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Executive Summary
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Authority:
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Results:

The Authorities Budget Office (ABO) is authorized by Title 2 of
the Public Authorities Law to review and analyze the operations,
practices and reports of public authorities, to assess compliance
with various provisions of Public Authorities Law and other
relevant State statutes, and to make recommendations
concerning the reformation and structure of public authorities.
This includes rendering conclusions and opinions regarding the
performance of public authorities and assisting these authorities
improve management practices and the procedures by which
their activities and financial practices are disclosed to the public.
Our operational review of the Chemung County Industrial
Development Agency (IDA) was performed between August 2014
and December 2014 and was conducted in accordance with our
statutory authority and compliance review protocols which are
based on generally accepted professional standards. The
purpose of our review was to provide an objective evaluation of
the IDA board’s project approval and management practices and
to determine if the board effectively monitors project performance
and complies with the Public Authorities Law’s reporting
requirements.
The Chemung County Industrial Development Agency (IDA) was
established in 1970 under Section 896 of General Municipal Law.
The IDA’s mission is to assist projects that create or retain jobs,
promote health and recreational opportunities, and contribute to
the general prosperity and economic welfare of residents in the
County. The IDA is governed by a seven-member board of
directors. The IDA has no staff but contracts with Southern Tier
Economic Growth (STEG) to carry out its mission and manage its
operations. For 2013, the IDA’s operating revenues were
approximately $4.7 million and operating expenses were
approximately $4.1 million. As of December 2013, the IDA
reported it had 48 active projects of which 29 projects received
property tax exemptions and generated about $3.5 million in
annual payment in lieu of taxes (PILOT) payments.
Our review found that the IDA does not actively recruit
businesses or market the County. Rather, STEG serves as the
designated economic development corporation for the County
and provides administrative support to the IDA. The IDA board
routinely approves all financial assistance applications
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submitted by STEG and appears to provide little to no oversight
or guidance regarding project selection, review and preapproval. Additionally, more than half of the IDA’s board
members also serve on the board of STEG creating the
appearance of potential conflicts of interest for these directors.
This environment contributes to several deficiencies identified in
the report. The IDA board has not established policies and
procedures to either monitor project performance and the
accuracy of PILOTs billed, or to verify that PILOT payments
made to taxing jurisdictions are in accordance with the PILOT
agreements. Further, the IDA’s contract with STEG does not
require STEG to perform these functions. In addition, the IDA’s
agreements with project owners do not require projects to
annually report employment data to the IDA.
We reviewed ten IDA projects and found that eight failed to meet
employment goals, five projects received financial assistance
that exceeded the amount requested and project data for nine
projects was reported incorrectly resulting in understating the
amount of IDA financial assistance provided to those projects.
We also found that of the five projects that have PILOT
agreements, three are paying incorrect PILOTs resulting in
taxing jurisdictions and special districts not receiving more than
$163,000 in revenues.
We found that STEG, acting as the IDA’s administrator,
negotiates lower administrative and application fees for projects
without authorization or board approval. This has resulted in
STEG failing to collect over $327,000 in fees owed to the IDA.
The IDA board is actively addressing and implementing the
recommendations made in this report.
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Introduction and Background
The Chemung County Industrial Development Agency (IDA) was established in
1970 as a public benefit corporation pursuant to Title 2, Section 896 of General
Municipal Law. The IDA’s mission is to assist projects that create or retain jobs,
promote health and recreational opportunities, and contribute to the general
prosperity and economic welfare of residents in the County.
The IDA is comprised of a seven-member board of directors. Board members are
appointed by the Chemung County Legislature, and serve until replaced. Currently
the Chair of the County Legislature, County Executive and Elmira City Manager
are IDA board members. The board is responsible for overseeing the general
management of the IDA’s finances and operations. The IDA has no employees,
but contracts with a local development corporation called Southern Tier Economic
Growth (STEG) to carry out its mission and manage its operations. STEG’s
agreement with the IDA (which has been renewed annually since 2003) requires
STEG to provide professional staff support to the IDA. The IDA has paid STEG
$90,000 annually since 2010 to perform these services, but increased the amount
to $100,000 for 2015. STEG is responsible for marketing the IDA’s services to
businesses, assisting businesses in applying for financial assistance, presenting
eligible projects to the IDA board for its approval, identifying property for purchase
and development, providing financial record keeping, and preparing required
reports.
The IDA has the statutory authority to offer financial incentives to attract, retain,
and expand businesses within Chemung County. This financial assistance
includes low interest financing through the issuance of Industrial Development
Revenue Bonds, and exemptions from mortgage recording taxes and sales and
use taxes. In addition, real property owned by the IDA is entitled to an exemption
from real property taxes. These exemptions are passed through to assisted
businesses that lease the property from the IDA. In return, a portion of the
foregone property taxes is recaptured via a payment in lieu of taxes (PILOT) made
by the assisted business to affected taxing jurisdictions such as local governments
and school districts.
As of December 2013, the IDA reported that it had 48 active projects that were
receiving IDA financial assistance. It reported that 29 of these projects received
property tax exemptions and paid approximately $3.5 million in PILOTs. Eleven of
these projects were financed with Industrial Development Revenue Bonds. The
IDA reported total debt outstanding of $42 million associated with those bonds.
The IDA reported that the 48 projects were estimated to create and retain 7,498
jobs over the life cycle of their financial assistance. The projects created or retained
6,925 jobs through December 2013, or 573 fewer than the commitments reflected
in their project applications. While these projects have not met the overall
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employment goals, the IDA reported that they created 3,181 jobs in the County
that did not exist before IDA assistance was provided. The IDA board approved
eight new projects from January through August 2014.
For 2013 the IDA had $4.7 million in operating revenues, $3 million of which was
lease and rental payments. The IDA’s operating expenses were approximately
$4.1 million, consisting mainly of $1.5 million in interest expenses for debt and
project development expenses of $1.3 million.
Compliance Review Objectives
The Authorities Budget Office (ABO) is authorized by Title 2 of the Public
Authorities Law to review and analyze the operations, practices and reports of
public authorities, to assess compliance with various provisions of Public
Authorities Law and other relevant State statutes, and to make recommendations
concerning the reformation and structure of public authorities. Our operational
review was conducted to evaluate the Chemung County Industrial Development
Agency board’s oversight over project approval and project management practices
and to determine if the IDA effectively monitors project performance and complies
with the Public Authorities Law’s reporting requirements.
Compliance Review Scope and Methodology
Our compliance review was conducted between August and December 2014. To
perform our review we relied on the following documentation and data sources:








Contractual agreements of the authority
Board meeting minutes
Financial records of revenues, expenditures and bond obligations
Project files maintained by the IDA
Independent financial audits and other reports
Annual and Budget Reports required by the Public Authorities Law
Policies and procedures required under Public Authorities Law and Public
Officers Law

In addition to reviewing documents and records, we interviewed STEG officials and
performed other testing we considered necessary to achieve our objectives. Our
report contains recommendations to improve the effectiveness of the operations
of the IDA. The results and recommendations of our review were discussed with
IDA officials, and their responses are reflected in this report where appropriate.
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Review Results
The Chemung County Industrial Development Agency (IDA) does not serve as the
primary economic development entity in the County. Rather economic
development in Chemung County is led by Southern Tier Economic Growth
(STEG), a private not-for-profit corporation that contends it is not subject to the
same public accountability and transparency as the IDA. STEG serves as the
designated economic development corporation for the County and provides
administrative support to the IDA. In addition to administering the IDA, STEG also
administers the City of Elmira Loan Program, Village of Horseheads Loan
Program, Elmira Empire Zone, and hosts a satellite office of the New York State
Empire State Development Corporation. STEG assists businesses with completing
applications, administers grants and coordinates zoning and other municipal
approvals on behalf of companies. STEG also provides a listing of properties and
buildings available for lease or purchase as business development sites.
Businesses that are interested in locating or expanding in the County are either
referred to STEG by the New York State Empire State Development Corporation
or approach STEG on their own seeking financial assistance. STEG officials will
work with these businesses to determine the overall amount and type of financial
assistance they qualify for and evaluate each proposed project’s viability. The IDA
is one of the many funding sources STEG uses to broker an economic
development deal. Once a business is committed to developing in the county,
STEG officials will negotiate a financial assistance package with the company,
utilizing assistance available from the IDA, County and other municipalities, and
State grants and loans, if applicable.
As a result of these relationships and the secondary role played by the IDA, the
IDA board has not assumed responsibility to develop a strategic economic
development plan to attract jobs to Chemung County, nor does the IDA actively
recruit businesses or market the County. Since the IDA has delegated economic
development responsibilities to STEG, it has not established policies and
procedures to collect required data and monitor project performance.
Further, the IDA’s contract with STEG does not require STEG to collect data
required for reporting. The Public Authorities Reporting Information System
(PARIS) is the online, electronic data entry and collection system used for this
reporting. The contract also does not require STEG to perform ongoing monitoring
of IDA projects, monitor the accuracy of PILOTs billed, or review that PILOT
payments made to taxing jurisdictions are in accordance with the PILOT
agreements. In response to our report, the IDA board agreed to revise the contract
with STEG to require that STEG performs these functions.
This environment contributes to several deficiencies identified in the report. For
our review, we selected a judgmental sample of ten projects that had received
financial assistance in 2014 or within the last two years. This sample may not be
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representative of all projects that are provided financial assistance by the IDA. For
these projects we reviewed project applications submitted by STEG to the IDA
board requesting financial assistance, the commitments approved by the board,
and the project performance reported by STEG officials in the PARIS system.
Our review of the ten projects found:
 Eight of the ten projects failed to meet employment goals.
 The board approved financial assistance to five projects that exceeded the
amount requested by the companies.
 Three of the five projects having PILOT agreements are paying incorrect
PILOTs to taxing jurisdictions. As a result taxing jurisdictions and special
districts did not realize over $164,000 in revenues.
 The amount of financial assistance provided by the IDA was significantly
underreported for all but one of the projects.
Each member of the IDA board of directors, as required by Section 2824 (1)(h) of
the Public Authorities Law, signed an “Acknowledgement of Fiduciary Duties and
Responsibilities”. This document affirms that the director will perform his/her duties
and responsibilities to the best of their abilities; make reasonable inquiry of
management and others with knowledge and expertise to inform their decisions;
exercise independent judgment; and attend board and committee meetings and
engage fully in the board’s decision-making process. This review found instances
where the board’s actions did not appear to meet these standards.
We found that the IDA board routinely approves all financial assistance
applications submitted by STEG and appears to provide little to no oversight or
guidance regarding STEG’s approach to project selection, review and preapproval. The IDA responded that board members ask questions and engage in
discussions during public meetings; however such discussion is not reflected in
board meeting minutes. Yet, we reviewed all board meetings for the period covered
by our review, and found that the average board meeting was conducted in 17
minutes, with meetings ranging from seven minutes to 35 minutes in length. During
this period the board met twenty times and reviewed and approved 17 new
projects. In addition to project approvals, the board would also review financial and
audit reports, address property development and conduct other operational and
administrative actions. The length of time spent during board meetings is
insufficient for the IDA to conduct its regular business and at the same time have
meaningful public discussion or debate on the details of a financial assistance
package, the merits of a project, or the project’s potential for creating or retaining
jobs.
The IDA also responded that project applications are provided to board members
well in advance of the board meeting at which a vote is rendered. The response
indicates that a public hearing is held and a subsequent SEQRA review is
performed, and that during the intervening period board members reach out to
STEG to address any questions or concerns. However board meeting minutes
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reflect that approvals to hold a public hearing and conduct a SEQRA review are
made at one meeting, and that typically the board approves the projects at the next
board meeting the following month. Moreover, board meeting minutes document
little, if any public discussion on the merits of proposed projects. Therefore it
appears that any debate or discussion that does occur takes place outside of the
public view. At the close of the review, the IDA board agreed to encourage
discussion of projects in public meetings and to ensure that these discussions are
adequately documented in board meeting minutes.
Additionally, we found that certain IDA board members also serve on the board of
STEG. This presents opportunity for real or perceived conflicts of interest in terms
of negotiating the annual contract between the two organizations and considering
applications for financial assistance from companies whose officers and
executives serve on the STEG board of directors.
Project Performance Monitoring
The IDA board has no policies and procedures to evaluate if project
performance is consistent with the goals and expectations identified in the
project application. Also, the IDA’s contract with STEG does not require STEG
officials to perform ongoing monitoring of IDA projects.
We selected a judgmental sample of ten IDA projects that were active in 2014 or
reported as having received financial assistance within the last two years and
reviewed employment data reported by the IDA for these projects. We found that
one project did not identify any job creation or retention goals in its application for
financial assistance. Eight of the nine projects receiving IDA assistance have not
met their employment goals. The ten projects were projected to create 2,128 jobs
but only reported 1,302 full-time equivalent employees as of December 2013,
resulting in a shortfall of 826 jobs, or 39 percent of the projected jobs.
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Project
Name

Year
Approved

YunisWelliver
FM
Howell
Dena

2000

Jobs
Before IDA
Assistance
0*

Jobs Reported
12/31/13

2003

249

2005

22

203
(through 12/31/10)
42***

DDR
Riverside
Clemens
Center
Anchor
Glass**
Elmira
Lodging
Plainview

2006
2007
2008

0
70
16

627
87
14

627
17
-2

Not
provided***
1,750
30
1

2010

315

296

-19

0

2010

0

0

Net
Change in
Employment
0

Job
Creation
Goal
300

Difference

-46

23

-69

20

20
-1,123
-13
-3
-19

-300

17
17
15
2
(through 12/31/12)
2010
31
16
-15
6
-21
(through 12/31/12)
Arnot
2012
3
0
-3
3
-6
Total
706
1,302
596
2,128
-1,532
* Yunis-Welliver reported zero jobs existed prior to IDA assistance although project involved relocating
from another county.
** Anchor Glass did not submit an application to receive financial assistance. Jobs before IDA assistance
obtained from previous project completed in 2010.
*** Dena did not provide the expected number of jobs to be created in the application. Dena reported 30
jobs to the IDA as of 12/31/13, but 42 jobs were identified on a Dept. of Labor report for 2013 obtained
by the IDA.
**** Plainview reported 0 jobs to the IDA as of 12/31/12, but 16 full time jobs were identified on a separate
Empire Zone report for 2012 obtained by the IDA.

Five of these ten companies will receive property tax exemptions over the life of
their contracts, in part because of their commitment to create jobs. The IDA
responded that five of the ten projects were not undertaken for the purpose of
creating jobs, but rather to support the quality of life in Chemung County. However,
the IDA’s project files do not support this contention and, as indicated above, only
the Dena project did not list job creation as a planned impact of the project.
The IDA implemented a recapture policy in February 2012 that enables it to
recover the financial assistance provided to a project if the project fails to meet the
employment objectives of its agreement with the IDA. None of the ten projects
reviewed, however, are subject to the recapture policy since they were all
approved prior to its adoption.
We also identified other instances where STEG officials are failing to adequately
monitor projects that have received financial assistance. For example, one project
applied for financial assistance in 2000 (FM Howell) to build an addition to an
existing manufacturing plant at an estimated cost of $1.4 million. In 2003 the size
of the project more than tripled from the original application, and the board formally
approved and issued $1 million of tax exempt bonds maturing in 2013, and
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property tax exemptions with a 15 year PILOT agreement. The company reported
that it had lost 46 jobs through 2010 and stopped reporting job information to the
IDA. Since that time STEG failed to monitor the project or obtain information
regarding the PILOT payments or debt service payments. Although there were
outstanding bonds through 2013 and a PILOT agreement through 2018, STEG
officials considered the project complete in 2010. As a result of our review the IDA
found that the taxing jurisdictions began classifying the property as fully taxable in
2012, two years after STEG had considered it complete.
Agreements between the project owner and the IDA do not require project owners
to annually report the number of jobs created and retained by the project to the
IDA. Another project (DDR) applied for financial assistance in 2006 to demolish
existing buildings and construct a shopping center. The IDA board approved sales
tax exemptions, low interest bonds and property tax exemptions for the project.
The IDA and taxing jurisdictions agreed that a portion of the PILOT payments
would be used to pay the principal and interest on the bonds as they matured. As
a result, the taxing jurisdictions are foregoing a portion of revenues related to this
project until after all bonds have been retired in 2018. The developer estimated
that the project would create 1,750 jobs. The developer reported that 17 jobs had
been created during 2007 and there were 52 jobs in 2008, after which it refused to
provide requested job information to the IDA. STEG officials have attempted to
determine the number of jobs that exist on the project and estimate that 627 jobs
had been created as of December 2013. The IDA responded that the 1,750 jobs
to be created included in the project application was overstated and in error.
However, there was no record in the project file to support this, and no revised
application was submitted.
In response to this report, the IDA indicated that future lease agreements will
require project beneficiaries to provide all required information.
Financial Assistance to Projects
The IDA approved tax exemptions in excess of that requested by the project
applicant. When STEG determines that a project is eligible to receive IDA financial
assistance, STEG will work with the business to complete the IDA project
application and present this to the board.
We found that the IDA approved financial assistance that exceeded the amount
requested by companies for five of the ten projects reviewed. For example, one
project (Dena) submitted an application in 2005 for financial assistance to
modernize an existing hotel, requesting $82,500 in sales tax exemptions.
However, the board approved $3.6 million in tax exempt purchases, resulting in
sales tax exemptions of $288,000, or more than three times the amount requested
by the project. There was no documentation that STEG or the IDA board received
a revised or amended request, and no support was provided to explain the
difference between the amount requested and the amount approved. STEG
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officials told us that the project budget included in the project application was
incorrect. STEG could not provide documentation to support this position; there
was neither a revised budget for the project nor a request to extend sales tax
exemptions submitted to the IDA board, and the board did not question the
difference between the amount of exemptions requested and approved.
Another project (Yunis-Welliver) requested $175,000 in sales tax exemptions to
construct a building and relocate part of its New York State operations to Chemung
County. However, the board approved $2.6 million in tax exempt purchases, which
resulted in sales tax exemptions of $208,000, or $33,000 greater than that
requested in the application. Again, STEG could produce no record to support
why the approved sales tax exemptions exceeded the original amount requested.
The IDA responded that it will work with project applicants to obtain better project
related costs.
The board has not established an adequate process to monitor the sales tax
exemptions actually claimed by a project. Nine of the ten projects we reviewed
received sales tax exemptions, but STEG officials obtained documentation to
determine the actual sales tax exemptions claimed by only one of the projects. For
a project to qualify for exemptions from sales and use tax, the IDA must file form
ST-60 with the Department of Taxation and Finance to designate the project as an
eligible recipient of the IDA sales tax exemption and to stipulate the value of
purchases that would be made under this exemption. Project owners are required
to annually report the actual sales tax exemptions claimed to the Department of
Taxation and Finance on form ST-340. The expectation is that the sales tax
exemptions claimed would not exceed the amount of sales tax exemptions
authorized.
The IDA does not require project owners to provide it with a copy of the ST-340
and does not verify the actual amount of sales tax exemptions claimed by projects.
The IDA had a copy of the ST-340 for only one of the nine projects that received
sales tax exemptions (Arnot). For this project, the board approved tax exemptions
for purchases of up to $1 million on the ST-60, resulting in sales tax exemptions of
up to $80,000. However, the project owner reported a total of $177,066 in sales
tax exemptions on the ST-340, over twice the amount approved by the board.
There was no record of follow up by STEG officials with the project owner to
determine why it was different. STEG officials told us that there was a mistake on
the ST-60, and the amount should have been $10 million, but there was no
discussion of this reflected in any board meeting minutes and no revised ST-60
prepared and approved. The IDA responded that it will require applicants to seek
additional approval if the initial cost projections are going to be exceeded.
Monitoring of PILOTs
Payments in lieu of taxes (PILOTs) are often miscalculated, resulting in
incorrect payments made to taxing jurisdictions. The IDA board has not
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established a process to ensure that PILOTs are properly calculated, billed and
paid in accordance with its agreements with project owners. In addition, the IDA’s
contract with STEG does not require STEG officials to monitor the accuracy of
PILOTs billed, or to verify that PILOT payments made to taxing jurisdictions are in
accordance with the PILOT agreements. Our review determined that taxing
jurisdictions did not receive at least $120,000 in revenues and special districts did
not receive at least $43,000 in revenues that should have been paid pursuant to
PILOT agreements.
Real property whose title interest is held by an IDA is entitled to an exemption from
real property taxes. These exemptions are passed through to assisted businesses.
In return, a portion of the real property taxes exempted are paid by the assisted
business to impacted taxing jurisdictions in the form of PILOTs. To ensure that
these benefits are properly administered, it is essential for the IDA to have an
effective process to track the PILOT amounts billed to businesses and to verify
payments received by the affected taxing jurisdictions.
The IDA negotiates the terms of PILOT agreements but does not bill project
owners for PILOTs. Instead STEG provides a copy of the PILOT agreement to the
taxing jurisdictions and relies on the taxing jurisdictions to bill and collect PILOTs
based on the agreement terms. STEG officials generally receive a copy of the
PILOT bill, but do not verify that the amount billed adheres to the terms of the
PILOT agreement. We also found that the IDA does not always verify that taxing
jurisdictions are receiving the PILOT revenue to which they are entitled. For the
projects with PILOT agreements, a total of 92 PILOT payments were made during
the period we reviewed. However, the IDA obtained copies of checks to verify that
PILOTs were paid appropriately for only 35 of the payments.
Of the ten projects reviewed, five received property tax exemptions and entered
corresponding PILOT agreements. We found that PILOTs were not calculated
correctly in accordance with the PILOT agreements for three of the five projects.
For example, one project (Anchor) involved an extension of a PILOT agreement.
The company had a PILOT agreement in place since 1993 in exchange for
retaining 385 jobs. The company reported that it had lost 70 jobs by 2010, when
the initial PILOT agreement ended. In 2010, the company requested an extension
on the PILOT through 2015. The new PILOT provided that the amount of the
payment would be based on the full taxes owed if the property was assessed at
$1 million, although the assessed value of the property was $9.7 million.
However, PILOT bills were based on assessed values ranging from $931,953 to
$954,288 between 2011 and 2014. This resulted in the company paying taxing
jurisdictions nearly $8,000 less than stipulated from 2011 through 2014. The
PILOT agreement also specified that special district assessments would not be
included in the PILOT calculation. However, fire and sewer district assessments
were included in the calculation of the PILOT, resulting in the company not paying
$43,000 to the special districts from 2011 through 2014.
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Another project (Yunis-Welliver) involved constructing a new building so a
company could relocate part of its New York State operations to Chemung County.
The PILOT agreement for this project stipulated that the PILOT amount would be
based on the full assessed value of the land, and 50 percent of the assessed value
of the building. However, the project was incorrectly billed PILOTs equal to 50
percent of the total assessed value of both the land and the building. As a result,
the company paid taxing jurisdictions $34,000 less than stipulated from 2007
through 2011. In addition, the company abandoned the project in 2009 and
relocated its operations back to its original location outside Chemung County.
However STEG officials did not transfer title to the property back to the company
or cancel the PILOT agreement and the company continued to receive tax
exemptions on the parcel through 2011. As a result, the company received about
$121,000 in net tax exemptions for 2009 through 2011 on the abandoned property
without providing any jobs for Chemung County. The IDA responded that it
continued the PILOT agreement through 2011 for this project because it hoped
that the company would return to the property. However, there were no records or
documents in the project file that indicated that the board was aware of and
approved this practice.
In some cases, we found that projects were overbilled PILOT amounts. For one
project (FM Howell) its PILOT payment was incorrectly based on 100 percent of
property taxes for the total assessed value of the property, rather than 100 percent
of the assessed value of the land and 50 percent of the assessed value of
improvements, as stipulated in the PILOT agreement. As a result, the company
paid taxing jurisdictions $43,000 more than stipulated from 2006 through 2010.
The IDA responded that it would confer with the taxing jurisdictions to verify that
the company was billed appropriately, and refund any documented overpayments.
The IDA also responded that it would implement procedures to verify that future
PILOT payments are properly calculated and billed and to ensure that the IDA is
notified when PILOTs are paid.
Data Reporting
Reports reviewed by the IDA board and certified as accurate and complete
contain significant data errors and inconsistencies. We found that the IDA has
significant errors and inconsistencies in the reports it submits in accordance with
the requirements of Public Authorities Law and General Municipal Law. Under its
contract with the IDA, STEG officials have the responsibility to accurately report
annual information on the IDA’s operations in PARIS. Prior to filing this information
it is to be presented to the IDA board for its review and approval.
However, for nine of the ten projects the data reported in PARIS relating to financial
assistance provided by the IDA, such as tax exemptions and PILOTs, was
generally not supported by the source documents. The effect of this misreporting
is that the amount of financial assistance being provided by the IDA to private
10

businesses is significantly understated. For the ten projects, reviewed employment
data (jobs existing prior to IDA assistance, job creation goals, current jobs) was
generally reported accurately.

Sales Tax Exemption
Mortgage Recording Tax
Exemption
Total Property Tax
Exemption
Total PILOT Paid

Reported
Per Source
Difference
Result
in PARIS
Documents
$218,316
$1,035,466
-$817,150 Understated
$89,400
$313,342
-$223,942 Understated
$977,180

$1,203,010

-$225,830 Understated

$467,632

$489,950

-$22,318 Understated

Sales Tax and Mortgage Recording Tax amounts are reported for the year the benefit was received
by the project. Property Tax exemptions and PILOT payments are for 2013, or the last year that
financial assistance was provided if the project was completed prior to 2013.

For example, one project (Arnot), was provided $89,400 in mortgage recording tax
exemptions in 2012 and $177,066 in sales tax exemptions in 2013. While STEG
officials reported the correct amount of sales and mortgage recording tax
exemptions, they also incorrectly reported that the project received $56,193 in
property tax exemptions for 2013. Another project (Riverside) received $160,000
in sales tax exemptions in 2007 and $33,000 in mortgage recording tax exemptions
in 2008. No other financial assistance was provided. However STEG officials
never reported any sales tax exemption or mortgage recording tax exemption for
this project in PARIS, but instead incorrectly reported $127,026 in property tax
exemptions in 2013. STEG officials indicated that they routinely report property tax
exemptions for projects that receive benefits under other programs, such as
Section 485-b of Real Property Tax Law, which is obtained from the municipality,
or tax credits under the Empire Zone program. These exemptions should not be
reported in PARIS since the tax exemption is not provided by the IDA. The IDA
responded that it would adopt procedures to ensure that all future PARIS reporting
is accurate and supported by source documents.
Application and Administrative Fees
Since 2012, STEG officials failed to collect more than $327,000 in application
and administrative fees due the IDA in accordance with the IDA’s Uniform
Tax Exemption Policy (UTEP). A project owner that requests financial assistance
such as tax exemptions, leaseback transactions or bond financing from the IDA is
required to submit a non-refundable application fee of $750 with its project
application. STEG has no discretion under its contract to waive or reduce this fee.
We reviewed 19 projects that requested various types of financial assistance from
the IDA from January 2012 through August 2014. We found that only 11 of the 19
projects paid the required application fees. As a result, STEG officials failed to
collect $6,000 that was owed the IDA, (42 percent of the total.) There is no record
that the IDA board approved a waiver of the application fees for these projects,
11

and STEG officials were unable to explain why the application fees were not
collected. The IDA responded that it was aware that two of the projects would not
pay application fees, yet there is no record that the application fees would be
waived for these projects. Further, the IDA provided no additional information as
to why application fees were not collected for the other six projects that submitted
applications.
The IDA’s UTEP also requires projects to pay administrative fees based on the
type of assistance provided and the nature of the project. While the UTEP does
not specify the basis for how these fees will be determined, STEG officials told us
that these fees are based on a percentage of total project costs.
Based on the UTEP and board resolutions, we determined that the IDA should
have received approximately $769,000 in administrative fees for the 17 projects
provided assistance between January 2012 and August 2014 (one project owner
withdrew the request for financial assistance and one project had not closed by
August 2014.) However, IDA financial records show the IDA only received
$448,000 in administrative fees. This is due to STEG officials negotiating lower
administrative fees with 14 of the project applicants and not receiving any fees for
two projects (Harmony Water and BG Big Flats). The IDA has no written
procedures that indicate these fees may be negotiated. Only one of these projects
was presented and approved by the board to pay a lower administrative fee than
required by the UTEP. Further, STEG officials were unable to readily provide the
basis for how the negotiated fees were determined. The IDA responded that for
the two projects that did not pay administrative fees it had approved a variance to
its policy for Harmony Water, and that it approved a single administrative fee be
charged for BG Big Flats in combination with another project. However, there was
no record of these board approvals in either board meeting minutes or the project
files.
STEG officials indicated that the ability to negotiate and structure fees on an
individual project basis is important when competing for projects. They indicated
that fees are always subject to negotiation. However the IDA’s UTEP does not
provide for negotiation. Moreover, the IDA’s agreement with STEG allows for
STEG officials “to assist the IDA in negotiations for financial assistance” but does
not permit STEG officials to negotiate lower administrative fees without obtaining
board approval. The IDA responded that it will take steps to ensure that all board
approvals are adequately documented.
The IDA board approved a lower administrative fee for one project (Arnot) primarily
because the project was comprised of multiple phases that would extend over
several years, and the total project amount would vary based on the actual scope
of the project. For this project, the board stipulated that the project developer would
provide an affidavit of actual costs incurred at the completion of the first phase of
the project and additional costs incurred at the end of each year for the subsequent
three years of the project; the IDA’s administrative fees would be based on those
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costs incurred. However, the project developer indicated that he would calculate
the administrative fee differently (based on the amount of mortgage obtained), and
submitted payment based on that calculation. STEG officials accepted this
payment rather than enforce the terms approved by the board.
STEG officials agreed that their controls and procedures over the calculation and
collection of application and administrative fees needs to be improved.
Board Conflicts
The composition of the IDA board presents potential conflicts of interest that
are not being properly disclosed by board members. The IDA board of
directors is comprised of seven members appointed by the Chemung County
Legislature. Four of the current members (Santulli, Draxler, Hosey and Quick) are
also members of the STEG board of directors. Proper disclosure or recusal is
needed when these IDA board members are voting on matters that affect any
business conducted between STEG and the IDA. A review of the IDA’s 2013 board
minutes found that STEG’s current contract with the IDA was renewed with two of
these members present. Meeting minutes did not indicate that the two board
members recused themselves from the discussion or disclosed their relationship
with STEG. Further, three IDA board members were absent from this meeting and
the affirmative vote of the two conflicted board members was essential to
approving the contract. Had these board members properly recused themselves
from any discussion or action on the contract’s renewal, the board would not have
had the quorum needed to conduct official business and could not have voted to
approve the contract extension.
The IDA responded that it will confer with its legal counsel to evaluate whether
serving on both boards creates a prohibited conflict of interest. This response is
disheartening. As indicated, the IDA contracts with STEG to administer the IDA,
and any prudent person would view an IDA board member also serving on the
board of STEG as presenting a potential conflict of interest.
In addition, we determined that 20 members of the 71-member STEG board are
executives or owners of companies that receive or have received financial
assistance from the IDA. As discussed in this report, the IDA board routinely
accepts all applications submitted, and appears to provide little to no oversight or
guidance regarding project selection, review and approval. As a result, there is
the appearance that STEG officials are processing and submitting projects
submitted by STEG board members for IDA financial assistance with minimal if
any independent review and oversight by the IDA board. The IDA responded that
STEG’s board of directors does not make any determinations as to who is eligible
to receive IDA assistance. This position ignores the fact that STEG’s president,
who serves as the IDA’s chief executive officer is making those determinations and
presenting recommendations to the IDA board, concerning projects that are related
to the companies of STEG’s board members.
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Other Issues
In conducting this review we learned that in 2006 and 2007 the IDA misused
$390,000 in federal funds intended to capitalize a revolving loan fund. The IDA had
established the loan program (CREDIT) using $5.3 million in federal Urban
Development Action Grant (UDAG) funds. The UDAG agreement specified that
the funds were to be used for eligible economic development projects undertaken
by eligible applicants. The agreement stated that government or municipal
organizations are not eligible, unless the project is for water, sewer or similar
services being provided to projects.
However, we found that the IDA used more than $390,000 from the CREDIT fund
inappropriately. For example, between March 2006 and January 2007, the IDA
paid more than $389,000 to the City of Elmira to encourage the City support an
expansion of the Empire Zone boundaries beyond the City limits and to pay interest
on the City’s federal Section 108 loan. In addition, the IDA used more than $1,000
from the fund in February 2007 to pay its Directors and Officers insurance
premiums. The IDA responded that it views the $389,000 paid to the City of Elmira
to be within the intent of the use of the UDAG funds, but that it will review the use
of these funds with its legal counsel and reimburse the CREDIT fund if the funds
were used inappropriately.
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Recommendations
1. The board should develop and implement procedures to monitor projects
approved for financial assistance and to determine whether job creation
goals and expectations are being met.
2. The board should ensure that provisions of the recapture policy apply to all
projects and are appropriately enforced.
3. The board should ensure that all required information is obtained from all
projects until the terms of financial assistance agreements have been met
and financial assistance is no longer being provided.
4. The board should not approve financial assistance that exceeds the amount
requested unless adequate records are maintained to justify the amount
approved. Such records could include revised project applications,
disclosures of increased project scope, or similar explanations as to why
additional assistance is warranted.
5. The board should require businesses receiving sales tax exemptions to
provide the IDA with ST-340 forms to ensure that the amount of sales tax
exemptions used by a project do not exceed the amount authorized in the
form ST-60.
6. The board should establish procedures to ensure that payments in lieu of
taxes (PILOTs) are properly calculated, billed and paid in accordance with
its agreements with project owners.
7. The board should consult with its legal counsel and, as appropriate, take
action to recover any underpayments or reimburse any overpayments that
are identified in this report.
8. The board should ensure that approved PILOT and lease agreements
include specific language requiring that project owners annually report
necessary information on jobs required by the IDA.
9. The board should establish and follow procedures to verify that data
reported in PARIS is accurate and supported by source documents.
10. The board should ensure that all application fees are remitted by project
applicants. If the board determines that an application fee is unnecessary,
this decision should be documented in the project files.
11. The board should revise the Uniform Tax Exemption Policy to clearly
stipulate the basis for calculating administrative fees for projects.
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12. The board should establish and follow procedures to verify that
administrative fees are calculated properly in accordance with the Uniform
Tax Exemption Policy, and ensure that any provisions for calculating a
different fee are approved and documented in the project file.
13. The board should ensure that all administrative fees are appropriately
remitted.
14. IDA board members should be cognizant of existing or potential conflicts
regarding their responsibilities and take steps to avoid or eliminate such
conflicts, such as resigning as board members of other organizations that
would present a conflict.
15. IDA board members should publicly disclose any potential conflict of interest
that arises, and ensure that appropriate actions are taken, such as recusing
themselves from any discussion regarding the conflicted activity.
16. The board should establish appropriate procedures to ensure that all grants
and loans obtained by the IDA are used only for their intended purposes
and that all program requirements are followed.
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Authorities Budget Office Comments

1. Contrary to the IDA’s assertion, ABO staff never reviewed or received any
application documents for an RMH14 Holdings LLC or a Calamar project.
Further, there is no mention of any such project in the board meeting
minutes for 2012 through 2014, and no indication of any application fees
being paid by such an entity during that period.
2. During the exit conference, IDA officials indicated that they misunderstood
the issue presented in the draft report, and that as a result, this section of
their response is inaccurate and should be ignored.
3. The IDA indicates that five current board members are also board
members of STEG. However, according to a listing of board members on
STEG’s web site as of February 12, 2015, only four of the members listed
are also IDA board members.
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