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Business incentive programs have existed in the U.S. at the state and local level for many decades, yet 

the benefit and cost information available to the public about them is very hard to find. In this age of "big 

data" and "transparency" in corporate and government policies, one would think this would not be the 

case. However, there is good reason for the lack of information. 

Neither the governments awarding the incentives nor the companies receiving them gain anything from 

full, public disclosure. As far as public perception is concerned, a company's image is not well served by 

revealing the value of the incentives it has secured, especially if there are discretionary incentives 

included. Many companies have been criticized for accepting "corporate welfare." 

From the government's perspective, transparency is also not the best policy, especially when it comes to 

discretionary incentives. Each grant of discretionary incentives is an invitation to other companies to 

request proportional benefits for their upcoming projects. In most cases, even the public releases 

describing government participation in commercial projects do not disclose the full value of the entire 

incentives package. 

Major disruption to this status quo began in August 2015 with the Government Accounting Standards 

Board (GASB) issuing Statement 77, which will require that discretionary tax incentives be reported for 

periods commencing after December 15, 2015, for all state and local government entities. The Statement 

77 disclosure requirements also cover other non-tax commitments made by the incentive-granting 

governmental unit. Thus, if a local government promises to grant a tract of land or to improve surrounding 

infrastructure as part of the agreement to attract jobs or investment, the financial impact of these 

commitments must be reported in the government's financials. 



 

 

In addition, governmental units will be reporting on tax incentive agreements that affect their current and 

future tax revenues even if the agreements were entered into by some other governmental authority. We 

believe this will be a common occurrence for school districts that derive property tax revenues that may 

be abated by the county, or other general purpose government whose jurisdiction they share, as part of 

an economic development incentives agreement. 

Not only does Statement 77 call for reporting of the costs of incentive agreements by program in the 

aggregate, it also calls for the reporting of the specific incentive packages contained in agreements with 

individual companies, provided that those details are not covered by non-disclosure agreements. This 

new government financial disclosure requirement is likely to dissuade some companies from seeking 

incentives for their projects-wanting to avoid some of the negative media attention as recipients of 

"corporate welfare." It will also drive more companies and governmental units to cloak their agreements 

with non-disclosure agreements, thereby avoiding the individual agreement reporting requirement. 

Virtually on the heels of Statement 77 came the FASB Exposure Draft of the Proposed Accounting 

Standards Update, "Government Assistance (Topic 832): Disclosures by Business Entities about 

Government Assistance."1 The proposed standard will require that public companies receiving 

"government assistance" begin to include the value of such assistance in their financial statements. The 

due date for comment letters was February 10, 2016. 

The definition of "government assistance" is bound to include most of the benefits we normally associate 

with state and local business incentives. This new reporting requirement will allow the public that votes on 

school budgets each year to see the immediate impact that these abatements will have on their budgets. 

We expect this will result in intensified scrutiny of the abatement agreements prior to their adoption by the 

granting governmental entities. 

The past 

In the past, it was challenging to identify the different incentive programs offered by numerous 

jurisdictions. Very few software programs or subscription services existed to help companies identify and 

gather key program requirements. Even the information shared by the jurisdiction itself was not always as 

complete and as easily accessible as one would expect. 

In fact, business incentives were mostly considered to be a niche specialty service and did not receive the 

same level of focus as more mainstream disciplines such as auditing and tax compliance. Resources for 



 

 

business incentives often faced challenges in key areas such as providing incomplete or outdated 

information, no guidance with regards to best practices to follow in securing these benefits, little to no 

automated compliance and reporting, and a lack of well-defined processes to ensure that key deadlines 

are properly met. 

Any company that wished to maximize these benefits was expected to hire a consultant who specialized 

in this discipline and used proprietary worksheets and processes to fill the gaps on an ad hoc basis. This 

approach often left much to be desired. 

State and local governments also faced challenges to administer tax incentive programs. Tactically, 

documenting compliance was difficult, as it required resource intensive processes. Strategically, the tools 

available to governments to demonstrate the efficacy of tax incentives have been flawed and imprecise. 

Process flows were not automated, not bi-directional, not real-time, and not iterative, resulting in a great 

deal of unrealized potential in the economy. 

The information related to state and local tax incentives was housed, to the extent to which it was 

compiled at all, in clearinghouses which were good tools for the time but not great. The responsibility to 

manage these static databases typically fell to small teams or dedicated individuals resulting in a lack of 

institutional memory within many organizations. 

In other words, too much information resides, in whole or in part, in the heads of too few people. 

Additionally, the lack of a systematic approach to data aggregation and manipulation made the 

automation of compliance and reporting and the adoption of best practices very difficult and imprecise 

work. 

Some of the ways information technology can assist firms to identify, acquire, and administer business 

incentives programs are listed in the accompanying Exhibit 1. 

The present 

Access to information regarding tax and non-tax incentives has improved as state and local governments 

have paid greater attention to them as an economic development tool, and as site selectors have gained 

an appreciation for their importance in their clients' return on investment ("ROI") for expansion and 

investment projects. Modern software solutions have recently emerged that use an array of real-time 

source data to allow for the qualification and forecasting of tax and non-tax incentives for the first time. 



 

 

Today, any CFO can estimate a discretionary incentive package for his or her project using free online 

tools.2  

Large tax software providers and specialty tax firms have made the most notable improvement in the 

industry by developing modules dedicated to business incentives. They are able to dedicate resources to 

stay abreast of the changing landscape of public sector incentives across a myriad of jurisdictions in the 

U.S. 

These tools, however, are limited by the quality and accuracy of their source data, which tends to be 

better at the state level and in larger municipalities. For the best results, it still makes sense to consult 

with a firm that possesses expertise in the fields of site selection, grants, and tax incentives as they will 

be able to paint the most complete picture of what incentives are available to an interested firm. 

Many of these existing business incentive tools, however, are limited to identification and qualification 

while other functions, like data collection, automated calculations, project management, and reporting, are 

typically found in expensive, proprietary tools to the extent to which they exist at all. As such, they are 

available to a small number of specialty tax firms that use them internally to deliver services to their 

clients.3  

As a result, the company using them will be tied to the consultant offering the use of the tool. Access is 

lost once the company decides to hire a different consultant. Migration to a new platform administered by 

a new provider is a time- and resource-intensive process that almost always results in some loss of data 

and institutional knowledge. 

The future 

Future platforms will allow firms to satisfy all seven key characteristics illustrated in Exhibit 1 while 

providing them with a single, firm-controlled resource where they can maintain ownership and control of 

the data and internal and external processes involved. No doubt they will soon be adding the features 

necessary to support the soon-to-be-required reporting of "government assistance" as contemplated by 

FASB's Exposure Draft. The business-focused platform will allow a firm the flexibility to choose to pursue 

incentives with internal resources or to outsource the task to consultants while maintaining control of the 

project in either scenario. 



 

 

Importantly, the new disclosure requirement proposed by FASB, that companies report the value of the 

incentives they have secured in their financial statements going forward, will provide a consistent and 

comprehensive new data source that will allow for improved analysis by both companies and the 

governments offering business incentives. 

Exhibit 1 Seven attributes of best-in-class incentives tools 

 

 1 http://www.fasb.org/jsp/FASB/Document_C/DocumentPage?cid=1176167471800&acceptedDisclaimer 
=true 
 
 2 An example is the SCOUT Incentives Calculator, www.scouteconomics.com/calculator. 

 3 Examples include the Incentive Management System by Duff and Phelps, IncentiSys by Economic 

Incentives Services, and Tax Navigator by CTI. 


