
DIVISION OF LOCAL GOVERNMENT AND SCHOOL ACCOUNTABILITY

20072007
ANNUAL REPORTANNUAL REPORT
ON LOCAL GOVERNMENTS

OFFICE OF THE
NEW YORK STATE 
COMPTROLLER

Thomas P. DiNapoli
State Comptroller

DECEMBER 2007



For additional copies of  this report contact:

Comptroller’s Press Offi ce
110 State Street, 15th fl oor
Albany, New York 12236 
(518) 474-4015
or email us: 
localgov@osc.state.ny.us

www.osc.state.ny.us

To be removed from our mailing list:
In an effort to reduce the cost of  printing, if  you would like to have your name
removed from our mailing list or if  your present address has changed, contact the 
Comptroller’s Press Offi ce at (518) 474-4015 or 
Offi ce of  the State Comptroller, 110 State Street, 15th Floor, Albany, NY 12236. Date of  Issue:  December 2007 RMD32



2007 Annual Report 3 DIVISION OF LOCAL GOVERNMENT AND SCHOOL ACCOUNTABILITY

TABLE OF CONTENTS

Division Mission ...........................................................................................................................................4
Comptroller’s Message ................................................................................................................................5

Executive Summary ...................................................................................................................................6

The State of Local Governments ..............................................................................................................9
Shift in Reliance on Various Revenue Streams .................................................................................... 10
 Property Taxes ..................................................................................................................................... 12
 Sales Taxes ......................................................................................................................................... 15 
 Revenue Sharing ................................................................................................................................. 17 
 Mortgage Recording Tax ..................................................................................................................... 18
Increasing Spending Pressures ............................................................................................................. 19
 Health Insurance ..................................................................................................................................20
 Other Post–Employment Benefits .......................................................................................................20
 Pensions .............................................................................................................................................. 21
 Employee Salaries ............................................................................................................................... 21
 Medicaid .............................................................................................................................................. 21
Increased Reliance on Debt ....................................................................................................................23

2007 State Legislation Affecting Local Governments .........................................................................24

Audits and Oversight ...............................................................................................................................26
 Accountability Audits ............................................................................................................................26
 Internal Control Audits ......................................................................................................................... 28
 Efficiency Audits ..................................................................................................................................29
 Budget Reviews ................................................................................................................................... 31
 Environmental Studies ......................................................................................................................... 31

Policy Reports .......................................................................................................................................... 32
 Fiscal Challenges Ahead for New York’s Cities ................................................................................... 32
 Town Special Districts .......................................................................................................................... 32
 Medicaid Swap ....................................................................................................................................33
 Local Government Debt .......................................................................................................................33

Other Division Activities .........................................................................................................................34
 Electronic Filing ....................................................................................................................................34
 Training and Technical Assistance ......................................................................................................34
 Public Authorities Reporting Information System (PARIS) ..................................................................35
 Justice Court Fund ...............................................................................................................................35
 Indigent Legal Services Fund ..............................................................................................................36
 Communications and Customer Services ...........................................................................................36

Demographic and Fiscal Overview of Local Governments ................................................................. 37
 Population Trends ................................................................................................................................ 37
 Revenue Trends- “Where the Money Comes From” ............................................................................39
 Expenditure Trends- “Where the Money Goes” ...................................................................................40
 Summary of Local Government Entities ..............................................................................................45
 Trends in Local Government Finances 1995-2005 ..............................................................................46

Division Services/Resources ................................................................................................................. 51
 Summary of Services/Resources ........................................................................................................ 51
 Map of New York State Counties and Cities by Region .......................................................................54
 Regional Office Directory ....................................................................................................................55 
 Central Office Directory .......................................................................................................................56



2007 Annual Report      OFFICE OF THE STATE COMPTROLLER4

OFFICE OF THE
NEW YORK STATE COMPTROLLER

DIVISION OF
LOCAL GOVERNMENT 

AND SCHOOL ACCOUNTABILITY

MISSION AND GOALS

The Division of Local Government and School Accountability’s mission 
is to serve taxpayers’ interests by improving the fi scal management of 

local governments and schools in New York State.

To achieve our mission we have developed the following goals:

• Enable and encourage local government and school offi cials to maintain or improve 
fi scal health by increasing effi ciency and effectiveness, managing costs, improving 
service delivery, and accounting for and protecting assets.

• Promote government reform and foster good governance in communities statewide 
by providing local government and school offi cials with up-to-date information and 
expert technical assistance.
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A MESSAGE FROM 
New York State Comptroller Thomas P. DiNapoli

Recent economic developments at the national, state and regional 
levels make this year’s annual report on the state of New York’s local 
governments a cautionary tale. The softening of the real estate market, 
Wall Street’s woes amidst the fallout from the subprime mortgage 
crisis, spiking energy costs, and reduced consumer demand have led 
to lower economic growth estimates and rising risks of a significant 
slowdown. 

These signs point to slower revenue growth for local governments, 
potentially less State aid, and increased pressures on the revenue of 
last resort – the property tax – at a time when that revenue source is 
challenged both by fairness issues and by the overall high burden that 
already falls on New Yorkers.

This sobering news comes at a time when local governments already face a host of other fiscal 
pressures: growing debt burdens, new federal and state mandates, rising health care costs for active 
employees and retirees, and (particularly for schools) higher expectations for performance. Not 
surprisingly, there is heightened interest in pursuing consolidation, shared services and cost-cutting 
efficiencies, and rationalizing our outdated municipal structures.

My office will continue to help local governments cope with fiscal stress through our cost savings 
audits, budget and multiyear financial planning reviews, and new training and guidance. We are 
assisting the Governor’s efforts to promote efficiency, shared services and functional consolidation 
where it makes sense to do so. I will also continue to advocate for meaningful policy changes at 
the state level through our policy reports and local government reform proposals that help local 
governments work better.

This report outlines major local government fiscal trends and highlights recent policy developments 
that affect their financial health. It also summarizes the services and activities of the Division of Local 
Government and School Accountability, where staff in Albany and eight regional offices across the State 
are committed to promoting taxpayers’ interests by helping to improve the fiscal management of local 
governments and schools within New York.

 Sincerely,

 Thomas P. DiNapoli
 State Comptroller
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Executive Summary

New York’s local governments continue to face fiscal challenges that could intensify in the coming year 
as a result of uncertainties in the economy brought about by the impact of the crisis in the subprime 
housing market. Hardest hit will be those governments that rely heavily on revenues that are particularly 
sensitive to economic fluctuations, such as sales taxes and mortgage recording taxes. Expectations of 
a weakening economic outlook could place even more pressure on New York’s property tax burden, 
already one of the highest in the nation. Significant funding increases provided in the 2007-08 State  
Fiscal Year (SFY) Budget for revenue sharing and school aid helped stabilize local finances, but the 
fiscal impact of any economic downturn on State finances could make it difficult to continue future 
funding increases.

At the same time that local governments are likely to face slower growth in revenues, spending 
pressures continue to intensify, particularly those related to current employee and retiree benefits. 
While these trends are not new, they will increase the competition for scarce resources at the local level. 
For example, a change in governmental accounting rules now requires, for the first time, certain local 
governments to estimate and disclose the long-term cost of providing health benefits to their employees 
upon retirement. While governments are not required to fund this liability, their disclosure of what will 
likely be a substantial future cost could generate pressure to begin funding promises made to employees, 
or to modify or reduce those benefits.

Further, local governments have significantly increased their reliance on debt in the past decade. This 
debt burden may limit their financial flexibility amidst the economic slowdown, and will impact their 
ability to finance critical maintenance and other essential capital projects in the future.

In light of the softening economy and the structural deficits facing the State, local governments will 
continue to face pressure to reduce costs, either by cuts in service or by maximizing efficiency in the 
delivery of those services. Rather than reducing services, many local governments are looking to share 
services to achieve efficiencies.

Major fiscal trends in New York’s local governments, as well as recent policy developments and 
initiatives that affect their operations and fiscal health are highlighted in this report. The information 
presented is based on financial data that local governments submit to the Office of the State 
Comptroller (OSC) on a yearly basis, and supplemented by other sources.
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Highlights of Fiscal Trends

• Increasing Reliance on 
Revenues Other than the 
Property Tax – In an effort to 
minimize property tax increases 
and as a result of the surge 
in the housing market, local 
governments have increased their 
reliance on a variety of other 
revenue sources between 1995 and 
2005. For counties, cities, towns 
and villages, sales taxes and state 
aid revenues have increased from 
about 30 percent of the revenue 
mix in 1995 to nearly 35 percent 
in 2005. Sales tax revenues were 
the fastest growing revenue source 
for counties over the last decade, 
and are now the largest revenue 
source for most counties.

• Cost of Doing Business Continues to Rise – The cost of running government continues to 
increase despite the economic slowdown. In particular, fixed costs such as expenses related to retirees 
and debt service, will continue 
to rise in the foreseeable future, 
restricting local governments’ 
ability to fund other essential, 
but discretionary, items. Total 
spending by all classes of local 
governments grew by 57 percent 
between 1995 and 2005, or by 
4.6 percent on an average annual 
basis. This growth was nearly 
double the inflation rate of 2.5 
percent for this period.
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• Growing Debt Burden – As 
spending pressures increase, local 
governments are increasingly 
relying on debt to finance capital 
projects and, in some cases, 
operating deficits. Between 
1995 and 2005, total long-term 
outstanding debt (excluding New 
York City) increased by 94 percent, 
mostly driven by school district 
borrowing; outstanding debt for 
this class of government increased 
by 266 percent. The growth in 
school district borrowing is largely 
due to recent changes to the State 
building aid program. In addition, 
since 1994, the State Legislature 
has authorized 36 bond issuances 
to finance operating deficits 
totaling $296 million.

• Accountability – Holding local governments accountable for increased aid was a central theme in 
the 2007-08 SFY Budget. In addition to tying new funding to fiscal accountability standards under 
the Aid and Incentives for Municipalities (AIM) program, new accountability measures were also put 
in place for numerous other programs. Most notably, certain school districts are now required to enter 
into “Contracts for Excellence,” which will require these districts to use a significant portion of their 
State aid increase to fund specific strategies that have been proven to increase student achievement.
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The State of Local Governments

The fiscal health of New York’s local governments continues to be driven by two major forces: the 
inexorable demographic changes that are making New York older and more ethnically diverse; and the 
changing global economy that generally benefits downstate municipalities but is leaving many upstate 
communities behind. These changes are compelling local governments to rethink their fiscal and 
operational strategies.

Long-term demographic trends have hollowed out cities, increased costs for those left behind, and 
helped lead to uneven economic growth upstate. Between 1970 and 2006, upstate cities lost more than 
21 percent of their population. When compared to surrounding towns, cities tend to have greater levels 
of poverty, higher levels of vacant housing, a greater percentage of female-headed households with 
children, and more adults lacking a high school diploma.

Large upstate cities experienced the heaviest losses in population, including Buffalo (40.3 percent), 
Rochester (29.7 percent) and Syracuse (28.7 percent). Socioeconomic indicators for these cities also 
reflect higher concentrations of poverty and, as a result, the mix of services required by those residents 
that remain tend to be more costly at the same time that the tax base is stagnating. These factors are 
now expanding to the so-called “inner ring” suburbs in these metropolitan areas.

The number of Americans age 65 or older will double in the coming decades. Coupled with rising life 
expectancies, this increase represents a significant challenge for governments who provide community 
care programs for seniors. Issues such as access to health care, housing, libraries and cultural resources, 
and transportation assistance will compete for resources and impact municipal budgets.

New York also continues to struggle with the effects of a shifting economy. As a whole, New York State 
lost 28.7 percent of its higher paying manufacturing jobs between 1996 and 2006. Once again, these 
losses have been concentrated in upstate regions.
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Shift in Reliance on Various Revenue Streams

As a result of a shifting economy, local governments are expected to face a corresponding slowdown in 
the growth in certain revenues, such as sales taxes and mortgage recording taxes, that are dependent on 
economic expansion.

The recent credit crunch in the financial markets and a weakening real estate market may have a 
significant impact on New York State’s economy – particularly in downstate regions where local 
economies are connected to the financial services sector. Declining home values, rising energy prices 
and weakening labor markets all impact consumer behavior and could have a direct effect on the sales 
tax and real estate-related tax revenues on which many local governments rely.

At the State level, these factors may also having a negative effect on State revenues. Recent downward 
revisions to State revenue projections may make it more difficult for the State to follow through on 
planned aid increases.
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Over the last 10 years, in an effort to keep the property tax burden at more manageable levels, local 
governments have become more reliant on a variety of other revenue sources—sales taxes, mortgage 
taxes and State aid—that are sensitive to economic trends.

• Counties - Between 1995 and 2005, reliance on the real property tax decreased slightly, from 25.5 
percent of total revenues to 25.0 percent. However, sales tax revenues as a percent of total revenues 
increased from 20.3 percent to 26.4 percent, and now exceed the real property tax as the largest 
contributor to total county revenues.

• Cities – As a result of increases in the State’s revenue sharing program, State aid now represents 
a larger percentage of total city revenues (excluding New York City), increasing from 12.6 to 18.2 
percent. The percentage of revenues generated through the sales tax increased slightly, from 17.0 
percent to 17.4 percent during this time period. While real property taxes continue to represent 
the largest source of revenue for cities, the proportion of total revenues generated through the real 
property tax declined slightly from 28.8 percent to 27.2 percent between 1995 and 2005.

• Towns – As with cities, towns receive the majority of their revenues through property taxes. 
However, as a percentage of total revenues, real property taxes declined by nearly six points, from 
56.1 percent to 50.4 percent between 1995 and 2005, while sales tax revenues and mortgage recording 
taxes, as a combined percentage of total revenues, increased by the same amount. The most dramatic 
shift occurred in mortgage recording tax revenues – considered to be State aid – which increased 
from 2.6 percent of total revenues to 7.3 percent.

• Villages – Although villages continue to be highly reliant on property taxes, the proportion this 
revenue source represents has declined from 47.5 percent in 1995 to 45.7 percent in 2005. Like towns, 
villages have benefited from the housing market boom and mortgage recording taxes represented 
nearly three percent of village revenues raised in 2005, as compared to one percent in 1995.

• School Districts – School districts (excluding New York City) receive 90 percent of their revenue 
through real property taxes (55 percent) and State school aid (35 percent). Unlike other governments, 
school districts have slightly increased their reliance on real property taxes between 1995 and 2005. 
Because school districts have little ability to diversify their revenue streams, this class of local 
government has been excluded from the chart on the previous page.
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Property Taxes

New York State continues to have one of the highest property tax burdens in the nation, contributing 
to the State’s overall high total tax burden. Of the typical homeowner’s property tax bill, school 
districts account for more than 60 percent of property taxes paid.

• Local Tax Burden – New York’s state and local taxes per capita were again the highest in the 
nation in 2005. One major reason for this is New York’s high real property tax per capita, which 
ranked fourth in the nation in 2005 behind only Connecticut, New Hampshire and New Jersey. Real 
property taxes in New York were $1,768 per capita in 2005, or 56 percent above the national average 
of $1,132. New York’s total state and local tax burden per capita was $5,752, 56 percent higher than 
the national average of $3,698.

• Levy Growth – Property tax levies by all classes of local government grew much faster than 
inflation between 2002 and 2007. During the period from 1997 to 2002, however, property tax levy 
increases for most levels of government were near or even below inflation. Across all classes of local 
government, school districts had the highest rate of levy growth on average. However, homeowners 
were largely protected from the impact of this growth by School Tax Relief (STAR) exemptions 
phased in from 1999 to 2002. After the STAR exemption was fully phased in, homeowners were once 
again subject to the full amount of school levy increases.
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• Tax Rates – For the past few years, downstate full value tax rates have declined each year, despite 
rapid levy increases. This has been due to property value increases well above levy growth in the 
areas surrounding New York City (Long Island and the Mid-Hudson Valley). Until 2005, this was 
a downstate phenomenon, but in 2006 and 2007, increasing housing prices upstate also resulted in 
declining rates as well.
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• Tax Relief – Property tax relief, particularly from school property taxes (which are the biggest portion 
of tax bills), continues to be a major focus for State and local officials. In 1997, the State created the 
STAR program, which generally exempts the first $30,000 of primary residence property value from 
taxation ($50,000 for seniors). The difference in school tax collections is reimbursed by the State. 
Renters and businesses receive no benefit from STAR. As STAR was phased in from 1998-99 to 2001-
02, the impact of levy increases on homeowners was mitigated as increasing amounts of STAR relief 
helped offset levy growth. However, after the program was fully implemented, the full effect of levy 
increases returned. In response, the 2006-07 SFY Budget added a rebate for homeowners and increased 
the STAR exemption for seniors to adjust for inflation. The 2007-08 SFY Budget replaced that rebate 
with a new “middle-class” STAR rebate to be phased in over three years. According to the Division of 
the Budget, STAR now costs the State nearly $4 billion.1

1 This includes $696,000 in City personal income tax rebates provided to residents of New York City, where property taxes
 are a much smaller share of the overall tax burden.
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• Tax Limits – One indicator for determining a municipality’s level of fiscal stress is to analyze how 
much of its constitutional tax limit has been exhausted. Typically, those municipalities taxing at 80 
percent or more of their limit are flagged for possible distress. In 1995, there were only two cities 
and one village close to their constitutional tax limits. In contrast, 26 municipalities exceeded this 
threshold in 2005 and 2006. In 2007, the number of cities, counties and villages that were in this 
risk pool declined to 19, the first aggregate decrease since 2000. Rising property values and, to a 
lesser extent, increased exemptions under the calculation formula account for this change. The recent 
decline in the housing market could make this a temporary phenomenon.
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Sales Taxes

• Growth Trends – Statewide, local government sales tax revenues increased at an average annual rate 
of almost six percent between 1995 and 2005. From 1995 to 2000, sales tax revenues in counties, cities 
(excluding New York City), towns and villages grew twice as fast as property tax revenues during this 
period. Sales tax revenues also appeared to be strong between 2000 and 2005, growing at an average 
annual rate of 5.6 percent, despite an economic downturn corresponding with the terrorist attacks of 
2001. However, much of this growth can be explained by local rate increases rather than increased 
economic activity, as 35 local rate increases occurred between 2000 and 2005. In 2006 and 2007, an 
additional eight rate changes occurred, three of which were rate reductions. Of the nine economic 
development regions statewide, the Mid-Hudson Region, Long Island and Central New York all 
increased sales tax revenues at an average annual rate that exceeded the statewide average, while three 
regions - the Capital District, the Finger Lakes and Western New York - experienced more sluggish 
growth. Again, rate changes played a factor in these regional trends.
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• Recent Collections Data – Data through the third quarter of 2007, the latest data available, 
indicates that the rate of growth in sales tax collections is slowing. On a statewide basis, growth 
slowed to three percent as compared to four percent during the same time period in 2006. However, 
the trends vary widely between regions. For example, Western New York, Mohawk Valley, and the 
North Country went from double digit or near double digit increases in the first three quarters of 
2006, well above the rate of inflation, to single digit increases or even decreases in 2007. Rate changes, 
as well as one-time adjustments to sales tax collections, also played a role in these trends.
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2007–08 AIM Allocations (dollar amounts in millions)
2006–07
Total Aid

2007–08
Total Aid

2007–08
$ change

2007–08
% change

2007–08
% Total

Cities $580.6 $628.4 $47.8 8.2% 87.4%
Towns $48.3 $50.0 $1.7  3.6% 6.9%
Villages $19.9 $20.7 $0.9 4.3% 2.9%
New York City $327.9 $20.0 -$307.9 -93.9% 2.8%
Counties $0.0 $0.0 $0.0 – 0.0%

Totals $976.6 $719.1 -$257.5 -26.4% 100.0%
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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 that do not have the tax base or taxing authority to generate this revenue on their own.

Over the past three years, the State has restructured the program, significantly increased the level of aid 
that cities receive and introduced new accountability requirements. Under the new Aid and Incentives to 
Municipalities (AIM) program, the Executive and the Legislature committed to providing an additional 
$200 million in AIM over four years, beginning with a $50 million increase in SFY 2007-08. In all, 93 
percent of municipalities will receive either a three or five percent increase in AIM in SFY 2007-08. 
However, the revenue sharing program and the new AIM increases are targeted primarily to cities, which 
receive 87 percent of all revenue sharing funds. Towns and villages received only seven and three percent 
of AIM funding, respectively. Counties are not eligible to participate in the AIM program. New York City, 
after many years of receiving approximately $328 million in aid, had its allocation reduced drastically in the 
current fiscal year.

Cities continue to receive the majority of AIM funding because the distribution of funds is based on 
historical allocations that do not recognize that many other types of government provide the same 
services as cities. A more equitable distribution of the aid would take into consideration that these 
traditional classifications are becoming meaningless in many instances. Consideration should be given to 
the fact that, in terms of population, population density and services provided, many villages and towns 
function like cities.

Accountability Measures – Since SFY 2005-06, as a condition for receiving additional AIM payments, 
cities have been responsible for developing and certifying completion of multiyear financial plans. 
In addition, legislation enacted as part of the 2007-08 SFY Budget requires 41 fiscally stressed cities 
receiving AIM increases of more than $100,000 to complete a fiscal performance plan (FPP). Fiscal 
performance plans are required to be submitted to OSC within 60 days of the adoption of a city’s most 
recent budget for a compliance review. All other cities and three villages are responsible for developing 
and certifying completion of multiyear financial plans. To assist local governments in complying with 
these new requirements, OSC updated its guidance documents on multiyear planning and sample 
templates and held training at local government conferences in 2007.
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Mortgage Recording Tax

The mortgage recording tax is levied by the State on debt secured on real property. After a portion is 
retained by the State, the rest is distributed to cities, towns and villages.

From 2000 to 2004, mortgage 
tax revenues in cities, towns 
and villages increased over 157 
percent, at an average annual rate 
of over 25 percent. As the housing 
market cooled in 2004 and 2005, 
mortgage tax revenues also slowed, 
increasing only one percent during 
that time. Towns, which relied 
on mortgage taxes for 65 percent 
($419 million) of their State aid 
revenues in 2005 and which have 
experienced consistent growth in 
this revenue stream over the past 10 
years, actually saw a year-over-year 
reduction between 2004 and 2005. 
With the recent decline of the housing market and the increase in foreclosures on subprime mortgages, 
these revenues may continue to decline in the near future.
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Increasing Spending Pressures

Increasing costs, some of which governments have little or no control over, continue to place pressure 
on local governments’ operating capacity. These types of costs include employee salaries and benefits, 
debt service costs and, for counties, Medicaid payments.

From 1995 to 2005, spending for current operations (excluding New York City), which include employee 
salaries, benefits and contractual expenses, increased by 53 percent from $34.0 billion to $52.0 billion, 
an average annual rate of 4.3 percent. One component driving this increase is employee benefits, which 
grew by 92 percent over the time period, an average annual rate of 6.2 percent.
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• Health Insurance – Health insurance represents approximately 50 percent of spending on employee 
benefits and is one of the fastest growing components of this category of expense. Between 1995 
and 2005, employee health insurance costs grew from $2.1 billion to $4.4 billion, an increase of 107 
percent, or 7.5 percent on an average annual basis. The most rapid growth occurred during the five 
year period from 2000 to 2005 when health insurance costs grew at an average annual rate of 10.5 
percent.

• Other Post–Employment Benefits – Local governments have for decades promised health care 
and other non-pension benefits to employees when they retire. As more government employees begin 
to enter retirement, the expenses associated with their other post-employment benefits (OPEB) are 
another rapidly growing cost facing local governments. Most municipalities currently fund these 
costs on a pay-as-you-go basis without accounting for the future liability in their financial statements. 
A recent change in accounting standards for governmental accounting and reporting, known as 
GASB 45, now will require certain local governments to report and account for the accrued liability 
associated with OPEB, although no requirement exists to fund this liability. Nationally, public sector 
retiree health liabilities have been estimated between $600 billion and $1.3 trillion.
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To assist local governments in complying with the new accounting standards related to OPEB, the 
Office of the State Comptroller has assembled a working group comprised of representatives from 
organizations representing local governments, including the New York State Association of Counties, 
New York State Conference of Mayors and Municipal Officials, New York State Association of Towns, 
New York State School Boards Association, New York State School Superintendents, New York State 
School Business Officials and the New York State Government Finance Officers’ Association. As a 
result of issues and concerns raised by the working group, the Division issued answers to frequently 
asked questions, available at http://www.osc.state.ny.us/localgov/pubs/opeb45faqs.htm, and worked 
with the State Office of General Services to put in place State contracts to provide actuarial services 
that local governments could utilize to help them calculate the costs of OPEB.

• Pensions – During the 1990’s and into the early 2000’s, local governments benefited from low 
pension contribution rates because of robust stock market growth. However, in recent years 
contribution rates have returned to historic norms. Current rates remain well below those of the 
1970’s. In 1972, Employee Retirement System (ERS) contribution rates reached 21.9 percent of 
payroll, and in 1979, Police and Fire Retirement System (PFRS) rates reached 35.1 percent of payroll. 
After a steep increase in rates in 2005, the rates have declined. Rates for 2009 will be 8.5 percent of 
payroll (down from 9.6 percent in 2008 and 10.7 percent in 2007) for the ERS and 15.7 percent of 
payroll (down from 16.6 percent in 2008 and 17.0 percent in 2007) for the PFRS.

• Employee Salaries – Wages and salaries paid to local government employees constituted 44 percent 
of local government spending on operations in 2005. Between 1995 and 2005, spending for salaries 
and wages increased at an average annual rate of 3.8 percent, from nearly $16 billion to $23 billion. 
This rate of growth exceeded the inflation rate of 2.5 percent for this period. The largest growth 
occurred in fire districts (7.1 percent on average annually) and school districts (4.2 percent growth on 
average annually), followed by towns and villages where growth exceeded four percent. Spending for 
employee compensation grew more slowly in counties (2.8 percent) and cities (2.7 percent). Employee 
compensation is generally driven by collective bargaining agreements governed by State laws, leaving 
local governments with little flexibility to reduce these expenses.

• Medicaid – Under legislation enacted in 2005, the growth in the share of Medicaid costs that 
counties are responsible for was capped at an annual inflation factor of 3.5 percent of 2005 local 
expenditures in 2006, an additional 3.25 percent of 2005 local expenditures in 2007 and an additional 
3 percent annually in 2008 and thereafter. The State must assume any costs in Medicaid growth 
above those amounts. While the Medicaid cap has helped relieve pressure on county budgets, the 
expenditures for Medicaid continue to increase annually, with total expenditures for Medicaid totaling 
$2.12 billion in 2005, or 11.5 percent of total county expenditures.
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The same legislation that capped Medicaid cost increases also allowed counties to swap a portion of 
their sales tax revenues, beginning in 2008, in lieu of capped Medicaid payments. Monroe County 
was the only county to opt for the sales tax swap by the September 2007 deadline. However, under 
its current sales tax sharing agreement, the amount of sales tax revenues that the County retains after 
distributing funds based on its sharing agreement is less than the amount that will be intercepted by 
the State. The County proposed to reduce the sales tax revenues shared with school districts by 50 
percent in order to implement the swap, but school districts have filed a lawsuit to block the County 
from implementing its plan. At the time of publication, the State Supreme Court had just rendered a 
decision upholding the county plan.

• Debt Service – Debt continues to become a more significant financial burden for local governments. 
From 1995 to 2005, growth in local government outstanding debt outpaced growth in the various 
economic measures that reflect the ability to repay that debt. Between 1995 and 2005, total 
outstanding debt for all classes of local government (excluding New York City) almost doubled, from 
$17.6 billion to $33.5 billion (an average annual increase of 6.7 percent). Between 1995 and 2005 the 
associated debt service costs for local governments also increased from $2.4 billion to $3.9 billion (an 
average annual increase of 4.7 percent). Fifty-eight percent of the growth in debt service is attributable 
to school districts, where debt service expenditures increased at an average annual rate of 7.4 percent. 
The rate of growth in debt service payments for other classes of government was more moderate.
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Increased Reliance on Debt

Local governments maintain an extensive infrastructure critical to the economy, including roads, 
bridges, educational facilities, and water and sewer systems. When used prudently, debt is vital to 
maintaining and improving the economic health of communities. However, when governments rely 
excessively on debt, especially to pay for current operating expenses, the long term costs of supporting 
the debt will impact operating budgets by limiting financial flexibility and the ability to finance 
essential capital projects in the future.

• Statewide Trends – From 1995 to 2005, total outstanding debt, including short term cash flow 
borrowings, for all levels of local government (excluding New York City) increased by 91 percent, 
from $17.6 billion to $33.5 billion. In contrast, revenues accruing to local governments increased by 
only 54 percent.

• Debt Limits2 – In 2005, only three villages and two cities exceeded 80 percent of their constitutional 
debt limits, even though recent evidence suggests that many local governments are increasingly relying 
on debt and concurrently exhausting their debt capacities. These findings underscore the need for a 
reevaluation of the effectiveness of constitutional debt limits and the need for other debt affordability 
measures to ensure that local governments are managing their debt burdens effectively.

• Debt Outstanding – The most dramatic increases in debt occurred in school districts and villages 
between 1995 and 2005. Total outstanding debt for villages doubled, from $840 million to nearly $1.7 
billion and more than tripled for school districts, from $4.6 billion to nearly $16 billion. The increase 
in school district debt was driven largely by State reimbursement formulas that encourage schools 
to borrow for capital 
projects and stretch out 
debt. In 2005, 47 percent 
of total outstanding debt 
for all classes of local 
governments belonged 
to school districts. 
Between 1995 and 2005, 
cities and towns also 
experienced increases 
in total outstanding 
debt, although this 
growth was much more 
moderate, ranging from 
3.2 percent for cities, 2.3 
percent for counties, to 
3.4 percent for towns.

2 Debt limits for counties, cities, towns, villages and school districts in cities (except for the dependent school districts in New
 York City, Buffalo, Rochester, Syracuse and Yonkers) are percentages of the five-year average full valuation of taxable property
 within a municipality. The limit for school districts outside cities is a percentage of the current full valuation. Debt issued by
 cities with dependent school districts for educational purposes is chargeable to the respective city’s constitutional debt limit.
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2007 State Legislation Affecting Local Governments

Several bills were enacted during the 2007 legislative session that affect New York State’s local 
governments, some of which were priorities of the State Comptroller. In addition, more than 50 bills 
authorizing counties to continue imposing local sales tax rates that exceed the current three percent 
allowed in State statute passed both houses. Some other measures that were enacted will ease reporting 
and purchasing procedures for certain classes of local governments, enable school districts to increase 
reserves and ease implementation of fire district reform legislation enacted in 2006. While not an 
exhaustive list, the following are recently enacted laws that will affect local governments:

• State Budget Reform (Chapter 1) – Recent budget reform legislation provides for improved 
accountability and timeliness in enacting the State Budget. Included in this legislation is a 
requirement that the State Division of the Budget provide an estimate of the Budget’s impact on local 
governments. This provision was suggested by OSC and is intended to help local governments obtain 
better information about State aid and actions.

• Shared Municipal Services Incentive Program (Chapter 50) – Established in the 2005-2006 
State Budget, the Shared Municipal Services Incentive (SMSI) program provides grants to two or 
more units of local government for the development of projects that will achieve savings and improve 
municipal efficiency through shared services, cooperative agreements, mergers, consolidations or 
dissolutions. The 2005-06 SFY Budget provided funding of $2.75 million; the 2006-07 and 2007-08 
SFY Budgets increased funding to $25 million for each of those years.

• Uniform Deficit Financing (Chapter 341) – This bill, a priority for the Comptroller, provides 
for a uniform process under which municipalities and school districts incur debt for the purposes 
of liquidating operating deficits, otherwise known as deficit financing. The legislation establishes a 
statutory template for such authorizations that will ensure consistent fiscal oversight and reporting 
procedures for local governments. In addition, the legislation provides OSC adequate time to review 
documents and make recommendations before action is taken on local budgets.

• Procurement Reform (Chapter 343) – This law amends the General Municipal Law to allow 
counties to “piggyback” on the contracts of other counties and expand the purchasing options 
available to them. Previously, only political subdivisions located within a county had the authority to 
piggyback on a contract of the county in which they were located.

• Allowable Reserves for School Districts (Chapter 238) – This measure increases the allowable 
amount of unappropriated unreserved fund balance which may be retained by a board of education 
from two percent to three percent in 2007-08, and four percent in 2008-09 and thereafter.
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• Fire District Reform (Chapter 555) – This OSC-recommended legislation makes a series of 
technical and clarifying amendments in connection with a number of reforms enacted in 2006 to 
improve the financial administration of fire districts and accountability of fire companies, including:

• Clarifies the timing and nature of various steps in the fire district budget process, including 
specifying the dates on which fire district budgets must be adopted and submitted to their 
respective town boards.

• Clarifies that the new fire company audit requirement does not apply to municipalities that contract 
to provide fire protection services to other municipalities and fire districts.

• Clarifies that actual and necessary expenses incurred by fire commissioners in complying with 
mandatory training requirements are a fire district charge when approved in advance by the board 
of fire commissioners.

• Rochester Joint Schools Construction Board (Chapter 416) – The bill establishes the Rochester 
Joint Schools Construction Board and authorizes up to $325 million for 13 school building projects 
in the City of Rochester. The legislation requires OSC to approve the terms and conditions of the 
financing plan.

• Justice Court Assistance Program (Chapter 127) – This legislation increases the annual 
grant ceiling for justice courts from $20,000 to $30,000, consistent with the Office of Court 
Administration’s 2006 Action Plan for the Justice Courts. These grants are primarily used to purchase 
equipment needed to facilitate court operations.

• Statewide Wireless Network Reporting (Chapter 56) – New legislation requires local 
governments to report on costs associated with the Statewide Wireless Network (SWN) in order to 
help ensure the transparency of all SWN-related costs and help assess the financial impact of SWN 
on local governments. The law requires the chief executive officer of each county, city, town, village 
or fire district that had SWN-related expenditures (or anticipates having such expenditures in its next 
fiscal year) to submit an itemized list of those expenditures in January. No reporting requirements 
are mandated for local governments who had no expenditures incurred or anticipated during the 
reporting period. OSC is required to coordinate this effort and publish a statewide report in March. 
In an effort to assist with compliance, reporting instructions were sent to all local governments in 
November 2007.
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Audits and Oversight

OSC has the constitutional and statutory responsibility to oversee the fiscal affairs of more than 
4,200 government entities in New York State. OSC’s Division of Local Government and School 
Accountability works closely with local governments and performs periodic audits on municipalities and 
schools throughout the State.

Accountability Audits

The Division’s accountability audits ensure that control systems are in place to safeguard the assets of 
local governments. A subset of accountability audits – fraud audits – reveals how the lack of adequate 
controls can lead to criminal abuse of local government assets. In 2006, the Division found nearly $5 
million in local government assets that had been misappropriated through fraud.

• Monroe County Water Authority – The Division’s audit found that the authority paid six 
employees nearly $500,000 in unearned pay and benefits due to the board’s lax oversight, the authority 
management’s abuse of power, and the absence of written policies and procedures to control the 
salaries and benefits paid to non–union authority employees. In response to the audit, the authority 
implemented policies and procedures designed to ensure that non–union authority employees are paid 
appropriate amounts of salary and benefits. The authority board later repudiated the agreements that 
authorized these payments, but it had already paid out $420,000 and spent another $75,000 to get out 
of one of the agreements. As a result of the audit, the authority recovered approximately $91,000 from 
its former executive director.

• City of Rochester – OSC’s audit of the City’s purchase and operation of its fast ferry service found 
that City officials ignored many clear warnings that the project had a high potential for failure and 
made several missteps that hindered the City’s ability to protect itself when the project went awry. 
The City also spent nearly $1 million on the project, a fact that appears to have been hidden from the 
public. Some of these expenditures were not approved by the City council. This spending included 
payments for equipment to operate the ferry, payment for a fuel storage system, and payments 
funneled to the ferry contractor and operator through a third-party contractor.

• Town of Copake – The Division’s audit found that the town assessor took advantage of his 
independently elected status as an assessor to provide himself with financial and other benefits to 
which he was not entitled totaling $11,495. As town assessor, he was able to change his personally 
owned property’s assessed value and underpay his property tax. In addition, he used his wife’s social 
security number during 2002 and 2004, which incorrectly reported his salary for tax withholding 
purposes.
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• Town of Constantia – The Division’s audit found that the town’s former bookkeeper inappropriately 
paid herself nearly $7,400 and attempted to hide her actions by altering computer records and 
falsifying vouchers. Auditors found that she was able to disguise these inappropriate payments 
because of poor oversight by the town board, the total and unsupervised control that the bookkeeper 
had over the town’s accounting system, and the failure of the town board to perform an annual audit 
of the town’s financial records since 2002, even though State law requires it to do so annually.

• Yonkers City School District – The Division’s auditors found that the City and school district 
of Yonkers were billed $669,455 twice by the Yonkers Industrial Development Agency (YIDA) for 
the same costs. YIDA then used the second, duplicate payment by the school district to make an 
inappropriate loan to Yonkers Baseball Development, a for-profit corporation established by the 
YIDA to develop a baseball stadium in Yonkers. It was easy for City officials to shuffle money 
between legally separate entities because city officials controlled all the entities involved. For example, 
the City’s mayor was the chairman of the YIDA, and the City’s finance officer maintained the school 
district’s bank accounts. However, auditors stated that each entity is governed by a set of rules, and 
the movement of funds between entities must follow those rules even if the entities have common 
leadership. In this case, failure to adhere to established controls created an opportunity for misuse of 
funds.

• Public Authorities – To support the goal of making public authorities more accountable, the 
Division increased its audit oversight of local public authorities. In addition to the audit of the Monroe 
County Water Authority, the Division audited the Lackawanna Municipal Housing Authority (LMHA) 
and found that its internal controls over claims processing were not designed appropriately or 
operating effectively. Vendor claims were paid without being reviewed by the board of commissioners. 
The executive director, who was responsible for procuring LMHA’s goods and services, also had the 
authority to approve claims for payment. Due to these internal control weaknesses, auditors reviewed 
claims paid during the audit period and found that sufficient documentation was not attached to 
credit card invoices.

An audit of the Catskill Regional Off-Track Betting Corporation found that the corporation had 
not distributed all the funds that were due to its member counties. As a result, $2.5 million had 
been inappropriately retained by the corporation. In addition, the audit found that the corporation 
authorized an advance payment of $80,000 to a vendor that was awarded a public work contract 
without obtaining a performance bond or other form of security for protection. Also, the corporation 
failed to institute procedures requiring that cash remaining in automatic teller machines be counted 
when the machines were replenished so that amounts remaining could be reconciled to book 
balances.
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Internal Control Audits

Government officials entrusted with public resources are responsible for complying with laws and 
regulations, meeting goals and objectives, and safeguarding assets. A good internal control system 
is an important element of a local government’s financial and operating structure and is intended to 
assist local officials in meeting these responsibilities. In 2006, the Division identified a number of 
opportunities to improve internal control systems.

• William Floyd Union Free School District – The Division’s audit found that the district’s internal 
control structure was inadequate to detect and prevent fraud. OSC’s audit also found $6.4 million 
in inappropriate and unapproved spending at the district. This included $3.2 million for seven 
administrators’ contracts and salaries that were not approved in advance by the board; $2.1 million of 
questionable or poorly controlled payments, including no-bid contracts and payments made without 
contracts; and $1.1 million in apparent misappropriations by district managers for their own personal 
benefit. Auditors attributed this widespread abuse of funds to the district’s poor control environment, 
which undermined the control structure, often to the benefit of district officials themselves.

• Justice Courts – To strengthen justice court accountability, the Division audited 12 justices 
in six justice courts located in Otsego, Delaware, Broome, and Sullivan counties. OSC’s audit 
found deficiencies in the justice courts ranging from inadequate policies regarding recordkeeping, 
reconciliations, deposits, and reporting, to weak internal controls over duty segregation among court 
personnel. To improve oversight and accountability of justice courts, OSC is currently working with 
the Office of Court Administration (OCA) on the implementation of their comprehensive Action 
Plan for the Justice Courts, an effort to enhance the operations of New York’s justice courts.

• Wyandanch Union Free School District – The Division’s audit found many instances where 
the board had not established critical internal controls, or had not ensured that controls operated 
effectively. For example, the district could not present proof that some employees hired after July 
2002 had received necessary fingerprint clearance or background checks to have State Education 
Department approval to work with children. In addition, the district awarded two contracts 
totaling $130,000 to a former board member after he had been removed from the board for official 
misconduct. Further, recordkeeping errors resulted in the district overpaying 17 employees by $10,717 
and underpaying 14 by $18,873.
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Efficiency Audits

As local governments continue to face growing fiscal pressures, the ability to save taxpayer dollars 
through efficiency improvements is critical. In 2006, Division audits of individual units of government 
contained myriad recommendations for cost savings and revenue enhancements. Examples of audits of 
individual units of government include:

• Statewide School District Medicaid Reimbursements – The Division’s statewide audit disclosed 
that eight school districts audited failed to claim at least $2.7 million in Medicaid reimbursements. 
Because these eight districts failed to claim Medicaid reimbursement for related services and 
ongoing service coordination provided to special education students, the districts did not receive 
at least $675,000 in Medicaid reimbursement revenues, which was their share (25 percent) of the 
eligible services that district officials could have claimed. Based on OSC’s audit, staff found that, 
if similar conditions exist statewide, these missed reimbursements could result in districts and the 
State collectively having received $140 million less than they were eligible to receive in Medicaid 
reimbursements over a two-year period.

• Ulster County Law Enforcement Center – The Division’s audit found that the county failed 
to institute adequate controls over the construction of its law enforcement/jail facility, resulting in 
unnecessary and inappropriate costs to taxpayers. OSC identified $12.9 million in unnecessary costs 
as a result of deficiencies in construction contracts, design errors and payments for work that should 
have been covered in original contracts, the county’s need to hire two separate special counsels for 
legal services and a consulting firm to manage problems that arose during construction, and operating 
costs that could have been avoided if the project had been completed on time.

• Sullivan West Central School District – The Division’s audit disclosed that district officials failed 
to adopt a comprehensive strategic plan for the merger of three separate school districts into one, 
consequently mismanaged the merger, and wasted $12.5 million of taxpayer dollars. District officials 
did not adequately address declining building occupancy levels in their decision to renovate two 
school buildings, which they later closed due to declining pupil enrollment. In addition, although 
district officials knew that they would receive only 75 percent of the capital project costs in State 
building aid, they allowed taxpayers to think that this State funding would cover 95 percent of the 
costs of the district’s capital projects. When total staffing levels increased after the merger, the district 
was unable to realize approximately $2.1 million in savings due to economies of scale that were 
identified in a merger study.
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• Health Insurance for Retirees – The Division’s audit of 20 local governments found that nine 
municipalities had inadequate systems for identifying when retirees die and, as a result, had paid 
$786,481 for health insurance for 65 retirees or dependent spouses of retirees who had died, some 
as many as 12 years ago. The nine local governments paid $311,957 for deceased retiree insurance 
coverage and an additional $474,524 for family health insurance coverage for dependent spouses who 
were ineligible for continued benefits due to a retiree’s death. After learning of the findings of the 
audit, five municipalities recouped $592,042, or 75 percent of these funds, from insurance providers.

• Statewide Efficiencies – The Division also issued 11 audits covering multiple units of government 
during 2006. These performance audits involved working with several local governments or agencies 
in a particular region or across the State to look at issues or programs to determine if there are ways to 
improve efficiency and effectiveness. These audits allow us to highlight important operational issues 
and improvement opportunities of interest to a broad range of local governments. Topics included 
accounting and reporting for indigent legal defense services; Industrial Development Agency (IDA) 
billing accuracy for payments in lieu of taxes; IDA project approval, evaluation and monitoring 
efforts; municipal fuel purchasing practices and contracting for residential refuse; county child 
protective services efforts; county probation department cash accountability; and controlling hospital 
services costs provided to county inmates.
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Budget Reviews

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 2006, Division staff performed 19 budget reviews for local governments, 13 of which were 
mandated by special deficit financing legislation.

• Deficit Financing Reviews – Budget reviews mandated under deficit financing legislation included 
the cities of Rome, Schenectady, Troy, and Yonkers; the village of Endicott; the towns of Stony Point 
and Babylon; and the Greater Amsterdam, Beacon, Fabius-Pompey, Liberty, Monroe-Woodbury, and 
Troy school districts. We also performed budget reviews in six other local governments.

• City of Glen Cove – The Division’s review of the City’s finances found that City officials had not 
taken appropriate action to address recurring deficits in the general, water and sewer, and recreation 
funds and to monitor revenues and expenditures. As a result, the City had experienced annual 
operating deficits and was in severe fiscal stress. Auditors found that the City was experiencing severe 
cash shortages and was likely to end the year with an accumulated deficit of almost $10 million.

• City of Lackawanna – A budget review found that the City was on the brink of a severe financial 
crisis. It had no flexibility in its revenue structure, as it had exhausted virtually all of its taxing power. 
The City’s largest taxpayer was seeking a reduction in its assessment from approximately $40 million 
down to zero. Furthermore, auditors determined that expenditure estimates in the proposed 2006-
07 budget were not reasonable. Faced with a negligible tax margin, the potential loss of a substantial 
amount of its taxable assessed valuation, and unreasonable expenditure estimates in the proposed 
2006-07 budget, it was doubtful that the City would be able to sustain the current level of services 
provided to its citizens.

Environmental Studies

As the public has become more concerned about issues of sustainability, climate change, and the 
increasingly high prices of energy and fuels, New York State has set targets for energy efficiency, 
purchase requirements from renewable energy sources, and many other environmentally sensitive 
policies. Local governments are demanding information on cost savings and environmental benefits. In 
response, Division audit and research staff have been working together to highlight improvements that 
have already been implemented in counties, cities, towns, villages and school districts across the State.

Audits and research are currently being conducted to quantify the benefits of solar energy, to 
analyze the conversion of landfill methane for electric power generation, and to assess school district 
compliance with green cleaning-product purchasing regulations. Future research reports or audits 
could also focus on funding availability for environmentally-focused initiatives such as exploring the 
performance of municipal recycling programs, or grants for comprehensive energy audits and related 
capital improvements to facilities.
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Policy Reports

Fiscal Challenges Ahead for New York’s Cities

In March of 2006, cities had to certify completion of their first multiyear financial plans in exchange 
for increased revenue sharing funds from the State. The Division analyzed 48 of those plans to examine 
trends in city finances. Since many cities in the State are facing fiscal challenges driven by declining 
populations, stagnant property values and heightened demand for service delivery, the report found 
that many cities were projecting growing budgetary gaps in each year of their plans. Although the 
quality and methodologies of the plans varied so greatly that it was difficult to draw conclusions, those 
that appeared to use comparable methodologies showed average gaps approaching 10 percent of total 
revenues by the third year of their projections. Gaps of this magnitude are generally indicative of fiscal 
stress. Since financial planning is only useful when it reflects realistic assumptions, the report urged the 
State to adopt a more formal review and approval process for these plans. This recommendation was 
adopted in the 2007-08 SFY Budget, and the Division is now reviewing the 41 fiscal performance plans 
submitted under this new requirement.

Town Special Districts

Town special improvement districts have proliferated over the last 50 years. As of 2004, 6,927 special 
districts have been created throughout the State, each responsible for a wide variety of residential needs. 
Historically, districts were established to attend to common needs of people in specific geographic areas, 
with drainage, fire protection, lighting, park, refuse, sewer and water districts accounting for about 
93 percent of all existing improvement districts. As suburbanization has occurred, however, special 
districts may no longer be the most efficient or equitable mechanism to provide services.

In March 2007 the Division released a research brief on town special improvement districts in New 
York. The report provided information on how town special districts are structured, how they operate 
and what fiscal burden they impose on property owners. The report noted that 24 percent of total town 
revenues now come from special districts, with two-thirds of all special district revenues collected in 
four major urban counties: Nassau, Suffolk, Erie and Westchester. With special districts now adding 
hundreds of dollars to property owners’ tax bills, the report encouraged State and local officials to 
improve transparency of special district operations, utilize unit cost analyses to evaluate efficiency and 
equity issues, and consider consolidation where appropriate.
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Medicaid Swap

The Division released Decision 2007: Counties and the Medicaid Cap in August 2007. This report offered 
guidance to counties as they considered whether or not to continue operating under the Medicaid cap 
(which would limit their cost increases to three percent each year) or to give up a portion of their sales 
tax revenue in exchange for eliminating Medicaid from their local budget. The decision to go with the 
swap depended heavily on how counties project future sales tax revenues.

The report examined sales tax histories for all 57 counties in New York State and attempted to isolate 
revenues generated as a result of economic activity versus local rate increases – which have become more 
common over the past few years. As a result of the analysis, OSC concluded that most counties would 
not realize a net benefit from the swap. A handful of counties were shown to potentially benefit but 
that was predicated on future revenues continuing to grow at slower rates. The report demonstrated that 
even slight variations in sales tax trends could result in a county giving up more sales tax revenue to the 
State than what they would owe under the cap. Given the permanent nature of this decision, OSC urged 
counties to proceed with caution and offered some guidance on predicting revenues and the implications 
of selecting the swap option. The report also urged State policy makers to modify the Medicaid cap 
legislation so that counties could change course down the road if the swap no longer presented a net 
benefit.

Subsequent to this report, only one county (Monroe) chose to opt into the Medicaid swap.

Local Government Debt

New York has one of the highest overall debt levels in the nation and the debt issued by local 
governments is becoming a more substantial part of this overall debt burden. In November 2007, the 
Division released a report, Layers of Debt: Trends and Implications for New York’s Local Governments, which 
highlighted the growth in total outstanding debt among all classes of local government, and the impact 
of this increasing debt on taxpayers and on local government operating budgets.

The report examined trends in outstanding long–term debt between 1995 and 2005 and found that, 
while debt increased by 94 percent, from $16.9 billion to $32.8 billion over this time period, the 
most significant increases have occurred in school districts, most likely driven by changes in State 
reimbursement formulas that encourage schools to borrow for capital projects and stretch out debt.

Increases in local government debt have resulted in a deterioration in most accepted measures of debt 
affordability, particularly in upstate regions. The level of outstanding debt per capita, as a percent of real 
property value and as a percent of personal income have all increased for most regions between 1995 and 
2005.

While the use of long-term debt is a necessary financing tool, all levels of government must be aware that 
debt is not a cost-free option. It imposes long-term obligations that can significantly limit a government’s 
operating flexibility, and locks in long-term costs for taxpayers. The report urged local governments to 
adopt effective debt management policies, and asked State policy makers to reexamine programs that 
have encouraged the overuse of debt.
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Other Division Activities

Electronic Filing

From 2003 to 2007, the percentage of local governments that used e-filing increased from 74 to 95 
percent. During these five years, villages and towns achieved the most marked improvements in 
electronic filing practices. In 2003, 64 percent of villages submitted their financial data via electronic 
filing, and by 2007, this percentage increased to 94 percent. During the same period of time, the 
percentage of towns that utilized e-filing increased from 66 to 94 percent. Counties and cities have 
consistently used electronic filing, maintaining usage percentages between 95 and 100 percent during 
this period.

Training and Technical Assistance

During 2006, Division staff conducted 96 training sessions at more than 35 statewide and regional 
events including conferences, training schools, accounting schools, teleconferences and regional forums. 
Through these instructional outlets, the Division trained more than 12,900 local officials. These 
programs included three key initiatives spearheaded by the Comptroller:

• Schools Accountability – All school district and BOCES board members are required to receive 
training on the basics of financial accountability. In collaboration with the New York State School 
Boards Association and Hudson Valley Community College, the Division recently launched a low-cost, 
online training program to meet this requirement. Since June 2006, more than 200 board members 
have participated in this ongoing training initiative.

• Fire Districts – During 2006 and 2007, the focus on improving financial accountability for fire 
districts resulted in 11 new laws being enacted along with a cleanup bill to clarify ambiguities in 
previous legislation. The Division was required to develop and promulgate new training regulations, 
which were published in the State Registry. In addition, the Division created a standardized curriculum 
and an application process for fire district commissioner training providers who will be delivering 
6 hours of required training. In an effort to increase understanding of this new legislation, the 
Division collaborated with the Association of Fire Districts of the State of New York to produce two 
teleconferences, which were viewed by approximately 2,400 fire personnel. In addition, the Division 
trained 900 people at one of the Association’s major conferences. Finally, the Division continues to 
work with OSC’s Division of Retirement Services on a new state-administered Length of Service Award 
Program (LOSAP) for volunteer firefighters that is now available to sponsoring local governments.

• Justice Courts – The Division continued its emphasis on fiscal responsibility in Justice Courts by 
providing training workshops on reporting and accountability to more than 1,530 magistrates and court 
clerks. In collaboration with OCA, the Division produced two teleconferences on new legislation and 
fiscal accountability. Additionally, the Division collaborated with OCA on an online training program 
to promote fiscal accountability. The online training program began in September 2007.
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• Guidance and Technical Assistance – The Division continues its efforts to provide helpful 
guidance and technical assistance to local governments. In 2007, several best practice guides were 
produced (the “Local Government Toolbox” series) to provide advice in the areas of health insurance, 
procurement, credit card use, and cash management. The Division also launched a major effort to 
update and streamline its Local Government Management Guides, with the first set of documents 
slated for release in early 2008. The Division actively monitors its local government “email box” and 
responded to hundreds of requests for information and technical assistance this year. Over 4,300 
requests for technical assistance were also responded to from our eight regional offices.

Public Authorities Reporting Information System (PARIS)

To help minimize duplicative reporting requirements for public authorities, the Authority Budget Office 
(ABO) and OSC have developed an electronic reporting system and database that will allow authorities 
to submit information online to both the ABO and OSC. This system, known as the Public Authorities 
Reporting Information System (PARIS), establishes standard reporting formats and data fields to allow 
State and local authorities to meet various reporting requirements through a web-based application. 
PARIS became operational in November 2007.

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.

In the 2006-07 State fiscal year, JCF distributed $465.8 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 $214.7 million, and the State received 54 
percent, or $251.1 million.

The JCF also received and distributed almost $510,000 from cities, towns and villages for the State’s 
portion of license fees from bingo and games of chance.

The Division has also been working closely with OCA in the implementation of its comprehensive 
Action Plan for the Justice Courts to improve oversight of the operations and administration of New 
York’s justice courts. For example, the Division assisted OCA in identifying a funding source to offset 
costs related to the acceptance of credit cards in all justice courts and provided training to facilitate 
compliance with monthly reporting of court activities.
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Indigent Legal Services Fund

Indigent defendants have a constitutional right to legal counsel. In New York State, 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) to provide 
additional funding to counties to help offset these increased costs. OSC administers this fund. Aid 
distributions are made annually based upon the amount of local funds expended for provision of 
indigent legal defense services. However, State law requires each county to demonstrate compliance 
with certain maintenance of effort (MOE) requirements as a precondition for receiving this aid.

Because of confusion surrounding the MOE requirements, OSC worked closely with county officials 
to help them understand the law and the implications associated with failure to comply with it. In 
March 2007, $68 million was distributed to counties from the ILSF, but three counties did not receive 
a portion of this distribution because they did not comply with the MOE requirements. In response, 
OSC raised concerns with various aspects of the MOE and distribution requirements, and advanced a 
legislative proposal in 2007 that maintained fairness of distributions while providing for a smoother and 
more predictive determination of aid amounts.

Communications and Customer Service

The Division is committed to providing timely, effective communication to local governments on a 
wide-ranging set of issues. In 2007, the Division redesigned its internet site to improve navigation and 
content management, developing an interactive training calendar searchable by date and location. It also 
expanded collection of email addresses so that reports, newsletters and bulletins can now be transmitted 
electronically to most local government officials, reducing printing and mailing costs. Over 10,000 local 
officials can now be reached quickly and easily using electronic contact information. Going forward, the 
Division is now using innovative online survey technology to solicit input from local governments and 
respond more quickly to requests for information.

It was also during this period that the Division evaluated and redesigned its internal Intranet site, 
improving internal communications and business processes. This enables staff to stay informed and 
access resources quickly and conveniently.
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Demographic and Fiscal Overview of New York’s Local Governments

To expedite dissemination of local government financial data, the Division of Local Government 
and School Accountability began publishing separate financial reports for each major class of local 
government. In the past year, reports were issued on the financial condition of New York’s counties, 
cities, towns, villages, fire districts and school districts. These reports are available on the Division’s 
website and provide more detailed information on the finances of each class of government.

Population Trends

From 1970 to 2000, New York’s population grew by 4.0 percent. More recently (from 2000 to 2006), 
the State’s population has increased by another 1.7 percent. However, these increases mask significant 
diverging trends, distinguishing upstate from downstate and urban from suburban.

The State’s net gain in population is largely explained by gains in New York City, which increased its 
population by 1.4 percent during the 30 year period (1970-2000). In the last six years, New York City 
has increased its population by an additional 2.6 percent. Immigration and economic vitality explain 
much of this growth.
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In contrast, cities outside New York City have suffered population loss - 19.5 percent between 1970 
and 2000. Over the past six years, population in upstate cities has continued to decline. The cities of 
Buffalo, Rochester, and Syracuse have been particularly hard hit: 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. 
Updated Census estimates show that the trend continues: from 2000-2006, Buffalo lost another 5.7 
percent of its population, Rochester another 5.3 percent and Syracuse another 4.5 percent.

Like cities, upstate villages lost population from 1970-2000 ( 10.6 percent); that trend has continued 
through 2006. However, the trends are quite different in downstate villages which grew 12.7 percent 
from 1970 to 2000. This trend continues based on 2006 population estimates - downstate villages have 
gained another 1.7 percent.

To a large extent, losses in city and upstate village populations represent shifts to surrounding towns. 
As a class, town population has seen the greatest growth among all classes of government from 1970 
to 2000 (15.5 percent) as well as from 2000 to 2006 (2.0 percent). This “sprawl without growth” has 
troubling implications for land use, transportation and tax policy within the State.

New York’s population trends are indicative of the diverging economic fortunes of upstate and 
downstate regions. As population, business investment, job opportunities and tax bases diminish, 
so does the fiscal health of our local governments. The ability to slow or even reverse these trends 
will be important in the years ahead.
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Revenue Trends: “Where the Money Comes From”

• Revenue Mix – In 2005, total revenue for all major classes of local government amounted to more 
than $124 billion, an increase of nearly 8 percent from 2004. Of this total, 30 percent was raised 
through property taxes and 20 percent was raised through non-property taxes, including sales tax. 
Intergovernmental aid represented another 30 percent of total revenues in 2005. Fine, fee and other 
revenues continue to increase their share of the total, accounting for the remaining 20 percent. As a 
share of total revenues, property taxes and State aid each declined slightly (-1 percent).

• Revenues by Class – New York City alone accounts for approximately 53 percent of total local 
government revenues. Outside New York City, total revenues equal $58 billion, of which school 
districts raise 49 percent, counties 30 percent, towns 10 percent, cities 6 percent, villages 4 percent 
and fire districts 1 percent.
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Expenditure Trends: “Where the Money Goes”

In 2005, spending for all classes of New York’s local governments, including New York City, totaled 
$131.5 billion, an increase of over 7 percent over 2004. The majority of spending was attributable to 
current operations (84 percent), with the remainder funding capital investments (9 percent) and debt 
service (7 percent).

• Current Operations – Within current operations, there were significant spending variances between 
classes of local government in 2005. Personal services represented the largest category of expense for 
school districts and cities, while contractual expenditures represented the largest category of expense 
for towns, villages and, most notably, counties. However, when combined with fringe benefits, 
employee-related expenses accounted for the majority of current operations costs in all classes of local 
governments except counties.
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• Spending by Class – New York City accounted for nearly $70 billion of the 2005 total, or 53 
percent. Of the $61.7 billion spent by local governments outside New York City in 2005, spending by 
school districts accounted for nearly half of the amount (49 percent). Counties spent 30 percent of the 
total, and cities, towns, villages and fire districts spent the remaining 21 percent.

• Spending by Function – New Yorkers receive a variety of services provided by local governments. 
Over half of total spending by local governments outside of New York City supports education 
provided by public school districts and community colleges. Public safety accounts for 11 percent 
of all local spending and another 10 percent goes toward economic assistance which includes social 
services (such as the local share of Medicaid and income assistance programs).
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• 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.

• Cities – Cities spend 43 percent of their budgets on public safety. Cities are also generally responsible 
for providing such home and community services as water, sewers, refuse collection and–occasionally–
electricity. Together, these services make up 22 percent of city budgets. Cities also maintain roads 
and bridges, and are sometimes responsible for other transportation costs such as transit systems and 
airports (11 percent).
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• Towns – A quarter of all town expenditures were for transportation, while utilities and other home 
and community services (including water, sewer and refuse collection) account for another 27 percent. 
Many suburban towns provide police and fire protection services, so public safety accounts for 
another 15 percent of town budgets.

• Villages – Like cities, villages provide mainly water, sewer and refuse collection (32 percent) and 
police and fire protection (27 percent). They also maintain roads and bridges (14 percent) and parks 
and cultural attractions (8 percent).
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• New York City – In New York City, education (28 percent) and social services (19 percent) account 
for nearly half of the City’s total expenditures. Public safety represents the next largest expenditure 
category at 14 percent. Benefits and pensions account for 11 percent of total expenditures.

• School Districts – School districts spend most of their budgets on instruction (58 percent), and 
maintenance (15 percent). Administration accounts for 8 percent of expenditures.
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General Purpose
 Counties 57
 Cities 62
 Towns 932
 Villages 556 1,607

Special Purpose
 School Districts 700
 Fire Districts 867 1,567

Total Local Government Entities 3,174

Public Authorities  239
Other Special Purpose  875

Total Special Purpose Entities  1,114

Total Governmental Entities  4,288

Local Government Entities

Special Purpose Entities

Summary of Local Government Entities
(As of November 2007)
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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 Ideas – 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 Local 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 2005 
for counties, cities, towns, villages, school districts, fire districts, special purpose units, joint activities 
and industrial development agencies is also available.

DIVISION OF 
LOCAL GOVERNMENT AND SCHOOL ACCOUNTABILITY

RESOURCES AND PUBLICATIONS 
Website: www.osc.state.ny/localgov • Email: localgov@osc.state.ny.us

In addition to audits, the Division of Local Government and School Accountability 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 or emailing us at localgov@osc.state.ny.us.

DIVISION SERVICES/RESOURCES
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Financial Reporting – Information and forms can be downloaded from the Division’s website in a 
variety of formats.

• 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.

• 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 and Fiscal Performance Plans – A guide, template, and sample plans that 
local governments can use when developing their multiyear financial plans are available.

DIVISION SERVICES/RESOURCES
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Publications – The Division’s website contains a wealth of documents of value to municipal officials 
and others interested in local government issues and finance.

• Research Reports – The Division has authored several reports that address major policy issues 
facing local governments and State policy-makers. Recent subjects addressed include fiscal challenges 
facing cities, town special districts, Medicaid and local government debt.

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

• 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.

• 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.

• School Accountability Reform – Information can be found on the State Comptroller’s 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 2006 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.

DIVISION SERVICES/RESOURCES
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DirectoryRegional Offi  ce
Steven J. Hancox, Deputy Comptroller  (518) 474-4037

 Cole H. Hickland, Director - Direct Services  (518) 474-5480
Jack Dougherty, Director - Direct Services  (518) 474-5480

ALBANY REGIONAL OFFICE – Kenneth Madej, Chief Examiner

22 Computer Drive West • Albany, New York 12205-1695
Tel (518) 438-0093 • Fax (518) 438-0367 • Email: Muni-Albany@osc.state.ny.us
Serving: Albany, Columbia, Dutchess, Greene, Schenectady, Ulster counties

BINGHAMTON REGIONAL OFFICE – Patrick Carbone, Chief Examiner

State Offi  ce Building, Room 1702 • 44 Hawley Street • Binghamton, New York 13901-4417
Tel (607) 721-8306 • Fax (607) 721-8313 • Email: Muni-Binghamton@osc.state.ny.us
Serving: Broome, Chenango, Cortland, Delaware, Otsego, Schoharie, Sullivan, Tioga, Tompkins counties

BUFFALO REGIONAL OFFICE – Robert Meller, Chief Examiner

295 Main Street, Room 1050 • Buff alo, New York 14203-2510
Tel (716) 847-3647 • Fax (716) 847-3643 • Email: Muni-Buff alo@osc.state.ny.us
Serving: Allegany, Cattaraugus, Chautauqua, Erie, Genesee, Niagara, Orleans, Wyoming counties

GLENS FALLS REGIONAL OFFICE – Karl Smoczynski, Chief Examiner

One Broad Street Plaza • Glens Falls, New York 12801-4396
Tel (518) 793-0057 • Fax (518) 793-5797 • Email: Muni-GlensFalls@osc.state.ny.us
Serving: Clinton, Essex, Franklin, Fulton, Hamilton, Montgomery, Rensselaer, Saratoga, Warren, Washington counties

HAUPPAUGE REGIONAL OFFICE – Richard J. Rennard, Chief Examiner

NYS Offi  ce Building, Room 3A10 • Veterans Memorial Highway • Hauppauge, New York 11788-5533
Tel (631) 952-6534 • Fax (631) 952-6530 • Email: Muni-Hauppauge@osc.state.ny.us
Serving: Nassau, Suff olk counties

NEWBURGH REGIONAL OFFICE – Christopher J. Ellis, Chief Examiner

33 Airport Center Drive, Suite 103 • New Windsor, New York 12553
Tel (845) 567-0858 • Fax (845) 567-0080 • Email: Muni-Newburgh@osc.state.ny.us
Serving: Orange, Putnam, Rockland, Westchester counties

ROCHESTER REGIONAL OFFICE – Edward V. Grant Jr., Chief Examiner

The Powers Building • 16 West Main Street – Suite 522 • Rochester, New York 14614-1608
Tel (585) 454-2460 • Fax (585) 454-3545 • Email: 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

State Offi  ce Building, Room 409 • 333 E. Washington Street • Syracuse, New York 13202-1428
Tel (315) 428-4192 • Fax (315) 426-2119 • Email: Muni-Syracuse@osc.state.ny.us
Serving: Herkimer, Jeff erson, Lewis, Madison, Oneida, Onondaga, Oswego, St. Lawrence counties

Division of Local Government and School Accountability
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Executive  ........................................................................................................................................................................................ 474-4037
 Steven J. Hancox, Deputy Comptroller
 John C. Traylor, Assistant Comptroller

Financial Reporting .................................................................................................................................................................... 474-4014
(Annual Financial Reports, Constitutional Limits, Real Property Tax Levies, 
Local Government Approvals)

Information Services ................................................................................................................................................................. 474-6975
(Requests for Publications or Government Data)

Justice Court Fund ......................................................................................................................................................................473-6438

Audits and Local Services ........................................................................................................................................................ 474-5404
(Audits, Technical Assistance)

Professional Standards ............................................................................................................................................................ 474-5404
(Auditing and Accounting)

Research  .......................................................................................................................................................................................... 473-0617

Statewide and Regional Projects.................................................................................................................................607-721-8306

Training.............................................................................................................................................................................................473-0005
(Local Offi  cial Training, Teleconferences, DVDs)

Electronic Filing

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

(Area code for the following is 518 unless otherwise specifi ed)

Mailing Address 

for all of the above:

DirectoryCentral Offi  ce

email: localgov@osc.state.ny.us

Offi  ce of the State Comptroller, 

110 State St., Albany, New York 12236

Division of Local Government and School Accountability
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