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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 York State Comptroller Thomas P. DiNapoli

As State Comptroller, it is one of my responsibilities to present the
public with an annual view of local government finances. This has
evolved into a year-round activity in this age of open digital sharing, as
my office continues to put more helpful information online. Our website
has a wealth of local government financial data, downloadable in many
different formats, and updated on an ongoing basis.

To complement the hard numbers, this Annual Report seeks to highlight
some of the year’s important policy developments and trends for local
governments. It is my hope that the analyses presented help guide
readers to a better understanding of the challenges and successes

of the State’s local government sector. These are the places where
everyday decisions often have the greatest immediate impact.

In 2016, my office continued its work to promote the efficient use of taxpayers’ dollars in many ways
ranging from completing over 500 audits to training over 10,000 local government officials and staff.
Additionally, we have made efforts to shine the spotlight on specific types of local government, such
as fire districts. We have focused greater attention on the economies of specific regions of the State,
starting with the Mid-Hudson region, just north of New York City, and Central New York including
both Syracuse and a number of rural upstate communities. Local governments across the State are
struggling to counter cybersecurity threats. Spotting the serious risks, we expanded our efforts to
inform local officials and staff, analyze the evolving problem and identify best practices.

Our Fiscal Stress Monitoring System, which helps alert local governments and citizens to serious
fiscal stress conditions in their communities, has been in operation four successful years now. Work
is currently underway to engage local officials, government associations and other stakeholders to
determine if there are improvements that can make it even better. In fact, we have initiated a public
comment period through January 31, 2017.

The Agency’s Division of Local Government and School Accountability is committed to helping our
local officials and citizens alike face the challenges and opportunities ahead. | hope you find this
report useful, and encourage you to visit our website and to follow us on Facebook, Twitter and
YouTube for updates on the work we are doing.

Sincerely,

Thomas P. DiNapoli
State Comptroller
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Executive Summary

New York’s local governments and school districts face an evolving set of challenges. Sales tax
revenue growth outside of New York City has been slowing for the last few years. In addition, State
revenue sharing aid for municipalities has remained flat and the State’s tax cap and tax freeze
initiatives have continued to put pressure on governments to contain growth in property tax levies.
At the same time, health care and other costs continue to put upward pressure on budgets.

Despite these challenges, most local governments have been able to balance budgets, even while
many have expressed concern that the quality of local services may be suffering. The Comptroller’s
Fiscal Stress Monitoring System, now entering its fourth year of tracking local government budget
solvency, has reported that only a small number of local governments are showing notable signs of
such stress, and even fewer appear to be suffering from chronic fiscal stress.

As local governments head into 2017, some economic indicators point to a slowdown. Statewide
real gross domestic product growth was just 0.1 percent for the second quarter of 2016 compared
to 5.6 percent for the first quarter of 2016." State tax collections for the first half of State Fiscal Year
(SFY) 2016-17 were nearly $919 million below Enacted Budget projections.?

The new administration in Washington contributes to uncertainty for local governments. Hints are
emerging about possible major policy shifts in areas ranging from infrastructure investments to
healthcare programs; however, as yet, there is little detail available regarding the types of program
and policy changes under consideration.

As local governments adapt to changing circumstances, the Office of the New York State
Comptroller (OSC) continues to be a useful resource. Audits of local governments and school
districts give officials information and recommendations to address specific areas of concern. In
addition, OSC offers a wide array of in-person and online training and management guides for local
officials. OSC’s Division of Local Government and School Accountability (LGSA) also conducts
research on topics that affect local governments and their residents and businesses, ranging from
the effects of foreclosures and land banks on local housing markets to descriptions of regional
economies. Finally, OSC continues to lead the way in posting local government data on its website.
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The State of Local Governments

New York’s local governments continue to face significant constraints in revenue growth, making it
difficult for them to maintain services while keeping pace with rising fixed costs, such as health care.

Local Government Revenues

For local fiscal years ending (FYE) in 2015, New York’s local governments reported $76.4 billion
in revenues.? By far, the largest revenue source overall is real property taxes, assessments and

related items, which accounted for 44 percent of the total.* State aid accounted for 23 percent of
revenues, and sales and use taxes amounted to 12 percent. (See Figure 1.)

The mix of revenue sources varies substantially by local government type.

» For counties, sales and use taxes make up the largest share of revenues (33 percent), while
real property taxes account for the next largest share.

» Towns and villages rely on real property taxes for roughly half of their revenues.

School districts, in aggregate, get well over half of their revenues (56 percent) from real
property taxes, and rely on State aid for over one-third of their revenues.

* Fire districts rely nearly exclusively on real property taxes.

Real Property Taxes Account for the Greatest Share of Local Government Revenues;
However, Revenue Mix Varies Depending on Type of Local Government

Revenues by Source, Revenue Sources by Class,
Fiscal Year Ending (FYE) 2015, Fiscal Year Ending (FYE) 2015
Total Revenues: $76.4 Billion (Billions of Dollars)

Federal Aid 6%, $23.0 $4.7 $6.7 $2.8 $38.5 $0.8

i 0,
State Aid 23%, $4.7 Billion 100%

$17.7 Billion m Federal
90% Aid
Other Local 80% ® State
er Loca Aid
Taxesand — L, 70%
Revenues 7%, 60% O Other Local Taxes
$5.4 Billion 50% and Revenue
3 Charges for
40% h
Services
Charges for 30%
Services 7%, 20% . . . . . @ Sales and
$5.2 Billion 100/" 24% [l 27% [ 5% [ 4o [l 56 [l °+* Use Tax
(]
Real Property Taxes, 0% . . . . . u $::e|:f°PeftY
0 )
Sales gpd Use Tax 12%, Assessn:ents and County City Town Village School Fire Assoasments
$9.5 Billion :Btems 44%, District  and ltems
33.9 Billion
Source: Office of the New York State Comptroller (OSC). Source: OSC.

Includes counties, cities, towns, villages, fire districts and school districts;
excludes New York City. Percentages do not sum to 100 percent due to rounding.
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Viewed in relation to
personal income, local
government revenues

are in decline. Revenues
represented 12.5 percent of
personal income in 2015.
This is down slightly from
nearly 14 percent in 2009
and 2010. (See Figure 2.)

Revenue growth has been
slowing in recent years.

In aggregate, revenue for
local governments grew
by 7.1 percent over the
prior year for FYE 2007,
and school district revenue
grew by 6.5 percent in
school year (SY) 2006-07.
The recession of 2008-
2009 depressed a number
of major local revenue
sources at varying times
from late 2008 to 2011.
However, even in recent
years, revenue growth for
local governments and
schools has stayed low,
not exceeding 3.1 percent
in any given year.

(See Figure 3.)

Local Government Revenues as a Percentage of Personal Income
Have Been Trending Downward

Local Government Revenues as a Percentage of Personal
Income, 2005 to 2015

15%
13.9%
14%

1M
o Nl

12%

11%
2005 2007 2009 2011 2013 2015

Source: OSC and the U.S. Bureau of Economic Analysis with OSC calculations. Includes counties, cities,
towns, villages, fire districts and school districts. Excludes New York City.

Revenue Growth Is Still Slower than Pre-Recession Rates

Year-Over-Year Change in Total Revenues
8%

g:;" —A—School Districts I
5%(: ~@-Local Governments |
4% A

3% \ \ /‘7“7
2% \

1%

0%

1%

Percentage Change from
Previous Year

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Local Fiscal Year Ending

Source: OSC. Local governments include counties, cities, towns and villages. 2015 data includes estimates
for some local governments.
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Property Tax Growth Affected by Tax Cap and Freeze

One factor affecting revenue growth in recent years has been the property tax levy limit (commonly
called the “tax cap”), which was enacted in 2011 and took effect for local fiscal years beginning in
2012.5 The tax cap is intended to help address the impact of real property tax increases on property

owners. The law generally limits the levy growth to the lesser of 2 percent or the rate of inflation,
with some exceptions.®

» Annual increases in property tax levy have been below 3 percent since 2010, lower than pre-
recession growth levels. (See Figure 4.)’

In recent years, the tax cap’s allowable levy growth factor (inflation adjustment) has been
substantially less than 2 percent.

fiscal years beginning

(FYB) 2015 and 2016 Property Tax Levy Growth Has Slowed Substantially since 2005
for local governments . .
and FYB 2014 and Percentage Change in Property Tax Levy from Prior Year
(All Local Governments)
2015 for school
districts. This program 3 7.2%
increased the stakes 2 o
for localities to stay 2 . 5.3%
under the cap because &
it provided property § 8% 3.8%
tax freeze credits to o A Ssen
taxpayers living in |5 e el 1.6%
jurisdictions that stayed (é
within the tax cap. 2
(0]
o 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Source: OSC. Due to definitional changes, the 2015 tax levy is not directly comparable to 2014 and years prior.
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http://www.osc.state.ny.us/localgov/annualreport/16annreportfigure4.pdf

» The percentage of local governments indicating that they planned to override the cap
decreased in the first year of the freeze, compared with levels in the pre-freeze year, but then
increased in the second year. This suggests that many localities were unable to sustain the low
growth rates that the tax cap required in subsequent years. (See Figure 5.)

continue to face pressure Initially. the Two-Year Tax F D d the Number of T
to stay within the cap as nitiaZy, the "Wo-Year 'ax treeze Lampened the Rumoer of fax
., resuyn of the recenfly Cap Overrides, but in the Second Year Overrides Ticked Up

enacted property tax
relief credit program. Percentage of Local Governments Reporting a Plan to
This four-year program Override the Tax Cap Before and During the Tax Freeze

(starting with FYB 2016)
generally provides tax
credit checks to certain
taxpayers residing in
STAR-eligible properties,
as long as the school
districts stay within the
property tax cap.

35% 34% ® FYB 2014-
Before Tax Freeze

20% 20%

B FYB 2015-
Year 1 of Tax Freeze

B FYB 2016-
Year 2 of Tax Freeze

City County Town Village Fire District

Source: OSC. "FYB" stands for "fiscal year beginning."
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Sales Tax Collections Growth Slowing in Most of the State

Sales taxes are an important source of local revenues for counties and cities. Slowing growth in
this revenue source is constraining budgets for many of these local governments. The notable
exceptions to this downward trend are New York City and the Mid-Hudson region.

collections increased

by $552 million, or 3.6 2016 Sales Tax Collections Outside of New York City arlrd the Mid-
percent, from 2014 to Hudson Region Grew Very Little and Central New York's Dropped
2015.
2o 4%
+ The growth rate §§ 39
dropped to 1.8 percent, 50 29
. . S (]
for the first nine months 28
of 2016. Regional g 3 1%
growth rates varied, as §% 0%
illustrated in Figure 6. 2B g
o ~1/0
> .39
* A noticeable difference g S 2% o , , —

i “% Capital | Central | Fi Mohawk| North thern| West L Mid- N
between growth in &5 Distrct| NY | Lakes | Valley |Country| Tier | NY | isiand |Hudson| York
sales tax collections City
in New York City Upstate Downstate
compared to all other
IOcaI juriSdiCtionS in Source: New York State Department of Taxation and Finance. Includes county and city sales taxes.

the State has been

The aronth m New
The growth in New 2

York City’s collections Since 2012, Sales Tax Collections Have Been Trending Up in New
has increased from York Clty and Down in the Rest of the State

over 4 percent annually

to about 6 percent 8%

annually. For the rest
of local jurisdictions
together, growth in
collections has fallen
from 4 percent annually
to around 1 percent.

7%

6%

-
- -
e
-
-

5%

Local
Trendline

4%

3%

2%

1% | =O=Local

~o—Local Excluding NYC Local Excluding NYC

Trendline

Percentage Year-Over-Year Change in Total
Collections During the Previous 12 Months

0%

2012 2013 2014 2015 2016

Source: New York State Department of Taxation and Finance.
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State Aid Changes

Municipalities See Modest Increases in State Funding

Direct State aid for municipalities has generally not kept pace with inflation. Unrestricted State

funding for municipalities through Aid and Incentives for Municipalities (AIM) has remained flat

at $715 million since SFY 2011-12. New York City has not received AIM since its allocation was
eliminated in SFY 2010-11.

However, large monetary settlements with banks and other financial institutions have augmented
State revenues, and the SFY 2016-17 budget included some increases in funding for programs that
could help local governments.

* Localities are getting additional funding for local roads. Funding for the Consolidated Local
Street and Highway Improvement Program (CHIPS) was flat at $438 million in the 2016-
17 State budget. However the PAVE-NY program is providing an additional $100 million to
municipalities for local roads and highways annually through SFY 2019-20.8

» Funding for municipalities for water infrastructure has increased as a result of the New
York State Water Infrastructure Improvement Act of 2015. A total of $400 million has been
appropriated for this revolving loan program over two budget years.
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School Districts: New Focus on Foundation Aid Expected

State aid to school districts for SY 2015-16 was $23.3 billion and appropriations for 2016-17 total
$24.8 billion.® Aid has increased steadily since SY 2011-12."° The SFY 2016-17 budget reduced to
zero the Gap Elimination Adjustment (GEA), although the statutory authorization remains in place.
The GEA is a negative adjustment in each district’s net State aid, first imposed in SFY 2010-11 to
deal with the State’s anticipated budget shortfall that year."

focus in the SFY 2017-18

budget is expected to shift State Aid for Public Schools Has Been on the Rise Since SY 2011-12
to the State’s Foundation
Aid formula.”? Foundation
Aid was established in SY

Total State Aid For School Districts
SY 2007-08 to 2015-16, Includes New York City (In Billions)

2007-08 to drive more aid $24
to school districts based on ::2 $21.5 $21.7 $23.3
a combination of student o1
need and school district :20

ability to fund education

through local revenues. ::Z $19.5
The SFY 2007-08 budget $17
envisioned a full phase-in $16
of this aid at $18.1 billion $15

by SY 2010-11; SY 2016-17 2008 2009 2010 2011 2012 2013 2014 2015 2016
funding was $16.5 billion."™

2. School Fiscal Year Ending
In addition, parts of the

formula are based on data Source: New York State Division of Budget (DOB), Description of New York State School Aid Programs
. (2007-08 to 2016-17) Table II-A. Includes some federal funds provided through the American Recovery and
ava”able as Of 2007, and Reinvestment Act and the Education Jobs Fund Program.

thus may no longer reflect
current levels of student
need and school districts’ fiscal capacity. Accordingly, both the amount of State aid for schools
and the way it is distributed are receiving significant attention from the Board of Regents and State
legislators. The Regents have proposed increasing Foundation Aid by $1.47 billion in SY 2017-18
and updating some of the formula components to better reflect current levels of student need and
school district wealth.
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Expenditures

expenditure growth Slower Growth in Revenues Translates to Slower Growth in
over the prior year has Expenditures

remained somewhere

between 1 and 2 percent Year-Over-Year Change in Expenditures,

since FYE 2010. Local Local Governments vs. School Districts

government associations Fiscal Years Ending 2006-2015

attribute this largely to § 8% —

the revenue constraints T 1% - -&-Local Governments
noted above. Again, school c% 6% ~A-School Districts
districts showed a slightly ¢ 59

different pattern than other % 4%

local governments, with s 3%

expenditure growth slowing © 29

later and increasing more in g 1%

the last couple of years, as g 0% —

State aid to schools has been e 49 -0.1% P
increasing. (See Figure 9.) 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Source: OSC. Local governments include counties, cities, towns and villages. 2015 data includes estimates
for some local governments.

Employee Benefit Growth Continues to Outpace Other Expenditures

Spending on Employee Benefits Employer Pension Contribution Rates as a
Has Been Growing Much Faster Percentage of Payroll Have Moderated Recently

than Other Spending Pension Fund Employer Contribution Rates,

Compound Annual Growth in SFY 1982 to SFY 2018
Employee Benefits Compared to
Other Expenditures Fiscal Years
Ending 2005 to 2015

=@=Employee Retirement System (ERS)
29.6% =@-Police and Fire Retirement System (PFRS) 28.9%
30%

s |

0,
20% Y5 5y, \
15% R

10%
5%

0%
2.0% 1982 1986 1990 1994 1998 2002 2006 2010 2014 2018

35%

Average Contribution Rate

State Fiscal Year Ending
Employee Benefits  Other Expenditures

Source: OSC. Includes all counties, cities, towns, villages, Source: OSC.
fire districts and school districts outside New York City.
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Employee Benefit Growth Continues to Outpace Other Expenditures

Over the past ten years, spending on benefits has grown at a rate of 5.2 percent annually, compared
to 2.0 percent for other expenditures. (See Figure 10.) Employee benefits accounted for 20 percent of
local government spending for the fiscal year ending in 2015. (For other components, see Figure 11.)

are straining local government
budgets. Between 2005 and 2015, Employee Benefits Account for One Fifth of

school district expenditures for Local Government Spending

employee health insurance rose Expenditures by Function
63 percent, or about 5 percent per Fiscal Year Ending (FYE) 2015

year."”” According to recent news Total Expenditures: $79.5 Billion
stories, some local governments are

100%
having to adjust their budgets this 00% - 9% DOther, $7.1 B
year due to higher-than-expected ’

health plan contribution rates.'® 80% 20% PS8
Some may try to override the tax 70% ©Employee Benefits, $15.7 B
cap in order to pay increased health 60% % mSocial Services, $5.7 B
insurance premiums. 50% 8%

@ Transportation, $3.9 B

40%

* Pension contribution rates also had 5%
. () 0 i R
some effect on benefit growth over s @ Public Safsty, 36.38
the decade, although they have 20% O Education, $24.1 B

dropped slightly since peaking in 10% :-: & Goneral & Cstnan
SFY 2013-14, and are stable for SFY 0% - eneral povermimert, ¥

2017-18. Rates are determined based

on actuarial assumptions. Volatility in et oxetuoe Mo ok 5 fowns, vilages fre dieets and sehos
financial markets often results in rate
changes, but the New York State and
Local Retirement System remains one of the strongest and best-funded public pension plans
in the country, which is a long-term benefit to local governments and their employees."”
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Fiscal Stress Affects Some Local Governments

OSC'’s Fiscal Stress Monitoring System (FSMS) is entering its fourth year of evaluating the
budgetary solvency of New York’s local governments and school districts.'® Several other states
have looked to New York’s FSMS as a model and resource in designing their own fiscal stress early
warning systems. Results from the past three years of data collection show:

* Relatively few local governments show signs of fiscal stress in any given year. However, the
risk of stress seems to vary significantly by type of local government. Only 2.3 percent of towns
and 3.7 percent of villages showed signs of fiscal stress for the fiscal year ending in 2015. In
contrast, counties and cities were more likely to experience some level of fiscal stress (18.5
percent of counties and 20.0 percent of cities). (See Figure 12.)

* For each of the last three school years, between 12 and 13 percent of school districts overall
have been designated as in fiscal stress.

* Now that several years of scores are available, it is possible to identify local governments that
are experiencing chronic fiscal stress. The FSMS indicates that 19 local governments and 32
school districts have been in some level of fiscal stress for the last three years."

As OSC has gained
experience with the
indicators, potential
opportunities to refine and
improve the measurements
and scoring system to
make it an even more
accurate predictor of
fiscal stress are under
consideration. OSC has
solicited public comments
on possible changes

to FSMS, which will be
followed by a thorough
review process.

Counties and Cities Are More Likely to Experience Fiscal Stress
than Towns and Villages

25.9%

Fiscal Year Ending in:
m2013 m2014 m2015

in Fiscal Stress

1.9% 24% 2.3% 3:2% 44% 3.7%

Percentage of Municipalities

Counties Cities Towns Villages

Source: OSC. This analysis includes only municipalities that filed conclusive data with OSC in time to
receive a fiscal stress score.

n 2016 Annual Report

Office of the New York State Comptroller




Signs of Progress in the Fight Against Blight

Many municipalities are still struggling with the effects of the collapse of the housing bubble nearly
a decade ago. Along with declines in home values and other factors, New York’s long foreclosure
timelines have contributed to a rise in vacant properties in some economically distressed real
property markets. In some cases, lengthy foreclosure processes can lead to neglected or
abandoned properties, leaving municipalities with growing areas of blight.?°

Over the past year, evidence suggests that the State’s courts are making progress reducing their
foreclosure backlogs. Court data indicates that the mortgage foreclosure caseload is falling in most
areas of the State. Long Island is the only region where the caseload grew over the twelve months
ending in early 2016.2" (See Figure 13.)

Mortgage Foreclosure Activity Declines in All Regions Except Long Island

Change in Pending Mortgage
Foreclosure Caseload vs. Foreclosure Rate

Mortgage foreclosure
3.0%

caseload is also falling in

activity shows signs of e [ e A ey o
abating across most of Sy region with a growing Long Island
the State. From 2014 © foreclosure cast_eload.

S It also has the highest
to 2015, new mortgage N2.0% foreclosure rate.
foreclosure filings fell by ¢ Mid-Hudsahn

1 9_’ 0,

7.5 percent. The pending §1-54 ()

©

. D Capital District New Yark City
all regions except Long grox. ® Mohawk Valley
Island, which has the Finger Lake o>
hs_ ah , f I 0.5 Tinger Lakes P Central NY.. @ western NY
'9 est foreclosure rate’ North Country Southern Tier

measured as a percentage 0.0% 0%
of housing units. -40% -30% -20% -10% 0% 10%

Change in Pending Foreclosures 2015 to 2016

Source: New York State Unified Court System and U.S. Census Bureau with OSC calculations. The foreclosure rate represents pending mortgage foreclosures as a

percentage of housing units. Housing unit data is from the American Community Survey (five-year, 2013). Foreclosure data is based on snapshots from Term 1 of the
court calendar.
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New York Looks to Land Banks to Combat Blight

Land banks offer a way for municipalities to return unwanted properties to productive use. In New
York, land banks are not-for-profit corporations first authorized by State legislation enacted in 2011.
Land banks generally acquire distressed properties that have failed to attract a responsible buyer.

* Many demolish severely dilapidated properties and offer to sell the resulting vacant lots to
adjoining homeowners who will maintain them.

» Most also work to redevelop some properties or sell them to owners who commit to
redeveloping them.

» Some assemble parcels for strategic redevelopment or recreational use.

As of October, 2016, New York had 18 land banks, as shown in Figure 14, although current law
authorizes the establishment of up to 20.22

Funding is an ongoing challenge for land banks. Since they deal primarily with distressed properties,
generating enough operating revenues from the sale of the properties they acquire to sustain their
activities can be challenging. Consequently, land banks generally rely heavily on grants and subsidies.

See the following “Legislation Affecting Local Governments” section for information on recently
enacted legislation intended to help municipalities address blight.

Figure 14
New York State Land Banks (As of October, 2016)

Albany County Land Bank

Allegany County Land Bank

Broome County Land Bank

Buffalo Erie Niagara Land Improvement Corporation
Cattaraugus County Land Bank

Chautauqua County Land Bank

Chemung County Property Development Corporation
Finger Lakes Regional Land Bank

Greater Mohawk Valley Land Bank

10  Greater Syracuse Property Development Corporation
(also known as the Greater Syracuse Land Bank)

11 Land Reutilization Corporation of the Capital Region
(also known as the Capital Region Land Bank)

12 Nassau County Land Bank

13 Newburgh Community Land Bank

14 Oswego County Land Bank Corporation
15  Rochester Land Bank

16 Steuben County Land Bank Corporation
17 Suffolk County Landbank Corporation
18  Troy Community Land Bank

© o N R W N =

l:l County Land Banks
\:| Counties in Multi-Partner Land Banks
|:| Greater MohawkValley Land Bank

@ cities in Greater Mohawk Valley Land Bank

@  cities in Multi-Partner Land Bank

A CityLand Banks

Source: Empire State Development Corporation (ESDC), land bank documents. Land banks approved by ESDC as of October 2016.
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Legislation Affecting Local Governments

Recently Enacted Legislation

Zombie Property Law to Help Local Governments
Combat Blight

(Chapter 73 of the Laws of 2016)

In 2016, as part of an omnibus bill, legislation was
enacted to help local governments address issues
arising from vacant, abandoned properties, often
referred to as “zombie properties.”?® The legislation
requires certain financial institutions to secure and
maintain vacant, abandoned properties with seriously
delinquent mortgages and report information about those
properties to a statewide vacant property registry. Other
provisions allow the foreclosure process to be expedited
under certain circumstances and help ensure that
homeowners facing foreclosure understand their rights
and responsibilities. The legislation pre-empts certain
local laws.

Land Banks May Form Subsidiaries
(Chapter 338 of the Laws of 2016)

Legislation passed amending Section 1607 of the Not-
for-Profit Corporation Law to allow land banks to form
subsidiaries to hold title to real property. This is intended
to protect land banks from liability on certain properties.

Land Banks Exempt from Certain Special Levies
and Assessments

(Chapter 441 of the Laws of 2016)

This bill makes land banks exempt from certain ad

valorem levies (i.e., levies proportionate to the value of the

property) and special assessments. They were already
exempt from real property taxes.

OSC Enacted Legislation

* Increasing Transparency in

School District Operations
(Chapter 514 of the Laws of 2016)

Effective July 1, 2017,
this will amend Education Law
to require:

(1) a schedule of reserve funds
as part of the annual Real
Property Tax Report Card,
setting forth the name of each
reserve fund, a description of
its purpose, the balance as of
the close of the third quarter
of the current fiscal year and a
brief statement explaining any
plans for use of the fund for the
ensuing fiscal year,

(2) express authorization by
board resolution for payments or
transfers into reserve funds and

(3) district website posting

of external audit reports,

any corrective action plan
prepared in response to findings
contained in the report or
management letter, any final
audit report issued by the State
Comptroller, final budgets and
any multi-year financial plans.
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School Districts and Boards of Cooperative
Educational Services (BOCES) Must Test Drinking
Water for Lead Contamination

(Chapter 296 of the Laws of 2016)

As noted in the Memorandum in Support of this
Legislation, high levels of lead in the blood can cause
permanent brain damage and impair children’s ability to
learn. This new law amends the Public Health Law to
require that school districts and BOCES conduct periodic
testing of potable water in occupied buildings to monitor
for lead contamination, and to make the results public.

It also allows for a portion of the cost of testing and
remediation of lead contamination to be reimbursed by
the State.?*

OSC Legislative Proposals

Comptroller DiNapoli regularly
advances legislative proposals
to increase local government
transparency and accountability.
His current proposals affecting
local governments include:

* Granting OSC authority to
audit local development
corporations (LDCs) and
certain other organizations
controlled by municipal
corporations and certain other
governmental entities
(A.7056-A/S.5690-A)

Authorizing local governments
to establish trusts for other
post-employment benefits
(OPEB) (A.5525/S.5111-A)

Strengthening ethics law
covering local governments
(A.7669-A)

More information about these
proposals is available on the
OSC website at:
www.osc.state.ny.us/
legislation/index.htm
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Services and Resources

Audits and Oversight

o Our Audit Work
The Division helps to advance government reform and
transparency through its audit and technical assistance 95 sudits identified school districts
function all around the State. The Division is able to
provide local officials and residents with an independent
analysis of their local governments’ financial condition,
ways to achieve cost savings and efficiencies and methods
to improve controls over operations and assets. In 123 audits we found school

districts and local governments had
) relained excess fund balance:

that had retained excess or improper
reserves.

The Division issued 551 audits of Poor budgeting practices were cited
local governments, school districts in 132 audits of school districts and
and local public authorities in 2016. local governments.

lic q q { including unauthorized access
POIICIES, TECOras and reports. to confidential information,

inappropriate use and exposure
to ransomware threats.

159 financial condition audits found gg '”f‘t’”/‘lat(;‘f[” Tezhgglogy]ﬁg) o
ineffective budgeting practices, gcurity Audlts and £ conficentia

: . IT letters revealed weaknesses
excessive fund balance and inadequate

11 accountability audits
identified more than

$352,000 of 76 audits recommended cost
$352,000 misappropriated local saving and revenue enhancement
’ government assets. measures worth more than

$48.8 million, cumulatively.

27 local governments and schools
exceeded their tax cap limits without
a proper override.

440 property tax cap calculation
reviews were conducted to help
local governments comply with
the tax cap law.

Office of the New York State Comptroller 2016 Annual Report n




Financial Condition Audit Highlights: Accountability Audit Highlights:

One school district overfunded One fire district’s board chair was
several reserves by a total of $18.1 able to write and cash more

$18.1 million over four years. million than $240,000 in inappropriate
checks intended for the district's (Rl IL1
contracted architect.

Another school district ran a The district also made
deficit for four years, depleting nearly $650,000
its fund balance by 70 percent. in insufficiently
documented $6 50 y 0 0 0
payments.
A city drew down the fund

balance in its water fund by
$6.1 million (67 percent) $6.1
over three years by making eea
repeated transfers from it into 11]] | | ion
the general fund to subsidize
the city’s operations.

Statewide Audits and Regional Projects:

LGSA undertakes audits and projects involving several local
governments in a region or statewide. Topics have included
housing authority internal controls and implementation of
ignition interlock devices.
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Local Official Training

The Division provides a comprehensive array of training Training

opportunities including accounting schools, statewide and e

regional conferences, leadership institutes, workshops nghllghts and Resources
and webinars through the Academy for New York State’s

Local Officials. These programs allow Division staff to In 2016, the Division

support strong relationships with local officals across conducted 143 training

the State and share critical knowledge that aids them in 1 43 sessions for local officials

successfully fulfilling their responsibilities. and staff at statewide,
regional and online

events with total
Research on Local Governments e

. . 1 0 1 00 of over 10,100.
The Division produces a wide range of research that y

informs OSC'’s legislative policy agenda, helps local
officials understand factors affecting the fiscal condition
of municipalities and assists the public in making sense of
available local government data.

Regional Economic Profiles

In 2016, LGSA published reports on a variety of topics,

including: In 2016, LGSA embarked on a
« State school aid policies and trends over the past few years long-term project to profile the
« Annual review of Industrial Development Agencies, State’s economic regions. These
including a description of recent Comptroller’s reforms profiles aim to paint a picture of the
« Land banks overall demographic and economic
 Foreclosure trends issues in each part of the State, as
well as to look at current economic
* Sales tax collection updates development activities. Reports
* Fiscal Stress Monitoring System results have been released for the Mid-

Hudson Valley and Central New
York regions so far, with more
planned for 2017 and 2018.

+ A guide to help local officials manage cyber-security risks.

Division publications are available at:
www.osc.state.ny.us/localgov/researchpubs/index.htm

/ The Academy for New York State’s Local Officials
‘ delivers a focused curriculum to help local officials carry

THE ACADEMY out their duties. Local officials can search for training by

for New York States LOCAL OFFICIALS  both job role and topic.

www.osc.state.ny.us/localgov/iacademy/index.htm
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http://www.osc.state.ny.us/localgov/pubs/research/ida_reports/2016/idaperformance.pdf
http://www.osc.state.ny.us/localgov/pubs/research/landbanks1016.pdf
http://www.osc.state.ny.us/localgov/pubs/research/foreclosure0416.pdf
http://www.osc.state.ny.us/localgov/pubs/research/localsalestaxcollections0816.pdf
http://www.osc.state.ny.us/localgov/fiscalmonitoring/researchpubs.htm
http://www.osc.state.ny.us/localgov/lgli/pdf/cybersecurityguide.pdf

Data Resources on

Local Governments OSC provides extensive data available for
downloading so that local officials, researchers
and others interested in local governments and
public finance can conduct their own research
and analyses.

Open Book New York

Full results for all municipalities on all of the fiscal stress indicators,
plus the ability to download all of the underlying data along with
reports and interactive tools to explore and understand the results.

www.osc.state.ny.us/localgovi/fiscalmonitoring/index.htm

Financial Data for
Local Governments

Real Property Tax
Rates and Levies

Local Entities List

E 2016 Annual Report Office of the New York State Comptroller




Notes

" U.S. Bureau of Economic Analysis, “Gross Domestic Product by State: Second Quarter 2016,” BEA 16-66, (Press Release).
Available at: www.bea.gov/newsreleases/regional/gdp_state/2016/qgsp1216.htm.

2 OSC, Comptroller’s Fiscal Update: State Fiscal Year 2016-17 Revenue Trends through the Mid-Year, November 2016.
Available at: www.osc.state.ny.us/reports/budget/2016/2016-17_midyear_report.pdf.

3 This includes counties, cities, towns, villages, fire districts and school districts.

4 Real property taxes, assessments and items includes special benefit assessments (such as for water provision) and
real property tax items such as payments in lieu of taxes (PILOTs) and State reimbursements to school districts for
STAR (School Tax Relief) exemptions.

5 This means that counties, towns and most cities were first affected in fiscal year ending 2012, since their fiscal year is
the same as the calendar year, beginning January 1, 2012 and ending December 31, 2012. Most villages, some cities
and all school districts have fiscal years that start after January 1, so they were first affected in their fiscal year ending
2013. More information on the tax cap is available at: www.osc.state.ny.us/localgov/realprop/index.htm.

6 The formula includes a number of other components that can also affect the levy limit—sometimes by a large amount.

" Due to definitional changes, the 2015 tax levy is not directly comparable to 2014 and years prior.
For more information, visit: www.osc.state.ny.us/localgov/orptbook/index.htm.

8 Details about CHIPS and PAVE-NY, including apportionment balances for each municipality, are available on the
Department of Transportation’s website at: www.dot.ny.gov/programs/chips/PAVE-NY.

® New York State Division of the Budget (DOB), Description of New York State School Aids (2016-17), Table II-A.
Includes New York City.

' DOB, Description of New York State School Aids (2012-13 to 2016-17), Table II-A.

" OSC, New York State School Aid: Two Perspectives, March 2016, Appendix B.
Available at: www.osc.state.ny.us/localgov/pubs/research/schoolaid2016.pdf. This report also contains
information on the components of school aid and the impact of school aid on the State budget.

2 New York State School Boards Association, “NYSSBA 2017-18 Budget Recommendations.”
Available at: nyssba.org/clientuploads/nyssba_pdf/gr/nyssba-2017-18-budget-recommendations.pdf;;
New York State Association of School Business Officials, “Realizing the Vision of School Aid, Opportunity for All: State
Aid Recommendations for SY 2017-18,” November 2017. Available at:
nysasbo.org/uploads/publications/1478716623_NYSASBO%20State%20Aid%20Proposal%202016-Final.pdf.

3 DOB, New York State 2007-08 Enacted Budget Financial Plan, p. 57.
Available at: www.budget.ny.gov/pubs/archive/fy0708archive/fp0708/2007-08EnactedBudgetReport.pdf,
and [SFY] 2016-17 Enacted Budget School Aid Runs,
Available at: www.budget.ny.gov/budgetFP/2016-17enactedSchoolAidRuns.pdf.

“ New York State Education Department, Regents 2017-18 Proposal on State Aid to School Districts, December 8, 2016.
Available at: www.regents.nysed.gov/common/regents/files/1216saalpublic.pdf.

® OSC analysis of OSC data.
6 James Nani, “Health Insurance Hikes Cause Headaches for Municipal Budgets,”

Times Herald-Record, November 28, 2016. Available at:
www.recordonline.com/news/20161128/health-insurance-hikes-cause-headaches-for-muncipal-budgets.
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Notes

7 For more information on the Comptroller’s Actuarial Assumptions, see, Annual Report to the Comptroller on Actuarial
Assumptions, August 2016. Available at: www.osc.state.ny.us/reports/pension/2016actuarialassumptions.pdf.

8 For an overview of notable trends in the fiscal stress scores of New York counties, cities, towns and villages, see OSC,
Fiscal Stress Monitoring System Results for Municipalities: Three-Year Review, September 2016.
Available at: www.osc.state.ny.us/localgov/fiscalmonitoring/pdf/threeyearsfsms_0916.pdf.
See also OSC'’s Fiscal Stress Monitoring System website: www.osc.state.ny.us/localgov/fiscalmonitoring/index.htm.

® See, www.osc.state.ny.us/localgov/fiscalmonitoring/index.htm.

20 OSC, The Foreclosure Predicament Persists, August 2015,
available at: www.osc.state.ny.us/localgov/pubs/research/snapshot/foreclosure0815.pdf;
and Research Brief: Foreclosure Update from a Local Government Perspective, April 2016,
available at: www.osc.state.ny.us/localgov/pubs/research/foreclosure0416.pdf.

2 Data from the Unified Court System, with OSC calculations. News reports using a different data source suggest that
foreclosure activity increased sharply toward the end of 2016. See, for example, Catherine Curan, “New Yorkers See
Drastic Spike in Home Foreclosures,” New York Post, November 13, 2016.

Available at: http://nypost.com/2016/11/13/new-yorkers-see-drastic-spike-in-home-foreclosures/.

This apparent contradiction may simply reflect differences in the nature of the data sources. The data cited in the
news report consists of counts of properties with foreclosure-related court filings during a specified time period, while
the data presented in Figure 13 is based on the entire mortgage foreclosure caseload pending in the court system
(whether or not the cases have had recent filings). As mortgage foreclosure cases are resolved through the courts,
filings could increase even as the pending caseload decreases.

22 OSC, Research Brief: Land Banks Enter the Fight Against Blight, October 2016.
Available at: www.osc.state.ny.us/localgov/pubs/research/landbanks1016.pdf.

ZThe bill, A.10741 (Farrell)/S.8159 (Flanigan), which was enacted as Part Q of Chapter 73 of the Laws of 2016, became
effective on December 20, 2016. For a detailed description of the key provisions, see the New York Conference of
Mayors, NYCOM Analysis of Newly Enacted Zombie Property and Foreclosure Prevention Law, NYCOM Legislative
Update, August 2, 2016.

Available at: www.nycom.org/images/documents/LAC/Zombie_Law_Article_-_August_2_2016_1.pdf.

2 See the New York State Education Department “State Aid for the Testing of Water for Potential Lead Contamination
and the Installation of Effective Measures for Immediate Remediation, if Required,” field memo from the Office of
Facilities Planning and the Office of State Aid to school district and BOCES superintendents, October 11, 2016.
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Division of Local Government and School Accountability

Central Office = Directory

Andrew A. SanFilippo, Executive Deputy Comptroller

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

Executive 474-4037
Gabriel F. Deyo, Deputy Comptroller
Tracey Hitchen Boyd, Assistant Comptroller

Audits, Local Government Services and Professional Standards 474-5404
(Audits, Technical Assistance, Accounting and Audit Standards)

Local Government and School Accountability Help Line............................. (866) 321-8503 or 408-4934
(Electronic Filing, Financial Reporting, Justice Courts, Training)

New York State & Local Retirement System
Retirement Information Services

Inquiries on Employee Benefits and Programs 474-7736
Bureau of Member and Employer Services (866) 805-0990 or 474-1101
Monthly Reporting Inquiries 474-1080
Audits and Plan Changes 474-0167
All Other Employer Inquiries 474-6535

Division of Legal Services

Municipal Law Section 474-5586
Other OSC Offices

Bureau of State Expenditures 486-3017

Bureau of State Contracts 474-4622

Office of the New York State Comptroller,
110 State Street, Albany, New York 12236
email: localgov@osc.state.ny.us

Mailing Address

for all of the above:

m 2016 Annual Report Office of the New York State Comptroller




Division of Local Government and School Accountability

Andrew A. SanFilippo, Executive Deputy Comptroller

Gabriel F. Deyo, Deputy Comptroller (518) 474-4037
Tracey Hitchen Boyd, Assistant Comptroller

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

BINGHAMTON REGIONAL OFFICE - H. Todd Eames, Chief Examiner

State Office Building, Suite 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 - Jeffrey D. Mazula, 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 - Jeffrey P. Leonard, 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: Albany, Clinton, Essex, Franklin, Fulton, Hamilton, Montgomery, Rensselaer, Saratoga, Schenectady, Warren, Washington counties

HAUPPAUGE REGIONAL OFFICE - Ira McCracken, Chief Examiner

NYS Office Building, Room 3A10 - 250 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 - Tenneh Blamah, 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: Columbia, Dutchess, Greene, Orange, Putnam, Rockland, Ulster, 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 - Rebecca Wilcox, 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

STATEWIDE AUDIT - Ann C. Singer, Chief Examiner
State Office Building, Suite 1702 - 44 Hawley Street - Binghamton, New York 13901-4417
Tel (607) 721-8306 - Fax (607) 721-8313
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Contact

Office of the New York State Comptroller
Division of Local Government and School Accountability

110 State Street, 12th floor

Albany, NY 12236

Tel: (518) 474-4037

Fax: (518) 486-6479

or email us: localgov@osc.state.ny.us

www.osc.state.ny.us/localgov/index.htm

Like us on Facebook at facebook.com/nyscomptroller
Follow us on Twitter @nyscomptroller



http://www.osc.state.ny.us/localgov/index.htm
http://www.osc.state.ny.us/help/lsdisclaimer.htm
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