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Workshop Outline
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2017 Local Government Fiscal Stress Survey Results

Tax Cap Overrides: Who, Where, and Why?
* Desired Reforms to Fix the Cap

Leveraging Non-Profits

* Payments and Services in Lieu of Taxes
 Community Benefits Agreements
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Own-Source Local Revenues are Stagnant
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2018 AOT Meeting & Training School CORNELL UNIVERSITY

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.




State Aid - A Billion Dollar Drop!
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Cumulative Impacts of Tax Cap
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Population Change:
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F.conomic Restructuring

Shift: Manufacturing to eds & meds

Tax-exempt land

’ ir, % Tax-exempt Land
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Note: Exempt value as percent of full value for county purposes.
Data Source: NYS Dept. of Taxation & Finance, 2010 Assessment Rolls. :
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Causes of Local Flscal Stress and

L ocal Governments’ Responses
By Austin Aldag and Dr. Mildred Warner, Dept. of City & Regional Planning, Cornell University, June 2017
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2017 NYS Fiscal

Stress Survey

WINAT CARSES LOCAL FISCAL STRESS? WIRAT CAN BE DONE ASOUT IT?

Link to full report:
 http://cms.mildredwarner.org/p/268

WHAT CAUSES LOCAL FISCAL STRESS?
WHAT CAN BE DONE ABOUT IT?

Austin M. Aldag, Mildred E. Warner and Yunji Kim
Department of City and Regional Planning

regarding sources of and responses to fiscal stress
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State Austerity Policy Coenell University, Ithaca, New York —
& Creative Local ReSponse
INTRODUCTION
and 42 Local governments in New York State are under fiscal  There are 1,593 general purpose municipal governments
moder: stress. A 2017 survey of New York State local governments  in New York State. Fifty-eight percent responded to this
finds the primary sources of this stress come from state level  survey (See Table 1. Elected officials, such as mayors, town
These policy-shifting service and expenditure responsibilities to  supervisors, or county executives, comprised 86 percent of the
NYS local government and restricting their ability to raise revenue  respondents, and the remaining 14 percent were appointed
units and innovate in service delivery. Local governments provide  officials (such as county administrators, city managers,
stress, the services critical to economic development and quality  town or village clerks,etc). Cities and villages had the
fiscal of life. To continue providing these key public services for  highest response rate; followed by towns and then counties.
al., 201 their constituents, local governments in New York State  Respondents also show broad geographical representation
report must possess adequate budgetary and political authority to  across the state. Figure 1 mape all cities, counties, towns,
more address fiscal stress. To do so requires a state partner. and villages who responded to the survey.
of both
2013 al Focus groups were conducted in Fall 2015 with towns, villages,  Table 1: Reponses Rate
cap we cities and counties across the state to uncover the causes of
pore ¢ fiscal stress, and local revenue and service delivery responses
the ou (Anjumetal.,2015). The focus group results were used
cp w to design surey questions. A staowide online survey was  INYS, 62 s em s 1
conducted in March2017 by the SurveyResearch Institute of ~ Survey a 2 509 - o
Table Cornell University. All cities, counties, towns, and villages ~ Respondents ' ’
Fiscal in New York State (excluding New YorkCity) were surveyed | Repomse Rate | 76% 53% 5% 61% 58%

Searce: Comell Usiversty, Local Gomemment Fical Siress in NYS Survy, 2017

sty partierad with the New York Canference of Mayces and the New York State Assocaation of Towns for this sudy. Runding for

rovided by the USDA Hatch and Smith Lever funds
Institute for Sccial Sciences. We would like o0 thank C
Chuck Rankin and Bar

s can be found a bitp//www.

2017 Fiscal Stress Sur

iministered by the NYS Agricultural Esperiment Statioe and the Correll
Faiella, Tyler Keegan, Mark Lavigne.

ey Results

Collaborators:

Cornell University

* Dept. of City & Regional Planning
Association of Towns of the State of New York
New York Conference of Mayors

Funding for the survey was provided by the
USDA Hatch and Smith Lever funds and the
Cornell University Institute for Social
Sciences.

CORNELL UNIVERSITY

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.




2017 Fiscal Stress Survey
Response Rates

Il cities & vilages
- Towns
:, Counties

Cities Counties Towns Villages Total

Total NYS 62 57 932 545 1,596

Responses 47 30 509 333 919

Response ., 53% 55%, 61%  58%
Rate

2017 Fiscal Stress Survey Results CORNELL UNIVERSITY

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.




Sources of Local Fiscal Stress Locar
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Current vs. Future Budgetary Needs

How has the Property Tax Cap affected your jurisdiction’s
ability to meet budgetary needs?

Current Future
Significantly impaired -
Moderately impaired _
Minimal / No impact -
Moderately improved

Significantly improved

0 200 400 0 250 500

Source: Cornell University, Local Government Fiscal Stress in NYS Survey, 2017, N=879.

2017 Fiscal Stress Survey Results CORNELL UNIVERSITY

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.




Budgetary Needs Most Affected by Tax Cap

Which future budgetary needs will be most affected?

(Select all that apply)
Infrastructure Investments 86%
- 1 0

Long-term Planning 63% Foonomic
Recreation 26% ~ Decline
Elder Services 19% Tax

. . Base
Social Services 10% Erosion

Source: Cornell University, Local Government Fiscal Stress
in NYS Survey, 2017, N= 766, multiple responses allowed.

2017 Fiscal Stress Survey Results CORNELL UNIVERSITY

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.




Service Cuts 1n Response to Fiscal Stress

Local Governments
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L.ocal Reactions to Fiscal Stress

Revenue Enhancements
Cuts (Mean =1.3) vent

(Mean =2.4)
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Source: Cornell University, Local Government Fiscal Stress in NYS Survey, 2017, N=855. Multiple responses allowed.
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Sources - Within Local Gov. Capacity Looar
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20% 40% 60% 80% 100%

Stagnant State Aid
State Mandates
Property Tax Cap

Personnel Costs: Benefits

Aging Infrastructure

Personnel Costs: Pension Contributions

Aging Population

Economic Development Challenges

Personnel Costs: Salaries
Sales Tax Volatility
Tax-exempt Properties

Poverty

Declining Population

Population Growth

B Significant ® Moderate [0 Weak [UNone

A Municipal Toolbox CORNELL UNIVERSITY

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.




Linking Stress Sources to Tools Locar
STRESS
Significant Source

Property Tax Cap 86% Overriding Tax Cap

Stress Source

Tax-exempt Properties 55% Payments in Lieu of Taxes (PILOTs)

Economic Development 679 Community Benefits Agreements
Challenges ° (CBAs)

T

Link to full toolbox:

http://cms.mildredwarner.org/p/280

A Municipal Toolbox ORNELL UNIVERSITY [ 20

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.




Overriding the Property Tax Cap:

Who, Where, and Why?

Tool Override Tax Cap PILOTs CBAs & SILOTs
Stress Source Tax Cap Tax-exempt Properties Econ. Dev. Challenges




LocAL
FiscAL
STRESS

HOW to Override?

For General Purpose Local Governments in NYS:

MPaSS ordinance with a 60% supermajority of governing board.

W Pass final public budget following the override vote.

Overriding the Property Tax Cap

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.




WhO 1s Overriding? Fin
STRESS

In the last three years, has your jurisdiction overridden the Tax Cap?

All 38%

Towns 39%

Cities 43%
Counties 43%
Villages 34%

Source: Cornell University, Local Government Fiscal Stress in NYS Survey, 2017, N=878.

Overriding the Property Tax Cap CORNELL UNIVERSITY

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.
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Why / Why Not Override the Cap?

Why did your jurisdiction decide to Why did your jurisdiction not
override the Tax Cap? (N=330) override the Tax Cap? (N=548)

Unnecessary to

Maintain Services Meet Budget Needs

For Residents to
Qualify for Tax
Freeze Rebate

Voters Oppose Idea . o
of Override 21%

Cover Increasing
Costs for Employee
Benefits

Maintain Longterm
Capital Investments

Uncertainty in

1ecti F the Stat
Budget Projections rom the sState

Government

Fear of Retribution
g -

0% 25% 50%  75% 100% 0% 25% 50% 75% 100%

Source: Cornell University, Local Government Fiscal Stress in NYS Survey, 2017. Multiple responses allowed.

Overriding the Property Tax Cap DRNELL UNIVERSITY l 25

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.




Overriding the Tax Cap Summary

More Likely Less Likely -
Fiscal Stress * NYC Region
* Cutbacks in Road Repair e Job Growth
* Tax-exempt Property * High Tax Effort
* Pushback Narrative * Believe Narrative of Inefficiency

* Total Services Provided Submitted Govt. Efficiency Plan

* % Expenditure — Employee
Benefits

Overriding the Property Tax Cap CORNELL UNIVERSITY

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.




Desired Reforms to Property Tax Cap

Exempt capital expenditures 67%
Set allowable levy growth factor at 2% 58%
Exempt emergency expenditures 55%
Exempt pension payments 55%
Exempt special districts 35% — 44 /0 ToWnS
Include PILOTSs in growth factor 32%

Include tax-exempt land in growth factor 29%

—
%z
S

No desired change

0% 25% 50% 75%
Source: Cornell University, Local Government Fiscal Stress in NYS Survey, 2017, N=878.

Overriding the Property Tax Cap CORNELL UNIVERSITY

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.




Lessons from Other States to

Exemptions from caps in other states:
* Infrastructure investments
* Emergency or disaster expenses
* Special districts

Set growth factor at 2%, regardless of inflation

Include PILOTs and developments on tax-
exempt land in calculating growth factor.

Other states also:
 Increased state aid to localities and schools
* Centralized fiscal responsibility for mandates

Overriding the Property Tax Cap

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.
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We want to hear from you!

LOoCAL
FISCAL Why did your jurisdiction override/not override the Tax Cap?

STRESS

What reforms would you like to see in the Tax Cap?

State Austerity Policy
& Creative Local Response




Leveraging Non-profits:

Payments and Services 1in Lieu of Taxes
& Community Benefit Agreements

Tool Override Tax Cap PILOTs CBAs & SILOTs

Stress Source Tax Cap Tax-exempt Properties Econ. Dev. Challenges




What s a PILOT? e

Voluntary payments made by tax-exempt property owners or users
to compensate for all or part of lost property tax revenue.

Common Factors

v' Large, wealthy non-profits with high value property ownings.
v" Non-profit unlikely or unable to leave area.

v" Area experiencing fiscal stress.

v" Usually located in the Northeastern US.

Payments i Lieu of Taxes

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.




Types of PILOTS tocat

Tax Abatement Service Agreement
Avoid paying some or all Contribute when
local property taxes tax-exempt
NET LOSS NET GAIN
Goal: Encourage Goal: Compensate for
development public services

Payments i Lieu of Taxes

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.




Why Establish a PILOT in NYS

1. Local governments reliance on property tax revenue

- Property tax 1s 30% of total revenue for local governments in New York
- Property tax 1s 58% of local revenue for NYS Towns

2. Offset tax burden of local residents

- Local property tax rates go up to compensate
- Many users of nonprofit services may not be local

3. Shifting role of non-profits
- More growth than GDP for last decade

- Many are regional economic drivers (especially eds and meds)
- Increased instead of decreased burden of service provision

Payments i Lieu of Taxes CORNELL UNIVERSITY

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.




PILOI's to NYS Local Governments looy

Do any tax-exempt properties make payments in lieu of taxes
to your jurisdiction?

Government Type
All

34%

Towns 32%
Cities 53%
Counties 71%
Villages 31%

Source: Cornell University, Local Government Fiscal Stress in NYS Survey, 2017, N=837.

Payments i Lieu of Taxes CORNELL UNIVERSITY

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.




How to Establish a PILOT in NYS

Traditional:
AdHoc 1. Identify non-profit
Stick 2. Leverage government powers
Short-Term 3. Contract negotiation for short-term

Flexible 4. Agreement with flexible payment amount

Payments i Lieu of Taxes DRNELL UNIVERSITY @ 35

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.
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Framework to Lstablishing a PILOT

Consistency * Ad-hoc vs. Systematic

Local Government

e Carrot vs. Stick
Leverage

Timeframe * Short-term vs. Ongoing

Payment
Determination

 Flexible vs. Specified

Payments i Lieu of Taxes CORNELL UNIVERSITY

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.




Implemented 1995 2016 2017 2017

Consistency Ad Hoc Ad Hoc Systematic Systematic

Government Stick Carrot Stick Combination
Leverage

Timeframe Short-Term Short-Term Ongoing Ongoing

Payment Flexible Specified Specified Specified
Payment $1,250, 000 $850, 000 : 532.4
Amount million




PILOT's Summary s
STRESS

N\

Address fiscal stress from the source.

Shifts the burden of service.

Opportunity for collaboration between local
government and non-profits.

Payments i Lieu of Taxes

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.




Services and Community Benefits Agreement

Legal agreement between stakeholders:
* Community members, developers, Tax-exempt Land
and local government

Economic Deyv.
Challenges

Offset negative impacts by securing

benefits for directly affected residents. I \

Institutions of interest to Towns:
CBAs

* Renewable energy
PILOTs =
 Non-profits AL SILOTs

* Eds & Meds
* Historic re-development

Community Benefits Agreements DRNELL UNIVERSITY | 39

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.




Ideal CBA/SILOT Process

. N
* New proposed development or investment

e Advocacy groups and/or residents 1dentify affected area,
and build community coalition

/

 Stakeholder engagement o
 Identify affected community needs

* Negotiate concessions from developer )

 Draft and finalize legally binding benefits agreement
» Agreement enforcement & monitoring

£ - €4

Community Benefits Agreements YRNELL UNIVERSITY Bl 40

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.




Menu of Benelfits

Provision Type Examples of Common Provisions

Workforce Support Local hiring
Community Amenities &  Community Facilities, Expanded Wi-Fi networks/
Services Broadband
Business Support & .
pp Local product sourcing
Procurement
Community Preservation Anti-displacement policies; Historic preservation
Environmental Resiliency Green business practices; Public transit
Enforcement Contractual penalties; Community oversight
Community Empowerment Community representation in decision-making

Community Benefits Agreements CORNELL UNIVERSITY

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.




Linking Fiscal Stress & Equity

Stress Tool Result = Fiscal Stress Result 2> Equity
Source

Overriding  Increase property tax Fund services for
Tax Cap .
Tax Cap revenue dependent populations
Payrpents i . : New contributions
Tax-exempt Lieu of Align costs of service :
: . . decrease community
Properties Taxes provision burden
(PILOT:)
Community
Econ. Dev. Benefits Redugseﬁ;cllzrrllt;)?olrocal Secure benefits for
Challenges  Agreements SOVE residents of development
(CBAS) economic development

A Municipal Toolbox CORNELL UNIVERSITY

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.




We want to hear from you!

LLocAL

FISCAL
STRESS Does your town currently have a PILOT, SILOT, or CBA?

Do tax-exempt properties drive fiscal stress in your town?

Are there other ways your town has leveraged non-profits?

State Austerity Policy
& Creative Local Response




Thank you Locar.
STRESS

L.ocAL

FISCAL
STRESS

State Austerity Policy
& Creative Local Response

Question or comments?

Link to full report & 1ssue briet:
http://www.mildredwarner.org/restructuring/fiscal-stress

CORNELL UNIVERSITY

See more information at http://www.mildredwarner.org/restructuring/fiscal-stress.







