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Alexander Heil, PhD 
Practicing Economist and Adjunct Faculty at Columbia University and New York University 
Email: Ah3182@columbia.edu 
Phone: 347-616-9039 
 

Dear Member and Chair of the New York State Public Subsidy Board, 

My name is Alexander Heil, PhD, practicing applied economist and adjunct faculty member 
at both Columbia University and New York University. For more than a decade, I held the 
position as Chief Economist for the Port Authority of NY & NJ. I am presenting this 
testimony on my own behalf, not representing any organization, and as a practitioner with 
more than two decades of experience in economic and cost-  

Thank you for allowing me to testify about calculating future tax savings and calculating 
other funds. In particular, the New York State Public Subsidy Board is seeking guidance on 
three related issues: 

 When and how to use Present Discounted Value in Calculating Future Tax Savings. 

 The average annual increase in property taxes in New York City vs. New York State. 

 How to Calculate the Value of Tax Savings from PILOT Programs. 

 

Financial or economic analyses such as the assessments of projects or policies frequently 
-year period. In 

case of infrastructure projects, the timescale of the analysis might be the expected useful 
life of an asset; a policy analysis might rely on a sensible assessment of what period should 

-period 
analysis relies on proper discounting to incorporate what is called “time value of money”.  

adjusted to account for the opportunity cost of funds and time preferences. The typical 
 basis 

and then apply appropriate discount factors to determine a net present value today or for 
the starting point of the analysis. This is a standard approach that should be followed in 
cases of cost-  projection of future 
costs, investments, or the value of future tax savings. 
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appropriate discount rate is critical. A higher discount rate in a sense diminishes future 
f future 

weighted average cost of capital (WACC) as the appropriate discount rate. The WACC is the 
ntity. It is typically a 

weighted average between equity and debt borrowing rates. 

In the case of public sector analyses, the choice of an appropriate discount rate is 
-

long-term investments to mitigate climate change impacts, discount rates should be 
relatively low, usually well below market borrowing rates, to establish inter-generational 

 
because they occur too far in the future. ement and Budget has 
provided guidance on the appropriate choice of discount rates in its Circular A-94. 

assessments for a municipal or state entity, it might make 
sense to resort back to the opportunity cost of obtaining funds, i.e. the long-term borrowing 

for multi-year projects would be equal to the current 30-year bond yield that can be 
 

durations that match the timeframe of the analysis are available, then those might be 
preferred compared to the 30-year rate. 

discounting methodology, including a well-chosen time horizon and discount rate, when 
 

However, applying such an analytical approach might not address the equity 

positive, it might not be clear which stakeholder group is likely to experience the greatest 
n compared to other groups in society. Hence, paired with a traditional 

 and equity of 
 

Thank you again for allowing me to share some thoughts and considerations with you as 
part of this testimony. I shall be available if any questions on my submitted testimony arise 
in the future. 

Best, 

Alex Heil, PhD 
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On May 20, 2024, the New York State Public Subsidy Board held a public hearing and received 
witness testimony on the topics of Calculating Tax Savings and Calculating Other Funds. The Board, 
which is tasked with determining if a private construction project is covered by prevailing wage 
requirements pursuant to NYS Labor Law 224-a, is seeking further information regarding the 
following sub-topics: 

 When and how to use Present Discounted Value in Calculating Future Tax Savings. 

Projects requesting tax incentive are presented to the ECIDA in the pre-construction phase of the 
project. The request for tax incentives contains details of the project including a description of the 
improvements (new construction, renovation, expansion), the location of the project, the 
construction cost estimates and planned use of the space along with other data.  
estimates the post construction assessment value to the best of their ability based upon the limited 
data available. will utilize various methods to determine a pre-construction 
assessment value that includes but is not limited to: contacting the local assessor, reviewing 
comparable properties.  It is important to note that the assessment value and thus the PILOT value 
are estimates and cannot be accurately determined until the project construction is completed and 

A does its best to 
estimate the PILOT values, the actual PILOT bills and savings can and do vary once the project is 
completed and assessed by the local assessor.  The future property taxes owed under the PILOT 
term are calculated using: 1) the estimated post construction assessment value, 2) the current tax 
rates for the location, and 3) the yearly PILOT payment abatement % which decreases over the term 
of the PILOT. A Present Discounted Value (PDV) of the future property taxes owed over the term of 
the PILOT is calculated using a calculator produced by the MRB Group. The present 
value discount factor is 2%.  https://mrbgroup.com/resources/cba/ 

 The average annual increase in property taxes in New York City vs. New York State.  

  To calculate the increase in property taxes a further study of individual property tax bills would 
need to be undertaken, as many communities undertake re-valuation which can greatly impact tax 
rates and skew analysis of tax rate data.   We did attempt to provide some insight into the data by 

rates, but to accurately determine the increases or decreases in property tax payments, a further 
analysis of the tax levy and bills would need to be undertaken. 

 Analysis of the last 3 to 5 years of tax rate data and generally found the following. 

Across Town, School, City, Village and County Tax rates, the rates have not dramatically increased 

year on average decreases were typically around 1% or less.  Some taxing jurisdictions tax rates  
exhibited minor increases, on average year over year ranging from a high of 4% to increases of less 
than 1% in the rates.   

 
demonstrated relatively small increases. 
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 How to Calculate the Value of Tax Savings from PILOT Programs. 

At the time of an IDA incentives approval, construction has not commenced so there is no improved 
structure to assess. IDAs  - see question 
& answer above re: When and how to use Present Discounted Values in calculating future tax 
savings. 

by the taxing jurisdiction 
to calculate and bill the actual PILOT payments.  Also note there are many as-of-right- real property 
tax abatements (see Sections 485 and 487 of the New York Real Property Tax Law, New York City 
ICAP abatement program) providing real property tax abatements over up to a 30-
period that come under Section 224-a of the New York Labor Law.  These are not PILOT programs 
and do not entail any discretionary consideration with respect to approval of same, and these 
abatement programs face the same challenges with respect to determining an assessed value, 
future tax rates, and discount rates, as IDAs face.  It is unclear what the provider of these 
abatement programs uses to make their tax savings calculations.  All these abatement incentives 
share one common element, in that the value of real property tax savings cannot be accurately 
calculated at the time the construction work is to be performed.   

   

1. What conditions must be met and maintained to satisfy a PILOT agreement for the various 
types of projects, manufacturing facility, warehouse, retail development, housing 
development, and mixed-use development? 

Typically, IDA incentivized projects (unlike the as-of-right abatements as referenced above) are 
required to meet and comply with the agreed- an IDA 
board.  The ECIDA Board, by way of example, requires that projects meet certain investment 
criteria, employment retention and creation commitments, adhere to a Local Labor Construction 

a Pay Equity Policy, and an Unpaid Real Property Tax Policy.  

2. Under what circumstances are PILOT agreements rescinded and can you point to any 
examples where this occurred? 

Failure to comply with these Material Factors may result in the termination  and or recapture 
penalty of a PILOT agreement. 

submit employment data quarterly. Additionally, during the construction period, projects must 
provide quarterly local labor reports to demonstrate adherence to the Local Labor Workforce 

 

ECIDA President/CEO, the Chair of the ECIDA, and the Chair of the ECIDA Policy Committee, 
providing the project with an opportunity to respond. The Chair of the ECIDA will then determine to 
initiate a proceeding  to determine 
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determination. 

In 2023, a PILOT agreement was terminated due to a project’s tenant declaring bankruptcy and 
closing its business. Another PILOT was terminated because the project failed to meet the required 
job creation and retention goals outlined in the approved ECIDA   Additionally several 
projects paid recapture penalties as a result of employment shortfalls.  

In addition, failure to make PILOT payments is a default and results in the termination of a PILOT 
agreement.  

 

3. Are there any Land Value Tax jurisdictions in New York State and if so, are PILOT agreements 
jurisdictions? –  

Erie County, NY is the geographic territory serviced by the ECIDA. Within Erie County, property 
contains 2 assessment components: a “land” value and an “improvements” value.  The PILOT 
impacts the increase to the improvements component of the assessment brought about by the 
project investment. No discount / abatement is given to the land value or to the various special 
district taxes included in the property tax bill calculations.   
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September 20, 2024 

 
Dear Commissioner Reardon, Public Subsidy Board Members, and New York State Department of Labor Staff, 
 
Thank you very much for reaching out to me. On September 10th, I received an email from Commissioner Reardon 
seeking further information on the following topics. 
 

 When and how to use Present Discounted Value in Calculating Future Tax Savings. 
 The average annual increase in property taxes in New York City vs. New York State. 
 How to Calculate the Value of Tax Savings from PILOT Programs. 

The Board also identified three specific questions.  
 

1. What conditions must be met and maintained to satisfy a PILOT agreement for the various types of projects, 
manufacturing facility, warehouse, retail development, housing development, and mixed-use development? 

2. Under what circumstances are PILOT agreements rescinded and can you point to any examples where this 
occurred? 

3. Are there any Land Value Tax jurisdictions in New York State and if so, are PILOT agreements different in those 
jurisdictions? 

 
On behalf of the New York State Economic Development Council (NYSEDC) and our nearly 1000 members, we appreciate 
your questions and will do our best to provide the proper context in providing our responses.  
 
When and how to use Present Discounted Value in Calculating Future Tax Savings.  
Prior to providing any abatement, Industrial Development Agencies (IDAs) are required by law to submit a Benefit Cost 
Analysis (BCA) on any project that comes before them seeking support. There are several different tools that exist to 
analyze projects. Some IDAs have their own in-house calculator they use. Many use either Camoin Associates or MRB 
Group, two nationally recognized economic development consulting firms, to run their BCA.  
 
There are several factors to take into consideration around when and how to use present discounted value. New York 
City has a unique model that works for New York City. Geography, cost of capital, local tax rates, and other factors vary 
from one region to another, even one municipality to another in the same region. Given the wide range of factors and 
specificity for each unique project, we would defer to models used by Camoin or MRB Group on when and how to use 
present discounted value since the present discounted value will vary greatly from region to region, project to project. It 
The subsidy board should show deference to and recognize the models utilized by local IDAs.  
 
The average annual increase in property taxes in New York City vs. New York State. 
These numbers again will vary city by city, town by town, village by village, county by county, and region by region. This 
is information that is likely available through public reporting data done by the NYS Office of State Comptroller. We 
recommend soliciting a data request from the OSC to ascertain the average annual increase in property taxes by locality, 
county, and region. Most communities in NYS have stayed within the 2% tax cap annually.  
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How to Calculate the Value of Tax Savings from PILOT Programs. 
At the time an IDA reviews a project for a tax abatement, construction has not begun so there is no improved structure 
to assess. IDAs use their best efforts to estimate a reasonable assessment (often undertaken as part of the BCA as 
outlined in a previous response). After project construction is completed, the local assessor will come in and determine  
 
the final assessment. At this time, it is possible to determine the value of the tax abatement for the current year and 
estimated remaining years on the PILOT (if we assume an average annual tax increase of 2%). 
 
IDAs are already required by law to calculate the value of the savings (estimate) when running a cost benefit analysis. 
Again, this is where we would defer to each local IDA on how they calculate this value since they know their 
communities best. Tools utilized Camoin and MRB to calculate the value are very effective.  
   

QUESTIONS 
 

1. What conditions must be met and maintained to satisfy a PILOT agreement for the various types of projects, 
manufacturing facility, warehouse, retail development, housing development, and mixed-use development? 

Each project that receives IDA abatements is required to have a signed agreement where the project applicant agrees to 
certain criteria including but limited to: 

 capital expenditure  
 jobs created and/or retained for the duration of the agreement  
 amount of renewable energy generated  
 number of housing units created or retained 
 local labor policy 
 a pay equity policy  
 and/or an unpaid real property tax policy 

 
Again, these terms will vary project by project. some newer metrics are now included as projects evolve to focus on the 
state’s clean energy goals and community revitalization efforts. (housing starts and renewable energy generated). 
 

2. Under what circumstances are PILOT agreements rescinded and can you point to any examples where this 
occurred? 

Every IDA is required to have a “clawback policy”. Any failure to comply with terms agreed to in the contract may result 
in the termination of a pilot and/or recapture of already received benefits.  
 
To maintain compliance with the agreements, IDAs work closely with each project applicant to accurately ascertain 
employment data, capital expenditure data, number of housing units, and/or renewable energy generated. For example, 
In Erie County. 
 
If a project falls short of its job creation or retention commitments, the IDA staff notifies the IDA Executive Director, the 
Chair of the IDA Board, and the Chair of the IDA Policy Committee, providing the project with an opportunity to respond. 
The Chair of the IDA will then determine to initiate a proceeding to determine whether to terminate, modify, or  
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recapture IDA benefits. After a decision is made, the project is notified and given the chance to be heard and appeal the 
determination. 
 
There are numerous examples of IDAs clawing back benefits or terminating PILOT agreements. Here is a small sample.  
 
https://rcbizjournal.com/2023/07/28/rockland-ida-terminates-avon-pilot-ramapo-and-suffern-file-notice-of-claims-
against-ida-for-waiving-recapture-rights/  
https://www.newsday.com/business/amazon-tax-breaks-warehouse-jobs-g4vu3ulw  
https://www.newsday.com/business/pall-job-cuts-ida-tax-breaks-vk86dl10  
https://www.dailyfreeman.com/2023/02/20/ulster-county-ida-seeks-clawback-bill-for-golden-hill-nursing-home-in-
kingston/  
https://buffalonews.com/buffalo-next-a-not-so-cryptic-clawback/article_dc5a6b0e-d01b-11ee-b77b-8fda4b66ece6.html  
https://buffalonews.com/news/cheektowaga-s-api-heat-transfer-facing-clawbacks-from-erie-county-industrial-
development-agency/article_89e19c67-a6f7-5433-8d50-643233fabe7f.html  
 

3. Are there any Land Value Tax jurisdicƟons in New York State and if so, are PILOT agreements different in those 
jurisdicƟons? 

Property taxes in New York State usually contain 2 assessment components: a “land” value and an “improvements” 
value. The PILOT impacts the increase to the improvements component of the assessment brought about by the project 
investment. No abatement is given to the land value or to the various special district taxes included in most 
communities.    

Thank you for your time and consideration. 

Sincerely,  

Ryan M Silva 
Executive Director 
New York State Economic Development Council (NYSEDC) 
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September 16, 2024 

Ms. Roberta Reardon, Commissioner 

New York State Department of Labor 

Harriman State Office Campus 

Building 12, Room 500, Albany NY 12226 

 

c/o Shaun McCready, Secretary to the Board 

New York State Public Subsidy Board 

Via email: Shaun.McCready@labor.ny.gov  

Re: Witness Testimony – Calculating Tax Savings and Calculating Other Funds 

Dear Commissioner Rearson, 

Thank you for your invitation to submit expert witness testimony to the NYS Public Subsidy Board (the 

“Board”). Please accept this letter as my testimony with respect to the following sub-topic areas: 

• When and how to use Present Discounted Value in Calculating Future Tax Savings. 

• How to Calculate the Value of Tax Savings from PILOT Programs. 

What follows is a brief summary of my qualifications to provide testimony, the problem statement for 

context, a discussion, and my conclusion. 

QUALIFICATIONS TO PROVIDE TESTIMONY 
MRB Group is a trusted advisor to public sector clients across New York State. Michael N’dolo, our 

Director of Economic Development, is a nationally recognized expert in economic and fiscal impact 

analysis and is regularly invited to speak on the topic. He has provided expert witness testimony on such 

matters for Administrative Law proceedings with the NYS Department of Environmental Conservation, to 

the Massachusetts Gaming Commission, and in matters related to civil proceedings. He has been 

engaged multiple times by Empire State Development to provide expert professional services, including 

comprehensive analyses of the economic and fiscal impacts of major state programs/projects including 

an evaluation of the New York State Film Production Tax Credit and the efforts of the State to encourage 

Craft Beverage production. He has completed over two hundred economic and fiscal impact analyses for 
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a multitude of project and program types, including: industrial, institutional, residential, commercial, 

transportation, logistics, tourism-destination, policy analysis, etc.  

PROBLEM STATEMENT 
The Board is required to determine if a private construction project is covered by prevailing wage 

requirements pursuant to NYS Labor Law 224-a. One of the tests (the “Public Funds Test”) to determine 

whether a project is covered by the law is: 

“[…] where the amount of all such public funds, when aggregated, is at least thirty percent of the 

total construction project costs […]” (para 1.) 

And included in the definition of public funds is: 

“The savings achieved from […] tax abatements, tax exemptions or tax increment financing; 

savings from payments in lieu of taxes; and any other savings from reduced, waived, or forgiven 

costs that would have otherwise been at a higher or market rate but for the involvement of the 

public entity.” (para 2.b.) 

The problem statement that is the subject of this testimony is therefore: 

What is the methodology the Board should use to value the presumed future savings to a 
private sponsor, pursuant to a tax abatement, exemption or PILOT agreement? 

DISCUSSION 
The first issue to address in this problem statement is the definition of “savings” in any given year of a tax 

abatement, tax exemption or PILOT (the “Abatement”). Simply put, the savings is the difference between: 

(1) the amount of tax the project sponsor (the “Sponsor”) would pay without the Abatement (the 

“Without Abatement” case), and 

(2) the amount of tax the Sponsor would pay with the Abatement (the “With Abatement” case). 

While this may appear to be a simple calculation, several critical assumptions are required to do this 

calculation. For clarity and simplicity, I will use the example of a hypothetical PILOT real property tax 

abatement hereafter. The amount of the Without Abatement case is the amount of real property tax that 

would be paid by the Sponsor in a given year if the real estate development project (the “Project”) were to 
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occur without the Abatement. This is calculated by multiplying the assumed future assessed value of the 

real property in a given year times the then-applicable tax rate. What are those two values (assessed 

value and tax rate) in any given future year?  

The commonly accepted methodology here is to start with the taxable assessed value (TAV) of the 

property as if the Project were complete today times the total of all current real property tax rates today, 

times an assumed annual escalation rate. Given the implications of the New York State Real Property 

Tax Cap legislation, which generally caps growth in the tax levy for each municipality by 2% per year, the 

assumed annual escalation rate for the Without Abatement case would typically be 2%. For the With 

Abatement case, the commonly accepted methodology is to calculate the amount of the abated real 

property taxes using the same process: take the assumed TAV if the Project were complete today, 

subtract out the abated portion thereof, multiply by the tax rate, and escalate that amount by 2% to the 

given year1. The tax savings in that given year would be the difference between the Without Abatement 

amount and the With Abatement amount. This will yield a nominal tax savings value for each and every 

year of the Abatement. 

It would not be accepted practice to then just sum up all the individual years to arrive at a presumed total 

tax savings due to the Abatement. This is because many of the other types of “public funds” stipulated in 

NYS Labor Law 224-a monetize immediately (ex. A cash grant paid to a project Sponsor.) whereas 

PILOT savings might occur 5, 10, 20 or even 40 years into the future. A dollar saved by a Sponsor via an 

abated tax bill 40 years into the future is worth nowhere near what a dollar of “public funds” received 

today is worth in the form of a cash grant. 

Therefore, the second issue to address is the way we value “public funds” received in the future, 

particularly far into the future. The accepted methodology here is to discount the value of future benefits 

to the present using an annual discount rate applied to that value. The critical factor that needs to be 

identified at this step is the assumed discount rate to apply. Here again, there is a layer of complexity 

that needs to be unpacked. That future value that a Sponsor might receive is diminished by the cost to 

the Sponsor of having to ‘wait around’ to receive the nominal value.  

 
1 Please note that PILOTs can be constructed in a variety of ways. The example provided here is the most typical way a PILOT is 
structured, whereby the TAV and tax rate float each year. However, some PILOTs might fix the TAV for the entire duration of the 
abatement, some PILOTs might fix the tax rate for the entire duration of the abatement, and some PILOTs might stipulate the fixed 
value of the payment the Sponsor must make in each and every year of the abatement. Therefore, this suggested methodology 
would need to be adapted to those cases. 
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What is the cost of ‘waiting around’ to the Sponsor? The technical answer to this question is the 

Sponsor’s “Weighted Average Cost of Capital” (WACC). This is a blended rate of the cost of the 

Sponsor’s sources of capital, namely the Sponsor’s cost of debt and cost of equity. The cost of the debt is 

the interest rate paid on the debt’s principal and the cost of the equity is the required return-on-equity an 

investor must receive to invest in the Project. However, this is a complex methodology that would be 

difficult for the Board to implement in a systematic way, since the Board will not know the Sponsor’s cost 

of debt and cost of equity, the appropriate weighting, and the fact that those costs are constantly 

changing. Therefore, the generally accepted methodology is to instead use a market-based, implied 
discount rate. This is an implied average discount rate present in the marketplace based on the 

historical data of recent deals completed. In effect, it is the best estimate we have of the WACC across 

known real estate deals. There are several publicly available data sources that provide reliable, market-

data-based implied discount rates2. The Board could use those data sources to publish, on an annual 

basis, one or more presumed discount rates that it will use to make its determination of value. 

Why do we say “one or more” discount rates? The simplest methodology the Board could employ would 

be to use a single discount rate for all projects in a given year and to update that one rate annually. The 

problem is that there is variation, and sometimes wide variation, on the implied discount rate depending 

on the project type. The average implied discount rate today, for example, on a market rate, multi-family 

project (around 9.5%) is much lower than the average implied discount rate on a golf course development 

(around 12.5%). This is because the apartment project is considered relatively safe and thus would have 

lower borrowing / equity costs, whereas a golf course development is considered relatively risky with 

higher borrowing rates / equity rates. The more accurate and fair method would be to have project-

specific implied discount rates, and this adds only a small amount of complexity to the calculation. 

CONCLUSION 
For all “public funds” received by a Sponsor in years following the year that the underlying Project is 

placed into service, including but not limited to a tax abatement, tax exemption or PILOT, the generally 

accepted methodology for calculating the value of such “public funds” at the point that the Board must 

complete its Public Funds Test is: 

 
2 One we use, for example, is RealtyRates.com’s “Investor Survey”. 
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(1) For each individual year the “public funds” are received, first calculate the difference between the 

cost of the tax without the Abatement, minus the cost of the tax with the Abatement. Both ‘with’ 

and ‘without’ values should be escalated from the current year at 2% per year. 

(2) For each of those individual yearly values, use a discount rate to discount those values to the 

present day. The discount rate used should be a market-based, implied discount rate, derived 

from publicly available, implied discount rates from similar project-types. If applied today, the 

appropriate discount rate would be between 9.5% and 12.5%, depending on the project type. 

(3) Then sum the discounted yearly values to arrive at the total value of the “public funds” related to 

the abatement/exemption/PILOT.  

Thank you again for the opportunity to provide witness testimony on this matter. 
 
Sincerely, 

 

R. Michael N’dolo, CEcD 

Director / Practice Lead – Economic Development 

(518) 301-5428 

mndolo@mrbgroup.com  


