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A MESSAGE FROM
THE NEW YORK STATE COMPTROLLER

Local governments across New York operate amid
evidence of mounting fiscal stress despite several positive
developments in the past year, including increases to the
State’s revenue—sharing program and an improved economy.
Signs of growing fiscal stress include increased numbers
of municipalities that are dangerously approaching their
Constitutional tax limits, growing numbers of budget
deficit financing bills, large projected budget gaps in many
of our cities, and school district tax levies that continue

to significantly exceed inflation. Not surprisingly in these
times, there is heightened interest around the State in
intermunicipal cooperation and consolidation.

As my Office pointed out in a recent report, New York State’s laws and historic municipal
designations have not changed over the years despite dramatic shifts in the population and
character of today’s local governments. It may be time to focus attention on the basic structure of
local government, including State laws covering service provision, governance, revenue structure,
intergovernmental aid and the provisions under which municipalities may merge, dissolve or annex
territory. With today’s heightened focus on local government efficiency, it makes sense for the State
to take an in-depth look at these issues.

Highlighted within this report are some of the major fiscal trends in New York’s local governments
and recent policy developments that affect their operations and financial health. This report helps
illustrate the complex and changing environment in which local governments must operate, and the
delicate balance local officials must achieve between service delivery and fiscal responsibility.

The services and activities of the Division of Local Government Services and Economic
Development are also summarized in this report. My Office has an obligation to assist local
governments in coping with fiscal pressures, and we have been expanding our performance
auditing and budget review capabilities, issuing policy reports highlighting key local government
issues and enlarging our training and technical assistance efforts.

I will continue to focus the attention of this Office on improving the condition of local
governments and the communities they serve.

Sincerely,

Alan G. Hevest
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OFFICE OF THE
NEW YORK 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.

J Promote government reform and facilitate economic
development across New York State.
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Executive Summary

Local governments across the State continue to
operate amid a barrage of fiscal pressures that
show no signs of diminishing in the near future.
The tenuous financial condition of some local
governments (particularly upstate) persists despite
several positive developments in the past year.
These include significant structural changes

to the Medicaid program which effectively cap
the growth in local Medicaid costs; considerable
increases in the State’s revenue sharing program;
substantial increases in school aid; and an
improved economy marked by relatively

low inflation.

New York State has many layers of government.
At each level, evidence of fiscal stress is mounting,
A small but growing number of municipalities

are approaching or are dangerously close to their
Constitutional tax limits. In recent years, the State
Legislature has approved increased numbers of
deficit financing bills. Large projected budget
gaps threaten the fiscal stability of many of

our cities. School district tax levies continue to
significantly exceed inflation. Negative population
trends, particularly the loss of young adults, drain
the vitality of many upstate communities. Not
surprisingly, in these times of fiscal uncertainty,
interest in intermunicipal cooperation and
consolidation is on the rise.

These developments around the State illustrate the
complexity and changing nature of the fiscal and
organizational environments within which local
governments must operate. Moreover, they reflect

In Western New York, Monroe County faces
significant projected budget deficits over
the next few years and is attempting to
restructure its municipal sales tax sharing
agreements. Erie County’s fiscal situation has
yet to stabilize despite the fact it is subject to
the overview of afinancial control board. The
City of Buffalo, also under financial control
board oversight, has been operating under
a wage freeze for the past several years. On
Long Island, overburdened taxpayers are
guestioning school district budgets and
special district operations that add hundreds,
even thousands, of dollars to their tax bills
each year.

1
the delicate balance local officials must achieve
between service delivery and fiscal responsibility
as they develop their annual budgets.

In response to these growing pressures, the
Office of the State Comptroller (OSC) is
expanding its performance auditing capabilities,
increasing the number of budget reviews
performed on behalf of local governments,
initiating a series of local government policy
reports and enlarging its already robust training
and technical assistance efforts. Many of

the services and activities of the Division of
Local Government Services and Economic
Development are discussed in this report.

Broome County is examining shared services, governmental consolidation and village dissolutions.

Three volunteer fire companies in the Essex County town of Moriah are studying consolidation.

Herkimer County is considering consolidation of county and municipal highway services.

Fulton County is investigating school consolidation while Chemung County is considering police

service consolidations.

DivisioN oF LocAL GOVERNMENT SERVICES & EcoNoMIC DEVELOPMENT
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This report highlights some of the major

fiscal trends that exist among New York’s

local governments, as well as recent policy
developments and initiatives that affect their
operations and financial health. The information
presented is based on financial data that local
governments submit to OSC on a yearly basis,
and supplemented by other sources. These data
are critical to understanding the condition of
local governments and guiding State and local
policymakers as they develop strategies for
coping with today’s fiscal realities. Accordingly,
OSC has also organized a Local Government
Financial Data Advisory Group to review the
structure of our local government financial data
set and the underlying systems for recording and
reporting that data. The purpose of this review
is to determine if reporting can be made less
complicated or otherwise improved to provide
more consistent data.

To expedite dissemination of local government
financial data, the Division began publishing
separate financial reports for each major class

of local government (the first such report on
village finances was published in October 2000).
These reports will be released at various times
throughout the year as information becomes
available.

Here are some of the highlights of current fiscal
trends in New York’s local governments:

Property Tax Pressures — Local governments
depend heavily on local property taxes, and New
York State has some of the highest local property
taxes in the nation. Recent revenue trends show
property taxes have grown at two to three times
the rate of inflation since 2000. Growth in the
property tax exceeds growth in all other local
revenues, including sales tax, State aid and other
nontax revenues.

Property Tax Growth
Annual Average Percent Change by Class of Government
1995-2000 vs. 2000-2005

8%
7% - Annual Average Inflation Rate, 1995-2005 (2.5%)
6% -
5% -
4% -
3% -
2% -
1% +
0% T T T

Cities Villages Towns Special  Counties  School
Districts Districts

Excluding STAR

01995 to 2000 E2000 to 2005

Tax Limit Warnings — Local governments are
subject to Constitutional limits on the amount of
revenue they may levy through property taxes.
As of 2006, 27 municipalities' had exhausted
over 80 percent of their tax limits, a clear sign of
fiscal stress. In 1999, only two municipalities had
exhausted 80 percent of their tax limits.

Local Sales Tax Rates Climb — Local
governments also depend heavily on the sales
tax and, while sales tax revenues have increased
in recent years, most of that increase has been
driven by local tax rate increases. As of August
20006, 52 of 57 counties have local sales tax rates
above 3 percent — 41 of these are at or above 4
percent.

Total Number of Municipalities Exceeding
80% of Their Constitutional Tax Limits

30 - 27

Number of Municipalities
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Revenue Sharing Increases Help, But Are Still
Below Inflation — With the restructuring of the
State’s revenue sharing program, municipalities
have received significant increases in aid. Despite
these increases, there remains a considerable
disparity between current funding levels and what
municipalities would be receiving had levels of
funding kept pace with inflation or growth in the
State budget over the last two decades.

Pension Contribution Rates Level Off —
Although some local officials continue to note
pension costs as a major strain on their budgets,
the recent rise in pension contributions has
leveled off. Rates for 2008 will be 9.6 percent of
payroll (down from 12.9 percent in 2005) for the
Employee Retirement System (ERS) and 16.6
percent (down from 17.6 percent in 2005) for the
Police and Fire Retirement System (PFRS).

Local Government Debt is on the Rise — Debt

is becoming an increasingly significant financial
burden for local governments. Between 1994 and
2004, increased reliance on debt resulted in the
doubling of total outstanding debt for all classes
of local government, from $16.6 billion to $31.3
billion.

Number of Authorizations for Bonding
Local Government Operating Deficits
12 4 11 11
10 A
8 - 7
6 5
4
2
0
1994-1997 1998-2000 2001-2003 2004-2006

Increased Deficit Financing — Deficit financing
is a relatively infrequent practice that has become
more common in recent years. Since 1994,

the State Legislature has authorized 34 bond
issuances to finance local government operating
deficits, totaling $279.4 million. Eleven of these
financings have been authorized in the last three
years.

Negative Population Trends — New York State’s
population grew 1.5 percent from 2000 through
2005, but virtually all of that growth occurred in
the New York City metropolitan area. Continued
population losses upstate (especially among
young adults) threaten the vitality of many
communities. This trend has a negative effect on
tax bases, business investment and job growth,
and has caused the fiscal health of upstate local
governments to suffer.
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The State of Local Governments

The tenuous financial condition of local
governments (particularly upstate) continues
despite several positive developments in the past
year, including changes to the Medicaid program
which effectively cap the growth in county
Medicaid costs, increases in the State’s revenue
sharing program and substantial increases in
school aid.

These realities help illustrate the complex fiscal
environment in which local governments must
operate. Moreover, they reflect the delicate
balance local governments must achieve between
service delivery and fiscal responsibility.

Property Taxes

One commonality among local governments is
their significant dependence on property taxes
and the increasing dissatisfaction of taxpayers
with the levels of local property tax burdens.
New York State has one of the highest property
tax burdens in the nation.

« Tax Burden — According to the U. S. Census
Bureau, New York’s local taxes per capita
were the highest in the nation in 2004. One
major reason for this is New York’s high local

Property Tax Growth
Annual Average Percent Change by Class of Government
1995-2000 vs. 2000-2005
8%
7% 4 Annual Average Inflation Rate, 1995-2005 (2.5%)
6% -
5% -
4% A
3% A
2% 4
1% 4
0% T T T T

Cities Villages Towns Special
Districts

01995 to 2000 @ 2000 to 2005

Excluding STAR

School
Districts

Counties

property tax, which ranked third in the nation
in 2004. Local property taxes in New York
were $1,704 per capita in 2004, or 56 percent
above the national average of $1,093. Only
New Jersey and Connecticut have higher local
property taxes.

Levy Growth — Property tax levies grew much
faster between 2000 and 2005 than during the
previous five years. From 1995 to 2000, levies
for every level of local government other than
school districts grew slower than inflation.
From 2000 to 2005, however, levy growth
was two to three times the rate of inflation.
Some of the reasons for this increase were
decreased rates of growth in other sources

of revenue (such as sales tax and State aid)
and significant increases in some categories
of expenditures (such as health care costs and
other fringe benefits).

Property Tax as a Share of Total Revenue
(1994 and 2004)

100%
80% -
60% -
40% -

20% -

0% -
School Fire NYC
Districts  Districts

Counties  Cities Towns  Villages Total

{1994 02004

Share of Total Revenue — The property tax

is the largest single revenue source for local
governments, accounting for 31 percent of all
local government revenue in 2004. When
New York City is excluded, property taxes
accounted for 43 percent of total local revenue
in 2004. Counties and cities, with their

more complex tax structures, raise only about
one-quarter of their revenue from this source.
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In contrast, villages, towns and school districts
use property taxes to raise about half of

all revenues, while fire districts are almost
entirely dependent on them. Most classes of
government, other than school districts,
showed less reliance on property taxes in
2004 compared to ten years ago. This shift
reflects efforts by local governments to reduce
their reliance on property taxes through local
sales tax rate increases as well as fee and

fine increases. However, this trend may be
reversing as the capacity to raise rates in

these revenue categories is diminished.

Tax Rates — Despite the increase in levies,
tax rates (as measured in dollars paid per
$1,000 of home value) declined downstate.
This was due to extraordinary increases in
home values, especially on Long Island
(Nassau and Suffolk counties) and in the
Mid-Hudson Valley (Dutchess, Orange,
Putnam, Rockland, Sullivan, Ulster and
Westchester counties).

Trends in Full Value Tax Rate,
Upstate vs. Downstate
2000-2005

$40.00 4

$35.00 -

S

N

$30.00 -
$25.00 -
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$15.00 1
$10.00 4

$5.00 -

$0.00

2000 2001 2002 2003 2004 2005

—— Downstate —=- Upstate \

Tax Relief — Rising property taxes have
triggered calls for relief, especially for school
levies, which accounted for 61 percent of all
property taxes levied in 2005. The School
Tax Relief program (STAR) — a State-funded
property tax exemption program enacted in
1997— reimburses school districts for taxes
they would have collected on a portion of the

value of eligible homeowners’ properties.
The 2006-07 State budget increased the
STAR exemption for seniors and instituted

new STAR-based rebates for all eligible
homeowners.

Tax and Debt Limits

Local governments are subject to statutory
limits on the amount of revenue they may

levy through property taxes and the amount

of debt they may issue. A small but growing
number of municipalities are approaching or are
dangerously close to their tax or debt limits, a
sign of fiscal stress. Nearly 15 percent of cities
exhausted 80 percent or more of their tax limits
in 2006, compared to less than 2 percent in
1999. Local governments that exhaust 80 percent
or more of their tax limits are notified by the
State Comptroller that they are in a potentially
dangerous financial condition.

« Tax Limits — As of fiscal years ending in 2000,
nine cities and 13 villages exhausted more
than 80 percent of their tax limits, including
five villages which exhausted 90 percent of
their limits. In 2005, five counties exceeded
this 80 percent threshold, including three
counties (Fulton, Cortland and Montgomery)
that exhausted more than 90 percent of their
limits. Towns are not subject to tax limits.

Municipalities Exceeding 80% of their
Constitutional Tax Limits
(As a Percentage of Class)

16.0% -
14.5%

14.0% -
12.9%)

12.0% 4

10.0% 1 9.7%
8.0% -
6.0% -
2.0% - 3.5%

2.3% 2.3%

2.0%4 8% 1.a%

0.7%
0.2%

0.0% 0.0%
0.0% T

Cities Counties Villages

@1999 W2001 02003 2005 M 2006 ‘
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+ Big Four — Of the Big Four cities, Rochester
and Buffalo continue to exhaust their taxing
capacity. In 2006, Rochester exhausted 87
percent of its tax limit, up from 84 percent
in 2005. Buffalo exhausted 92 percent of its
limit in 20006, an increase of 4 percent over
2005. To a great extent, this upward trend
toward tax limits in Buffalo and Rochester
is attributable to stagnant tax bases and
increased levies for the operations of their
dependent school districts.

» Debt Thresholds — According to data from
the 2004 fiscal year, most local governments
are not in danger of exceeding their debt limits.
However, eight villages and three

 Amounts Authorized — Since 1994, 34 bond
issuances totaling $279.4 million have been
legislatively authorized to finance local
government operating deficits.

e School Districts — From 1994 to 20006, deficit
financing was most prevalent for school
districts, representing 58 percent of the total
number of bond authorizations to finance
local government operating deficits.

* Fiscal Control Boards — Deficit financing has
been authorized for local governments via
financial control boards in the cities of Buffalo
and Troy and in Nassau and Erie counties.

of the Big Four cities have surpassed

70 percent of their constitutional Authorizations for Bonding Local Government
debt limits. No counties or towns Operating Deficits by Class (1994-2006)
are near their debt limits. # of Debt Issuances
Class Authorized Total Amount Authorized
Cities 5 $57,240,000
HP H H Counties 3 $126,500,000
Deficit Financing Touns 2 $5,575,000
Villages 4 $13,875,000
Local governments may issue debt to School Districts 18 $76,175,651
fund operating deficits only after the State Total 34 $279,365,651

Legislature grants the legal authority to do
so. Although deficit financing is a relatively
infrequent practice, it has become more common in
recent years — another sign of growing fiscal stress.

Number of Authorizations for Bonding
Local Government Operating Deficits
12 4 11 11
10 -
81 7
6 - 5
4
5
0
1994-1997 1998-2000 2001-2003 2004-2006

City Deficit Projections

In the 2005-06 State budget, all cities were
required to create multiyear financial plans that
project major revenues and expenditures for at
least the next three years. This requirement is
tied to the increased revenue sharing provided
by the Aid and Incentives to Municipalities
(AIM) program. To assist cities in meeting this
new requirement, the Division developed both a
guide and a template to help cities prepare their
plans. By spring 2000, all cities had certified they
had such plans in place, and 50 cities submitted
informational copies of these plans to the State.
Many of the plans used the Division’s template,
which included all elements required by law.

10 2006 Annual Report OFFICE OF THE STATE COMPTROLLER



« Growing Gaps — Most city financial plans
projected their finances through 2009,
allowing comparisons of surpluses or deficits
as a percent of total revenue in each year.
Although a few cities projected surpluses
for at least some years, most cities projected
budgetary gaps which grew in the outyears
of their respective plans. For those cities
which projected gaps, the average gap
(measured as a percent of revenues) was 5.2
percent in 2007 growing to 9.8 percent in
2009. Analysis shows that the projected
gaps widen to serious levels in several cities
in future years. For 2007, 6 cities projected
deficits of more than 10 percent of revenues.
For 2009, 10 cities projected gaps of more
than 10 percent of revenues. Projected gaps
exceeding 10 percent of revenues are indicative
of severe fiscal stress.

Size of Reported Gaps

(as a percent of revenues)
12.0%

7.0% -

2.0% -

-5.2%

-8.0% - -7.1%

i

-9.8%

-13.0% -

» Assumptions — The underlying assumptions
and quality of these plans vary widely,
indicating that it is best to draw general
observations from the trends evident in
the plans, rather than precise analytical
calculations.

The Division will continue to review and analyze
these plans as part of its fiscal monitoring
activities. It may be advisable for the State to
require more consistently structured plans in
the future.

Sales Tax

Sales tax revenues are a significant component

of revenue for local governments. In 2004, they
represented 8.6 percent of total local revenues.
Although only counties and cities are allowed to
levy a sales tax, other municipalities may receive
sales tax revenues as part of sharing agreements
with their respective counties. Local governments
have become more reliant on the sales tax.

Average Annual Increase in Sales Tax Revenue

(1994-2004)

6.0%
5.4%

5.0%

4.9%

5.0% o
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4.0% -

3.0% o
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Sales tax revenues are sensitive to changes in
the economy. This makes estimating future
revenues difficult and makes local governments
particularly vulnerable to negative changes or
economic slowdowns.

» Share of Total Revenue — As a class, county
reliance on the sales tax is about the same as
its reliance on the property tax (about 25
percent). Many counties are relying on the
sales tax as the primary revenue source. In
1994, 12 of 57 counties raised the majority of
their revenue from the sales tax. In 2004, 18
of 57 counties raised the majority of their
revenue from the sales tax.

e Regional Trends — Sales tax revenue trends
vary by region. The Mid-Hudson Valley has
experienced the most significant growth in
recent years, with average annual increases
of 9.2 percent, while the Finger Lakes Region
has experienced average growth rates of only
3.1 percent per year.
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Medicaid

Sales Tax as a Share of Total Revenue

(1994 and 2004) With passage of the local Medicaid cap in the

30% 1 2005-06 State budget, counties are afforded a new
25% 1 level of predictability as their officials formulate
20% 1 annual budgets. There is evidence this change did

15% moderate property tax increases in 2000.

10% -

5% ﬂ ﬂ n ﬂ ﬂ « Impact on Levies — A study by the Division
0% : : : ST : shows that, while county property tax levies

Counties Ciles — Towns  Villages - School - NYC - Total are still increasing, the rate of increase has
moderated. From 2001 to 2005, the average

annual increase in county property tax levies
was 7 percent. From 2005 to 2006 that rate of

+ Tax Rates — Most of the growth in sales growth was reduced to 3.3 percent.
tax revenue is explained by local rate increases.
While general State statute allows local sales + Sustainability — Although this change is a
tax rates up to 3 percent, only five counties positive one for local governments, continued
currently impose this base rate. The other focus on the cost of the Medicaid program is
52 counties have received specific State essential. This is especially important in terms
approval for rates above the 3 percent statutory of future sustainability. Counties recognize
limit. Today, approximately 85 percent of the this and are shifting their focus toward
State’s population reside in areas where the issues of Medicaid cost containment and
combined State and local sales tax rate is 8 fraud detection and prevention.

percent or higher.

Average Annual Increase in Sales Tax Distributions
by Region
(1999-2005)

10.0% 1 9.2%
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« Sharing Agreements — The majority of counties
(43 of 57) have some form of sales tax sharing
agreements with other local governments within
their boundaries. Sharing agreements are based
on a variety of measures, including population,
property value and/or average daily attendance
(in the case of school districts).
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Revenue Sharing

Unrestricted aid to local governments — known
as revenue sharing — is State aid that can be used
for any local government general purpose. The
intended goal of this program is to redistribute
tax dollars broadly to municipalities lacking

the tax base or taxing authority to generate this
revenue on their own.

The Legislature recently restructured the
program, significantly increased the level of aid
that municipalities receive and introduced new
accountability requirements. The revenue sharing
program is now referred to as Aid and Incentives
to Municipalities (AIM). Local governments will
receive almost $977 million in AIM funding in
2006-07.

Cumulative Percent Change
in Unrestricted Aid
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Comparison to Inflation and Other Measures —
Despite these significant increases, there
remains a considerable disparity between
current funding levels and what municipalities
would be receiving if funding had kept pace
with inflation or growth in the State budget
over the last two decades. Although the current
level of funding is nearly as high as it was when
funding for the program peaked in SFY 1988
89 at almost $1.1 billion, if this funding had
kept pace with inflation, the 2006-07 funding
level would have nearly doubled to $1.9

billion, more than $900 million over the
current appropriation. Furthermore, 1988-89
revenue sharing represented about 3 percent

of the State budget; in 2006-07, only 1 percent
of the budget is devoted to this purpose.

+ Cities — The vast majority of revenue sharing
funds go to cities — with other municipalities
receiving less than 10 percent of the aid. Cities
have historically been more dependent on
unrestricted aid than other classes of local
government and, as a result, have been more
affected by changes to revenue sharing.

A sizable portion of increased aid to cities
is conditioned on cities developing multiyear
financial plans.

Unrestricted Aid as a Percentage of State Funds
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* Incentive Grants — As part of an overall
State initiative to reduce the local property
tax burden, the Legislature also created the
Shared Municipal Services Incentive (SMSI)
program. The program funds cooperative
efforts by two or more municipalities to achieve
savings through eligible activities ranging from
shared services to consolidations or mergers.
This program was introduced in the 2005—-06
State budget with funding of $2.75 million; the
2006-07 State budget substantially increased
SMSI funding to $25 million.

Health Insurance

The cost of employee health care for local
governments, which has been increasing at several
times the rate of inflation over the last decade,

is expected to continue rising. According to the
Henry J. Kaiser Family Foundation, while the rate
of growth in health care premiums has moderated
somewhat recently, it is expected to continue
increasing at near double-digit rates.

+ Growth in Premiums — The Foundation’s
annual survey on employer health care benefits
indicates that in 2005 the cost of employee
health care premiums increased 9.2 percent,
slightly less than the 2004 increase of 11.2
percent.

e Inflation and Wage Growth Comparison—
The Kaiser Foundation also notes that
premiums for family coverage have increased
by 59 percent from 2000 to 2004, remarkably
high in comparison to inflation and wage
growth of 9.7 percent and 12.3 percent,
respectively, during that same period.

» Local Government Growth — This trend
has also been experienced by New York
State’s local governments, which increased
expenditures on employee health care
insurance by more than 52 percent between
2000 and 2004, an average annual increase
of more than 11 percent.

Local Government Pensions

During the 1990s, local governments

benefited from the strong economy and

robust stock market, resulting in extremely

low pension contribution rates for nearly a
decade. However, with the end of the “boom”
market period, employer contribution rates have
returned to historic norms. Today’s rates remain
well below those of the 1970s. In 1972, ERS
contribution rates reached 21.9 percent of
payroll and, in 1979, PFRS rates reached 35.1
percent of payroll.

Percent Change in Local Government Expenditures
on Employee Health Insurance
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Although some local officials continue to note
pension costs as a major strain on their budgets,
the recent rise in pension contributions has now
leveled off and even begun to decline. Rates for
2008 will be 9.6 percent of payroll (down from
12.9 percent in 2005) for the Employee Retirement
System and 16.6 percent (down from 17.6 percent
in 2005) for the Police and Fire Retirement System.

Local Government Debt

Debt is becoming an increasingly onerous

financial burden for local governments. As local
governments issue more debt, increased debt
service payments may constrict their capacity to
cope with economic downturns or unforeseen
financial responsibilities. From 1994 to 2004, every
class of local government experienced an increase
in total outstanding debt that outpaced the rise

in the total full value of real property. Since local
governments rely on property taxes as a primary
source of revenue, this trend may indicate a gradual
erosion of local governments’ abilities to manage
increasing debt burdens or necessary capital
expenditures.

e Trends — Between 1994 and 2004, increased
reliance on debt resulted in the doubling of
total outstanding debt for all classes of local
government, from $16.6 billion to $31.3 billion
(an average annual increase of 6.5 percent).

Percentage Change in Outstanding Debt
1994-2004
(Excluding New York City)
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School District and Village Debt — The most
dramatic increases in outstanding debt
occurred in school districts and villages.

For villages, total outstanding debt more than
doubled from $772 million to $1.6 billion; for
school districts, it more than tripled from

$4.1 billion to $14.9 billion (an average annual
increase of 13.8 percent). This dramatic
increase for school districts was likely related
to favorable State reimbursement formulas
that encourage school capital projects.
Consequently, for the 2004 fiscal year, 46
percent of total outstanding debt for all classes
of government was issued by school districts.

City and Town Debt — Other classes of local
governments that have experienced notable
increases in total outstanding debt are towns,
cities and fire districts. Total outstanding debt
for both cities and towns increased about 40
percent from 1994 to 2004. These increases
can likely be attributed to capital investment
for the improvement and replacement of aging
facilities and infrastructures.

Share of Total Outstanding Debt by Class
(2004)
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Fire District Debt — Within the same period

of time, total outstanding debt for fire districts
increased from $125 million to $233 million
(an average annual increase of 6.4 percent).
However, outstanding debt associated with
fire districts comprised the smallest percentage
of the total outstanding debt for all classes of
local government (1 percent in 2004).
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2006 State Legislation

Affecting Local Governments

Several bills were enacted during the 2006 State
legislative session that affect New York State’s local
governments. Some of these measures have the
potential to greatly influence the fiscal operations
of the State’s municipalities.

 Fire Districts — Several laws enacted in
2006 provide increased accountability and
transparency to the management of fire
districts and companies in New York State.
The new laws focus on training, travel,
financial audits, public budget hearings,
special elections, ethics, establishment of
capital reserve funds and administration
of service award programs. (Chapters 234
through 243)

» Electronic Filing/Annual Update Document—
Legislation enacted this year extends the time
period to 120 days for counties and cities
to file annual financial information with
OSC (as well as towns and villages with
populations of 20,000 or more). This
legislation also encourages local governments
to file electronically. (Chapter 710)

» Planning Board Training — Effective January
1, 2008 members of county, city (except New
York City), town and village planning boards,
and members of city (except New York City),
town and village boards of appeals must
annually complete a minimum of four hours
of training designed to enable them to serve
more effectively. (Chapter 662)

Shared Municipal Services Incentive (SMSI)—
This grant program funds cooperative efforts
by two or more municipalities to achieve
savings through eligible activities ranging
from shared services to consolidation or
merger. SMSI was introduced in the 2005-006
State budget with $2.75 million in funding
and was expanded in the 2006-07 State budget
with funding of $25 million. SMSI grants

are distributed through five different program
areas, including highway services, local
employee health insurance, county-initiated
programs, and consolidations and mergers

of municipalities. (Chapter 50, Laws of 2005
and Chapter 50, Laws of 2000)

Financing of Flood Relief Expenses —
Amends existing provisions of law to enable
municipalities to issue serial bonds to be
repaid over five years for extraordinary flood
expenses. In particular, this bill changes

the dates set forth in existing statute to

make the law applicable to the storm and

floods which severely affected 19 counties
in 2005. (Chapter 157)

Selection of Assessors — Authorizes cities
and towns to convert from multiple elected
assessors to one elected assessor, or from
an elected assessor to a single appointed
assessor without a referendum. Expressly
allows local legislative bodies to determine
whether their local laws are subject to
mandatory or permissive referendums or
none at all. (Chapter 521)
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Au d |tS an d Overs | g ht An audit of the Western Regional Off-Track

Betting Corporation found that officials

OSC has the constitutional and statutory had not developed an overall business plan
responsibility to oversee the fiscal affairs of that adequately addresses all potential

more than 4,200 government entities in New risks and contingencies of buying and

York State. OSC’s Division of Local Government operating the Batavia Downs harness track.
Services and Economic Development works In addition, the audit found that revenue
closely with local governments and performs projections for video lottery terminals at
periodic audits on municipalities throughout the harness track were very optimistic

the State. and not likely to occur. Working in concert

with other branches of the Comptroller’s
Office, the Division is developing an overall

Accountabil |ty Audits strategy to strengthen oversight of more
than 400 public authorities operated at the

The Division’s accountability audits ensute local level.
that control systems are in place to safeguard
the assets of local governments. A subset of e Acquisition of Athletic Fields — OSC found
accountability audits — fraud audits — reveals how that, in an attempt to acquire athletic fields
the lack of adequate controls can lead to criminal at no cost, three school districts and a town
abuse of local government assets. In 2005, the allowed dirt haulers to dump construction
Division found more than $11 million in local debris on their properties in exchange for the
government assets that were misappropriated dirt haulers renovating their athletic fields.
through fraud. It appears that the only parties to profit from
this scheme were the dirt haulers who received
* Roslyn Union Free School District — cost savings of between $7.4 million and
OSC found that more than $11 million $19.4 million for dumping the debris.
of district funds were used for personal The construction debris was found to be
expenses. This misappropriation occured contaminated and the athletic fields could
because top-level managers could override not be used. The school districts and town
the system and process payments outside face costly remediation work as well as legal
the normal flow of most transactions. The and engineering fees.

acts of fraud were complete violations of
public trust on the part of district officials.
Internal Control Audits

» Public Authorities — To support the

Comptroller’s goal of making public Government officials entrusted with public
authorities more accountable, the Division resources are responsible for complying with laws
increased its audit oversight of local public and regulations, meeting goals and objectives,
authorities. For example, an audit of the and safeguarding assets. A good internal control
Oneida-Herkimer Solid Waste Management system is an important element of a local
Authority found the methodology used to government’s financial and operating structure
develop projections for disposal costs at and is intended to assist local officials in meeting
a new landfill were well documented and these responsibilities. In 2005, the Division

the underlying assumptions and estimation identified a number of opportunities to improve
methods were objective and reasonable. internal control systems.

DivisioN oF LocAL GOVERNMENT SERVICES & EcoNoMIC DEVELOPMENT 2006 Annual Report 17



City of Rensselaer — The Division’s audit
disclosed that personnel charged with
overseeing the treasurer’s office failed to
ensure that internal controls were operational
or even in existence. Computer security was
so poor that virtually anyone had access to
the system server, program software and
data. Accounting records and support
documentation were so poor that the city’s
independent auditor could not render an
opinion on certain aspects of the city’s
financial statements.

Internal Controls Over Fire District Travel
and Administrative Controls — The Division’s
audit of 21 fire districts in western New

York disclosed that many Boards of Fire
Commissioners failed to provide adequate
policy guidance over travel and administrative
expenses and/or they neglected to monitor
whether officials complied with existing
policies. Staff also found that officials incurred
unnecessary travel costs and that internal
control deficiencies existed regarding to
district owned vehicles, cell phones and
inspection dinners.

Efficiency Audits

programs and determine if there are ways to
improve their efficiency and effectiveness.
These audits allow us to highlight important
operational issues and opportunities for
improvement to local governments.

Buffalo City School District — The Division’s
audit found the District did not accurately
verify or report data related to its participation
in the National School Lunch Program to the
State Education Department (SED). This
resulted in the District receiving approximately
$780,000 less in Extraordinary Needs Aid
(ENA) from the State than it should have
during the 2003-04 and 2004-05 fiscal years.
Furthermore, if District officials fail to take
corrective action, it could result in the District
not receiving approximately $2.2 million in
ENA for the 2005-006 fiscal year.

School District Medicaid Reimbursements—
The Division’s regional audit disclosed

that eight audited school districts failed

to claim at least $2.8 million of Medicaid
reimbursement. As a result, the school
districts did not receive at least $700,000

in Medicaid reimbursement revenues.

Budget Reviews

As local governments continue to face growing
fiscal pressures, the ability to save taxpayer dollars
through efficiency improvements is critical.

In 2005, Division audits of individual units of
government contained myriad recommendations
for cost savings and/or revenue enhancements.

OSC budget reviews help local governments
monitor structural balances in their budgets by
evaluating the consistency and appropriateness
of estimated revenues, appropriations and
appropriated fund balances. In 2005, Division
staff performed 22 budget reviews for local
governments, 13 of which were mandated by
special deficit financing legislation.

If followed, these recommendations could save
more than $25 million for the local governments
studied.

» Statewide Efficiencies — The Division also .
issued nine audits covering multiple units of

Deficit Financing Reviews — Budget reviews
mandated under deficit financing legislation

government during 2005. These performance
audits involved working with several local
governments or agencies in a particular region
or across the State to look at issues or

included the cities of Rome and Troy; the
villages of Freeport and Endicott; the towns
of Stony Point and Babylon; and the Greater
Amsterdam, Roosevelt, Schenectady, Troy,

18 2006 Annual Report | OFFICE OF THE STATE COMPTROLLER



Monroe-Woodbury, Liberty and Fabius—
Pompey school districts. The Division also
performed budget reviews for nine other
local governments.

Erie County — In 2005, at the request of
the Erie County Legislature and in the
wake of a mounting fiscal crisis, the
Division conducted a budget review of
Erie County. In so doing, staff identified
significant budget gaps through 2009.
Consequently, the Comptroller recommended
that the County be subject to control board
oversight. In July 2005, the Erie County
Fiscal Stability Authority was created.

The County was required to submit a
four—year financial plan to address the
gaps and has since submitted various
revisions to that plan. OSC continues

to monitor this situation closely.

Rochester City School District — A special
budget review prepared for the Rochester
City School District in March 2005 found
the District’s budget still requires additional
State or city assistance to be balanced.
Though the District had a stated fund
balance of over $50 million, the District
did not have enough cash resources to
operate and relied on short-term borrowing
to provide enough cash to pay bills.

Policy Reports

Property Taxes

in 2004, contributing heavily to New York’s
first place ranking in both local and state taxes
per capita.

Real property taxes have also been the fastest-
growing revenue source in recent years, rising 6.4
percent from 2000 to 2004, compared with 5.3
percent for sales and other nonproperty taxes,
4.3 percent for State aid and 1 percent for other
nontax revenues. Much of this growth is due to
factors such as slowing sales tax revenues and
increasing costs.

The magnitude of the property tax, its visibility
and recent growth have brought considerable
pressure to bear on State policymakers to provide
relief. The State’s largest property tax relief plan
— STAR — was implemented in 1997 and recently
augmented with an additional rebate.

Sales Tax in New York State

Given the importance of the sales tax to local
governments, OSC released Local Sales Taxes

in New York State: Description, Trends and Issues,

a report which examines current revenue

trends, local rate trends and municipal sharing
agreements. The report finds that communities
in New York State have some of the highest sales
tax rates relative to the rest of the nation. It also
shows that, in the wake of a declining economy,
many counties sought or extended temporary rate
increases above their statutory limit of 3 percent.
As of August 20006, 52 counties have local sales
tax rates above 3 percent — 41 of these are at or
above 4 percent. Today, approximately 85 percent
of the State’s population reside in areas where
the combined State and local sales tax rate is 8

The Division released Property Taxes in New York
State, a report on property tax burdens in New
York State that highlights several major issues
with New York’s largest tax — by far the largest
source of local government revenue and a larger

percent or higher.

Additionally, the Division’s research finds that
sales tax sharing agreements are in place for

revenue source than even the State’s personal
income tax. New York’s local property taxes
ranked third—highest per capita in the nation

most counties in the State. The formulas on
which these agreements are based vary from
county to county.
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Industrial Development Agencies Other Division Activities

(IDAS)

In May 2006, the Comptroller presented a plan Electronic Fili ng
to improve operations of the State’s industrial
development agencies. The plan included a policy Increasing electronic filing (e-filing) of all data
report (Industrial Development Agencies in New York collected from local governments continues
State: Backgound, Issues and Recommendations) an to be a priority for the Division. When local
analysis of current IDA operations, the results governments use e-filing to submit annual
of six IDA audits showing that only about a third financial reports, it promotes accuracy and
of IDA projects met job creation/retention goals, efficiency. Electronic filing software includes
and proposed reform legislation. editing capabilities, and the process limits
transcription and other data entry errors. Also,
Among the many improvements advanced by the increased efficiency of the e-filing process
the Comptroller were specific provisions improves the Division’s ability to quickly
recommending that IDAs be required to: produce valuable and current analysis. Since
its introduction in the late 1990s, e—filing has
* submit detailed annual information regarding been promoted by the Division through training
jobs actually created as a result of their projects,  and technical assistance. The number of local
the financial incentives received by companies governments using electronic filing has steadily
and the payments-in-lieu-of-taxes (PILOTS) increased on an annual basis.

made by project owners;

Electronic Filing Rates
e use standardized pI‘OjCCt applications and (As a Percentage of Local Governments by Class)

agreements allowing them to recapture 100% |
benefits from underperforming projects; and

90% o

¢ employ objective project evaluation criteria 80% |
when deciding whether to award benefits in
the first instance.

70% o

60%

Outdated Municipal Structures 500 | | | H
Counties Cities Towns Villages

New York State’s laws and designation of what
constitutes a city, town or village have not changed
despite dramatic shifts in the population and From 2003 to 2005, the percentage of local
character of today’s local governments, according governments using e-filing increased from 74
to a report (Outdated Municipal Structures: Cities, Towns ~ percent to 92 percent. During these three years,
and Villages—18th Century Designations for 21st Century villages and towns achieved the most marked

Communities) issued by the Division in October 2006.  improvements in electronic filing practices. In
2003, 64 percent of villages submitted their

The report summarizes the history of municipal financial data via electronic filing; by 2005, this
structures in New York State, analyzes the percentage increased to 90 percent. During the
implications of how these designations affect same period of time, the percentage of towns
municipalities today and illustrates what a modern that utilized e-filing increased from 77 percent
classification system might look like. to 92 percent. Counties and cities have
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consistently used electronic filing, maintaining
usage percentages between 96 percent and 100
percent during this period.

Legislation was enacted this year extending the
time period to 120 days for counties and cities to
file annual financial information with OSC (as
well as towns and villages with populations of
20,000 or more). This legislation also encourages
local governments to file electronically.

Local Government Financial Data
Advisory Group

The Office of the State Comptroller collects a
wide variety of data through annual financial
reports, resulting in an information repository
that is an essential resource for a broad spectrum
of users interested in local government issues.
This financial data is collected under systems

of accounting and reporting prescribed by

the Comptroller.

Current accounting and reporting systems
provide considerable flexibility in recording

and reporting local government financial
activity. While this flexibility is valued by some
local governments, it is also often a source of
frustration for users of the local government data
set because different reporting practices can limit
the analytical utility of certain data elements.

OSC has organized a Local Government
Financial Data Advisory Group to review the
structure of our local government financial data
set and the underlying systems for recording and
reporting that data. The purpose of this review
is to determine if reporting can be made less
complicated or otherwise improved to provide
more consistent data. Ideally, this would improve
the usefulness of the data for all users and could
also simplify reporting. This evaluation is being
pursued in partnership with local government
officials and associations representing them, as
well as other users of the data.

Training

During 2005, Division staff conducted training
at more than 30 statewide and regional events,
including conferences, training schools,
accounting schools, teleconferences and regional
forums. Through these instructional outlets, the
Division trained more than 13,000 local officials.
These programs included three key initiatives
spearheaded by the Comptroller:

» Schools Accountability - In alighment
with the Comptroller’s School District
Accountability Initiative, the Division
collaborated with a coalition of school
district organizations to develop a formal
document to guide school district auditing
practices. Additionally, the Division trained
more than 500 school district officials and
began collaboration on an online training
program designed to promote financial
accountability.

* Fire Districts - During 2005 and 2000,
Comptroller Hevesi also focused on improving
financial accountability in fire districts.

These efforts resulted in a series of new laws
to improve and strengthen fiscal accountability
in fire districts. OSC is the lead agency

in implementing these changes, including
establishment of minimum training
requirements and curriculum for fire
commissioners. To this end, the Division
collaborated with the Association of Fire
Districts of the State of New York to produce
two teleconferences and conducted training
at the Association’s major conferences.

« Justice Courts - Patterns in our audit reports
indicated a need for additional emphasis
on fiscal responsibility in Justice Courts.
The Division took proactive measures to
address these issues by developing a training
video that the Office of Court Administration
used as a part of regional training for
magistrates and court clerks. The Division
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provided training workshops on topics
addressing reporting and accountability for
more than 1,260 magistrates and court clerks.

Justice Court Fund

The Division is custodian of the Justice Court
Fund (JCF), established to account for the
revenues from fines and penalties collected
by the State’s 1,270 town and village justice
courts; the Department of Motor Vehicles’
Administrative Adjudication Program; the
Nassau County Traffic and Parking Violations
Agency; and parking surcharges collected by
the cities of New York, Buffalo, Rochester,
Yonkers, Syracuse and Albany. In particular,
the Division collects the State portion of these
fines and penalties, and accounts for the local
shares that are either retained by or refunded
to the municipalities.

e In the 2005-06 State fiscal year, JCF
distributed $462.7 million in fines, fees
and forfeitures derived from the adjudication
of motor vehicle, criminal, civil and other
cases at the local government level. Local
governments received 46 percent of this
distribution, or $214.8 million, and the State
received 54 percent, or $248.6 million.

* The JCF also received and distributed almost
$689,000 from cities, towns and villages for
the State’s portion of license fees from bingo
and games of chance.
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Demographic and Fiscal Overview of
Local Governments in New York State

Population Trends

From 1970 to 2000, New York State’s population
grew by 4 percent. The State’s population
increased by another 1.5 percent between 2000
and 2005.

« Cities — As a class, cities (outside NYC) have
suffered the greatest share of population loss—
19.5 percent between 1970 and 2000. Over
the past five years, city populations continued
to decline by 1.7 percent.

« Big Four — The Big Four cities of Buffalo,
Rochester, Syracuse and Yonkers have been
hit particularly hard by population decreases.
From 1970 to 2000, Buffalo lost 36.8 percent
of its population, while Rochester and
Syracuse lost 25.8 percent and 25.3 percent,
respectively. Yonkers lost 4 percent. Updated
Census estimates show that the trend
continues, with the exception of Yonkers,
which shows a slight increase over the past
five years (0.2 percent). From 2000-2005,
Buffalo lost another 4.4 percent of its
population, Rochester 4 percent and
Syracuse 3.8 percent.

« New York City — The State’s net gain in
population is largely explained by gains in
New York City, which increased in population
by 1.4 percent during the 30—year period
(1970-2000). In the last five years, New York
City’s population increased by 1.7 percent.

» Towns — To a large extent, losses in city
population represent shifts to surrounding
towns. As a class, towns saw the greatest
growth from 1970 to 2000 (15.5 percent)
as well as from 2000 to 2005 (2.1 percent).

Population Trends in Cities, Towns and Villages
(1970-2005)
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Villages — Villages have experienced marginal
population growth of 1 percent from 1970

to 2000, and just 0.2 percent in the past five
years. However, the trends are quite different
in upstate villages compared to downstate
villages. Upstate villages have lost 8.5
percent of their populations over the 30—year
period, while downstate villages have grown
by 10.6 percent. This trend continues based
on 2005 Census estimates which show
downstate villages gained 1.7 percent and
upstate villages lost 1.5 percent.

Implications — Stagnant growth and
population losses are troublesome for many
reasons. In the case of large upstate cities,

loss of population has negative impacts on
local tax bases which, in turn, drive local tax
bills up for remaining residents. Higher taxes
are a deterrent to new businesses and often
drive existing business out. Such a scenario
does not bode well for job growth, particularly
in higher paying employment sectors. As
population, business investment, job opportunity
and tax base diminish, so does the fiscal health
of the sponsoring local government.
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e Flight of Young Adults — One of the more
troubling developments is the flight of young
adults from the State—often after they have
been educated here. Between 1990 and 2004,
the number of residents 25—34 years of age
in the 52 counties north of Rockland and
Putnam counties declined by more than 25
percent. In 13 counties that include cities
like Buffalo, Syracuse and Binghamton,
the population of young adults fell by more
than 30 percent.”

This trend also has negative implications for
job growth. Without a vibrant, educated and
available work force, businesses are far less
likely to relocate to or stay in New York.

Revenue Trends:
“Where the Money Comes From”

¢ Revenue Mix — Revenue for all local
governments in New York State totaled
$115 billion in 2004, which reflects a 28
percent increase since 1999. Of this amount,
31 percent was raised through property
taxes. Overall, State aid is the second—most
significant source of local revenue, comprising
21 percent of the total. Federal aid and
non-property taxes (excluding sales tax)
each account for 10 percent of the total.
Sales tax revenues account for 9 percent of
the revenue mix.

Local governments raise revenue through a
variety of sources to provide the services that
residents demand. The degree to which a local
government depends on one type of revenue
versus another varies. Therefore, the exact
nature of the local revenue mix depends on the
class of local government and often reflects the
level of flexibility that a local government has in
constructing its budget.

Share of Revenue Attributable to
Each Type of Local Government, 2004
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« Growth Trends — Property taxes and federal
aid were the two fastest—growing revenue
categories between 1999 and 2004 — each
increasing about 38 percent over the five-year
period — followed by State aid and
nonproperty taxes, which grew by 25 and
22 percent, respectively.

Revenue Components by Local Government Class
2004

100%

40%

20%

10%

0%
Counties Cities (excl NYC Towns Villages School Districts ~ Fire Districts.
NYC)

mReal Property Taxes BNonproperty Taxes OState Aid OFederal Aid B Other Revenues
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» Revenues by Class — About 52 percent
of all local government revenue generated
in the State is raised by New York City. Of
the revenues attributable to all other local
governments, school district revenues account
for 23 percent while county revenues account
for nearly 15 percent of the total. Fire districts
represent the smallest share of total revenues
at less than 1 percent.

Share of Total Revenue by Class
2004
(excluding NYC)

Fire Districts
1%

Counties
31%

School Districts
48%

Cities
6%

Towns
10%

Villages
4%

e Outside of New York City — When New York
City is excluded, the revenue picture changes.
Revenues excluding New York City total $55
billion. Notably, school districts account
for nearly half of all revenues raised while
counties account for nearly a third.

Expenditure Trends:
“Where the Money Goes”

Just as local revenue sources vary according to
government class, so do local expenditures.
The degree of local budgetary flexibility is not
always controlled by local governments since
many costs are often mandated by the State

or federal government. This is an important
distinction given the increasing budgetary
pressures at the local level.

2004 Total Expenditures
$122.8 Billion
(all major classes of local government including NYC)

Debt Service
7%
Equipment and
Capital Outlay

9%

Current
Operations
84%

e Overall - In 2004, New York’s counties,

cities (other than NYC), towns, villages,
school districts and fire districts spent a
total of $59 billion. Most of that amount

(48 percent, or $29 billion) was expended
by public school districts. Counties, which
finance a share of local Medicaid and income
assistance programs, spent 31 percent of the
total, or more than $18 billion. Cities, towns
and villages together comprised another

20 percent of local government spending
($3.7 billion, $6 billion and $2.2 billion,
respectively). Separately reporting fire
districts spent about half a billion dollars.

Share of Total Expenditures by Class
2004
(excluding NYC)

Fire Districts
1%

Counties
31%

School
Districts
48%

Cities
6%

owns

10%

Villages
4%
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+ Spending by Object - Overall, 84 percent of
local government expenditures were made on
current operations, with the remainder
funding capital investments — 9 percent on
equipment and capital outlay and 7 percent
on debt service. This distribution is similar
across all classes.

2004 Current Operations Expenditure Breakout
Counties, Cities, Towns, Villages and School Districts
(excluding NYC)

Contractual
Expenditures
37% Personal
Services

47%

Employee
Benefits
17%

e Current Operations - Counties, cities, towns,
villages and school districts spent 47 percent
of current operations for salary expenses
(personal services), 37 percent for contractual
expenses (including both basic supplies
and contracted services) and 17 percent for
employee benefits. The division among personal

services, benefits and contractual expenses
varies considerably according to type of
government. Counties, for instance, spend
significant amounts on social service program
expenditures (most mandated by the State),

so their contractual expenses share is high

(60 percent), while school districts spend
money primarily on teachers and administrator
salaries, so personal service expenditures are
the largest share (63 percent).

Spending by Function - Looking at
expenditures by function gives an overall
sense of the mix of services New Yorkers
receive from their local governments. Not
surprisingly, half of all expenditures by local
governments outside New York City support
education provided by public school districts
and community colleges. Public safety (police
and fire) accounts for 11 percent of all local
spending. Another 11 percent goes toward
economic assistance, a category that includes
social services (such as the local share of
Medicaid and income assistance programs)

as well as economic development activities.
The other major local expenses are home and
community services (7 percent of expenditures,
mainly for sewer, water and refuse collection)
and transportation (6 percent mostly for
highways, transit systems and airports).

2004 Current Operations Expenditure Mix by Class

70% -

62.5%

60% i 59.8%
50% | 48.1%
44.8% . 43.0%
40% 4 38.7%
3006 1 27 30.0%
21.9%|
20% - 1655 . 18.9% 18.6%
12.5%)|

10% -

0% -

Counties Cities Towns Villages School
Districts

[ Personal Services B Employee Benefits O Contractual Expenditures

Total Expenditures by Function, 2004
All Major Classes of Government
(excluding NYC)

Culture-Recreation

. y 2%
Economic Assistance

Home and Community
Transportation Services
7%
Health
4%

General Government 8%

Public Safety
11%

Education
50%
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2004 County Expenditures by Function

Community
Services
Culture-Recreation 6%
2%

General
Government
14%

Education
5%

Economic
Assistance
36%

Public Safety
18%

Health
12%

Transportation
7%

Counties - Counties spend over one-third

of their budgets on economic assistance,

a category almost entirely comprised of the
local portion of Medicaid and temporary
income assistance payment programs which
are also supported by State and federal funds.
Public safety accounts for 18 percent of

expenditures while health care expenditures
account for 12 percent. Counties sometimes
operate public hospitals, the main item
included in the health care category, but this
category of expense has been declining as
counties have altered the funding structures
of their county hospitals in recent years (for
example, the Erie County Medical Center).

2004 City Expenditures by Function

Other Community
Services
Utilities 13%
10%

General
Government
17%

Culture-
Recreation
6% Police
22%
Economic
Assistance
1% Transportation
12%

Other Public Fire
Safety 16%
3%

Cities - Cities spend 41 percent of their
budgets on public safety, 22 percent on
police services, 16 percent on fire protection

and 3 percent on other public safety activities.
Cities are also generally responsible for
providing such home and community services
as water, sewers and — more rarely — electricity
and refuse collection. Together, these services
make up 23 percent of city budgets. Cities also
maintain roads and bridges, and are sometimes
responsible for other transportation costs such
as transit systems and airports (12 percent).

2004 Town Expenditures by Function

Community General
Services Government

17% 19%

Utilities
11%
Public Safety
15%

Culture-Recreation
11%

Economic
Assistance
1%

Transportation 2%

24%

Towns - Towns were initially established

to maintain roads and bridges and to provide
general government services to New York
residents living in rural areas outside of cities
and villages. Transportation still accounts for
a quarter of all town expenditures, but now
that towns are more populated, they tend to
provide more urban services, often through
special districts that cover more densely
populated portions of towns. Utilities

and other home and community services
(including water, sewer and refuse collection)
account for 28 percent of town expenditures.
Many suburban towns provide police and
tire protection services, so public safety
accounts for another 15 percent of the
budget. Fire safety may also be provided

by separate fire districts, as mentioned
above. Parks are another common town
expense, bringing culture and recreation

to 11 percent of total expenses.
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2004 Village Expenditures by Function

Other
1%

General Government
18%

Home and Community
Services
33%

Public Safety
26%

Culture-Recreation
8% Transportation
14%

Villages - Before towns became suburbanized,
the best way to provide services to a small
concentration of population was to create a
village. Like cities, villages provide mainly
water, sewer and refuse collection (33 percent)
and police and fire protection services (26
percent). They also maintain roads and bridges
(14 percent of expenditures) and parks and
cultural attractions (8 percent), as well as
provide general government services (18 percent).

2004 School District Expenditures by Function

General Maint
Sunport aintenance
Olt:;; g& and Operation

16%

Administration
8%

Instruction
57%

Notes

School Districts - School districts, not
surprisingly, spend most of their budgets
on instruction (57 percent), and 8 percent
on administration. They also operate and
maintain school facilities, which account
for 16 percent of expenditures in 2004.

New York City Expenditures
All Major Funds - FY 2004

Benefits and Pensions
General Government

Other 2% Public Safety
Health 5% 13%
5%

Culture and
Recreation
1%
Transportation
Services
4%

Environmental
Protection
7%
Education
31%

Social Services

New York City — Because New York City
provides a range of services typically provided

by several classes of local government (county,
city and school district), the expenditure
breakout for the City is more similar to an
“all local government” spending comparison
than any indivdual class of local government.
In New York City, education (31 percent) and
social services (20 percent) account for about
half of the City’s total expenditures. Public
safety is the next highest category of spending
at 13 percent. Benefits and pensions account
for 10 percent of total spending.

"T'his number includes five counties at or above 80 percent for fiscal year ended 2005. Similar information on 2006 county tax limits is not yet available.
Roberts, Sam (2000, June 13). Flight of Young Adults is Cansing Alarm Upstate. The New York Times.

OFFICE OF THE STATE COMPTROLLER



SUMMARY OF LOCAL GOVERNMENT ENTITIES
(For FiscAL YEARS ENDING 2004)

Local Government Entities

General Purpose
Counties
Cities
Towns
Villages*

Special Purpose
School Districts 701
Fire Districts 871

Total Local Government Entities

Special Purpose Entities

Public Authorities
Other Special Purpose

Total Special Purpose Entities

Total Governmental Entities 4,233

Notes

*Since 2004, three additional villages have been incorporated: Sagaponack, South Blooming Grove and Woodbury.
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DIVISION SERVICES/RESOURCES

DIVISION OF LOCAL GOVERNMENT SERVICES
AND ECONOMIC DEVELOPMENT

RESOURCES AND PUBLICATIONS

Website: www.osc.state.ny/localgov . Email: localgov@osc.state.ny.us

In addition to audits, the Division of Local Government Services and Economic Development provides
an extensive range of services to help local governments 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. Moreover, the Division
actively promotes government reform by providing State leaders, local government officials and the
public with audits, research reports and information about critical local government policy issues. Most
of the Division’s publications, including all those listed below, can be accessed online at www.osc.state.
ny.us/localgov/index.htm Printed copies of these publications can be obtained by calling (518) 474-6975

ot emailing us at localgov(@osc.state.ny.us.

Audits of Local Governments — The Division
completes audits of individual local governments
as well as groups of local governments.
Performance audits provide an independent
assessment of the performance of one or more
local governments. Economy and efficiency
audits are used to determine whether a locality

is operating efficiently, the causes of any
inefficiencies or uneconomical practices and
whether the entity has complied with pertinent
laws and regulations. Program audits are used

to evaluate whether desired results or benefits

are being achieved and whether the locality has
complied with significant laws and regulations
applicable to the program. The Division’s website
includes audits released from 2000 to the present.

Cost-Saving ldeas — Various Division
publications provide advice and assistance on
cost-saving ideas local governments can use as
they examine their operations. In particular,
there is information on cooperation and
consolidation, the LLocal Government Financial
Toolbox (a series of fiscal “how-to” guides

for local governments) and a model custodial
agreement for use with collateral pools.

Data and Statistics — Data and statistics
regarding the State’s local governments,
including those used in many of the Division’s
publications, is available in multiple formats
on the Division’s website and by request. This
includes information related to individual
classes of local government such as villages,
special district thresholds, the Aid and
Incentives to Municipalities (AIM) program,
revenues collected by justice courts and
overlapping real property tax rates and levies.
Financial data from 1998 to 2004 for counties,
cities, towns, villages, school districts, fire
districts, special purpose units, joint activities
and industrial development agencies is also
available.

Financial Reporting — Information and forms
can be downloaded from the Division’s website
in a variety of formats.

e Local Government Electronic Filing —
The Division provides local governments
with a free, easy-to-use software program they
can utilize to prepare and file their annual
financial reports.
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Justice Court Report Filing — Information
related to the case disposition and receipt data
that all town and village justice courts are

required to submit to OSC each month is available.

Indigent Legal Services Fund — Information
concerning the annual reporting of
expenditures on indigent legal services

by counties and New York City and estimates
of future distributions to these entities

from the Indigent Legal Services Fund

can be obtained.

Constitutional Debt Limits — Information

is available about the debt limits imposed

by the State Constitution, which constrain
the amount of debt that certain municipalities
can incur, and the method for applying for
exclusions from these limits for certain types
of self-liquidating debt.

Constitutional Tax Limits — Information is
available about the provisions of the State
Constitution that constrain the amount of taxes
that a local government can levy and the tax limit
form that local governments must file with OSC.

BOCES Annual Financial Report Certification
Form — The form for the filing of BOCES
annual financial reports can be downloaded
from the Division’s website.

Average Estimated Costs for County and
Town Special Improvement Districts —
Information can be found on the average
estimated cost thresholds to be used in
determining whether the approval of the
State Comptroller is necessary for certain
special district actions.

Multiyear Financial Plans — A guide, template,
and sample plans that local governments can
use when developing their multiyear financial
plans are available.

Publications — The Division’s website contains

a wealth of documents of value to municipal
officials and others interested in local government
issues and finance.

e Research Reports — The Division has
authored several reports that address major
policy issues facing local governments and
State policy-makers. Subjects addressed
include intermunicipal cooperation and
consolidation, smart growth, sales taxes,
industrial development agencies, outdated
municipal structures, property taxes, fiscal
stress in cities, county Medicaid costs,
financing education in New York’s “Big
Five” Cities, population trends in cities
and revenue sharing,

e Accounting and Financial Information —
Numerous financial accounting, reporting
and technical assistance documents are
available for use by local governments.

e Audit Reports — The website includes
a searchable database of audits of local
government entities released by the
Division from 2000 to the present.

* Local Government Connection Newsletter —
The State Comptroller’s quarterly newsletter
for municipalities, school districts and other
local government-related entities is available
on the website.

e Local Government Management Guide —
A series of modules that includes technical
information as well as suggested management
practices for municipalities is available.
Some of the topics covered in the guide are
capital assets, fiscal oversight responsibilities,
intermunicipal cooperation, internal controls,
multiyear capital plans, multiyear financial
planning, reserves and strategic planning.

OFFICE OF THE STATE COMPTROLLER



e School Accountability Reform — Information
can be found on the State Comptroller’s new
audit and oversight program to review school
district finances and operations and available
school board training designed to increase
accountability in school districts and
strengthen oversight of school finances.

Fire District Reform — Legislation enacted

in 20006 institutes a number of significant
changes designed to strengthen fire district
and fire company accountability and oversight.
The enacted legislation, a Frequently Asked
Questions (FAQ) document, an accounting
bulletin outlining new auditing requirements
and a document outlining the internal audit
process for fire districts are available.

Training — The Division offers municipal officials
a comprehensive array of seminars, including
teleconferences, designed to assist them in
providing government services as efficiently and
effectively as possible. This includes subjects
such as accounting principles and procedures,
governmental accounting and fiscal oversight
training for school board members. A schedule
of future classes and information about specific
training sessions are also available on the website.
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MAP OF NEW YORK STATE
COUNTIES AND CITIES BY REGION

uolBay oreyng _H_

uoibay Jeiseyooy [ |
uoibey asnoeihs [ |
uoibay uoureybuig [
uoiBay sired susjo [

uoiBay Aueq|y _H_

uolBay abneddneH _H_

ssayoing

11810 sanid °
(]
uoisBuy
uowreyBUIg enwEg
) o Buwon ° umorsauer
uospnH usqgnais Aueba||v snbnesenen enbnejneyd
eoRY) _.oz_ax.
obueusyd °
u puepiIo supjdwoy
au_;-oz

upung

puejoD

BuiwoAm

B0 pnBrepueues

oleuO EEREIED)
[
20IUON enereg oo
Ile4 erebein
.smmioz
2 erefelN

uosipep

ebepuoup

sired amn

ey ()
asnoeiks

auwoy

°
epIaUO

uoiny

obamso

uosiayjer

AT

S3111D pue Salluno) arels MI0A MaN

38 2006 Annual Report | OFFICE OF THE STATE COMPTROLLER



REGIONAL OFFICE DIRECTORY

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

Edward V. Grant Jr., Chief 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

Eugene A. Camp, 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

Christopher J. Ellis, 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

Richard J. Rennard, 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 DIRECTORY

Central Office Listing

Division of Local Government Services and Economic Development
(518) Area Code unless otherwise specified

Executive

Mark P. Pattison, Deputy COmMProller............ooooiiiiiiiiiieeeeceee e 474-4037
John Clarkson, Assistant Comptroller.............coviiiiiiiiiiic e 474-4037
Steven J. Hancox, Assistant Comptroller...............eeooiiiiiiieeeeeieieeeeeeee s 474-4037

Email: localgov@osc.state.ny.us

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

Financial Reporting (Annual Financial Reports, Constitutional Limits,
Real Property Tax Levies, Local Government Approvals).........cccceceeeeiieeeeeeeenennn. 474-4014
Email: afrfle@osc.state.ny.us

Information Services (Request for Publications or Government Data).............. 474-6975
Email: localgov@osc.state.ny.us

JUSEICE COUNt FUND ..ot 473-6438
Local Government Services (Audits, Technical Assistance)..............ccccvvvvnnnn... 474-5404
Professional Standards (Auditing and ACCOUNtING) .........covvvvvriiiiiiiiiieeeeeeeeeeen, 474-5404
RESBAICI .. 474-8456
Statewide and Regional Projects ... (607) 721-8306
Training (Local Official Training, Teleconferences, Videotapes)...............cccceuue.. 473-0005

Email: localtraining@osc.state.ny.us
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