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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 fiscal 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 officials to maintain or
improve fiscal health by increasing efficiency 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 officials with up-to-date
information and expert technical assistance.
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A MESSAGE FROM
New Yotk State Comptroller Thomas P. DiNapoli

In last year’s annual report on the state of New York’s local governments,
I cautioned that economic developments at the national, State and regional
levels would add to the fiscal challenges facing local governments.

One year later, almost every level of government is confronted with an
uncertain and unstable fiscal future and many are looking to reduce
spending to maintain a balanced budget. Facing a national recession
amidst rising energy and food prices, millions of families and individuals
are experiencing similar challenges and tightening their belts.

Now more than ever, it is time to open the books on government
operations so the public can access information on how their tax dollars
are spent, bringing greater transparency and accountability to State and
local governments.

In June, my office launched Open Book New York, a new, easy-to-use website that provides the public
access to how State government is spending tax dollars. Today, coinciding with the release of this report,
we are also launching a new component of Oper Book that will provide the public with information on
local government revenues and expenditures. Eleven years of detailed information for over 3,100 units of
government will be available.

In the future, the local government portion of Open Book will be expanded to include comprehensive
information on local property tax burdens, financial information on local public authorities, and
demographic information on our State and its inhabitants. Our goal is to become the pre-eminent source
of data on local governments in New York State.

Using the new Open Book data format, this annual report gives taxpayers and local officials a new and
more meaningful look at financial trends affecting our State. In addition, the report highlights emerging
local government issues and 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 continue

to promote taxpayers’ interests by helping to improve the fiscal management of local governments and
schools within New York.

I hope you find our new format useful. Please let me know your thoughts on how we can continue to
make this annual report better. Our contact information is at the back of the report.

Sincerely,

Thomas P. DiNapoli
State Comptroller
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Executive Summary

The condition of New York’s local government finances is growing increasingly precarious. Long-
standing demographic trends have contributed to an underperformance of the upstate economy.
Rising health care, energy and other commodity prices have sent shockwaves through the local
government expenditure base. A national recession caused in part by the collapse of the housing
price bubble, Wall Street’s woes and increasing levels of both inflation and unemployment are likely
to result in stagnant revenue growth and reductions in intergovernmental aid. Given the current
state of the economy, it is likely these challenges will continue and intensify in the coming year.

Many of the fiscal, demographic and socioeconomic trends point to an environment of difficult
times and difficult choices. In its oversight and advocacy role on behalf of local governments, the
Office of the State Comptroller (OSC) will put a renewed emphasis on promoting cost savings and
best practices, encouraging shared services and regional cooperation, and advocating for policy
changes that will help governments operate more efficiently and effectively.

The 2008 Annual Report on Local Governments introduces a new look to the annual local
government financial data reported by every county, city, town, village, school district and fire
district in New York State. In an effort to promote transparency and accountability, OSC has now
made much of the data reported to it from 1996 to 2006 accessible through Open Book New York— a
new, user-friendly website that also provides information on spending by State agencies, as well as
all State contracts.

This new format is the result of a considerable effort to summarize the detailed information
reported by local governments to OSC in more useful and meaningful categories. Through this new
classification system and Open Book, readers can easily find information on how local governments
generate their revenues, and what activities and services those revenues support. In addition,
through Open Book, users of this data can now “drill down” to retrieve additional information on
each category of revenue and expense for an individual local government or for an entire class of
local government (e.g., all cities).

In the new data classification system, all spending for employee benefits is now captured in one
category, making it easy to identify that employee benefits continue to be the fastest growing
expense for all classes of local government. With a couple of mouse clicks in Oper Book, taxpayers
can easily see that the largest expenditure for cities and villages is ensuring the public’s safety
through police and fire protection services, and that counties spend the majority of their revenues to
support the delivery of social services, including Medicaid.

The new data classification and the ease of retrieving 11 years of financial information for individual
municipalities will enhance transparency and accountability. For the first time, taxpayers and local
government officials can easily compare revenue and expenditure trends-by-function with those of
similar local governments.
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Enhancing Transparency with the Release of Open Book

In June of 2008, as part of Comptroller DiNapoli’s effort to promote more openness in
government and to give taxpayers better access to the financial workings of government, the
Office of the State Comptroller (OSC) launched Open Book New York. Open Book is a website (www.
openbooknewyork.com) which provides information on salaries, travel and other expenditures
for more than 100 State agencies and more than 60,000 State contracts through user-friendly,
searchable databases.

The release of the 2008 Annual Report on Local Governments coincides with the rollout of a new
local government component of Open Book, which gives local government officials and taxpayers
access to revenue and expenditure data reported to OSC by all cities, towns, villages, school districts
and fire districts from 1996 through 2006. In the future, the local government component of the
Open Book website will be expanded to include financial information for local public authorities such
as Industrial Development Agencies (IDAs), as well as data on real property taxes, local government
indebtedness, and constitutional tax and debt limits for each local government. Open Book provides
unprecedented access to detailed financial information on local governments for taxpayers and
other interested parties.

The consumers of OSC local government data are a diverse group of individuals and organizations.
With the release of Open Book, this data will be easier to access than ever before. Taxpayers can

use this information to assess how their local governments are using their tax dollars. Municipal
officials can use the data to compare their revenues and expenditures with other local governments
and help identify potential efficiencies. Research organizations, academics and students can now
easily access this data to support their research. Legislative and Executive agency staffs can use

the searchable database to assist in analyses used to develop statewide policies. While this data

has historically been available to these groups upon request, the launch of the Open Book website
provides instantaneous access to this information.

Making Local Government Data More Meaningful

In addition to making it easier to retrieve data, the Open Book website also arranges financial
information in a more meaningful fashion. Over the past several years, OSC has undertaken a
major effort to develop a new data classification system that permits the user to “drill down”
into certain revenue and expenditure items, reorganizes and clarifies some data categories, and
offers greater utility and flexibility in terms of trend analysis and peer-group comparisons. The
2008 Annual Report and the local government data contained in Open Book reflect this new
classification system.
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What Has Changed?

Drill-Down Capabilities — Information at a More Granular Level

For the end user, the most noticeable change is the level of detail that is now available for the
various revenue and expenditure categories. Rather than just having high-level summary data at
their disposal, users can “get behind” the numbers for even greater detail. The public has access to
two levels of data in Open Book. The broadest category, or Level One, provides users with rolled-up
numbers for a general grouping of data. For example, local government revenues are reflected at the
highest level in Level One categories that include Real Property Taxes and Assessments, Sales and
Use Tax, State Aid, Federal Aid and Charges for Services. Each of these broad Level One categories
can be further detailed into more specific Level Two subcategories.

Costs associated with employee benefits are often a topic of discussion. With this new drill-down
capability, users will notice that each local government has a Level One expenditure category
specifically designated for employee benefits and a Level Two breakout that will allow the user more
easily to distinguish expenditures for employee medical insurance, life insurance, disability, etc.

In the example below, three Level Two categories of fees feed into the Level One Charges for
Services category. Open Book users can now access both Level One and Level Two data.

General:
Level 1

More Specific:
Level 2

Most Specific:
Account Code Level

Account Code 1
Account Code 2
Account Code 3
Account Code 4

Account Code 1
Account Code 2

Charges for

Services Health Fees

Account Code 3
Account Code 4

Account Code 1
Account Code 2
Account Code 3
Account Code 4

Utility Fees

il |
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Reclassifications of Certain Revenue and Expenditure Categories

Much effort has also been directed towards rethinking how the Office of State Comptroller
categorizes the various revenues and expenditures for local governments. In some cases, certain
revenues and expenditures moved from one grouping to another. In other cases, an entirely new
category was created. For example, the expenditure category formerly called Home and Community
Services has been eliminated, and three new Level One categories have been created in its place:
Community Services, Utilities and Sanitation.

In another departure from past practice, the allocation of account codes to the various Level One
and Level Two categories has been more closely aligned with the purpose served, rather than

the governmental entity carrying out the service. For example, in the area of Education, users

will find that schools now have a broader array of functional expenditures in their data display.
Since not all services provided by school districts are strictly educational, it is important to make
such distinctions so as to avoid skewing or overstating the actual costs associated with education.
School district account codes that pertain to general administrative activities (e.g., district clerk, tax
collector) will be included in a Level One General Government expenditure category in the school
district’s data display.

Another example can be found in the Health expenditure category. Users will notice a new Level
Two category named Environmental Services. While all Health expenditures promote good health
for the general public, Environmental Services address the environmental conditions that surround
constituents (e.g., insect/rodent control), and are distinguished from other health expenditutes that
involve more direct interaction with constituents (e.g., mental health services).

Naming Conventions

Users will also notice that changes have been made to the actual names of certain revenue and
expenditure categories. These changes were made in an effort to reflect relevant program areas
more accurately and to enable users to identify the categories they want to examine quickly and
easily. For example, under the former classification system, county Medicaid expenditures were not
easily identifiable and were included in a category labeled “Economic Assistance.”

Medicaid is one of the largest expenditure categories for counties in New York, and thus has been
the subject of much scrutiny. OSC often received data requests for these expenditures, but they had
to be handled on a case-by-case basis. Under the new classification system, Medicaid expenditures
are clearly labeled and are more easily found under the renamed, broader and more intuitive Level
One Social Services category. With Open Book, any individual looking for this specific information
now has the ability to retrieve it at any time.

Additional examples highlighting the components of various Level One and Level Two categories
can be found in the State of Local Governments section of this report, and readers can see some of
the more interesting Level Two breakouts in the class tables presented at the end of the report. A
more detailed listing of the new classification scheme is included as Appendix I to this document.
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Previous Classification System and Retrieval System vs. Open Book

The following graph displays how local government data is organized and presented on the Open
Book website. Users can retrieve data one local government at a time or they can retrieve data for an
entire class of local government (e.g., summary level data for all cities).

Before the release of Open Book, if users wanted information on State Aid revenues for the City of
Albany, they would first download a spreadsheet that included all cities for one fiscal year. On this
sheet, they could see there were five categories under State Aid. Typically, the two biggest categories
of State Aid for cities are “unrestricted aid” (also known as revenue sharing, or Aid and Incentives
for Municipalities), and the Mortgage Recording Tax, which is classified as State Aid but is really

a tax collected by the State upon the sale of property and redistributed to municipalities. Under

the previous system, users could not easily identify either of these categories and would have to
download multiple spreadsheets to retrieve the information for multiple fiscal years.

[ | oe | AL oL | oE | o |
|
?.‘_ INTERGOYERNMENT REYENUES
3 | 2006 CITY DATA STATE AlID
|3 ALL FUNDS
A HIGHWAY
| MUNICIFAL GENERAL AND SOCIAL
T NAME PURPOSE | HEALTH | TRANSPORTATION | SERYICES OTHER
3_ ALEAMNY 14,279,228 0 1,078,100 i} 3,033,975
3

With Open Book, users can easily retrieve this information for up to six fiscal years at a time.

Revenues Report for City of Albany for 2006
Revenues

Total $ 158,519,120
CHARGES FOR SERVICES 15,619,740
CHARGES TO OTHER GOVERNMENTS 1,959,667
EEDERAL AID 5,461,582
OTHER LOCAL REVENUES 8,665,660
OTHER NON-PROPERTY TAXES 1,522,004
REAL PROPERTY TAX ITEMS 25,392,485
REAL PROPERTY TAXES 48,444,733
SALES AND USE TAX 31,257,967
STATE AID 18,391,303
MORTGAGE TAX 2,802,041
OTHER STATE AID 187,392
STATE AID - CULTURE AND RECREATION 382,838
STATE AID - GENERAL GOVERNMENT 1,282,572
STATE AID - PUBLIC SAFETY 1,181,173
STATE AID - TRANSPORTATION 1,078,100
UNRESTRICTED STATE AID 11,477,187
USE AND SALE OF PROPERTY 1,803,979
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Benefits of this Approach

In addition to providing the public greater access to local government financial data in a user-friendly
format, Open Book and the new classification of the data will enhance the ability of local government
officials and other interested parties to conduct unit cost analysis. Unit cost analysis is the practice of
developing budgeting and accounting systems in a way that allows program managers to determine the
cost per unit of services provided and allows comparisons to be made with similar municipalities. While
Open Book does not yet contain the demographic information necessary to complete a unit cost analyses

(e.g., the number of fire calls to determine the cost per call to a certain city), the new classification

scheme provides local governments with the revenue and expenditure components necessary to begin

this analysis.

The new data look also allows local officials to compare their financial data with similar entities more
easily. For example, Rochester and Syracuse are major upstate cities with similar demographics. A quick

analysis of their respective expenditure
charts for 2006 (which can be generated
in Open Book) shows what each city spent
for public safety. Open Book allows users to
see how those public safety dollars were
allocated between police and fire services.

Open Book offers users new ways to access
and analyze local government fiscal data.
Ultimately, this new presentation of data
offers users greater clarity on “where

the money comes from” and “where the
money goes,” and helps highlight the
unique fiscal challenges faced by each class
of local government.

City of Rochester, 2006
PUBLIC SAFETY

FIRE PROTECTION
MISCELLANEOUS PUBLIC SAFETY
POLICE 66,927,399 56.3%
PUBLIC SAFETY ADMINISTRATION 8,742,021 7.4%
Total 118,791,798 100.0%

40,561,849 34.1%

2,560,529 2.2%

City of Syracuse, 2006
PUBLIC SAFETY

FIRE PROTECTION 26,161,225 36.0%
MISCELLANEOUS PUBLIC SAFETY 4,330,522 6.0%
POLICE 42,165,685 58.0%

Total 72,657,432 100.0%

Rochester 2006 Expenditures

B cenerAlL GOVERNMENT

M puBLIC SAFETY
SANITATION

B sociaL services

B TRANSPORTATION

B yrnurTies

B coMMUNITY SERVICES

B CULTURE AND RECREATION
DEBT SERVICE

B EconoMIC DEVELOPMENT

B empLOYEE BENEFITS

Expenditures of City of Rochester for 2006
Total Expenditures: $452.757.523

§118,791,798 (26.24%) $17.779.954 (3.83%)
e 51,435,305 (0.32%)
BB - 541,649,353 (9.
$17,640.303 (3.90

0,

B ==
$60,716,681 (15.400%)

58 (5.55%)

$B7,748.212 (19.38%) 57 (6.93%)

Syracuse 2006 Expenditures

B GENERAL GOVERNMENT

B puBLIC SAFETY
SANITATION

B TRANSPORTATION

B yrurres

B COMMUNITY SERVICES

B CULTURE AND RECREATION
DEBT SERVICE

B ECONOMIC DEVELOPMENT

B emPLOYEE BENEFITS

Expenditures of City of Syracuse for 2006
Total Expenditures: $269,447 603

7, 740671 (2.87%)

S72 657 432 (26.97%) 46,316,858 (17.19%)

528,121,783 (10.44%)

554 441 820 (20.20%)
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The State of Local Governments

Local governments across the State find themselves in an increasingly tenuous financial situation.
While it is never easy for local officials to manage the competing demands of service delivery
and fiscal restraint, a deteriorating economic environment is further straining already tight local
government budgets in every corner of the State.

According to 2007 population estimates, New York ranks 42nd among all states in population
growth—significantly lagging other states in the nation. Without foreign immigration, New York’s
population would have been essentially stagnant. This trend differs from that in many other states,
particularly those in the South and West that are experiencing record levels of population growth.
This demographic pattern is not a new phenomenon but rather the continuation of a trend that

was set in motion decades ago, when the first signs of manufacturing job loss and population out-
migration began to emerge. In western New York, all cities have suffered population declines from
2000 to 20006, as have 75 percent of the region’s towns. While western New York is the hardest hit
region, similar patterns hold true for other upstate regions, including the Finger Lakes, the Mohawk
Valley, the Southern Tier, central New York and the North Country.

These long-standing demographic trends have contributed to an underperformance in the upstate
economy. In turn, local governments have struggled to maintain their revenue base and produce
structurally balanced budgets in the face of escalating cost drivers such as health care. The serious
nature of these fiscal challenges is evidenced by the growing number of deficit financings the
Legislature has authorized over the past five years.

A robust downstate economy and State actions such as the Medicaid expenditure cap for counties
and multiyear increases to the State’s Aid and Incentives to Municipalities (AIM) revenue sharing
program, have helped forestall more widespread local fiscal problems over the last few years. Now,
however, the State is also struggling to cope with the same harsh fiscal realities. The collapse of

the housing price bubble, Wall Street’s woes, and increasing levels of unemployment are likely to
result in stagnant revenue growth. Compounding these problems are increases in energy and other
commodity prices that have sent shockwaves through the government expenditure base. The State
will undoubtedly have to make difficult but necessary budget adjustments, including reductions in
intergovernmental aid — indeed, this exercise is already well underway. Given the current state of the
economy, it is likely that these challenges will continue and intensify in the coming year.

Many fiscal, demographic and socioeconomic trends point to an environment of difficult times and
difficult choices. In its oversight and advocacy role on behalf of local governments, OSC will put a
renewed emphasis on promoting cost savings and best practices, encouraging shared services and
regional cooperation, and advocating for policy changes that will help governments operate more
efficiently and effectively.
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Economic Outlook

Equities have entered a bear market, falling by 20 percent from their 2007 peak. Write-downs at

major U.S. financial firms now exceed $225 billion, with more expected over the balance of 2008.

The financial crisis is deepened by the impact of a prolonged housing slump, record fuel prices and a
weakening job market. The American economy actually contracted during the last quarter of 2007, and
July Commerce Department data shows that the economy expanded by only 1.9 percent between April
and June 2008. On the employment side, there was also an increase in new claims for unemployment
insurance in the U.S. during the same time period, evidence that there will be more workers without
jobs in the near future.! The national unemployment rate climbed to 6.1 percent in August. The rate
increase has been attributed to new difficulties in acquiring credit, fallout from the housing market
collapse and high energy prices.

At the State level, the forecast is for virtually no growth in employment and very weak income growth
due to deteriorating financial sector bonuses and capital gains. Bonuses are expected to fall by 20
petcent, and capital gains by 25 percent.?

New York State’s economy has a significant concentration of firms directly affected by the current financial
market crisis, and continued weakening of profitability and employment in the financial sector has a major
impact on State finances. When the State Budget was enacted in April 2008, Governor Paterson warned
that New York’s economy was slowing and he issued a directive to reduce State operations spending. In late
July, Governor Paterson announced a current year shortfall of $630 million, noting that the 2009-10 State
Fiscal Year budget gap had increased from $5 billion to $6.4 billion. In response, the Governor reduced
State operations spending even further and reached agreement with the Legislature on reductions totaling
$427 million in local assistance spending for the 2008-09 State Fiscal Year.

At the local level, the continued softening of the housing market is likely to flatten or reduce growth in
the property tax base. Based on quarterly sales data from the New York State Association of Realtors,
the housing market in New York State slowed dramatically compared to prior periods. The number

of sales occurring in the first quarter (January—March) decreased in 2008 when compared to 2007 for
every region of the State. The decrease was greatest in the downstate regions, with the number of sales
decreasing 31 percent below that of the first quarter of 2007. In addition to decreasing sales, the median
sale price has declined in most areas as well.

According to RealtyTrac, statewide, the number of home foreclosures increased from 21,826 in

2006 to 38,688 in 2007—an increase of 77 percent. In the first two quarters of 2008, this pattern

is continuing. The first quarter of 2008 represented a 40 percent increase over 2007 and the second
quarter represented a 62 percent increase. If this rate of increase were to continue for the rest of 2008,
over 58,000 New York homeowners could experience a foreclosure in 2008. This would represent a 167
percent increase over the 2006 foreclosure figure.

! Goodman, Peter S. and Michael M. Grynbaum. G.D.P. Grows at Tepid 1.9% Pace Despite Stimulus. Nytimes.com. July 31, 2008.

* The economic information presented in this discussion does not reflect the most recent developments that have occutred on
Wall Street during the month of September.
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Snapshot of Revenues - Fiscal Year Ended 2006

In 2006, local governments (counties, cities, towns, villages, school districts and fire districts,
excluding New York City) raised $60.7 billion in revenues from all sources — local, State and federal.
The majority of these revenues were generated through real property taxes,” which totaled $26.5
billion, or 43.7 percent, of all revenues. The second largest revenue category was State Aid at $14.5
billion, or 23.9 percent. Sales tax revenues accounted for $7.2 billion, or 12 percent, of total revenues.

Nearly 70 percent of local government revenues are derived from local sources. The remaining 30
percent comes from State and federal sources, at 23.9 and 6.7 percent, respectively.

Economically sensitive revenue sources, particularly the sales tax and mortgage recording tax,

but also intergovernmental aid supported by the personal income tax, are hit hardest by poor
economic performance.

Sales Tax Collections

Sales tax revenues are sensitive

to economic changes. Local County Sales Tax Collections by Regions

1st and 2nd Quarters of 2007 and 2008

governments have grown
increasingly dependent on this
revenue source over the past B 1st Quarter 2008 vs. 1st Quarter 2007
decade. Unfortunately, the 12% = B 2nd Quarter 2008 vs. 2nd Quarter 2007
consequences of the current
downward turn in the economy

are already being felt in many
communities. A comparison of
sales tax collections in the first
and second quarters of 2007
versus the first and second

quarters of 2008 indicates that - - 20
these revenues are slowing, -4%

. .. . Central  Capital Finger Long Lower Mid- Mohawk  North  Southern Western
Whlle lﬂltlally the flfSt quarter New  District Lakes Island Hudson Hudson Valley Country  Tier New

York Valley York

of 2008 showed somewhat
large increases in sales tax
collections numbers by region, by the second quarter of 2008, it became clear that growth has
slowed significantly or stopped altogether. Consumers are clearly adjusting their spending habits
in response to the overall economic decline. This shift will continue to have a very serious impact
at the local level. And, although only counties and cities are authorized to impose a sales tax, many
share their local sales tax revenues with other local governments.

3 This includes other real property tax items such as payments in lieu of taxes.
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Mortgage Recording Taxes

The crisis in the housing market affects local governments on many different levels. Towns are
most affected when homes are not selling because of their heavy reliance on mortgage recording

taxes. Mortgage recording taxes

are collected by the counties and
distributed to municipalities as State
Aid. These mortgage taxes, which
made up 6.8 percent of revenues in
towns in 2006, had increased at an
annual rate of 15.3 percent from 2001
to 2000, although in 2005 and 20006,
towns experienced two consecutive
decreases in mortgage tax revenues.
Some towns on Long Island are
particularly affected. In the first half
of 2007, mortgage tax collection
across Long Island decreased by
about $94 million, or 42 percent,
compared to the first half of 2006.*

State Aid

Mortgage Recording Taxes in Towns

Millions

$500

$400

$300

$200

$100

$0

2000 - 2004:
167% increase

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

Given the current State budget crisis, the risk to future State Aid commitments to local
governments is a very real one. As the State struggles to cope with its own lower-than-expected
revenues, it will be more difficult to continue to provide the same level of support as is currently
provided, or maintain the commitment to increase this aid.

Opver the past several years, cities, towns and villages have seen unprecedented increases in revenue
sharing aid. The Aid and Incentives for Municipalities (AIM) program was enacted in the 2005-
06 State Budget. In 2000, cities received over $464 million in unrestricted State Aid — a one-year
increase of more than 13 percent. Cities will receive over $693 million in the 2008-09 State fiscal
year, which represents a 68.8 percent increase in unrestricted State Aid since 2004-05. Towns and
villages have received 39 and 36 percent increases, respectively, during the same time period. In
total, the State has increased revenue sharing payments to local governments by $220 million (28
percent) since March 2005. School districts have also received substantial increases in aid. In 2000,
districts outside New York City received $10.3 billion in State Aid. Between 1996 and 20006, school
districts benefited from aid increases of more than $3.5 billion (53 percent).

Counties do not receive revenue sharing aid. Most county “aid” comes in the form of reimbursements
from the State for providing mandated social services in their communities. In the current budgetary
environment, cities, towns and villages could be more vulnerable to aid reductions because those
funds are not tied to reimbursable activities. However, county reimbursements could also be reduced

without 2 commensurate reduction in mandated services.

4
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Property Tax

New York’s property tax burden — the third highest in the country per capita — continues to be a
fiscal pressure point. Local governments (including New York City) collect nearly $40 billion in
property tax revenues annually, and property taxes have grown faster than inflation in recent years.
The increase in other local revenue sources over the last decade reflects efforts by local officials to
try and mitigate local property tax increases in their communities.

The State has also taken several steps to help reduce property tax burdens. The STAR program was
significantly expanded over the past three years; STAR now provides almost $5 billion in tax relief
to homeowners. Yet STAR has done little to reduce local property tax growth, and attention has

been increasingly given to property tax caps or circuit breakers as a way to provide additional relief.

In addition, the need for property assessment reform is increasing. New York’s 1,128 assessing units
are not required to assess properties on any schedule, nor by any set standard, or even by a given
percentage of full market value. Twenty percent of assessing units do not meet minimal standards
for assessment uniformity.” Reform in this area would improve the equity and efficiency of the
property tax system, however it may be modified in the future.

Snapshot of Expenditures - Fiscal Year Ended 2006

Total spending for all major classes of local government, excluding New York City, was $64.6
billion in 2006. Current operations accounted for the largest portion of spending — 85.3 percent.
Equipment and capital outlay accounted for 8.6 percent and debt service accounted for six percent.
Within current operations, personal services account for 43.8 percent of total spending, contractual
services for 37.7 percent and employee benefits for 18.5 percent.

Local governments face increasingly tough choices when it comes to paring down budgets. Cutting
costs generally means reducing the menu of services available to residents or rethinking how
services are delivered. As a result, more attention is being given to streamlining service delivery,
cooperative approaches such as functional consolidation or intermunicipal agreements with other
governments, and developing multiyear budget and capital plans so that local governments can
understand how decisions made today can affect the “bottom line” in the future.

> See the 2006 Assessment Equity in NYS report at: www.orps.state.ny.us/ref/pubs/cod/2006mvs/reporttext.htm#notstandard
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Risks on the Expenditure Side

Growth in Employee Benefits Continues

While employee benefits do not make up the largest portion of local budgets, this has been the
fastest growing expenditure area over the past decade. State and local governments tend to spend
much more on these items than do private-sector employers, many of whom have significantly
cut these benefits. In fact, the Employee Benefit Research Institute estimates that State and

local governments spend nearly double on benefits for their workers compared to private-sector
employers - $13.24 per hour worked versus $7.66, respectively.*

Employee Benefit Costs Growing at Unprecedented Rates:
Cumulative Growth between 1996 and 2006
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In 20006, employee benefits accounted for 14.6 percent of total expenditures for counties, cities,
towns and villages. For these entities, growth in this area has been outpacing growth in total
expenditures and inflation for some time now.

Opver the past decade, local government employee benefit costs have increased at rates almost double
that of total expenditures for the same time period. Between 2001 and 20006, growth accelerated and
total expenditures increased by about 24 percent, or 4.4 percent annually, while employee benefits
costs increased 78 percent — almost 12 percent on an annual average basis — during the same time
period. Benefits also far outpaced inflation, which grew at a rate of about 2.5 percent annually.

4 Employee Benefit Research Institute Fast Facts #89, July 2008.
http://www.ebri.org/pdf/publications/facts/fastfacts/fastfact07022008.pdf
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Employee benefit costs are
difficult for local governments Employee Benefit Expenditures by Class
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will decrease from 8.5 percent to 7.4 percent, while the average employer contribution rate for the
Police and Fire Retirement System will decrease from 15.7 percent to 15.1 percent. Although the
savings generated by the lower rates are helpful in these financially difficult times, the Comptroller
has cautioned that if current economic conditions result in lower-than-expected investment
performance, local governments should expect contribution rates to rise in the future.

Escalating Fuel Costs

The tremendous growth in fuel costs has also presented a new set of challenges for local
governments. The price of fuel affects many aspects of a local budget. For example, in school
districts not only must officials figure out ways to maximize the efficiency of their existing
bus routes, they must also consider the impact that rising fuel costs have on their school lunch
programs, since food prices are also influenced by the cost of fuel.

The U.S. Department of Labor energy index, which reflects prices for gasoline and household fuels,
rose 2.3 percent in July 2008, due to increases in gasoline prices (0.8 percent), increases in utility gas
services (8.3 percent), and electricity (2.9 percent). Overall, the energy index was 31.1 percent higher
than in July 2007.

5 United States Department of Labor, Bureau of Labor Statistics. August 15, 2008. Consumer Prices in the Northeast: July 2008.
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Local Government - Class Highlights

The mix of revenue and expenditure categories varies widely between the classes of local government.
As previously noted, the new OSC data classification system provides more detailed information on
how the components of revenues and expenditures vary by class. The following section examines local

government finances for fiscal year ending 2006 for each class of local government.

Cities

Excluding New York City, cities
reported over $3.8 billion in
total revenues in 2006, growing
at an average annual rate of four
percent since 1996. Over 80
percent of these revenues were
collected through real property
taxes, sales taxes, fees for
services and State Aid.

Between 1996 and 20006, cities
have become slightly less reliant
on property taxes and more
reliant on State Aid, especially
mortgage tax revenues and
unrestricted State Aid, which
increased dramatically in

2001 with increases to the
Supplemental Municipal

Aid program and with the
implementation of the AIM
program in 2005. Revenue
sharing payments to cities make
up 75 percent of the State Aid
category and total State Aid
grew at an annual average rate
of almost seven percent between
1996 and 2006.

Total expenditures in cities
equaled more than $3.7 billion
in 20006, not including debt
service. Expenditures for
current operations, which
include salaries, benefits

and contracts, increased at
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an average annual rate of almost four percent between 1996 and 20006, while expenditures for

equipment and capital increased at about 4.5 percent annually.

The largest category of functional expenditure was public safety, which was responsible for $1.1
billion (29 percent) of all functional expenditures in 2006. Police and fire expenditures make up
93 percent of all public safety expenditures in cities. Public safety expenditures grew at an average
annual rate of 4.2 percent between 1996 and 20006.

Counties

Counties collected over $18
billion in revenues in 2006.
Counties are now more
dependent on the sales tax
than on real property taxes.
Sales tax revenues have
increased dramatically — 78
percent over the past 10
years and 52 percent between
2001 and 2006. Again, sales
tax revenues are sensitive to
economic fluctuations and
are less controllable than
other revenue streams. As
such, OSC has cautioned
counties to project these
revenues conservatively
given the current economic
environment.

Although counties receive
no unrestricted State Aid
through the AIM program,
they received over $2.7
billion in State Aid in 2000,
mostly for reimbursement
of State-mandated programs
for social services, highways,
health, public safety and
other purposes.
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Of the $18.8 billion in expenditures counties reported in 20006, the largest category of functional
expenditure was social services, which accounted for almost 28 percent of all county expenditures.
Within this category, Medicaid costs are responsible for roughly 38 percent of all expenditures.
Financial assistance expenditures, which include family assistance, home energy assistance and day
care, accounted for about 30 percent of all social services expenditures.

Counties spent over $2 billion on Medicaid in 2006
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Towns

Towns are heavily dependent on real property tax revenues. Almost half of all revenues in towns,

$2.97 billion, are collected through the real property tax. Real property tax revenues have increased at
an average annual rate of over five percent between 2001 and 20006.

However, certain towns (particularly suburban towns downstate) have also become more reliant on

economically sensitive revenue streams — namely, the mortgage recording tax and sales taxes. Because
of the housing boom in the late 1990s and early 2000s, mortgage recording taxes, which are classified
as State Aid, increased over 260 percent between 1996 and 20006, or at an average annual rate of

13.7 percent. With the housing
market crisis now in full swing,
mortgage recording tax revenues
are declining. Similarly, sales tax
revenues, which are responsible
for over nine percent of all town
revenues, have increased an average
of five percent annually from
1996 to 2006. Unfortunately,
that growth is expected to
weaken with the economy.

Not including debt service,

towns spent $6 billion in 2000,
with transportation being the
largest single category of expense,
responsible for $1.2 billion in
costs. Towns spent almost $900
million on highways alone in
2006, more than $250 million
more than in 1996.

Many towns are also responsible
for garbage collection. Refuse
and garbage is the largest
component in the sanitation
functional category, responsible
for $586 million in 2006
expenditures, or 68 percent

of all sanitation expenditures.
Public safety expenditures also
increased significantly in towns—
67 percent from 1996 to 2000,
or 5.3 percent on an average
annual basis.
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Villages

Villages had $2.3 billion in total revenue in 2006, with $998 million collected through the real
property tax. Real property tax growth has outpaced inflation in villages, growing at an average
annual rate of more than 4.2 percent since 1996.

Besides being reliant on real
property tax revenues, villages
collected over $632 million in
charges for services, over half
of which comes through the
sale of water and electricity.
Villages also rely on charges for
services, especially payments for
utilities, more than any other
class of local government. In
fact, revenue from the sale of
electricity increased 82 percent
between 1996 and 2006, or
roughly 6.2 percent on an
average annual basis.

Villages spent 20 percent

of their $2.3 billion budget
on public safety, the largest
category of functional
expenditure. Taking a

closer look at public safety
expenditures, police and fire
were responsible for nearly 90
percent of all expenditures —
over $410 million.

Within the utilities category,
villages spent over $300 million
to operate electric and water
plants in 2006.
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School Districts

In 20006, school district revenues were $29.6 billion. Schools operate on revenues from four primary
sources. Real property taxes and assessments made up the bulk of school district revenues at $13.7
billion or 46.3 percent. State Aid accounted for another 34.8 percent, STAR payments (included in
other property tax items) for eight percent, and federal aid 4.9 percent.

Real property taxes grew an
average of 4.2 percent annually
between 1996 and 2006 and
about seven percent annually
between 2001 and 2006. State
Aid has increased 4.4 percent
annually and federal aid 9.6
percent. The property tax
portion of the STAR program
was fully phased-in by 2002.
Between 2002 and 2006, STAR
increased an average of 5.9
percent each year.

More than 60 percent of school
revenues come directly from
local sources.

School spending reached $29.3
billion in 2006, excluding debt
service. Over 64 percent of school
district expenditures, or nearly
$18.9 billion, was for education,
mainly instruction, and about 19
percent ($5.6 billion) for employee
benefits. Another 16 percent, or
$4.7 billion, was attributable to
general government of school
districts; mainly operations ($3.9
billion).

Growth in employee benefits
averaged 7.3 percent from 1996
to 2006, but accelerated to 13.3
percent per year between 2001
and 2006. Employee benefits are
the fastest growing expenditure
area for schools.
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Fire Districts

Fire districts collected $612
million in revenues in 2000.
Real property taxes were
responsible for 90 percent
of their total revenues. Total
revenues grew at an average

rate of 5.7 percent annually
between 1996 and 2006.

On the expenditure

side, 82 percent of fire
district spending was

on fire protection. Total
expenditures, other than debt
service, grew at an average
rate of 5.3 percent annually
between 1996 and 20006.
Under employee benefits,
the largest expenditures
were for Length of Service
Award Programs, a pension-
like fund for volunteer
firefighters (LOSAP),
workers’ compensation and
medical insurance.
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Note: Financial data for New York City comes directly from the City’s Comprehensive Annual
Financial Report. This data does not correspond to the same reporting structure to which other
classes of local government adhere. More detailed financial data for New York City is included on

pages 62 and 63 of this document.

New York City

New York City raised $62.9 billion in revenues in fiscal year ended 2007. The largest portion (28.2
percent) was derived from federal, State and categorical aid. Various income taxes (including the

personal income tax) generated
25.5 percent, while real estate
taxes made up the third largest
category at 20.9 percent.

Overall, revenues grew an
average of 6.4 percent each
year between 1998 and 2007.
The fastest-growing revenue
category was other taxes,
which grew over 11 percent
on an average annual basis.
Income taxes (other than the
personal income tax) grew 9.1
percent annually.

City expenditures for 2007
totaled $66.6 billion. Education
(including CUNY) accounted
for nearly 28 percent of total
expenditures. Social services
accounted for 16.7 percent and
public safety/judicial expenses
10.6 percent.

Expenditures grew 6.2 percent
on an average annual basis
between 1998 and 2007.
Pension—related expenditures
grew the fastest at 14.4 percent
annually. Environmental
protection (13.7 percent) and
general government (13.1
percent) were the second

and third fastest growing
expenditure areas, respectively.
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2008 State Legislation Affecting Local Governments

The State Legislature approved several bills in the 2008 session that affect New York State’s local
governments, some of which were priorities of the State Comptroller.

One topic that garnered significant attention during the 2008 session was the Governor’s program
bill to place a cap on property taxes, which was introduced and approved by the Senate but has not
been acted upon by the Assembly. Other measures that passed both houses included bills addressing
special districts, justice courts, control boards, deficit financing, the subprime mortgage crisis and
electronic bidding. While not an exhaustive list, the following are recently passed or enacted laws
that will affect local governments:

Special Improvement Districts with Separate Boards of Commissioners (Chapter 421):

This legislation was submitted by the Comptroller. Most special improvement districts are
administered by the towns in which they are located. In special districts with separate boards of
commissioners, towns have little or no control over the budgeting process. The accountability
measures included in this bill target these districts, the majority of which are located in Nassau County.

This law requires these special districts to publish notices of public meetings, hearings and elections
on the district’s website and also on the website of the town in which the district is located, and
requires these districts to hold a public hearing on the annual estimate of proposed revenues

and expenditures on a specific date. Access to this information will improve accountability and
openness in the operation of these districts.

Deficit Financing (Chapters 260, 270 and 282): Three local governments: the Chenango Valley
Central School District (Broome County), the Town of Deerpark (Orange County), and the Town of
East Hampton (Suffolk County), are now authorized to issue bonds and bond anticipation notes to
liquidate accumulated deficits in various funds.

Justice Court Merging (Chapter 87): This bill amends both the Uniform Justice Court Act and
Town Law to provide for the election of a single town justice to serve justice courts in two or more
adjacent towns. The focus of this bill is not to consolidate existing justice courts, but instead to
permit the election of one justice to preside over multiple justice courts.

Electronic Bidding (Chapter 134): This legislation was submitted by the Comptroller. This bill
extends the authorization for local governments to utilize electronic bidding for sales of bonds or
notes. The extension continues greater flexibility to local governments in conducting public sales of
bonds and soliciting bids for purchase contracts by allowing the use of current technology to accept
bids submitted in an electronic format as well as in paper format.
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Length of Service Award Program (LOSAP) Audits (Chapter 458): This legislation was
submitted by the Comptroller. As part of the fire district reforms passed in the 2006 Legislative
session, fire districts were required to complete an audit within 90 days of the end of a LOSAP’s
fiscal year. This bill extends the time to file LOSAP audits from 90 to 270 days.

Buffalo Fiscal Stability Authority (Veto Message 85): This bill was vetoed by the Governor. It
sought to alter the terms by which a control period could be imposed on the City of Buffalo. It was
vetoed on the premise that it may violate bondholder rights, and would set a precedent that could
weaken the State’s ability to utilize control boards effectively. A similar bill was vetoed last year.

Subprime Mortgage Borrower Protection (Chapter 472): In the wake of the subprime
mortgage crisis affecting taxpayers across the country and in New York State, this bill offers
protections to those currently at risk of foreclosure by making it more difficult for lending
institutions to foreclose and offering settlement conferences to those currently being foreclosed
upon. The bill also establishes new responsibilities for lenders and brokers.

Erie County Fiscal Stability Authority (Veto Message 136): This bill was also vetoed by
the Governor. It would have allowed Erie County to borrow on its own behalf if two nationally
recognized rating agencies gave it an investment grade bond rating. The Fiscal Stability Authority
was created to use its superior bond rating to assist Erie County with borrowing, with a level of
supervision. According to the veto message, Governor Paterson rejected this legislation on the
grounds that it would undermine the mission of the Authority.

Task Force on Retiree Health Protection (Veto Message 113): This bill would have established
a group to study and recommend strategies to protect affordable health insurance coverage for
retired public employees and their families and implemented a moratorium on changes affecting
retirees in the existing health insurance program. While he openly supported the mission of the bill,
the Governor vetoed it, citing the following weaknesses: the structure of the task force was not a
diverse enough representation of the stakeholders involved, the bill language was too vague in some
parts and too rigid in others, and the retroactive effective date would cause confusion.

In an attempt to stimulate a “productive dialog directed at finding the appropriate balance”
between protecting the interests of retirees and insuring flexibility for State and local governments,
Governor Paterson has stated that he will issue an Executive Order creating a task force to study the
issue, while sidestepping many of the flaws in the original bill.
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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 2007, OSC found nearly
$6 million in local government assets that had been misappropriated through fraud.

» Monroe County — County officials used the County of Monroe Industrial Development Agency
(COMIDA), a third-party public benefit corporation, to provide State grant funds (to which the
County was entitled) to AifTran Airways, a private business enterprise. The County agreed to
permit COMIDA to receive $2.5 million in State grants that were intended to be reimbursement
payments to the County for a capital improvement project for airport improvements. At the
County’s request, COMIDA used these funds to pay $2.5 million to AirfTran Airways, a low-cost
airline, in the form of a subsidy. These payments represent an indirect gift of County funds to a
private entity. Neither the County nor COMIDA is authorized to make outright cash subsidies of
its moneys to private entities.

 Poughkeepsie City School District — The District’s former superintendent circumvented internal
controls to allow for $1.2 million in questionable expenditures, including four newly created
positions and improper payments to administrators and contractors. The former superintendent
failed to consider other candidates when filling the four newly created positions, breaking District
policy. The District paid these individuals nearly $723,000. In addition, 16 employees, including
the former superintendent, were granted additional compensation or benefits totaling $204,000
without proper authorization. The District also made $224,867 in questionable payments to a
construction management firm. Two other professional service providers received payments
totaling $110,094 from the District, which did not go through a request for proposals process.

« Mamaroneck Union Free School District — The Board did not exercise proper oversight over
contractual payments for remote network administration services totaling $685,000. The
payments pertained to nine consecutive contracts running from January 1999 through June

2006. None of the contracts were entered into with Board approval, nor was there any indication
that the Board had delegated its contracting authority. The Board first became aware of these
contracts in 2005. Further, six of the contracts indicated that the former network administrator
resided in the country of Greece, and none of the contracts provided performance standards or
required documentation of work performed. Finally, controls over the processing of a $1,258
reimbursement for a trip to Greece may have been manipulated and overridden.
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» Ithaca Housing Authority — The Authority’s former executive director misused more than
$200,000 in Authority funds and resources. This was able to occur because the former executive
director could override the Authority’s internal control system and process payments outside of
the normal flow of most transactions. The Board had abdicated its oversight role and essentially
did not monitor the Authority’s financial operations. Employees who could have identified the
problematic expenditures were afraid to bring it to the attention of the Board for fear of being
dismissed by the former executive director. In addition, the Authority advanced approximately
$40,610 to a not-for-profit corporation, the Cayuga Housing Development Corporation (CHDC),
which the CHDC used to purchase real property located outside the City from the Chairman
of the Authority’s Board of Commissioners. The Authority lacked authority to advance funds
to the CHDC for the purchase of the property, and CHDC’s purchase of the property from the
Chairman created at least the appearance of a conflict of interest.

» Village of Port Henry — The clerk-treasurer took advantage of weaknesses in the Village’s internal
control structure to divert funds handled as part of her everyday responsibilities. Although the
clerk-treasurer admitted to the Village Board that she had taken approximately $4,000 in garbage
sticker receipts, the Division’s auditors determined that cash in the amount of at least $152,864
was unaccounted for over a five-year period.

» Hopevale Union Free School District — The District’s former business manager impropetly
enriched himself in the amount of $108,650 by issuing himself an unauthorized vendor check
and additional payroll checks, improperly increasing his salary, and using District funds to pay
for his personal tax liability. The audit also found that the District inappropriately paid salaries,
retirement incentives, and other benefits totaling $55,200 to a former principal and two teachers.

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 2007, the Division identified a number of
opportunities to improve internal control systems.

« Newfane Central School District — District officials and employees did not use District-owned
laptop computers in accordance with the Board’s acceptable use policy and sound business
practices. Eight of 12 laptop computers that the auditors tested were used for personal purposes.
Some of these computers were used to visit internet sites for pornography, online dating,
shopping, travel, banking, games, and music. For example, on one laptop there were more than
2,000 pornographic web pages listed on its history report, which contained graphic pictures,
movies, cartoons and games. It is particularly troubling that three of the eight computers were
assigned to Board members.
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e Town of Brookhaven — The Town’s overtime costs for 2005, at $7.6 million, were motre than
twice the $3.7 million budgeted for overtime, and payments for out-of-title work in 2005, at $1.1
million, were almost twice the $561,130 budgeted for this expense. Controls over the solicitation
of competitive proposals were also not adequate to ensure that the Town received desired goods
and services at the most competitive price. The Division’s audit also found that the Town did
not publicly advertise for some purchase contracts, as required by the General Municipal Law.
The auditors determined that the Town Clerk had not established controls adequate to protect
and account for assets in the Clerk’s office. Finally, the Town failed to establish policies and
procedures for the security of the computer data system.

» Justice Courts — To strengthen justice court accountability, the Division audited 19 justices in 13
justice courts located in Allegany, Cattaraugus, Chautauqua, Genesee, Greene, Niagara, and Orleans
counties. The main issues OSC’s audits found included a lack of board oversight in the form of
the annual audit, which is required by the Uniform Justice Court Act, and a failure on the part of
the justices to perform monthly written bank reconciliations or to issue monthly accountability
reports of court liabilities. For example, of the 13 courts audited, the Division’s auditors found
that the boards of 10 courts failed to perform the required annual audit, or the annual audit
performed was inadequate. In addition, 15 of the 19 justices either failed to perform monthly written
bank reconciliations or to issue a monthly accountability report of court liabilities, or performed
inadequate reconciliations and/or issued adequateCourt accountability treports.

« Fire Districts — As part of an initiative to improve fiscal practices in fire districts, the Division
audited 18 fire districts and companies located in Chenango, Columbia, Delaware, Erie, Monroe,
Otsego, Rockland, Saratoga, Tompkins, Ulster, and Westchester counties. The Division’s audits
found concerns in the areas of inadequate purchasing controls, leading to improper, questionable
or undocumented expenditures of more than $250,000. For example, at the Brooktondale
Fire District, auditors found that the Board overrode proper controls when attempting to
purchase a rescue truck, which resulted in the District failing to purchase the truck and caused
the loss of a $144,500 unsecured down payment. Also, at the W.K. Mansfield Hose Company,
auditors found that inadequate controls over cash allowed funds totaling more than $62,000
to be misappropriated, unaccounted for, or used to pay for improper or questionable expenses.
In addition, the audits found problems with inadequate segregation of duties, inadequate
recordkeeping, inadequate compliance with legal reporting and auditing requirements, inadequate
claims auditing, and inadequate monthly and annual financial reporting to the governing boards.

« Niagara Power Coalition — The Division’s audit found that there were virtually no internal
controls in place over Coalition cash disbursements, and there was no evidence that the Coalition
Board had established policies and procedures to control its financial activity. The Coalition Board
did not approve professional service contracts or review requests for payment. Disbursements

were generally made at the direction of the former executive director, and checks were signed by
the Coalition’s unpaid bookkeeper, rather than the Coalition’s treasurer. The Coalition incorrectly
reported to the Internal Revenue Service, or failed to report, payments it made to the former
executive director or to entities that he had created.
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Efficiency Audits

As local governments continue to face growing fiscal pressures, saving taxpayer dollars through
efficiency improvements is critical. In 2007, Division audits of individual units of government
contained myriad recommendations for cost savings and/or revenue enhancements. If followed, these
recommendations could provide cost savings or revenue enhancements of more than $6.2 million for
the local governments studied. Examples of audits of individual units of government include:

 Buffalo Sewer Authority — In two different audits of the Authority, auditors found revenue
enhancements totaling more than $1.3 million related to billing and collection and health
insurance. In the billing and collection audit, the auditors determined that the lack of monitoring
and oversight over the billing and collection processes has resulted in 3,409 adjustments, which
lowered customer sewer account balances by a total of $1.7 million without the Board’s knowledge
or approval.

In the health insurance audit, the Division’s auditors identified $134,885 in improper benefits
extended to four board members ($87,000), four retirees ($37,000), and three active employees
($10,885). Auditors also estimate that it could cost the Authority an additional $1.1 million to
provide health insurance benefits to the four retirees in the future.

» Recovering Costs Related to Social Service Programs — Sullivan, Madison, Rockland, Jetferson
and Chautauqua counties are not maximizing their claims of reimbursable indirect and direct
social service costs, which resulted in the counties foregoing about $1.3 million in additional
revenue during the audit period. Sullivan County did not periodically review operations and
billings to determine whether it had claimed reimbursements for all actual costs. In addition, none
of the counties had established adequate systems to track interdepartmental service costs and
submit associated claims for them.

 Municipal Acquisition of Street Lighting Equipment — If the five municipalities the Division
audited acquired street lighting systems at assessed values and maintained the systems in-house,
they could achieve potential cost savings averaging over $1.2 million annually on a combined
basis, net of potential debt service costs. On a combined basis, after repaying debt, annual savings
could increase to over $2 million.
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* Health Insurance — In addition to the savings in health insurance costs that auditors found at
the Buffalo Sewer Authority, the Division also audited health insurance costs in the cities of
Kingston, Niagara Falls, and Tonawanda. The audits found savings comparable to those found at
the Buffalo Sewer Authority, totaling $762,000 in the City of Kingston, and totaling $157,000 in
the City of Niagara Falls. Auditors also found that the City of Tonawanda has saved more than
$200,000 during a 16-month period in 2005 and 2006 by purchasing a lower-cost health insurance
plan and funding the additional costs for out-of-pocket expenses.

+ County of Otsego — The Board and Treasurer were not effectively managing investments. Based
on the Division’s analysis, the County could have earned about $76,000 in additional interest
revenue from January 2006 to June 2006 had County staff consolidated all moneys and deposited
them into the highest interest-earning checking and savings accounts available. In addition, the
County could have earned approximately $9,800 in additional interest revenue had all moneys
been on deposit in interest-bearing checking accounts at the highest rate available.

« Statewide Efficiencies — The Division issued seven audits covering multiple units of government
during 2007. 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: administrative expenses of fire districts; local government use

of community development block grants to create revolving loan funds; internal controls over
payments to childcare service providers; recovering costs related to social service programs;
industrial development agencies’ project approval, evaluation, and monitoring; municipal
acquisition of street lighting equipment; and policies and procedures of county self-insured
workers’ compensation plans.
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Budget Reviews

OSC budget reviews help local governments monitor structural balances in their budgets by
evaluating the consistency and validity of estimated revenues, appropriations, and appropriated fund
balances. In 2007, Division staff performed 25 budget reviews for local governments, 22 of which
were mandated by special deficit financing legislation.

* Real-Time Budget Reviews — After finding that the Roosevelt Union Free School District
could potentially end the 2006-07 fiscal year with a deficit of almost $12.3 million, Comptroller
DiNapoli directed the Division to begin auditing the District on an unprecedented real-time basis
to determine whether it was adequately monitoring its own spending and staying within its 2007-
08 budget. At the completion of the first quarter of the 2007-08 fiscal year, the District’s spending
has generally been within the limits established by the Board in its enacted budget. However, the
auditors identified several areas of concern that, if not addressed by District officials, could lead
to the District overspending its budget later in the fiscal year. For example, District officials had
not established accurate budget appropriations three months into the fiscal year. District officials
had not appropriately encumbered funds for millions of dollars in known expenses, such as debt
obligations, transportation costs, fringe benefits, etc., which make up about 60 percent of total
non-personal service costs. The District has already borrowed $11 million to finance cash flow
needs, and it may need to borrow additional amounts later in the year to address expected cash
flow difficulties.

« Deficit Financing Reviews — The Division performed 22 budget reviews that were mandated
under deficit financing legislation, which included the cities of Batavia, Glen Cove, Rome,
Troy, and Yonkers; the towns of Babylon, Mamakating, Sidney, and Stony Point; the villages
of Endicott, Hempstead, and Monticello; and the school districts of Amsterdam City, Beacon,
Campbell-Savona, East Moriches, Fabius-Pompey, Liberty, Monroe-Woodbury, Patchogue-
Medford, Roosevelt, Schenectady, South Country, and Troy. We also performed budget reviews in
three other local governments.

« City of Batavia — The Division’s auditors found that the City Council needed to address major
operating funds deficits, and identified a number of problems with the City’s 2007-08 budget. As
of March 31, 2000, the City’s audited financial statements reported an unreserved, unappropriated,
accumulated fund deficit in the general fund of $2.2 million. Also, there were interfund advances
of $1.8 million that could not be paid, which would increase the general fund deficit to $4 million,
or 16.9 percent of the $23.7 million dollar budget.
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Other Division Activities

Policy Reports

21st Century State Aid Formulas: Revenue Sharing

Revenue sharing among State and local governments has taken many forms in New York State.
Originally, the program was designed to provide multipurpose local governments (particularly
those with municipal responsibilities) with flexible, predictable unrestricted State Aid. However,
the formulas used to allocate aid, which are modified periodically, ighore the changing roles of
municipalities - regardless of their designation - in increasingly outdated municipal structures.
Previous reports by OSC have pointed out that the terms city, town and village have more to do
with history than they do with present-day governmental function. This report looks at urban
villages as one type of municipal government and the impact that these historical designations have
had on the State revenue sharing funds such governments receive.

Performance of Industrial Development Agencies

This report provides an overview of financial and employment trends of the 116 active Industrial
Development Agencies (IDAs) in New York State. The analysis of the data, as reported to OSC

by each IDA, suggests that additional measures to improve the transparency and accountability

of IDA operations are needed. As a result, OSC will be initiating a series of steps to strengthen
oversight and reporting under existing statutory powers, and intends to work with the Governor’s
Office and the Legislature to expand oversight of all local public authorities and local development
corporations (LDCs).

Green Best Practices: How Local Governments Can Reduce Energy Cost and

Minimize Impact on Global Climate Change

As New York’s local governments continue to face mounting pressure to reduce the growth in
property taxes and operating costs, many municipalities are investigating opportunities to reduce
energy costs by improving energy efficiency. Simultaneously, many municipalities are undertaking
efforts to minimize their impact on global climate change by purchasing or providing clean and
reliable energy through alternative sources of renewable energy. This report highlights those
practices that will reduce energy consumption and promote a greener environment.

GASB 45: Reporting the True Cost of Other Post-Employment Benefits

Many governments, including those in New York, have for decades promised medical and other
nonpension benefits to employees when they retire. Under new accounting standards issued by the
Governmental Accounting Standards Board (GASB), many state and local governments nationwide
are required to report liabilities for these “other post-employment benefits” (OPEB) similarly

to the way they report pension liabilities. This report provides information on the requirements
under GASB 45 and information on national trends in OPEB liabilities. In 2008 the Comptroller
introduced legislation to create the legal authorization for the State and local governments to
establish OPEB trusts and fund them at their option (see page 34).
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New York State County Sales Tax Collections by Region

Sales taxes are an important source of revenue for New York State’s local governments. This
revenue stream has helped local governments cope with the rising cost of providing services and
mitigate property tax increases. The degree to which local governments depend on sales taxes varies,
but their overall reliance has increased over the past ten years. This report examines recent trends

in sales tax collections by region, which indicate that there are wide variations by region but also
that overall growth continued for the first four months of 2008 despite the economic downturn.
However, the report cautioned local governments to project sales tax revenues conservatively for the
next fiscal year — given the current economic environment.

Other Post-Employment Benefits

The Division assembled a task force of local government associations to address the issues raised by
the new accounting standards issued as GASB 45. As noted above, under GASB 45, state and many
local governments nationwide are required to report liabilities for OPEB — primarily health care
benefits — similarly to the way they report pension liabilities.

While GASB 45 does not require governments to fund this liability, the Comptroller feels strongly
that a structure needs to be created to permit funding. However, there is currently no mechanism
for New York State or its local governments to set aside funds in an irrevocable trust if they choose
to begin funding this liability.

OSC drafted legislation based on the input received by the working group, which would create

the legal authorization for trusts to fund these obligations. OSC also issued a Frequently Asked
Questions document on GASB 45 and OPEB, worked with the State Office of General Services to
approve contracts for actuarial services which can be utilized by local governments to determine
their OPEB liability, and issued a policy report on OPEB and GASB 45.

The OSC legislative proposal would authorize the creation of OPEB trusts for New York State.
Local governments would have the option to invest OPEB assets individually, or to participate

in either a State-administered investment fund, or to pool assets with other local governments

for investment purposes. No funding requirements are included. Contributions into OPEB trusts
would be made at the option of the State and local employers and would be irrevocable; assets of
such trusts could be used only for OPEB liabilities and would be protected from the creditors of the
sponsoring governments.

Although these bills were introduced, they did not pass in either the Senate or Assembly during the
regular 2008 Legislative Session. OSC will continue to advocate for their passage to ensure that
local governments and school districts are given the ability to fund the growing cost of OPEB if
they wish to do so.
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Local Official Training

During 2007, Division staff conducted 116 training sessions at more than 50 statewide, regional

and online events. These events included conferences, online training schools, accounting schools,
teleconferences and regional workshops. Through these instructional outlets, the Division trained
12,128 local officials. These programs included three key initiatives spearheaded by the Comptroller:

* School Accountability — All school district and BOCES board members are required to receive
training on the basics of financial accountability. The Division has formed a partnership with
the New York State School Boards Association and Hudson Valley Community College to offer
a low-cost, online training program to meet this requirement. During 2007, 364 board members
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 the legislation. New training regulations were adopted and published in the State Registry,
and an application and evaluation process for fire district commissioner training was developed
for anyone wishing to have their training curriculum approved. During 2007, OSC approved
training courses of three providers for the required fire district commissioner training. As part of
the continuing effort to provide fire district officials with up-to-date information, the Division
collaborated with the Association of Fire Districts of the State of New York to produce two
teleconferences which were viewed by 2,370 fire personnel. In addition, the Division trained 750
fire district officials at one of the Association’s major conferences.

« Justice Courts — The Division continued its emphasis on fiscal responsibility in justice courts
by providing training workshops on reporting and accountability to 2,092 magistrates and court
clerks. In collaboration with the Office of Court Administration (OCA), the Division produced
two teleconferences on DWI legislation and bail. Additionally, the Division and OCA developed
an online training program to promote fiscal accountability. In 2007, 480 justices received training
through the use of this online program.

During 2008, the Division has continued its work with these three programs and has also been
active in other areas. Along with the Division of Retirement Services and the New York State
Association of School Business Officials, the Division has led the initiative to inform school
district financial officials of continuing efforts to identify individuals that have inappropriately
been granted State pension benefits. Also, with the help of Cornell’s Community and Rural
Development Institute, the Division has established a statewide and regional clearinghouse which
informs local government officials of various training opportunities.
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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 more than 1,260 town and village justice courts, the
Department of Motor Vehicles Administrative Adjudication Bureaus, the Nassau County Traffic
and Parking Violations Agency, and for parking surcharges collected by the cities of New York,
Buffalo, Rochester, Yonkers, Syracuse and Albany.® In particulat, 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 2007-08 State fiscal year, the JCF distributed $494.2 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 45 percent of this distribution, or $221.9 million, and
the State received 55 percent, or $272.3 million.

The JCF also received and distributed almost $470,000 from cities, towns and villages for the State’s
portion of license fees from bingo and other games of chance.

The JCF is nearing completion of a project to employ Optical Character Recognition (OCR)
technology when processing non-electronic justice reports. Over 300 courts currently file by paper.
When the project is fully implemented, the justice reports will be scanned using OCR software and
the information reported will be converted into an electronic format. The use of this technology
will improve processing efficiencies and ensure a more accurate and timely distribution of the fine
and surcharge monies. It will also improve the response rate to information requests and enhance
research and data analysis capabilities. In addition, the JCF has conducted significant outreach to
courts to urge them to file their justice reports electronically. As a result, over 100 additional courts
have elected to utilize this filing option.

¢ Effective January 1, 2008, Buffalo, Rochester, Yonkers, Syracuse and Albany are authorized to retain bozh the State and the city

share of the mandatory parking surcharges until September 1, 2009, at which time the surcharge legislation is scheduled to sunset
(see Chapter 56, Laws of 2007, Part C).
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The Public Authorities Reporting Information System

The Public Authorities Reporting Information System (PARIS) became operational in November
2007. Since that time, 153 public authorities have utilized this new on-line reporting system to meet
their statutory reporting requirements, including 87 of 104 IDAs. Our preliminary review of these
annual reports indicates a significant improvement in the overall accuracy and completeness of the
report submissions. OSC and the Authority Budget Office (ABO) will continue to work together to
make PARIS more user-friendly and to provide the public with more transparent information about
public authority operations.

Indigent Legal Services Fund

Legislation enacted in 2003 required increased rates to be paid to assigned counsel providing
indigent legal defense services. This legislation also provided that revenues from various sources,
including new and increased court and Department of Motor Vehicles-related fees, be deposited in
the Indigent Legal Services Fund (ILSF), which would be used to offset the increased costs of the
higher rates for assigned counsel, as well as support indigent legal defense services generally. OSC
administers the ILSF. Amounts available as of December 31st are distributed to the State, counties
and New York City on the following March 31st. State Finance Law requires each county to
demonstrate compliance with certain maintenance of effort (MOE) requirements as a precondition
for receiving this aid.

Based upon a review of the 2007 ILSF Annual Report submissions, OSC determined that nine
counties did not demonstrate compliance with the maintenance of effort (MOE) requirements

and were therefore ineligible for a March 2008 distribution. On March 31, 2008, OSC distributed
$74,160,682 from the ILSF and held $2,783,868 in reserve, pursuant to Chapter 39 of the Laws of
2008. On May 30, 2008, OSC distributed the remaining $2,783,868 to counties pursuant to Chapter
108 of the Laws of 2008. OSC worked cooperatively with the Governor’s Office and the Legislature
to help ensure that all counties received an ILSF distribution.
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Population Trends in New York State — Update

For many decades, New York State has been struggling to stem the loss of its population. What
began in cities as a part of “sprawl without growth” has now spread to wider upstate regions as both
cities and towns struggle to attract and retain young families and professionals.

According to recent population
estimates, New York State
continues to grow at a relatively
slow rate—increasing by only 1.6
percent between 2000 and 2007.
Most of this growth took place
in New York City and was largely
fueled by immigration. Much of
New York suffered population
losses. Overall, New York State
ranks towards the bottom of the
pack (42nd) compared to other
states, particularly those in the
South and West where population
continues to grow at double digit
rates. As a result, New York is
significantly lagging the U.S.
average of nearly seven percent.

In decades past, population
decline was mainly occurring in
the urban centers of the State.
Recent data using population
estimates suggests that this
decline is becoming more
widespread, encompassing a
large part of upstate New York.
From 1970 to 2000, 13 upstate
counties had some level of
population loss. From 2000 to
2007, 32 upstate counties had
lost population.

Population Change 1970-2000

- Lost Population
[ Grew up to 4.9 percent

- Grew between 5 and 14.9 percent
- Grew between 15 and 24.9 percent
- Grew more than 25 percent

Population Change 2000-2007

- Lost Population
|:| Grew up to 2.49 percent

- Grew between 2.5 and 4.9 percent
- Grew between 5 and 7.49 percent
I Grew more than 7.5 percent
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Percentage of Cities and Towns Declining During Each Decade
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Unlike prior decades, the decline that is occurring is affecting both cities and towns. Cities are
continuing to decline, with 80 percent of all cities losing population since the 2000 Census. More
significantly, the number of towns losing population in this decade has increased dramatically; over
half of the State’s towns have lost population since 2000.

The problem of widespread decline is most pronounced in the upstate and western New York
regions. In western New York, all cities have lost population in every decade since 1970, and from
2000 to 2007, 78 percent of the towns in the region have also declined. In the Finger Lakes region,
70 percent of the towns have lost population since 2000, along with all cities.

These demographic trends are the result of long-term economic shifts, and the patterns go a
long way toward explaining the fiscal dilemma that many local governments face today and the
challenges that lie ahead.
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Summaty of Local Government Entities

Local Government Entities

General Purpose
Counties
Cities
Towns
Villages

Special Purpose
School Districts 699
Fire Districts 870

Total Local Government Entities

Special Purpose Entities

Public Authorities
Other Special Purpose

Total Special Purpose Entities

Total Governmental Entities

(As of July 2008)
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APPENDIX I

Level One and Level Two Revenue Categories

Real Property Taxes and Assessments
Real Property Taxes
Special Assessments

Other Real Property Tax Items
STAR Payments
Payments In Lieu of Taxes
Interest & Penalties
Gain from Sale of Tax Acquired Property
Miscellaneous Tax Items

Sales and Use Tax
Sales Tax
Sales Tax Distribution
Utilities Gross Receipts Tax
Miscellaneous Use Taxes

Other Non-Property Taxes
Franchises
Emergency Telephone Systems Surcharge
Miscellaneous Non-Property Taxes
City Income Tax

Charges for Services
General Government Fees
Education Fees
Public Safety Fees
Health Fees
Transportation Fees
Social Services Fees
Economic Development Fees
Culture and Recreation Fees
Community Services Fees
Utility Fees
Sanitation Fees
Miscellaneous Fees

Charges to Other Governments
General Government Charges
Education Charges
Public Safety Charges
Health Charges
Transportation Charges
Social Services Charges
Culture and Recreation Charges
Community Services Charges
Utility Charges
Debt Service Charges
Miscellaneous Intergovernmental Charges
Sanitation Charges

Use and Sale of Property
Interest and Earnings
Sale of Property
Rental of Property
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Other Local Revenues

Fines

Forfeitures

Compensation for Loss

Library Grants from Local Governments
Miscellaneous Grants from Local Governments
Gifts

Employee Contributions

Miscellaneous Revenues

State Aid

Unrestricted State Aid

Mortgage Tax

State Aid — General Government
State Aid — Education

State Aid — Public Safety

State Aid — Health

State Aid — Transportation

State Aid — Social Services

State Aid — Economic Development
State Aid — Culture and Recreation
State Aid — Community Services
State Aid — Utilities

State Aid — Sanitation
Miscellaneous State Aid

Federal Aid

Federal Aid — Education

Federal Aid — Public Safety

Federal Aid — Health

Federal Aid — Transportation

Federal Aid — Social Services
Federal Aid — Economic Development
Federal Aid — Culture and Recreation
Federal Aid — Community Services
Federal Aid — General Government
Federal Aid — Utilities

Federal Aid — Sanitation
Miscellaneous Federal Aid

Proceeds of Debt

Sale of Obligations
Bans Redeemed from Appropriations
Miscellaneous Debt Proceeds

Other Sources

Transfers

Interfund Revenues

Refunds of Prior Year Expenditures
Miscellaneous Other Sources




APPENDIX I

Level One and Level Two Expenditure Categories

General Government
Administration
Zoning and Planning
Operations
Judgments
Miscellaneous General Government

Education
Instruction
Instructional Support
Pupil Services
Education - Transportation
Student Activities
Community College
Miscellaneous Education

Public Safety
Public Safety Administration
Police
Fire Protection
Emergency Response
Correctional Services
Disaster Response
Homeland Security and Civil Defense
Miscellaneous Public Safety

Health
Public Health Administration
Public Health Services
Mental Health Services
Environmental Services
Public Health Facilities
Miscellaneous Public Health

Transportation
Highways
Highway Services to Other Governments
Bus Service
Airports
Rail Service
Waterways
Transportation Facilities
Transportation Ancillary
Miscellaneous Transportation

Social Services
Social Services Administration
Financial Assistance
Medicaid
Non-Medicaid Medical Assistance
Housing Assistance
Employment Services
Youth Services
Public Facilities
Miscellaneous Social Service
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Economic Development
Economic Development Administration
Development Infrastructure
Promotion
Economic Development Grants
Miscellaneous Economic Development

Culture and Recreation
Recreation Services
Adult Recreation
Youth Recreation
Library
Cultural Services
Miscellaneous Culture and Recreation

Community Services
Constituent Services
Elder Services
Natural Resources
Student Census
Miscellaneous Community Services

Utilities
Water
Electricity
Natural Gas
Steam

Sanitation
Sewer
Storm Sewers
Refuse and Garbage
Landfill Closures
Drainage
Miscellaneous Sanitation

Employee Benefits
Retirement — State/Local
Retirement — Police & Fire
Retirement — Teacher
LOSAP/Miscellaneous
Social Security
Medical Insurance
Disability Insurance
Life Insurance
Workers' Compensation
Unemployment Insurance
Union Benefits Program
Unclassified Employee Benefits

Debt Service
Debt Principal
Interest on Debt

Other Uses
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ON OF LocAL GOVERNMENT AND SCHOOL ACCOUNTABILITY
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DIVISION SERVICES/RESOURCES

DIVISION OF LOCAL GOVERNMENT AND SCHOOL ACCOUNTABILITY

RESOURCES AND PUBLICATIONS

Website: www.osc.state.ny.us/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.

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 2003 to the present.

Cost-Saving ldeas — Various Division publications provide advice and assistance on cost-saving
ideas local governments can use as they examine their operations. In particular, there is information
on cooperation and consolidation, the 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 for counties, cities, towns, villages, school districts, fire districts, special purpose
units, joint activities and industrial development agencies is also available.
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DIVISION SERVICES/RESOURCES

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.

» Average Estimated Costs for County and Town Special Improvement Districts — Information
can be found on the 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.

Publications — The Division’s website contains a wealth of documents of value to municipal
officials and others interested in local government issues and finance.
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» Research Reports — The Division has authored several reports that address major policy issues
facing local governments and State policy-makers. Recent subjects addressed includeState revenue
sharing formulas, Industrial Development Agencies, energy efficiency and sales tax collections.

+ 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 2003 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 2007 institutes a number of significant changes designed
to strengthen fire district and fire company accountability and oversight. The enacted legislation,

a Frequently Asked Questions (FAQ) document, an accounting bulletin outlining new auditing
requirements and a document outlining the internal audit process for fire districts are available.

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

Central Office  Directory

(Area code for the following is 518 unless otherwise specified)

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 Official 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

Office of the State Comptroller,
110 State St., Albany, New York 12236

email: localgov@osc.state.ny.us

Mailing Address

for all of the above:
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Division of Local Government and School Accountability

Regional Office  Directory

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 Office 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, Suite 1032 - Buffalo, New York 14203-2510

Tel (716) 847-3647 - Fax (716) 847-3643 « Email: Muni-Buffalo@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 - Jeffrey P. Leonard, Chief Examiner

NYS Office 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, Suffolk counties

NEWBURGH REGIONAL OFFICE - Christopher J. Ellis, Chief Examiner

33 Airport Center Drive, Suite 103 -« New Windsor, New York 12553-4725

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 Office 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, Jefferson, Lewis, Madison, Oneida, Onondaga, Oswego, St. Lawrence counties
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New York State
Office of the State Comptroller
Division of
Local Government and School Accountability
110 State Street, 12th Floor * Albany, New York 12236
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