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I. Executive Summary 
 New York State initiated the Economic Development Zones program (referred 
to today as the Empire Zones program) in 1986 to bring jobs and economic 
opportunity to areas characterized by pervasive poverty, high unemployment, and 
overall economic distress.  At that time 37 states had programs to concentrate 
development in designated zones; by 1988, every state in the nation had a zone-based 
incentive program.  Today, New York relies on a competitive zones program to 
encourage businesses to locate and expand in our State.  Certain areas of the State 
need the unique benefits offered by a zones program to provide area residents with 
employment and to encourage investment in the local economy.  

 Since its creation, New York’s Empire Zones program has been expanded and 
revised in ways that have changed its fundamental characteristics.  Today, zones 
provide essentially tax-free locations for businesses to locate or expand.  Benefits 
include tax credits for investments and job creation, wage tax credits, credits for 
capital investments, sales tax credits and exemptions, real property tax abatement and 
credits, and other opportunities to reduce taxes and operating costs.  It is estimated 
that the program will cost the State $291 million in foregone tax revenue in 2004.1 

 While the nature and scope of the program has evolved, one fundamental flaw 
persists:  reliable data and evidence of the program’s success have remained elusive.   

 Various studies, audits and evaluations of the program have highlighted this 
problem.  In response to an audit by the Office of the State Comptroller that criticized 
the Department of Economic Development (DED) for its oversight of the Empire 
Zones program through June 30, 1995, DED Commissioner Charles Gargano 
acknowledged the need to develop and accumulate measurable indicators of the 
program’s success.  In response to similar findings of an audit of the program that 
covered the period from April 1, 1999 to January 31, 2004, DED staff noted that the 
need to implement programmatic changes delayed the implementation of evaluation 
systems that the DED agrees are necessary. 

                                                 
1  This estimate was made by the Division of the Budget and the Department of Taxation and Finance, and 

is believed to be rather conservative because it does not include local property and sales tax abatements 
or utility rate reductions, which accounted for two-thirds of the credits claimed by businesses during the 
1993-1995 tax years (Program Evaluation and Management Research, Inc. (PEMRI), Comprehensive 
Evaluation of the Performance of the New York State Economic Development Zones Program, issued 
September 1999, p. viii-5). 
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 The bipartisan Legislative Commission on Expenditure Review (LCER), and 
Program Evaluation and Management Research, Inc. (PEMRI), an independent 
consulting firm hired by the DED to conduct an evaluation of the zones program, 
have also released reports discussing shortcomings of the program.  Along with six 
audits and reviews of the zones program that span the tenure of three separate State 
Comptrollers, these reports contain over 75 recommendations to both the DED and 
the local zones to facilitate the collection of reliable job creation and tax credit data. 

 Recent reviews of zone operations at both the local zone and the State 
oversight levels indicate that an unclear understanding of the responsibilities of 
parties involved in program administration contributes to the limitations on data.  In 
addition, as has been pointed out in previous reviews, protections governing the 
privacy of tax data inhibit the State’s ability to verify employment and tax benefit 
figures that are self-reported by businesses to the empire zones and the DED.   

 The sunset of the legislation enabling the Empire Zones program provides an 
historic opportunity for reform.  This opportunity should be seized to clarify the 
mission of the program, improve administration, define responsibilities, improve 
reporting, and consider other means of strengthening New York’s zones initiative.  
The DED presented an overview of recommended program changes in November 
2003 that recognized the need for improved reporting and the details of its nine-point 
plan were included in the Executive Budget bills.  The State Assembly has offered 
reforms of the program in the past and will present a revised reform agenda this year.  
It, too, recognizes the need for clarification of responsibilities and improved reporting. 

 The Office of the State Comptroller has concentrated on areas where the need 
for improvement was evident through the audits and reviews of local zone 
administration and the DED’s oversight.  Under the Comptroller’s plan, an oversight 
board would be created to monitor and report on the program’s overall effectiveness 
and cost to the State, and to decertify underperforming businesses and zones.  The 
DED would be responsible for compiling Zone Annual Reports (ZARs) for each zone 
and the Business Annual Reports (BARs) and ZARs currently used to collect data 
would be amended to capture additional information needed to determine the 
effectiveness of the program.  Local Zone Administrative Boards and Zone 
Coordinators would be required to formally review the performance of participating 
businesses every two years, and the Departments of Labor and Taxation and Finance 
would be required to verify data given to the DED by participating businesses.   

 The reforms recommended in this report are consistent with the existing law’s 
mandate that the DED develop “an evaluation system, which is capable of compiling 
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and analyzing accurate and consistent information necessary for an assessment of 
whether [the program’s] statutory objectives are being met.”2  It is anticipated that 
these proposals can be combined with reforms offered by the Executive and the State 
Legislature in a way that produces the desired result of a stronger, more competitive 
program that benefits targeted areas of the State and New Yorkers in need. 

                                                 
2  General Municipal Law, Article 18-B, Section 959, (l). 
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II. Comptroller’s Reform Proposals 
 The Empire Zones Program should be a job creation program with an emphasis 
on poorer neighborhoods.  Honestly presented program results should be used to 
market growth opportunities in various zones to businesses outside of New York, 
which might be attracted by the unique advantages of each zone within the State.   

A. Administration 

1. Empire Zone Oversight and Designation Board 

• Rename the Zone Designation Board as the Empire Zone Oversight and 
Designation Board to reflect expanded responsibilities including the 
evaluation of zones and decertification of existing zones and businesses.  

Responsibilities 

 This revised Empire Zone Oversight and Designation Board would: 

• Develop and implement standards of performance for recipients of zone 
benefits.   

• Develop policies and procedures that provide for State and local 
governments to recoup benefits given to businesses that do not meet these 
standards.   

• Be ultimately responsible for the decertification of zones and businesses 
that demonstrate a substantial and persistent failure to meet standards. 

• Rely on DED staff to gather necessary data to evaluate the performance of 
each Zone and the certified businesses it contains.   

• Ensure that when decertification is pursued because of factors beyond the 
control of the zone or business, the reasons for continued certification 
would be documented. 

• Develop a series of steps before decertification that would be clear to all 
Zone administrators and businesses upon certification.  Where appropriate, 
the decertification process would involve the advice and guidance of zone 
administrators. 

 

 



Office of the State Deputy Comptroller for the City of New York 

6 

Membership 

• The Board would consist of four voting members—two appointed by the 
Governor, and one each by the Assembly Speaker and the President of the 
Senate.  The Governor would designate the Board’s chair. 

• To increase the independence of the board, which relies on the DED for 
designation recommendations and backup materials, no one employed by 
the DED or the ESDC, or serving on a board related to either entity, should 
serve on the Board or any of its committees as a voting member.   

• The Budget Director and the Commissioners of Taxation and Finance and 
Labor should all continue to serve on the Board as non-voting members. 

• Including non-voting members, the Board should be structured into two 
committees, one for zone designation and one for zone and business 
evaluation, which would make recommendations to the full board. 

• The Board should seek ways to apply corporate governance and public 
accountability standards to its functions. 

2. Local Zone Administration  

• The Zone Coordinator would continue to be the primary recipient of 
Business Annual Reports (BARs).  However, responsibility for evaluating 
the accuracy of reported data should clearly lie with the DED.  

• Local Zone Administrative Boards and Zone Coordinators would be 
required to formally review participating businesses every two years to 
ensure that they are meeting stated goals. 

• Zone Coordinators would be required to identify, for DED staff and 
ultimately for the Empire Zone Oversight and Designation Board, certified 
businesses with outstanding performance records, as well as those that 
might not be meeting performance standards. 

3. Department of Economic Development 

• DED staff would determine the consistency and accuracy of information 
contained in the BARs, based on guidelines determined by the Empire Zone 
Designation and Oversight Board and in cooperation with the Departments 
of Taxation and Finance and Labor. 

• DED staff would be responsible for training Zone Coordinators and Zone 
Administrative Boards to create uniform reporting standards and methods 
of data collection.  Staff would provide ongoing assessments of the quality 
of information submitted. 
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• DED staff also would be responsible for compiling a Zone Annual Report 
(ZAR) for each zone based on BARs, and would present the Zone 
Administrative Board and Zone Coordinator with zone-specific findings 
contained in the reports. 

B. Reporting 

1. Business Annual Report (BAR) 

• The format of the BARs should be changed to capture more relevant data 
such as: 

o average wage for new jobs; 
o number of targeted employees hired;  
o actual new employment vs. gross employment; 
o number of jobs lost during the reporting period; and  
o actual tax credits claimed in the prior year as well as estimated 

credits for the future year. 
• In order to facilitate the verification of information, businesses would be 

required to sign a waiver as part of the BAR process, which would enable 
the Departments of Taxation and Finance and Labor to share business 
information with the DED.  The waiver would specify conditions under 
which the data would be used, with a guarantee that business specific data 
would not be made public but would only be used to aggregate results of 
investments. 

2. Zone Annual Report (ZAR) 

• The format of the ZARs should be changed to capture more relevant data 
such as: 

o the amount of tax credits given to businesses in the zone in 
aggregate totals and by credit type; 

o the net number of new jobs created; 
o the number of targeted employees hired; 
o the average salary for new jobs; and 
o the total amount of money invested by new businesses. 

3. Annual Report on the Empire Zones Program  

• The DED would produce an annual report on the Empire Zones Program.  
The report would aggregate zone and business-specific data compiled in the 
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ZARs to provide an evaluation of the program as a whole.  Each zone’s 
data would be presented in the context of economic indicators for the 
region in which the zone is located, as well as in a statewide context. 

• Members of the Empire Zone Oversight and Designation Board would be 
required to certify the accuracy of information contained in the annual 
report by signing a statement of authenticity as part of the final report.  

C. Other Changes to Be Considered By the Legislature 

 As the Legislature considers the renewal of the Empire Zones program, the 
recommendations outlined above will be essential to restore confidence in the 
program and to increase accountability.  In addition, the Legislature should consider 
other program changes that have proven beneficial in other states or may serve the 
needs of New York State, as follows: 

• Limit the benefit period to ten years. 
• Revise zone and business certification criteria to consider the 

environmental record of businesses seeking certification and the 
environmental impact of the proposed project or zone boundaries. 

• Consider restrictions on the recertification of businesses that do not meet 
objective measures of fair labor standards and strengthen certification 
requirements in these areas.  (The Department of Labor currently checks 
labor standards of businesses seeking new certification, but ways to 
strengthen this screening also should be considered.) 

• Build in safeguards to prevent offering benefits to companies that may 
displace existing businesses.   

• Consider increased benefits for businesses that offer health insurance to 
their employees.   

• Consider ways in which the zones program could complement the 
brownfields redevelopment legislation enacted last year.  
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III. Evolution of New York State’s Zone Program 
 In the late 1970s and early 1980s, New York and other states began exploring 
programs to provide incentives to businesses as a means of encouraging economic 
development.  Initially, these programs focused on promoting business expansion 
throughout the states, rather than in specific regions and localities. Although some 
localities had their own economic development programs, they were not state-
sponsored. In 1978, Sir Geoffrey Howe, a member of the British House of Commons, 
introduced the concept of “Enterprise Zones.”3 The British model provided tax cuts 
and regulatory relief to promote economic improvement in poor neighborhoods 
through investment incentives. The idea quickly caught the attention of U.S. 
policymakers.  During the early 1980s, the concept of a federal enterprise zone 
program was raised repeatedly in Congress, particularly by New York Congressman 
Jack Kemp (R-Hamburg).  

 In 1982, the New York State Senate Committee on Commerce and Economic 
Development published a special report on enterprise zones that urged the creation of 
a zones program in New York State to foster economic development in targeted 
regions throughout the State. Four years later, in 1986, New York established a zones 
program.  At that time, 37 states and the District of Columbia already had enterprise 
zone programs. By 1988, every state in the country had a zone-based incentive 
program.  In 1993, the federal government established the “empowerment zone 
program,” a national program based on the enterprise zone theory. 

A. New York State’s Economic Development Zone (EDZ) Program 

 In 1986, Governor Mario Cuomo introduced an amendment to the General 
Municipal Law (GML) that authorized the creation of the Economic Development 
Zones (EDZ) program.4  The legislation was passed and the State began designating 
EDZs in 1987.  The program is overseen by the New York State Department of 
Economic Development (DED) and the Empire State Development Corporation 
(ESDC). 

 The legislation allowed for the creation of up to 40 zones over a span of eight 
years.  Today, the number of zones has grown to 72.  In the original legislation, zones 
were to be located in areas characterized by pervasive poverty, high unemployment, 
                                                 
3  The term enterprise zone refers to geographically focused economic development programs that designate 

specific areas for poverty reduction and/or business development through the use of tax abatements and 
other business incentives.  New York State’s empire zones are considered enterprise zones. 

4  General Municipal Laws, Article 18-B, Sections 955-969. 



Office of the State Deputy Comptroller for the City of New York 

10 

and overall economic distress.  Census tracks were eligible for designation as zones 
only if they had: 

• a population of at least 2,000 people; and either  
• a poverty rate of at least 20 percent, or 
• an unemployment rate of at least 125 percent of the State rate. 

 The legislation also stated that zones should correspond to traditional 
neighborhood boundaries, and when possible adhere to natural and/or man-made 
physical boundaries.  Under this legislation, the program was slated to sunset ten 
years after the designation of the first zone. 

 Since its passage in 1986, New York State’s Economic Development Zones 
program (now referred to as the Empire Zones program) has changed significantly. 
Amendments passed in 1990, 1993, 1999, 2000, and 2002 have placed more emphasis 
on business development and less emphasis on poverty reduction.   

 The 1990 legislation, introduced by the Assembly, made technical corrections 
to the 1986 law and expanded zone eligibility beyond the qualifications enacted in 
1986.  The 1990 legislation also increased the size of the zones from one square mile 
to two.  Program eligibility was extended to counties that in the prior two years had: 

• at least a 13 percent poverty rate, or 
• an unemployment rate of at least 125 percent of the State rate; and  
• did not otherwise contain a census tract, town, or village qualifying as a 

zone. 

 In 1993, changes were made to the program that began to shift the focus of the 
EDZ program away from poverty reduction through the creation of entry-level jobs in 
poverty-stricken census tracks and toward broad-based job creation regardless of who 
was hired or where they lived.  Under this legislation, zone boundary requirements 
were modified to permit the inclusion of land that is “nearby or contiguous” to a 
census track that meets zone criteria.  The criteria for zone designation was no longer 
driven solely by high poverty and unemployment rates but could be selected by the 
Commissioner of Economic Development based upon his or her assessment of an 
area’s “potential for business development and job creation.” This change has led to 
the scattershot disbursement of zone benefits, such as in Buffalo, where the zones 
have been spread throughout the city in more than 130 spots, some of which are no 
larger than an individual lot.  Each City Council member in Buffalo was given 10 
acres of Empire Zone designations to be made at his or her discretion. 



 

11 

 The 1993 changes also expanded the poverty requirements for zone eligibility 
to include metropolitan statistical areas that had experienced or were likely to 
experience massive job losses within three years.5  In addition, eligibility also was 
extended to municipalities that had been declared a natural disaster area, or that 
contained a military facility designated for closure or a mental health facility 
designated for closure or downsizing. 

 In 1999, the EDZ program was renamed the Empire Zones program.  
Legislation enacted that year further expanded zone eligibility to municipalities that 
have: 

• an unemployment rate equal to or exceeding the State rate; or 
• a poverty rate of at least 20 percent; or 
• at least 14 percent of households receiving public assistance; or 
• no other empire zone in the county; or 
• are located in a “non-metropolitan area.” 

 In 2000, additional benefits were added to the Zones program.  Businesses that 
are certified as a Qualified Empire Zone Enterprise (QEZE) are now eligible for 
additional sales tax exemptions, real property tax credits, and other credits that are 
tied directly to job creation.  Businesses that receive QEZE benefits must meet annual 
employment tests given by the DED to determine whether their job levels are the 
same, or greater, than the average job levels of the previous five years.  The addition 
of QEZE benefits has allowed businesses to locate or expand in areas that were 
essentially tax free. 

                                                 
5  The new eligibility requirements included four qualifying scenarios: (1) if the unemployment rate of the 

metropolitan statistical area (MSA) exceeds the national rate, and the MSA has experienced or is likely to 
experience within three years the lesser of a loss of 4,000 jobs or a dislocation of workers equal to 0.5 
percent of the area’s workforce, 50 percent of which results from the action of a single employer or 80 
percent of which occurs within a single industry; (2) if the unemployment rate of the MSA is equal to or 
less than the national rate, and the MSA has experienced or is likely to experience within three years the 
lesser of the loss of 8,000 jobs or a dislocation of workers equal to 1 percent of the MSA’s workforce, 50 
percent of which results from the action of a single employer or 80 percent of which occurs within a single 
industry; (3) if the unemployment rate exceeds the national rate, and the labor market area (LMA) has 
experienced or is likely to experience within three years the lesser of a loss of 500 jobs or a dislocation of 
workers equal to 2 percent of the LMA’s workforce; and (4) if the LMA has an unemployment rate equal to 
or less than the national rate, and has experienced or is likely to experience within three years the lesser of a 
loss of 500 jobs or a loss of workers equal to 2 percent of the LMA’s workforce. 
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 Further changes occurred in 2002 when legislation revamped the restrictions 
on noncontiguous areas within zones.  The legislation now mandates that 75 percent 
of a zone must be located in no more than three noncontiguous areas.  However, the 
legislation empowers the Commissioner of the DED to allow more than 25 percent of 
the zone to extend outside the three noncontiguous areas if a project “offers 
significant potential” for economic development and cannot be contained within three 
noncontiguous areas.   

 New York is not unique in its efforts to continue to revise its Zone program.   
Over the past 15 years, many states altered the configuration of their “enterprise zone” 
programs, relaxing their eligibility requirements and shifting the focus away from 
poverty reduction and toward business development.  The following ten states, along 
with New York, have significantly transformed their enterprise zone programs: 
Arkansas, California, Connecticut, Indiana, Kansas, Louisiana, Ohio, South Carolina, 
Texas, and Wisconsin.6  Three states (Arkansas, Kansas, and South Carolina) have 
expanded their enterprise zones from targeted geographic areas to the entire state.  
Four states (Connecticut, New York, Ohio, and Wisconsin) have altered their zone 
criteria for business eligibility and zone designation.  Four states (California, 
Connecticut, Louisiana, and New York) have added noncontiguous land to a zone 
and/or allowed businesses outside of a zone to be eligible for tax credits.  Five states 
(California, Indiana, New York, Texas, and Wisconsin) have increased the size of 
their zones.  Of the eleven states that significantly changed their programs, New York 
is the only state to alter its enterprise zone program in three of the four categories.7 

B. Current Reform Proposals 

 The Empire Zones program is scheduled to expire on July 31, 2004 and is 
subject to renewal by the State Legislature.  As a result, numerous proposals have 
been introduced to reauthorize and amend the program.  Some of these proposals seek 
to expand the program throughout the State while others attempt to refocus the 
program on economically distressed communities.  

 On January 20, 2004, proposals to modify the Empire Zones program were 
introduced as part of the 2004 Executive Budget.  Issued in conjunction with the 
ESDC, this nine-point plan would extend the program from 2004 to 2009; reduce the 
benefit period for participating businesses from 14 to 10 years; prorate QEZE benefits 
to the number of jobs created (the number of new jobs created would be considered as 
                                                 
6  Talanker, Alyssa, et al. Straying From Good Intentions: How States are Weakening Enterprise Zones and 

Tax Increment Financing Programs.  Good Jobs First. 2003. 
7  See Appendix B for a comparison of zones programs in various states. 
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a percentage of 100 as opposed to the number of jobs a business had in the period 
before certification); require local zone officials to develop a zone development plan 
to be used as a basis of comparison with actual results; create 4-square mile “super” 
zone boundaries; and empower the Commissioner of the DED to designate 1-square 
mile of flexible zoning throughout the state.  In addition, the plan contains provisions 
to “improve program oversight, evaluation and reporting.” 

 The Assembly Majority introduced a reform package in 2003 that would create 
an Empire Zone Control Board to replace the existing Empire Zone Designation 
Board.  The new control board would have the authority to designate Empire Zones 
and approve boundary amendments and all new rules and regulations.  In addition, it 
would have the ability to terminate individual zones and would be charged with 
assessing performance for all Empire Zones across the State.  The proposal calls for 
the commissioners of Economic Development, Labor and Taxation and Finance, in 
conjunction with the Director of the Budget, to revise current rules and regulations 
governing the Empire Zones program in order to strengthen the program’s original 
intention of reducing poverty and to eliminate abuse of the program.  Additionally, 
both new and existing zones would be limited to three contiguous areas, thereby 
requiring existing zones to be reconfigured.  Eligible businesses that are located 
outside of zones after reconfiguration would continue to receive benefits until their 
14-year benefit period expired. 

 The Senate Majority has introduced a broader economic development proposal 
based on the findings of the Senate NextGen Task Force in which Empire Zones are 
one of many components addressed.  The task force focused most of its proposals on 
high-technology development and would modify the Empire Zones program to allow 
municipalities to provide full tax benefits to high-technology or biotechnology 
manufacturers moving into the municipality.  Zone designation requirements would 
be reconfigured to allow for such change, either through the reduction of allocated 
noncontiguous areas or through automatic benefit allocation for eligible projects, 
regardless of an area’s economic condition.  
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IV. Empire Zones Reporting Requirements 
 Under the current reporting structure, the responsibility to monitor and 
evaluate the Empire Zones program is divided between the DED and the local Zone 
Administrative Boards (ZABs).  The Commissioner of the DED is charged with 
developing and implementing “an evaluation system, which is capable of compiling 
and analyzing accurate and consistent information necessary for an assessment of 
whether [the program’s] statutory objectives are being met.”8 Each ZAB is 
responsible for collecting and analyzing data from participating businesses in the form 
of a Business Annual Report and releasing it in a Zone Annual Report to the 
Governor, Legislature, Comptroller, and DED Commissioner.  Current legislation 
specifies what information should be contained within these reports, including: 

• the number of jobs created; 
• the number of jobs retained; 
• the amount of State capital leveraged with public funds; 
• the number of businesses expanded or retained and new businesses created; 
• the amount of real property tax that would have been paid in the aggregate 

by participating businesses if their property were fully taxable; 
• the amount of tax actually paid in the aggregate by participating businesses; 
• the total dollar value of tax credits given to participating businesses for 

each credit available under the program; and 
• the total amount of reductions in utility costs of non-retail businesses in the 

zone. 

 While some ZABs produce reports that include some if not all of the 
information required by the General Municipal Law (GML), most zones do not.  The 
forms that are provided to the ZABs by the DED to collect data from participating 
businesses and to issue the annual reports do not ask for most of the information 
required by the GML.9  In addition, ZARs are not compiled in a uniform manner, 
preventing their use to determine the overall effectiveness of the program and to make 
zone-to-zone comparisons. 

 Participating businesses are required to submit a Business Annual Report to 
local zone officials by May 15.  The BAR contains self-reported information such as 
the total number of workers employed on an annual basis, the gross payroll, capital 
investments undertaken in the past calendar year, and an estimated amount of credits 
                                                 
8  General Municipal Law, Article 18-B, Section 959, (l). 
9  See Appendix C for copies of the 2002 Business Annual Report and Zone Annual Report forms. 
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to be claimed in the forthcoming tax year (including QEZE, real property, investment, 
and wage tax credits). A responsible officer of the business is required to certify the 
accuracy of the report.  If a business fails to submit a BAR, it can be decertified from 
the program according to the GML.  Businesses do not currently suffer penalties for 
submitting incomplete or inaccurate information on their BARs.   

 Zone officials compile all of the BARs that are submitted by businesses in the 
zone into a ZAR.  This report is intended to show the effectiveness of the zone over 
the past year.  A compilation of each of New York’s 72 ZARs should show the 
overall impact of the Empire Zones program on the State’s revenues and economy.  
While the DED collects the reports, they are primarily used to determine how the 
administrative funds for the zones will be distributed, and not to evaluate the 
program.10  Under the GML, the DED can withhold administrative funding from the 
ZABs for failing to issue a ZAR.  There are no penalties to boards that fail to include 
mandated information in their annual reports.   

 No annual report is issued by the DED, the ESDC, or the zones that provides a 
cost-benefit analysis, evaluates the overall program, or places zone activities in the 
context of the State’s economic condition.   

                                                 
10  Office of the State Comptroller, Department of Economic Development: Administration of the Empire 

Zones Program, 2003-S-41, issued April 2004, p. 28. [Hereafter cited as 2003-S-41]. 
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V. Empire Zones Program Benefits 
 Today, the Empire Zones program offers a variety of tax benefits and 
incentives for businesses that are located and/or expanding in the zones. Both new and 
existing businesses can receive a range of benefits upon certification by the 
Commissioner of Economic Development, the local empire zone coordinator and the 
Departments of Labor and Taxation and Finance. Zone benefits include: 

• credits or refunds against business and personal income taxes, and sales and 
use taxes;  

• real property tax abatements; and 
• utility rate reductions. 

 In addition, QEZE-designated businesses that create new full-time jobs are 
entitled to additional sales tax exemptions and real property and business tax credits 
that allow them to operate virtually tax free. 

 The Department of Taxation and Finance and the Division of the Budget have 
estimated that the Empire Zones program will cost the State $291 million in foregone 
revenues in 2004.11  This estimate includes reductions in personal income, business, 
sales, and use taxes, but does not include the value of local property tax abatements, 
local sales and use tax reductions, or utility rate reductions, which account for a 
substantial portion of the credits granted to businesses.  A 1999 study of the program 
estimated that the program cost the State a total of $157.8 million between 1993 and 
1995.  This figure includes foregone State and local income, sales, and property taxes, 
public funds provided to certified businesses, administrative costs, and utility rate 
reductions.12  In 1995, the program consisted of 40 zones and 1,975 businesses.  
Today, the program has expanded to include 72 zones and 8,600 businesses, 
increasing its potential cost to the State.  The addition of QEZE benefits in 2000 
greatly expanded the amount of tax credits claimed by businesses.   

 While most incentives provided by the program are employment-driven and 
are only granted to participating businesses upon the creation of new jobs, other 
incentives including local property tax abatements, sales tax credits, and utility rate 
reductions are granted to all participating businesses located within a zone.  During 
the 1993-1995 tax years these credits, including State sales tax revenues lost as a 
                                                 
11  2003-S-41, p. 4. 
12  Program Evaluation and Management Research, Inc., Comprehensive Evaluation of the 

Performance of the New York State Economic Development Zones Program, issued September 
1999, p. viii-5. [Hereafter cited as PEMRI.] 
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result of utility rate reductions, accounted for 66 percent of the credits claimed by 
businesses as part of the Empire Zones program.13  

A. Investment Tax and Employment Incentive Credits and Refunds 

 The empire zone investment tax credit can be claimed against a business or 
personal income tax by certified taxpayers who make investments on qualified 
property (such as buildings, facilities, and equipment) located in a zone and purchased 
during the period of time when the business was designated in a zone. The use of 
qualified property is limited principally to the production of goods, research and 
development, industrial waste treatment or air pollution control, and/or investment-
related services. The credit is computed by multiplying the cost of the qualified 
property by 10 percent for corporations or 8 percent for individuals and 
unincorporated businesses.  

 The empire zone employment incentive credit has been available since 1986 
for businesses and since 1997 for individuals. The credit is allowed for each of the 
three taxable years immediately following the year an empire zone investment tax 
credit was granted. A business is eligible for an employment incentive credit when the 
number of people it employs is at least 101 percent of the average number of 
employees it had in the year preceding the acceptance of an investment tax credit. The 
credit each year is equal to 30 percent of the allowable empire zone investment tax 
credit. 

 Any amount of investment tax or employment incentive credit not used in a 
given year may be carried forward and deducted from a taxpayer’s future tax burden. 
However, a new business can elect to receive up to 50 percent of the unused 
investment tax or incentive credit as a refund and carry forward the rest.  

B. Empire Zone Wage Tax Credit and Refunds 

 The empire zone wage tax credit is offered to qualified businesses that increase 
employment. Credits under the program are allowed for up to five years, provided that 
the business maintains or increases its employment level. A tax credit is awarded in 
each year a firm’s total employment in the State and the zone exceeds its average 
number of employees Statewide and in the zone during the four years immediately 
prior to the first year the credit is claimed. A tax credit of $3,000 is granted for each 
newly hired targeted full-time employee receiving wages of at least 135 percent of the 
                                                 
13  PEMRI, p. viii-5. 
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minimum wage for at least half of the year. Targeted employees are those who were 
eligible for benefits under the Work Opportunity Tax Credit or Jobs Training 
Partnership Act prior to employment; who receive public assistance; or who have 
income or family income below the poverty level.  An additional credit of up to 
$1,500 is awarded for all other new full-time employees who received wages for at 
least half of the year. Any amount of the wage tax credit not used in any year may be 
carried forward. However, taxpayers who start a new business are entitled to a refund 
of up to 50 percent of the unused wage tax credit. 

C. Empire Zone Capital Tax Credit 

 The empire zone capital tax credit is 25 percent of the sum of investments to 
qualified empire zone corporations, investments to certified zone businesses with 250 
or fewer employees, and contributions of money to community development projects 
in an empire zone. Tax credits claimed under this program are limited to $300,000 for 
all years, with each investment or contribution limited to $100,000. 

D. Sales Tax Credit or Refund within an Empire Zone 

 Materials purchased for use in constructing, expanding, or rehabilitating 
qualified industrial or commercial real property located within an empire zone may be 
eligible for a credit or refund on the State sales tax. Additionally, localities (excluding 
New York City) have the authority to provide similar credits on the local portion of 
the sales tax. To qualify, rehabilitation projects must restore real property to an 
acceptable and safe condition for habitation, as required by the relevant building 
codes and regulations. Tax credits available for renovation projects are not extended 
to general maintenance or minor repairs. Real property used for residence or 
exclusively for retail sale (i.e., a shopping mall), does not qualify for the credit or 
refund.  

E. Real Property Tax Abatement 

 Increases in the value of real property resulting from construction or 
improvement to property located in an empire zone are eligible for abatement on real 
property taxes for a period of up to ten years. The abatement can be claimed against 
100 percent of the increase in real property taxes for the first seven years, declining to 
75 percent for the eighth year, 50 percent for the ninth year, and 25 percent for the 
tenth year. An abatement application must be made with the local tax assessor within 
one year after construction or improvement is completed and a certificate of 
occupancy is granted. 
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F. Qualified Empire Zone Enterprise (QEZE) Sales Tax Exemptions 

 Exemptions on State sales and use taxes are available to a QEZE on the 
purchase of goods and services. Some localities may also offer local sales tax 
exemptions. Upon certification by the Commissioner of Taxation and Finance, 
exemptions are available for ten years. To qualify for the exemption, goods or 
services (including utility services) must be directly and predominantly used or 
consumed by the QEZE in an empire zone. Purchases not eligible for benefits include 
taxes related to the sale of food or drink, hotel occupancy, and charges for 
amusement.  

G. QEZE Credit for Real Property Taxes 

 QEZEs are allowed a credit against their business or personal income tax equal 
to a percentage of real property taxes paid for the property in the zone. The credit is 
available each year the employment test is met for up to 14 years. The credit is 
determined by the percent increase in employment compared with the period prior to 
applying for the tax credit. Benefits are limited to 100 percent of the property tax for 
the first ten years, then declining to 80 percent in the 11th year, 60 percent in the 12th 
year, 40 percent in the 13th year, and 20 percent in the final year. 

H. QEZE Tax Reduction Credit 

 Similar to the credit for real property taxes, a QEZE is allowed a credit that is 
equal to a percentage of its business or personal income tax based on increasing 
employment. The credit is available each year when the employment test is met, for 
up to 14 years. The percent changes in employment and percent limits on tax benefits 
for this program are the same as for the real property tax credit. A zone allocation 
factor, which is determined by the percentage of the business’s economic presence in 
the empire zone, is used to determine the amount of benefits. The zone allocation is 
determined by assessing the average of the business’s real and personal property in 
the empire zone divided by the total within the State, and the wages paid in the empire 
zone divided by the total within the State. 
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VI. Past Performance Evaluations and Reviews 
 Since 1990, the Office of the State Comptroller (OSC) has conducted six 
separate reviews of the Empire Zones program.  These reviews have spanned three 
different comptrollers and two executive administrations.  The program was also 
audited by the bipartisan Legislative Commission on Expenditure Review (LCER) in 
1990 and evaluated by the independent consulting firm Program Evaluation and 
Management Research, Inc. (PEMRI) in 1999.  The reports looked at various aspects 
of the program including the cost benefit of the program to the State and whether the 
program was being evaluated effectively at the State and local levels.  Each of these 
reports cited shortcomings in the oversight of the program, particularly in the State’s 
inability to calculate the cost of the program or effectively determine the number of 
jobs it created.14 

 A 1990 audit of the program conducted by the OSC sought to assess the 
reliability of data gathered by businesses.  The audit, which reviewed operations from 
July 1, 1987 through March 31, 1990, found that the Zones program was poorly 
managed by the DED, that the data necessary to evaluate the program’s effectiveness 
was lacking, and that the available data was not reliable, in large part because it was 
not verified by the DED.   Many of the applications and Business Annual Reports 
(BARs) submitted by businesses had significant errors or were incomplete, making a 
comprehensive evaluation of the program impossible. 

 The audit recommended that that DED coordinate with the Department of 
Taxation and Finance to gain access to the necessary tax return information to 
monitor and evaluate the program.  In addition, the audit recommended that if 
necessary, the DED should seek legislation to amend the tax law to allow the 
Department of Taxation and Finance to provide this information for the purpose of 
program monitoring.  This recommendation was made again in reports released by the 
State Comptroller in 1996, 1998, and 2004, and was suggested by PEMRI in its 1999 
evaluation of the Empire Zones program.  The DED noted that privacy regulations 
regarding tax information have limited its ability to access necessary information.  
Reforms proposed by the Comptroller would enable the DED to overcome this 
obstacle in a way that incorporates safeguards to protect the privacy of business tax 
information. 

                                                 
14  See Appendix D for a summary of the major recommendations made in each report. 
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 The 1990 audit also recommended that the DED create an evaluation system to 
monitor the effectiveness of the program, direct local zone officials to review 
applications and BARs for errors, and independently verify all information submitted 
on BARs.   

 Also in 1990, a bipartisan legislative commission released a mandated review 
of the program that focused on the first ten zones designated in 1987.  The report was 
issued by the LCER and addressed the State administration of the zone program, 
implementation of the DED’s responsibilities, the effectiveness of State tax 
incentives, and the development of human resource programs within the zones.  Zone 
administrators reported an improvement in the economic condition of their zones and 
surrounding areas and cited the zones for overcoming “a lack of vacant space, high 
crime rates, huge infrastructure costs and poor community images to certify 490 
businesses.”15  However, the report also noted discrepancies in the numbers of new 
jobs reported by businesses, which was caused in part by the failure of businesses to 
account for job losses, the use of different databases by individual zones, and 
inadequate and inaccurate information.  The LCER concluded that documenting a 
relationship between the zones program and business development within the zones 
was not possible.16 

 The LCER report reviewed a sample of businesses and found that while they 
collectively reported creating 1,065 new jobs, a verification of these figures with the 
Department of Labor found a net increase of only 199 jobs (18 percent of the total 
claimed).  The report also cited administrative problems within the program, 
including “missing reports, inconsistent and unverifiable information, and [a] lack of 
evaluative data.”  The report stated that “job creation figures failed to account for job 
loss, had not been verified, and contained high error rates and missing information.”17 

 The LCER recommended that that DED assess the cost benefit and 
effectiveness of incentives offered in the program and monitor zones to ensure that 
the goals of the program would be met.  The report also recommended that the 
Department of Taxation and Finance verify the information related to tax benefits 
provided by certified businesses to guarantee reliability.   

 The Office of the State Comptroller reviewed the zones program again in 1996.  
The audit covered the DED’s administration of the program from its inception 

                                                 
15  The Legislative Commission on Expenditure Review, State Administration of the Economic 

Development Zone Program, issued November 1990, p. S-1. [Hereafter cited as LCER.] 
16  Ibid, p. S-1. 
17  Ibid, p. S-8. 
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through June 30, 1995, and focused on two primary questions: how actions taken by 
the DED enabled the program to accomplish its objectives, and the cost benefit of the 
program to the State.  The audit found that despite a legislative mandate passed in 
1993 to hire an independent consultant to evaluate the program and calculate its cost 
to the State in foregone revenues, the DED had not taken actions to determine 
whether the program was effective and had failed to collect data related to the value 
of the credits granted under this program.  The audit again recommended that the 
DED create a methodology for evaluating the effectiveness of the zones program; 
implement a system for conducting a cost-benefit analysis of the program; ensure that 
the annual reports submitted by the zones were complete and accurate; and seek 
legislative authorization to obtain relevant employment and tax information from the 
Departments of Labor and Taxation and Finance (a recommendation that was 
previously made in the Comptroller’s 1990 audit and the LCER report).  The audit 
also noted that the limited information the DED did collect was “often incomplete and 
unreliable.”18  In response to the audit, DED officials stated that they felt they had met 
the program’s primary statutory objective, to establish local Zone Administrative 
Boards and provide assistance to local businesses.  They stated that “measurement 
and determining cost effectiveness” were secondary objectives.19 

 The 1996 audit also found discrepancies between the number of new jobs 
reported by the DED and the number of jobs verified by the zones.  The DED 
reported that four zones created a total of 13,655 new jobs in 1993.  However, when 
auditors confirmed these figures with the local zone administrators, only 766 new jobs 
(5 percent of the DED’s total) could be verified.20 

 In response to the audit the Commissioner of the Empire State Development 
Corporation wrote to the State Comptroller stating, “I share most of the concerns you 
raised in the audit about the lack of oversight” in the program.  He explained that “the 
audit cites the 1993 annual reports for four zones as having “created” thousands of 
new jobs. Admittedly, the four zones incorrectly reported the total number of 
employees working in certified zone businesses rather than the new jobs created that 
year.  Apparently, the representatives of the four zones misunderstood the form.”21  
ESDC stated that since 1995, when the executive administration of the State changed, 
it had worked to “strengthen the accountability of each zone and each certified 

                                                 
18  Office of the New York State Comptroller, Department of Economic Development: Economic Development 

Zone Program (Report 95-S-78), issued May 1996, p. ii. [Hereafter cited as 95-S-78.] 
19  Ibid, pg. ii. 
20  Ibid, p. 11. 
21  Charles Gargano, letter to H. Carl McCall, August 21, 1996. 
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business by requiring more accurate and timely reporting of information [and] 
improved coordination among state agencies to better enforce the program.”22  

 A follow-up to the 1996 audit was conducted by the State Comptroller in 1998 
to determine whether the recommendations of the 1996 audit had been implemented.  
A number of them were in place, such as the institution of semiannual statewide 
coordinators meetings.  However, the follow-up audit concluded that the DED had yet 
to seek legislative authorization to obtain data from the Departments of Labor and 
Taxation and Finance, which would allow it to better assess the costs and benefits of 
the program, and that the DED had not implemented a system to ensure that annual 
reports were complete and accurate.23 

 Legislation passed in 1993 required the DED to commission an independent 
review of the zones program to evaluate the program’s performance and cost benefit 
to the State.  Despite a legislative mandate to complete the study by December 31, 
1995, a final contract was not signed between the DED and PEMRI, the company 
hired to conduct the review, until January 10, 1997.24  The final report was issued in 
September 1999, almost four years after the original deadline. 

 PEMRI’s review evaluated the overall impact of the zones program and 
whether statutory objectives and criteria were being fulfilled.  The report focused on 
the program between 1988 and 1995 and remains the most detailed evaluation of the 
program since its creation in 1986. 

 PEMRI reported that the DED did not evaluate the program on a continuing 
basis and that there were data limitations on the information needed to evaluate the 
program.  This limited the DED’s ability to effectively oversee and monitor the 
program.  The report recommended that applications and reports be revised to collect 
consistent and standardized data.  It also concurred with previous OSC audits and 
recommended that the DED improve coordination with the Departments of Labor and 
Taxation and Finance to improve the exchange of data needed to evaluate the 
program.   

 While PEMRI cited the program as a major impetus for job creation in the 
State, it noted that most zones remained economically distressed and that only a small 

                                                 
22  Ibid. 

23  Office of the State Comptroller, “Report 97-F-37,” issued February 1998, p. 8. 
24  The DED successfully sought an amendment to the 1993 legislation that called for this review and moved 

the deadline back to December 31, 1996. 
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number of zone residents and targeted workers had obtained jobs with zone 
businesses.  The PEMRI report also evaluated the economic condition of selected 
zones and found that eight Empire Zones did not perform better than comparable 
areas in the State that did not have zones.25 

 PEMRI conducted a cost-benefit analysis of the program for the 1993-1995 
period.  Using employment figures from the Department of Labor, which indicate a 
net increase of 4,041 jobs over the three-year period, PEMRI concluded that the net 
benefit of the program to the State was negative $30.5 million.26 This estimate 
included the increase in disposable income, savings in public transfer payments, and 
gains in tax revenues as a result of direct and indirect net job growth minus foregone 
State and local taxes, State and local funds provided to certified businesses, and 
program administrative costs.  PEMRI concluded that “when compared to the cost per 
job for a few other states’ comparable zones program, New York’s appears more 
costly than most.”27  Each new job at a certified firm cost the State between $14,648 
and $16,807 annually.28 

 A similar cost benefit analysis of the zones program would be difficult to 
compile now given the lack of reliable job growth and tax credit data.  In addition, 
information collected by the Departments of Taxation and Finance and Labor often 
experience a lag of one to three years.  If the DED were to coordinate with the 
departments to verify information reported by participating businesses and to collect 
reliable and comprehensive data, a calculation of the program’s cost benefit to the 
State and participating localities would be possible. 

 In 2004, the OSC completed a series of reviews of the Empire Zones program.  
Individual reports were issued on three New York City zones, eight zones outside of 
the City, and the DED’s administration of the overall program.  Many of the 
recommendations made in these reports were the same as those made in previous 
audits and studies.  Some of these recommendations included: pursuing agreements 
with the Departments of Labor and Taxation and Finance to obtain information 
necessary to verify the accuracy of data reported by businesses; ensuring that the data 
necessary to determine the program’s costs and benefits be collected; and acting in a 
timely manner to decertify any business failing to submit a Business Annual Report or 
identified as having recurrent performance shortfalls.  The reviews also found many 
performance shortfalls for businesses in the program. 

                                                 
25  PEMRI, p. iii. 
26 Ibid, p. viii-11. 
27  Ibid, p. viii-13. 
28 Ibid, p. viii-5. 
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 In a review of 116 businesses, 53 percent submitted BARs that were 
incomplete or wrong.29  A review of 52 Zone Annual Reports found that only 2 of the 
52 reports sampled matched data that were reported on the zone’s BARs, which are 
used to compile the ZARs.  Differences ranged from reporting 11,113 more jobs on a 
ZAR than were recorded on the BARs, to 26,575 more jobs reported on a BAR than 
were contained in a ZAR.30 A review of 13 BARs filed by New York City businesses 
found that they all had discrepancies when compared to their tax returns. 31 

                                                 
29  2003-S-41, p. 22. 
30  Ibid, p. 27. 
31  Ibid, p. 19. 
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VII. Empire Zones Program Reforms 
 In order to determine the cost of the Empire Zones program, the program’s 
impact on the State and regional economies, and whether the program is fulfilling its 
mission, accurate data must be collected and available for public review.  To 
accomplish this, the Comptroller is proposing a series of reforms aimed at delineating 
responsibilities, clarifying reporting requirements, and establishing standards for the 
continuation of benefits that emphasize a reasonable return on investments.  The 
Comptroller’s reforms also seek to refocus the zones program on its core mission—to 
create jobs and stimulate private investment to alleviate problems in impoverished 
areas of the State.32  Under the Comptroller’s plan: 

• The Empire Zone Oversight and Designation Board (EZODB) would be 
created to monitor and report on the program’s overall effectiveness and 
cost to the State, and decertify underperforming businesses and zones. 

• Corporate governance principles would be applied to the EZODB. 
• The DED would be responsible for compiling Zone Annual Reports for 

each zone. 
• The BARs and ZARs currently used by the DED and the local zones to 

collect data would be amended to capture additional information needed to 
determine the effectiveness of the program and its cost to the State. 

• Local Zone Administrative Boards and Zone Coordinators would be 
required to formally review participating businesses every two years to 
ensure that they are meeting stated goals. 

• The Departments of Labor and Taxation and Finance would be required to 
verify data given to the DED by participating businesses.  The sharing of 
information would be facilitated by requiring businesses to sign a waiver 
allowing for review of their tax returns.  Safeguards would be built into the 
waiver to prevent the use of business-specific data or otherwise 
inappropriate uses. 

 The Empire Zones program is unique among New York State’s economic 
development programs in that it targets public resources for use in economically 
                                                 
32  This goal is reflected in the GML’s Statement of Legislative Findings and Declaration, which states, “It is 

hereby found and declared that there exist within the state certain areas characterized by persistent and 
pervasive poverty, high unemployment, limited new job creation, a dependence on public assistance 
income, dilapidated and abandoned industrial and commercial facilities, and shrinking tax base.  These 
severe conditions require state government to target for these areas extraordinary economic and human 
resource development programs in order to stimulate private investment, private business development and 
job creation.” 
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distressed communities.  Concentrating on improving the economies of these 
communities and providing residents with employment and job training is an essential 
element to enacting long-term improvements to the State economy.  As the program 
has increased from 10 zones that are each 1 square mile in size to 72 zones that are 
each 2 square miles and as zone designation requirements have been expanded, this 
focus has been lost. 

 In August 2003, Good Jobs First, a Washington, D.C.-based public policy 
organization, issued a report that analyzed enterprise zone programs throughout the 
country to determine whether these programs were maintaining their focus on 
redeveloping blighted and economically distressed communities.  The report criticized 
New York’s zones program for designating zones “in areas with low unemployment 
rates” and for “losing its ability to provide targeted economic relief to distressed 
areas.”33  

 Under the current Executive Budget proposal to amend the Empire Zones 
program, the focus on blighted communities would be further weakened.  Under the 
proposal, local administrators would be required to create “super” boundaries 4 square 
miles in size, in which Empire Zone designations could be made.  While the proposal 
states that this would “promote neighborhood-wide revitalization,” it would dilute the 
effectiveness of the program in combating pervasive poverty in economically 
distressed communities, and would encourage zones to be designated in areas that are 
attractive to developers rather than in areas where designation is needed to entice 
development. 

 In addition, the Executive Budget Empire Zones Proposal would create “an 
annual one square mile pool of zone acreage,” subject to the designation of the 
Chairman of the ESDC, to support projects that could create at least 300 jobs (100 
jobs within an economically distressed community).  This proposal would allow the 
designation of zones to be driven by business potential rather than a need for jobs due 
to poverty and unemployment.  The State already has a number of successful 
economic development programs that can be used to entice developers to build in 
New York State.  What makes the Empire Zones program unique is that it is meant to 
encourage development in targeted geographic communities with severe economic 
problems.  Spreading the zones program benefits to areas throughout the State 
regardless of economic hardship would force existing zone communities to compete 
with more attractive real estate.  Providing developers with the possibility of receiving 
lucrative program benefits outside of a zone would discourage them from investing 
                                                 
33  Good Jobs First, The Policy Shift to Good Jobs, issued August 2003, p. 31. 
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inside of existing zones. This proposal is antithetical to the initial purpose of the 
Empire Zones program and essentially brings the zones to companies rather than 
attracting businesses to the zones. 

 While the program provides businesses with a $3,000 wage tax credit for each 
“targeted” employee hired at a salary above 135 percent of the minimum wage, the 
DED and the local zones do not track the number of zone residents hired or the 
amount of wage tax credits claimed by participating businesses.34  During the course 
of its review, PEMRI asked Zone Coordinators to estimate the number of zone 
residents who found full-time employment with certified businesses in the zone.  The 
report noted that “a majority of the Coordinators could not answer this question.  This 
type of information is not readily available to the Coordinators, and thus not to EDZ 
central staff or the State Legislature.”35  Detailed tracking of the number of targeted 
employees hired would help refocus the program on its original intent. 

 In reforming the program, more emphasis must be placed on tracking benefits 
for “targeted” employees.  Zones with a high success rate should be recognized and 
the methods used to encourage employment of local people in need should be 
analyzed.  Best practices can be highlighted in the annual report on performance of 
the Empire Zones program to be compiled by the DED. 

A. Empire Zone Oversight and Designation Board 

 To strengthen the Empire Zones program, lessen the administrative burden on 
local ZABs and Zone Coordinators, and implement a system to effectively monitor 
the program, the Comptroller recommends that the Empire Zone Designation Board, 
which currently designates new zones and approves changes to existing zone 
boundaries, be reconfigured into the Empire Zone Oversight and Designation Board 
(EZODB).  In its current configuration, the board consists of seven voting members: 
the Commissioner of Taxation and Finance, the Commissioner of Labor, the Director 
of the Division of the Budget, two designees of the Governor, a designee of the 
Senate Majority Leader, a designee of the Assembly Speaker, and two non-voting 
members, one from the Senate Minority and one from the Assembly Minority.  The 
Governor designates the chairman from among the voting members of board.   

 Under the Comptroller’s proposal, in addition to its current responsibilities, the 
board would be responsible for issuing an annual report detailing the performance of 
each zone in the program and the overall effectiveness of the zones program.  The 
                                                 
34  The $3,000 credit is $1,500 higher than the wage tax credit granted to businesses for any new employee. 
35  PEMRI, p. v-12. 
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board also would be charged with decertifying zones and businesses that do not meet 
existing reporting requirements or are repeatedly found to be underperforming.   The 
board’s responsibilities would be split between two committees, the Zone Oversight 
and Decertification Committee and the Zone Designation Committee.  The chair of 
the board would determine the membership of each committee, including both voting 
and non-voting members.  All committee recommendations would be brought to the 
full board for a vote. 

 Membership of the EZODB would be decreased to four voting members.  The 
Commissioners of Taxation and Finance and Labor, as well as the Director of Budget, 
would become ex officio members of the board while the remaining four members 
would retain their voting rights.  To increase the independence of the board, which 
would rely on the DED for designation recommendations and backup materials, no 
one employed by the DED or the ESDC or serving on a board related to either entity 
would serve on the EZODB or any of its committees as a voting member.  All board 
proceedings should be subject to the New York State Public Meeting Laws, and all 
zone designation and decertification processes and boundary changes should include 
public comment periods. 

1. Zone and Business Decertification 

 The business decertification process is currently assigned to the local Zone 
Administrative Boards (ZABs), which consist of at least six members, including 
representatives from a community organization, a local business, organized labor, an 
educational institution, a financial institution, and a community resident.  Zone board 
members do not receive any compensation for their positions and are nominated by 
the municipality or county in which the zone is located.  The General Municipal Law 
(GML) instructs the ZABs to decertify businesses for a variety of reasons, including 
failure to submit a BAR and underperformance.  However, DED decertification 
reason codes, which must be cited by ZABs when decertifying a business, do not 
include a code to decertify businesses for underperformance (existing codes include 
out-of-business, moved out of zone, no BAR, and others).  According to DED 
officials, no business has ever been decertified for underperformance.36  

 A survey of 103 businesses by OSC in 2004 found that 27 businesses 
(26 percent) did not submit a BAR in 2002, yet only two were decertified by local 
ZABs.  Another review conducted by OSC in 2004 found that 333 of 473 businesses 
surveyed (66 percent) did not meet projected job goals as reported on their BARs, yet 
                                                 
36  2003-S-41, p. 25. 
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none were decertified.  While businesses that do not achieve job creation and 
investment goals because of conditions beyond their control should not be penalized, 
discretion must be exercised to differentiate between performance shortfalls caused by 
economic hardships and unrealistic projections made to achieve certification and its 
ensuing advantages such as property and sales tax abatements and reduced utility 
costs. 

 Past reviews of the program have found that ZABs are often reluctant to 
decertify businesses, despite their authority to decertify for failing to submit a BAR or 
achieve employment goals.  This reluctance may be caused in part by the DED’s use 
of the number of certified businesses in a zone as a criterion to determine whether a 
zone is successful.  Local zone officials also have stated that they did not realize they 
had the authority to decertify a business.  Others have stated that they would not 
recommend a business for decertification for failing to submit a BAR or for missing 
job creation goals. 

 To ensure that the program is effectively run and that participating businesses 
meet their statutory reporting requirements and performance goals, the EZODB 
should be charged with decertifying businesses and zones.  Decertification should be 
considered when: 

• a business fails to submit a BAR or omits essential information such as the 
number of tax credits claimed in a previous year or the number of new jobs 
created; 

• a business knowingly submits a BAR with inaccurate information, 
including but not limited to actual job creation figures and tax credits 
claimed; 

• a business receives tax benefits without creating any new jobs or making a 
capital investment within the zone;  

• a business and/or zone repeatedly misses job creation, investment, and/or 
other performance goals; and when 

• a ZAB repeatedly fails to collect all BARs within its zone and transmit 
them to the DED in a timely manner. 

 The local ZABs would serve an advisory role to the EZODB regarding 
business decertification decisions.  The existing appeals process for business and zone 
decertification should be amended to reflect the shift in responsibility from the local 
zone boards to the EZODB. 
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B. Enhanced Reporting Requirements 

 Under the Comptroller’s proposal, the DED would assume the responsibility 
for compiling ZARs for each zone that would include all of the information currently 
required by the GML.37  Copies of the reports would be forwarded to the Governor, 
Legislature, Comptroller, and the corresponding zones in the form of a comprehensive 
annual report certified by the EZODB on or before June 1.  This annual report would 
be required to contain all of the information currently required for inclusion in the 
ZARs.  Information on each zone should be presented in a separate chapter and be 
presented in the context of economic indicators for the region in which the zone is 
located. The report would be distributed to the Governor, Legislature, Comptroller, 
the ZABs, and EZODB board members by September 1. 

 The proposal included in the Executive Budget provides for Zone 
Administrative Boards to prepare a local development plan to promote neighborhood-
wide revitalization.  Development of a local plan would provide direction with regard 
to DED decisions affecting each zone and would serve as a benchmark against which 
to measure each zone’s progress.  This proposal could complement other structural 
and reporting reforms proposed by the Comptroller.  For example, the annual report 
could highlight consistencies among local plans of the zone and could present annual 
zone data in the context of the local plan. 

 Giving the DED this responsibility for compiling an annual report would 
enable the ZABs and local Zone Coordinators to focus on their primary functions—
marketing the zone for investment, promoting business expansion and job creation, 
and providing direct assistance to participating businesses.  As part of its review of 
the zones program, PEMRI conducted a survey of Zone Coordinators to determine 
how they spent their time and on which activities they focused.  Coordinators 
indicated that they viewed the marketing of their zones and providing businesses with 
information as their most important tasks (more than two thirds ranked these activities 
as either their first or second) while serving as an “ombudsman” for local businesses 
was ranked third in order of importance.38 However, coordinators estimated that they 
spent 20 percent of their time assisting businesses, 16 percent marketing the zone, and 
12 percent recruiting new businesses.  By comparison, approximately 22 percent of 
                                                 
37  This includes the number of jobs created; the number of jobs retained; the amount of state capital leveraged 

with public funds; the number of businesses expanded or retained and new businesses created; the amount 
of real property tax that would have been paid in the aggregate by participating businesses if their property 
were fully taxable; the amount of tax actually paid in the aggregate by participating businesses; the total 
dollar value of tax credits given to participating businesses for each credit available under the program; and 
the total amount of reductions in utility costs of non-retail businesses in the zone. 

38  PEMRI, p. v-4 



 

33 

their time was focused on administrative activities, much of which involved 
compiling data on the zone’s performance.39  

 As the program has grown from 40 zones with 1,975 participating businesses 
in 1995, when the survey was conducted, to 72 zones with 8,600 participating 
businesses in 2003, the average number of businesses in each zone has more than 
doubled from 49 to 119—thereby increasing coordinators’ workload.  The addition of 
QEZE benefits in 2000 added yet another element for coordinators to explain to 
businesses.  Enabling coordinators to focus more attention on the day-to-day 
operations of the zone is appropriate given the structure of the program, which 
requires the local ZABs to develop zone specific plans for economic growth and 
which relies on the Zone Coordinators to provide technical assistance to participating 
businesses while recruiting new companies. 

 The forms currently used by the DED and the local zones must also be changed 
to collect the data needed to determine the impact of the program and its cost to the 
State and localities, and to facilitate consistency between the BARs and ZARs. 

1. Business Annual Reports (BARs) 

 All information used by the DED and the local zones to monitor the zones 
program is derived from the BARs.  Thus, it is essential that these reports capture 
relevant and accurate information to determine whether businesses are meeting their 
goals and whether the mission of the program is being fulfilled.  A report issued by 
OSC in 2004 concluded that BARs “do not capture information on all benefits that a 
business receives, and the data, which is self-reported, is not individually verified by 
DED…[The BARs] do not require information on utility cost discounts nor any local 
benefits received.  [They] do not capture any information on the pay rate of new 
employment created, so an analysis cannot be done as to the type and quality of the 
jobs created.”40  The review found that “while DED has modified the BARs in recent 
years to capture estimated tax credits that businesses expect to claim, the BARs still 
do not require businesses to report any actual credits claimed.”41  

 To overcome these shortfalls, the BARs should collect the number of new part-
time and full-time workers hired by a firm as well as the number of jobs lost, if 
applicable, in addition to total employment figures.  This would eliminate the need to 
compare year-to-year data to determine job creation figures and to decrease the 

                                                 
39  PEMRI, p, v-3 
40  2003-S-41, p. 4. 
41  2003-S-41, p. 22. 
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chances of bookkeeping errors.  The BARs should also collect data on the number of 
targeted employees hired, which is vital information to evaluate the reduction of 
poverty and unemployment within economically distressed neighborhoods.  BARs 
should collect data on the average wage paid to new employees, in addition to the 
gross payroll of the businesses, to better enable the DED to determine the types of 
jobs generated by the program.  The BARs should also be reconfigured to collect 
actual tax credits taken by businesses in the prior tax year as well as estimated figures 
for the forthcoming year, which are currently collected.  This would enable the zone 
and the DED to have a better understanding of the total cost of the program to the 
State. 

 Many of these recommendations are not new and are consistent with 
conclusions reached in previous reviews of the program.  The 1990 LCER report 
noted that “business reported data do not account for job loss” and that the BARs 
contained “significant error rates and missing information.”  The LCER also stated 
that “the BARs are of little value for verifying the number of jobs actually created, 
because they do not tabulate job losses.” A review of business filings found that the 
reports did not account for 430 job losses.42 

 Since the BARs are used to generate all other reports for the program, it is 
important that they contain accurate information.  Participating businesses have a 
vested interest in reporting positive numbers on their BARs, so that they can continue 
to be certified by the State.  Local zones also have a vested interest in reporting high 
job creation numbers, and lack the necessary resources to verify the data reported by 
businesses, including adequate personnel and access to records at the Departments of 
Taxation and Finance and Labor.  The zones should act as a conduit for the DED, 
collecting the BARs from local businesses and forwarding that information on to the 
DED for verification and analysis. 

2. Data Verification 

 DED staff would be responsible for verifying information provided by 
businesses by conferring with the Departments of Taxation and Finance and Labor.  
In order to facilitate the verification of information, it is recommended that as a 
condition of receiving benefits from the State, certified businesses waive their rights 
to privacy for information submitted to the Department of Taxation and Finance and 
the Department of Labor.  The waiver would specify conditions under which the data 
would be used, with a guarantee that business specific data would not be made public 
                                                 
42  LCER, p. 30. 
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but would only be used to aggregate results of investments.  These safeguards would 
protect the privacy of businesses and would prevent the release of proprietary 
information. 

 The Ohio Department of Development, in its annual report to the Governor and 
General Assembly on the status of Ohio’s enterprise zone program, lists all businesses 
participating in the program by county, including the percentage of local real and 
personal property tax incentives granted to each business.  In addition, the report 
includes the total amount of revenue foregone by each zone for real and personal 
property and local income taxes.43 

 Any businesses that are found by the DED to have received tax credits as a 
result of inaccurate information reported on a BAR should be decertified and forced 
to repay the credits erroneously granted by the State. 

3. Zone Annual Reports 

 Upon verifying data with the appropriate agencies, the DED should compile a 
ZAR for each zone.  Vesting the DED with this responsibility is appropriate given the 
need to have a uniform reporting structure for each of the 72 zones.  In the past, local 
zone administrators have used differing methods to compile ZARs.  For instance, 
some zones do not net out job losses when calculating the number of new jobs 
created, while others report the net increase of jobs.  A 1996 audit by OSC found that 
while “the reports were generally submitted as required, [there were] numerous 
instances in which required information was not reported, numbers were incorrectly 
added, and information was incorrectly carried from one reporting year to the next.  
Moreover, when [OSC] contacted zone officials to verify the number of employees 
who were reported as hired in the 1993 annual reports, [it was] found that the numbers 
included in the annual reports were significantly over stated.”44  The Chairman of the 
ESDC stated in response to this audit that “the [zone] annual report was not an 
accurate source for [job creation] information.”45 

 In attempting to conduct an analysis of the statewide costs of the Zones 
program, PEMRI concluded that “it was not possible to provide a comprehensive 
qualitative analysis of the public costs, expenditures, and revenues foregone because 
of the shortcomings in much of the data” collected by DED and the zones.  The report 

                                                 
43  See Appendix D for excerpts of the Ohio Department of Development’s 2002 Enterprise Zone Annual 

Report. 
44  95-S-78, p. 11. 
45  Charles Gargano, letter to H. Carl McCall, August 21, 1996. 
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stated that the greatest obstacle to compiling this data was “the information gaps and 
unreliability of the public expenditure data, for which the Zone Annual Reports were 
the primary source.” The report also noted that “the quality of information in the Zone 
Annual Reports varied considerably among the 40 Zones.”46 

 A 2004 review of the program by OSC found various “inconsistencies among 
the zones as to the completed sections of the ZARs including what should be counted 
and reported as a new business; what was to be included in the jobs and businesses 
retained figures section; and what should be reported as the amount of private capital 
leveraged.” Auditors concluded that “these inconsistencies exist and are allowed to 
continue because DED officials only use the ZAR information in a limited basis and 
they have not examined the ZARs for inconsistencies in reporting by different 
zones.”47  

 The current ZARs used by the DED to collect data from the zones do not 
contain information related to the number of targeted employees hired within a zone, 
the number of jobs lost, the average wage of new jobs, and the total amount of State 
and local tax credits granted to businesses.  The ZARs should be changed to include 
all of the information currently required by the GML and should be tabulated directly 
from the BARs submitted by businesses (and subjected to data verification).  This 
would include, but not be limited to, the amount of tax credits given to businesses in 
the zone in aggregate totals and by credit type, the net number of new jobs created, 
the number of targeted employees hired, the average salary for new jobs, and the total 
amount of money invested by new businesses.  Without this information, the overall 
effectiveness of the program and the cost to the State cannot be determined. 

4. DED Oversight of Statewide Annual Report 

 Improved reporting by certified companies and the DED through modified 
BARs and ZARs would allow the EZODB to release an annual report evaluating the 
effectiveness of the Empire Zones program for the prior year.  This report should 
include a cost-benefit analysis of the program based on information received in 
individual reports on the zones program from the Departments of Taxation and 
Finance and Labor.  Currently, New York is one of the only states with a zones 
program that does not release these figures on a yearly basis.  

 The EZODB’s annual report on the Empire Zones program should also contain 
an analysis of each zone, including the number of jobs retained and created, the 
                                                 
46  PEMRI, p. ii-1. 
47  2003-S-41, p. 28. 
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number of new and existing certified businesses, total value of tax credits taken (by 
credit), the number of businesses decertified, and the net job growth for each zone.  A 
comparison of zone data to other economic data for the region and state, including 
unemployment, poverty, and average wages, should also be included.  Analyzing each 
zone would allow the EZODB, the DED, and other State officials to evaluate the 
effectiveness of each zone. 

 Fifteen other states with comparable programs require the state agencies 
charged with overseeing their enterprise zone programs to compile and submit annual 
reports on the program’s effectiveness.48  Many other states assign this responsibility 
to other state agencies and offices, such as the Comptroller, Division of Revenue, and 
departments of Taxation and/or Labor.  This enables the executive and legislative 
branches of government, as well as the public, to evaluate the programs and determine 
whether they are effective economic development tools.  While each state’s reporting 
structure varies, legislative mandates exist to ensure a thorough level of analysis, 
transparency, oversight, and interagency cooperation.  

 Reporting requirements in other states include the following: 

• In Florida, the Department of Revenue is required to submit an annual 
report to the Office of Tourism, Trade, and Economic Development, which 
oversees the state’s enterprise zone program.  The report details the usage 
and revenue impact by county of enterprise zone incentives.  The Office of 
Tourism, Trade, and Economic Development in turn is required to submit 
an annual report to the Governor, Speaker of the House, and President of 
the Senate that includes the information provided by the Department of 
Revenue as well as an analysis of the activities and accomplishments of 
each enterprise zone. 

• In Illinois, the Department of Commerce and Community Affairs submits 
an annual report to the Governor and General Assembly evaluating the 
effectiveness of its enterprise zone program.  

• In Maryland, the Department of Business and Economic Development and 
the Comptroller of the Treasury jointly assess the effectiveness of the tax 
credits provided to businesses in the enterprise zones, including the number 
and amounts of credits annually granted and the success of the tax credits in 
attracting and retaining businesses within the zones.  A report outlining 
these findings is submitted to the Governor and General Assembly.  

                                                 
48  These states include California, Connecticut, Florida, Georgia, Illinois, Maryland, Michigan, New Jersey, 

North Carolina, Ohio, South Carolina, Tennessee, Texas, Virginia, and Wisconsin.  
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• In Michigan, the Department of Economic Development annually reports to 
the State Legislature on the economic effects of the program within each 
zone, including the number of new jobs created, the percentage change in 
aggregate taxable value and state equalized value, average wage of new 
jobs created, and the percentage change of adjusted gross income of zone 
residents.  

• In New Jersey, the Commerce and Economic Growth Commission prepares 
a fiscal impact study for each zone and reports annually to the Governor 
and State Legislature on the effectiveness of the program. 
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Appendix B 
State by State Enterprise Zone Program 

Comparison 
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Appendix C 
2002 Business Annual Report 

2002 Zone Annual Report 
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Appendix D 
Empire Zones Program Audit and 

Report Recommendations 1990-2004 
 

1990 OSC Audit (A-7-90)
Oct-90 
(OSC 
Audit)

1991 
(LCER 
Review)

May-96 
(OSC 
Audit)

Feb-98 
(OSC 
Audit)

Sep-99 
(PERMI)

Mar-04 
(OSC 
Admin  
Audit)

Mar-04 
(OSC 

Upstate 
Audit)

Apr-04 
(OSC 
NYC 

Audit)
Prepare detailed written procedures and guideline for program monitoring, 
designating the entity responsible for each step X X X X X

Prepare detailed written procedures for verification of the data reported on 
the business application and annual report, and designate the entity 
responsible for each step

X X X X X

Prepare detailed written procedures  for evaluating whether an EDZ has met 
the objectives in its Plan and whether an individual business has met the 
projections and commitments in its application, in order to determine 
whether decertification is warranted.  Such procedures should designate the 
entity responsible for conducting the evaluation and the entity to which it 
should be directed

X X X

Ensure that all BARs are submitted on time X
Visit businesses that are preparing BARs to offer assistance and to verify as 
much of the reported information as possible X X X X

Closely review all BARs. Incomplete forms should be returned… X X X X
Determine the reasons why results reported on a BAR do not meet the job 
and investment projections recorded on its application X X X

Carefully review the BARs to detect errors X X X X
Consider decertification procedures for those companies that fail to submit 
their BARs X X

Work cooperatively with the Department of Taxation and Finance (DOTF) 
to arrange for access to the tax information necessary for monitoring the 
EDZ program.  [If needed] legislation should be sought amending the tax 
laws to expressly allow Taxation and Finance to provide information for the 
purpose of EDZ program monitoring

X X X X X X

Require the Zone Coordinator to review and comment on the ZAR before it 
is made final and sent to DED

[The Office of Business Development should] state, in the various reports it 
prepared, whether the zones are meeting the goals of the EDZ program X X X X X

Verify the accuracy of the employment information on the applications and 
the BARs. X X X X

[DED should] review its BAR Summary for accuracy of the statistics 
reported X X X X

Revise the BAR to refer more accurately to the utility benefit as a reduction, 
not a credit
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Appendix D (Continued) 
 

1991 LCER
Oct-90 
(OSC 
Audit)

1991 
(LCER 
Review)

May-96 
(OSC 
Audit)

Feb-98 
(OSC 
Audit)

Sep-99 
(PERMI)

Mar-04 
(OSC 

Admin  
Audit)

Mar-04 
(OSC 

Upstate 
Audit)

Apr-04 
(OSC 
NYC 

Audit)
DED should assess the cost-benefit and effectiveness of the incentives and 
recommend changes as appropriate to the Legislature X X X X

DED should monitor the zones to ensure that the goals of the program are 
being met X X X X X X

DED and Department of Labor (DOL) need to assume responsibility for 
oversight of the job creation/business development portion of the program 
and develop a coordinated method of identifying all jobs created on a net 
basis and investments made in the zones, in an accurate, consistent, and 
verifiable way

X X X X X X

DED should simplify certification applications and BARs and assure that 
information needed to satisfy statutory criteria is collected X X X X

DED should reassess its evaluation plan and its data requirements for 
determining the impact of the Zone Program X X X X X X

The DOTF, prior to reporting data on tax expenditures, should verify the 
information provided by zone businesses and ensure that it is reliable X X X X X X X

1996 OSC Audit (95-S-78)
Oct-90 
(OSC 
Audit)

1991 
(LCER 
Review)

May-96 
(OSC 
Audit)

Feb-98 
(OSC 
Audit)

Sep-99 
(PERMI)

Mar-04 
(OSC 

Admin  
Audit)

Mar-04 
(OSC 

Upstate 
Audit)

Apr-04 
(OSC 
NYC 

Audit)
Implement a system for evaluating effectiveness of EDZ Program X X X X X X
Ensure the EDZ Program's effectiveness is evaluated by an independent 
entity X

Implement a system for determining whether benefits of the EDZ Program 
exceed the costs of forgone taxes and program expenditures X X X X X

Ensure all econ dev zones submit ZARs X X
Ensure that the econ dev zones are visited regularly and the results are 
documented X

Ensure that annual reports are submitted by each business participating in the 
EDZ program X X X

Ensure that annual reports submitted by the econ dev zones are complete and 
accurate X X X X

Decertify businesses that do not comply with their certification agreement X X X X

Seek legislative authorization to obtain relevant employment and tax 
information maintained by the DOL and the DOTF X X X X X

1998 OSC Follow-Up (97-F-37)
Oct-90 
(OSC 
Audit)

1991 
(LCER 
Review)

May-96 
(OSC 
Audit)

Feb-98 
(OSC 
Audit)

Sep-99 
(PERMI)

Mar-04 
(OSC 

Admin  
Audit)

Mar-04 
(OSC 

Upstate 
Audit)

Apr-04 
(OSC 
NYC 

Audit)
Implement a system for evaluating effectiveness of EDZ Program X X X X X X
Ensure the EDZ Program's effectiveness is evaluated by an independent 
entity X

Implement a system for determining whether benefits of the EDZ Program 
exceed the costs of forgone taxes and program expenditures X X X X X

Ensure all econ dev zones submit ZARs X X X X
Ensure that the econ dev zones are visited regularly and the results are 
documented X

Ensure that annual reports submitted by the econ dev zones are complete and 
accurate X X X X X

Seek legislative authorization to obtain relevant employment and tax 
information maintained by the DOL and the DOTF X X X X X  
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Appendix D (Continued) 
 

1999 PEMRI Report
Oct-90 
(OSC 
Audit)

1991 
(LCER 
Review)

May-96 
(OSC 
Audit)

Feb-98 
(OSC 
Audit)

Sep-99 
(PERMI)

Mar-04 
(OSC 
Admin  
Audit)

Mar-04 
(OSC 

Upstate 
Audit)

Apr-04 
(OSC 
NYC 

Audit)

Revise applications and reports to establish a consistent and standardized 
database on public and private capital investments and other expenditures

Provide additional training to Zone coordinators X X
Provide better and more information to potential and actual certified 
businesses on the various benefits and how they may be obtained

Seek better coordination with the Departments of Labor, and Taxation and 
Finance to improve the exchange of certain key data about the EDZ program X X X X X X X

2004 OSC Administrative Audit (2003-S-41)
Oct-90 
(OSC 
Audit)

1991 
(LCER 
Review)

May-96 
(OSC 
Audit)

Feb-98 
(OSC 
Audit)

Sep-99 
(PERMI)

Mar-04 
(OSC 
Admin  
Audit)

Mar-04 
(OSC 

Upstate 
Audit)

Apr-04 
(OSC 
NYC 

Audit)
Provide more complete training to businesses on the completion of the BARs 
to help ensure they are properly completed X

Modify the BAR to increase its effectiveness as a monitoring tool by 
including complete and actual information, such as … X X X

Address BAR data entry delays be investigation the use of time saving 
approaches, such as scanable documents and online BAR reporting

Act timely to decertify a business that does not submit its BAR as required X X X

Perform an analysis of BAR data collected to evaluate the performance of 
certified businesses in the Program, such as whether they have met 
employment goals

X X X X X

Verify the information reported on the BARs to DOTF information on a 
sample basis X X X X X X

Use ZARs as a monitoring tool, and take action when appropriate zones are 
not meeting their planned goals X X X

Provide more complete instructions and training to zone coordinators on the 
completion of the ZARs X

Compare data reported on the ZARs to the BARs and follow up on material 
differences identified X X

Modify the ZAR to increase its effectiveness as a monitoring tool by 
including similar information to that of the BARs X X X X

Develop a process that requires the documentation of decisions by senior 
DED officials regarding recommendations of zone applicant to the Zone 
Designation Board
Establish specific, objective, and quantifiable criteria for certifying a 
business
Conduct a cost benefit analysis estimated before certifying the application to 
identify situation where businesses would receive tax benefits that exceed the 
benefit provided

X X X X X

Test on a sample basis to ensure all zones are completing ZARs as instructed X X

Implement a system to take corrective action when performance falls below 
acceptable levels and to take enforcement actions such as decertification 
when performance does not improve

X X X X

Act timely to decertify any business identified through analysis as having 
recurrent performance shortfalls) X X X X  
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Appendix D (Continued) 
 

2004 OSC Zone Audits (2004-MS-1)
Oct-90 
(OSC 
Audit)

1991 
(LCER 
Review)

May-96 
(OSC 
Audit)

Feb-98 
(OSC 
Audit)

Sep-99 
(PERMI)

Mar-04 
(OSC 
Admin  
Audit)

Mar-04 
(OSC 

Upstate 
Audit)

Apr-04 
(OSC 
NYC 

Audit)

Conduct cost benefit analysis to help ensure that individual businesses are 
not certified if it would result in those businesses receiving tax breaks that 
exceed the benefits provided to the community

X X X X

Perform an annual Zone-wide cost benefit analysis to access Program 
effectiveness and efficiency X X X X X

Work with DED/ESDC to revise reporting and monitoring requirements for 
businesses that receive sales tax exemption certificates to ensure that the 
Zones obtain the necessary confirmation that applicable businesses are 
maintaining their QEZE status

X

Ensure that the data necessary to determine their Program's costs and 
benefits is collected… If Zone Boards determine that improvements should 
be made to the BAR to facilitate the collection of this data, they should work 
with DED/ESDC to modify the current report format

X X X X X

Pursue agreements with the DED/ESDC, the State DOTF and DOL to obtain 
necessary information to verify the accuracy of data reported by individual 
businesses… Data discrepancies should be investigated to ensure that data 
reported to the Zones is accurate

X X X X X X

Improve the current data collection and reporting system to ensure that 
accurate data is reported in the Annual Report.  This should include 
reporting total Program costs and benefits

X X X X X

Improve monitoring and evaluation systems to address control deficiencies.  
At a minimum this should include developing specific criteria for job 
creation and investment for certifying a business and annually comparing 
BARs to applications

X X X X

Initiate decertification procedures for businesses with performance shortfalls X X X

Work with DED/ESDC to review the application certification process to 
determine whether business projections should more closely align with 
benefit periods
Develop a complete and comprehensive written evaluation plan that 
addresses all aspects of performance measurement and Program 
administration

X X X X X

Establish and implement comprehensive performance measurement and 
evaluation systems.  If necessary, request assistance from DED/ESDC to 
establish such systems

X X X X X X

Annual reports should include selected outcome measures and comparisons 
to benchmarks X X
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Appendix D (Continued) 
 

2004 OSC  Zone Audits (2003-D-4, 5, and 6)
Oct-90 
(OSC 
Audit)

1991 
(LCER 
Review)

May-96 
(OSC 
Audit)

Feb-98 
(OSC 
Audit)

Sep-99 
(PERMI)

Mar-04 
(OSC 
Admin  
Audit)

Mar-04 
(OSC 

Upstate 
Audit)

Apr-04 
(OSC 
NYC 

Audit)
Develop a complete and comprehensive written evaluation plan that 
addresses all aspects of performance measurement and Program 
administration

X X X X

Establish and implement comprehensive performance measurement and 
evaluation systems.  If necessary, request assistance from DED to establish 
such systems

X X X X X

Improve monitoring and evaluation systems to address control deficiencies. X X X X

Institute a system to address performance shortfalls by Zone businesses.  
Initiate decertification procedures for businesses with recurrent performance 
shortfalls

X X

Pursue agreements with the DED/ESDC, the State DOTF and DOL to obtain 
necessary information to verify the accuracy of data reported by individual 
businesses… Data discrepancies should be investigated to ensure that data 
reported to the Zones is accurate

X X X X X

Conduct cost benefit analysis to help ensure that individual businesses are 
not certified if it would result in those businesses receiving tax breaks that 
exceed the benefits provided to the community

X X X

Perform an annual Zone-wide cost benefit analysis to access Program 
effectiveness and efficiency X X X X

Ensure that the data necessary to determine their Program's costs and 
benefits is collected… If Zone Boards determine that improvements should 
be made to the BAR to facilitate the collection of this data, they should work 
with DED/ESDC to modify the current report format

X X X

Obtain clear instructions for DED on how to complete the ZAR X X  
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Appendix E 
Excerpts from the Ohio Department of Development 

20002 Annual Enterprise Zone Report 
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