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President’s Message

Walking outside this time of year,
I notice the changing angle of the
sun as it moves from overhead
with the heat of summer to the
slanted amber hues of fall.

When | was in school, this look
translated into that ‘time to

get back to class’ feel. Now, as

a finance officer, it's the call of

another budget season.

Budget season is, by far, for most finance officers the busiest
and most stress-inducing time of year. The budget takes
priority over our other responsibilities and tasks — yet those
tasks also need to be done. This is when | lean most on my
staff, but also on the relationships | have developed through
my association with NYGFOA.

The online Member Forum is a great resource to post
questions and ask for best practice recommendations.
The diversity of feedback provided by fellow members
through the Forum is helpful and saves time. | encourage
members to take advantage of the Forum and, even if you
do not need to post a question, you can review already
posted inquiries and responses. It's a great 'idea’ resource!

This issue of the Newsletter has some very timely pieces.
The article, 'Fiscal Fluency Made Easy' is all about communi-
cating numbers to your governing boards and citizens. With
the increasing emphasis on transparency, especially in public
sector finance, boiling down the complexities of budgets
and financial reports to make it easier to understand pieces
is critical. There is also a piece on ‘Al — artificial intelligence,
which finance officers should have, at minimum a cursory
understanding. Al is here — and it's going to change how

we do our jobs in the future,

Itis also hard to believe we are already getting ready for
next year's Annual Conference! The 2024 AC will be later
than in the past — April 17-19 at the Albany Marriott. The
Annual Conference Committee has already developed
the program. The NYGFOA website will be updated
regularly as details are confirmed.

In the meantime, make sure to check the Regional Event
Calendar and plan to join us for one of the upcoming Fall
and/or Holiday Seminars. Online resources are awesome,
but there truly is no substitute for the time we spend
together in person. Our Association’s strength is its engaged
membership. By working and sharing our knowledge and
expertise online and in-person, we can promote the honor
and dignity of the work we do for our constituents — and
attract more qualified candidates to fill the increasing
number of career opportunities in our profession.

Lastly, never hesitate to reach out to myself and the
Association staff with your ideas, questions, and concerns.
Maura, Fred, Mandie, |, as well as the Board of Governors
and Regional Councils are here to serve you.

Enjoy the fruits of Autumn!

All the best,
Kristie Hansen-Hightower, CPA
Comptroller, Town of Southold
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Fiscal Fluency Made Easy: Communicating Numbers
Using Insights from Behavioral Science

By Shane Kavanagh

Communicating Numbers
Using Insights from
Behavorial Science

4 | NYGFOA Newsletter | FALL 2023

Numbers are at the core of a public
finance officer’s job, and a big part of that
is communicating those numbers to other
people. The challenge is that numbers are
not a first language for many people in

the finance officer’s audience. In fact, the
average American has only “basic” number
skills (defined as the ability to do simple
calculations and interpret simple tables
and graphs), according to the Program

for the International Assessment of Adult
Competencies.! Even so, there are oppor-
tunities for finance officers to communicate
numbers better and, in doing so, generate
a better understanding of and enthusiasm
for savvy financial decision-making.

For a glimpse into the possibilities, consider
sports fandom. You have probably met
someone who does not have exceptional
math skills yet has considerable interest in
the statistics for their favorite player or team.
They have taken an interest in the numbers
because of how the numbers are presented
and the context in which they are presented.
Though local government finance will

likely never garner the same enthusiasm as
spectator sports, public finance officers can
harness at least some of the same potential.

Psychological science provides some
insights into how this is possible. The book
Making Numbers Count ? by Chip Heath
and Karla Starr provides principles for
communicating numbers in a way that
anyone can grasp. GFOA's Rethinking
Budgeting (gfoa.org/rethinking-budgeting)
initiative examined this book to identify the
technigues with the most potential for
public finance.

continued page 6
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Fiscal Fluency Made Easyl | continued from page 4

WE ARE OF TWO MINDS:
THE LIMITS OF RATIONALITY

There have been important advances

in our understanding of how the human
mind processes information in recent
decades. Researchers have identified two
modes of thinking that people engage in.?
The firstis “automatic” thinking, which is
fast, unconscious, and/or emotional. The
second is “controlled” thinking, which is
slow, conscious, effortful, and/or logical.
Most of our thinking falls in the first category,
"automatic,” for simple reasons of biology:
"controlled” thinking takes a lot of energy.
Relying on automatic thinking conserves
energy — a useful feature from times in
human history when food was much scarcer
than it is today.

However, Western culture prizes rationality,
which can lead us to overestimate its place
in human cognition. This can lead us to
overestimate people’s ability to grasp
numbers. This does not mean we should
give up on rationality; it just means that our
efforts to present numbers must be mindful
of the limits of rationality and work within
those limits.

Most of our thinking falls in the first category, “automatic,”
for simple reasons of biology: “controlled” thinking takes
alotof energy.
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THE FOUR BUILDING
BLOCKS OF BETTER
COMMUNICATION

We, as people, are inherently limited in

our ability to grasp numbers. Numbers,

by themselves, are abstract concepts.
Abstractions require effortful thinking.

This is why young children are taught to
count objects, like fingers and toes. This
makes the numbers more concrete. The
numbers that public finance officers need
to communicate often go well beyond what
can be accommodated by fingers and toes.
Large numbers can become abstract, so
their full meaning is not well understood. To
take one example, consider the phenomena

of "psychological numbing.” This means that

the higher a number gets, the less sensitive
we get to that number. To illustrate, some-
one might drive from one appliance store
to another store across town if they discover
the other store offers a sale of $10 off on a
$40 toaster. But that same person would be
less likely to make the trip if they discovered
they could save $15 on a $1,400 television.
Logically, they should make the trip. If the
trip is worth $10, then it is also worth $15.

But due to psychological numbing, the
difference between the sale price and
the full price doesn't feel as great for the

television. Many public finance officers have

witnessed a similar situation when an elected

body spends a lot of energy debating a
small change in a minor budget line item

but soon after approves a multimillion-dollar

capital project with minimal discussion.

The essence of dealing with psychological

numbing and other impediments to under-

standing numbers (especially large numbers)

is to take a cue from our childhoods and

transform numbers into a human experience.

We can do better than fingers and toes,
though. Making Numbers Count suggests
four basic building blocks for transforming
numbers into a human experience:

¢ Translate numbers to human scale
¢ Help people grasp your numbers
¢ Catalyze action with emotional numbers

e Build a scale model.

continued page 15
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The sparse historical track
record of large numbers

The authors of Making Numbers Count
point out that “most languages in the
world and throughout history have names
forthe numbers 1, 2, 3, 4,and 5. But after
that, the supply of numbers with names
runs dry, and the language is forced to
resort to a generic word such as ‘lots’ for
all the other numbers—from 6 and 7 on
up....” This shows that large numbers are
not instinctive to the human mind.
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2024 ANNUAL CONFERENCE -
SAVE THE DATE!

The NYGFOA 2024 Annual Conference

is set for April 17-19 at the Albany Marriott.
Check out the Conference Overview page
on the NYGFOA website. Conference
registration will open in November.

2024 SCHOLARSHIP OPPORTUNITIES
AVAILABLE - APPLY BY DEC. 1, 2023!

Professional Development Scholarship:
The NYGFOA Professional Development
Scholarship Award was created to allow

public sector members who have not
previously attended the Annual Conference
and who would not be able to attend
without financial assistance, the chance

to attend. Each award covers the cost

of registration and two nights at the
conference hotel.

Stanley M. Schoenfeld Memorial Scholar-
ship: The NYGFOA Stanley M. Schoenfeld
Memorial Scholarship Award, named for
one of NYGFOA's founding members and
its first treasurer, was created to encourage

students to pursue a career in government
finance.

The scholarship, awarded annually,

is available for NYGFOA public sector
members and their employees who are
accepted in an associate’s, bachelor’s

or master's degree program and are
planning to advance their career in state
or local government finance. Applicant
must be currently enrolled or accepted
into an associate’s, bachelor’s or master's
degree program in accounting/ govern-
mental accounting, business administration,
finance, economics, or public administra-
tion/affairs at a college or university in
New York State. Full and part-time
students are eligible.

REGIONAL EVENT CALENDAR
AVAILABLE

The Association’s Regional Councils have
set their training event/seminar schedules
for the remainder of 2023. Programs for the
Fall and Holiday seminars are available on
the NYGFOA website at https://nysgfoa.
org/event-calendar.

Save the date(s) for your region’s events
today (you can also find them on the last
page of this issue of the Newsletten)!

DEBT MANAGEMENT TRAINING
SET FOR NOVEMBER

The Advanced Debt Management
Workshop, a component of the Advanced

Level of the Government Finance Institute
(GFI), is being offered in two parts via

Zoom in November.

Click here for full details and to register.

2024 MEMBERSHIP RENEWALS
COMING IN NOVEMBER

As you plan your entity's 2024 fiscal

year budget, don't forget to include
NYGFOA membership! The opportunity
to renew your membership for 2024
opens in November.

RFP NOTICES AVAILABLE ON
THE NYGFOA WEBSITE

Members can now have their entity’s
government finance related Request

for Proposals (RFPs) posted on the
NYGFOA website, RFP Notices
webpage (https://nysgfoa.org/resources/

rfp-requests). We have added this service
(no cost for members) to provide your
entity’s RFPs with greater exposure. There
is a nominal charge for non-members.

If you have an RFP you wish to have
posted, please email Executive Director
Maura Ryan at ryan@nygfoa.org with the
link to the location of the RFP on your
website (preferred) or provide a PDF

of the RFP.

EMPLOYMENT OPPORTUNITIES

In addition to the sampling of
Employment Opportunities included
in this issue of the Newsletter, the
Association maintains a full listing of
career opportunities at nygfoa.org.
The Employment Opportunities web-
page is one of the most visited pages
on nygfoa.org!

This page is a free service for enti-

ties which have at least one NYGFOA
member. If you are interested in posting
a government finance related career
opportunity on the page, please contact
Executive Director Maura Ryan at
ryan@nygfoa.org.

RESOURCE LIBRARY AVAILABLE

An Association member benefit is

exclusive use of the online Resource

Library. It is here where you can find sample
policies, RFPs, and other useful government
finance tools. NYGFOA staff continues to
update the library with new materials.

We are always looking for current
policies and RFPs to share in the Library.
If you have a policy and/or RFP to share,
reach out to Fred Shellard, Director

of Professional Services at
shellard@nygfoa.org.

continued page 29
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SAFETY THAT PAYS
DIVIDENDS

Since 1981, NYS Public Entities
Safety Group 497 has been providing
Workers' Compensation Insurance to
New York's Public Entities.

Safety Group 497 works with public
2ntities to reduce workplace accidents,
ontrol claim costs, and provide a
inancially secure insurance market.

awresult, we have been able

to returffever $70 Million in

dividends to%ﬁﬁty Group
497 members ov e past

38 consecutivey

Safety Group=

nysgroup497.com
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FROM THE STATE LEVEL

EMPLOYER RETIREMENT CONTRIBUTION
RATES FOR 2024-25

Employer contribution rates for the New York
State and Local Retirement System (NYSLRS) for
State Fiscal Year (SFY) 2024-25 are available.

Employers average contribution rates will
increase from 13.1% to 15.2% of payroll for the
Employees’ Retirement System (ERS) and from
27.8% to 31.2% of payroll for the Police and
Fire Retirement System (PFRS).

OSC GUIDANCE ON SBITAS AVAILABLE

The Office of the State Comptroller (OSC) has
issued accounting and financial reporting

guidance for subscription-based information

technology arrangements (SBITAs).

The guidance also illustrates how local govern-
ments and school districts will need to account
for and report SBITAs in the Annual Financial
Report (AFR) and the ST-3.

PENSION AMORTIZATION REFORM

The SFY 2024 Budget made amendments to

the State Retirement System’s Contribution
Stabilization Program. The amendments now
make it easier for those in the program to access
reserve funds, reduce the maximum amount
that an employer can place in reserves, and
allow employers to exit the Contribution

Stabilization Program or the Alternative
Contribution Stabilization Program. Employers
wishing to exit the programs are required to
have all prior year amortizations (including
interest) paid in full and are subject to
approval by the State Comptroller.

CIVIL SERVICE REFORM

A concern expressed by NYGFOA members

has been the difficulty in recruiting qualified
candidates for open finance positions. This year's
State Budget provides for the expanded use of
continuous recruitment examinations by the State
and municipal civil service commissions for certain
positions. Not only will candidates for eligible
positions not have to wait for an exam to be
offered, but the exams can be conducted online
and scored immediately.

In addition, the State is required to waive the
application fee for examinations held between
July 1, 2023 and December 31, 2025. Municipal
Civil Service Commissions could also choose to
waive the application fee at their discretion.

BONDING FOR LEAD SERVICE LINES

The State Budget amended the NYS Local
Finance Law by establishing a 30-year period
of probable usefulness (PPU) for lead service
lines. This amendment permits lead service line
replacement projects to be eligible for certain
kinds of funding and financing as required by

Accountable

Responsible  Knowle able

OUR MISSION

the terms and conditions of the federal Bipartisan
Infrastructure Law.

TAX CAP INFORMATION

One of the primary components local govern-
ments and school districts utilize in determining
the real property tax levy cap for their ensuing
fiscal year is the inflation and allowable levy
growth factor. The following are the inflation and
allowable levy growth factors for municipalities
with fiscal years through March 1, 2024.

o QOctober 1,2023 Fiscal Year Start 2.00%
e January 1,2024  Fiscal Year Start 2.00%
o March1,2024  Fiscal Year Start 2.00%

The Office of the State Comptroller does not
establish the allowable levy growth factor. The
factor is based on a specific calculation that is
prescribed by law and further clarified by the
NYS Division of the Budget in the Tax Cap
Guidance Document. As a service to local
governments and school districts, the Office of
the State Comptroller performs the computation
to ensure consistency and to mitigate errors.

Information on tax base growth factors,
another component in the tax levy cap formula,
for counties, cities, towns, villages, and special
districts with fiscal years beginning in 2024 are

available and provided by the NYS Department
of Taxation and Finance.

The mission of NYGFOA is to strengthen the capacity of government finance professionals to manage public finances effectively and

responsibly and to use the collective knowledge and expertise of its members for the public benefit by enhancing government efficiency

and accountability throughout New York State.
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Al is Here. How Will Government Use It —

and Regulate It?

By Donald F. Kettl

It is hailed as the next wave of transformative technology, but artificial intelligence’s

market growth and rapid deployment raise a host of issues, from safety to privacy to equity.

The rise of artificial intelligence (Al)
technology has significant implications

for state and local governments. One of
the main implications is the potential for
Al to improve the efficiency and effective-
ness of government services. For example,
Al-powered chatbots can provide 24/7
customer service for citizens, while machine
learning algorithms can analyze large
amounts of data to identify patterns and
insights that can inform decision-making.

Additionally, Al can be used to automate
routine tasks, such as processing paper-
work and data entry, freeing up govern-
ment employees to focus on more complex
and value-added tasks. However, there

are also concerns about the impact of Al

on jobs and privacy, and governments

will need to consider these issues as they
implement Al-based solutions.
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Analysts hail Al as the next wave of
technology. So, | tried it out with the new
chatbot, ChatGPT. | asked it to tell us about
the implications of Al for government and
federalism, and the bot wrote the first two
paragraphs above.

The result: Not too bad. In fact, it might

be difficult to distinguish between the
chatbot'’s contribution and lead paragraphs
by a human writer. The paragraphs could
use some good editing. There are missing
pieces, like just what those “more complex
and value-added tasks” might be. But,

on the whole, they are not bad, and they
pretty neatly encapsulate the promise and
the possible pitfalls of this rapidly develop-
ing technology, not only in our daily lives
but also for government at all levels. And
they raise, at least obliquely, the issue of
how this technology should be regulated
and by which level of government.

The Al opportunities are growing faster
than we can keep up with them. For
example, Boston Dynamics has developed
an Al-powered robotic dog named Spot.

It can deal on its own with complicated
tasks, such as traversing unfamiliar terrain
and figuring out how to open doors,
instead of having an operator walk it
through each step in the process. In
dangerous situations, deploying Spot
instead of police officers can potentially
be a real life-saver.

To demonstrate what its robots can do,
in fact, Boston Dynamics demonstrated

Spot for 60 Minutes” and it also produced
a video of dancing dogs that pulled in a lot

of views. New York City's police depart-
ment was impressed enough with Spot that
it leased one of the robots for a test.

“This dog is going to save lives, protect
people and protect officers, and that's

continued page 22
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LONG ISLAND POWER AUTHORITY
(Nassau County)

Accounts Payable Supervisor
Annual Salary: $64,500 to $82,000

Duties & Responsibilities: The Accounts Payable
Supervisor is responsible for, but not limited to,
the day-to-day operations of the accounts payable
management and payment activities of the
Authority, analyzing and reviewing the Authority’s
property tax payments and property assessments,
reviewing overall processes and procedures,
implementing improvements and efficiencies as
required, and supporting ad-hoc analysis of an
accounting-related requests.

Education & Experience Requirements: Qualified
candidates will have five years of professional
experience in an accounts payable or account-

ing department with supervisory experience.
Candidates should also have extensive knowledge
of accounting and management principles and
accounts payable procedures.

How to Apply: Interested parties should submit

their cover letter and resume to Barbara Ann Dillon,

Director of Human Resources and Administration,
at 2023Acctspayablesupervisor@lipower.org.

VILLAGE OF WARWICK (QOrange County)
Secretary to the Planning Board
Annual Salary: Commensurate with experience

Duties & Responsibilities: The position includes
processing of applications, collection of fees,
agenda preparation, attendance at meetings,
recording and typing minutes, research of planning
and zoning inquiries, record keeping and other
clerical work for the planning, zoning, and building
department, including the architectural historic
district review board (AHDRB).

Education & Experience Requirements: Minimum
qualifications: (1) Graduation from high school or
possession of a high school equivalency diploma
and two years of clerical work experience OR (2)
Four years of clerical experience in a municipal or
government agency.

How to Apply: Resumes, including cover letter
and salary requirements, may be emailed to
clerk@villageofwarwick.org or mailed to the
Village of Warwick, Attn: Village Clerk, P.0. Box
369, Warwick, NY 10990.

Employment Opportunities

NYC HOUSING DEVELOPMENT CORP.
(New York City)

TWO LISTINGS
EVP for Asset Management/REMIC
Annual Salary: $230,000 to $240,000

Duties & Responsibilities: As a senior leader with
the agency, the Executive Vice President for Asset
Management & REMIC helps set the strategic
direction for the nation’s largest municipal housing
finance agency. The role is responsible for ensuring
that the Corporation’s housing portfolio is fiscally
and physically sound, professionally managed, and
compliant with affordable housing requirements.
The EVP manages staff under the Asset Manage-
ment Department, HDC's largest division, and
represents HDC to external partners, City agencies,
City Hall, and national groups.

Education & Experience Requirements:
Required qualifications include:

* An undergraduate degree in business, real
estate, engineering, finance, or a related field.

e Minimum of ten years or more of recent
supervisory experience in affordable housing,
including at least five years of experience in a
senior-level asset management role.

* Experience working with IRS, Housing Finance
Agencies, Public Housing, HUD, and other
funding agencies.

* Knowledge of applicable local and federal
housing laws including Fair Housing and
Landlord and Tenant laws.

* Strong analytical skills, finance, and manage-
ment knowledge necessary to oversee essential
areas of the agency including knowledge of
housing management, asset management,
subsidy programs and quality control and
compliance.

How to Apply: Submitted resumes must be
accompanied by a cover letter. Please email your
cover letter and resume to jobs@nychdc.com or
fax to (212) 227-6816.

Director of Accounting
Annual Salary: $130,000 to $140,000

Duties & Responsibilities: The Director of
Accounting works closely with the Senior Vice
President and Controller in the everyday manage-
ment of the accounting department, its staff, and
its interaction with all departments throughout

the Corporation. The Director of Accounting
demonstrates the ability to think proactively as the
department implements new and complex financial
transactions, software, accounting standards, and
reporting requirements.

Education & Experience Requirements:
Required qualifications include:

* BA/BS in Accounting with a minimum of 8 years
of relevant experience in the accounting field.

* Proficiency in accounting principles; knowledge
of GASB a plus.

* Experience in managing a large staff for
a minimum of 5 years.

How to Apply: Submitted resumes must be
accompanied by a cover letter. Please email your
cover letter and resume to jobs@nychdc.com or
fax to (212) 227-6816.

CITY OF ITHACA (Cayuga County)
City Manager
Annual Salary: $160,000 - $185,000 a year

Duties & Responsibilities: The City Manager
position is a new role in Ithaca, and the candidate
will have the unique opportunity to set a precedent.
Acting as the chief executive officer of city
government, the City Manager will report to the
Mayor and Common Council and work alongside
these elected leaders to meet the needs of the
community through the efficient and effective
delivery of essential public services.

Education & Experience Requirements: Minimum
qualifications include previous experience in local
government, management of professional staff,
and experience with public sector budgeting.

How to Apply: This position is considered open
until a final selection is made. Candidates are
strongly encouraged to apply by 09/15/2023.
Expressions of interest should be sent via email
and should include a cover letter, resume, and

list of three (3) references. Pracademic Partners

is assisting the City of Ithaca with this executive
search. All materials should be sent, in confidence,
to: ian@pracademicpartners.com with the subject
line: City Manager - City of Ithaca.

continued page 29
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Munistat

Municipal Financial Advisory Service
Since 1977

12 Roosevelt Avenue
Port Jefferson Station, NY 11776
631-331-8888
www.munistat.com

Michael J. Loguercio, President
Noah Nadelson, Chief Executive Officer
Thomas Cartwright, Vice President
Joseph Nocerino, Vice President

Certified Members of the National Association of Municipal Advisors

NAMA

NATIONAL ASSOCIATION OF MUNICIPAL ADVISORS

Assisting Municipalities and School Districts in All Aspects of
Capital Project and Cash Flow Financing

Pre and Post-Vote Financial Planning
Bond and Note Sales
Rating Agency Reviews
DASNY, EFC, IDA and Other State Agency Bonds
Lease Financings
Secondary Market Disclosure
Multi-Year Financial and Capital Planning
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Five Years After the Wayfair Ruling,
States’ Reliance on the Sales Tax Grows

By Liz Farmer

But while the sales tax has
brought in billions of dollars for
state and local governments,
businesses find the patchwork
of rules burdensome.

Five years ago, the U.S. Supreme Court
issued one of the most significant rulings
for state and local government finance
ever. The court’s decision in South Dakota

v. Wayfair overturned a two-decade-old
ruling and paved the way for states and
localities to collect taxes on remote sales.

Calling the old precedent “flawed” and
"removed from reality,” the 5-4 decision did
away with the notion that governments can
only collect sales taxes on purchases made
from retailers with a physical presence in the
state. In doing so, the court overturned two
previous rulings that predated the world of
e-commerce and agreed with South Dakota
that an economic presence — not a physical
one — should be the basis for taxing a sale.

The timing of the 2018 decision was
fortuitous, coming just ahead of the
pandemic when state sales tax revenues
would skyrocket as consumers turned to
online shopping amid stay-at-home orders.
Thanks to that shift and federal stimulus

money, state sales tax revenues jumped by
10% in fiscal 2021 and by nearly 14% in 2022.

Now, as other types of revenue are slowing
significantly, sales taxes are holding steady.
According to the latest figures from the
Urban Institute, inflation-adjusted state

tax revenues fell by nearly 6% through

the first 10 months of the 2023 fiscal year.
The decrease is entirely driven by falling
corporate and personal income tax revenue.
Sales tax revenues, on the other hand,
inched up by one-tenth of a percent.

”As consumers have slowly shifted to
spending more on services and less on
goods, the Wayfair decision has helped
states maintain strong levels of sales tax
collections,” noted Brian Sigritz, director
of state fiscal studies for the National
Association of State Budget Officers.

While there's no way to determine the exact
revenue impact of Wayfair, it's well into the
billions. A U.S. Government Accountability

Office report last year found that states
collected at least $23 billion from remote

sellers in 2022. Before the pandemic
shopping surge, the 2019 total was just
under $7 billion. And before the ruling

and most remote sales tax laws took effect,
the total was half that amount.

Sovos, a consulting firm that sells sales tax
solutions, recently released a report that
found a 3.4% increase last year in the
number of local jurisdictions that implement
a sales tax. In addition, sales tax revenue as
a share of state budgets continues to grow.

“The ability to collect from e-commerce

at the precise moment when e-commerce
spiked, | think changed the way a lot of
states look at the sales tax,” said Chuck
Maniace, author of the report and the vice
president of regulatory analysis and design
at Sovos. "To me, that's why we're seeing
this increased reliance.”

continued page 18
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2023 LEGISLATIVE UPDATE

By the NYGFOA Legal and Legislative Committee

The NYGFOA Legal and Legislative Committee develops and follows legislation impacting government finance officers in the state. Below is a listing of recent

2023 legislation which have been enacted into law or are awaiting delivery to the Governor for consideration:

ENACTED LEGISLATION

Open Auction Bond Sale Pilot Program
Extender - A.6565 (Thiele): This law extends
the electronic open auction bond sale pilot
program for two years which authorizes certain
municipalities to conduct electronic open auction
bond sales through electronic securities bidding
services approved by the State Comptroller.
Municipalities which may participate in this
program include cities with a population of one
hundred thousand or more that have issued at
least $25 million in bonds within one of the past
three years.

(Chapter 297, effective August 23, 2023)

Expansion of Prevailing Wage - 5.4887
Gianaris): Enacts the "Roadway Excavation
Quality Assurance Act,” and requires the
payment of prevailing wages for construction
work that requires a permit to open a street

and prohibits the issuance of permits without
confirmation of the payment of prevailing wages.
(Chapter 278, effective August 15, 2023)

Extension of Bond Provisions - S. 7065 (Ryan),

Extension of Financing of Certain Judgments -
A. 7408 (Ramos): Extends, until June 15, 2028, the
ability of local governments to finance judgments
related to certain tax proceedings including
certiorari and small claims assessment review.
(Chapter 164, effective June 30, 2023)

Electronic Bidding for Public Sales of Bonds -
S. 7363-A (Cooney): Extends, until June 1, 2028
the authorization for local governments to accept
bids and officers for purchase contracts, and bids
for public sales of bonds, by electronic format.
(Chapter 183, effective June 30, 2023)

AWAITING DELIVERY TO THE GOVERNOR

Removal of Waiting Period to Issue Indebted-
ness (NYGFOA Bill) - 5.5655 (Martinez): Would
remove the required one-year waiting period to
issue indebtedness to finance a capital project
when the planning costs associated with such
project are also financed.

PILOT Payments and the Tax Cap - A.1567
(McDonald): This bill would modify the way

S. 7066 (Ryan), S. 7067 (Ryan): These enacted
laws extend, until September 30, 2026, various

sections of the NYS Local Finance Law pertaining
to, statutory installment bonds (S. 7065), install-
ment loans and obligations (S. 7066),

and refunding bonds (S. 7067).

(Chapters 341, 342, and 343, effective
August 23, 2023)

Temporary Investments Extension for

Local Governments - (A. 7400 (Pheffer-Amato):
Extends, until July 1, 2026, current provisions

of NYS General Municipal Law pertaining to
permitted temporary investments for local
governments.

(Chapter 162, effective June 30, 2023)
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PILOT payments are treated so that their growth
does not negatively impact a municipality’s
ability to remain under the tax cap. Specifically,
this legislation would provide that the tax base
growth factor include increases in the assessed
value for those properties that are subject to

a PILOT agreement.

PPU for Broadband Infrastructure -

S.289 (May): Would authorize cities, villages,
counties and towns to contract indebtedness
for the purpose of acquiring, constructing,
or replacing broadband and related
telecommunication infrastructure pursuant
to General Municipal Law § 99-y and sets the
period of probable usefulness (PPU) for such
bonds at ten years.

Distribution of Fines from Speed Violation
Monitoring Systems in Work Zones - A.5606
Magnarelli): Would provide for revenue

sharing of speed violation fines to be distributed
between the State and the county, rather than
the State and the city, town, or village, within
counties that have established traffic and
parking violations agencies.

Civil Service Exam Announcements -

S.7273 (Webb): Would require the state civil
service department and municipal civil service
commissions to more broadly advertise upcom-
ing civil service examinations. Scheduled exam
announcements would be provided to BOCES,
high school, colleges, universities, and job
training programs.

Calculation of Final Average Salary - 5.4972
(Gounardes): Would clarify that localities who
had negotiated and purchased the 1 year Final
Average Salary (FAS) prior to the creation of
Tier 6 are able to retain the FAS for their Tier 6
employees, unless the employees are entitled to
a greater benefit under the 5 year FAS formula.

NYSHIP Coverage for Disability Retirement -
A.6806 (Pheffer Amato): The NYSHIP law would
be amended for covered persons waiving the

10-year minimum time period for any employee
who retires due to a disability, and are receiving
a disability pension from a retirement system,
and allow un-remarried spouses and dependents
to retain their NYSHIP coverage going forward.

continued page 20
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Fiscal Fluency Made Easy | continued from page 6

Translating numbers to human scale

Returning to sports statistics, one of the
reasons these statistics are understandable
is that they typically focus on individuals.
For example, we might look at the individual
player's performance over the course of

a game, like how many points a basketball
player typically scores in a game, or how
many yards a football running back gains.
Some statistics even focus on individual
plays by individual players, like a basketball
player's free throw shooting percentage

or a running back’s yards per carry.

The authors of Making Numbers Count
refer to this strategy as “focusing on one

at a time.” This helps make large and
otherwise abstract numbers more concrete.
Research has shown that adding even basic
context can reduce error rates substantially
when people need to recall facts. A simple
example in public finance would be to use
per-capita figures in place of grand totals.
For example, what is the cost per resident
to add a new public service? Another
example would be showing the impact

on the average household. For instance,

if we were to increase property taxes, what
would the impact be on the tax bill for an
average home?

Another strategy for translating numbers

to human scale is to “favor user-friendly
numbers.” Research has shown that the
human working memory can hold around
five to nine pieces of information.® A single
numerical digit (such as “2") would be

one piece of information. This is why, for
example, telephone numbers were originally
designed to be seven digits long (seven is in
the middle of five to nine digits). The impli-
cation for public finance is that numbers with
many digits take up more space in the audi-
ence’s working memory, making it difficult
for them to follow the larger message.

The authors of Making Numbers Count
advocate “rounding with enthusiasm” to
reduce the number of digits. For example,
$3,405,892 should become $3.4 million.
This reduces a seven-digit number to two,

ond

EXHIBIT 1

| USING WHOLE NUMBERS TO DESCRIBE FRACTIONS

Department

Percent of spending

For every $10 in the budget...

Police 36% $4
Fire 31% $3
Public Works 22% $2
Administration 11% $1

leaving more room in working memory for
other information.

Though numbers of less than “1" are not

as common in public finance, the same

rule applies. Percentages, for example, are
numbers of less than “1,” and the authors
of Making Numbers Count recommend
using whole numbers to describe frac-

tions, portions, and percentages. Exhibit 1
illustrates this concept by comparing the
percentage of total spending to the number
of dollars spent by each department for
every $10 in the budget. The second column,
expressed in whole numbers, gives a clearer
and memorable sense of the proportion of
the spending undertaken by each depart-
ment. It is true that some precision is lost,
and it would be up to the finance officer to
determine, in each case, if the loss in preci-
sion is counterbalanced by the increase in
comprehension for a wider audience. If the
precision is important, the finance officer
could still use whole numbers by showing
how much each department spends

per $100 in the budget. It would be the
same figures in both cases (for example,
36 percent for police versus $36), but the
whole numbers put the figures in a more
understandable context: percentages are
an abstract concept, but an audience can
readily imagine having $100 and dividing
it among the departments.

Help people grasp your numbers

When we say “grasp” numbers, the

use of a physical metaphor is not a mere
coincidence. Tactile sensations and involv-
ing the body in learning can greatly boost
understanding.® The authors of Making
Numbers Count cite a survey showing that
among 84 cultures, most related their units
of measurement to part of the body.” For
example, about half of the cultures have

a unit of measurement based on the length
of outstretched arms (called a “fathom”

in English).

continued page 21
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ARPA FUNDS REMINDER REGARDING PREMIUM PAY

By the U.S. Treasury

The COVID-19 public health National Emergency ended April

10, 2023. Now that the National Emergency has ended, SLFRF
may not be used for premium pay to eligible workers for work

performed after April 10, 2023. Recipients may continue to use

SLFRF funds to provide premium pay to essential workers for work

conducted before the termination of the National Emergency.

Aside from this change, following the end of the National
Emergency, recipients generally can continue to make investments

using their SLFRF funds without changes.

To learn more about how the end of the National Emergency
impacts SLFRF eligible uses, please see the SLFRF frequently
asked questions (FAQ #4.11). For information about the program,
please see The State and [ocal Fiscal Recovery Funds website.

For general questions, please email SLFRF(@treasury.gov.

unicipal

olutions, Inc. ™

Municipal Financial Advisors

OVER 90 YEARS COMBINED EXPERIENCE

with USDA Rural Development &
NYS Environmental Facilities Corp.
Loan & Grant Programs,
Administration and Reporting

From initial funding options and applications,
through design and construction phases, to
bonding and closing, we are here to assist you
with your financial needs.

~ Federal and State Loans and Grant applications,

NYS State Environmental Facilities Corporation
State Revolving Loan & Grant Fund (SRF)
Water/Sewer Infrastructure Improvement (WIIA)
Applications*Administration*Long-Term Closings

Assistance with MWBE Compliance

administration and long-term closings

~ Assist in obtaining short and long-term financing
via local banks and underwriters

~ Assist with Refunding older, high interest debt to
save on debt service costs

USDA Rural Development Program
Community Facilities, Water & Sewer
Low Interest Loan & Grant
Applications*Administration*Long-Term Closings

GRANT APPLICATIONS ARE NOW
OPEN AND WE’D BE GLAD TO HELP

Contact us for our very competitive rates & financing
options for your upcoming or existing projects.

Consolidated Funding Applications
CDBG, WQIP, SMSI, EPG, LGE, LWRP, ESD
Other Provided Services
ARPA Reporting, Water/Sewer Rate Schedules,
Debt Exclusion Orders, BANs-Bonds, Refunding Bonds

www.municipalsolution.com

Offices in Canandaigua and LeRoy, NY

585.768.2136
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GASB UPDATE

GASB ADDS PROJECT ON SUBSEQUENT
EVENTS TO ITS TECHNICAL AGENDA

The Governmental Accounting Standards Board
(GASB) recently added a project on accounting
and financial reporting issues for subsequent
events to the Board's current technical agenda.

The project will reexamine existing require-
ments in GASB Statement No. 56, Codlfication
of Accounting and Financial Reporting Guidance
Contained in the AICPA Statements on Auditing
Standards and evaluate ways to improve the
accounting and financial reporting for
subsequent events.

The reexamination will address issues that were
identified in pre-agenda research, including:

1. Confusion about and challenges associated
with applying the existing standards for
subsequent events,

2. Inconsistency in practice in the information
provided about subsequent events, and

3. The usefulness of the information provided
about subsequent events, with a focus on
clarifying how subsequent events are defined
and what information should be provided.

The project will also consider relationships with
other existing GASB standards and projects as
they relate to transactions or other events that
occur subsequent to the date of the financial
statements.

Pre-agenda research conducted by the

GASB staff found that subsequent events are
generally prevalent among governments and
related issues are relevant to a broad number of
governments. Research indicated the presence
of inconsistencies and misreporting in practice
in the accounting and financial reporting for
subsequent events. Guidance on subsequent
events in Statement 56 dates back to audit
literature from 1972 and has not been fully
evaluated for its effectiveness or consistency
with the GASB's conceptual framework.

The Board decided to add a project to the
agenda focusing on subsequent events after
carefully evaluating the staff's research findings
and taking into account the level of interest
from the Governmental Accounting Standards
Advisory Council, the GASB's advisory council,
which ranked the project highly during its annual
project prioritization.

UPDATE ON REPLACEMENT OF LONDON
INTERBANK OFFERED RATE (LIBOR)

In April 2022, GASB issued Statement No. 99,
Omnibus 2022, which stated that for purposes
of applying paragraphs 35-38 of Statement
No. 53, Accounting and Financial Reporting for
Derivative Instruments, as amended, the London
Interbank Offered Rate (LIBOR) is no longer an
appropriate benchmark interest rate for a
derivative instrument that hedges the interest
rate risk of taxable debt when LIBOR ceases

to be determined by the ICE Benchmark
Administration using the methodology in

place as of December 31, 2021.

As of July 1, 2023, the ICE Benchmark
Administration ceased publishing any LIBOR
setting using the methodology in place as of
December 31, 2021. As a result, as of July 1, 2023,
LIBOR is no longer an appropriate benchmark
interest rate for a derivative instrument that
hedges the interest rate risk of taxable debt

for purposes of Statement 53.

More information on LIBOR is available on the
ICE Benchmark Administration’s website,
https://www.ice.com/iba/libor.

ADDITIONAL GUIDANCE AVAILABLE TO
ASSIST STAKEHOLDERS WITH APPLICATION
OF GASB PRONOUNCEMENTS

GASB has issued implementation guidance

in the form of questions and answers intended
to clarify, explain, or elaborate on certain
pronouncements.

Implementation Guide No. 2023-1,
Implementation Guidance Update — 2023,

contains new questions and answers that
address application of GASB standards on
leases, subscription-based information
technology arrangements, and accounting
changes. The guide also includes amendments
to previously issued implementation guidance
on leases.

GASB periodically issues new and updated
guidance to assist state and local governments
in applying generally accepted accounting
principles (GAAP) to specific facts and
circumstances that they encounter. GASB
develops the guidance based on:

* Application issues raised during due process
on GASB pronouncements,

o Application issues identified during the first
stage of the GASB's post-implementation
reviews of the leases standards,

e Questions it receives throughout the year, and

* Topics identified by members of the
Governmental Accounting Standards Advisory
Council and other stakeholders.

The guidance in Implementation Guides is
cleared by the Board and constitutes Category B
GAAP. The guide is available to download free of

charge on the GASB website, www.gasb.org.
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Five Years After the Wayfair Ruling, States’ Reliance on the Sales Tax Grows | continued from page 13

Still a Burden on Businesses

But while states and localities increasingly
turn to the sales tax, businesses are
struggling to keep pace.

The ever-evolving updates to sales tax rates
and what can be taxed means businesses
need to keep track of rate increases, state
sales tax holidays, legislation that extends
the sales tax to more categories and bills
that exempt it from things like groceries

or feminine hygiene products.

Even the same product is treated
differently from state-to-state. Pennsylvania,
for example, exempts clothing, except for
formal apparel, items made from fake fur
and athletic apparel, while New York state
exempts clothing sold for less than $110.
Definitions of products get complicated

as well. Some states tax dried fruit as if it is
candy because the products contain added
sugar. Other states define dried fruit as
groceries and exempt them from taxation.

Some 24 states are members of the
Streamlined Sales and Use Tax

Agreement, an initiative established well
before Wayfair and aimed at simplifying
business compliance with state and local
sales taxes. Businesses that register with
SSUTA and sell to member states can have
their software-related costs reduced and
certain remote sellers can even have

them eliminated.

But the initiative has only gained one new
member since the ruling and large states
like California and New York are not part of
it. Scott Peterson, vice president of U.S. tax
policy and government relations at Avalara,
thinks that it hasn’t gained more momentum
because becoming a member could create
too many changes to a state’s sales tax
structure and hurt revenue.

Peterson, who previously served as the
executive director for the SSUTA Governing
Board, remembers when it took the group a
year to come up with a suitable definition for
candy. The final definition specifically
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excluded wheat products, which meant
states had to drop things like Twix bars and
Kit Kats from taxation. “That's honestly what
keeps most states out,” he said. “They can't
deal with the taxability changes.”

What's more, compliance costs can be
significant given the increased exposure

to state audits. This is particularly burden-
some for smaller businesses. In a separate
report last year, the GAO noted that large
organizations generally just incur an increase
in their compliance software costs.

"In contrast,” the report said, “a small
business with about $20 million in annual
gross receipts told us it incurred start-up
costs of about $8,000 to purchase new tax
collection software and $43,000 to integrate
the software with its existing systems.
Another business with about $42 million in
annual gross receipts reported spending
about $200,000 on software integration.”

No Simple Solution

The GAO recommended that Congress
work with states to “establish parameters”
that “balance state interests with the need
to address multistate complexities.”

At a Senate Finance Committee hearing
held in June, committee members
appeared to sympathize with small
businesses. “Family-owned furniture
makers, tool and die shops, clothing
boutiques — they shouldn't be forced into
spending big on sales tax consultants and
software,” said Oregon Sen. Ron Wyden,
the committee chair. “This committee

has a bipartisan interest in helping small

AW
- CHANGES .

businesses get ahead, and this is an
opportunity for us to lower their costs and
save a lot of headaches.”

But observers in the industry like Maniace
and Peterson doubt that Congress will
intervene in an area that's long been under
the control of states. They believe that states
will continue to whittle away at the issues

themselves.

Alabama and Texas, for example, have
created a way for remote sellers to pay a
single blended rate sales tax given that they
both have a lot of local taxing jurisdictions.
Other states have simplified the threshold
that determines whether a remote seller
has an economic nexus in that state.

Meanwhile, legislatures continue to adjust
sales tax laws and many states are turning to
an expanded sales tax in favor of reducing
their income tax rate and achieving other
policy objectives.

" Wayfair did not create complexity,”
Peterson said. "It exposed everyone to the
complexity that was already there.”

ABOUT THE AUTHOR: Liz Farmer is a fiscal policy expert, author of the newsletter Long Story
Short, and a consultant at Funkhouser & Associates. Her secret sauce is analyzing complicated

policy issues and writing about them in ways everyone can understand. Liz's work has appeared

in Forbes, Bloomberg, the Wall Street Journal, Route Fifty and other national publications. She

was also a four-year fellow at the Rockefeller Institute of Government writing about the policy

implications of the future of work. She can be reached at farmersfieldonline.gmail.com.
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CONDUCTING AN HR AUDIT

By Barbara DeMatteo

In this article, we want to discuss the benefits of an HR audit.

An HR compliance audit can help ensure that HR practices in
your entity abide by the multitude of frequently changing laws
and regulations. The compliance audit generally has two parts:

an evaluation of the organization’s HR policies, practices, and
processes, and a review of current HR data. Indicators of potential
problems include internal grievances filed, pending legal

complaints, and turnover and absenteeism rates.

An audit can help to avoid litigation. Most lawsuits can be traced

to issues relating to:

* Performance management, employee discipline, or termination.
* Prohibited attendance policies.

* [naccurate wage and hour or time records.

e Form [-9 errors.

Outdated federal and state labor and employment law posters.

¢ |nsufficient record retention.

HR audits help determine how work can be done more efficiently
or less expensively. For instance, the HR professional can help
improve their entity’s business position by comparing its HR
practices with those of other entities. Audits are particularly useful
in identifying areas in which the organization can benefit from
implementing technology or outsourcing certain functions to

remain compliant.

It is important for the HR professional to understand what
the potential risks are and then develop a business plan on the
implementation of new technology or outsourcing functions

that will help maintain compliance.

The best audits are done when you have control of your situation.
The worst audits are those prompted by a dreaded letter from

a government agency.

Once immediate needs have been addressed, an audit should
be scheduled so as to head off future problems.

Once the problem areas have been identified, clean up one issue
at a time, making it the best you can make it, then move on to the
next issue. Taking the time to get it right proves HR’s worth and
adds value to the entity.

Important areas to concentrate on when conducting an audit:

* Mistakes in administering federal or state family and
medical leave.

e Form -9 Employee verification errors.

* Failure to pay employees properly for overtime hours.
¢ Failure to onboard and train employees adequately.

* Missing legal deadlines.

* Out-of-date employee handbooks.

Self-audits are intended to be completely internal. However,

a viable option for entities to self-audit is to bring in an auditor
from outside the entity. Doing so could be beneficial because it
allows for a fresh pair of eyes to review the company information
and look for errors. It is not always necessary but can be beneficial
to gain an unbiased perspective on your entity’s activities.

ABOUT THE AUTHOR: Barbara DeMatteo is with Portnoy,
Messinger, Pearl & Associates, Inc. Barbara can be reached at

barbara@pmphr.com.
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NATIONAL GFOA UPDATES BEST PRACTICE RECOMMENDATIONS

Provided by GFOA of the U.S. and Canada

State and Local governments should adhere to appropriate guidelines for capitalization thresholds. Recommendations include establishing

a minimum cost and useful-life based thresholds to avoid the cost of capitalizing immaterial items, establishing a minimum threshold of

$5,000 for any individual item, and establishing a threshold of at least a two-year useful life for any individual item.

Click here to read more about this best practice and view additional recommendations.

2023 Legislative Update | continued from page 14

Lead Pipe Right-to-Know Act - 5.5512 (Rivera):
Would require public water systems to submit to
the NYS Department of Health a service line inven-
tory identifying the location, material composition,
and other details of all service lines connected to
its distribution system. Additionally, the legislation
would obligate those systems whose inventories
contain lead service lines to update the inventory

summary forms annually to reflect any service line
replacements.

If you are interested in learning more about

the Committee’s work or joining the Committee,
please reach out to the NYGFOA office. All
members in good standing are eligible to
participate on a standing committee.

Invest for success.
Invest for the future.

To follow other legislation being tracked by

the Association, please check out the Legislative
Resources page on the NYGFOA website at
www.nygfoa.org. From this page you can click on
a bill for full details and find the most up to date
status of a bill (the status of bills on the page
update in real time).

Invest for your community.

® @

NYCLASS

We are your local government

investment pool.

www.newyorkclass.org

The information presented should not be used in making any investment decisions. This material is not a recommendation to buy, sell, implement, or change any securities or investment strategy,
function, or process. Any financial and/or investment decision should be made only after considerable research, consideration, and involvement with an experienced professional engaged for the
specific purpose. Many factors affect performance including changes in market conditions and interest rates and in response to other economic, political, or financial developments. Investment
involves risk including the possible loss of principal. No assurance can be given that the performance objectives of a given strategy will be achieved. Please review the NYCLASS Information
Statement before investing. NYCLASS is not a bank. An investment in NYCLASS is not insured or guaranteed by the Federal Deposit Insurance Corporation or any other government agency.
Although NYCLASS seeks to preserve the value of your investment at $1.00 per share, it cannot guarantee it will do so. Past performance is not an indication of future performance. Any financial

and/or investment decision may incur losses.

20 | NYGFOA Newsletter | FALL 2023


https://www.gfoa.org/materials/capitalization-thresholds-capital-assets
https://nyassembly.gov/leg/?bn=S05512&term=2023
www.newyorkclass.org

Fiscal Fluency Made Easy | continued from page 15

Percentages are an abstract
concept, but an audience
can readily imagine having
$100 and dividing it among
the departments.

The lesson for public finance officers is to
use simple, familiar comparisons to help
people understand numbers. For example,
local government financial concepts can

be related to everyday personal or consumer
finance. You could compare the average
taxes paid per person to a common house-
hold expense like cable and streaming bills.
Or you could compare the price of

16 ounces of tap water to the cost of

16 ounces of store-bought bottled water.

Another readily understood basis of
comparison is time. The authors of Making
Numbers Count point out that we may not
know how far away our favorite coffee shop
is in miles, but we know how long it takes to
get there in minutes. In a local government
finance context, figures could be compared
to the amount of staff time a given amount
of money would buy: “That amount of
money would be enough to pay for two
full-time patrol officers for a full year.”

The common theme of these examples is
to relate numbers to common things and
experiences in everyday life.

Catalyzing Action with
Emotional Numbers

Sometimes a finance officer needs to inspire
action in others, and they may need to use
numbers to make the case — but actions
are more likely to be spurred by emotion
than logic. The finance officer can fuse the
logic of numbers with a presentation that
engages the emotional (“automatic”) part
of our thinking. Making Numbers Count
provides many potential techniques, but
before we review some of them, we should
recognize that catalyzing action with emo-
tional numbers poses a risk of treading into
ethical gray areas. This is because using

emotion in a presentation could be
perceived as manipulative if emotion is
used inappropriately.

The foundational technique for catalyzing
action with emotional numbers is to use

a vivid comparison to relate the number to
some other experience that looms large in
the minds of the audience. After the 2008
Great Recession, some creative public
finance officers would compare potential
new revenue problems to what the local
government experienced during the Great
Recession. This provided a visceral sense of

the scale of response that might be required.

Another foundational technique is to
subvert the audience’s expectations by
introducing an element of the unexpected.
Making Numbers Count suggests " category
jumping,” which means to pull the number
out of the category the audience normally
associates it with and put it in a new, unex-
pected context. Imagine a city government
that runs a water and sewer utility. The
utility is quite large and has a budget that
is comparable in size to the government's
general fund, but the utility tends to fade

into the background during budget
discussions. The finance officer believes
that the elected leaders should exercise
greater oversight of the utilities’ financial
performance to ensure their ongoing
viability. The finance officer could point
out that if the utilities were (in theory) their
own government, they would have a
budget equal to the city’'s general fund.
This unexpected way of thinking about
the utilities would help highlight their
considerable budget.

Another way to subvert expectations is

to establish a pattern and then break it.
Imagine that a survey shows that around

40 percent of a city's residents think they are
getting good value for their tax dollars from
city government. By itself, that might not
mean much and could be dismissed with

a bromide like: "Well, people just don't like
paying taxes.” However, real-life surveys
show that cities often have higher levels of
satisfaction, which doesn’t bode well for our
hypothetical city's ongoing relationship with
its taxpayers.t To help drive the point home,
the finance officer could share the results
from nearby cities with more average levels

continued page 25

The foundational technique for catalyzing action with
emotional numbers is to use a vivid comparison to
relate the number to some other experience that looms
large in the minds of the audience.
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Al is Here. How Will Government Use It — and Regulate It? | continued from page 10

our goal,” explained Frank Digiacomo,

a technical response unit inspector for the
department. It proved handy, for example,
in a hostage situation, where the NYPD's
robot, christened Digidog, was able to
take food in to the hostages.

But Digidog creeped out New Yorkers who
saw the mutt on patrol. Critics complained

that the robot was aggravating racial
conflicts and was being used as a “robotic

by a human, its use in Dallas nonetheless
fueled debate about just how artificial
intelligence could and should be used in
policing. Those debates spilled over to de-
tection systems such as police surveillance
of license plates, the linking of doorbell
cameras to police investigations and the
tracking of suspects through cellphone
pings. The Transportation Security
Administration (TSA) is testing facial
recognition at selected airports as an

surveillance ground drone,” as U.S. Rep.

Alexandria Ocasio-Cortez put it. Following
people’s complaints, New York sent
its robot back to the manufacturer early.

In Dallas, a robot — ironically, one intended
for bomb disposal — carried an explosive
to where a gunman was hiding and blew.
him up. While that robot was controlled

advanced system of identity checks, but
it's moving carefully because TSA officials
know the furor the system could trigger.

Not everything government might do
with Al invites such virulent feedback. In
customer service, for example, the public
sector can follow the lead of Amazon and
Domino's Pizza, which already provide rich

online, Al-driven assistance. Al can
accelerate document scanning and
processing. It can predict service needs,
from the pace of fire and EMT calls to
longer-term housing crises, and it can
help public employees navigate HR
benefits. By analyzing vast quantities of
data, it can identify the patterns in public
health crises. That's already proven

|u

invaluable as "a pandemic crystal bal

in predicting the spread of new
COVID-19 variants.

A New Industrial Revolution

The promises for both the private and
public sectors seem endless. Britain's
Chatham House think tank calls Al

“a technology which is likely to be as

continued page 26
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GOVERNMENT FINANCE 101:
COMPENSATING CONTROLS

Provided by the University of Florida Department of Finance & Accounting

Sometimes a small department has a limited
number of employees, making it difficult or
impossible to establish adequate separation
of duties. If this is the case, the unit needs to
establish compensating controls — controls
designed to compensate for the increased risk.

Compensating controls are typically less
desirable than separation of duties because
compensating controls typically occur after the
transaction is complete. In addition, it takes more
resources to investigate, correct errors, and/or
recover losses than to prevent the errors in the
first place. Therefore, compensating controls
should be viewed as a “last resort” and should
not take the place of separation of duties
when the staffing exists to make the
separation possible.

Most compensating controls take the form of an
additional or more in-depth review. For example,
if a department does not have someone to review
a transaction(s), then a leader (possibly a govern-
ing board member) would need to perform the
detailed review.

Here is an example of when a compensating
control should be instituted:

A single employee in a department has the

duties of accepting cash payments, recording the
deposit, and reconciling the monthly financial
reports. To prevent errors and/or fraud, additional
oversight is required. This means we need a
compensating control, such as the department
head or a governing board member performing

a review of the reconciliation or another depart-
ment performing the reconciliation. In some

cases, it is possible for two small departments

2\ \(LAF
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to “"swap” reconciliation duties to provide the
needed separation of duties that are not possible
within the department.

No matter the format the compensating control
takes, all compensating controls should:

1. Meet the intent of the original control

requirement.
2. Provide a similar level of assurance.

3. Go above and beyond the original control

requirements.

Why is #3 important? As discussed above,

a compensating control is never as good as
creating a control up front, so the compensating
control has “more to prove.” This means it needs
to go above and beyond the original control to
provide the same level of assurance.

For more information on the
Fund, please contact us at

nylaf@pmanetwork.com
nylaf.org | 866-996-9523 Option 2
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The information above, while not guaranteed as to accuracy or completeness, has been obtained from sources which we believe to be reliable. Opinions
expressed herein are subject to change without notice. This notice shall not constitute an offer to sell or the solicitation of an offer to buy, nor shall there
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securities law of any such state. Please refer to the NYLAF Information Statement for any questions at www.nylaf.org. © 2023 PMA Financial Network, LLC.
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Fiscal Fluency Made Easy | continued from page 21

of resident satisfaction and then highlight
their own city’s score: “Six of ten residents in
the City of X are satisfied with the value they
get for the taxes they pay to the municipal
government. For the City of Y, it is about
seven of ten residents. In the City of Z, it is
also seven of ten residents. But in our city,
only four of ten residents are satisfied with
the value of their tax dollars...or less than
half.” A pattern of about 60 to 70 percent
satisfaction is established with the first three
cities, and then our hypothetical city’s more
concerning score breaks the pattern.

A related technique is to highlight
"incomparables,” or to show how the
number of interest is radically different

from what could be reasonable comparisons.

An example in public finance could be the
rate of increase in expenditures. A high

rate of increase could make an object of
expenditures of moderate size grow to an
unmanageable size quickly. Imagine the
elected board is looking at several expendi-
ture categories of comparable size. One

of them has been growing so quickly over
the past number of years that, if the trend
persists, that expenditure category will
become much larger and stress the budget.

The finance officer could shift the focus
away from the absolute size of the spending
categories (which is comparable) and put
the focus toward the rate of growth (which
is incomparable).

An important technique is to make the
number personal to the audience. Imagine
a recession is coming and the finance officer
is forecasting a decline in revenue. The
finance officer recommends slowing down
hiring and freezing hiring for nonessential
positions to prepare for a time of lower
revenues. Because there hasn't been a
conventional recession in some time,’
department heads can't appreciate the
gravity of the situation and don't want to
change hiring practices. The finance officer
could point out the number of employees
each department would have to lay off if
they continued hiring as they have been
and if revenues decline as much as the
finance officer thinks they might. The
finance officer could then ask each depart-
ment head to think about who they would
lay off. Thus, an abstract problem (future
revenue decline) becomes a personal
concern for the department heads.

EXHIBIT 2 | PROPERTY TAX PER ACRE FOR DURANGO, COLORADO

Downtown Durango

Graphic courtesy of Urban3

-

South Durango

Another way to make the number personal
would be to help people touch and feel

the things that public money accomplishes.
For example, the City of Decatur, Georgia,
held an event where people could visit a fire
station and see the equipment; and the city
also included information about how the
public's tax money paid for the equipment.

Finally, numbers can be shown as a process
that evolves over time. For example, imagine
that a large school district has not been
keeping up on the maintenance of its school
buildings, resulting in emergency repair
costs. At a monthly management meeting,
the finance officer could point out the cost
of the unscheduled repairs that will be
incurred, if past trends hold, between now
and the next meeting. A similar example is
to highlight the cost of the unnecessary/
unproductive meeting by adding up the
cost of the staff time spent in the meeting.

Build a Scale Model

If you were told a house is 1,600 square feet,
you might have trouble envisioning how
large that is. However, if you were shown

a floor plan, it would be much easier. Not
only do scale models communicate well, but
people also find them inherently interesting.
Consider that maps and globes are often
used as decoration, without any use for
real-life navigation.

Maybe the best example of scale models
in public finance is combining financial
information with geospatial information.
Unlike most private firms or nonprofit
organizations, local governments are
firmly rooted to a defined geographical
area. This means some aspects of local
government finance are best understood
geospatially. The GFOA report, The Root
of Local Government Revenue, provides
several examples.® To take one example,
Exhibit 2 shows property tax per acre in
neighborhoods of the City of Durango,
Colorado. Much like a bar chart, the higher
an area is raised on the map, the more
revenue per acre it produces. We see on this

continued page 28
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Al is Here. How Will Government Use It — and Regulate 1t? | continued from page 22

transformative to human history as was
the Industrial Revolution.” Deloitte predicts
that by 2024 75 percent of governments

will be launching at least three enterprise
wide Al efforts.

But as illustrated by New York’s experiment
with Digidog, the spread of Al poses big
challenges. One of the great benefits of Al,
for example, is that it can learn quickly, but
the algorithms that produce the learning
are often hidden from users, so people can
worry that the machine is not treating them
fairly. And what about privacy in the use of
the vast amounts of data being collected?
My iPhone knows that most Saturdays,

| head off to the grocery store, and it knows
which grocery store | visit. When | head over
to Whole Foods, it remembers what | have
purchased. | am not worried about what
Whole Foods might do with my grocery list,
but | can understand why many people are
alarmed at the idea of government tracking
their habits and movements.

And it is not an unreasonable concern.
Government is lagging behind the private
sector in developing Al, so at least for
now much of government's use of the
technology is through those companies,
which means that the information can end
up in private hands and that regulating its
use will likely fall behind as well.

There is a dilemma baked into the
technology here. People are demanding
regulations for self-driving taxis, and they're
waking up to the racial inequality that
public health algorithms can bring. The

software managing waiting lists for kidney

transplants, for example, discriminated
against African Americans. The problem

is not that the algorithms are evil. It is that
they rely on data that fail to account for the
needs of everyone and that they do not
learn rapidly enough to correct underlying
problems of inequity and violations

of privacy.

A Regulatory Race to the Bottom?

The stakes here are high. Estimates of

the size of the Al market vary wildly, and

it's predicted to grow to more than

$1.5 trillion by 2030. Efforts to mitigate its
threats haven't kept up, McKinsey reports.
From asylum applications to criminal justice,
the risks are substantial.

Not only do we lack a policy for steering
Al, but we do not have a clear sense of
what issues most need regulation — or
who ought to do the regulating. The
temptation for a “race to the bottom” in
regulation is huge to lure a chunk of this
enormous market.

The ethical issues here are huge as

well, especially since Al systems learn for
themselves and what they learn will not be
apparent until the systems act. Once they
act, it can be very difficult to determine the
values that have been incorporated into the
systems. The more governments deploy

Al, the more they risk being complicit in

the problem.

Because the scale and the stakes are so
large, federal regulation makes the most
sense. One alternative, for example, would

be building federal “guardrails” in what
private companies do and how they do it.
Take autonomous vehicles, for example:
Federal standards have been elusive, and
responsibility has been left to the states.

A handful of them, including Arizona,
California and Michigan, have taken the
lead, but as is always the case, allowing the
states to shape policy can result in highly
uneven standards that can become captive
of big private innovators.

There are now 21 states that permit

autonomous vehicles. Another six govern
only autonomous semi-trucks, including
the practice of “platooning” — convoys of
18-wheelers bunched closely to each other
to cut wind resistance. The law in Arkansas
allows trucks to follow 200 feet behind
each other, compared with 500 feet in
Michigan, Nevada, and Wisconsin. What

is legal where is just a taste of the policy
confusion coming down the road.

Al might well be the biggest issue that is
attracting the least attention. Watching
Spot is a gee-whiz experience. But debate
over the larger issues of safety, privacy,
equity, ethics, and trust is lagging behind
the incredibly rapid development of Al
At least for now, the resolution of those
issues lies in the hands of state and local
policymakers.

ChatGPT has its own ideas about
regulation. And the bot gets it right with

a poem | asked it to write for us:

The states may not always agree
but federalism will always be Al’s key.

ABOUT THE AUTHOR: Donald F. Kettl, a columnist for Governing, is a professor emeritus and the former dean of the School of Public Policy
at the University of Maryland, College Park. Until his recent retirement, he was the Sid Richardson Professor at the Lyndon B. Johnson School
of Public Affairs at the University of Texas, Austin. He is a senior adviser at the Volcker Alliance and a nonresident senior fellow at the Brookings
Institution.

Kettl, who holds a Ph.D. and master's degree in political science from Yale University, is the author of several books, most recently
The Divided States of America: Why Federalism Doesn't Work (2020) and Can Governments Earn Qur Trust? (2017), and the co-author
of Bridgebuilders: How Government Can Transcend Boundaries to Solve Big Problems (2023).

He can be reached at Dfkettl52@gmail.com or on Twitter at @DonKettl.
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may visit our website at www.cs.ny.gov or email the Public Employer Liaison Unit (PELU)
for the New York State Health Insurance Program at PELU@cs.ny.gov.

Employee Benefits Division of the New York State
Department of Civil Service
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map that the downtown area produces more

property tax per acre than other areas of
Durango. This is due to the density and
quality of buildings found in the downtown
area. It makes the point that the local
governments of Durango should be mindful
of how land is used, as it has important
implications for the local government'’s
ability to fund public services.

MAKING NUMBERS COUNT
IN PUBLIC FINANCE

In this section, we will show how the
building blocks of Making Numbers

Count could be applied to common
communication challenges faced by

public finance officers. Before we jump

into the examples, we will note that
applying the ideas of Making Numbers
Count will require more effort and

creativity than conventional tables and
graphs. Therefore, we are not suggesting
that you apply these ideas to every number
you present. Rather, these ideas can be
applied to situations where the juice is worth
the squeeze, like high-profile, weighty issues
the audience especially needs to grasp.

CHALLENGE:
Describing the Value of Government

Government services have peculiar
characteristics that make it difficult for
individuals to appreciate the value they

are getting from the service."" For instance,
it is easy to appreciate the value one would
get from buying groceries but more difficult
to appreciate the value of paying for police,
fire, and emergency medical services for
community safety.

A solution could be to compare the value
of government to the value of a consumer
good. For example, the City of San Mateo,
California, provides public safety, public
works, library, parks and recreation, and
city administration services. (See Exhibit 3.)
The general government operating
budget is about $170 million. The city
serves 103,779 people living in 40,233
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EXHIBIT 3 | (RE)CONSIDERING THE OPERATING BUDGET

Consider the City of San Mateo’s General Governmental Operating Budget

$170 = 40K = $260

MILLION ANNUAL
OPERATING BUDGET

PAYS FOR PUBLIC
SAFETY, PUBLIC WORKS,
LIBRARY, PARKS/
RECREATION, AND MORE

households, and it also has sizable non-
residential constituency, equal to about

25 percent of the property tax base. So,

a single household's share of the operating
budget, after deducting the share of
commercial properties, comes to around
$3,200 annually, or about $260 per month.
This figure includes more than property
taxes and sales taxes; it includes all financial
contributions that households make to the
city government (for example, taxes, fees,
and more). We could then compare this to
other kinds of “operating expenditures”
that households make. Let's take entertain-
ment. According to the U.S. Bureau of Labor
Statistics, households spend about $300 per
month on entertainment. So, the total
financial contribution for essential services
like public safety, transportation system
maintenance, parks, and building safety
regulations is less than what is typically spent
on television/streaming, video games, movie/
concert tickets, and related expenditures.

Sometimes the value of government is harder
to measure because the benefits seem less
tangible than the benefits a consumer gets
from buying a private good. Fortunately,

HOUSEHOLDS
IN SAN MATEO

PER HOUSEHOLD
PER MONTH

S TO MAKE THIS NUMBER CONCRETE,
WE CAN COMPARE IT TO COMMON
HOUSEHOLD EXPENDITURES...

SUCH AS THE AVERAGE
HOUSEHOLD MONTHLY

ENTERTAINMENT BILL

there are many strategies to help with this
problem.'? First, check to see who has tried
to measure the value of that public service
before. Especially with the availability of large
language model artificial intelligence (such
as ChatGPT), it should be easy to find out
how other people have defined the value of
public services in the past. Next, you might
imagine what life would be like without
public service. What would the observable
differences be in the world? If there is any
observable difference, then it is potentially
measurable. Finally, it can help to break
down the problem into component parts
and think about the smaller components
rather than everything at once.

Let's apply these ideas to the problem of
central sewer services. It might be difficult to
communicate the monetary value of sewers
because there is no obvious private-sector
analogue. For example, one does not have
to make much of a conceptual leap to
compare tap water purchased from a water
utility to bottled water from a grocery store.
With sewer, it is not so easy.

continued page 30
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VILLAGE OF BUCHANAN (Westchester County)
Deputy Village Clerk/Treasurer
Annual Salary: Commensurate with experience

Duties & Responsibilities: The Deputy Village Clerk/
Treasurer must have municipal experience, prepare
weekly payroll, maintain the general ledger and all
accounts payable records as well as prepare journal
entries as needed and prepare the monthly bank
reconciliation.

Education & Experience Requirements:

Minimum qualifications include a bachelor’s degree
in accounting, finance, or closely related field with

at least one (1) year of specialized experience in
governmental accounting OR possession of a high
school or equivalency diploma and six (6) years of
experience where the primary function of the position
was financial recordkeeping and/or financial auditing,
including or supplemented by one year of experience
in governmental accounting.

How to Apply: Please submit a cover letter,
resume and salary requirements to Marcus
Serrano, Village Administrator,
mserrano@villageofbuchanan.com and
Cynthia Kempter, Clerk/Treasurer,
ckempter@villageofbucnanan.com.

Members can submit a government finance

employment posting free of charge by contacting

Maura K. Ryan, Executive Director, at ryan@nygfoa.org.

NYGFOA News | continued from page 7

NEED FEEDBACK? HAVE A QUESTION?
USE THE MEMBER FORUM!

An increasingly popular online resource

for members to ask questions and solicit
feedback is the Member Forum. When you
log onto the NYGFOA website, choose the
Forum option where you will find various
categories where you can post a request
for information or question. Members

who participate will see your question

and can reply.

Inquiries range from procurement
procedures to budgeting to accounting

Government Banking
with a local touch.

Local governments have local needs. Our Government

Banking experts can provide solutions that work for you
and your constituents. For more than 165 years, we have
invested in our local communities. We believe that good

Jim Sullivan
518.428.4944

omno

and internal control. If you do not have your
log-in information to access the Members
Only benefits of nygfoa.org, please contact
the Association office.

INTERESTED IN BECOMING MORE
INVOLVED IN YOUR ASSOCIATION?

Our Banking and Investment Management,
Accounting, Auditing and Financial Report-
ing and Legal and Legislative committees
have been proactively following government
finance related proposals and changes in
their respective areas and their impact

on members. The Committees are very

government and good business go hand in hand.
Contact your local NBT Bank Government Banker

for more information:

Jamie Reynolds
607.432.5126

i

focused on what matters
www.nbtbank.com

| Brendan Baxter
518.646.1751

Member FDIC

interested in having more members
participate and make their voices heard

on topics such as proposed accounting

and auditing standards, proposed changes
to State and Federal laws, and regulations
regarding debt disclosure continue to evolve.

If you are interested in learning more, please
email Fred Shellard, Director of Professional
Services at shellard@nygfoa.org. Member-
ship on one or more Standing Committee(s)
is open to all members in good standing.
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We could start with a query to ChatGPT

to nail down some of the benefits of central
sewerage. ChatGPT returned nine and,
following our principle of breaking a
problem into component parts, we'll focus
on just one: public health/sanitation.

It is not hard to imagine life without central
sewers; that's how life was in the United
States until the early 1900s. We can also
look to see who else has measured the
impact of sewers on public health. ChatGPT
points us to a 2006 study show that the
implementation of central sewers in the
United States resulted in an increase in life
expectancy of about 30 percent — or about
10 years. Living 10 years longer is something
that might be easy for people to appreciate.

We might be able to make the example
even better by comparing the cost of

sewer to another source of increased life
expectancy: modern medicine. According
to ChatGPT, a study from the Journal of
American Medicine showed that medical
advancements such as antibiotics, vaccina-
tions, and improvements in cardiovascular
disease treatment accounted for approxi-
mately a five-year increase in life expectancy
in the United States between 1960 and 2010.
ChatGPT tells us that the average monthly
premium for an individual health insur-

ance plan was $456 in 2020. This could be
compared to the typical bill for sewer utilities
(which was around $70 on average across the
United States). That's a pretty good deal!
Ten years of extra life for $70 compared

to five years for $450!
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There are many possibilities. For example,
many sewer utilities convert used water sup-
plies into fertilizer that is sold to commercial
users in the region. Perhaps those sales
could be translated to per ratepayer revenue
and consequent reduction in sewer bills.
This could then be compared to dividends
available by investing in a private company.

CHALLENGE:
Justifying Growth in the Budget

Stakeholders may have difficulty understand-
ing why costs are going up — and the need
to pay for those costs. This challenge could
be particularly germane to rapidly growing
communities, but inflation also puts upward
pressures on the budget that might need

an explanation.

One strategy would be to show how failing
to accommodate growth in the budget
would lead to diminished public services.
An easily understood example is class sizes
in public schools. For example: “If we don't
increase the budget to account for a grow-
ing school-age population, class sizes will
rise from 25 kids per classroom to 30. Put
another way, for every five kids that were in
a class before, there would be six.” Perhaps
a city government could explain the need to
expand roadways in a growing community
this way: “Nowadays, there are three cars
on our roads for every two there were
before. As a result, the average commute
time has increased by 15 minutes one way.
That is equal to spending 2.5 more hours
commuting a week, if you work a five-day
work week.”

The essence of dealing with psychological numbing and
other impediments to understanding numbers is to take
a cue from our childhoods and transform numbers into

Inflationary pressures could be illustrated

in a similar way but might focus on areas of
the budget that are susceptible to inflation
— the cost of fuel, for instance. A county's
finance officer might point out that an
annualized ten percent increase in fuel costs
means the county would lose the ability to
put one out of every ten sheriffs’ cars on

the road unless the budget is increased

to compensate.

Budget growth needs to be paid for
somehow. If tax or rate increases are being
considered, the finance officer could take
inspiration from our discussion of value and
compare the increased cost per household
for government services and what that

is paying for, and the increased cost per
household for common consumer items.
For example, perhaps if the audience
appreciates that the cost of a gallon of

gas at the pump is going up, it will be
easier for them to understand that the

cost of busing children to school is also

going up.

CHALLENGE:
Describing the Absolute Size
of the Budget

Regardless of any increases, the local
government budget commands a significant
amount of money. People may have difficulty
understanding how large of an operation

the local government is. One possibility
might be to compare the total revenue of
local government to that of notable local
businesses: “If our local government were

continued page 31
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a private company with the same revenues
we have today, we'd be a bigger business
than firms X, Y, or Z." Another possibility
might be comparing it to multiples of a
single firm that people know well: “If our
local government were a private business
with the same revenues we have today,
we'd be the equivalent of three Firm Xs.”

Another common problem is describing the
relative spending on different departments
within the government. A common solution
is the classic pie chart. Pie charts are subject
to a surprising amount of criticism from
graphic design experts,'*though we might
take inspiration from pie charts to come up
with a better solution. Imagine the audience
is the city council. They are likely familiar
with the layout of city hall. The finance officer
could ask them to imagine the floor plan

of city hall as the equivalent of the entire
budget and then apportion (imaginary)

floor space to each area of spending
according to the number of dollars spent.
The same idea could be applied to the
council chambers, with floor space in the
chambers apportioned to spending areas.
This might even allow the audience to physi-
cally walk through the spending proportions.
Or council members could be given actual
coins, and they would physically categorize
the coins into the departments.

CHALLENGE:
Encouraging Efficiency and
Cost Avoidance

Efficiency and cost avoidance are gener-
ally good things but often not very exciting.
Imagine the local government has the
opportunity to take some cost-saving
measures, and the finance officer wishes

to raise the profile of the opportunity.

They could express the potential savings in
person hours made available. The presenta-
tion would be more effective if the person’s
hours could be translated into some other
activity that the audience would find valu-
able. For example: “This project is estimated
to save $30,000 a year in the public works
department, which is the equivalent of 20
hours a week for a public works maintenance

EXHIBIT 4 | COMPARISONS THAT HELP EXPLAIN THE COST OF A LIBRARY

Consider San Mateo’s General Obligation Bond to Finance the Cost of its Main Library

MILLION PER YEAR
TOTAL PRINCIPAL
WITH INTEREST

‘M-*-*

COMPARE THE $37 TO THE
AVERAGE HOUSEHOLD
ANNUAL SPENDING ON

READING MATERIALS!

vs S0

HOUSEHOLD
PERYEAR

HDL.ISEHDLD
PERYEAR

Or Consider it By Month

857

A BEST-SELLING PAPERBACK
MIGHT COST AROUND $7 AND
TAKE ABOUT A MONTH TO READ

worker. Those are hours that could be used,
for example, by the graffiti removal program
to improve our response to graffiti to two
days instead of three.” This example

also reminds us to be mindful of the risks
and ethical gray areas of Making Numbers
Count. For example, if it is not realistic that
the saved hours could be used to accom-
plish graffiti removal (or whatever task is of
interest), then it would be unethical to imply
that they could.

CHALLENGE:
Communicating the Burden of Debt

Capital asset financing poses not just

the communication problem of the big
dollar amounts involved but also the long
time frame over which the debt used to
purchase the asset is paid back (30 years
is not uncommon).

One common communication challenge

is the cost of a new asset to taxpayers.

A communication strategy might be one
that brings costs to the individual level and
to a near-term time scale. For example,
what might the equivalent costs on a daily or
monthly basis be? Could that be compared
to some other relevant cost?

\//S
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HOWEVER, THE MONTHLY HOUSEHOLD

COST TO BUILD THE PUBLIC LIBRARY
IS A FRACTION OF THAT AMOUNT

S3

PER HOUSEHOLD
PER MONTH

Let's take an example from the City of

San Mateo. The city issued a general
obligation bond to finance the cost of its
main library. The total principal and interest
is $2 million per year, or about $37 per year
per household, or $15 per year per person in
San Mateo, after considering the tax
contributions from non-residential proper-
ties in the city. These figures could then be
compared to other costs that citizens incur
for reading. (See Exhibit 4.) For example,
according to the Bureau of Labor Statistics,
households spend about $110 per year on
reading materials, and a library seems like

a reasonable investment by that measure.
However, “amount spent on reading
materials” may still be rather abstract. We
could break the costs down to per-month
spending for the library bond, which is $3.10
per household, or about $1.20 per person.
This could then be compared to the cost of
buying the latest New York Times best-seller
or some other popular book. For example,
The DaVinci Code is one of the best-selling
books in the last 20 years, and you can buy a
copy for about $7. Let's assume it would take
a month to read The DaVinci Code. For a
fraction of the cost of the book, you could

continued page 34
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.~ CULLEN &
DANOWSKI, LLP

CERTIFIED PUBLIC ACCOUNTANTS

Municipalities Not-for-Profits
Corporations Individuals

What Sets Cullen & Danowski, LLP Apart?

Our years of experience? Our hard-earned expertise? The breadth of our services? Our attention
to our clients? These qualities are all undeniably, even vitally important. While we possess them
all, our defining and differentiating characteristics can be stated in two words: Present and
Accountable!

By present, we mean that Cullen & Danowski is with you, available to you and accessible when
you need us. When you work with us, you will have all of our years of experience and the depth
of our expertise at your disposal. We will be there to provide the ongoing resources to assist
you, by giving you sound advice, implementing change, and providing auditing, accounting,
tax, consulting services and anything in between, in a timely manner.

By accountable, we mean that we stand behind our work and our clients. Naturally, that means
we are meticulous about our work. Confident that it will stand up to any scrutiny from others,
because it has stood up to our own scrutiny.

This is what sets Cullen & Danowski apart and once you have had a chance to get to know us
and our work, we think you'll agree.

Clockwise from lefi:
Christopher V. Reino, CPA, CITP
Jill Sanders, CPA
Alan Yu, CPA
Don Hoffmann, CPA
Peter F. Rodriguez, CPA
Vincent D. Cullen, CPA (1950-2013)
James E. Danowski, CPA

1650 Route 112
Port Jefferson Station, NY 11776
(631) 473-3400  www.cdllp.net
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Ask the
Association

@We received an insurance settlement
based on a repair quote for a vehicle colli-
sion. Do we still need to follow purchasing
policy and obtain additional quotes?

QWe reached out to NYGFOA
members through the online Member
Forum and all replies noted that they follow
their municipality’s Purchasing Policy and
obtain quotes.

@We have an excess balance left in

the Tax Receiver's account at the end of
tax season. Our Tax Receiver is not able to
assist us in finding the reason for the excess
at this time. Has anyone had an in-depth
audit of the Tax Receiver's records? Our
financial audit does not cover the details
needed for this audit.

QA member shared the following
detailed response on the Member Forum:
Start your review with the Warrant and

the payments to the Town, County, and
balance due. Sometimes there is a simple
transposition error on one of the payments
resulting in the appearance that the entity
had not yet been made whole for

the warrant.

There is also the possibility of taxes

being turned over to the county as

unpaid that had truly been paid and not
properly recorded. A recommendation is

to have someone familiar with reconciling
accounts that is not part of the day-to-day
tax collection operations look at the issue
with a fresh eye before hiring a firm to audit.
If that does not help, hopefully an audit can
help find the source of the discrepancy. In

the end, the money will belong to someone.

@ We are working on addressing aged
outstanding checks for our Village. A hand-
ful of the checks were issued to retirees who
are now deceased. Is there a best practice
for managing this situation?

Q Although local governments are not
required to turn the funds over to the Office
of the State Comptroller, there are those
which do after a period of time (and good
faith efforts to return the funds are made).
Another option is for a municipality to make
a good faith effort to return the funds via
posting something on their website and/or
attempting to contact the parties. If after a
period of time (ex. 6 months) good faith
efforts have been exhausted, the funds
could be swept back into the respective
fund in which the check/deposit pertained
to as a refund of prior year expenditures

or other applicable code.

*Please Note: Legal cites in this column
are not to be construed as legal advice
or a legal opinion. Any legal questions
should be directed to an attorney, legal
department, or the Office of the State
Comptroller.

QQUESTIONS

Do you have a government finance
related question or searching for a
resource to help you in your job?
If so, please post your inquiry to
the online Member Forum on the
NYGFOA website (nygfoa.org)

or contact:

FRED SHELLARD

Director of Professional Services
(518) 465-1512
shellard@nygfoa.org
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build a library that would give you access
to every novel written by the author of The
DaVinci Code. Of course, this says nothing
of the many other services the San Mateo
library offers, from technology services (for
example, borrowing a tablet computer) to
assistance with filing federal income taxes.
And our example could incorporate these
services as well.

In another example, the annual debt service
for school buildings at Palm Beach County
Public Schools is $177 million (see Exhibit 5.)
The adult population in the public school
boundaries is 1.2 million. This equates to $98
per adult, or about $8 per month. Most adult
Americans consume at least some coffee,
and most consume two or more cups each
day. Whether buying from coffee shops or
making coffee at home, most Americans
spend at least $10 a month on coffee.™
Therefore, the cost of the average adult’s
monthly coffee (at least $10) is more than
enough to pay for their monthly share of
local school building construction.

Another option would be to show what

a debt repayment stream would add to

the average tax bill — or to compare the
added cost to the typical monthly mortgage
or rent, with the idea that housing and public
assets are both kinds of “capital spending”

a community requires.

CHALLENGE:
Communicating Insignificance

Up to now, we have considered the
challenges of communicating important
issues. But sometimes, public finance officers
have the opposite problem, in which a small,
insignificant issue becomes a distraction.

Of course, sometimes issues that don't

have big financial implications do have

big cultural, moral, or other implications

that are not easily quantified — we are not
suggesting that the finance officer dismiss
these issues as a distraction. But there are
cases where an issue that is truly insignificant
consumes time and attention for no good
reason. For example, at one city, which has

a $250 million operating budget, the council
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EXHIBIT 5 | COMPARISONS THAT HELP EXPLAIN THE COST OF SCHOOLS

Consider the Debt Service for School Buildings at Palm Beach County Public Schools
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would spend an inordinate amount of their
(and the staff's) time each year debating

a $10,000 contribution to a local nonprofit.
In cases like this, the finance officer has
good cause to redirect the conversation

to something more important.

This is a good opportunity to translate
money to time: “The amount we are
discussing is the equivalent to two months
of a single patrol officer’s time. In the
meantime, we have another issue on the
agenda that is the equivalent of the time of
six patrol officers — for an entire year each.”

THE ETHICS OF MAKING
NUMBERS COUNT

Using more “creative” presentations of
numbers does expose the finance officer
to risk, especially if the presentation is
designed to have an emotional impact.
For example, a presentation could be seen
as misleading or manipulative. These risks
can be managed, though.

The first point is to avoid misrepresentation.
Intentional misrepresentation is obviously
unethical, but numbers can be presented

in ways that introduce unintentional

PER PERSON
PER MONTH

=510

misrepresentation. For example, imagine a
government has a large, unfunded, accumu-
lated sick leave liability, and employees are
paid their unused balance when they retire.
To communicate the size of the liability, a
well-meaning finance officer compares the
size of the liability to the number of addi-
tional teachers, police officers, firefighters,
and more, who could be hired with that
money (as in, total size of liability divided by
average salary of a teacher). There are a few
problems with this demonstration. First, if
the liability were wiped away tomorrow, the
government would not then have access

to new funds to hire the additional staff.
Second, a liability like accumulated sick leave
is paid out over time (not everyone will retire
this year).

This means the time value of money must

be considered.’ So, the current burden the
liability places on the budget is less than
simply adding up the value of the current
amount of unused time. Finance officers can
test presentations with trusted colleagues
and ask them to play devil's advocate and
look for ways in which a creative presentation
could be misleading.

continued page 36
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EMPLOYEE RETENTION CREDIT

The Employee Retention Credit (ERC), sometimes

called the Employee Retention Tax Credit, or
ERTC, is a refundable tax credit for businesses
and tax-exempt entities that had employees and
were affected by the COVID-19 pandemic. The
ERC is a complex credit that requires careful
review before applying. The requirements are
different depending on the time period for
which you claim the credit.

The IRS has alerted businesses and tax-

exempt organizations of warning signs for
misleading scams involving the ERC. The IRS
recently released ERC FAQs that provide general
information about eligibility, claiming the credit,
recordkeeping and more.

See IRS YouTube video (also available in Spanish)
for further details.

ELECTIVE PAYMENTS OF CERTAIN CREDITS
UNDER THE INFLATION REDUCTION ACT

Tax-exempt and governmental entities,
including those that were generally unable to
use tax credits previously, can now benefit from
clean energy tax credits using new options
enabled by the Inflation Reduction Act of 2022.
Elective pay makes certain clean energy tax

credits effectively refundable. With elective pay,

NYGFOA CALL FOR TOPICS

for tax years beginning after December 31,
2022, an applicable entity that qualifies for an
applicable clean energy tax credit can choose
to make an elective payment election, which will
treat certain credits as a payment against their
federal income tax liabilities rather than as a
nonrefundable credit. This payment will first
offset any tax liability of the entity and any
excess will be refundable.

Applicable entities generally include tax-exempt
organizations, state and local governments,
Indian tribal governments, Alaska Native
Corporations, the Tennessee Valley Authority
and rural electric cooperatives.

The Internal Revenue Service has issued

proposed regulations describing rules and
definitions concerning elective payments for the
clean energy tax credits. The IRS has also issued

temporary regulations regarding the pre-filing
registration requirements for taxpayers planning
to make an elective payment election.

The pre-filing registration process must be
completed, and a registration number received,
prior to making an elective payment election

or an election to transfer eligible credits.
Applicable entities will need their own
Employer Identification Number (EIN) or

Tax Identification Number (TIN) to complete
the pre-filing registration process. Applicable
entities cannot use or borrow the EIN of a

related entity. The IRS is continuing to work to
implement the elective payment process and

will provide more information, including about
the pre-filing registration process, in late 2023.

For more information on elective pay, the IRS has

posted Frequently Asked Questions that provide

an overview and discuss eligibility, applicable
credits, steps for making an election, and other
rules. Additionally, the IRS has posted numerous
concise publications with key information about
elective pay specifically for various types of
applicable entities that may make an elective
payment election:

o Flective Pay Overview, Publication 5817 (PDF)

o Rural Electric Cooperatives, Publication 5817-A
(PDF)

o U.S. Territorial Governments, Publication
5817-B (PDF)

o Alaska Native Corporations, Publication
5817-C (PDF)

o Tax-Exempt Organizations, Publication 5817-D
(PDF)

o State and Local Government, Publication
5817-E (PDF)

¢ |ndian Tribal Governments, Publication 5817-F
(PDF)

o Clean Energy Tax Incentives: Elective Pay
Eligible Tax Credits, Publication 5817-G
(PDF)

Are there training needs you or your team has which you would like NYGFOA to consider offering? Would you like to be considered as

a potential presenter to share your knowledge and expertise on topics of interest to government finance professionals?

If so, click here to download a Call for Topics form you can complete and return. All suggestions and recommendations are considered on

a rolling basis.
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https://www.irs.gov/credits-deductions/elective-pay-and-transferability-frequently-asked-questions
https://www.irs.gov/pub/irs-pdf/p5817.pdf
https://www.irs.gov/pub/irs-pdf/p5817a.pdf
https://www.irs.gov/pub/irs-pdf/p5817b.pdf
https://www.irs.gov/pub/irs-pdf/p5817c.pdf
https://www.irs.gov/pub/irs-pdf/p5817d.pdf
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https://www.irs.gov/pub/irs-pdf/p5817f.pdf
https://www.irs.gov/pub/irs-pdf/p5817g.pdf
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For the second point, we turn to the role

of emotion in presentations. The finance
officer relies primarily on logical reasoning
and a reputation for trustworthy analysis to
get their message across. Emotion, though,
is a tool that a finance officer may need to
use at times. Emotion is an important part
of how people understand the world around
them. The finance officer can evaluate the
ethics of an opportunity to use emotional
communication by considering the
following questions:™

® Does the communication make a useful
contribution to the discussion about
public finance? For example, does it help
illustrate the gravity of a decision? Or
does it help people better understand
issues of sound public finance?

e Does the communication help move the
decision process forward? For example,
does it help highlight trade-offs or better
engage people in the discussion?

¢ |s the communication consistent with
a fair and accurate presentation of the
underlying data? Is it consistent with
the finance officer's own code of ethics?
(See gfoa.org/ethics.)

For example, WaterOne, a water utility near
Kansas City, Kansas, was concerned about
the affordability of water for low-income
households. To better emphasize what the
cost of water means to the individual, they
began showing their board what portion
of an individual’s disposable income is
consumed by water charges. This helped
better illustrate the importance of the issue
for low-income households as well as
provided a better basis for discussing
options WaterOne might have to help
low-income households. It was also an
accurate representation of WaterOne's

fee structures.

CONCLUSION

Numbers and the communication of
numbers are essential to the role of the
public finance officer. Ultimately, though,
the finance officer’s role is to help other
public officials make better decisions and
to provide assurances to the public that tax
money is being used wisely. But if public
officials or citizens can’t understand the
numbers, the finance officer will not succeed.
The strategies presented in this article can
help finance officers create the fiscal fluency
necessary for good conversations about
public finance and good decisions.

ABOUT THE AUTHOR: Shayne Kavanagh
is the senior manager of research for
National GFOA's Research and Consulting
Center. Shayne can be reached at
skavanagh@gfoa.org.

" Madeline Goodman, Robert Finnegan, R., Layla Mohadjer, Tom Krenzke, and Jacquie Hogan, Literacy, numeracy, and problem solving in technology-rich environments among U.S. adlults:
Results from the Program for the International Assessment of Adult Competencies 2012: First Look (NCES 2014-008). U.S. Department of Education, National Center for Education Statistics, 2013.

2 Chip Heath and Karla Starr, Making Numbers Count (Avid Reader Press/Simon & Schuster: 2022).

3 The best-known publication on this topic is: Daniel Kahneman, Thinking, Fast and Slow (Farrar, Straus and Giroux: 2011).

4 The authors of Making Numbers Count cite research conducted by Microsoft as part of search engine development.

> George Armitage Miller, “The magical number seven, plus or minus two: Some limits on our capacity for processing information,” Psychological Review, 63(2), 1956.

¢ Annie Murphy Paul, The Extended Mind: The Power of Thinking Outside the Brain (Mariner Books: 2021).

7 Kensy Cooperrider and Dedre Gentner, “The career of measurement,” Cognition, 191, October 2019; and Heath, C., & Starr, Making Numbers Count: The Art and Science of Communicating Numbers

(Avid Reader Press/Simon & Schuster: 2022).

& Michelle Kobayashi at Polco provided insights on typical scores cities might receive on such surveys.

? One could argue that the economic decline associated with COVID-19 was unconventional because of the cause, length, and unprecedented federal government response.

10 Joseph Minicozzi and Shayne Kavanagh, The Root of Local Government Revenues, GFOA, April 2022.

" In economics, these characteristics are known as non-exclusionary and non-rivalrous. The former means that it is not possible to exclude someone who doesn’t pay for the good from receiving the
benefit. For instance, a visitor to a town who hasn't paid any taxes can't be excluded from a public work service that keeps sidewalks well maintained and cleaned. Non-rivalrous means that one person’s
use of the service does not diminish the service for others. If | eat a meal at a restaurant, you can't also eat that meal, but we can both walk the same sidewalk to get to the restaurant.

12 The strategies here are inspired by: Douglas W. Hubbard, How to Measure Anything: Finding the Value of Intangibles in Business, 3rd Ed. (Wiley: 2014).

¥ You can read more about this in: Shayne Kavanagh and Daniel W. Williams, Informed Decision-Making Through Forecasting: A Practitioner’s Guide, GFOA, January 2017.

' Lark Allen, “2022 coffee statistics: Consumption, purchases, and preferences,” Drive Research, July 27, 2022.

'® The time value of money refers to the idea that a dollar received a year from now is worth less than a dollar received today. This is because of factors like inflation and opportunity costs.

16 Robert Bloomfield of Cornell University’s Johnson School of Management and ethicalsystems.org made significant contributions to this section.

36 | NYGFOA Newsletter | FALL 2023



Responsible | Knowledgeable \uounl able

REGIONAL SEMINARS

Downstate Fall Seminar
(Tomkins Cove) DEC

Long Island Fall Seminar P
(Farmingdale)
NOV Nuts and Bolts of Government .-
Finance (Zoom)
& Advanced Debt _
Management (Zoom)

ANNUAL2024-4

CONFERENCE

APRIL 17-19
ALBANY MARRIOTT, ALBANY

More Information can be found
on the NYGFOA website at www.nygfoa.org.

Western Holiday Seminar
(Rochester)

Long Island Holiday Seminar
(East Islip)

Downstate Holiday Seminar
(Ossining)

Virtual Holiday Seminar
(Zoom)



https://nysgfoa.org/

	Blank Page



