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State of New York
Offi ce of the State Comptroller

Division of Local Government
and School Accountability
 
April 2015

Dear Agency Offi cials:

A top priority of the Offi ce of the State Comptroller is to help local offi cials manage government 
resources effi ciently and effectively and, by so doing, provide accountability for public dollars spent 
to support government operations. The Comptroller oversees the fi scal affairs of local governments 
and certain other public entities statewide, as well as compliance with relevant statutes and observance 
of good business practices. This fi scal oversight is accomplished, in part, through our audits, which 
identify opportunities for improving operations and Board governance. Audits also can identify 
strategies to reduce costs and to strengthen controls intended to safeguard governmental assets.

Following is a report of our audit of the County of Oswego Industrial Development Agency, entitled 
Revolving Loan Programs. This audit was conducted pursuant the State Comptroller’s authority as 
set forth in Article X, Section 5 of the State Constitution and Article 3 of New York State General 
Municipal Law.

This audit’s results and recommendations are resources for agency offi cials to use in effectively 
managing operations and in meeting the expectations of their constituents. If you have questions about 
this report, please feel free to contact the local regional offi ce for your county, as listed at the end of 
this report.

Respectfully submitted,

Offi ce of the State Comptroller
Division of Local Government
and School Accountability

State of New York
Offi ce of the State Comptroller
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Offi ce of the State Comptroller
State of New York

EXECUTIVE SUMMARY

The County of Oswego Industrial Development Agency (COIDA) was created in 1973 by the New 
York State Legislature for the purpose of promoting, developing, encouraging and assisting in 
acquiring and constructing certain types of facilities, thereby advancing job opportunities, health, 
general prosperity and the economic welfare of the people of the State. The benefi ts available to 
companies that receive fi nancial assistance from COIDA include mortgage, sales and real property 
tax exemptions and fi nancing from industrial development agency (IDA) bonds. Many of the projects 
that benefi t from COIDA assistance include agreements to make annual payments in lieu of taxes 
(PILOTs)1 to help offset the loss of revenues from the tax exemptions provided. COIDA also has a 
revolving economic development fund program offering low interest loans to area businesses and tax-
exempt organizations. As of May 31, 2014, COIDA had 113 outstanding loans totaling approximately 
$11.7 million and had $7.7 million in cash on hand, of which $4.2 million was restricted for future 
loans.

COIDA comprises a seven-member Board of Directors, which is appointed by the Oswego County 
(County) Legislature and is responsible for the general management and control of COIDA’s fi nancial 
and operational affairs. Operation Oswego County (OOC), a not-for-profi t development organization, 
performs the administrative and accounting services for COIDA pursuant to a written agreement. A 
representative from OOC serves as the chief executive offi cer and another as the chief fi nancial offi cer 
for COIDA.2 

Scope and Objective

The objective of our audit was to evaluate COIDA’s revolving loan fund programs for the period 
August 1, 2012 through May 31, 2014. We extended our audit scope to review job data reported by 
companies as of July 31, 2014.  Our audit addressed the following related questions:

• Did COIDA have the legal authority to make loans from its revolving loan programs?

• Did COIDA design and implement systems to evaluate job data and project performance of 
companies that received loans from its revolving loan programs?

1 PILOTs are amounts paid to the IDA or the affected tax jurisdictions that are equal to the amount, or a portion of the 
amount, of the taxes which would have been levied by or on behalf of an affected tax jurisdiction if the project was not 
tax exempt by reason of the IDA’s involvement. An affected tax jurisdiction is a municipality or school district in which 
an IDA project is located (General Municipal Law, Section 854). 

2 The relationship between COIDA and OOC and representatives of OOC is not within the scope of this audit.
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Audit Results

COIDA provides loans from revolving loan funds to eligible borrowers to fi nance a portion of the cost 
of approved projects. The repayments of principal and interest from companies are used to make loans 
to future borrowers. While the IDA statute expressly authorizes an IDA to issue its own bonds and 
notes to provide fi nancial assistance for IDA projects, it has been the Offi ce of the State Comptroller’s 
long standing view that such legislation does not authorize an IDA to establish a revolving loan 
program using its own funds, including money that would have been otherwise paid to the County as a 
portion of a PILOT. Nonetheless, COIDA had 90 loans outstanding as of May 31, 2014, totaling nearly 
$9.6 million, which were fi nanced with COIDA’s own funds.    

In order to receive loans, companies represent that they will retain or create a certain number of jobs. 
COIDA did not design and implement systems to evaluate job data and the overall performance of 
companies that received loans from the revolving loan programs. We found no formal process to 
compare current and projected jobs at the time of application to the reported number of jobs actually 
created and retained, in order to determine whether the loan program is successfully resulting in job 
creation and retention. 

Comments of Agency Offi cials

The results of our audit and recommendations have been discussed with Agency offi cials, and their 
comments, which appear in Appendix A, have been considered in preparing this report. Except as 
specifi ed in Appendix A, Agency offi cials generally agreed with our recommendations and indicated 
they planned to take corrective action.  Appendix B includes our comments on the issues raised in the 
Agency’s response letter. 
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Background

Introduction

Objective

Industrial Development Agencies (IDAs) are independent public 
benefi t corporations created to promote, develop, encourage and 
assist in acquiring, constructing, improving, maintaining or equipping 
certain types of facilities. The overall goal of IDAs is to advance the 
job opportunities, health, general prosperity and economic welfare of 
the people of the State. The powers and duties of IDAs are generally 
set forth in General Municipal Law (GML). Typically, projects that 
receive IDA fi nancial assistance involve the acquisition, construction 
or major renovations of buildings and equipment and generate short-
term and long-term employment in jobs related to construction and 
operations.

The County of Oswego IDA (COIDA) was created in 1973 by the 
New York State Legislature. COIDA comprises a seven-member 
Board of Directors (Board), which is appointed by the Oswego County 
(County) Legislature and is responsible for the general management 
and control of COIDA’s fi nancial and operational affairs. Operation 
Oswego County (OOC), a not-for-profi t development organization, 
performs the administrative and accounting services for COIDA 
pursuant to a written agreement. A representative from OOC serves 
as the chief executive offi cer (CEO) and another as the chief fi nancial 
offi cer (CFO) for COIDA.3 

The benefi ts available to companies that receive fi nancial assistance 
from COIDA include exemptions from mortgage, real property and 
sales taxes and fi nancing from IDA bonds. Many of the projects that 
benefi t from COIDA assistance include agreements to make annual 
payments in lieu of taxes (PILOTs) to help offset the loss of revenues 
from the tax exemptions provided.  COIDA generally enters into a 
lease or lease-back agreement for the property owned or leased by 
the business, which facilitates the provision of such benefi ts as the 
property is considered tax-exempt under the IDA statute.  COIDA also 
has a revolving economic development fund (EDF) program offering 
low interest loans to area businesses and tax-exempt organizations. 
As of May 31, 2014, COIDA had 113 loans outstanding totaling 
approximately $11.7 million and had $7.7 million in cash on hand, of 
which $4.2 million was restricted for future loans.

The objective of our audit was to evaluate COIDA’s revolving loan 
fund programs.  Our audit addressed the following related questions:  

3 The relationship between COIDA and OOC and representatives of OOC is not 
within the scope of this audit.
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Scope and
Methodology

Comments of
Agency Offi cials

• Did COIDA have the legal authority to make loans from its 
revolving loan programs?

• Did COIDA design and implement systems to evaluate job 
data and project performance of companies that received 
loans from its revolving loan programs?

We evaluated COIDA’s authority to make loans and examined its job-
monitoring practices for the period August 1, 2012 through May 31, 
2014. We extended our audit scope to review job data reported by 
companies as of July 31, 2014.  

We conducted our audit in accordance with generally accepted 
government auditing standards (GAGAS). More information on 
such standards and the methodology used in performing this audit is 
included in Appendix C of this report.

The results of our audit and recommendations have been discussed 
with Agency offi cials, and their comments, which appear in 
Appendix A, have been considered in preparing this report. Except 
as specifi ed in Appendix A, Agency offi cials generally agreed with 
our recommendations and indicated they planned to take corrective 
action.  Appendix B includes our comments on the issues raised in the 
Agency’s response letter. 

The Board has the responsibility to initiate corrective action. A written 
corrective action plan (CAP) that addresses the recommendations in 
this report should be prepared and forwarded to our offi ce within 
90 days, pursuant to Section 35 of the GML. For more information 
on preparing and fi ling your CAP, please refer to our brochure, 
Responding to an OSC Audit Report, which you received with the 
draft audit report. We encourage the Board to make this plan available 
for public review in the Clerk’s offi ce.
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Authority to Loan

IDAs are a vehicle by which the State facilitates economic 
development. An IDA is a corporate governmental agency constituted 
as a public benefi t corporation and is created by State statute. It is 
a general rule that public benefi t corporations, such as IDAs, have 
only those powers which are conferred expressly by the State 
Legislature or which are necessarily implied. An IDA is authorized to 
provide “fi nancial assistance” for IDA projects. The term “fi nancial 
assistance” is defi ned to mean the proceeds of IDA bonds, “straight-
leases” or exemptions from taxes resulting from the project’s status 
as an IDA project. 

Financial assistance does not expressly encompass direct loans of 
the IDA’s money. Moreover, while an IDA is expressly permitted 
to accept gifts, grants, loans and contributions from various sources 
and to use such money for its corporate purposes, GML contains no 
corresponding authority for IDAs to make loans of their own money.4  
Accordingly, we question whether COIDA is authorized to make 
direct loans of its own money. In contrast, it has been our view that 
IDAs may participate in federal loan programs and make loans using 
money originating from federal sources such as the U.S. Department 
of Housing and Urban Development (HUD) and U.S. Department of 
Agriculture (USDA) consistent with the terms of the federal program.5  
As of May 31, 2014, the COIDA had 90 questionable outstanding 
loans totaling nearly $9.6 million of its own funds.   
 
COIDA’s EDF program was established to enhance the overall 
economic well-being within the County and to foster the creation and 
retention of job opportunities for the County’s citizens. Under this 
program, COIDA makes direct loans to eligible borrowers to fi nance 
a portion of the cost of approved projects. Loan proceeds may be 
used by the borrower for the purchase of machinery and equipment, 
acquisition or construction of facilities, renovations or additions to 
facilities, inventory and working capital. The Board approves all such 
loans and the repayments of principal and interest from companies 
are used to make loans to future borrowers. Figure 1 shows the types 
of loans originating from the various funding sources and outstanding 
loan balances as of the end of our audit period:

4 See Offi ce of the State Comptroller (OSC) Opinions Nos. 99-4 and 82-360, 
Attorney General Formal Opinion No. 2014-F1 and Authorities Budget Offi ce 
Policy Guidance No. 15-01; see also OSC Opinion No. 2011-1, cited in Attorney 
General Formal Opinion No. 2014-F1, concerning the authority for an IDA to do 
things “necessary or convenient” to carry out its purposes and exercise its powers 
under the GML.    

5 OSC Opinion Nos. 82-360 and 79-784; GML Section 858(11); see also Kradjian 
v City of Binghamton, 104 AD2d 16 appeal dismissed 64 NY2d 1039. 
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Figure 1: Direct Loan Types and Outstanding Balances as of May 31, 2014 
Loan Type Outstanding Balance Number of Loans

Loans Originating from COIDA Funds

PILOT EDF  $8,202,586 83

General EDF  $1,395,681 7

Subtotal  $9,598,267 90

Loans Originating from Federal Grant Fundsa

HUD EDF and Micro Enterprise EDF  $1,739,110 20

USDA Intermediary Relending Program EDF  $314,962 3

Subtotal  $2,054,072 23

Total Outstanding Loans  $11,652,339 113

a Loans made by COIDA in which the funds originate from federal sources such as HUD and USDA are permissible if 
the loans are consistent with the terms of the federal program.

PILOT EDF – The County Legislature adopted a resolution in 1994 
approving the use of a portion of the County’s share of PILOT 
payments to establish COIDA’s PILOT EDF.6  The resolution provides 
that a portion of the County’s share of PILOT funds will be retained 
by COIDA to be used “exclusively for lending to create and retain 
jobs in Oswego County.” The resolution and guidelines also state that 
any “uncommitted funds”7 in excess of $2.5 million on July 31 of 
each year will be transferred to the County, upon completion of an 
audit of the IDA. 

The structure of this arrangement results in a portion of the County’s 
PILOT from each project being allocated to and retained by the IDA, 
or distributed by the County to COIDA, to fund the PILOT EDF. It is 
apparent that, once retained by or distributed to COIDA, these PILOTs 
become COIDA funds. As noted, we question the legal authority of 
the COIDA to make direct loans from the PILOT EDF because the 
loans are made from COIDA’s own funds.8  We are aware that COIDA 
obtained opinions from its attorneys, concluding that the County’s 
PILOT payments allocated or paid to the IDA are not subject to the 
constitutional prohibition against gifts and loans by, among others, 

6 COIDA initially received 50 percent of the County’s share of PILOT payments, 
which was reduced to 10 percent in 2004.

7 According to the CEO, uncommitted funds are defi ned as cash held in the bank, 
less the loans approved by the Board but not yet dispersed.

8 Although not directly within the scope of this report, we have also expressed 
the view that a county is not authorized to establish a revolving loan fund with 
county money to make loans to private businesses for the purpose of fostering 
economic development and creating jobs or to contract with an IDA for the 
payment of county money to an IDA to fund a revolving loan fund from which 
loans to private entities would be made (OSC Opinion No. 82-296; see also OSC 
Opinion No. 86-22).  
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counties, to or in aid of private undertakings; the County has authority 
to agree to an “alternative allocation” of PILOTs; and COIDA has 
authority to use those PILOTs to make loans to private parties.  Even 
assuming that there is no violation of the gift and loan constitutional 
prohibition, as noted, we question the authority of an IDA to make 
loans using its own money, whether derived from fees or PILOTs.9

General EDF – The CEO told us that, beginning in the late 1980s, 
the COIDA began loaning its own funds to companies using the 
revenues generated from application and administration fees charged 
to companies.10 From these revenues, the COIDA established the 
general EDF. The purpose of these funds was to make loans to eligible 
businesses which are obligated to create and retain jobs. COIDA 
discontinued loaning from these funds in 2008 on the advice of its 
attorneys.  

We also question the legal authority for COIDA to make loans using 
its own money from its general EDF. As of May 31, 2014, COIDA 
had seven outstanding loans totaling nearly $1.4 million from the 
general EDF.  While COIDA has not made any new loans from the 
general EDF since 2008, it continues to collect monthly installment 
payments from its existing loans.  

1. The Board should discontinue the practice of making loans from 
the PILOT EDF.

2. In the absence of remedial legislation, the Board should remit 
to the County the total cash on hand in the PILOT EDF and 
subsequent repayments it receives from companies for the PILOT 
EDF, or it should modify its agreement with the County to ensure 
that these funds are expended only for a purpose for which the 
County itself could use its money.

Recommendations

9 Further, we have expressed the view that a municipality may make a gift of its 
money to an IDA, but only if the funds are used by the IDA for a purpose for 
which the municipality could use its own money (OSC Opinion No. 86-22), and 
we believe a municipality may not use its money to fund an IDA revolving loan 
fund which is used for other purposes (OSC Opinion No. 82-296).  In our view, 
there is no distinction in this regard between PILOTs payable to the municipality 
and other funds of the municipality.

10 For PILOT and bonding transactions, COIDA imposes administrative fees as a 
percentage (less than 1 percent) of the project cost, the bonds issued or the amount 
refi nanced. An application fee of $500 is charged at the time of application, and 
an annual $500 administrative fee is charged to cover reporting requirements 
to comply with State reporting regulations. For loans, an applicant pays an 
administrative fee (at least 1 percent of the amount fi nanced, or $200, whichever 
is greater) and an application fee of $100. We express no view as to the propriety 
of the fees. 
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Monitoring Loans

The Board is responsible for monitoring and evaluating the 
performance of businesses receiving loans to determine whether 
they are meeting the goals included in their loan applications and 
to determine the overall effectiveness of the loan program. Without 
effective monitoring, COIDA offi cials cannot effectively identify and 
address job creation or job retention shortfalls, and the community 
will not be able to determine if the expected benefi ts of the loan 
programs have been achieved.11 

COIDA offi cials did not design and implement systems to evaluate 
job data and the overall performance of companies that received loans 
from the revolving loan programs. Offi cials have no formal process 
to compare actual and projected jobs from the time of application to 
subsequently reported job totals in order to determine whether the 
loan program is successfully retaining or creating jobs. We compared 
the projected jobs included in a sample of 31 loan applications with 
the actual jobs reported by companies as of July 31, 2014 and found 
that companies created 50 percent of the jobs they originally projected 
they would create.

In order to apply for a loan from the COIDA, a company must fi rst 
complete a loan application.  Among other things, the application 
requires the company to complete an employment plan which 
identifi es, by job title, the present number of jobs and applicable 
salaries and also the jobs to be created in each of the subsequent 
three years. In August of each year, COIDA sends a form to each 
company asking them to confi rm the outstanding balance of the loan 
and to enter the current number of employees as of July 31 and the 
total gross payroll for July of that year. In addition to returning the 
completed form (annual job report), each company is required to 
annually submit its fi nancial statements to COIDA.

COIDA does not have a consistent or formal process to compare 
projected jobs on loan applications to the annual job reports 
submitted by companies to determine if the companies have created 
or retained the jobs they projected when they applied for the loans. 
The CFO told us that he annually reviews fi nancial statements for all 
companies, primarily to identify any “red fl ags” in their performance 
trends concerning profi tability and sales. He told us he may review 
the initial projections of salaries in the application if he sees declines 

11 For purposes of this section of the report, we have assumed the legal propriety of 
the loans from revolving loan funds made using the IDA’s own funds, including 
PILOT EDF and general EDF. 
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in salaries from the fi nancial statements for a particular company, but 
he does not review the annual job reports or compare them with the 
job projections in the loan applications. The Board Chair and other 
offi cials told us that, if a company is paying its required monthly loan 
amount, it is assumed the company is performing well fi nancially and 
has created or maintained the jobs as projected in the application. The 
CFO provides to the Board a monthly report of companies which are 
delinquent in their loan payments.12  The Board Chair told us that the 
Board compares projected jobs, per the applications, to actual jobs 
created or maintained for companies that are delinquent in their loan 
payments. However, these comparisons are not documented and there 
is no process in place to determine whether companies making timely 
loan repayments have successfully created or retained jobs.

We compared the initial and estimated jobs to be created from 
company loan applications to 2014 annual job reports13 for all 
companies to which loans were made from July 31, 2008 through 
July 31, 2011. Our sample consisted of 31 companies that received 
loans during this period totaling approximately $3.8 million. Figure 
2 summarizes our comparison of projected and reported jobs.   Even 
though COIDA experienced a 34 percent increase in jobs created, 
we found that the companies created only 50 percent of the jobs they 
originally projected they would create.14 

12 As of May 31, 2014, there were 113 outstanding loans. In July 2014, nine of these 
were identifi ed as delinquent loans.  

13 As discussed later in the report, some of the annual job reports submitted by 
companies were inaccurate. The CFO reached out to these companies and 
obtained updated employment counts. 

14 458 reported jobs - 341 jobs before the loan equals 117 jobs (117/341 = 34 
percent);  117 jobs /237 estimated jobs to be created = 50 percent 

Figure 2: Job Creation Performance Summary

 Number 
of Loans

Jobs 
Before 
Loan

Estimated  
Job 

Creation

Total Jobs 
Estimated

2014 
Reported 

Jobs

Reported Jobs 
Over/(Under) 

Projection

Companies that Met or 
Exceeded Job Creation Goal 11 67 51 118 188 70

Companies that Did Not Meet 
Goals but Increased Jobs 8 76 117 193 145 (48)

Companies that Had No 
Change in Employment 5 48 15 63 48 (15)

Companies that Did Not Meet 
Goals and Reduced Jobs 7 150 54 204 77 (127)

Total 31 341 237 578 458 (120)
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Four companies in our sample also received a subsequent loan 
from COIDA after July 31, 2011. Figure 3 identifi es the original 
and subsequent loan amounts and summarizes our comparison of 
projected15 and reported jobs for these four companies.

15 Projected jobs from the application for the original loan

Figure 3: Subsequent Loan Performance Summary

Company
Original 

Loan 
Amount

Jobs 
Before 
Loan

Estimated 
Job 

Creation

Total 
Jobs 

Estimated

Reported 
Jobs at 
Second 
Loana

Reported 
Jobs Over/
(Short) of 
Projection

Subsequent 
Loan 

Amount

Fulton Tool 
Company, Inc. $99,500 17 3 20 19 (1) $83,660 

Wiltsie Construction 
Co., Inc. $129,780  44 0 44  22 (22) $43,200 

Laser Transit, Ltd. $370,000 44 28 72  36 (36) $83,500 

Barnett Forest 
Products, LLC $90,000 0 7 7 6 (1) $35,000 

Total $689,280 105 38 143 83 (60) $245,360 

a The annual job reports for July 2013 provided the most recent job data because the subsequent loans for the fi rst two companies were made in August and 
December of 2013. The third company (Laser Transit, Ltd.) received a loan in December 2013 but did not submit the required job report for July 2013, so we 
used its July 2014 annual job report. The fourth company (Barnett Forest Products, LLC) received a loan in February 2012; therefore, we used the job data 
reported in the July 2011 job report.   

None of the four companies that received a second loan from COIDA 
met the job creation or retention goals outlined in their initial loan 
applications, and two of the companies reduced staffi ng. The CFO 
told us he reviews the fi nancial status of any company that applies 
for a subsequent loan, but there is no process in place to determine 
whether the company created or retained the jobs it had projected in 
its previous loan application.  Therefore, the Board does not have 
measurable results of a company’s past performance as it relates 
to job creation and retention when it decides whether to approve 
a subsequent loan.  The Board Chair told us that, even though the 
Board does not have the job totals from annual job reports, the Board 
is aware of a company’s fi nancial position and general employment 
levels when evaluating whether to approve a subsequent loan. 

In addition, COIDA does not review the number of jobs reported on 
the annual job forms for reasonableness. Our review of 2014 annual 
job forms raised questions as to the accuracy of the reported number of 
current employees on some of the forms. For example, four companies 
reported zero current employees, and another company reported one 
current employee when the job projections from its initial application 
included 34 current employees. The CFO contacted the companies 
that made errors when reporting the number of current jobs and 
provided COIDA with the correct job totals. Without accurate job 
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totals reported from companies, Board members and other COIDA 
offi cials are not able to perform meaningful comparisons of job 
creation and retention goals to jobs actually created and retained.

When entering into loan agreements, COIDA requires a company to 
sign a “Fund Use Agreement” which specifi es the jobs to be created 
and contains a default clause which allows the Board to declare the 
loan immediately due and payable if the company materially defaults 
in any term, covenant or condition contained in the agreement. 
However, because the Board and COIDA offi cials are not adequately 
monitoring job performance, they do not identify companies that are 
not meeting their job creation goals and do not evaluate whether it 
would be appropriate to  exercise the IDA’s rights under the contract 
when a company does not create jobs as stipulated in the agreement. 
Additionally, the lack of monitoring makes it diffi cult for the 
Board to evaluate the overall effectiveness of the loan programs in 
accomplishing COIDAs primary goals of creating and retaining jobs.

COIDA offi cials should:
 

3. Monitor the job creation and retention performance of 
companies receiving loans in order to help determine if the 
loan programs are achieving their intended benefi ts.  

4. Review the annual job reports for reasonableness and follow 
up with companies reporting questionable job data.

The Board should:

5.  Review and document the past job performance of companies, 
including the results of job creation, when evaluating their 
subsequent loan applications and consider taking action 
pursuant to its rights under the loan documents if a company 
falls signifi cantly short of its job creation goals.  

Recommendations
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APPENDIX A

RESPONSE FROM AGENCY OFFICIALS

The Agency offi cials’ response to this audit can be found on the following pages.  
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See
Note 1
Page 20

See
Note 2
Page 20

See
Note 3
Page 20
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See
Note 4
Page 20

See
Note 5
Page 21
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Note 6
Page 21
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See
Note 7
Page 21
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See
Note 10
Page 22

See
Note 11
Page 22
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APPENDIX B

OSC COMMENTS ON THE AGENCY’S RESPONSE

Note 1

We modifi ed the report to acknowledge that OOC provides accounting and administrative services to 
COIDA pursuant to a written agreement. 

Note 2  

We disagree fundamentally with the IDA’s characterization of the nature of the money used to fund 
the PILOT EDF. Moreover, upon review of the IDA’s response, no portion of this report is based on an 
incorrect application of State law, including case law, and OSC’s own advisory legal opinions.

Note 3 

Our report states that IDAs may participate in federal loan programs. It does not state or imply that 
IDAs are categorically precluded from participating in any other loan programs, such as statutorily 
created State programs. With respect, specifi cally, to loans from municipalities, however, we have 
expressed the view that the authority in GML for an IDA to accept grants and loans from municipalities 
does not constitute corresponding authority for a municipality to make gifts or loans to an IDA (OSC 
Opinion No. 86-22). Further, although a local government may authorize a gift or loan to an IDA, it 
has long been our view that any such gift or loan must require that the money given or loaned be used 
by the IDA only for a municipal purpose for which the local government could use its own money. 
A revolving loan fund from which loans are made to private businesses is not such a purpose (OSC 
Opinion No. 82-296).  

Note 4 

The IDA has custody of PILOTs allocated to it and exercises discretionary control over such money 
by approving loans of the money and expending the money (albeit subject to ratifi cation of loans by 
the County). These powers and duties are signifi cant indicators of IDA ownership of the money.  The 
fact that the IDA has agreed or consented to restrict or commit the money to specifi c purposes, to not 
commingle them with other IDA or “third party” money, to independently account for the money 
and to transfer “uncommitted” funds to the County does not convert the character of the money into 
something other than IDA funds.  

Moreover, it is a fundamental principle that an IDA “lacks powers not granted to it by express or 
necessarily implicated legislative delegation” (OSC Opinion No. 2011-1). There is no authority in 
GML for the IDA to administer a revolving loan fund with money paid to the IDA by the County 
from PILOTs or with County PILOTs retained by the IDA in accordance with a resolution of the 
County Legislature (see OSC Opinion Nos. 82-360 and 82-296). We do not concur with the attempted 
analogy to federal programs undertaken pursuant to federal law. The courts have recognized that 
money originating as federal money and paid to local entities pursuant to a program created under 
federal statute may retain its character as federal money for certain loan programs. However, there 
is no similar authority under State law for money originating as County PILOTs, and allocated and 



2121DIVISION OF LOCAL GOVERNMENT AND SCHOOL ACCOUNTABILITY

retained by the IDA to be used by the IDA to fund a loan program. We have long expressed the view 
that a county may not establish a revolving loan fund with county money for economic development 
purposes or indirectly accomplish this by contract with an IDA.   

Note 5 

OSC Opinion No. 86-22 concludes that a municipality, pursuant to local law, may make a gift or loan 
to an IDA or make a contractual payment to an IDA only for a purpose for which the municipality 
could expend its own money. A revolving loan fund for loans to private businesses to further economic 
development is not a purpose for which county money may be expended. Even assuming that the 
allocated and retained County PILOT money does not constitute “municipal” money or County 
money, and that an expenditure of this money would not contravene the gift and loan prohibition in 
Article VIII, Section 1 of the State Constitution, there is still no statutory authority for the IDA to use 
this money, however characterized, to fund a revolving loan fund. We also note that Opinion No. 86-
22 superseded inconsistent prior opinions of OSC, including the 1978 and 1972 opinions referenced 
in the response.  

Note 6 

We acknowledge that GML authorizes municipalities to purchase IDA bonds or notes as investments 
and  authorizes all affected tax jurisdictions to agree to an allocation of PILOTs in proportions other 
than those based on the amounts of taxes that would have been received by the jurisdictions. We also 
acknowledge that an IDA could expend the proceeds of those bonds or notes to fi nance IDA projects 
or could apply the “alternative allocation” of PILOTs to directly undertake IDA projects or possibly 
even to pay IDA debt service.  However, that is not what occurred here. There was no purchase of IDA 
bonds or notes as investments by the County, and the retained PILOTs were not expended by the IDA 
to directly fi nance an IDA project or to pay debt service on bonds or notes issued to fi nance an IDA 
project. There is no indication that the State Legislature, by necessary implication, intended GML to 
provide authority for retained County PILOTs to be used to fund direct loans to private businesses (see 
OSC Opinion No. 82-360).  

Note 7  

Neither of the suggested changes is warranted.  Also, see Note 5. 

Note 8

We recognize that some loans may have community benefi ts other than job creation. While job creation 
is not the only measure of successful economic development, we note that employment goals are 
included in COIDA’s cost-benefi t analysis for a loan and are one of the determining factors in deciding 
whether or not to approve a loan. As such, COIDA should have a process to monitor the job results of 
those companies that project they will create or retain jobs so it can determine if the intended benefi ts 
of the loans have been achieved. 

Note 9 

COIDA offi cials told us they generally expect businesses to create the jobs projected in their loan 
applications within three to four years after receiving a loan. When evaluating the job creation 
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performance of companies that received loans, we used the July 31, 2014 annual job reports because 
they provided the most recent data available on current jobs. We selected loans made by COIDA from 
July 2008 through July 2011 for analysis because companies that received loans during this period had 
between three and six years to create the jobs they projected. We discussed the sample selection with 
the Director during our audit fi eldwork and he did not express any objections to the sample period at 
that time. We believe this sample represents a fair basis for evaluating the job creation results of the 
companies that received loans. 

Note 10

Figure 2 shows a summary comparison of the projected jobs companies submitted in their loan 
applications to the number of current jobs the companies reported on their most recent annual job 
reports. We think this is a relevant and useful comparison and one that COIDA offi cials should be 
doing on their own in order to determine whether companies have successfully created the jobs they 
projected in their loan applications. 

 Note 11 

The purpose of Figure 3 is to provide data showing the past job performance for a sample of companies 
that received more than one loan. We believe such information is relevant and useful and that COIDA 
should consider such past performance during the loan application review and approval process. It was 
not our intent to draw conclusions on the appropriateness of individual loans made by COIDA.  
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APPENDIX C

AUDIT METHODOLOGY AND STANDARDS 

The objective of our audit was to evaluate whether COIDA had the legal authority to issue loans and 
to evaluate whether COIDA monitored the job creation of companies which received loans. To achieve 
our audit objective and obtain valid audit evidence, we performed the following audit procedures:

• We interviewed Board members and OOC offi cials and reviewed COIDA’s policies to gain 
a general understanding of the purpose of COIDA’s activities and the benefi ts it offers to 
companies.

• We identifi ed the various loan programs offered by COIDA and the respective funding sources 
from our review of grant award letters and agreements with federal agencies, sub-recipient 
agreements with the County, COIDA’s resolutions and loan applications and our discussions 
with the CEO.  We identifi ed the total number and dollar amount of outstanding loans and 
available cash for future loans for each loan type from our review of detailed general ledger 
receivable accounts, loan collection records and physical loan documents.

• We assessed whether COIDA has the authority to make loans from its various lending 
programs from our review of the pertinent statutes, Opinions of the State Comptroller and a 
recent Opinion of the Attorney General. We also reviewed two opinions rendered by COIDA’s 
attorneys.

• We identifi ed the job creation requirements imposed by COIDA when making loans to 
companies from our review of loan applications and loan contracts and from our discussions 
with the CEO and Board members. 

• We interviewed Board members and OOC offi cials to evaluate how they monitor the 
performance of a company and identify whether the company has achieved its goals as outlined 
in the initial loan application. We also reviewed loan agreements to verify whether penalties 
may be imposed for noncompliance with the terms of the loan agreement.

• We compared the present and estimated number of jobs to be created, from the companies 
initial applications, to the number of jobs currently reported (as of July 31, 2014) from annual 
job reports for 31 loans totaling $3,810,132. Our sample included all loans that were made 
from July 31, 2008 through July 31, 2011 and which had outstanding balances as of May 
31, 2014.  We selected the above date range for loans since the COIDA Chair told us that the 
Board would expect job creation from a company within three to four years after the loan was 
made, and the CEO told us he would expect job creation in about three years. Therefore, the 
companies to which loans were made during our date range would have at least three to four 
years to retain and produce the jobs as estimated in their loan applications.

We conducted our performance audit in accordance with GAGAS. Those standards require that we 
plan and perform the audit to obtain suffi cient, appropriate evidence to provide a reasonable basis for 
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our fi ndings and conclusions based on our audit objectives. We believe that the evidence obtained 
provides a reasonable basis for our fi ndings and conclusions based on our audit objectives.
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APPENDIX D

HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT

Offi ce of the State Comptroller
Public Information Offi ce
110 State Street, 15th Floor
Albany, New York  12236
(518) 474-4015
http://www.osc.state.ny.us/localgov/

To obtain copies of this report, write or visit our web page: 
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