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Summary

Industrial Development Agencies (IDAs) are public benefit corporations created by an act of the

State Legislature on behalf of one or more local governments. IDAs are intended to advance the job
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.!

The 115 IDAs operating in the State in 2009 are just one type of entity that performs economic
development functions. Additionally, there are 279 local development corporations (LDCs) operating
in New York State, many of which were also created for economic development purposes. A number
of the State’s most populous areas have multiple IDAs and LDCs. For example, there are 40 IDAs and
LDCs in New York City, 21 in Erie County, 19 each in Monroe and Westchester counties, and 14 each
in Albany and Orange counties.

The overlapping nature of these economic development efforts can make the task of establishing a
regional, coordinated approach difficult. Moreover, there have been and continue to be persistent
problems and questions related to local governments’ use of LDCs, and to IDA performance and
accountability. In response, Comptroller DiNapoli recently advanced a reform package that would limit
municipal use of LDCs to finance local government operations and the acquisition or improvement of
their assets. He has also increased oversight of IDA operations through audits, issuance of an annual
performance report and more rigorous review of IDA reports. Presently, if an IDA’s annual audited
financial statement is not filed or is found to be incomplete, the IDA’s authority to offer financial
assistance which provides exemptions from certain State taxes is suspended.

While the reform efforts related to IDAs have resulted in some level of improvement in the overall
quality of IDA reports, there are still shortfalls in the tracking and verification of performance
measures, especially where job creation and job retention goals are concerned. These measures are
essential if taxpayers are to be satisfied that the tax exemptions and other advantages that IDAs provide
to private businesses and entities are justified relative to the quantifiable benefits they generate.

IDA Summary Statistics

Year IDAs | Projects . Total Net T?x Estimatfzd Average C.ost
Project Amount Exemptions Job Gain Per Job Gained
2009 115 4,577 $73,504,614,999 $496,033,527 204,172 $2,429
2008 115 4,471 $65,621,175,274 $644,955,386 195,466 $3,300
2007 116 4130 $60,745,321,393 $592,845,290 226,602 $2,616
2006 116 3,813 $41,020,744,110 $455,493,469 228,925 $1,990
2005 117 3,693 $39,386,476,860 $386,538,965 300,944 $1,284
2004 117 3,475 $34,302,069,906 $388,005,975 164,094 $2,365
2003 117 3,294 $33,945,336,005 $353,579,036 133,678 $2,645
Change 2008 to 2009 0 106 $7,883,439,725 -$148,921,858 8,706 -$870
Percentage Change 0.0% 2.4% 12.0% -23.1% 4.5% -26.4%
Change 2003 to 2009 -2 1,283 $39,559,278,994 $142,454,491 70,494 -$216
Percentage Change -1.7% 38.9% 116.5% 40.3% 52.7% -8.1%
Division of Local Government and School Accountability




* In 2009, the 115 IDAs in New York State reported supporting 4,577 projects valued at $73.5 billion,
an increase of 106 projects with an additional worth of almost $8 billion, or 12 percent, from the
year before.

* Over half of the $8 billion increase in the total value of projects assisted by IDAs in 2009 is
attributable to one new project — the Saratoga County IDA assisted the Global Foundries U.S.
microchip fabrication plant, worth $4.7 billion. Other large new projects are being assisted by the
Suffolk County IDA (a corporate headquarters), the Rensselaer County IDA (a power plant and a
health imaging manufacturing facility), the Monroe County IDA (a shopping center), and the Town
of Lockport IDA (an Internet data center).

* IDAs provided total gross tax exemptions of $1.2 billion in 2009. These exemptions were partially
offset by the receipt of payments-in-liecu-of-taxes (PILOTS) totaling nearly $700 million, resulting
in net tax exemptions of almost $500 million. Net exemptions declined by almost $150 million
from 2008 due largely to ongoing adjustments in reporting methods by the New York City IDA.
These adjustments also affect the average cost per job gained.

* Projects receiving IDA assistance employed 724,390 full-time equivalent workers in 2009. This
represents a cumulative net gain of 204,172 jobs from IDA projects over the life of the projects.

* IDAs reported nearly $23 billion in debt outstanding in 2009, with more than $2 billion in new
debt being issued in 2009.

* As evidenced by the number and geographic distribution of local IDAs and LDCs, it is clear that
economic development efforts in the State are overlapping in nature and do not necessarily reflect
the size, density, or development needs of the State’s communities. This uneven distribution of
IDAs and LDCs suggests that there is a need for better regional coordination.

* An analysis by county of net tax exemptions provided by IDAs and of job growth does not
indicate a positive correlation between the two. This reinforces the need for better job creation
and retention data for all IDA projects, in order to evaluate the extent to which these projects are
meeting their intended economic development goals.
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Introduction

By law, each IDA is required to file an
audited annual financial report with
OSC within 120 days after the end of
its fiscal year. If an IDA fails to file a
statement or files a report that is not

New York State Industrial Development Agencies

substantially complete as determined by
the State Comptroller, after a series of
notifications, the IDA’s power to offer
financial assistance which provides
exemptions from State taxes (including
State sales tax and the mortgage

recording tax) is suspended until the [] Clounty IDAs
required report is filed. Reports are I city IDAs
filed through the Public Authoritics Il Town IDAs
Reporting Information System (PARIS), -Vi”age IDAs ' S
which was developed by OSC in
cooperation with the New York State Authorities Budget Office (ABO). PARIS was introduced in 2007
and has been fully phased in for all IDAs as of the 2008 fiscal year.

The reports filed by IDAs have frequently been inconsistent and incomplete, as highlighted by an OSC
report issued in February 2008. This report, which examined data from 2006 and prior, found that these
issues made it difficult to determine how well IDAs achieved their mission of attracting and retaining jobs,
ot even to determine how much of the taxpayet’s money was being spent on IDA projects.?

For some time, OSC has been working to improve the quality and dependability of the data contained

in individual IDA reports. The implementation of PARIS led to a marked improvement in the quality of
IDA data, since PARIS requires a standardized reporting format through a structured, Internet-based
application. OSC has also stepped up oversight with respect to IDAs that did not file reports or that filed
reports which were not substantially complete. This effort has already borne fruit, with the number of
financial reports filed after the statutory deadline declining from ten in the 2008 reporting cycle to three
in the 2009 reporting cycle. The three IDAs that have not submitted reports for 2009 include the Town
of Erwin IDA, the City of Newburgh IDA, and the City of Oneida IDA. These IDAs also have not
reported for 2007 or 2008, and OSC has suspended their power to offer exemptions from State taxes.

Additional improvements in IDA reporting have resulted from the Public Authorities Reform Act

of 2009.° This Act expanded the reporting requitements for all State and local authorities, including
IDAs. Financial reports now include information on grant and subsidy programs administered by these
authorities, operating and financial risk, and bond ratings and long-term liabilities (such as employee
benefits). In addition, IDAs are now required to report on certain real property transactions, make
information accessible to the public via a website, and provide historical information, including the
legislation that established the IDA, and a description of the IDA and its board structure.

Division of Local Government and School Accountability IV (et No A fey el o T W NC - Tel -1 3




The Overlapping Nature of New York’s Economic Development Efforts

New York City and all of the counties outside of New York City have IDAs (Washington and Warren
counties share one IDA) — covering the entire territory of the State. In addition, there are 58 other
IDAs in operation that have been formed by the State for the benefit of other local governments.
Including IDAs created for benefit of the county itself, IDAS per County

eleven counties have more than two IDAs:

County Number of IDAs | Population
* Western New York — Erie and Niagara counties;

. . Albany 7 304,204
* Capital Region — A%bany, Rensselaer, Saratoga, and Westchester - 3

Schenectady counties; :
Erie 6 919,040
* Mid-Hudson Region — Orange and Westchester ST 6 372,813
counties; Saratoga 5 219,607
* Long Island — Nassau and Suffolk counties; and Suffolk 5 1,493,350
* Steuben County in the Southern Tier. Rensselaer 4 159,429
Nassau & 1,339,532
Two of the State’s largest cities — Buffalo and Niagara 3 216,469
Rochester — do not have their own IDAs, while some Schenectady 3 154,727
small villages and towns do have IDAs. Steuben 3 98,990
16 Counties 32 (2 each) 2,734,380
In addition to IDAs, the State of New York has a 30 Counties 30 (1 each) 2,241,315
number of entities that are intended to promote New York City 1 8175133

economic development. At the State level, the

Department of Economic
Development and the Empire

State Development Corporation

are tasked with helping to create
the State’s economic development
policy. There are many local entities
that have economic development
roles, including IDAs and Local
Development Corporations (LDCs).
There were 114 IDAs and 279
LDCs operating in the State at

the end of 2010.* More than 20

new LDCs were created between
2008 and 2010; many of these were
formed to support “civic facility”
projects after the statutory authority

Number of IDA Projects by Type of Government, 2009

Village,
Town, 6 projects,
751 projects, 0.1%
. 16.4%
City,
364 projects,
8.0%
County,
2,878 projects,

62.9%

* One IDA serves the City of Mechanicville and the Town of Stillwater.

City-Town*,
2 projects,

0.0%

New York
City,
576 projects,
12.6%

of IDAs to provide financial assistance for these types of projects expired in January 2008. This is in
addition to any activities carried out directly by counties, cities, towns and villages that may relate to

economic development.
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By examining the number and location of each
IDA and known LDC, it quickly becomes
evident that many areas have several such
agencies with often overlapping jurisdictions.
For example, New York City has an IDA as well
as 39 LLDCs. In addition, there atre six counties
that have over a dozen IDAs and LDCs apiece.
This uneven distribution of IDAs and LDCs
may suggest that there is a need for better
regional coordination to maximize the positive
impact IDAs can have on host communities
and eliminate the inefficiencies often bred by
overlapping economic development efforts.

This multitude of economic development entities
raises questions related to the coordination of
economic development activities within a region.
Each entity may pursue differing and possibly
conflicting strategies, such as vying for projects
in a manner that offers benefits to one group of
taxpayers to the detriment of another group of
taxpayers within the same regional community.

IDAs are precluded from offering financial
assistance to projects which would result in

the removal of an industrial or manufacturing
plant from one area of the State to another or
the abandonment of a plant or facility located
within the State, unless the IDA determines
that the project is “reasonably necessary” to
discourage the project occupant from removing
the plant or facility out of the State or to
preserve the competitive position of the project
occupant in its respective industry.” A 2006
OSC audit found that 21 of 108 projects in six
IDAs had moved within the State. While all of
these entities claimed that IDA assistance was
necessary to maintain their competitive position
and prevent them from moving out of State,

Local Development Corporations

Local development corporations (LDCs) are
private, not-for-profit corporations often created
by or for the benefit of local governments

for economic development or other public
purposes. Although these entities can be useful
tools, their role in certain local government
transactions has become a growing concern.
Recent audits of local governments have
revealed that LDCs are being created and used
for a range of activities beyond their original
fundamental purposes. Specifically, some of
these entities have been used to circumvent
State laws which govern local government
finances, operations and the acquisition and
improvement of government assets. As a result,
Comptroller DiNapoli has advanced legislation
that would limit and regulate the use of LDCs so
this practice will not continue unabated.

As of the end of 2010, there were at least

279 known LDCs in the State, of which 185
were defined as local authorities under the
Public Authority Accountability Act of 2005, as
amended by the Public Authorities Reform Act
of 2009. Beginning in the 2009 fiscal year these
185 “public authority” LDCs were required to
submit their financial data to PARIS.

To learn more about LDCs and Comptroller
DiNapoli’'s recommendations for reform,

see Municipal Use of Local Development
Corporations and Other Private Entities:
Background, Issues and Recommendations,
Office of the State Comptroller, April 2011,
http://lwww.osc.state.ny.us/localgov/pubs/
research/ldcreport.pdf.
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these claims wete neither documented nor verified by the IDAs.® Also, when the Montgomery County
IDA provided tax exemptions to assist with the relocation of the Beech-Nut plant from the Village of
Canajoharie to the Town of Florida, the County as a whole may have benefitted by retaining Beech-Nut,
but the move had a significant and detrimental effect on the Village of Canajoharie, which had built
water and sewer infrastructure to support the needs of the plant. Village taxpayers must now support

the cost of that infrastructure without tax revenue from the plant.

A more coordinated and regional approach to economic development could alleviate some of these

problems. This may involve some mechanism to coordinate the activities of economic development

entities and ensure that they engage only in actions that maximize the effectiveness of the incentives

that they can provide, including tax exemptions and assistance with financing. Otherwise, there is the

danger that limited government resources may be wasted.

The 2011-12 State Fiscal Year
Budget provided for initiative
that involved the creation

of ten regional Economic
Development Councils, which
are charged with coordinating
the distribution of State
economic development
resources and reviewing
existing projects to ensure
that the limited resources
available are received by

those that provide maximum
benefits. The Budget allocated
$130 million in funding for
projects to be selected by these
Councils. The Councils will be
composed of local private and
public stakeholders.’
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IDA Activity in 2009

In 2009, 115 IDAs reported assisting
4,577 projects worth an estimated
$73.5 billion. This represents an
increase of 106 projects, and $7.9
billion of investment, from 2008.
The New York City IDA, the State’s
largest, supported 576 projects worth
$19.3 billion (over 26 percent of the
statewide project total).

IDAs provided $1.1 billion in gross
tax exemptions in 2009, as follows:

* 89.5 percent in property tax
exemptions;

* 9.8 percent in sales tax
exemptions; and

* 0.7 percent in mortgage
recording tax exemptions.

These tax benefits were partially
offset by payments in lieu of taxes
(PILOTS) totaling $693 million,
resulting in net exemptions of
$496 million.

Distribution of Projects by IDA Size, 2009

Very Small,
Small, 30 IDAs,
34 IDAs, 141 projects

524 projects
2\

Very Large,
10 IDAs,
2297

projects

Very Large (100 or more projects each)

m | arge (50 to 99 projects each)
= Medium (25 to 49 projects each)
Small (10 to 24 projects each)
= Very Small (fewer than 10 projects each)

IDA Total Gross Tax Exemptions, by Type of Tax, 2009 (millions)

Mortgage
Recording,
$8.3

State Sales,
$67.9

Local Sales,
$48.8

School
Property,
$367.9

County
Property,
$119.8

Local
Property,
$576.8
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Project Amounts

The $73.5 billion in total project
amounts reported by IDAs in
2009 represented an increase of
12 percent from the $65.6 billion
reported in 2008. In 2009, over
208 new projects worth at least
$8.2 billion became active. This
included one project in Saratoga
County— the $4.7 billion Global
Foundries U.S. microchip
fabrication plant in Malta — that
has the largest total project
amount of any IDA project

in the State, and which alone
accounts for about 60 percent of

Total Project Amounts 2003 to 2009

$80

OOutside NYC
BNYC

I

$70

$60 -
$50 -
$40 -
$30
$20 -
$10 -

$39.4

$33.9 $343

(billions)

1

$41.0

1$54.2

i N

$0

2003 2004 2005

2006 2007

2008 2009

the increase in total project costs
in 2009.

Largest New IDA Projects in 2009

Total Project Net Estimated | Estimated
IDA Project Project Type Amount Exemptions | Jobs to be | Jobs to be
(millions) (millions) Created Retained
Saratoga County Global Foundries U.S.,Inc. Manufacturing $4,657 $3.3 1,190 0
Suffolk County Canon U.S.A,, Inc. Phasel Services $578 $0.0 1,410 0
Rensselaer County Besicorp-Empire Power Transportation,
Co. LLC Communication,
Electric, Gas $358 $12.3 8 0
and Sanitary
Services
Erie County Joint School Construction Other
Board Phase IV $295 $0.0 e e
Monroe County Bersin Properties LLC Retail Trade $260 $0.3 0 12
Rensselaer County G E HealthCare Manufacturing $180 $2.2 450 0
Town of Lockport Yahoo! Inc. Transportation,
Communication,
Electric, Gas $150 $1.7 75 0
and Sanitary
Services

8 Industrial Development Agencies
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Exemptions and PILOTs

IDAs reported providing $1.2 billion in gross tax exemptions in 2009. Property tax exemptions made
up nearly 90 percent of the total, of which 31 percent was related to school property taxes. State and
local sales tax exemptions made up 10 percent of total gross exemptions, and mortgage recording tax
exemptions made up the remaining 1 percent.

In 2009, gross tax exemptions per project ranged from §0 (reported for nearly a third of all projects) to
$70 million (for a Morgan Stanley Group project assisted by the New York City IDA).

About 58 percent of gross tax exemptions were offset by PILOTs totaling $693 million. PILOTs as

a share of total gross tax exemptions also varied widely between IDAs. For example, the Town of
Lockport IDA only collected about $33,000 in PILOTs to offset almost $2.5 million in gross tax
exemptions. Three IDAs — in the towns of Colonie, Montgomery, and Southeast — reported PILOTSs
in amounts that were exactly equal to their gross tax exemptions. Also, four IDAs — City of Auburn,
Town of Bethlehem, Cattaraugus County, and Franklin County — had PILOTs that exceed gross tax
exemptions in 2009. This can happen because PILOTs are paid according to a negotiated agreement
which may not be linked solely to the amount of real property taxes that would have been levied if the
project was not tax exempt by reason of IDA involvement.

Net tax exemptions, the difference between gross tax exemptions and PILOTS, also vary considerably
from one IDA to another. The New York City IDA has the largest net exemptions — nearly $144
million. The next highest was Greene County, with $28.7 million. The New York City IDA’s net
exemptions declined from $262 million in 2008 as a result of adjustments in reporting methods. At
the other extreme, the IDAs where PILOTs exceeded gross exemptions will have a “negative” net
exemption, the largest being almost $2.5 million in the Town of Bethlehem IDA — most of this being
from two power plant projects, one begun in 1994 and the other in 2001.

The map below compares net tax exemptions provided by all IDAs located in each county compared to
the total property tax levy for each county, as well as for New York City. While not all tax exemptions
are from the property tax, this illustration does highlight areas where net tax exemptions are rather
substantial compared to the county’s (and New York City’s) property tax base. High net property tax
exemptions for IDA projects mean that more of the tax burden is shifted to other taxpayers.

To ascertain where IDA projects are helping or may be needed to help with job growth, the map also
includes total job gains or losses in each county and New York City from 2003 (the median starting
date for current IDA projects) to 2009. Notably, in several of the counties with relatively large tax
exemptions compared to total levy, there were job losses between 2002 and 2009 — including Greene
County (tax exemptions at nearly 25 percent of total levy), Niagara County, Oswego County, and
Wyoming County (all with tax exemptions exceeding 6 percent of total levy).

Division of Local Government and School Accountability IV (et No A fey el o T W NC - Tel -1 9




IDA Net Tax Expenditure by Levy and Job Growth

Gain or Loss of Jobs 2003 to 2009

v Loss over 5%

Y  Loss under 5%

A Gain under 5%

A Gain over 5%
Net Tax Exemptions as a % of Levy
|:| 0% or Less

0% to 2%

[ 2%to6%
B 6% to 15%

Job change data from Quarterly Census of Employment
and Wages, New York State Department of Labor and
the US Bureau of Labor Statistics

Based on an analysis of the exemption and employment data by county, there does not appear to be a
positive correlation between higher tax exemptions and job growth. This apparent lack of any positive
impact of IDA tax exemptions on job growth reinforces the need for IDAs to provide more and
better data on the job creation and retention goals and performance of all IDA projects, so it can be
determined if the projects are indeed performing the intended economic development function. It also
shows the need for better application and approval procedures for IDA projects, and better claw-back

provisions for projects that do not meet goals

10
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IDA Debt Trends

IDAs reported $22.7 billion in outstanding debt at the end of fiscal year 2009. There were 1,682
projects for which IDAs issued debt. The New York City IDA had the project with the single largest
bond issue - $943 million for the new Yankee Stadium. In all, the New York City IDA had over 45
percent of the total statewide outstanding debt — $10.3 billion. IDAs issued $2.2 billion in new debt
during 2009. IDA debt outstanding has increased by $5.5 billion from 2003 to 2009, or almost 32
percent. Some of this increase is probably due to better reporting in recent years.

IDA Debt Trends

$23

$22
$21
$20

Debt in Billions

$19 -
$18 |
$17

$16 ‘ ‘ ‘ ‘ ‘ ‘
2003 2004 2005 2006 2007 2008 2009
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Project Classification

Manufacturing and services
projects represented a majority
of IDA projects in 2009, with
manufacturing projects making
up over 29 percent and services
projects making up over 22
percent. Civic facility projects
accounted for 12.5 percent of all
projects, these projects were all
approved before the statutory
authority for IDAs to provide
financial assistance to support
civic facility projects ended in
2008. Finance, insurance and
real estate, and wholesale trade
projects, were about 8 percent
each of the total.

However, if the projects are
compared by the relative amount
of net exemptions, the picture

is different. Finance, insurance
and real estate projects represent
nearly 30 percent of net tax
exemptions granted by IDAs.
Transportation, communication,
electric, gas and sanitary services
projects — less than 5 percent of
all projects — account for almost
26 percent of net exemptions.
Manufacturing projects account
for just over 15 percent of

net exemptions, and services
projects account for just under
11 percent of net exemptions.

2009 IDA Projects by Type

Agriculture, -
Fogrestry and Co;tlr]umg Care
Fishing etirement

Communities*  Other**

0.5%
Transportation, ° 0.0% 8.0%
Communication, Retail Irade
Electric, Gas and 1.5%

Sanitary Services
4.9%

Construction
5.6%

Wholesale Trade
7.8%

Finance,
Insurance and
Real Estate
7.8%

* Two Continuing Care Retirement Communities projects.

** Other includes such types as water and sewage facilities, docks, wharves, and public transit.

9 IDA Net Exemptions by Project Type

Agriculture,
Forestry and Continuing Care
Fishing Retirement
0.1% Communities*

Transportation, Retail Trade
Communication, 4.4%
Electric, Gas and
Sanitary Services

25.7%

0.1% Other™*
4.8%

Construction
0,

40% Civic Facility

Wholesale Trade 1.2%

4.2%
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Project Employment Goals

In 2009, IDAs reported that the projects they assisted provided 520,218 jobs before they received IDA
assistance. Over the course of these projects, IDAs expected to retain 465,123 of these jobs, and create
333,101 more, for a total of 798,224 jobs. By 2009, these projects reported having 724,390 jobs.

IDAs do not report year-to-year job creation or retention goals or outcomes. Instead, they only
report goals for the overall multiyear project. Therefore, it is difficult to determine if a project

is actually meeting its stated goals until it is completed. Nevertheless, it is possible to determine
current cumulative jobs gained or lost. In 2009, there were 204,172 jobs gained by the IDA projects
throughout the State, a 39 percent increase from the number of jobs existing before IDA assistance.
Ninety-four IDAs reported job gains, with 12 reporting job losses, and one — Hamilton County IDA
— reporting no job gains or losses.

One way to demonstrate the overall benefit of an IDA project is to assess the overall cost per job. With
the data reported by IDAs, it is not possible to determine the overall cost in tax exemptions for the
creation of any given job. However, it is possible to compare the annual net tax exemptions granted by
an IDA with the cumulative net number of jobs gained. In 2009, the annual cost for each job gained
among all IDA projects was $2,429.

Job retention and Job Creation Projects, 2009

$3,000
<8 $2,500 u Cost Per Job Gained ' Cost Per Current Job
ﬁ $2,000 -
<§ $1,500 ;
g5 $1,000 |
“ $500 |
$0
Job Creation Job Retention Job Retention
(1,475 projects) (450 projects) and Creation

(1, 885 projects)
Objective of Project

Division of Local Government and School Accountability IV (et No A fey el o T W NC - Tel -1 13




While most IDA projects are meant to — in whole or in part — create new jobs, some are intended merely
to retain existing jobs. In 2009, there were 1,475 projects with only job creation goals. These projects
have an overall target of creating 193,931 jobs and by 2009 had actually created 117,045. The annual cost
for the creation of each job for these projects was $1,824.

There were 450 projects that reported only job retention goals in 2009. These projects had an overall
target of retaining 130,636 jobs, and in 2009 had actually retained all but 5,330 of them. Since these
projects are not meant to provide a gain in jobs, measuring cost per job gained is not possible. But if
we look at cost per current job reported, or overall current net expenditures per each current job, then
these job retention projects cost $957 per job in 2009.

In 2009, there were 1,885 projects with both job retention and job creation goals.® These projects gained

43,668 jobs for a total of 381,488 jobs. The annual cost of each job gained was $2,991, while the annual
cost of each current job was $342.

Salary Information

While OSC and ABO now required that IDAs collect information on salaries for all jobs supported

by IDA projects, this requirement was not in place when many of the current project agreements were
approved. Therefore, there is still only incomplete data on IDA-supported salaries, with only about 41
percent of IDA projects having salary data. For these projects, IDAs reported $716 million in salaries
created and $932 million in salaries retained. The median range of salaries was from $28,169 to $40,000.
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IDA Reporting

Ongoing Issues

Despite efforts to improve the quality and consistency of the data reported by IDAs, there are still
significant discrepancies — especially with reported employment information. IDA officials have cited a
number of reasons for not providing complete job data: (1) IDA staff usually have to collect information
through project operators or simply use job estimates from original project applications; (2) many
existing projects were approved before the current, more stringent, reporting requirements began; and
(3) poort project record-keeping makes it difficult to obtain the information retroactively.’

Recent OSC audits have helped to illustrate some of the deficiencies in IDA reporting. One audit found
problems with the accuracy of the Town of Rotterdam IDA’s 2008 financial report. In particular, the
IDA did not independently verify information reported by projects, and did not adequately monitor
project performance to ensure that approved projects were meeting their goals. Some project applicants
had not included all necessary employment information on their applications, several had not reported
current employment information, and at least one project had fallen short of its job creation and
retention goals. The IDA also did not effectively monitor compliance with PILOT agreements and sales

tax exemption requirements.'’

The City of New Rochelle IDA also failed to adequately monitor the status of ongoing projects to
ensure that they were delivering anticipated benefits. This included verifying the progress of projects
in meeting their employment goals. OSC auditors reviewed 10 projects and found that the projects had
resulted in the creation of 152.5 fewer jobs than originally estimated."

Recent Actions Taken to Improve IDA Reporting

The Public Authorities Reform Act (PARA) became law in 2009 and now requires that IDAs report
information on grant and subsidy programs, operating and financial risks, bond rating information and
other capital and debt information. In addition, IDAs must submit mission statements, biographical
information for directors, officers and certain employees, lists of board meetings and attendance, and
bylaws. Each IDA must make accessible to the public via a website information pertaining to its mission,
most recent annual financial report, current year budget and most recent independent audit report.'?

Enhancements have been made to PARIS to incorporate the new requirements of PARA and make
other improvements in reporting. These include expanded salary data categories, information on IDA
governance as discussed above, information on real property dispositions, and the requirement that
each IDA must submit a complete Investment Report, Procurement Report, and Certified Financial
Audit before its Annual Report will be certified and it is deemed in compliance with all reporting
requirements. These data will be addressed in future IDA Annual Performance Reports.
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Continuing Enhancements to Transparency and Accountability

OSC has long advocated that IDAs implement “best practices” to enhance the accountability and
transparency of their operations. These include:

* Improve Transparency of IDA Operations. Publish an annual report card, with detailed
information on individual projects, such as job performance data, tax exemptions granted and the
amount of PILOTs actually paid. For every completed project, the report card should contain, if
applicable, the actual project cost, total gross tax exemptions provided, total PILOTSs paid over the
life of the project and an evaluation of whether job creation and retention goals were met.

* Improve Accuracy of Jobs Data. IDAs should require that project developers sign a uniform
project agreement that contains provisions that compel the accurate disclosure of employment
information. Failure to do so could result in a loss of benefits.

» Ensure Projects Are Likely to Meet Economic Goals. Utilize uniform applications for projects
and adopt objective project evaluation and selection criteria. The standardization of the application
and evaluation processes will enable IDAs to conduct a cost-benefit analysis for each project
application.

» Require Repayment of Benefits if Economic Goals Not Met. Include a “clawback” provision
in project agreements that allow IDAs to recapture benefits if employment or other goals of the

pfO]CCt are not met.

If these practices were integrated into all IDA-supported projects, it would aid in more fully measuring
the economic impact of these development efforts. Ascertaining such information would also help to
ensure that State and local support is allocated wisely.
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Notes

"Under Article 18-A of the General Municipal Law (GML), IDAs are established to promote, develop,

6

encourage and assist in the acquiring, constructing, reconstructing, improving, maintaining, equipping and
furnishing of industrial, manufacturing, commercial and certain other types of facilities. IDAs may fulfill
their statutory purposes by providing “financial assistance” for certain types of “projects.” IDAs generally
offer financial assistance in the form of financing though the issuance of bonds by the IDA and/or certain tax
exemptions (real property, mortgage recording and sales) to attract, retain and expand businesses within their
jurisdictions. In some cases, all or a portion of the real property taxes that would have been paid if the IDA
project were not tax exempt are “recaptured” though a “payments in lieu of taxes” (PILOT) agreement.

Performance of Industrial Development Agencies, Office of the State Comptroller, February 2008,
http://www.osc.state.ny.us/localgov/pubs/research/idareport08.pdf.

Chapter 500, Laws of 2009.
One of the 115 IDAs covered by this report — Village of Sidney IDA — was dissolved in 2009.
Section 862 of General Municipal Law.

Industrial Development Agencies’ Project Approval, Evaluation and Monitoring Efforts, Oftice of the State Comptroller,
2006-MS-2, http://www.osc.state.ny.us/localgov/audits/swr/2006ms2.pdf.

State of New York, 2011-12 Executive Budget: Agency Presentations,
http://publications.budget.state.ny.us/eBudget1112/agencyPresentations/pdf/esdc.pdf.

767 projects reported neither job retention nor job creation goals.

Additional information on IDA reporting issues can be found in OSC’s IDA Annual Performance Reports
from previous years, including: Annual Performance Report on New York State’s Industrial Development Agencies: Fiscal
Year Ending 2008, Office of the State Comptroller, May 2010,
http://www.osc.state.ny.us/localgov/pubs/research/idareport2010.pdf.

" Town of Rotterdam Industrial Development Agency: Internal Controls Over Selected Financial Operations, Office of the State

Comptroller, 2010M-31, http://www.osc.state.ny.us/localgov/audits/ida/2010/rotterdam-ida.pdf.

" City of New Rochelle Industrial Development Agency: Project Approval and Monitoring, Office of the State Comptroller,

2010M-12, http://www.osc.state.ny.us/localgov/audits/ida/2010/newrochelle.pdf.

12 Chapter 506, Laws of 2009.
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Division of Local Government and School Accountability

Central Office  Directory

(Area code for the following is 518 unless otherwise specified)

Executive 474-4037
Steven J. Hancox, Deputy Comptroller
Nathaalie N. Carey, Assistant Comptroller

Financial Reporting 474-4014
(Annual Financial Reports, Constitutional Limits, Real Property Tax Levies,
Local Government Approvals)

Information Services 474-6975
(Requests for Publications or Government Data)

Justice Court Fund 473-6438
Audits and Local Services 474-5404
(Audits, Technical Assistance)

Professional Standards 474-5404
(Auditing and Accounting)

Research 473-0617
Statewide and Regional Projects 607-721-8306
Training 473-0005

(Local Official Training, Teleconferences, DVDs)

Electronic Filing
Questions Regarding Electronic Filing of Annual Financial Reports 474-4014
Questions Regarding Electronic Filing of Justice Court Reports 473-6438

Office of the State Comptroller,
110 State St., Albany, New York 12236

email: localgov@osc.state.ny.us

Mailing Address

for all of the above:

22 [P N A VGG  Office of the State Comptroller




Division of Local Government and School Accountability

Regional Office  Directory

Steven J. Hancox, Deputy Comptroller (518) 474-4037

Cole H. Hickland, Director - Jack Dougherty, Director
Direct Services (518) 474-5480

BINGHAMTON REGIONAL OFFICE - H. Todd Eames, Chief Examiner
State Office Building, Suite 1702 - 44 Hawley Street - Binghamton, New York 13901-4417
Tel (607) 721-8306 - Fax (607) 721-8313 « Email: Muni-Binghamton@osc.state.ny.us
Serving: Broome, Chenango, Cortland, Delaware, Otsego, Schoharie, Sullivan, Tioga, Tompkins counties

BUFFALO REGIONAL OFFICE - Robert Meller, Chief Examiner

295 Main Street, Suite 1032 - Buffalo, New York 14203-2510

Tel (716) 847-3647 - Fax (716) 847-3643 - Email: Muni-Buffalo@osc.state.ny.us
Serving: Allegany, Cattaraugus, Chautauqua, Erie, Genesee, Niagara, Orleans, Wyoming counties

GLENS FALLS REGIONAL OFFICE - Jeffrey P. Leonard, Chief Examiner

One Broad Street Plaza - Glens Falls, New York 12801-4396

Tel (518) 793-0057 - Fax (518) 793-5797 « Email: Muni-GlensFalls@osc.state.ny.us

Serving: Albany, Clinton, Essex, Franklin, Fulton, Hamilton, Montgomery, Rensselaer, Saratoga, Schenectady, Warren, Washington counties

HAUPPAUGE REGIONAL OFFICE - Ira McCracken, Chief Examiner

NYS Office Building, Room 3A10 - Veterans Memorial Highway - Hauppauge, New York 11788-5533
Tel (631) 952-6534 - Fax (631) 952-6530 « Email: Muni-Hauppauge@osc.state.ny.us

Serving: Nassau, Suffolk counties

NEWBURGH REGIONAL OFFICE - Christopher J. Ellis, Chief Examiner
33 Airport Center Drive, Suite 103 -« New Windsor, New York 12553-4725

Tel (845) 567-0858 - Fax (845) 567-0080 « Email: Muni-Newburgh@osc.state.ny.us
Serving: Columbia, Dutchess, Greene, Orange, Putnam, Rockland, Ulster, Westchester counties

ROCHESTER REGIONAL OFFICE - Edward V. Grant Jr., Chief Examiner

The Powers Building « 16 West Main Street — Suite 522 « Rochester, New York 14614-1608
Tel (585) 454-2460 - Fax (585) 454-3545 - Email: Muni-Rochester@osc.state.ny.us

Serving: Cayuga, Chemung, Livingston, Monroe, Ontario, Schuyler, Seneca, Steuben, Wayne, Yates counties

SYRACUSE REGIONAL OFFICE - Rebecca Wilcox, Chief Examiner

State Office Building, Room 409 - 333 E. Washington Street - Syracuse, New York 13202-1428
Tel (315) 428-4192 « Fax (315) 426-2119 « Email: Muni-Syracuse@osc.state.ny.us

Serving: Herkimer, Jefferson, Lewis, Madison, Oneida, Onondaga, Oswego, St. Lawrence counties

STATEWIDE AND REGIONAL PROJECTS - Ann C. Singer, Chief Examiner
State Office Building, Suite 1702 - 44 Hawley Street - Binghamton, New York 13901-4417
Tel (607) 721-8306 - Fax (607) 721-8313

Division of Local Government and School Accountability IV (et No A fey el o T W NC - Tel -1 23




New York State
Offce of the State Comptroller
Division of Local Government and School Accountability
110 State Street, 12th Floor « Albany, New York 12236



