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April 13, 2006

Office of the State Comptroller
Statewide Unit

Stale Office Bldp, Room 409
133 L, Washingon St
Syracuse, NY 13202

RE: IDA Project Approval Evaluation & Monitoring Efforts 2005-M5-2
To Whom It May Concern:

Thank you for the opportunily to respond to the audit findings included with your draft
letter duted March 17, 2006, Proviously we responded to you in our letter duted March
10, 2006 regarding the individual Andings and recommendations you developed after
yeur review of Ontaro County Indusirial Development Agency,

Al the onset we would Hke 1o make the distinetion between good cconomic development
decision-meking and documentation. While we believe that the eriteria and process we
wse tor grant benefits |s fundamentally sound and hoy led to o stronger economic base and
mare high-quality jobs for the citizens of Ontario Counly, we recognize the audit has
found areas in which documentotion can be improved.

Qur respenses are orgunized sccording to the main categories of the Comptroller's report,
Project Evalustion and Monitoring

= Evaluuting Jub Creation Performunce
We note in the sudit repor that a variety of criteria in eddition 1o the number at’
Jobs should be considered when conferring benefits. These include wage levels,
increased competitivencss and productivity. We feel w more complete picrure of
project success could he achieved if these other fectors were considered,
While reviewing the job performance of these projects at a specific date provides
information al that point in lime, we foel that it dees nat 18l the whale story of the
economic development effort. Job measurement, while important, is not the sole
gouf of ceonomiv development. Even for companies who did not make their
projections thousands of additional dallass were collected by local municipelities
in the form of PILOT peyments. Additionally, high technology companies
{several of whem ase included in this table) face unique challenges developing
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and commercializing new products. They can be more susceptible o adverse
economic condilions.

Heving said this, high technology companies remain a very impartant part of our
local cconomy providing many of the innovations, products and jobs of the fulure.
We would like to respond by presenting some spevific circumstances that give a

more complete picture of the challenges involved in confemng benefits,

Single Unlt Projects =

! Category

Explanativa ]

1id not meert geals, and
added johs

One company (30 job shortfall - 5 jubs pained) had the
misforiune to suller the unexpected death of their president,
The company was ultimately purchased by a locally-based
parent who relained jobs in our county.

Another company’s (66 job shortfall 34 jobs gained)
research contractor became invalved in o prodracled legal
hattle that resulted in a costly delay in perfecting and
marketing its new product lines which ultimuotely uffected
the products’ viability. The company continues R&D
efforts with hopes to manufacture new products at thelr
location.

[Yd not meet poals and
reduced jobs

Cne company (93 job shortfall), a subsidiary of a Canadian
purcol, was shut down by the parent and & manogement
buyoul rejected. A number of small, local, high-lech spin
off companies have formed after this company's closure,
We hape to attract another high-tech fiem 1o this well-
equipped building.

Another compuny (120 job shortfall) moved to 4 more
approprinle building in 2004, The project, while included
o the 2004 NYS Comptroller’s Report was payiog the full
amaount of real estate taxes that year. The building was
reoccupled in 2003 by another technology company.

Ancther company (128 job shortfall) rolled out an
innovalive debit card product that was unsuceessiul,

Several new companies naw occupy the building employing
| 30 peaple.

Mulli-Teaant Projects

_ Category

..... Explanation

Did not meel job
projectiong

Twao projects {262 job shortfall), built by the same
developer, erroneously reported construction jobs on their
application. Tenan! employment in both buildings has

! increased bepween 2004 and 2003, !

« Hecdaplure Provisions for Performance Shorifall
Uiven lhe challenges facing companies in Mew York State, we feel it is an
imporiant part of our role a5 economic developers 1o work with local companies
expericneing sethacks. We feel thut punitive measurcs such as clawing hack
kerefits anly hun an afready struggling company, further jeopardizing johs. We
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acknowledye that the recapiure provision is & useful tanl under certain
CITCUMSIANCEs,

We will identify thresholds thel we feel represent significant employment
reductions and will document our discussions and make recommendalions to aur
board regarding a suggested course of action.

Bnard members will be informed of the ranpe of possible actions including
invoking the recapture provision. They will be asked to vole on the sugpested
course of action,

Other evenls such as asigniticant management change, move ar sale af the
business will also ngger 2 documented staff and board meview.

Monitoring Sales Tax Exemptions

We will conlinue to use our bast effors 1o receive the ST-340 from client
companies. We already vigorously follow up with those companies that do not
respond Lo our inftial request

We will consider a process improvement in which we compare estimated sales lox
excmplions to acrual exempiions taken by o company,

Eroiget Evaluatipn Criteria & Project Approvil

Project Evalustion Criteria

We are pleased that the NYS Comptroller’s s1afT included the follawing an page
20 of the dralt report, “The Ontardio County 1DA. . has developed and
documented farmal evaluation eriteria. The Ontario County (DA utilizes a
detailed cost-benefit analysis as its criteria when making project sponsarshi I
decisions ™

Verifiemtion of Application Data

Currently, companies requesting benefits vertify the employment numbers
included in theirapplication. We felt that having & company official sign this
certifieation in the presence of a notary gave us assurance as to the accuracy of
current employment and all ather information included in the application.

We will receive and file @ payroll tax form or other tvpe of documentation with
completed applications to confim the employment numbers reported by the
company. We will also revise the job retention and crestion seclion of the
application to differentiate berween comstruction, permanent and temporary
employment.

Verlfication 1A Incentives are Necessary

Currently we make the determination of whether or not the project requires
ussistance through our conversations with company officials and our board review
process. During the board review the company formally presents the project to
the board. Hoard members ofien ask questions sbout all aspects of the project.
Without the boand's approval the project does not meve forward,

We will include a series of questions in our application designed to document the
likelihood of the project moving forward without agency assistance. For
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example, gquestions ebout the location of customers, suppliers and ather company
fecilitics and the impact on the coonomic viability of the project without agency
wssistance will be considered.  The candidare will coniinue 1o present their reasons
for requesting szsistance o the T1DA Board. This will cantinue to be reflected in
the 113A Hoard minutes.

*  Projects that Invelve Movement
We take pirating claims very seriously and have rejectad projects in the past ifwe
[elt there was a possibility of jobs heing pirated from one pan of the State 1o our
county. We arc pleascd that the suditars included the following on page 22 of the
drafi report, “'The Ontanio County 1DA. . did nat spansor a project that involved
the movement of single unit businesses during our 1est period ™ As o policy we du
not actively pursue companics located in New York State,
We will verity the Information provided by the company through o review of the
compuny ‘s own websire or through other meons 1o delermine thut no jobs are
being lost at vther compuny locations in New York Stale duc to contemplated
pssislunce on our part.

Currently, we watk with the developer of muli-tenant facilitics 1o determine the
spproprinieness of the new building s tenanis,

We will customize the: multi-tenant building applicaion process to Include
informution guthered direetly from tenants. This informatian will beeame papt of
the package that the board will review. Requests will be made anoually 1o
develapers 1o supply rent rall information.

We weleome these pwdin lindings s en opportunity o improve an alrendy et¥ective
progrum and look forward 1o implementing process improvesnents that sddress these

recommendations.

Sincerely yours,
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Michael J. Manikoswski Christophier [versen
Executive Director Chairman of the Board



