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from the New York State Comptroller

My oversight and support for local governments is facilitated through the
Division of Local Government Services and Economic Development.
This annual report provides an overview of the state of local govern-
ments, describes the services and major activities of the Division, and
presents data from annual reports filed with the Division.

New York State’s financial difficulties are continuing, Our local
governments remain in a serious and protracted period of fiscal difficulty,
and the State lacks a strong comprehensive plan to address the issues they
face.

While this difficult fiscal environment provides many challenges, it can
also offer opportunities, as local officials re-examine operations, often in
cooperation with other local governments. Difficult times such as these
can often serve as the impetus for far-reaching reforms, and the Division
is therefore expanding its efforts to stimulate consideration of shared or
Alan G. Hevesi consolidated services through publications, outreach and consulting.

Our audits and studies are also designed to illuminate potential cost-saving areas. Technical assistance, train-
ing events and a variety of publications and other services are offered to help get these ideas into action. For
local governments in crisis, or where fraud or mismanagement is uncovered, we send in teams to address the
situations. I am dedicated to the task of ensuring accountability and transparency in government operations.

Even with assistance, answers to growing fiscal problems at the local level cannot be solved exclusively by
individual local governments. Virtually all of the services they provide are carried out within the structure of
State laws or regulation. Changes in State programs or law, frozen or declining aid payments, and rising costs
for health care, pension contributions and various legally mandated programs are all part of the local fiscal
picture. Many of the solutions to local fiscal and economic development problems will also have to be regional
in nature.

Accordingly, the Division has enhanced its ability to analyze key policy issues. This annual report highlights
major issues facing local governments, building upon the studies and audits from the Division, which are
increasingly directed at issues of statewide or regional concern, such as smart growth or the empire zones

program.

We need to examine every possible way to deliver essential services in the most efficient and effective manner,
and to seck progressive solutions to our economic and fiscal difficulties. I will continue to use the resources of
my Office to stimulate and support these efforts at the municipal, regional and State levels.

Sincerely,

Alan G. Hevesi
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OFFICE OF THE
STATE COMPTROLLER

DIVISION OF
LocAL GOVERNMENT SERVICES
AND EcoNoMic DEVELOPMENT

MISSION AND GOALS

Our mission is to improve the condition of local governments
and the communities they serve.

Our goals are to:

. Enable and encourage local officials to maintain or
improve fiscal health by increasing their governments’ efficiency
and effectiveness; managing costs and improving service delivery;
and accounting for and protecting assets.

. Promote government reform and facilitate economic development
across New York State.
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The State of

While conditions vary substantially among
them, local governments across the State
continue to struggle with an array of fiscal
challenges. In recent years local revenues have
been strained, most categories of State aid have
been flat, and, despite significant austerity
measures, the costs of operating a local govern-
ment continue to rise. The result is higher
property taxes, with recent evidence suggesting
an acceleration in this trend.

Many issues affect all types of local govern-
ments across all regions, such as increasing costs
for employee health care and rising pension
contributions. Other issues are of particular
concern to certain classes of government, such
as soaring Medicaid expenditures for counties.
This narrative describes the most prominent
issues for all local governments, while also
focusing on some of the particular problems
facing cities and counties.

Fiscal stress among the State’s cities far exceeds
that found among other types of municipalities.
More than half of the 62 cities are, or have
been, targeted for services to help address fiscal
stress under the Division’s risk assessment
process. No other class of local government is
near this proportion. As cities have lost popula-
tion to surrounding suburbs, the economic base
has deteriorated, leaving a higher tax burden on
remaining residents, even to maintain current
service levels. As a result, more cities are
running into serious financial problems, result-
ing in deficits, tax limit concerns and poor cash
positions.

The State Comptroller’s Office is conducting a
variety of activities in response to the problems
of cities in stress, including direct assistance in
Buffalo, Gloversville and Schenectady. Special
studies are helping to review issues of particular
legislative concern, such as the Buffalo Joint
School Construction Board financing model, or

covering broad issues, such as the identification of
fiscal stress among cities and the potential for
“smart growth” to help address sprawl and de-
urbanization. County-level concerns will be the
focus of a series of audits on issues such as self-
insured employee health programs, county-
supported medical centers, inmate medical care in
county jails and economic development efforts.
The Division will also be doing more work on the
general financial condition of major urban
counties.

Although there are temporary signs of economic
recovery, many local governments remain
stressed. Positive signs include that State con-
sumer tax receipts (including sales, hotel/motel,
motor vehicle, and other taxes) were up 13
percent in the 2003-04 fiscal year and up almost
16 percent year-over-year as of August 2004.
New York’s overall (seasonally adjusted) unem-
ployment rate for August 2004 is 5.6 percent—
down from 6.6 percent in January. Despite these
indicators of economic improvement, local
governments continue to suffer the ill effects of
the national recession that began in 2001. Even
if 2004 brings marked growth, it may be some
time before local governments begin to realize
significant fiscal relief. Moreover, economic
growth and its benefits will not be experienced
evenly across all areas, and many communities
may continue to face economic declines and
fiscal stress, particularly upstate cities.

Expenditures and Revenues

For fiscal years ending in 2002, local government
expenditures in New York State total $114
billion. Expenditures increased by nearly 30
percent over the 5-year period from 1997 to
2002, which equates to a 13 percent increase
after adjusting for inflation. Among classes of
government, cities had the lowest increase in
expenditures, followed (in order) by counties,
towns, villages and school districts.
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Many operating costs are difficult to control,
particularly in the short run. Therefore, it is
important to look for strategic changes that
allow local governments to increase efficiency
and effectiveness. This takes good management,
good information systems, and systems of
accountability, as well as patience and persis-
tence. However, as many municipalities have
discovered, there are limits to how much spend-
ing can be cut without undermining basic
services. That fundamental truth is leading
many to rethink the way local governments are
organized. Often, the only solution to providing
the services that individual governments either
cannot afford, or cannot provide effectively by
themselves, is to act regionally in cooperation
with other units of government.

Property taxes are the largest source of revenue
for local governments, providing $29 billion in
local revenue statewide in 2002. As a share of
overall revenue, property taxes contributed 41
percent of local revenues for local governments
outside New York City; 17 percent of revenue
in New York City; 52 percent of revenue in
school districts; 51 percent of town revenue; 44
percent of village revenue; 25 percent of city
revenue; and 23 percent of county revenue.

Property taxes are relatively easy to administer,
and are the most flexible source of revenue
available for most local governments. However,
the major strength of the property tax—that it is

levied on a relatively stable base—is also a
weakness. Most local governments rely on the
property tax to support increasing costs not
funded elsewhere, often making the tax a
magnet for criticism. Additionally, in many areas
the property tax base is not growing rapidly, or
worse, is stagnating or declining—a particular
problem in cities. If the tax base is stagnant,
property tax revenues cannot increase without
tax rate increases.

In contrast, sales taxes often increase because
sales and economic activity increase, even
though the tax rate does not change. In recent
years sales tax revenues have increased at times
because of growth in taxable sales; revenues
have also changed when local sales tax rates
were increased or because of changes in the tax
treatment of certain purchases (e.g., clothing).

Property tax revenues rose by 19.6 percent
during the 5-year period from 1997 to 2002,
whereas non-property tax revenues, including
sales and consumer utility taxes, increased by 15
percent over this period.

More recent data on property tax levies suggest
that increases are accelerating in 2003 and
2004, driven by a variety of factors discussed
below. For example, while overall city property
tax levies increased between one and two
percent annually in 2000, preliminary data for
2003 and 2004 show increases of approximately
five to six percent. A number of counties are

and data sources.

A full description of the statistics gathered from annual financial reports filed with the

State Comptroller’s Office by local governments is available in the Financial Data section
of this report. Data for individual local governments is provided on a CD-ROM disk
distributed with this report, and is also available online at the State Comptroller’s web site
(www.osc.state.ny.us — local government tab, local government financial data). Since the
filing and processing of annual financial reports takes time, the results are always somewhat
dated when published, and this analysis therefore employs a variety of other information
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currently experiencing double-digit property tax
levy increases. Property tax levies in towns and
villages are also increasing, but not as rapidly as
in cities and counties.

Although most local governments derive the
majority of their revenue from the property tax,
other sources of revenue such as the hotel/
motel occupancy tax, motor vehicle use tax,
mortgage recording tax, user fees and wireless
communication surcharges have been used to
help support operations, and they have been
used increasingly in recent years. According to a
recent New York State Association of Counties
(NYSAC) survey, 25 counties have imple-
mented a local vehicle use tax and additional
counties are awaiting State approval to do so.
Nine counties either implemented or increased
their hotel/motel occupancy tax in their 2003 or
2004 budgets.

Tax and Debt Limits

The State Constitution and related statutes
limit the amount of revenue that can be raised
through property taxes for operating purposes
(tax limits) and the amount of debt that can be
issued (debt limits) for most classes of local
governments. Cities, counties and villages are
subject to both constitutional tax and debt
limits. Towns and small city school districts are
subject to constitutional debt limits. Non-city
school districts and fire districts are subject to
statutory debt limits. Both types of limits are
expressed as a percentage of real property full
value (using specific calculations as prescribed
by law).

Local governments can run up against their tax
and debt limits in several ways. First, by increas-
ing the amount of taxes levied or debt issued, a
greater proportion of the limit will generally be
exhausted. However, if property value declines

overall, the tax and debt limits will decline as
well. Additionally, certain exclusions are made
from both limits, and if these exclusions change,
so will the limit calculation. These latter
changes can exhaust a local government’s
property tax limits, even without taxes or debt
being significantly increased.

For counties, the tax limit generally is calculated
as 1.5 percent of the property value. For New
York City, the tax limit is 2.5 percent of full
value. For villages and other cities (including the
large cities), the tax limit is computed as 2
percent of full value.

The vast majority of local governments are
sufficiently far from their tax limits that reaching
their “tax ceiling” is currently of little or no
concern. There are some, however, that are
dangerously close. For local governments that
exceed the tax limit, the State Comptroller is
required to withhold certain State aid payments,
thus jeopardizing future revenues and poten-
tially worsening an already declining fiscal
situation.

As of fiscal years ending in 2004, eight cities
(12.9 percent of the class), five counties (8.8
percent of the class) and eight villages (1.4
percent of the class) had exhausted more than
80 percent of their tax limit—a threshold that
indicates a serious reduction in revenue—gener-
ating capacity. Hempstead (the State’s largest
village, with a population of 56,554) is among
the eight villages exceeding this threshold.

Three of the Big Five Cities ( Buffalo, Roches-
ter, Syracuse, Yonkers and New York City )
were close to their tax limits in 2003-04: New
York City (94.3 percent), Buffalo (88.3 percent)
and Rochester (87.5 percent). The tax levy
subject to the limit in the Big Five Cities in-
cludes the levy for school operations (because
schools in these cites are fiscally dependent),
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and to some degree, this accounts for the larger
portion of tax limit exhausted in these cities.
Rising real estate values in New York City make
the situation less setrious there than it would
otherwise be. Two other cities ( neither of
which has a dependent school district ) were
also dangerously close to their limits:
Gloversville, with 98 percent of its limit ex-
hausted, and Niagara Falls, with 91 percent
exhausted.

Given the small but increasing number of local
governments approaching their tax limits, and
the seriousness of this problem, the Division
has launched an effort to ensure that local
governments are aware of the consequences as
they approach their limits. Too often the tax
limit is treated as strictly a technical issue, and
local government leaders may not realize that
adopting tax levies too close to their limit can
leave the community in a precarious financial
position—one where it may not be able to
sustain even the current level of services or
absorb routine cost increases. Accordingly, local
governments having exhausted 80 percent or
more of their tax limit are being notified that
they are in a potentially serious situation. A
technical assistance publication on this topic
will be released this fall. The Division is also
paying special attention to tax limit proximity
when conducting budget reviews or providing
other services.

Data on debt limits for the 2002 fiscal year
suggest that most municipalities are not in
danger of exceeding their debt limits. For
counties and towns, no local governments
stood out as nearing their debt limits. Only two
villages reported exceeding 80 percent of their
debt limit. Among cities, Buffalo was in the
most precarious condition, having exhausted 95
percent of its available debt limit. The other big
cities also tend to have exhausted a higher

proportion of their debt limit than other local
governments. It should be pointed out that the
debt limit in the Big Five Cities also applies to
debt issued for school purposes, and each of
these cities has major school renovation con-
cerns. Special financing approaches have been
used in New York City, Buffalo and Niagara
Falls, and are being considered in Syracuse.

Employee Health Care Costs

As is the case across the country, increasing
employee health care costs are a major concern
for local governments in New York State.
Between 1997 and
2002, employee
healthcare expendi-
tures increased ap-

“Health care
expenses at
all levels of
government and
the private sector
have continued to
grow at double—
digit rates in the
past few years,
driven in part by
the rapid escalation
of prescription
drug costs.”

— Moody’s

proximately 63 per-
cent for cities and 31
percent for counties.
In 2002, employee
health care represents
8 percent of total
expenditures for
cities, and 6 percent
for counties.

According to a recent
nationwide survey
from the Kaiser
Foundation, monthly
premiums for employer-sponsored health insur-
ance rose 13.9 percent—the third consecutive

year of double-digit premium increases. Despite
the steep growth in health insurance premiums,
employers had not yet passed the costs on to
their employees—either through reduced benefits
or higher employee contribution rates. That trend
is expected to change in the near future. Accord-
ing to survey results, employers anticipate having
to increase contributions, restructure cost-sharing
and offer higher deductible plans. Few respon-
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dents indicated plans to reduce eligibility or drop
coverage. However, in cases where benefits are
covered in collective bargaining agreements, local
governments cannot unilaterally make changes.

Some analysts expect health insurance premi-
ums to increase between 10 and 12 percent in
2004. Prescription drug costs are a significant
part of this overall increase, with recent studies
suggesting they are rising at three times the rate
of inflation. To help municipalities contain
health insurance costs, the Division has con-
ducted several audits in this area and provides a
self-assessment tool for local governments.

Pension Contributions

After a decade of extremely low rates, pension
contributions are now on the rise, putting
pressure on local budgets. This is an issue of
unique concern to the

“Under-funded pension plans threaten
the credit quality of state and local
governments around the country....”

— The National Federation of
Municipal Analysts

Office of the State
Comptroller, given the
Comptroller’s dual roles

as sole trustee for the
New York State Com-

“The worst

three years

of domestic
equity market

Reti Fund performance
mon Retirement Fun since World
and as the overseer of War IT have

local government fi- cut deeply into

[pension] plan

funding ratios,

in many cases
leading to
substantial
increases to

nances.

Prior to recent legislative
changes, the contribu-
tion rates for 2004 were
expected to average 12
percent of salary for the
Employees’ Retirement
System (ERS) and 16
percent of salary for the
Police and Fire Retire-
ment System (PTRS).
These rates seem high

contributions at
a time when
budgets are
already
stretched thin.”

—Fitch Ratings

today because for the

last five years, employer costs have been at or
below one percent of payroll. However, those
uncharacteristically low contribution rates
reflected the outstanding stock market perfor-
mance of that period; over the longer term,
costs have generally been much higher. In fact,
during the 1970s and 1980s overall pension
contribution rates as a percentage of salary
averaged 16 percent for the Employees’ Retire-
ment System and 27 percent for the Police and
Fire Retirement System — much higher than the
rates local governments are now facing,

To help understand the impact of rising
contribution rates on local budgets, the
estimated contributions for 2004 were
compared to local revenues overall. These data
suggest that, on average, 2004 pension
contributions would have accounted for
approximately four percent of county budgets,
six percent of city budgets, and three percent of
town and village budgets.

Pension costs remain, on average, a smaller
portion of municipal budgets when compared to
Medicaid, public safety or employee health care,
but the growth in contribution rates in a time of
economic and fiscal stress led to requests for
assistance. In January, the Comptroller offered a
pension relief plan that would help localities
adjust to the higher contribution rates. The plan
provided additional transitional budgetary relief
to municipalities while at the same time keeping
the pension system secure.

DivisioN oF LocAL GOVERNMENT SERVICES & EcoNoMIC DEVELOPMENT | 2004 Annual Report



10

The Legislature and Governor recently agreed
on a pension relief package that incorporates
several of the Comptroller’s recommendations.
As part of the legislation, local governments are
permitted to establish a pension reserve fund to
help pay for future obligations, and the payment
liability due date for 2004 is moved from
December 15,2004 to February 1, 2005.

In addition, the new provisions modify the
annual amortization payments due for fiscal year
2004-2005 by changing the 5-year term to a 10-
year term; shift the first amortization payment
to 2005-2006 under the new 10- year term; and
allow the interest rate to change from eight
percent to five percent. The Legislation also
allows for a 10-year amortization of 2005-2006
contributions in excess of 9 "2 percent of

payroll and for 2006-2007 contributions in
excess of 10 "2 percent of payroll.

Local governments are expected to save approx-
imately $1 billion as a result of these changes.

With a relief package now in place, those
municipalities having a calendar fiscal year will
not have to make a 2004 payment and most
local governments will see their payments
reduced. Based on the value of the pension
fund as of March 31, 2004, pension costs will
decline by approximately 10 percent in 20006.
The pension rate for most employees will be
10.7 percent of payroll for the 2006 payment,
down from 12 percent of payroll for the 2005
payment. For police and fire, the 2006
contribution rate is 15 percent, down from
16.3 percent in 2005.

Select Revenues and Expenditures for Counties

(Mllions)

Sales Tax Revenue

Ry
_.-*" Rension
(prior ta

% e B, Y&

4

{9%\

o —— 5 M reef paciege)

o Y Y B B B B Y

4

(NOTE: All figures for 2004 are estimates only. The 2003 figures for sales tax, employee
healthcare and Medicaid are also estimates.)
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While the Comptroller’s Office is working to
keep pension costs stable, the performance of
the financial markets plays a major role in
determining contribution rates. From April 1
through August 31, 2004, the stock market
declined by about two percent, so local
governments should continue to be cautious
when budgeting for their pension contributions
as rates return to more normal levels.

County Issues

Counties face a unique set of budget challenges.
Although some categories of their revenues are
showing growth, and most have a considerable
property tax margin (i.e., they are not up against
tax limits), considerable growth is occurring in
Medicaid (with New York being one of the few
states requiring a local share for the program), as
well as in other mandated programs.

Rising Medicaid expenditures are consuming
ever higher portions of county budgets. New
York State Department of Health statistics
indicate that from January to December 2003,
Medicaid expenditures outside New York City
reached over $11 billion—representing a 12
percent increase over the previous year.

Last year, New York was able to secure a 2.95
percentage point increase in the federal share of
Medicaid. Unfortunately, this increase expired
on June 30, 2004. In response, the State
enacted a two-year takeover of county “Family
Health Plus” health costs.

As of 2002, Medicaid represented over 13
percent of overall county expenditures. And,

as illustrated in the chart on the previous page,
Medicaid expenditures far exceed other major
county expenditure categories, such as employee
healthcare and pension contributions.

Opverall, county property tax rates have
remained fairly steady, at least through 2003.

COUNTY TRENDS

1985 - 2003
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This has been made possible, in part, because
counties have seen their full value grow by
nearly 30 percent over the past few years—
allowing full value tax rates to remain stable

ot decline. However, since a number of county
levies are increasing at double-digit rates in
2004 and are expected to do so in 2005, it is
clear that this trend is changing,

County sales tax collections are an important
part of the overall revenue mix, and have
provided a cushion against property tax in-
creases in recent years, as have tobacco settle-
ment revenues. Although increases in sales tax
collections have diminished in recent years
(with some counties actually experiencing a
decrease), a number of county governments
were able to address the downturn in collections
by seeking legislative approval to increase their
3 percent statutory limit on sales tax to 4
percent. According to a recent NYSAC survey,
by the end of the 2004-05 legislative session
46 of 57 counties will have a sales tax rate that
exceeds the 3 percent limit.

As counties seek or renew increases in their
sales tax limits, some are being asked to share
more of the proceeds with other local govern-
ments within their boundaries. For example, the
Legislature agreed to renew the one percent
additional sales tax for Erie County but made it
clear that they expect the County to seriously
take into account a plan from the Buffalo Fiscal
Stability Authority to share part of those funds
with the City of Buffalo. Similar pressures are
being felt in Onondaga County, where an
additional one percent sales tax is also being
sought.

City Issues

In recent decades, most of the State’s cities have
experienced serious population losses, as well as
economic and fiscal declines. Financial condi-

tions are extremely poor in many of these once
flourishing cities. As population has declined, so
has the supporting tax base, and the remaining
population has included greater concentrations of
poverty. This pattern of urban decline reflects the
continuation of a trend that has been occurring
since the 1950s. For some cities, the loss of
population over this extended period has been
severe. For example, the population of Buffalo

as of the 2000 census was half the 1950 level—
a substantial long-term decrease for the once
booming industrial center.

The overall population of the State’s 61 cities
(excluding New York City) decreased by 4.7
percent from 1990 to 2000, while at the same
time, population residing within towns zzcreased
by 5 percent—indicating a substantial and
continuing pattern of de-urbanization. During
this period, 44 of the 61 cities experienced a
decrease in population, averaging 7.5 percent
decline. The pattern varies regionally, with
upstate cities declining while downstate cities
experienced population growth. With one
exception (Port Jervis), all of the cities that
have lost population from 1990 to 2000 are
located north of the Mid-Hudson Valley, while
13 of the 17 cities that have gained population
are in the Mid-Hudson or Long Island regions.

As noted in the following chart, public safety
represents the highest expenditure category for
city governments, and has been steadily increas-
ing over the past decade. Employee health care
expenditures comprise a growing share of city
budgets as well. Both of these trends are ex-
pected to continue. Pension contributions, while
they are now increasing, remain significantly
lower than both public safety and employee
health care.

The property tax levy remains the largest source
of revenue for city governments, and has grown
steadily in the past few years. Sales tax revenue
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Select Revenues and Expenditures for Cities

(Millions)

Public Safety
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Property Tax Levy
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(NOTE: All figures for 2004 are estimates only. Figures for 2003 public safety, sales tax revenue and
employee healthcare are estimates as well. For some cities, public safety expenditures may include a
portion of employee healthcare and pension contributions.)

has remained relatively flat, and dipped slightly
in 2002, although it is expected to rise slowly as
the State economy emerges from recession.

A recent Brookings Institution study on Upstate
New York found that sprawl—defined as the
continuing urbanization of forest and farmland
at the fringe of metropolitan areas—is acceler-
ating even as population growth slows, and that
it is undermining the economic health and
quality of life in the region. For cities—the
historic population, business, educational and
cultural centers—a spiral of decline can develop
as population and businesses leave. In cities and
other declining population centers, middle-class
exodus results in a concentration of disadvan-
taged residents, creating greater costs. At the
same time, underutilized infrastructure results
in inefficiencies.

It should be noted, however, that some of the
greatest concerns over sprawl exist among
residents of growing suburban and rural com-
munities, where continuing, poorly planned
development can damage the quality of life.
Poorly planned, sprawling growth also has
negative fiscal impacts, increasing costs for local
services, especially when it creates new, more
sparsely used infrastructure, which drives higher
unit costs in both growing and declining com-
munities. Development that is exclusively
residential in many communities also usually
fails to offset the cost of new services, particu-
larly for schools.

Because of the dynamics described above, cities
have substantially higher rates of poverty. In the
2000 census, the percentage of city residents
living below the poverty level was roughly 2.8

DivisioN oF LocAL GOVERNMENT SERVICES & EcoNomic DEVELOPMENT

2004 Annual Report

13



14

Population in the Upstate Large Cities:

Declining Since 1950
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times greater than in surrounding suburban
locations. Furthermore, the level of poverty has
increased from 1990 to 2000 for the majority of
the State’s cities. The percentage of residents
living below the poverty level has increased
from 1990 to 2000 for 47 cities. As poverty
levels increase, so does the demand for costly
services.

The municipal structures for local governments
in New York State were generally established
over 100 years ago, and are outdated in many
ways. For example, cities are no longer the
centers of population, wealth and employment
that they once were, and some differences in
their treatment (intergovernmental aid, State
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and county services provided) may no longer
make sense. In addition, there are a2 number of
towns and villages with a substantially urban
character. For example, seven towns have
populations exceeding 125,000 (the population
level separating “small cities” from the “Big
Five” cities), and four of these (Hempstead,
Brookhaven, Islip and Oyster Bay) exceed the
population of Buffalo—making them the largest
municipalities outside of New York City.
Additionally, there is substantial duplication of
services among counties and municipalities. The
Division will increasingly focus on these issues
in future studies.
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of the Division

In accord with the constitutional and statutory
powers and duties of the Comptroller, the
Division of Local Government Services and
Economic Development examines the fiscal
affairs of local governments; prescribes systems
of budgeting, accounting and reporting; and has
various other approval and monitoring functions.

Approximately
4,300 local

government units

The Division carries
out its oversight and
support responsibilities
in a proactive mannet,
operating under the
principle of progres-
sive partnership with
local governments.

are overseen by
the Division,
including 1,604
general purpose
local governments
(counties, cities,

towns, and

villages) and approximately 2,700 special
purpose local governments—school districts,
fire districts, and special purpose units (e.g,
municipal libraries, housing authorities, indus-
trial development agencies and urban renewal
agencies). In addition, there are nearly 7,000
improvement districts that are components of
towns or counties (e.g., water, sewer, lighting,
refuse and garbage).

Audits by the Division identify cost savings

and revenue enhancement opportunities and
help to ensure that control systems are in place
to safeguard the assets of local governments.
During 2003, the Division issued 207 audits of
individual units of government and completed 8
regional and statewide projects (audits involving
several local governments or agencies in a
particular region or across the State). Our fraud
audits reveal how the lack of adequate controls
can lead to criminal abuse of local government
assets, and in 2003, we found more than
$131,000 in local government assets that were
misappropriated through fraud.

The Division carries out its oversight and
support responsibilities in a proactive manner,
operating under the principle of progressive
partnership with local governments. In addition
to audits, it provides an extensive range of
services to help local governments ( particularly
those showing signs of fiscal stress) operate
more efficiently and effectively. These services
include accounting, management and self-help
manuals, technical assistance publications and
bulletins, a variety of training opportunities, and
special consultative services. The Division’s
performance audits on statewide and regional
issues provide information on areas where local
governments may improve service or reduce
costs. Its research studies analyze and describe
various policy issues.

Inasmuch as local
The Division’s
performance audits
on statewide and
regional issues
provide informa-
tion on areas where
local governments
may improve
service or reduce
costs. Its research
studies analyze and
describe various
policy issues.

governments’ fiscal
conditions are
inextricably tied to
local economic
performance, and
local economies are
similarly affected by
local government
services and taxa-
tion, the Division
has an implicit
economic develop-
ment role. A first
step in any local

economic development strategy is to ensure the
fiscal integrity of local governments, because
without that, the climate for business invest-
ment will not be good. Communities must also
be able to effectively provide basic municipal
services such as police, fire, sanitation, roads,
and water. In addition to this basic approach,
economic development strategies should lever-
age investment dollars and ultimately improve
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the underlying
economics of
the community.
In assisting

A first step in any local
economic development
strategy is to ensure the
fiscal integrity of local

local govern- governments, because

ments and without that, the climate
cconomic for business investment
development will not be good.

entities with

these roles, the

Division secks to identify problems in current
programs, as well as effective and strategic
government reform and economic development
initiatives that can benefit communities and
regions.

The Division’s mission is to improve the condi-
tion of local governments and the communities
they serve. To accomplish this, the Division has
augmented its traditional accountability role, to
actively promote government reform by present-
ing audits, research and information on critical
local government policy issues to State leaders,
local government officials and the public.

Cooperation and Consolidation Consulting
Service (3CS)

The Division aggressively promotes local
consideration of cooperative, shared and
consolidated service ventures by providing
current research on the issue, outlining the steps
local governments should go through to evalu-
ate service sharing, and providing consulting
services. A research report on intermunicipal
cooperation and consolidation, released in
conjunction with a local government manage-
ment guide on the topic, have together created a
great deal of interest and may result in more
localities taking advantage of 3CS services.

3CS is a consulting service performed at the
request of local officials to help them evaluate

and implement cooperative activities or consoli-
dation. In this program, the Division serves as a
neutral party to bring local officials together,
facilitate discussions or meetings, and provide
technical assistance and support. Division staff
have given presentations or otherwise helped
facilitate discussions in Onondaga, Oswego,
Sullivan, Schenectady, Montgomery, Jefferson,
Tioga and Tompkins counties. In Tompkins
County, staft facilitated a discussion on how
municipalities
within the County
can work together

The Division
aggressively promotes
local consideration of

cooperative, shared
and consolidated
service ventures by
providing current
research on the issue,
outlining the steps
local governments
should go through to

to reduce costs for
highways, coop-
erative insurance
and courts. In the
Town and Village
of Liberty, code
enforcement and
tax collection

. cooperative
evaluate service o
i 348 rtunt r
sharing, and providing OPPO tunities are
consulting services. being explored.

Financial Data Collection

The Division collects a wide variety of data
relating to local government operations. While
the data collection function is derived from
specific statutory provisions, the resulting
information repository is an essential resource
for Division operations, other OSC divisions
and a broad spectrum of users outside the
agency.

Financial information is collected annually from
more than 4,000 local government entities.
These data provide information on expendi-
tures, revenues and results of operations at a
level of detail defined by the Division. The
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financial information is supplemented by real
property tax information collected from local
governments and other State agencies, as well
as demographic data (e.g., population, land area,
employment) obtained from external sources.
The Division also collects monthly reports of
detailed information relating to the operation of
local justice courts.

Justice Court Fund: Responsibility for the
Justice Court Fund (JCF) was transferred to the
Division in 2003, enhancing coordination of the
Comptroller’s local government responsibilities.
Based on detailed monthly reports, JCF distrib-
utes moneys collected through local justice
courts and administrative tribunals. In the 2002-
03 State fiscal year, JCF distributed approxi-
mately $283 million in fines, fees and forfeitures
derived from the adjudication of motor vehicle,
criminal, civil and other cases at the local
government level.

Electronic Filing:

Increasing electronic

f e Nearly
filing (“e-filing”) in 70 percent
every area where data is of local
collected from local governments

governments is an
important goal for the
Division. Using e-filing
for annual financial
reports produces better
quality data because
the filing software

already use
e-filing for their
annual financial
reports, and
we expect this
percentage to
increase by

includes edit checks. aplproximately
Therefore data entry 0 Percent
this year.

and transcription errors

are eliminated. It is also
a much more efficient
way to file, for local governments as well as the
Division. Since its introduction in the late
1990s, participation in e-filing has always been
voluntary. The Division is aggressively encour-

aging e-filing by providing additional training
and assistance. Nearly 70 percent of local
governments already use e-filing for their annual
financial reports, and we expect this percentage
to increase by approximately 10 percent this
year. For JCF monthly reports, electronic filing
has grown to cover 60 percent of local courts,
accounting for approximately 80 percent of
collections. This not only increases accuracy, it
also speeds payment of the local share of
collections to participating towns and villages.

Indigent Legal Defense Services Fund:
Indigent defendants have a constitutional right
to legal counsel. In NYS, counties fulfill this
obligation through public defenders’ offices,
legal aid societies, or an assigned counsel
program pursuant to Article 18-B of the County
Law. Legislation enacted in 2003 increased the
hourly rates that must be paid to assigned
counsel and created the Indigent Legal Services
Fund (ILSF), which funds a new aid program for
counties. The aid program is linked to the higher
costs counties are facing under the new fee
scale—although aid distributions are made
specifically on the basis of local funds ex-
pended. The aid is intended to help improve the
quality of indigent legal defense services gener-
ally. The ILSF is supported by revenues from
various new and increased fees estimated to
produce $65 million in annual revenues. The
Division is responsible for overseeing the ILSF
and distributing funds to counties and New
York City. Under current law, the first $25
million from the fund will reimburse the State
for its assigned counsel fees (under a related
program), and the remainder (approximately $40
million) will be paid out to localities—repre-
senting approximately half of the overall
expected local cost increase under the new fee
scale. The distribution to counties is based on
the proportional share of total local funds
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expended statewide on public defense programs.
The Division will also be offering training on
indigent legal defense issues, in partnership with
other organizations.

Industrial Development Agency (IDA)
Annual Reporting: Reforms enacted in 1993
set forth a procedure for ensuring that annual
reports required from Industrial Development
Agencies (IDAs) are properly filed with the State
Comptroller. The Division is increasing its efforts
in this area, to improve the reporting that 116
IDAs in New York State are responsible for,
including debt, tax exemptions and job creation.
Problems in the IDA data have been cited for
many years as an obstacle to measuring the true
costs and benefits of these programs. The Divi-
sion is providing more outreach and instruction
on these reporting requirements. A first step was
sending out a description of common reporting
errors with data for each IDA indicating where
previous reports may have had problems. This
strategy is coupled with changes in review
procedures to better ensure that annual submis-
sions are completed correctly. Outreach efforts
will include training on reporting at several
meetings sponsored by the NYS Economic
Development Council and working with that
group to explore other possible improvements in
the reporting process, including electronic filing;

Risk Assessment

The Division uses a continuous information
gathering process to identify local governments
most in need of assistance and to select the
services best suited to those governments’
needs. An important step in this process is the
review of financial data from annual reports.
Using a series of financial indicators, the Divi-
sion assesses the financial condition of local
governments, including whether they are experi-
encing fiscal stress. The Division’s audit staff

can provide significant assistance to local
officials dealing with fiscal stress by advising
them on ways to cut costs, improve control
systems and evaluate financial projections. The
financial indicators developed in this process,
along with a peer comparison to similar local
governments, are also provided to local officials
as a management tool for self-assessment.

Our regional

offices play The Division uses a

an important continuous information
role in gathering process to
compiling identify local governments
and analyz- most in need of assistance
ing the risk and to select the services
assessment best suited to those
information. governments’ needs.
Using the

financial indicators and other sources of infor-
mation (e.g., news articles, taxpayer letters),
field office staff review and analyze a wide
range of risks. Field examiners also conduct
visits to local governments potentially in need
of our assistance, which allow them to develop
a better understanding of local situations,
including the financial pressures and the correc-
tive actions being taken.

Audits

Audits are one of the major services the Divi-
sion provides to local governments. Our perfor-
mance audits identify cost savings and revenue
enhancement opportunities that can improve
the financial condition of local governments.

In 2003, examiners in the Division issued 207
audits of individual units of government, many
of which contain examples of cost savings and/
or revenue enhancements. The recommenda-
tions contained within these reports, if fol-
lowed, could save more than $35 million for the
local governments studied.
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Our accountability audits ensure that control
systems are in place to safeguard the assets of
local governments. A subset of accountability
audits—fraud audits—reveal how the lack of
adequate controls can lead to criminal abuse
of local government assets. In 2003, we found
more than $131,000 in local government
assets that were misappropriated through
fraud.

Examples of individual unit audits performed
in 2003 include:

e Syracuse Water Service: We found that
the City failed to bill for more than 5.5
billion gallons (39 percent) of water used
due to line leakage, inaccurate meter
readings and other unidentified causes.
This amount is well in excess of the 10
percent unaccounted for water usage
goal suggested by the Environmental
Protection Agency. If the City could bill
for only half of the water unaccounted
for, revenues would increase by approxi—
mately $4.4 million a year. Sewer fees,
which are based on water consumption,
would increase by $1.6 million.

¢ Nassau County Health Care Corporation:
This public benefit corporation was
created in 1997 to acquire and operate
various health care facilities in the county,
including a medical center, an extended
care facility and eight community health
centers. Our audit raised concerns about
the long-term survival of the corporation.
The corporation’s multi—year plan
projected a revised net loss of $8.8 million
for 2003 and revised net income amounts
for 2004, 2005 and 2006. Based on our
analysis of questionable initiatives and
assumptions made by the corporation, we
projected continued significant losses for
the corporation.

*  Town of Dix: This audit disclosed that the
administrator prepared unauthorized trust
and agency fund checks made payable to
himself for at least $13,040. The audit also
found that the administrator collected
$20,432 in health insurance premiums that
were not recorded or deposited in an official
Town bank account.

During the 2003 calendar year, the Division
either issued or completed substantial fieldwork
on 18 regional and 4 statewide audits. These
audits involved working with several local gov-
ernments or agencies in a particular region or
across the State to determine whether groups of
local governments are using their resources
efficiently and effectively. Regional and statewide
audits allow us to highlight important operational
issues and improvement opportunities of interest
to a broad range of local governments. For
example, reports were produced on:

e Justice Court Consolidation: We audited
five small village justice courts and found
that they could be consolidated with their
respective town courts and still increase the
towns’ caseload by only about 3 percent.
Consequently, the towns could absorb the
village court operations at little additional
cost and the savings from these consolida-
tions could be passed on to taxpayers.
Reported village court expenditures across
the State, for fiscal years ending in 2001,
totaled about $16 million.

¢ Telecommunication Costs: The report showed
that two small counties and a school district
could save 11 and 50 percent of their telecom-
munication costs (more than $110,000 total)
by procuring such services using the State’s
OGS contract.

e Inmate Hospital Care Costs: In the four
small counties audited, none of the 32
inpatient hospital claims for county inmates
were paid at Medicaid rates as required.
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As a result, three of the four counties
overpaid local hospitals by 53 to 68 percent
of the amounts billed. A follow-up audit
(released in 2004) in 11 larger counties
found that those local governments overpaid
the hospitals for inpatient services provided
to inmates by $1.1 million.

Other regional and statewide topics included
parking violations bureaus, school aid for
integrated settings, containing health insurance
costs, county mental health operations, State aid
for computer technology, and implementing
background checks for school employees.

To support the Comptroller’s goal of making
public authorities more accountable, the Divi-
sion is also increasing its audit oversight of
public authorities. Audit activity includes
several IDA studies, audits of Erie and Nassau
County Medical Centers, and others in progress.
Working in concert with other branches of the
Comptroller’s Office, the Division is developing
an overall strategy to strengthen oversight of
more than 400 public authorities operated at the
local level.

Research

To provide additional support for the
Comptroller’s leadership in local government
policy, a research unit was established last year.
This capability enhances the Division’s ability to
analyze and report on local government policy
issues, and the group works on public reports as
well as internal analyses and briefs.

Among the research projects are a report on
Intermunicipal Cooperation, an in-depth analy-
sis of and recommendations for the Buffalo
Joint Schools Construction Board, and a discus-
sion paper on “smart growth.” An intensive
research project on the identification of fiscal

stress among cities is also underway, in collabo-
ration with researchers at several academic
institutions.

The research unit also partnered with audit staff
in a review of the City of Buffalo’s fiscal condi-
tion—a 2003 report which comprehensively
analyzed Buffalo’s financial condition, including
its long-term outlook. This project provided a
new model for approaching fiscal analysis, using
a variety of forecasting techniques to produce a
reasonable range of future expenditures and
revenues. The report led to the creation of the
Buffalo Fiscal Stability Authority.

Training

Training is one

In 2003, Division staff
of the most

presented more than 100

important training sessions at our
services conferences, schools and
offered by the teleconferences attended

by mote than 8,000 local
government officials.

Division to
local govern-
ment officials.
Since many
local officials serve on a part-time basis and
there is often a large election turnover, we offer

frequent, conveniently located training opportu-
nities.

In 2003, Division staff presented more than 100
training sessions at our conferences, schools and
teleconferences attended by more than 8,000
local government officials. Training was pro-
vided at ten major local government organiza-
tion conferences, with more than 3,100 local
officials attending. Training sessions are listed
on the State Comptroller’s website by subject,
date and location (osc.state.ny.us — under the
Local Governments ot L.ocal Government
Partnership tabs).
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The Division also provides training on topics of
current interest directly to local officials via live
interactive satellite teleconferences. In 2003,
more than 2,300 local officials participated in
five teleconferences that were broadcast to
more than 50 sites statewide. Several of these
teleconferences were co-sponsored by local
government associations and other State agen-
cies. Topics included fire district management,
purchasing, retirement issues, funding for water
and sewer projects, and training for newly
elected town officials.

During 2003, we conducted five basic and six
advanced accounting schools, which were
attended by a total of 383 local government
officials. In response to special requests from
local officials, our regional offices also provided
40 training sessions to 1,950 local officials on a
variety of topics, such as effective budgeting,
annual audit requirements, reserve funds,

capital planning and GASB 34 implementation.

Budget Reviews

These reviews help local governments achieve
structural balance in their budgets by evaluating
the consistency and appropriateness of esti-
mated revenues, appropriations and appropri-
ated fund balances. In 2003, we performed 21
budget reviews for local governments, 11 of
which were mandated by special deficit financ-
ing legislation.

Our review of the City of Schenectady’s budget
identified growing out-year budget deficits, and
significant environmental factors that contribute
to the City’s problems, such as declining popula-
tion and property values and per capita income
levels that are significantly below surrounding
communities. Our report offered a variety of
actions the City should take to address its
problems, including the development of a multi-

year financial plan and improved brownfield
development.

Our mandated review of the Amsterdam City
School District identified significant improve-
ment since our earlier budget reviews first
identified financial problems. In 2001 the
District had a fund deficit of nearly $1.8 mil-
lion. As a result of our recommendations, the
District’s financial health has improved mark-
edly and will have about a $3 million positive
fund balance at the end of 2003.

Technical Assistance

Each year the Division provides hundreds of
local governments with over-the-phone or on-
site customized assistance on a variety of
questions and concerns. In 2003, our regional
offices had significant contact with more than
500 local governments.

In addition, the Division issues a variety of
publications to assist local officials in perform-
ing their duties, including the Local Govern-
ment Management Guide, which contains
chapters on reserves, strategic planning,
financial condition analysis and other topics.
The Division will be working on a variety of
other self-help publications in the coming year.
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Local Government Data

The Division collects a wide variety of data relating to local government operations. The tables and
charts in this section contain summary financial data for fiscal years ended in 2002 for the major
classes of local governments; that is, counties, cities, towns, villages, school districts and fire districts.
The Summary of Local Government Entities presents the number of local governments in each class,
including special purpose entities for which data is not included in this report.

The financial data are presented in a variety of formats. Some tables and charts contain data for fiscal
years ended in 2002 only, while others display trends from 1992 through 2002. Information is pro-
vided on real property assessments, indebtedness, revenues and expenditures. The key data elements
presented in the tables and charts are described in more detail below.

The summaries aggregate the data for major classes of local government. The data for each indi-
vidual local government unit ( including special purpose entities) is available in the spreadsheets
contained on the CD that accompanies this report. Additional CDs may be requested by e-mail
(ServiceRequest@osc.state.ny.us) or phone (518-474-6975). The spreadsheets are also available at

our Web site (http://www.osc.state.nyv.us/localgov/muni/specrep/2002/specrep.htm).

Explanation of Terms

This section of the report contains charts and tables summarizing the local government fiscal
data collected and maintained by the Divison, as well as data from other sources. Following
are descriptions of some of the key data elements.

Population (County/City/Town/Village): In accordance with US. Census Bureau practice, each
person is counted as an inhabitant of his usual place of residence or abode. Persons in the armed
forces quartered on military installations, and inmates of institutions, are counted as residents of the
area where the installation or institution is located. Persons working overseas for extended periods of
time are not included in the population of the state.

Taxable Valuation of Real Property:

Assessed Value: This is the total taxable assessed valuation of real property as shown on the
municipal or school district assessment rolls and used for the levy of the applicable taxes for the
fiscal year that ended in 2002.

Full Value: This is the actual taxable valuation of real property on tax rolls determined by
applying the final equalization rates established by the Office of Real Property Services to the

rolls used to levy taxes for the applicable class of government’s purposes for the fiscal year that
ended 2002.
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Explanation of Terms (Cont’d)

Debt Issued: This reflects the issuance of bonds, bond anticipation notes, and other notes. Debt
issued for education purposes is included in cities over 125,000 population (Buffalo, Rochester,
Syracuse, Yonkers and New York City).

Outstanding Debt: This includes all debt outstanding at the end of the 2002 fiscal year, with the
exception of refunded bonds. Debt outstanding for education purposes is included in cities with
population more than 125,000.

Revenues:

Real Property Taxes and Assessments (County/City/Town/Village/Fire Districts):

This represents the total amount of ad valorem real property taxes (taxes levied according to real
property value) in the local government, plus special assessments levied on real property on the
basis of benefit. It also includes other tax items, such as interest and penalties on taxes (inclusive
of water and sewer rents), penalties on assessments, settlement of railroad taxes, payments in lieu
of taxes, surplus on extension of county taxes and gains from the sale of tax acquired property.
For counties, it includes town payments to the county to reduce the tax levy.

Real Property Taxes and Assessments (School): This represents the total amount of real
property taxes received by the school district. The levy imposed by a school district in any one year
may provide funds for both the year of the levy and the succeeding year due to the inclusion of a
planned balance. This is permitted for all major school districts, except city school districts, in
order to avoid shortages of cash between the opening of the school fiscal year and the actual
receipt of property taxes. Taxes levied for a public library sponsored by a school district and taxes
levied for a central high school district by a component elementary district are included, as well
as federal payments and contributions in lieu of taxes and interest and penalties on real property
taxes. State reimbursements for the School Tax Relief (STAR) program are also included as

a component of Real Property Taxes. Additional information on STAR reimbursements for
individual school districts is available by contacting the State Comptroller’s Office at

(518) 474-6858.

Non-Property Taxes (County/City/Town/ Village/Fire Districts): This includes sales tax
receipts retained by the county or city from their sales tax, if applicable, or sales tax receipts
distributed to other classes of local government by the county. It also includes revenues from all
other non-property taxes imposed by a local government (e.g,, utilities gross receipts tax, consumer
utility tax (if not included in sales tax), off-track betting surtax, franchises). For counties, it
includes sales tax credits to towns to reduce the county real property tax levy, tax on hotel room
occupancy, harness and flat track admission tax, privilege tax on coin-operated devices, and
interest and penalties on non-property taxes. City non-property taxes also includes the income
tax surcharge of the City of Yonkers and New York City.
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Explanation of Terms (Cont’d)

Non-Property Taxes (School): These amounts consist of receipts by school districts from local
sales and compensating use taxes and local consumer utility taxes. Sales and compensating use
taxes may be imposed only by counties and cities, which retain the proceeds for municipal
purposes or distribute all or part of the proceeds to school districts in the county based on sales
tax agreements or county resolutions. Distribution of sales tax proceeds to school districts occurs
in the following counties: Erie, Livingston, Monroe, Onondaga, Orleans, Wayne and Westchester.
Consumer utility taxes may only be imposed by school districts with territory in cities under
125,000 population, as well as by counties and cities. Not all eligible school districts elect to
impose this tax.

State Aid (County/City/Town/ Village/Fire Districts): This is the total of aid from the State
for various categories, including general purposes, education, public safety, health, transportation,
social services, economic assistance and opportunity, culture and recreation, home and community
services, natural resources, libraries, veterans’ service agencies, mental health, urban renewal,
natural resources, mortgage tax, maintenance and construction of sewage treatment facilities,
highways, loss of railroad tax, navigation law enforcement, youth programs, recreation for the
elderly, etc.

State Aid (School): Receipts from all types of state aid available to public schools are included
here. Amounts of state aid deducted for each district’s assessment for retirement and for the
percentage of teachers’ salaries for transmittal to the New York State Teachers” Retirement System
are included as revenues to the district.

Federal Aid: This is the total of federal aid for the various categories enumerated under State Aid.

Other Revenues: This includes all revenues not otherwise classified, such as departmental
income, licenses, permits, rentals, sales, fines and forfeits, recoveries, refunds, etc. It also includes
interest from moneys invested or deposited and revenues received from other local governments.
For counties, this also includes tobacco settlement payments, including securitized payments. For
school districts, this represents receipts not otherwise classified, including tuition and
transportation of non-resident pupils, proceeds of insurance adjustments, sales of surplus
property, and lunch and store fund sales. Interfund revenues are not included under this category.
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Explanation of Terms (Cont’d)

Expenditures:

Current Operations: This category includes total expenditures for operating costs. Included in
current operations are personal services, employee benefits and contractual expenditures. Personal
services include expenditures of salaries and wages. Employee benefits may includes such items as
the local government’s share of State retirement, police and fire retirement, pension funds, hospital
and medical insurance, social security, workers’ compensation, life insurance, disability insurance,
etc. For school districts, this would also include the school district’s share of teachers’ retirement.
Contractual expenditures represent all other operating costs exclusive of personal services and
employee benefits and would include expenditures for other operating supplies and services. For
counties, Medicaid expenditures represent the local share of these costs except where the county
operates a health care facility( such as nursing home). For New York City only, current operations
may also include equipment expenses.

Equipment and Capital Outlay: Included in this category are expenditures for equipment
purchases and the construction, improvement and acquisition of fixed assets (municipal or school
district facilities, public buildings, real property, streets, highways, bridges, sewers, etc.). For New
York City, it only includes expenditures from the Capital Projects Fund.

Debt Service:

Principal: This consists of principal payments for the redemption of bonds and notes. Due
to accounting treatments, these amounts may not include principal payments on short—term
indebtedness and bond anticipation notes, principal payments made within enterprise funds
and bond anticipation notes redeemed from the proceeds of bond issues.

Interest: This consists of interest payments on bonds and notes.
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General Purpose Governments

Counties
Cities
Towns
Villages

Total General Purpose
Governments

Special Purpose Governments

School Districts
Fire Districts

Total Special Purpose
Governments

Other Special Purpose Entities

Agencies and Authorities
Libraries

Joint Activities

Districts

Miscellaneous

Total Other Special
Purpose Entities 1,124

Total Local Government Entities 4,301

NOTE: This chart presents local government entities identified as of June 2004 for annual financial reporting purposes.
The financial data presented in this report are derived from financial reports submitted for fiscal years ending in
2002. Since local government entities are created and dissolved from time to time, the numbers shown above
may differ from the number of entities listed in the tables in this report.
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Revenue and Expenditure Trends - 1992 to 2002

Counties, Cities, Towns, Villages and School Districts (Excludes NYC)
70

Revenues

60 X

50 -

40 -

30 4

20 A

Percent Change Since 1992

10 4

0 %

1692 1994 1996 1998 2000 2002

—o—County 0.0 11.2 21.7 19.5 33.5 38.1

—O—City (exc. NYC) 0.0 0.4 10.0 17.5 23.4 32.3

——Town 0.0 9.3 19.2 26.4 34.3 46.8

—3—Village 0.0 7.1 16.9 24.4 38.0 46.3

—X—School District 0.0 8.2 19.2 27.6 42.5 60.8
80

Expenditures «
70

60 -

50 -

40

30 -

20 -

Percent Change Since 1992

10 4

-10

1992 1994 1996 1998 2000 2002
—o—County 0.0 8.2 21.7 17.7 26.1 37.7
—o—City (exc. NYC) 0.0 1.1 5.9 9.5 18.1 29.2
—a—Town 0.0 10.1 19.1 21.2 30.5 44.7
—g—Village 0.0 10.0 19.2 26.1 411 55.0
—x—School District 0.0 8.9 19.4 30.0 45.9 705

Revenues - City revenues have increased at a slower rate than revenues for other classes of government in this time
period. Overall, the ability for cities to raise property taxes has been adversely affected by a stagnating tax base. Cities

have also been affected by a relatively slow growth in non-property taxes when compared to most other classes of
government.

Expenditures - School district expenditures have grown at a significantly greater rate than other classes of
government. This has been especially true for expenditures of equipment and capital outlay and debt service, butis
also true for current everyday operating expenses.
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Indebtedness and Property Value Trends - 1992 to 2002

Counties, Cities, Towns, Villages and School Districts (Excludes NYC)

250

Outstanding

Indebtedness —
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e
O 100 4
-
o
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(9]
~
50 4
0 +——f%
1992 1994 1996 1998 2000 2002
—o—County 0.0 4.2 10.5 13.6 11.0 3.1
—O—City (exc. NYC) 0.0 28.4 38.6 44.7 53.2 68.5
—A—Town 0.0 11.3 19.5 226 25.0 34.2
—O—Village 0.0 8.8 27.3 44.9 64.1 89.3
—%—School District 0.0 12.3 42.6 75.3 147.8 236.3
40
35 4
o 301
>
o)
-~ 25 4 N
5]
8 X
.(;:; 20
[3)
éﬂ 15 A
&
S
O 10
g
g X
O 51
bt
K 7
0 X
S O O X~
N \“ N O O
A
-10
1992 1994 1996 1998 2000 2002
—o—County 0.0 5.7 -4.1 15 6.7 23.7
—o—City (exc. NYC) 0.0 1.2 1.2 -4.4 3.8 4.4
—a—Town 0.0 6.4 -4.7 1.3 8.0 26.2
—+Village 0.0 14.0 3.8 6.6 12.4 35.4
—X—School District 0.0 -3.5 -3.2 -1.3 6.7 23.4

Outstanding Indebtedness - The growth in school district debt has significantly exceeded that of other local
governments. This increase was encouraged through a series of aid incentives to spend more on school construction
and renovation. County debt has increased only minimally and has actually decreased in the last three years, due in

part to the use of tobacco settlement moneys to reduce debt levels.

Full Valuation - Overall in this time period, cities have had a difficult time sustaining their tax base, especially when
compared to other classes of government. In recentyears, certain cities closer to the New York City metropolitan area

are generally an exception to this trend.
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by Function

The following tables and charts break down local government expenditures by
function. Explanation of specific expenditures included in each function are shown
in the footnotes to the applicable table.

Functional categories include only payments for personal services and contractual expen-
ditures. Total employee benefits for all functions are included as a separate

category. Equipment and capital outlay and payments of principal on debt do not appear
in these tables.
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Publication Listing

Please refer to the Comptrollet’s Website (http://www.osc.state.ny.us) or call (518) 486-3152 for more

information on these publications.

D

1(b)
()
1(d)
1(e)
1(9)

2)

2(a)
2(b)
2(c)

3)

3()
3(b)
3(9)
3(d)
3(¢)
3()
3©

4)

ACCOUNTING AND FINANCIAL INFORMATION
UNIFORM SYSTEM OF ACCOUNTS

Pursuant to General Municipal Law, the Comptroller’s Office publishes accounting manuals with a
standard chart of accounts to assist governments in maintaining accounting records in conformance
with Generally Accepted Accounting Principles and legal requirements:

1(a) Accounting & Reporting Manual (formerly known as the “Uniform System of Accounts”)
for Cities, Villages, Counties and Towns

Uniform System of Accounts for School Districts

Uniform System of Accounts Libraries

Uniform System of Accounts B.O.C.E.S.

Uniform System of Accounts Soil & Water Conservation Districts
Uniform System of Accounts for Industrial Development Agencies

ACCOUNTING PROCEDURES FOR CERTAIN COUNTY DEPARTMENTS

Accounting Procedures for Probation Departments
Accounting Procedures for County Sheriffs
Accounting Procedures for County Clerks

LOCAL GOVERNMENT MANAGEMENT GUIDE (LGMG)

Financial Condition Analysis
Internal Controls

Reserves

Strategic Planning

Fiscal Oversight Responsibilities
Capital Assets

Multi-Year Capital Plans

FINANCIAL MANAGEMENT GUIDE FOR LOCAL GOVERNMENTS

This two-volume set covers the following topics: Financial Planning and Budgeting, Cash Management and
Investments, Receivables and Other Assets, and Reference Sources.
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4a)

4b)

5)

6)

7)

8)

GOVERNMENTAL ACCOUNTING IN NEW YORK STATE #1
(Introduction To Governmental Bookkeeping)

The textbook used in the Introduction to Governmental Bookkeeping Seminar conducted by the
Comptroller’s Office. It describes the double-entry basis of accounting as used by New York State local
governments.

GOVERNMENTAL ACCOUNTING IN NEW YORK STATE #2
(Accounting Principles and Procedures)

The textbook used in the Accounting Principles and Procedures Seminar conducted by the Comptroller’s
Office. It describes the accounting principles prescribed by GAAP and procedures in the areas of pro-
curement, budgeting, fixed assets, and various types of fiduciary functions.

CONFLICTS OF INTEREST OF MUNICIPAL OFFICERS AND EMPLOYEES

Under Section 807 of the General Municipal Law, the chief executive officer of each municipality is
required to cause a copy of Article 18 of the General Municipal Law to be kept posted in each public
building under the jurisdiction of his/her municipality. The Comptrollet’s Office will provide a copy upon
request. This information is also available at The New York State Assembly’s website

(http:/ /assembly.state.ny.us).

INFORMATION FOR TOWN OFFICIALS

A review of the basic duties of a town supervisor with statutory references designed to assist the newly
elected supervisor in becoming familiar with the structure of town government and the supervisot’s role
in it. This is also a publication useful to town board members and other town officials.

FINANCIAL INFORMATION FOR TOWN HIGHWAY SUPERINTENDENTS

Information on personnel, budgeting, accounting, payrolls, borrowing, capital planning, purchasing,
leasing and other topics of interest to town highway superintendents (Also applicable to county highway
superintendents).

INFORMATION FOR FIRE DISTRICT OFFICIALS

A comprehensive guide that includes Uniform System of Accounts for Fire Districts and information on
basic duties of various district officers, referendums and public hearings, budget process, capital planning,
cash management, reserves, bonds and notes, convention travel and other expenses, procurement proce-
dures, internal controls, fire protection contracts and ambulance service and statutory references.
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9)

10)

11)

12)

13)

14)

STATISTICAL AND INFORMATION PUBLICATIONS
FINANCIAL DATA FOR LOCAL GOVERNMENTS

This publication (previously the Special Report on Municipal Affairs) is now included on the CD-ROM
accompanying this volume.

OVERLAPPING REAL PROPERTY TAXES

This publication presents comprehensive statistics and pertinent information concerning overall real
property tax rates of the State’s municipalities.

HOW TO APPLY FOR EXCLUSION OF SEWER DEBT FROM MUNICIPAL
DEBT LIMITS

Sewer debt exclusions are not automatically granted to municipalities. This publication describes the
procedures for counties, cities, towns, and villages to apply to the State Comptroller for exclusion of
sanitary sewer debt from their Constitutional debt limits.

HOW TO APPLY FOR EXCLUSION OF SELF-LIQUIDATING DEBT

This booklet describes the procedures for counties, cities, towns and villages to apply, pursuant to Section
123.00 of the Local Finance Law, to the State Comptroller for exclusion of self-liquidating debt from their
municipal debt limits.

LEGAL TOPICS

LEGAL REQUIREMENTS AND ADMINISTRATIVE PROCEDURES FOR APPROVAL
OF COUNTY DISTRICTS

A guide for preparation of applications to be submitted to the State Comptroller for approval of county
districts.

PART 85 APPLICATIONS FOR PERMISSION TO ESTABLISH OR TO EXTEND
TOWN OR COUNTY IMPROVEMENT DISTRICTS AND TO AUTHORIZE TOWN
SEWER, DRAINAGE, AND WATER IMPROVEMENTS

Part 85 was added to Chapter 3 of the Code of the Rules and Regulations of the State of New York. The
Comptroller’s Office will provide a copy of these State regulations upon request.
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15)

16)

17)

18)

19)

LEGAL REQUIREMENTS AND ADMINISTRATIVE PROCEDURES FOR APPROVAL
OF TOWN SPECIAL IMPROVEMENT DISTRICTS AND SEWER AND WATER
IMPROVEMENTS

A guide for preparation of applications to be submitted to the State Comptroller for approval.

LEGAL REQUIREMENTS AND ADMINISTRATIVE PROCEDURES FOR APPROVAL
OF FIRE, FIRE ALARM AND FIRE PROTECTION DISTRICTS

Information on the requirements and procedures for forming these districts in towns.

APPLICATION FORMS FOR CERTAIN TOWNS WITHIN THE ADIRONDACK
PARK

These forms are intended for use by those towns within the Adirondack Park that are required to obtain
the consent of the State Comptroller to the original issuance of bonds and notes (LLocal Finance Law,
§104.10) or to fire protection contracts entered into on behalf of fire protection districts (Town Law,
§184-b).

COMPETITIVE BIDDING UNDER GENERAL MUNICIPAL LAW, §103

A research paper discussing the legal requirements in connection with competitive bidding for
procurement.

JUSTICE COURT FUND
HANDBOOK FOR TOWN AND VILLAGE JUSTICES AND COURT CLERKS

The Handbook for Town and Village Justices and Court Clerks is to assist in fulfilling the financial
reporting requirements of the Town and Village courts.
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Video Tape Listing

Please refer to the Comptroller’s Website (http://www.osc.state.ny.us) or call (518) 486-6574 for more

information on ordering these videos.

Fire District Management: Tools of the Trade - How to Prevent Waste, Fraud, Abuse - For fire district

officials. Learn directly from the experts about financial records & reporting, conflicts of interest, travel expenses,
contracts & procurement, risk management and good business practices.

Building Blocks for Town Government - The 3R’s: Roles, Responsibilities and Relationships -Back by
popular request - from the more than 500 who attended in 1999- this program explores the relationships between

the town board and the supervisor, clerk, highway superintendent and the budget; meetings, motions, minutes,
appointments, audit of claims and fiscal records and other town topics of interest to you as a new town official.

New and Improved Retirement Benefits - If you are involved with employee benefits or an organization whose
employees are members of the New York State and Local Retirement Systems and want to learn more about the
impact of recent retirement legislation. This one’s for you!

The Key to Intermunicipal Cooperation - Learn the right way that you, too, can be part of the world of
cooperative agreements. Unlock the answers to your questions by hearing what the experts have to say about
available resources, legal requirements, where to get help and how to decide if this process is for you.

DWI: Arrest, Arraignment and Beyond - For town and village justices and court clerks - cosponsored by the
Office of Court Administration. Watch a mock DWI arraignment and find out about setting bail, a Pringle hearing,
granting a hardship privilege, the necessary forms and other pertinent information of importance to you.

Building Blocks for Town Government: Personnel Management and Civil Service - For town officials

and policy makers, another in our series cosponsored by the Association of Towns, this program will give you the
personnel and civil service information you need including job classification, hiring, appointments, fringe benefits
and Section 75 procedures. (Taylor Law or Tax issues are not covered in this teleconference)

Implementing the New and Improved Retirement Benefits: The Dialogue Continues - If you attended

the September 2000 update on the new legislation, you won’t want to miss this continuation of where the Retirement
System is in regard to processing, setting priorities, volume, “new” member statements and internet monthly reporting.

Fire District Management Tools of the Trade: Money - How to Raise It, Spend it and Still Stay Out of

rouble - is one is a must for fire district officials. e experts will tell you what you need to know about budgets
Troubl t for fire district officials. The experts will tell y hat y d to kn bout budgets,
procurement, competitive bidding, change orders, bid specs and the documentation you need for the auditors.

What Do We Do Now? - For newly elected and re-elected town officials - cosponsored by The Association of
Towns of the State of New York. Recently elected? Have a lot of questions? Learn from the experts what you
need to know about powers and duties, budgets, conducting town board meetings, appointments, conflicts of
interest and other town topics.

Small Claims - Big Issues - Ever had questions about Small Claims Court and the process? This program’s for
you. Cosponsored by the Office of Court Administration, you’ll get the facts about filing the claim, counterclaims,
hearing and post judgment and questions answered by the experts.

Avoiding Conflicts of Interest - What is an interest in a contract? Is it ever prohibited? What is the dollar limit
on gifts? If you’ve ever wondered about the right answers to these questions, don’t miss this program. Hear about
incompatibility of office, appearance of impropriety, codes of ethics and many related topics. Cosponsored by
The Association of Towns of the State of New York.

A Pre-Retirement Seminar - An Employer Perspective - An abbreviated version of the Retirement seminar

attended by your employees, this program will give the information you need as an employer to guide prospective
retirees. Learn about final average salary, service credits, vesting estimates, filing requirements and benefits registration.
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Fire District Management - Tools of the Trade: Roles and Responsibilities - This program, cosponsored

by the Association of Fire Districts of the State of New York, Inc., will give you the answers to your questions
regarding the relationships of chief and commissioner, and fire company and fire district, discipline, residency,
travel, training, dues, fund raising, budgets and other timely topics of interest to fire district officials.

Calling ALL Clerks —Do you know what the clerk’s role is in the legislative process? Experts will help you
understand this topic and many more such as records management in the 21* century and roles & responsibilities
of the clerk & the board. Cosponsored by The Association of Towns of the State of New York and the New York
State Conference of Mayors.

Getting Up To Speed on Handling VTL 1180 Cases - A program for town and villages justices and clerks on

handling speeding tickets including pre-taped segments with examples of actual situations. Cosponsored by the
Office of Court Administration.

The Low Down on LOSAP and Procurement Issues — This program will give you the low down on volunteer
firefighter service award programs and select issues relating to purchases of equipment and apparatus. It is
designed for all fire district commissioners and officers. Cosponsored by the Association of Fire Districts of

the State of New York, Inc.

Retirement — A Town Hall Meeting with Alan G, Hevesi - This program will tell you what you need to know

as an employer and participant in he NYS and Local Retirement Systems such as: Strengthening the Pension Fund;
Stabilizing Government Payments now and in the future; and Trends in Employer Contributions. Cosponsored by
New York State and Local Retitement Systems.

Where’s the Money? - A program for all Municipal Officials concerned with funding initiatives for water, sewer
and other environmental projects. Cosponsored by The Office of the Lt. Governor — Quality Communities, and
the NYS Water & Sewer Co-Funding Initiative.

ust Flected — What Do You Do Now? — This program is specifically designed for newly elected and reclected
town officials to help them understand their duties and how Town government functions. Topics include: powers
and duties, budgets, transitional issues, conducting town board meetings, appointments, conflicts of interest, and
other town issues. Cosponsored by The Association of Towns of the State of New York.

Fire District Management: Ask the Attorney This is designed for all fire district commissioners, officers and
attorneys. The program covered many legal issues-including purchasing, hiring, conflicts of interest, elections, discipline,
construction projects, etc. Cosponsored by the Association of Fire Districts of the State of New York, Inc.

DWI: Trial by Jury This program for town and villages justices and justice court clerks is on handling DWT tickets
with the focus on conducting a trial. This will includes pre-taped segments with examples of actual situations.
Cosponsored by the Office of Court Administration.

Fire District Management: More about Money & Management This is designed for all fire district commis-

sioners, chiefs, secretaries, attorneys, district managers/superintendents and emergency medical service petsonnel.
The program is about financial issues including LOSAP, EMS/HIPPA rules and process, financing capital projects,
using reserve funds and authorized expenses and travel reimbursement. Cosponsored by the Association of Fire
Districts of the State of New York, Inc.
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New York State

REGIONAL
OFFICES

- BUFFALO 5 - GLENS FALLS
- ROCHESTER 6 - ALBANY

- SYRACUSE 7 - HAUPPAUGE
- BINGHAMTON

78 2004 Annual Report | OFFICE OF THE STATE COMPTROLLER



Regional Office

BUFFALO REGIONAL OFFICE

Robert Meller, Chief Examiner ¢ Office of the State Comptroller

295 Main Street, Room 1050 « Buffalo, New York 14203-2510

Phone (716)847-3647  Fax (716)847-3643 « E-MAIL: Muni-Buffalo@osc.state.ny.us

Serving: Allegany, Cattaraugus, Chautauqua, Erie, Genesee, Niagara, Orleans, Wyoming Counties

ROCHESTER REGIONAL OFFICE

Ed Grant, Principal Examiner ¢ Office of the State Comptroller

The Powers Building « 16 West Main Street — Suite 522 « Rochester, New York 14614

Phone (585)454-2460 « Fax (585)454-3545 « E-MAIL: Muni-Rochester@osc.state.ny.us

Serving: Cayuga, Chemung, Livingston, Monroe, Ontario, Schuyler, Seneca, Steuben, Wayne, Yates Counties

SYRACUSE REGIONAL OFFICE

Debora Wagner, Chief Examiner ¢ Office of the State Comptroller

State Office Building, Room 409 « 333 E. Washington Street « Syracuse, New York 13202-1428
Phone (315)428-4192 « Fax (315)426-2119 « E-MAIL: Muni-Syracuse@osc.state.ny.us

Serving: Herkimer, Jefferson, Lewis, Madison, Oneida, Onondaga, Oswego, St. Lawrence Counties

BINGHAMTON REGIONAL OFFICE

Patrick Carbone, Chief Examiner « Office of the State Comptroller

State Office Bldg., Room 1702 « 44 Hawley Street « Binghamton, New York 13901-4417

Phone (607)721-8306 « Fax (607)721-8313 « E-MAIL: Muni-Binghamton@osc.state.ny.us

Serving: Broome, Chenango, Cortland, Delaware, Otsego, Schoharie, Sullivan, Tioga, Tompkins Counties

GLENS FALLS REGIONAL OFFICE

Karl Smoczynski, Chief Examiner « Office of the State Comptroller

One Broad Street Plaza « Glens Falls, New York 12801

Phone (518)793-0057 « Fax (518)793-5797 « E-MAIL: Muni-GlensFalls@osc.state.ny.us

Serving: Clinton, Essex, Franklin, Fulton, Hamilton, Montgomery, Rensselaer, Saratoga, Warren,
Washington Counties

ALBANY REGIONAL OFFICE

Thomas J. Kelly, Jr., Chief Examiner ¢ Office of the State Comptroller

22 Computer Drive West « Albany, New York 12205

Phone (518)438-0093 Fax (518)438-0367 « E-MAIL: Muni-Albany@osc.state.ny.us

Serving: Albany, Columbia, Dutchess, Greene, Orange, Putnam, Rockland, Schenectady, Ulster, Westchester
Counties

HAUPPAUGE REGIONAL OFFICE

Allan S. Cohen, Chief Examiner « Office of the State Comptroller

NYS Office Bldg., Room 3A10  Veterans Memorial Highway « Hauppauge, New York 11788-5533
Phone (631)952-6534 « Fax (631)952-6530 « E-MAIL: Muni-Hauppauge@osc.state.ny.us

Serving: Nassau, Suffolk Counties
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Central Office

Central Office Listing

Division of Local Government Services and Economic Development (518) Area Code
Executive
Mark P. Pattison, Deputy COMPLIOIET ...........uuueieiiiiiiiiiiiiiieeeeeeeeeeeee e 474-4037
John Clarkson, Assistant Comptroller ..., 474-4037
Steven J. Hancox, Assistant Comptroller ... 474-4037
Training (Local Official Training, Teleconferences, Videotapes) .........cccccveeveereeriiiieineeeeeenn. 473-0005
Local Government Services (Audits, Technical Assistance, $MART, 3CS) ........cccceeuveeeee. 474-5404
Statewide and RegioNal PrOJECES .......uuiiiiiiiiiiiiiiie et 474-6042
Professional Standards (Auditing and ACCOUNTING) ......uuuuuuumummmiiniiiiiiiiiiiiieieeeeeeeeeeeeeeeeeeeeees 474-5404
Financial Reporting (Annual Financial Reports, Constitutional Limits,
Real Property Tax Levies, Local Government APProvalsS) ..........ueeeeeeeeeieeiiieiiiiiiiiieiaeieaeeaeeenn. 474-4014
Information Services (Request for Publications or Government Data) ..............cceeveveeeeeee. 474-6975
JUSTICE COUIT FUND ...t e e e e e s aeeeas 473-6438

Electronic Filing
Questions Regarding Electronic Filing of Annual Financial Reports ..............cccooe s 474-4014
Questions Regarding Electronic Filing of Justice Court Reports ........ccccccvvvveeiieeiieeienn. 486-3166

2004 Annual Report | OFFICE OF THE STATE COMPTROLLER



New York State
Office of the State Comptroller
Division of Local Government Services
and Economic Development
110 State Street, 12th Floor ¢ Albany, New York 12236





