Generating Waste:

Problems with NYPA
and the IDAs

and How to Solve Them

A Partnership for the Public Good Report
October 2011







%

78

$

%&

()~

%&

6+

40

00
01
02
+4
+5

19
1+

16

44



%&



$:- < ? < ) -7 7) ?

$ * - %& = ?

B02 5+9"
( $& < 7 ) ?
8@ < )

$ @

$ )

$ $
)
$* (= W& - )

@ ) <
) "



(

$8@

$ %& )

$*1

-%& = )

+909

%&



( $: %& -

$ * %& '/ B;5

- B4"4
?
( $ %&
$ -
%& n
LS ) ) B499
-, )
B+9 999 -8 -
- - %

%&

99



$ - %&

%&
$ %& -
77T -
$* ) %&
$ ( @
%& < 7
)
$: -%&
) ?

$/ +99. +996 +.



$ +992

$8@

$C

$8

BO

69D
B199

40



$8@ ) 7

$
)
)
< "
$ % +99; ( B6"4
E @ F) .9
) B499
046 ?
0 946"
$/ ) )
( &) < =
) 7
$ ? 7 7 -
%& - , )
> > )






%

$/ &1 &

" H)
- BO (
@
)
7
( =

Scant Payoff
Economic-development

spending has soared in
MNew York, but jobs haven't.
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The strategic plans, due by November 14, 2011, will compete for a pool of $200 million
in grant funds and tax credits. The plans and funding criteria will help guide the allocation
of some $800 million in public resources, as funding applications made through various
state agencies such as the Department of Labor and the Department of Homes and
Community Renewal will now also be reviewed by the REDCS, who will apportion 20
percent of the points used to score the applications.

" Jennifer Levitz, “States to Business: Give Our Cash Back,” Wall Street Journal, April 22,
2011

" Ibid.

" Fiscal Policy Institute, The Growing Budget Burden of New York’s Business Tax
Expenditures, December 2010.

¥ Article 18-A, sections 852, 858, NYS General Municipal Law

“'NYS State Comptroller, Annual Performance Report on New York State’s Industrial
Development Agencies, Fiscal Year Ending 2009 (July 2011).

" Ibid.
“NYS General Municipal Law, Article 18-A, Section 874(4)(a).
“Only one of the 13, Prometheus Books, exports outside the U.S.

X While this report focuses on the Erie County, Niagara County, and Amherst IDAs, it is
important to note that other IDAs approve similar projects; for example, the Lancaster
IDA recently awarded tax breaks for the expansion of a national chain restaurant, the
Olive Garden — a project that will surely suck more revenue out of the region than it adds.
See Stephen T. Watson, “Lancaster agency grants tax breaks to family restaurant for
expansion,” Buffalo News, August 10, 2011.

" David Robinson, “HSBC granted $79 million in tax breaks by Amherst IDA,” Buffalo
News, 11/18/06.

i Jonathan Epstein, “M&T plans to buy HSBC's data center in Amherst,” Buffalo News,
July 13, 2011.

Xiv

David Robinson, “Fantasy Island to get tax breaks,” Buffalo News, 2/12/08.



* Greg Leroy, The Great American Jobs Scam (Berret-Kohler, 2005), p. 47.

“ |bid., p. 52.

Xvii

David Robinson, “Collins wants tighter rules on tax breaks,” Buffalo News, 2/17/08.
I This shift has happened throughout upstate New York. From 1980 to 2009 in upstate
New York, the number of jobs in goods production and distribution dropped from some
900,000 to less than 800,000, while the number of jobs in producer and consumer
services rose from roughly 850,000 to over 1.4 million. In fact, upstate now has less jobs
in goods production and distribution (20%) than the national average (22%), and more in
consumer services (35%) than the national average (29%). The health of our economy is
now resting on call center workers and hotel staff rather than on steelworkers and
autoworkers. See Richard Dietz, “Changes in the Workforce of Upstate New York,” June
9, 2011 (Federal Reserve Bank of New York).

xix Partnership for the Public Good, “Low Wage Work in Western New York” (2008), at
www.ppgbuffalo.org.

2009 census data from www.census.gov

XXi

Testimony of James Parrott, Chief Economist, Fiscal Policy Institute, before the New
York State Division of Budget, Public Hearing on Economic Development, 12/18/2007.

o Partnership for the Public Good, “Low Wage Work in Western New York” (2008), at
www.ppgbuffalo.org.
XXiii

Paul Lane, “Fatality at construction site,” Niagara Gazette, October 3, 2007.

XXiv

Good Jobs First, Jurisdictions with Jobs Quality Standards, www.goodjobsfirst.org,
and National Employment Law Project, Local Living Wage Ordinances and Coverage,

www.nelp.org.
*“Census Bureau, 2005-2009 American Communities Survey

XXVi

City of Buffalo Comprehensive Plan, p. 20.

XXVii Ibid.

Xxviii

Irene Pijuan, “Poverty in the City of Buffalo” (2008), available at
http://develop.wikispaces.com/Poverty.

XXiX

www.diversitydata.org, Harvard School of Public Health.

XXX

Niagara County Center for Economic Development, Niagara County Comprehensive
Economic Development Strategy (June 2010)



4 |bid., p. 15.

i |bid., p. 26.

XXXiii

Partnership for the Public Good, “The City of Buffalo’s Abandoned Housing
Crisis”(2011), www.ppgbuffalo.org.

XXXIV

See Rod Watson and Jonathan Epstein, “The High Cost of Being Poor,” Buffalo
News, Sam Magavern, “Subprime Lending: the Rotten Core of the Current Financial
Crisis,” Buffalo News, 10/3/08.

XXXV

Allison Lack, “Sprawling by the Lake: How IDA-Granted Property Tax Exemptions
Undermine Older Parts of the Buffalo/Niagara Metro Area,” Good Jobs First (2007).

XXXV

David Robinson, “The pros and cons of IDA tax breaks,” Buffalo News, September 25,
2011.

XXXVii

Thomas Prohaska, “Greenhouse gas program hurts AES power plant, lawmakers
say,” Buffalo News, August 17, 2011.

i 3anice Habuda, “Tax deal for Huntley power plant spawns new dispute,” Buffalo
News, August 19, 2011; and www.scorecard.org.

XXXIX

Daniel Pye, “Erie County IDA approves Huntley plant bond boost,” Tonawanda News,
August 6, 2007.

Y NYS State Comptroller, Annual Performance Report on New York State’s Industrial
Development Agencies, Fiscal Year Ending 2009 (July 2011).

xli

Main Seneca Corporation et al v. Town of Amherst Industrial Development Agency,
100 N.Y.2d 246; James Fink, “Another Battle Brewing Over Amherst IDA Lease,” Buffalo
Business First, 6/28/96.

xlii

David Robinson, “Uniland to receive tax breaks,” Buffalo News.
i Eor agency budgets, see their web sites: www.ecidany.com, www.nccedev.com, and
www.ambherstIDA.com. For comparison, in 2004 the AIDA’s expenditures were $396,000
and the ECIDA’s were $1.9 million. See Sam Magavern, Missing the Target: How
Economic Development Programs Have Failed to Revive Buffalo’s Most Challenged
Neighborhoods (2009), at www.ppgbuffalo.org.

“ Town of Amherst Industrial Development Agency and Town of Amherst Development

Corporation 2010 Annual Report;

W James Heaney, “Sweet deals lure major data centers,” Buffalo News, November 7,

2010.



xlvi

James Heaney, “Deep pockets help Verizon promote its interestes,” Buffalo News,
November 14, 2010.

xIvii

Matthew Spina, “Backer of Collins reaps big money from IDA deal,” Buffalo News,
October 2, 2011.

xIviii

Personal communication, IDA board member, 2011.

™ NYS General Municipal Law, section 891-a.

'NYS General Municipal Law, section 856(2).

: Seizing the Moment, citing Good Jobs First, Examples of Clawback Provisions in State
Subsidy Programs,
http://www.goodjobsfirst.org/sites/default/files/docs/pdf/clawbacks_chart.pdf

" Ibid., citing Minnesota Statutes section 1161.994.

" Ibid., citing Virginia Code section 58.1-439.

liv

Ibid., citing Connecticut Statutes Title 32, chapter 578, sec. 32-5a

" Jennifer Levitz, “States to Business: Give Our Cash Back,” Wall Street Journal, April 22,
2011

Ivi

Countywide Industrial Development Agency Uniform Tax Exemption Policy, Section X

I Richard E. Baldwin, “Board writes off $3.4 million in delinquent PILOTSs,” Buffalo News,
July 1, 2011.

il See the lllinois Accountability Project at www.ilcorpacct.com.

"™ New York State Comptroller, “New York Power Authority: Selected Management and

Operating Practices” (2011).

“EDP is power voluntarily relinquished by businesses, except for power from the Niagara
or Saint Lawrence — FDR projects or power from the Power for Jobs program. As of
March 31, 2011, 259.7 MW of power had been relinquished. Of that, NYPA had
allocated. See NYPA, 2010 Report to the Governor and Legislative Leaders on Power
Programs for Economic Development (April 2011).

" PFJ was created by state law in 1997, with low cost power granted to companies in

three year contracts in exchange for promises to create or retain jobs (later, a rebate
option was added as well). The 2011-2012 State Budget replaces PJF with “Recharge
New York,” so PJF will expire on June 30, 2012. Ibid.



"I Under state law, NYPA must identify the net revenues from the sale of Expansion
Power and submit, for approval by the Economic Development Power Allocation Board
(EDPAB), a plan to use that revenue for Industrial Incentive Awards. See NYS Public
Authorities Law Section 1005. Recent net revenues have totaled $7.6 million (2008),
$7.8 million (2009), and $6.4 million (2010). NYPA has made roughly 10 Industrial
Incentive Awards thus far. See NYPA, 2010 Report to the Governor and Legislative
Leaders on Power Programs for Economic Development (April 2011).

"I |n 2005 and 2006, the State passed legislation authorizing up to 70 MW of unallocated
Replacement Power to be used for Energy Cost Savings Benefit awards to mitigate rate
increases for business customers throughout the state, provided that the full 70 MW is
deemed to be available for allocation in western New York. NYPA, 2010 Report to the
Governor and Legislative Leaders on Power Programs for Economic Development (April
2011); see also NYS Public Authorities Law Section 1005, subd. 13

MY NYPA, 2010 Report to the Governor and Legislative Leaders on Power Programs for

Economic Development (April 2011).

" James Heaney, “Alcoa cuts deal for low-cost hydropower,” Buffalo News, December

22, 2007.

" New York State Comptroller, “New York Power Authority: Selected Management and

Operating Practices” (2011).

Ixvii

James Heaney, “Generating Profits,” Buffalo News, April 30, 2007.

Ixviii

James Heaney, “A taste for posh restaurants,” Buffalo News, May 1, 2007.
IXix

http://www.syracuse.com/news/index.ssf/2009/03/new_york_power_authority _rethi.html
"*16 U.S.C sections 836-836a.

% 16 U.S.C sections 836-836a.

Ixxii

James Heaney, “Power failure,” Buffalo News, April 29, 2007
%4l 1t is hard to know how much benefit residential customers have seen from the low
cost power sold to the for-profit utilities. When discontinuing the program was discussed
in 2007, National Grid argued that loss of the allocation would lead to an 8 percent
increase in residential rates. See James Heaney, “Low cost power going up for grabs
while officials sit back,” Buffalo News, May 13, 2007. But in announcing the
discontinuation of the program, NYPA president Richard Kessell stated that the value of
the program was only 70 cents per month per resident in most cases. See Mark Scheer,
“NYPA approves money for utility companies, state,” Niagara Gazette, June 28, 2011.



Ixxiv

NYPA has allocated $100 million for the three private utilities to continue the
residential discount program through 2013, $70 million for 2014, $50 million for 2015, and
$30 million for 2016, but it is unclear how this meets the federal requirement. See Mark
Scheer, “NYPA approves money for utility companies, state,” Niagara Gazette, June 28,
2011. Meanwhile, in August 2011 NYPA proposed a 29.5% increase in the price of its
“preference” power, from the current rate of $10.71 per megawatt-hour to $13.87 in May
2014. See Thomas Prohaska, “Leaders targeting proposed Power Authority rate hikes,”
Buffalo News, August 10, 2011.

% James Heaney, “Power failure,” Buffalo News, April 29, 2007. As Heaney details, as

of 2007, New York state residents were paying 16.2 cents per kilowatt hour, compared to
a U.S. average of 9.9 cents. Commercial users were paying 12.7 cents, compared to a
national average of 9 cents, and industrial users were paying 8.1 cents, compared to a
national average of 5.8 cents. One reason for New York’s high rates is that it uses much
more oil to make power than the national average; New York gets 14% of its electric
power from oil, compared to a national average of 3%; and it costs 28.8 cents per kilowatt
to make power from oil, as compared to 2.3 cents for coal, and 0.5 cents for hydropower.
Another reason is the way that New York deregulated its electric utilities. According to
one study, New Yorkers pay twice the rate for electricity as customers in regulated states.
See “Electricity Price Trends in New York Compared to trends in Price-Regulated States,”
Power in the Public Interest (2007).

b http:/www.villageofspringvilleny.com/public_services.php3

Ixxvii

James Heaney, “Power failure,” Buffalo News, April 29, 2007

Ixxviii

Bill Michelmore, “One nation, divided by a pact,” Buffalo News, January 4, 2008

X James Heaney, “Plant’s downside largely unaddressed in relicensing deal,” Buffalo

News, May 1, 2007.

% Stephen T. Watson, “Reassessing non-profits’ free ride,” Buffalo News, July 18, 2011.

Ixxxi

James Heaney, “Plant’s downside largely unaddressed in relicensing deal,” Buffalo
News, May 1, 2007.

Ixxxii

James Heaney, “Generating Profits,” Buffalo News, April 30, 2007.

"t 1hid., and Mark Scheer, “NYPA approves money for utility companies, state,” Niagara
Gazette, June 28, 2011.

Ixxxiv

James Heaney, “Generating Profits,” Buffalo News, April 30, 2007.

v James Heaney, “Our Power, Their Dollars” Buffalo News, June 9, 2008.



Ixxxvi

NYPA, 2010 Report to the Governor and Legislative Leaders on Power Programs for
Economic Development (April 2011).

Ixxxvii

James Heaney, “Putting power to work for WNY,” Buffalo News, January 13, 2008,
and editorial, “Rethink Niagara Power,” Buffalo News, January 25, 2008.

IXxxviii

James Heaney, “Putting power to work for WNY,” Buffalo News, January 13, 2008.

X James Heaney, “Power failure,” Buffalo News, April 29, 2007

* Ibid.

XCi

James Heaney, “Our Power, Their Dollars” Buffalo News, June 9, 2008.
*! bid

*il James Heaney, “Lowcost power going up for grabs while officials sit back,” Buffalo
News, May 13, 2007.

XCiv

James Heaney, “Politics keeps aid trapped in pipeline” Buffalo News, July 11, 2011
Y Ibid.
' |bid.

Xcvii |b|d
il James Heaney, “Plant’s downside largely unaddressed in relicensing deal,” Buffalo
News, May 1, 2007

XCiX

Niagara Power Project Relicensing Offer of Settlement and Explanatory Statement, pp.
34-35.

¢ Supplement to the Niagara Power Project Relicensing Offer of Settlement and
Explanatory Statement

° Caitlin Connelly, “Niagara River Greenway Commission” fact sheet, available at
www.ppgbuffalo.org.

% See for example Denise Jewell Gee, “Opportunity knocks, and it is green,” Buffalo
News, August 8, 2011.

" Thomas J. Prohaska, “Despite concerns, panel awards Greenway funds to jazz
festival,” Buffalo News, August 10, 2011, and “Undermining the Greenway,” editorial,
Buffalo News, August 18, 2011.

civ

James Heaney, “Half a deal,” Buffalo News, May 1, 2007



“ Ibid.

cvi

James Heaney, “Generating Profits,” Buffalo News, April 30, 2007.
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