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Introduction 

The purpose of this study is to explain how the Industrial Development Agencies (“IDA”) 

operates, what benefits are available to the Applicant, and to analyze the economic impact IDA 

projects have on their surrounding communities - during and after development. REI aggregated 

66 applications from approved Long Island IDA projects within the past five years to illustrate 

the impact to the surrounding communities. Our analysis considers the economic impact in terms 

of total hard costs of construction, total direct jobs created, sales tax benefits, mortgage tax 

benefits, and PILOT program agreements. An excel spreadsheet has been prepared to show the 

calculations used for these economic impacts. Information from these applications was divided 

into three subgroups: 

A.) Multifamily Complexes  

B.) Commercial/Industrial Properties  

C.) 55 and Over/Senior Developments 

 The case studies referenced in this White Paper include Hartz Mountain Industries Inc. 

(Industrial), Middle Country Meadows, LLC (55 and Over), and Engel Burman at the Beach 

(Multifamily). These case studies will help illustrate the direct, indirect, and induced impact to 

the communities because of these developments.  

IDA Background 

The Industrial Development Agency was formed in 1969 by the NYS Industrial Development 

Agency Act codified as Title I of Article 18-A of NYS General municipal law. There are 

currently 109 IDA’s across NYS. Each IDA operates within the geographical boundaries of the 

benefited municipality. There are eight different industrial development agencies on Long Island 

including: 

-       Nassau County IDA 

-       Town of Hempstead IDA 

-       City of Glen Cove IDA 

-       Suffolk County IDA 

-       Town of Brookhaven IDA 

-       Town of Islip IDA 

-       Town of Riverhead IDA 

-       Town of Babylon IDA 

IDA’s are formed to preserve and promote economic prosperity and job growth. They are 

empowered to provide financial assistance to qualified businesses. IDA’s are technically 
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classified as public benefit corporations that have specific characteristics of a municipality, 

which allows those benefits to be passed along to an approved applicant.  

The law grants IDA’s certain power including the right to hold and dispose of real and personal 

property by taking title, possession, or control to the property via lease, license, or otherwise.  

IDA’s may execute contracts and leases, issue tax-exempt debt, provide exemptions for sales and 

mortgage taxes, and provide real property tax exemptions to industrial or commercial properties 

under contractual agreements known as Payment in Lieu of Taxes (PILOT).  

Public-Private Partnership and IDA Process 

IDA’s and each project sponsor essentially create a quasi-Public-Private-Partnership. The design 

of the agreement permits the IDA to acquire an interest in the “Project Property” which makes 

the project eligible for several tax exemptions. Ownership is usually evidenced in the form of a 

straight lease or bond-type structure.  Financing of the project may allow for traditional mortgage 

financing from a separate lender or through the issuance of IDA revenue bonds. 

The business owner/operator (applicant), assumes the role of “agent” for the IDA, managing all 

business operations. The IDA holds title/ownership to the subject property and, by this 

arrangement, allows the agent (as Lessee) to receive the benefits afforded by a quasi-public 

corporation.   

The process for obtaining IDA assistance begins with a pre-application questionnaire. The 

applicant describes the nature of the business, the proposed project, the estimated cost of the 

project, and other factors for consideration (i.e., current employment level pre- and post-project 

completion, job growth, job creation). If the proposed applicant proceeds to the formal 

application stage, a cost/benefit analysis is required to be submitted to show the benefits 

requested by the applicant versus the economic impact generated. Public input is an integral 

component of the process. 

The applicant needs to clearly define why the project is necessary, why the agency's financial 

assistance is necessary, and the effect the project will have on the applicant's business operations. 

In addition, the project must satisfy zoning/land use requirements, comply with all 

environmental/green building standards, and describe the social and economic impacts the 

project will have upon the surrounding community.  

A detailed estimate of hard and soft costs, along with the source and use of funds, is required 

with every application. Construction cost breakdowns must include all costs for materials and 

labor and identify the county from which those resources will be purchased or obtained. A cost-

benefit analysis must also be provided including estimated payroll at the project site for three 

years on a forward-looking basis.  
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Average salaries of jobs on a full-time equivalency basis (FTE) are prepared and will be retained 

for future review. The actual performance of the project must compare favorably to the 

application to be compliant and avoid claw-back provisions. Transaction documents require the 

applicant to maintain a certain number of jobs, occupations, and payroll for each install to 

acquire a project. 

The applicant will provide a projection for the annual amount of goods and services to be 

purchased for three years after completion of the project identifying the amount and percentage 

sourced from third-party businesses located within the county and state.  

PILOT (Payments in Lieu of Taxes) 

To explain the real estate tax exemptions available under an IDA-approved program, it is crucial 

to describe what a PILOT means. PILOT is an acronym for Payment in Lieu of Taxes.  

Structurally, the IDA will hold title to the property (as a public benefit corporation).  Based upon 

that status, the property is removed from the tax rolls during the term of agreement because 

municipal landowners are not designated as taxpayers.  PILOT payments are paid by the project 

owner/operator to the IDA. Funds received are redistributed to the appropriate jurisdictions 

according to formulas established by the IDA in concert with the local tax assessor. Each IDA is 

required by Section 874 of the General Municipal Law to adopt a uniform tax exemption policy 

“UTEP”, which is to provide a guideline for the IDA to follow regarding the approval and 

granting of tax exemptions and PILOTs. Under UTEP, property taxes under a PILOT program 

are not generally permitted to be less than the pre-existing taxes for the underlying land. Below 

is an example of a PILOT program approved by the Town of Hempstead Industrial Development 

Agency.   

Avalon Bay Communities, INC - Island Park PILOT 

Sheridan Place and Island Parkway South 

Island Park, NY 11558 

Current Tax Information: 

Section; 43, Block: 381, Lots: (35-26,102,314) 328 

Parcels: 2 

SD- 31 

Total Tax Land Only (Now): $97,813.70 

Estimated Taxes Within Independent Impact Study Once Built: $1,091,713.00 
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Project Size 

Projects eligible for IDA assistance cover the gamut from small businesses and nonprofits to 

multinational corporations. During June 2020 the Governor of NYS enacted legislation that helps 

to ensure the short-term viability of both small businesses and not-for-profit corporations by 

allowing IDAs to: 

1. Provide grants up to $10,000 to small businesses and not-for-profit corporations to 

acquire personal protective equipment “PPE” and/or installing fixtures necessary to 

prevent the spread of COVID-19; and 

2. Make loans up to $25,000, through the administration of a state disaster emergency loan 

program, to small businesses and not-for-profit corporations.  

Local examples of IDA project size and diversity show that during the second quarter of 2021, 

the Town of Brookhaven provided financial assistance to 8 different projects ranging in size 

from $ 2.5mm (AE-Town Hall Solar) to $120mm (Jefferson’s Ferry). It is important to note that 

the IDAs, now more than ever, are integral to the retention and growth of existing and new 

businesses in furthering the prosperity and welfare of the geographic area where they operate. 

Collaboration also exists between and amongst regional IDAs. Beginning in 2019, all Long 

Island IDAs partnered with the tourism agency Discover Long Island. The purpose of this 

partnership was to spur additional economic growth and development on Long Island. Through 

this collaborative effort, the Long Island Economic Development Collective (LIEDC) was 

created.  IDAs have become important liaisons for attracting businesses to the Long Island 

region and are well versed to serve in this capacity.   
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IDA Challenges 

Each of the eight Long Island IDA’s were created to attract, retain, and expand business within 

their affiliated municipality. Business objectives are two-fold, to retain successful companies and 

attract new investments from outside the region.  From the developer’s perspective, investing in 

a business on Long Island is expensive and fraught with risk.  It is no secret that risks associated 

with business development on Long Island are high due to:  

● Taxes 

● Skilled labor costs 

● Transportation 

● Energy 

● Restrictive zoning codes  

● Lengthy timeframes for approvals 

● NIMBY-ism (Not In My Backyard – A grass roots antidevelopment initiative) 

As a result, some developers are forced to rethink their business plans and may consider leaving 

the island for more receptive communities.  

The IDA’s endeavor to operate without bias to political pressure. They have 

intensified/improved the vetting and approval process. To achieve increased transparency, State 

and County audits are performed to monitor project goals, prepare performance summaries, and 

identify variances from compliance benchmarks established with each approved application. 

IDA Benefits 

As a “quasi-Public-Private-Partnership”, the IDA can provide the following three benefits 

directly to an approved Applicant: 

1. Mortgage Recording Tax exemption 

2. Sales Tax exemptions from the purchase of goods and services 

3. PILOT (Payment in Lieu of Taxes) 

These benefits are negotiated and documented with each applicant based upon the need for 

financial assistance.  Benchmarks and controls are put in place to ensure compliance with project 

goals and claw-back provisions are available when non-compliance is evident. 
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Long Island IDA Project Sample 

As previously stated, we have aggregated 66 applications from approved Long Island IDA 

projects within the past five years to illustrate the benefits received. Our analysis considers the 

total hard costs of construction, total direct jobs created, sales tax benefits, and mortgage tax 

benefits excluding PILOT program agreements. 

 

 

Total Costs of Construction is calculated as follows: Site Work + Demolition / Construction / 

Renovation + Machinery & Equipment.  

Mortgage Tax is calculated as 0.75% of the principal amount of total mortgage loans, while 

Sales Tax is calculated as 8.625% of total costs of material. 

These costs do not include IDA fees, due diligence, start-up expenses, title insurance, property 

insurance, bonding, permits, interest expense, development fees, architectural/engineering fees, 

legal fees, marketing, financial fees, and other soft costs related to the overall development of the 

project. 
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Statewide Project Summary 

A 2020 office of NYS Comptroller’s review of the performance in New York State of all IDAs 

(based upon 2018 year-end reporting), reveals there were 4,289 active IDA projects with a total 

project value of $105.4bn. The top 5 project purposes requiring assistance included 

Manufacturing, Services, Real Estate and Finance, Construction, and Wholesale trades. These 

five represent 72% of total active projects and 73% of total project value. Approximately 90% of 

all projects received financial assistance in the form of State and local sales and use tax 

exemptions. Statewide projects that executed PILOT programs, resulted in $669mm in net tax 

exemptions.  

NYS Net Tax Exemption by Purpose (millions)  

 

The Comptroller’s summary below identifies which project category generates the most 

construction jobs, temporary jobs, and retained jobs. Manufacturing is estimated to produce the 

most “Jobs to be retained” with a total of 81,086, while Real Estate and Finance are estimated to 

produce the most “Jobs to be created” in the amount of 83,714. 
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NYS IDA Projects Estimated Jobs to Be Created by Purpose 

 

A contrasting 2020 report by the Authorities Budget Office “ABO” (authorized by Title 2 of the 

Public Authorities Law and a statewide government watchdog) determined that, as of 2018, the 

most common type of projects approved for financial assistance by “IDA’s” are manufacturing-

related projects, however, in recent years IDA’s are providing financial assistance to a wider 

variety of projects that did not traditionally receive financial assistance. The public perception of 

IDA’s to provide tax benefits for manufacturers to create and maintain jobs may need to be 

revised. Projects including transit-oriented developments, solar farms, technology/data centers, 

warehouse distribution centers, and housing/mixed-use developments highlight paradigm shifts 

in the real estate industry.  

Direct, Indirect and Induced Impacts from a Project 

Direct Impacts are characterized as the initial spending for a real estate development 

which creates economic activity in the local community. Direct impacts include total jobs created 

for full-time and part-time construction employment. 

Indirect Impacts include business-to-business transactions resulting from operations of 

the project after construction is complete.   

Induced Impacts reflect the economic response to changes (direct and indirect impacts) 

that occur via re-spending of income throughout the region. Examples include economic output 

generated from job creation, sales revenue, and spill-over spending in the community.  
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 Case Studies 

The following case studies were used in our analysis to depict the direct, indirect, and induced 

impacts of an IDA project in each respective subgroup (Industrial, Multifamily, and Senior 

Developments). The 3rd party economic analyses used to study these projects were prepared by 

Nelson Pope Voorhis (NPV) - a professional environmental and planning firm - and Camoin 

Associates - a full-service economic development consulting firm headquartered in Saratoga 

Springs, NY. Each firm has qualifications and experience in preparing economic and fiscal 

impact analysis studies for private and municipal clients. The studies referenced in this paper 

base their findings on the anticipated fiscal impact that will occur throughout the construction 

phase of an IDA project, as well as the impact of the annual operations at the project property. 

These studies are utilized by municipalities or developers depending on the project at hand. We 

have also gathered information from audited financial statements available on IDA websites. The 

economic impact analysis studies have been attached to this report for further transparency.  

 

Hartz Mountain Industries Inc. (Suffolk IDA) (2020) 

Project Type: Industrial  

Hartz Mountain Industries plans for the development of a 414,000 square foot building on 

approximately 35 acres located at the former National Grid site along Spagnoli Road in Melville. 

The new building will be leased to prospective tenants and will be used for manufacturing 

warehousing and distribution operations. The building will serve as an expansion opportunity for 

companies entering the Long Island market, as well as existing regional users seeking expansion 

opportunities.  

  

Hartz Mountain Industries Spagnoli Road Rendering  
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Nelson Pope Voorhis includes a Definition of Economic Impacts within their analysis of the 

Hartz Mountain Industries development. They have divided Direct, Indirect, and Induced 

impacts into Key Economic Findings during construction, and during annual operations at the 

project property. 

“A direct impact arises from the first round of buying and selling. These direct impacts can be 

used to identify additional rounds of buying and selling for other sectors of the economy and 

used to identify the impact of spending by local households.” 

“An indirect impact refers to the increase in sales of other industry sectors, which include further 

round-by-round sales.  

“An induced impact accounts for the changes in output and labor income by those employed 

within the region, resulting from direct and indirect impacts. 

“Total impact is the sum of the direct, indirect, and induced impacts.” 

 

Summary of Key Economic Findings During 14-16-Month Construction Period  

 

The Direct Impact is equal to the total cost of construction and employment of jobs incurred 

during the 14-16-month construction period. Labor income is estimated at approximately 40% of 

total construction costs. The remaining portion represents the cost of materials.  
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Summary of Key Economic Findings During Annual Operations  

 

The Indirect Impact is equal to the annual revenue plus labor income of those employed during 

operations. 

As noted in the applicant’s economic impact report, the indirect impacts are permanent, ongoing, 

and projected on an annual basis.  

 

Hartz Mountain Industries Spagnoli Rd. PILOT Program and Estimated Benefits   

 

Sales Tax Benefit:                                    $ 2,969,156           ($57,375,000 cnst. x 60% x 8.625%) 

Total Mortgage Recording Tax:            $    479,250           ($63,900,000 mtg. x .75%)  

Property Tax Net Benefits (PILOT):    $ 5,091,476                 

Total Estimated Benefits (Applicant):   $ 8,539,882  

Subject to final approval by Suffolk IDA  
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Middle Country Meadows, LLC (Town of Brookhaven IDA) (2020) 

Project Type: Senior Care / 55 & Over 

Middle Country Meadows, LLC project involves the construction of a 136,400 square foot 

residential project, comprising 124 age-restricted residential apartments. associated furniture, 

fixtures, machinery, and equipment, of which 36 units will be income-restricted affordable units 

available to those who earn no more than 80% of the area median income.  

Economic Impacts are estimated to be 152 direct, on-site construction jobs, 88 indirect jobs, 

totaling 240 construction-phase jobs, collectively earning $14.9 million in wages.  

 

Middle Country Meadows Rendering 

Upon completion of the project, 50 FTE Jobs from operations are projected to generate $ 2.1 

million in recurring annual wages and earnings. 

Summary of Economic Impact  

 

(Induced Impacts have not been calculated for this Project as of the date of this report) 

Additional public improvements were required by the Town in the form of:  

• New sidewalk connecting to Independence Plaza,  

• Trail available for use by local high school cross country team,  

• Ball field lighting for Selden Center Little League,  

• Memorial monument and bench, and Clubhouse, to be available for civic meetings 
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Middle Country Meadows PILOT Program and Estimated Benefits 

 

 

Sales Tax Benefit:                                              $ 1,554,828             ($18,027,000 cnst. x 

8.625%) 

Total Mortgage Recording Tax:                       $    225,000             ($30,000,000 mtg. x .75%)  

Property Tax Net Savings (PILOT):               $ 5,618,179                

Estimated Savings (Applicant):                       $ 7,398,007 

Subject to final approval by Town of Brookhaven IDA 
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Engel Burman at the Beach (Nassau IDA) (2021) 

Project Type: Mixed-Use 

EB at the Beach consists of the following:  

A 6.04-acre parcel of land located between Long Beach Boulevard, Riverside Boulevard, and 

East Broadway, City of Long Beach, Nassau County, New York, designated as a Super Block to 

contain a 620,000 sq. ft. mixed-use building.  This transit-oriented development will contain 238 

residential rental units (of which 30 are designated for workforce housing), 200 market-rate 

residential condominiums, 6500 sq. ft. of retail space, and two levels of parking facilities 

sufficient to provide for all uses.  EB at the Beach is a significant and challenging undertaking by 

the developer.  The site has remained vacant and undeveloped for more than two decades and 

without the assistance of the IDA, the project would not proceed.  

 

Engel Burman at the Beach Rendering 

Camoin 310 was commissioned by the Nassau County IDA to provide an economic impact study 

to estimate the number of new jobs and household spending generated by the project.  Camoin 

310 uses an input-output model to determine the economic impact as designed by the Economic 

Modeling Specialists, International (EMSI).  Direct economic activity inputs (Jobs and 

Spending) are used to model the spillover effect of spending in the local economy.  Camoin 310 

reports the following Direct, Indirect, and Induced impacts as follows: 
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Summary of Economic Impact 

 

Economic Impact - Construction Phase 

 

 

Economic Impact - On-Site Operations 

 

 

Total Annual Economic Impact  
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Engel Burman At the Beach PILOT Program and Estimated Benefits  

 

The residential condo development does not receive any benefits from the PILOT program, 

however, the construction of the residential condominiums plus the net new households created 

do contribute towards total induced impacts to the community.  

The schedule of payments to be made by the Applicant under the draft PILOT agreement would 

be approximately $15.4 million more than the property tax payments generated by the Site if the 

Project were not to occur. In other words, the PILOT represents a benefit to the affected taxing 

jurisdictions averaging $615,931 per year. 

 

Sales Tax Benefit:                                          $  6,019,676  ($116,322,241 cnst. x 60% x 8.625%) 

Total Mortgage Recording Tax Benefit:      $   947,483   ($12,638,310 mtg. x .75%)  

Estimated Savings (Applicant):                   $  6,967,159 

Property Tax Benefit (PILOT):           $ 15,398,282                
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Forward-Looking 

The IDA has transformed to become an integral stakeholder supporting the needs of businesses 

in the region.  Originally formed to maintain and enhance the manufacturing industry, the IDA is 

today at the forefront of an evolving marketplace.  This includes large-scale projects comprising 

High Tech, Pharma, Mixed-Use Development, Distribution, Aerospace, and Transit-Oriented 

Developments.   

Long Island is a part of the No 1 Metropolitan Statistical Area in the United States.  With nearly 

3 million residents (almost equally split between Nassau and Suffolk Counties) it has the 

potential to be an economic powerhouse. There exists a need for inter-related programs to 

manage and balance the future requirements of the region.  These programs need to address 

“high taxes, a lack of affordable housing, a somewhat unfriendly business climate, and too many 

layers of government”. 

 

It is important that oversight and review of business practices occur within each IDA, and the 

more that is done from within (to provide transparency of information and process) the better it 

will serve to the benefit of all stakeholders. 

 

A future goal of REI is to expand upon this white paper with updates to provide more in-depth 

understanding of the facts, challenges and benefits that comprise IDA agreements and to share 

that information with the public in a timely fashion. 
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