the IDA holdstitle. In the event the IDA does not hold title to a project, the IDA is unable to
provide exemption from mortgage recording taxes. Although thispolicy seemsstraightforward,
there are some exceptions. The Geneval DA offers exemptions from mortgage recording not only
for IDA financed projects, but also for non-IDA financed projects. A non-IDA financed project
would be onewherethe IDA isnot providing traditional financial assistance (bond/lease) to the
applicant. Exemption from mortgage recording taxes for non-IDA financed projects have
additional requirements on the part of the applicant. For the Ontario County IDA, mortgage
recording tax exemptions are permitted on non-1DA financed projects when a second mortgage
on the project is necessary to secure subordinated indebtedness of the project applicant. The
Ontario County IDA considersthe use of the property, the degree of investment, the degree and
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nature of employment, and the economic condition of the area in which the facility is located
before permitting such exemptions on non-project related financing.

Asoutlined by Article 31 of Tax Law, certain real estate transfers are subject to taxation.
The New Y ork State Department of Taxation and Finance allows the transfer of property from
an IDA back to the project beneficiary to be exempt from real estate transfer taxes. The uniform
tax exemption policies of the various IDAs comply with this law.

Most, if not all, IDAs have PILOT agreements that include the following components:

Period of PILOT Schedule;

Amount of Abatement- PILOT payments are computed for each taxing entity, depending
on the PILOT and the applicable tax rate of each tax entity;

Percentage of Exemption- Listed for every year of the PILOT;

Special District Taxes- Makes clear that applicant is not exempt from special district
taxes,

Enforcement by Agency- Outlines remediation steps a taxing jurisdiction not receiving
aPILOT payment may take. Policiesusually identify the DA asthe entity that must take
actionto enforcethe PILOT agreement once petitioned by the affected taxing jurisdiction.

Variation on the Period of Exemption and Percentage of Exemption. The periods for
exemptions outlined in IDA uniform exemption policies vary from a minimum of 5 yearsto a
maximum of 20 years for industrial projects, and a minimum of 10 years to a maximum of 15
for non-industrial projects. Accordingly, the percentagefor exemptionsusually followsthe485b
Real Property Tax Exemption, but canvary. For example, Geneva City IDA providesup to seven
years of full tax exemption for industrial projects and decreased percentage exemptions in the
seventh, eighth, ninth, and tenth years.

Property Appraisals. Separate rea property appraisalsare usually not required by IDAS.
Thegenera policy of theIDAssurveyedisto basethe project valuefor the PILOT onavauation
performed by the assessor of the municipality. IDAstypically requirean additional real property
appraisal when the assessor of ataxing jurisdiction requires one and/or when the val uation of the
project for payment in lieu of tax purposesis based on aval ue determined by the applicant or by
someone acting on behalf of the applicant, rather than by the assessor of ataxing jurisdiction or
theIDA. SomelDAS, such as Seneca County IDA and Onondaga County IDA, determine whether
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an appraisal should take place based on the case-by-case recommendations of a technical
assistance group. For thesetwo IDAS, the technical assistance group iscomprised of the county
treasurer, the county economic development director, the county manager, and the chairman of
the IDA.

Benefit Attenuation or Recapture

Many IDASs place provisions into project contracts that specify goals—usually in terms
of job creation or retention—for the project owner. If the goals are not attained, the recipient
firmissubject to somekind of sanction, ranging from atermination of the bonds or asuspension
of PILOT benefits to the repayment of part up to a multiple of the benefits received. Many
Empire State Devel opment Corporation programs also include recapture provisions. Of al the
state’'s IDAs, NY C’'s Economic Development Corporation (NY CEDC) has the most extensive
experience with these tools. Of the IDA policies reviewed for this study, 17 allow for benefit
attenuation or recapturein their published policies. Ininterviewswith some of these IDAS, they
reported that the recapture provision did not seem to limit their ability to entice firmsto locate
in their communities. New Y ork City reports imposing some level of sanction in about twenty
Cases.

(h) Other Issues
Satisfaction With DA Services

The popularity of “total quality management” hasreinforced theimportance of customer
satisfaction. As part of the Mt. Auburn
Associates survey of 1994-95 project Types of Projects
beneficiaries, the consultant team New Construction
explored project beneficiary perceptions
of the value of IDA services. This
survey had a response rate of 44.3
percent (of the 518 surveys that were il
sent out, 212 companies completed
surveys, and 40 were returned as L
undeliverable). 19.9%

Expansion Site Remediation
28.0% 4.3%
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The respondents were largely made up of manufacturers, service firms and nonprofits.
Closeto 31 percent of therespondentsweremanufacturers, while 15.6 percent wereintheservice
sector and 14 percent were either nonprofit organizations or public sector agencies. Real estate
development companies and whol esal erg/distributors made up an additional 24 percent of the
pool. Other companiesincluded retailers, construction firms, and warehousing companies.

For the vast mgority of the respondents (81.5 percent), projects consisted of developing
and occupying afacility. Another 10 percent devel oped asitefor another company and now lease
the facility to that company. Other scenarios include leasing afacility, buying and occupying a
facility, and developing asite to lease to several other occupants.

Most of the projects were either new construction (44 percent) or the expansion of an
existing facility (28 percent.) Another 20 percent of the projectsinvolved the renovation or reuse
of anexisting facility. Other typesof projectsincluded site remediation, relocation to an existing
facility, and purchasing equipment.

Company Relationship to | DA Project
Respondents
IDescription Number  Percent
|Deve|oped and Occupy the Facility 172 81.5%
|Deve| oped Site for Another Company and Currently L ease to that Company 21 9.9%
|Deve| oped Site for Another Company and Have Sold the Facility to that Company 2 0.9%
[other 16 7.6%
[Lotal 211 | 100.0%

Over half of the respondents (53
percent) rel ocated or expanded an existing
facility within the same municipalty,
while 15.5 percent did so in another New
York State community. Less than 2
percent relocated or expanded a facility
previously located outside the state.
Finaly, 30 percent developed a new
facility in New York State.

Satisfaction With Quality of Services

1.4%

Inmost cases(71 percent), thel DA 0% 0% o oo 80%
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provided only financing and tax incentives. For the remaining 29 percent, however, it provided
additional services. For 22 percent of the projects, the IDA also coordinated local approvalsand
assisted with the permitting process. For another 12 percent, the IDA assisted the firm in
addressing environmental issues at the site. Just under 11 percent of the companies received
assistance in water and sewer issues while the same number were provided with formal or
informal management assistance. Finally, the IDA coordinated other sources of financing for 5
percent of the projects.

Overall, most of the respondents were pleased with the quality of servicesthey received
fromIDAs. Over 71 percent of respondentswere very satisfied, while another 17.6 percent were
somewhat satisfied. Just over 7 percent felt neutral about the services and 4 percent expressed
some dissatisfaction. Among those who expressed di ssatisfaction, the most common complaint
was the high cost of working with IDAs. Half specificaly complained about excessive

paperwork.

The respondents | |sted. Iovyer impos ot Icanives and Sarvices
propertytax payments, lower cost financing Moxt

through bondsand lower salestax payments Leser Fropury T Pt
asthemost important iNnCENtiVESOr SEVICES — Leveroe Frencra o soass
received through the IDAS. Lower property Lower Saes Tax Poyrmonts

tax payments were very important for 77 Ebrinaton of orgagn Tax
percent of the respondents, and lower cost o 16 20 % 40 50 6 T 8 % 100
. . % of Respondsnis to each Question
financing through bonds for 71 percent. N

[l Very important [] semewhat mporant

Sixty-five percent of thecompaniesfelt that
lower sales tax payments were a very
important incentive. Thedimination of the
mortgage tax was very important for 41 importance of Incentives and Bervices

percent of the respondents, somewhat L"“m' o
important for 30 percent, and irrelevant for
Asvistance with Environmental issues
29 percent.
Management assistance to the firm : Losettpprsat °
was the least important service offered by R N S
the IDAs, followed by assistance with B Very inportart [] Somewhet Importent

environmental and infrastructure issues.
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Nearly 71 percent of the respondents felt that management assistance was irrelevant to their
decisionto undertake the project through the IDA, and only 7.6 percent felt it was very important.
About 60 percent of the companiesfelt that assistance with water and sewer issues and assistance
with environmental issueswasirrelevant. Finally, half of the respondentswere not interested in
assistance in coordinating local approvals or permitting.

In response to the question regarding possible improvementsto IDA services, 12 out of
74 respondents (or 16.2 percent) felt that no improvements are necessary. However, 24.3 percent
felt that IDAs need to reduce red tape and paperwork, while 21.6 percent said that the legal fees
involved were too high. Other suggested improvements were shortening the time frame for
approval and processing, reducing competition between IDAs, and making information regarding
IDA services and incentives more available.

Competition Among I DAs

When asked whether they were aware of instances where competition between IDAsover
tax abatement level sultimately reduced local taxes received from aproject, the majority of IDAS
surveyed indicated that this was not a problem in their communities. About 73 percent felt
strongly that competition was not a problem, 10 percent indicated some concern about thisissue,
and 17 percent were unsure.

The survey of IDA directors asked IDASs to comment on the issue of competition. The
commentsvaried widely. OneIDA director indicated that IDAsin hisregion had ahigh level of
cooperation, but parenthetically expressed
that towns tended to be extremey
competitive. Another IDA director stated
that it was hisexperience that companiesdo
not leave an areain New Y ork State to go
to another areawithin New Y ork State over
tax abatement but other issues drive the
decision, such asinadequate facilities, lack
of land to expand, lack of cooperation in
one locality versus another. As one IDA

Competition Between IDAs*

Unsure 17.5%

I Familiar with Instances 10.0%

Not a Problem 72.5%

*Instances where competition between IDAs resulted in abatements for firms
that were unlikely to leave NYS.
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director expressed, “tax abatements are nothing more than frosting on the cake. Companiesmove

or stay for the cake, not the frosting.”

Although most comments tended to underscore disagreement with the statement that
competition over abatements have reduced local taxes, there were some IDASswhose comments
supported this assertion. One IDA indicated that within the same labor region, multiple IDAs

with differing PILOT and eligibility policiesinvite shopping.

Competition for | DA Projects

The respondents to Mt. Auburn’s survey of project beneficiaries were amost equally
divided between those who had looked at other competing sites for the project (45 percent) and
those who had not (55 percent.) A total of 87 respondents considered 143 other sites. Of these

sites, about half werelocated in New Y ork Statf.
Jersey while 12 percent of competing sites Were
and North Carolina. Other competing siteswerds

Connecticut, Florida, South Carolina, and Tenfiess8rsey

8.6 percent of the competing sites, while
Rockland and Ulster counties claimed 5.7
percent each. Other significant competing
countiesincluded Chautauqua, Niagaraand
Livingstonwith 4.3 percent of thesiteseach,
and Ontario, Otsego and Suffolk counties
with 3 percent each. The remaining sites
were spread throughout the state.

Over half of the companies (55
percent) pursued conventional financing
before turning to an IDA. While only 8
percent of the 114 companies could not

activity within Erie County). These 48 comparies
percent of which were located in Erie County. ¥

|Penns/|vani a

IArizona

IArkansas

[Cdifornia

|M aryland

IMissouri

Texas

Jutan

|Co| orado

|Georgia

II owa
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Note: Number of Respondents = 87 (respondents
may have considered more than one other site)
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obtain any financing at all and 10 percent could only obtain part of the needed financing, 52
percent could obtain financing privately but at non-viableterms. An additional 30 percent could
obtain al financing privately at viable terms, but used an IDA anyway.

Of the 56 companiesthat would have devel oped the project in another community inthe
absence of IDA financing, most would have donesoin New Y ork (16 percent), New Jersey (12.5
percent), North Carolina(12.5 percent) or Pennsylvania(10.7 percent.) Another 9 percent would
have chosen South Carolina, while 5.4 percent would have turned to Connecticut and 3.6 percent
to Ohio. Just over 14 percent were unsure as to where they would have invested. The states of
Arizona, Colorado, Florida, Georgia, Illinois, Missouri, Tennessee, Texas, and Utah were each
selected by about 2 percent of the respondents as places they would have invested.

| mpact of 1993 Reform L egislation on I DA Practice

Much of theinformation below isbased on asurvey of IDA staff, acopy of which appears
in the Appendix.

Reporting Requirements

Only about 40 percent of IDAS responding to the survey supported the new reporting
requirements. Extensive conversationswith al participantsin the reporting process suggests that
significant improvements are possible. IDA directors are concerned about both the cost of
compliance and aperception that the datagathered are not well used, thus making the effort rather
fruitless. More extensive discussion of the reporting issue follows.

Reporting requirements enjoy general support in theory, but generate considerable
frustration in practice. IDA directors appeared to be very willing to participate in a data
collection system that isfair and accurate. Asrecommended above, the reporting requirements
should belimited to information that the IDASs can gather and report with confidence and without
acost that exceeds the value to the public.
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Public Hearing IDA Projects by Bond Amount

About 50 percent of IDAS responding were pd&jtive or neutratabout the public hearing
requirement Although most directors agreed that publig participation isjifportant, they reported
that most public hearings are not well attended and ssented-an-HRRECERSary-profect-expense.
They aso felt there was need to better clarify the goal qf public hearlnqs neDAsuselIt as

aninformational meeting, others useit to hearthepum inteniew.
meetings, wefound relatively few who regarded ther equirement as aparticut

5 s -49 ! 5100
< $100 $500-999 $5,000-9,999 $50,000-99,999

however. Bond Amount (in thousands)

The value of the public hearing is questioned by many IDA directors, although few are
strongly opposed to its continuation. Thethreshold for public hearings may be set too low. The
existence of the threshold indicates a legidative intent to exempt small projects from the
requirement. Of the 1,100 projects closed between 1991 and 1995, only four had bond amounts
less than $100,000. A moreredlistic threshold might be $1 million. The distribution of bonds
by amount appears in the accompanying graphic.

Retail Restrictions

Based on survey responses, IDA directors clearly have mixed feelings about the IDA
legidlation that was enacted in 1993. Over 60 percent felt comfortable with new restrictions on
retail projects. In personal interviewsand workshop meetings, many IDA directorsreported that
they supported theposition of the L egislatureonretail projects, indicating that retail development
represents sound economic development only in selected instances. Many indicated that the legal
impediment to doing retail projects had not limited their ability to promote local economic
development.

Asdiscussed above, therestrictionsonretail projectsinthe 19931 egidlation are supported
by most IDA directors. Our data show that the restrictions have had the desired effect, as fewer
retail and service projects received IDA assistance after the legidation passed. Our data also
confirm that the retail and service projects that do occur either refinance earlier projects, were
induced before the legidation was passed or qualify under one of the established exceptions.
There is some sentiment for making the restrictions more specific, perhaps by establishing a set
of eligible SIC codes. Thisis an areain which NYSEDC could take a leading role. While
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restrictions passed by NY SEDC would not have the power of law, they could provide guidelines
for IDA directors who find the present rules too vague.

Recommendations

Therole of the statein regulating industrial development agencies has been vigorously
debated inthe NY S Legidature during the 1990s. Much of the debate turns on whether the IDAS
are providing subsidiesto business ventures that would have moved forward without assistance.
The survey of project beneficiaries discussed above confirms that a relatively small proportion
of IDA projectswould have occurred at the sametime, scale and location without I DA incentives.
Our analysis of selected projects suggests that the typical cost of IDA incentives per job created
is modest, although the cost per job is highly variable across IDAs and project types.

The consultant team views its central task as one of assessing the impact of the 1993
changes in legidation governing IDAS. In large measure, these changes increased the level of
oversight exercised by the state over IDAs. Most of our recommendations address the systems
that were put in place by thislegidation and their effectiveness.

Asdiscussed in detail above, the consultant team was unabl e to measurejob creation and
retention to its satisfaction. This is a particularly troubling problem and one that must be
addressed. Thefirst set of recommendations discusses these issuesin detail.

Additional record keeping requirements are also in need of improvement. The IDAs
complain vociferoudly that the requirements imposed upon them are costly and unrealistic. We
find many of their objections to have merit and discuss possible changes below.

Job Creation and Retention Must be Measured Differently

CGR isréeluctant to draw firm conclusions about the role of IDAsin job creation in the
State of New Y ork asthe dataused to measurejob creation are not useful in ng theimpact
of IDA activity. For al the reasons listed above, we do not believe that either DOL
unemployment insurance records nor current summaries of IDA reports provide a true
representation of job creation on these projects. The OSC statistic is flawed due principaly to
conflictsinitsdefinition. The DOL statistic isinappropriate for this use for a number of other
reasons, which are enumerated above.

63



&R

Survey Aided Firmsto Measure Job Creation and Retention

NY Sshould be ableto measurejob creation resulting from IDA projectswith confidence.
All stakeholders should work together to establish asystem that will generatereliable, defensible
statistics. We do not believe that the unemployment insurance database can be used for
monitoring purposes at thistime.® The only source of site-level employment for aided firmsis
the company itself.

Employment Data Collection Continue to be IDA Responsibility. We recommend that
IDAs continue to be the primary agents for data collection on site employment. Industrial
development agencies devel op arelationship with aided firmsthat will improve the willingness
of the firm to comply quickly and accurately. IDASs are aso in the best position to informally
verify the data presented.

Adopt Uniform Employment Questionnaire Statewide. Employment questionnaires
should be uniform statewide and require the signature of an officer of thefirm. We recommend
that Empire State Development and/or Office of the State Comptroller develop a common
guestionnaire to be used by all IDAs. The common guestionnaire should include ssimple
definitions of procedures, such as the effective date of the employment information and the
correct procedure to follow when recording part-time employment. As a way of avoiding
imposing an onerous burden on the firms, the survey should be brief.

Gather I nformation on Current Period Employment Only. Questionnairesshould not ask
firms to make judgments about the relationship between job creation/retention and IDA
involvement or to report employment trends (“jobscreated since.. . .”). While somemay disagree
with our position, we believe that the interests of the state are better served by obtaining simple
point-in-time employment statistics that can be empiricaly verified. By asking respondents to
judge the impact of IDA involvement on employment, the final aggregated statistic will be

SWisdly, NYS DOL and NY S Taxation and Finance are involved in a project that will merge unemployment
insurance reporting and the payroll withholding process. Asthisis an instance in which the same information
is solicited from NY S firms by two different agencies using two different processes, this level of coordination
will lower costs for NY'S firms and may improve the quality of the combined data. If this transition is
successful, the database may be more usable in the future.
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virtuallyimpossibletointerpret.” If year-end employment is captured through a survey process,
employment at assisted firms can be consistently tracked over the life of the project. Once OSC
has developed a database of IDA projects, changes in employment can be easily calculated by
OSC.

Capture Anticipated Job Creation/Retention in First Project Year. Estimates on the
number of jobs expected to be created and retained should be gathered from the IDA in the first
proj ect year and not reported annually inthe supplemental schedule. Basdlineemployment should
be obtained by sending the firm the previous year survey, thus requesting total FTE employment
at the end of the year before the project was begun.

Although retention is an extremely important function of IDAS, it is extremely difficult
to validly measure. We do not believethat it isworthwhile asking the IDAs to separately report
jobsretained. Retention should be defined simply total employment at the employment site.

If job retention isindirect (e.g. a co-generation facility that is intended to retain jobs at
nearby industrial employer), then the name of the firm at which jobs will be retained and
employment at that firm should be reported for thefirst year the project isreported. Employment
at this firm should be gathered in subsequent years and attributed to the project.

Mandate Employment Reporting by Aided Firms. Voluntary reporting is probably not
adequate. For firmsthat do not meet promised job creation, the temptation simply not to report
isvery strong. Werecommend that IDAsmandate annual reporting in agreements negotiated with
the aided firms (bond documents, for example).?

"An established principle of survey research isto stick to questions having a definite “right or wrong” answer.
By asking respondents to speculate or estimate, the questioner invites a strategic response.

8Non-reporting constitutes an event of default for NY C bond projects. NY C EDC reports that they have never
had to impose penalties on afirm for choosing not to report, but they have that option for firmsthat choose not
to cooperate.
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Distinguish Missing Data. Even if sanctions can be imposed on afirm that chooses not
to report its employment, we recognize that there will be cases in which the information is not
obtained. When employment has not been reported, we strongly recommend that IDAs report and
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OSC record the number as missing. IDAs should not estimate missing data and OSC needs to
create amissing value code in its database that ensures that the blank is not mistaken for a zero.

Recognize That NYS I DAs Emphasize Job Retention

Our data show that the emphasis of alarge share of IDA activity is not on creating new
jobs, but on job retention and on the improvement of community facilities—both worthy
activities for a public benefit corporation. IDASs have financed many power/heat cogeneration
facilities across the state, for example. These facilities enable the customers of the new power
plants to bypass the unusually-high cost of energy in the state. The retention impact of these
projects can be substantial, even if job creation on Site is meager.

Consider IDA Successin Light of Economic Climate. Statistics on job creation should
also be viewed with an understanding of employment trendsin the Northeast in general and New
Y ork’s manufacturing sector in particular. Improvements in productivity in manufacturing
improvefirm competitiveness, but often by reducing employment. Giventhecompetitiveclimate
of international business, many New Y ork firms may need to shrink to remain in business. IDA
projects also expand the tax base within their communities.

Monitor Employment Only For Projects | ntended to Create or Retain Jobs. Reporting
for IDA projects should reflect thisreality. Each project report should include a*“ project goal”
that would include a few simple categories, e.g. job creation, job retention, community
infrastructure development, etc. Projects not intended to create or retain jobs should be exempt
from employment reporting.

Industrial Development Agency Practices

Establish “Best Practices” Committeein NYSEDC

The diversity of practice among IDAs is substantial. This is neither surprising nor
particularly troublesome. In fact, that is the strength of locally-controlled tax preference
administration as each community operates with its own set of assets and needs. Nonetheless,
CGR believes that criticism aimed at IDAs might be deflected if New Y ork State Economic
Development Council’s IDA section were to establish a“best practices’ committee that would
serveasaforum for different perspectives on criteriafor project selection, PILOT schedules, fee
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issues, interpretation of legidative restrictions on IDA practice and other concerns. This
suggestionissupported by numerousinterviewswith individual s and institutions concerned with
IDAS, including many IDA directors, many of whom volunteered the idea without prompting
from CGR staff.

Consider Broader Application of Recapture Provisionsin | DA Contracts

Asdocumented above, many IDAs haveincorporated recapture of benefit provisionsinto
their tax abatement policies. We suggest that IDAs that do not currently include recapture
provisions strongly consider their adoption. By making this suggestion CGR does not imply that
there iswidespread abuse of the benefits conferred on aided firms. We do not have evidenceto
suggest that thisisasignificant problem. We do believe, however, that such aprovision would
encourage ahigher leve of scrutiny of individual projectsin thelater project years and that such
provisions would increase public confidence in IDAs without hampering their effectiveness.

Revise Record Keeping Requirements for IDAs

As noted earlier, 1993 IDA legidation required that all firms receiving IDA assistance
submit within ninety days following the close of their fiscal year afinancial statement that lists
all sale/leaseback transactions and bonds issued, outstanding, or retired during the reporting
period. Inaddition, all firmsreceiving IDA based sales tax exemptions must report the value of
benefits received to the NY S Department of Taxation and Finance. Because the legidation is
broad, the details of the reporting requirements have evolved independently at OSC and T&F-.

Theannual financia report for the Office of the State Comptroller consists of three major
sections. Thefirst deals with enterprise funds, the second with indebtedness, and the third with
supplemental information. The third section relates to specific projects supported by the IDA.
Tax and Finance's form (ST-340) consists of a one page document that must be filed by
agents/project operators. Copies of both of these forms are provided in the appendix.

68



&R

Record Keeping

CGR has developed severa recommendationsto allow for better coordination of the data
being collected. In addition, we have several recommendations for addressing the issue of
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redundant/superfluous data reporting requirements. These changeswill not only make reporting
less burdensome, but also facilitate more effective monitoring of IDA performance.

Our review of annua reporting required of the IDAs suggests that a dramatic
simplification of the report iswarranted. We assume that the legidative intent in mandating an
annual report was to facilitate the kind of evaluation attempted here and we make our
recommendations with that goal in mind.

Datacollection should observe several general principles. (a)lnformation that isof little
value to the evaluation but is costly to acquire should be eliminated, (b)Information should be
gathered at the cheapest point of collection, and (c)Information requestsshould belimited towhat
the respondent knows or can readily discover. In our experience, when respondents are required
to provide information they cannot accurately provide, it encourages speculation and taints the
attitude of respondentsto all portions of the report.

Develop Joint Recommendationsto Legislature on Record Keeping. There appearsto be
agreement between the IDAs and OSC concerning some of the reporting currently mandated.
OSC seems responsive to the argument of the IDAsthat some dataare difficult or impossibleto
report accurately and that some data €l ements are more trouble to report than they are worth to
OSC initsoversight capacity. Werecommend that OSC staff, the leadership of NY S Economic
Development Council (NY SEDC), Empire State Development, the Department of Taxation and
Finance, and representatives of the local government committees of the Assembly and Senate
work together to identify (a)what data are needed, (b)who is best able to gather these data
accurately and efficiently, and (c)which project types require a particular type of monitoring.

Reduce Specificity of Reporting Requirementsin Legislation. The IDA Annual Report
formisdevel oped by OSCinresponsetolegidation (specifically GML §859(1)). Thecomplexity
and length of the report can be partially attributed to statutory requirementsthat are more specific
than we believe to be necessary. We recommend that the legidlation be re-drafted to reflect the
general goals of the reporting process with details of the annual report’s contents left to the
discretion of OSC. The present legidation creates a report that is not only onerous but
uninformative.
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Develop Uniform Project Numbering System. Currently, there is no consistent set of
identification numbersfor IDA projects. While seemingly trivial, the absence of such a system
was the single most difficult obstacle CGR faced in completing this anaysis, dramatically
increasing the cost of the evaluation and reducing the amount of information we were able to
acquire and analyze. For internal record keeping, some IDAS assign individual identification
numbersto projects, while othersdo not. Oncethe | DAssubmit their forms, OSC assignsitsown
non-unique number to each project based on a combination of project type, project year, and a
sequence number for each IDA. Beyond the fact that these identification numbers do not
correspond with those assigned by IDAs (when used), this numbering system yields many
duplicate project numbers.

NY S Department of Taxation and Finance assigns its own identification numbers to
projects to track sales tax exemptions granted, but only after the reports have been filed by
respondents. Although T& F numbersare uniqueto each project, they do not correspond to those
used by OSC and the IDAs. It wasimpossible to establish aone-to-one correspondence between
the T&F project identifiers and those assigned by OSC. While we assume that the T& F data
correctly match sales tax exemptionsto the proper IDA, there are duplicate project beneficiaries
withinthe sameyear or across years (see Benderson Development or Sorrento CheeseintheErie
County records) and smilar project nameswithin and acrossyears. Thisvirtually guaranteesthat
the assignment of project identifiersby T& Fisinaccurate. CGR was able to match project names
between T& F and OSC for fewer than 20 percent of total projects. Even whenwewere ableto
establish a one-to-one correspondence between project numbers, we found that the information
gathered on an individual project basis was often in error.

A vehiclefor ensuring standar dized pr oj ect identification in maintenance of recor ds
is crucial for efficient monitoring of IDA projects. We strongly urge Empire State
Development to work with OSC, Taxation and Finance, and NY SEDC to establish a system of
standardized identification numbersthat would allow data collected by ESD and the Office of the
State Comptroller to be readily linked to data collected by Taxation and Finance and the internal
records of the IDAs. The most obvious approach would be to combine the IDA identifying
number, thefiscal year and asequence number within thefiscal year. Some projects might require
an additional character to identify the different phases of the same project. New York City’s
multi-year retention projects, for example, might be assigned an identification code in their first
year with aletter designating each bond series. All project information would berequiredto carry
this code, including the form used by Taxation and Finance to monitor salestax exemptions.
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Eliminate Sales Tax Reporting Requirement on IDAs. A coordinated numbering system
would aso enable OSC to eliminate redundant questions relating to sales tax exemptions
requested on their Supplemental Schedule. The IDASs are not in a position to gather accurate
information on salestax exemptions, although they are certainly capable of preparing reasonable
estimates of expected exemption totals. As illustrated earlier, data currently reported to the
Comptroller isof dubiousaccuracy. AsthelDAsarerequired to report salestax by statelaw, we
recommend that this mandate on IDASs be removed by the legidature.

I mprove Systemsfor Capturing Sales Tax Exemption Information. Asdiscussed above,
the current system used to capture salestax exemptionsisflawed. CGR identified many projects
in which the respondent confused the sales tax exemption and the value of purchases on which
the exemption should have been based, dramatically inflating reported salestax exemptions. The
system now in place generatesinaccurate datathat isnot easily verified. Furthermore, while we
found no evidence of abuse, the current system of reporting does not alter the potential for abuse.
If the Legidature expected that the reporting requirement imposed in the 1993 |egidlation would
reduce therisk of abuse, then little has been accomplished. A more robust approach to salestax
exemption measurement might involve either point of purchase monitoring or a rebate system
under which contractors would pay the sales tax at the time of purchase and apply for arebate
later intheyear. CGR recommends neither approach. We smply note that the current system of
measurement does not seem to be effective.

Taxation & Finance Publish Sales Tax Report. Assuming that the system of capturing
information on sales tax exemptions remains essentially unchanged, we recommend that T&F
create an annual report of salestax exemptionsreported by IDA project and distribute it statewide
inlieu of IDA sales tax reporting. Before releasing the annual report, Taxation and Finance
should send adraft to each IDA and ask that IDA staff verify information that appearsto bein
error. The IDAs are in the best position to judge the accuracy of reporting to Taxation and
Finance and to track down and correct errors before they become part of afinal published report
from T&F. Part of this “error checking” process will be accomplished by the addition of
subdivision 9 to GML 8874 (passed in the summer of 1997) which requiresthat IDAs estimate
the sales tax exemption at the beginning of the project. Thiswill enable T&F to perform its
oversight task more effectively. Still, we urge that T& F work with the IDAs to refine the data
collection process by annually providing each IDA with an annual report of salestax exemptions
claimed by agents of the IDA. Aswe have emphasized above, neither the sales tax reporting of

72



&R

IDAs (in IDA Annua Reports) nor Taxation and Finance records (from form ST-340) are
accurate. If T&F and the IDAswork together instead of generating parallel reports, we believe
that the state will have a more accurate picture of actual salestax exemptions conferred by IDA
activity.

Request Update I nformation Only From I DAs. CGR has provided OSC with the database
compiled from OSC’'s own spreadsheet files and the surveys completed by the IDAs. We
recommend that OSC annually send each agency aform similar to that prepared by CGR for this
evaluationthat includesall project information currently inthe OSC record. At the present time,
IDAs are asked to submit abrand new form each year summarizing all project information. Not
only doesthisincrease the burden of reporting for the IDAS, it a so increasesthe chances of error
asthe sameinformation isrecorded multipletimes. By giving the IDAsan opportunity to review
information previously submitted, OSC would improve the quality of its data while
simultaneously reducing the burden on IDAs. We suggest that agencies be asked to make
corrections on the form and to submit new project information in the same structure. Thiswould
reduce the burden on IDAs and improve the year-to-year consistency of reported data.

CGR isaware that OSC is exploring the feasibility of providing an electronic form on
which the IDAs can submit new project information, reducing the time and effort of OSC in
recording responsesand reducing thenumber of dataentry errors’. Weencouragethemto provide
thisopportunity to al IDAS, not smply the largest agencies, beginning with the 1997 report cycle.

As mentioned above, we also recommend that OSC use a code for missing data when
entering information provided by IDAs. Thiswould prevent analystsfrom confusing missing data
with zeros.

Add Site Occupant and Employer Registration Number to Report. In the OSC
Supplemental Schedule, projects are listed according to the name and address of project
beneficiaries (asrequired by thelegidation). For the purpose of tracking permanent job creation,
however, the site occupant(s) is a key piece of information. Although we do not presently

°The complexity of the data reported recommends the use of a database manager such as dBase, FoxPro or
Access. Currently, OSC records project information in a spreadsheet program. A relational database would
permit fileswith different functionsto be linked and facilitate the “ one-to-many” correspondence necessary for
proper reporting. CGR has provided OSC with the database and reporting forms used for this evaluation which
might be used as a foundation for future OSC record keeping.
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recommend using Department of Labor recordsfor monitoring employment trends, we hopethat
thiswill bepossibleinthefutureasDOL and T& F revisetheir systemsfor gathering employment
data. Werecommend that in addition to project owner, IDAs be required to submit the namesand
employer registration numbers of the site occupant(s).

Gather Property I nformation at Beginning of Project. Assigning avalueto property tax
exemptions awarded to participating firms was extremely difficult. IDAs should be required to
gather and provideto OSC property information, including the site address, pre-project assessed
value, digibility for RPTL 8485b (specifying municipality when exemptionisonly partial) and
taxing jurisdiction (if thisis not clear from the site address, a common phenomenon on Long
Idand). These dataare easily gathered at the beginning of a project, but are much more difficult
to obtain years|ater.

Bond I nformation

Thissection of the Comptroller’ sreportisparticularly troublesomefor IDAsto compl ete.
While reducing the reporting burden of IDAs is not the goal of this study, we suggest that the
quality of information will increaseif most of the requested information hasaclear purposeand
can befairly reported by the IDA.

Request Bond I nformation at the Beginning of Project. Because IDAs do not consider
outstanding bonds as a liability of the IDA, IDAs do not maintain information on the current
interest rate and outstanding balance for previously-issued bonds as part of their normal course
of business. Thereisasignificant cost imposed onthe DA when required annually to report the
outstanding balance and interest rate on previoudy issued bonds. We recommend that
information on the bonds be requested only once at the outset of the project and not on an annual
basis.

Conclusion

Asthe principal agents of local economic development, industrial development agencies
are acknowledged by most as key components of the state’s overall economic development
program. AslDAsconfer exemptionsfrom stateandlocal taxes, however, policymakersquestion
whether the policies of IDAS are appropriate and adequately monitored. This evaluation was
conducted because of a requirement passed into law by the NYS Legidature in 1993. The
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evaluation was meant to broadly measure the impact of IDAs on economic development in the
state and judge whether the procedures put in place to monitor IDAs were adequate and
functioning as intended.

CGR and Mt. Auburn Associates were unable to fulfill the first half of that mandate,
largely because systems for measuring IDA activity are inadequate. As a genera rule, the
consultant teamfound the staff of IDAsto be cooperative, knowledgeabl e, and responsible. Many
IDA directors and staff members gave generoudly of their time. Most appear genuingly interested
in meaningful reporting and are convinced that their work isimportant to their communitiesand
will bear up well under scrutiny.

Assessing the impact of economic development programs is difficult even with reliable
information on job creation and retention. |DASs provide arange of servicesto acommunity that
are difficult to tally numericaly. IDA projects themselves confer a range of benefits on a
community that extend beyond ssimplejob creation and retention. Conversely, even with certain
knowledge of job creation, the evaluator cannot be confident that the investment that did occur
was better than the potential investment it may have displaced.

CGR dataindicate that IDAs have added significant taxable value to local communities.
$2.5 hillion for 324 relatively-recent projects. In many cases the payments in lieu of tax
(PILOT)—even in thefirst year of the PILOT agreement—were higher than taxes received on the
properties before the project. Some IDAs have embraced this condition asaformal policy. Of
course, ashare of these projectswould have gone forward without IDA assistance, an inevitable
“leakage’ of public money that occurs with virtually any economic development assistance.
Assuming that our survey of project beneficiariesisrepresentative of all IDA projects, wewould
expect that about twenty percent of this increase in assessed value would have been achieved
without IDA assistance but that the remaining added value (aswell asthejobs and other benefits
associated with these projects) would have been lost, displaced, diminished, or delayed.

Missing and inconsistent data did not alow the consultant team to formally estimate the
ratio of benefitsto costsfor al IDA projects closed during the study period. Using asample of
projects, however, CGR found that the increase in PILOT and tax payments for many of these
projects outweighed the value of tax abatements, when measured over atwenty year period. In
virtually all of the remaining projects, the net tax expenditure was quite modest when measured
on aper job basis. Given the various problems with the data, this was not a statistically valid

75



&R

sample and cannot be used to predict resultsfor the entire population. Nonetheless, our analysis
suggests that IDA projects add more to a community’ s economic well-being than they cost in
taxes foregone.

CGR’ sprincipa recommendations address recordkeeping and reporting issuesmorethan
larger policy questions. Unfortunately, a truly comprehensive evauation of New York’'s
industrial development agencies must wait until the process of collecting outcome data has been
improved.
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Appendix I 1: Survey of Industrial Development Agency Staff

IDA:
Address:

Director:

2. How are the activities of your IDA financed?
Supported fully by IDA project fees and revenue from IDA assets
Supported fully by local municipalities
Combination: __ % IDA Revenue % Local Gov't % Other:

3. How many paid staff are dedicated to the work of the IDA?
Full Time Equivalent (FTE) Staff No Paid Staff

Tell us about community benefits other than IDA-sponsored loans or lease
arrangements that are secured through the activity of your agency.

4, During 1996, did I DA-supported staff provide economic development assi stance to the community
unrelated to IDA-sponsored loans or leases?
Rarely or not at all Occasionally  Routinely

If yes, please give a specific example(s):

5. During 1996, was | DA revenue used to support economic development activities that were
unrelated to IDA-sponsored |oans or |eases?
Rarely or not at all Occasionally  Routinely

If yes, please give a specific example(s):
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6. During 1996, approximately how much I DA revenue was used to support economic development
activities that were unrelated to IDA-sponsored |oans or |eases?

$

7. During 1996, how much state or federal financial assistance was obtained for the community
directly through IDA activity?

$

Please identify the lar gest single 1996 state or federal grant and its purpose (a complete list would
be great, but we'll take one):

$ Source:

Purpose:

8. During 1996, what contribution did the IDA make to specific projects IN ADDITION TO
brokering financial incentives? Please provide specific examples.
1996 activity was limited to the financial side of projects

Project Description:

IDA Role (non-financial):

(Multiple examples are welcome. Please add sheets)
Tell us about the impact 1993 legislative changes have had on your IDA.

9. Public hearings held in response to 1993 legidation have (circle the number under the most

appropriate response):
Provided helpful Contributed little in the way of Been nothing but a
information, improving substance, but are good public waste of money
funding decisions relationsfor the IDA
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10.  For your IDA, 1993 restrictions on retail projects (circle the number under the most appropriate
response):
Provide sensiblecriteria for Unnecessarily limit your
selection & ranking of retail ability to create and retail
initiatives jobsin our community
1 2 3 4 5 6

v

11.  Reporting requirements strengthened in the 1993 legidation have:

Sharpened internal Had little impact on costs or Added a costly and
record-keeping in the IDA recor ds kept by the IDA unnecessary burden to the
work of thelocal IDA

1 2 3 4 5 6

12.  Pleaseidentify any elements of the Comptroller’s Annual IDA Report Bond/Notes and Strait Lease
Supplementa Schedule that seem ill-defined or excessively burdensome. Attach additional paper,
if necessary. Code your commentswith B for a burdensome requirement and | for a data element
that can be interpreted in multiple ways.

No elements inadequately defined or excessively burdensome
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Supplemental Burdensome or ill-defined? Please explain, e.g. -
Schedule Element B: “IDA isn't informed; info must be obtained by survey.”
(1996 form) I: “With or without 485b? Not clear.”

Purpose

Amount

Sales Tax Exemption

Real Property Tax
Exemption

Mortgage Recording Tax
Exemption

Total Exemptions Net of
RPTL 485b Exemption

PLOTS

Jobs Created/Retained

13.  List/discuss any concerns regarding elements from other sections of the Comptroller’s Annua IDA
Report (attach additional pages if necessary):

14.  For reporting purposes, how do you estimate the value of the sales tax exemption?

81



&R

We conclude the survey with some questions about policy issues that have been
frequently debated at the state level. Some are controversial; some are not. Please
give us your opinion.

15.  How important are federally-taxable bonds to the work of your IDA?

Very important: Use frequently Not important: Userarely

1 2 3 4 5 6
7

16.  Doesthefact that all IDA bonds are exempt from New Y ork State personal income tax have a
measurable effect on the desirability of federally-taxable bonds?

Yes. Noticeable reduction in No: Statetax exemption has
borrowing cost for project owner no effect on cost
1 2 3 4 5 6
7

17.  Aretheretoo many IDAsin some areas? Would you support (please circle the number below your

preferred response):
Strongly No Opinion Strongly
Support Oppose
Countywide | DAS? 1 2 3 4 5 6 7
Regional DAs? 1 2 3 4 5 6 7
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18.  Competition between IDAs over tax abatement levels may reduce local taxes received from an
industrial project. Inyour experience, isthis a common occurrence?

No, competition
over abatement
levelsrarely

Yes, | am familiar with several
recent instances in which
competition over abatement
levelsreduced thetax baseto the reduces taxes
community for projectsthat were received by
unlikely to leave the state. municipalities.

Comments:

19. Doesyour IDA have formal criteria (such as number of jobs created/retained, project size, type of
firm, local ownership, etc.) used in project selection?
No Yes(if yes, please attach copy)

20.  Listor attach procedures used for determining eligibility for tax exemptions.

21.  Listor attach the uniform tax abatement schedules you apply to projects sponsored by your IDA.
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22.  Listor attach a copy of the fee structure used by your IDA for sale/leasebacks and bond issues.
(Please include the basis used for feesin sale/leaseback deals.)

COMPLETED BY:

TELEPHONE:

Return to:

Center for Governmental Research
37 South Washington Street
Rochester, NY 14608



Appendix I11: Survey of IDA Customers (Project
Beneficiaries)
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Appendix IV: IDAsthat Responded to the Project Data

Survey

Albany County IDA
Allegany County IDA
Amherst IDA
Amsterdam IDA
Auburn IDA

Babylon IDA
Brookhaven IDA
Broome County IDA
Cattaraugus IDA
Chautaugqua County DA
Chemung County IDA
Cohoes IDA

Erie County IDA
Franklin County IDA
Genesee County IDA
Geneva DA

Greene County IDA
Hamburg IDA
Hempstead Town IDA
Herkimer County IDA
Hornell IDA

Idip Town IDA

Lewis County IDA
Livingston County IDA
Madison County IDA
Monroe County IDA
Nassau County IDA
Niagara County IDA
Onondaga County IDA
Ontario County IDA
Orleans County IDA
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Oswego County IDA
Rensselaer County IDA
Rockland County IDA
Rotterdam IDA

Saratoga County IDA
Schoharie County IDA
Seneca County IDA

St. Lawrence County IDA
Suffolk County IDA
Sullivan County IDA
Tioga County IDA

Ulster County IDA
Warren & Washington County IDA
Wayne County IDA
Westchester County IDA
Y ates County IDA
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Appendix V:

Albany City IDA
Allegany County IDA
Amherst Town IDA
Amsterdam IDA
Auburn IDA
Bethlehem Town IDA
Brookhaven Town IDA
Cattaraugus County IDA
Chautauqua County IDA
Chemung County IDA
Clinton County IDA
Cohoes City IDA
Dutchess County IDA
Erie County IDA

Essex County IDA
Genesee County IDA
Geneva City IDA
Greene County IDA
Hamburg Town IDA
Hempstead Town IDA
Hornell City IDA

Idip Town IDA

Lewis County IDA
Livingston County IDA
Madison County IDA
Middletown City IDA
Monroe County IDA
Niagara County IDA
Onondaga County IDA
Ontario County IDA
Orleans County IDA
Oswego County IDA

IDAsthat Responded to Directors Survey
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Rockland County IDA
Rotterdam Town IDA

Saint Lawrence County IDA
Saratoga County IDA
Schoharie County IDA
Seneca County IDA
Steuben County IDA
Suffolk County IDA
Sullivan County IDA

Tioga County IDA

Ulster County IDA

Warren & Washington County IDA
Wayne County IDA
Westchester County IDA
Wyoming County IDA

Y ates County IDA
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Appendix VI: Respondentsto Survey of Project Owners

1995 DTPInd., Inc.

2883 AssociatesLLC

450 S. Salina Street Partnership
4949 Harlem Road Inc.
6637 Main Street

ACG Main Eggert

ACM Medica Laboratory
ACME Electric

Aim Corrugated Container
Airport Systems

Al Sigl Center

Albany College of Pharmacy
Alfred Publishing

Aloi Materias

AmeriCan Customhouse
American Internationa Group
American Precision Ind.
Amherst Lakes Prof.
Amherst Systems C
Amplaco Inc.

Annie Schaeffer Sr. Ctr.
Apollo Tool

Arrow Electronics

Ashford Concrete

Belknap Business Forms
Ben-Mer

Benderson Development Co.
Berkeley Carroll School
Berkshire Farm Center & Serv.
Bert's Bike & Sports

Beth Abrams Hospital
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Big V Supermarkets
Blackwood Assoc. Tennaco Plastics
Blue Bird Coach Lines
Bridgewater Place Plant #2
Buffalo Industrial Park
Burmax Co. Inc.

COARC

CVM Electric Inc.

Carousel Center Pyramid Co.
Celt Specialty

Central National Bank
Cerified Fabrications
Chopra Environmental
Clestra Cleanroom Inc.
Cliffstar Corp.

Climax Manufacturing Co.
Cold Spring Harbor Labs
College of Mt. St. Vincent
College of New Rochelle
Colleges of the Seneca
Columbia Grammar Prep School
Coopervision

D.C.G. Development Co.
Dairy Conveyor Corp.
DeFdlice/d. Sterilizer Corp.
DePaul Comm. Facil.
DePaul PropertiesInc.
Decarolis Truck Rental
Devel. Disabl. Inst.
Dominican College
Dowling College
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Dry Creek Products
Dunkirk Mtg. Glass & Ceramics Corp.

E. Scott & P. Dedrick (Buffalo Games)

ENI

Edgar Fabrics Inc.
Electrosynthesis

Fairfield Airport E. J. DelMonte Corp.
Family Res.& Ess. Entrprs.
Faster Form Corporation
Federal Storage of WNY
Fiber Conversion Inc.
Fisher Carting and Moving
Fleet Maintenance

Fort Miller Assoc.

Fresnel Optics

G.A.F. SediglInc.
Gateway Community Industries
Generd Welding & Fabr.
Geneva Club Beverage
Glen Arden Inc.

Goldman Associates
Goldwell of NY

Granny's Kitchen

Gray Syracuse

Greer Hill/Holimont Inc.
Hauser Corp.

Henry Johnson Blvd.
[1mak

IRR Supply CentersInc.
Ingram Micro Inc.

Irish Welding Supply
|skalo Development

J. D'Addario

J. Kaufman Iron Works
JN. White Assoc.
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JDTM Properties

Jamestown Container

Jeff & Darlene Long

Jetro Cash & Carry Enterprises
Jewish Board

Jewish Board of Family

John J. Connelly Enterprises
John Muir Partnership

Julliard School

Kendal at Ithaca

Kramer Chemicals Inc.

LBJ& D LLCK&W MFG.
Lanovara Foods

MS Pietrafesa

Markar Products

Maryhaven Center of Hope
Marymount Manhattan College
Medaille College

Michadl & Christie Hagen
Micrus

Midstate Litho Neil Rose
Midway-CTS Buffalo Inc.
Miller Aviation

Nationwide Prec.

Nazareth College

Nealon Transportation Gerald Derick
New Interdisciplinary School
Newkirk Products

Nippon Cargo Airlines Cargo Bldg.
Nissequoque Cogen Ptnr.
Northern Columbia Assoc.
Northern Electric Company
Northern Lights Candles
Norton-Smith Hardwoods
Ontario Co. Airport
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P.O.P. Display #1 (C)
P.O.P. Display #2 (C)
Perry Jacobstein

Port of Albany; Albany Local Devd. Corp.

Prudential Securities

Quad Graphics

R.P. Friend/Friend Lab Inc.
RB-3 Benderson Development
Railroad Place LP

Reh Kinder Holdings

RoAN Industries

Robinson Knife Manuf.
Rochester Industrial Control
Rod Grayhill Cannery Row
Rosina Food Products

SC Southwest Sewer; SC Dept. PW
SPS Medical

Safari Ent. AIDA

Saratoga Warehouse Assoc.
Scholastic Inc.

Selkirk Cogen County
Sevenson Hotel Assoc.

Silver Dollar Optical

Sinclair Radio Technologies
Slant\Fin

Sonwil Distribution Center
South Glens Falls Ltd. Partnership
Southtowns Seafood

Spargo Wire Co.

Speer Leeds & Kellogg
Sporting Dog

St. Bonaventure University
Stork Resalty Corp.

Stritt & Priebe

Summit Federal Credit Union
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Sussen, Inc.

Sweeney Stedl Serv. Corp.
Syracuse Binghamton & NY Railroad
TVGA Engineering Surveying
Taylor Devices Inc.

Telog Instruments

Thorntree Hotel Corp.
Transcedar Inc.

Transonic Systems

Trayer Products Inc.

Triple®S’ Sporting

Truck Lite Co. Inc.

UltraFab Inc.

Unipunch Products Inc.

United Cerebral Palsy/Suffolk
Utica College Found

VAW of Americalnc.

Valley Falls Hydro Electric
Vergason Tech.

Vibratech Inc.

Vic-Nic Holdings

Wayne Hostels Holding Inc.( ARC)
Weson-BFO Inc.

West Valley Zagpfel-Krog Corp.
Westchester School For Special Children
Western NY Medica Park
Westwood Pharmaceuticals
Win-sum Ski Corp.

Wolcott Cold Storage
Woodcliff Associates

Zappia Enterprises
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Appendix VII: Agenda Used for Regional IDA Workshops

Standards for Evaluating Individual Projects
How should success be measured when IDAS assist firms?
Quantifying Other Benefits of IDAs
Use of IDAs as atool of local government
Increased value of properties after IDA involvement (e.g. comparison between
property tax payments before development and PILOT payments after)
I mpact of 1993 Reform
Public hearings
Restrictions on retall

Reporting requirements

Role of IDA Financing in Projects that Shift Employment from One NYS
Community to Another
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5. Project Reporting Requirements:. Confusion/Complications of OSC Form

Project purpose
Interest rate

L ease amount

Sales tax exemptions
PILOT data

6. Other Project Data
Project occupants

Loan terms
Pre and post project assessment value of sites

94



Appendix VII1: Comptroller’'s1995 | DA Annual Report
Form
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Appendix I X: NY S Department of Taxation & Finance
Form ST-340
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Appendix X: Interstate Comparison Questionnaire

What level of government controls the issuance of Industrial Development Bonds
(IDB9)?

State agency
Regional agency
Loca agency/loca government

What types of tax abatements are offered to private firms who seek economic
development assistance?

State persona income tax exemption on industrial revenue bonds
Property tax

Sales tax on construction materials

Corporate income tax

Mortgage tax

Other? Please specify

What is the maximum period of time over which property taxes are abated in the
state?

Y ears No limit--determined by local taxing jurisdictions

Is there a uniform schedule or schedules of property tax abatement for economic
development projects?
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No

Yes

IF YES, what determines the schedule of tax reductions? May we be sent a copy of the
policy?

State policy

Local discretion

What type of projects are eligible for IDBS?
Manufacturing

Commercia
Retail
Non-profits
Public facilities

What job creation or job retention standards are applied to the award of economic
development incentives, particularly IRBS?

Are federally taxable industrial revenue bonds used in your state?
Rarely or not at all

Occasionaly

Routinely

IF YES: Are federdly taxable IRBs subject to state personal income taxation?
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No

Yes

What is the level of political support for IRBs and other incentives for industria
development?

IF ANSWER TO Q1ISSTATE, STOP HERE!

9.

10.

11.

12.

13.

How many local economic development agencies have the authority to issue IRBS?

How are the jurisdictional boundaries of local economic development agencies
established?

How is the governing board selected?

Part of executive branch of local government
Appointed by elected officials

Other (please specify):

What controls are in place to prevent one jurisdiction employing tax incentives to
attract business firms from one area of the state to another?

What are the reporting requirements imposed agencies with authority to issue
IRBs? * obtain copy of form used, if possible
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14. Do loca agencies secure title to a property on a sale/leaseback basis for the
purpose of conferring tax incentives without issuing IRBS?

Rarely or not at al
Occasionaly

Routinely
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