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Introduction
Actions to contain the COVID-19 pandemic in New York 
State shuttered non-essential businesses, restricted 
travel and caused record numbers of displaced 
workers to apply for unemployment insurance.1 The 
longer-term economic implications of these changes 
depend on many unknown factors, including the length 
of the pandemic and associated stay-at-home orders, 
the scope and structure of federal policies enacted 
to backstop losses being experienced by residents, 
businesses and state and local governments, and any 
reoccurence of the disease.

While reopening has begun, State leaders have 
been clear about the expected adverse impacts of 
these economic developments on the State’s coffers. 
Reductions are expected in revenues that would 
have been collected from otherwise normal taxable 
sales and personal and business incomes, and major 
increases in public health spending may be required. 
Local governments — which are providing some of the 
most vital services to New Yorkers at this time — may 
experience reductions in State aid simultaneously with 
declines in their local revenues. 

From counties providing critical public health 
services to school districts trying to teach children 
remotely, our State’s local governments are being 
tested on many fronts and are often responding 
with innovative solutions to these challenges. Yet 
they will likely experience major fiscal problems 
without assistance that takes into account the effect 
of the pandemic on their revenues. This report will 
examine some of the major risks to these revenue 
sources (sales tax, property tax and State aid), the 
dependence of local governments on each, and the 
effects of federal government actions to help keep 
local governments afloat thus far. 

New York City, which is many times larger than 
the next largest locality in the State, and has been 
discussed extensively in other recent analyses by the 
Office of the State Comptroller, is omitted from this 
presentation, except as noted.2 

• The COVID-19 pandemic 
will negatively affect many 
local governments’ revenues. 
Additional federal aid is  
needed to ensure that 
municipalities and school 
districts have the resources to 
provide critical services New 
York residents depend on.

• The pandemic’s impact is 
likely to be more immediate 
and severe on some local 
governments’ finances than  
on others, depending on their 
mix of revenue sources.

• The closure of retail and 
entertainment venues and the 
decline in gasoline prices have 
already begun to have a major 
impact on sales tax revenues.

• Property taxes provide 
revenue stability for local 
governments, but the tax cap 
and other constraints will 
likely limit their use to shore 
up local revenues.

• Most State aid to local 
governments was held flat 
or reduced in the recent 
State budget. Some local 
governments have already 
had to face significant  
mid-year reductions in  
State aid.

• Much of the recent federal aid 
to localities, while helpful, is 
targeted to a small subset of 
municipalities and does not 
address the larger issue of 
budget stress caused by the 
economic shutdowns.

Highlights
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Figure 1

Local Sales and Use Tax Revenue as a Share of Total Revenue,  
Fiscal Year Ending (FYE) 2018

Class
Amount  

(In Millions)
 Share of  

Total Revenue
Counties $6,492.9 26.1%
Cities $931.7 18.9%
Towns $742.0 9.5%
Villages $173.2 5.9%
School Districts $290.7 0.7%

Total Excluding NYC $8,630.5 10.5%

New York City $7,601.0 8.6%

All Classes $16,231.5 9.5%

Source: Office of the New York State Comptroller (OSC); and New York City’s 
Comprehensive Annual Financial Report.
Notes: In this table, cities and school districts do not include New York City or its school 
district. Mortgage recording taxes are not included. County sales tax revenue does not 
include sales tax distributions made to other local governments. The sales taxes received 
by towns, villages, school districts and most cities are from county distributions.

Sales Tax
The sales tax is one of the 
most important sources of 
revenue for many New York 
State local governments, 
and it is one of the most 
likely to be affected by 
the economic pause and 
social distancing measures 
implemented to control 
COVID-19. Sales tax 
revenue accounted for more 
than one-quarter of county 
revenues, nearly one-fifth 
of city revenues outside of 
New York City, about 10 
percent of town revenues, 
and over 8 percent of New 
York City’s revenues in 
fiscal year ending (FYE) 
2018. (See Figure 1.) 

Potential Impact of the COVID-19 Emergency

Historically, local sales tax collections in New York State slow or even decrease during economic 
recessions. In recent decades, the biggest drop was during the Great Recession of 2008-09, when 
sales tax revenues declined 6 
percent in one year, followed 
by nearly 10 percent growth in 
2010. (See Figure 2.)

It is difficult to project the impact 
of the COVID-19 pandemic, 
since it is not the result of a 
normal economic cycle and the 
behaviors associated with it. In 
June, the National Bureau of 
Economic Research announced 
that the U.S. had officially 
entered a recession as of 
February 2020.3  However,  
the effects of the shutdowns 
due to the pandemic have been 
much quicker and deeper than 
those of a “typical” recession.  

Figure 2

Percentage Change in Statewide Local Sales Tax Collections             

Source: New York State Department of Taxation and Finance, with calculations by OSC.
Notes: Includes New York City. 
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In most recessions, people generally continue to patronize restaurants and purchase clothing, even 
if they put off larger purchases or seek out less expensive options. In addition, these spending 
reductions and substitutions do not typically happen all at once. Contrast this with the recent sudden 
closure of all entertainment and non-essential retail around the State, followed by a phased-in 
reopening with many restrictions on attendance density. 

It is, as yet, unclear what the long-term economic impact will be. However, it is clear that retail sales 
– especially of taxable goods and services – have already been greatly affected. Since March, the 
U.S. Census Bureau has been reporting year-over-year drops in national retail sales figures, with 
the worst drop (21.2 percent) in April. In May, retail sales were down 7.7 percent over May 2019, with 
much steeper drops in some of the most important taxable sales, including clothing and accessories 
(-63 percent), gasoline stations (-32 percent), electronics and appliance stores (-31 percent) and 
department stores (-26 percent).4 

At the State level, the State Fiscal Year (SFY) 2020-21 Enacted Budget Financial Plan anticipates a 
15.5 percent drop in State sales tax collections for April 2020 through March 2021.5 The decline in 
local collections may be even worse, since nearly all counties tax gasoline at a percentage of the sales 
price, rather than by the gallon as the State does, and gasoline prices have been dropping: average 
monthly gas prices in April and May were at the lowest they have been since March of 2016. This will 
compound the pain felt from reductions in the overall sales volume.6 The New York State Association 
of Counties (NYSAC) recently estimated that county collections (excluding New York City) could drop 
by as much as $1.9 billion (around 22 percent) over the course of a full year.7 In April and May 2020, 
local sales tax collections were down 24.4 percent and 32.3 percent, respectively, leaving counties and 
other local governments short by about $765 million.8 

State Budget Actions Reducing Sales Tax Collections
The SFY 2020-21 Enacted Budget requires that counties forego a portion of their sales tax 
collections to support a State fund to aid financially distressed hospitals and nursing homes in SFY 
2020-21 and 2021-22. The State will withhold a total of $50 million annually from counties outside 
of New York City in each of these two fiscal years, based on each county’s percentage share of 
statewide county sales tax collections. This is in addition to a requirement that counties fund $59 
million in annual unrestricted aid to certain towns and villages that had, until last year, been funded 
by the State, through a similar withholding of sales tax revenue. 

Collecting Tax on Internet Sales
One policy that might help mitigate COVID-19’s impact on local sales tax revenues is the 
State’s actions in 2019 to fully capture sales taxes on internet transactions with out-of-State 
vendors. With many local businesses closed, it is likely that more purchases will be made 
online, leaving local governments more likely than in prior years to benefit from sales tax 
collections on those transactions.
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Property Tax
The largest single source of revenue for local governments as a whole is the real property tax, 
which generated nearly $36 billion, or 43 percent of all revenue, in FYE 2018. School districts, 
towns and villages relied on the property tax for about half of their revenues, while counties and 
cities depended on property taxes for about a quarter of theirs. (See Figure 3.) Even within the 
individual classes of government, reliance on the property tax varies. This is especially the case for 
school districts, where dependence on this source ranges from less than 5 percent to nearly 100 
percent of revenue.

The property tax has 
historically provided 
stability to local government 
revenues in bad times, since 
it is locally controlled and 
not immediately affected 
by changes in economic 
conditions. It follows that the 
local governments which 
depend most heavily on it, 
including wealthier school 
districts as well as most 
towns and villages, will likely 
be more insulated from the 
immediate budgetary effects 
of economic pause and social 
distancing requirements, 
which affect other sources, like the sales tax, more directly. However, longer-term economic 
damage, such as proliferation of vacant abandoned residential and commercial properties, could 
eventually reduce property values, eroding the property tax base in affected municipalities.

Limits to Using the Property Tax to Shore Up Revenues

Historically, local governments have also used the property tax to replace at least some budget 
losses from other, more economically sensitive sources, such as the sales tax. However, their ability 
to do so has been more limited recently, due to a variety of factors:

Taxes Are Already Relatively High
New York’s local real property taxes are already high compared with other states, ranking fourth in 
collections per capita in 2017.9 Effective tax rates per $1,000 of property value are highest upstate, 
while tax bills per household are highest downstate. Those high tax payments are exacerbated for 
some by the 2017 federal cap on itemized deductions for state and local taxes.

Figure 3

Property Tax as a Share of Total Revenue by Class of 
Government, FYE 2018

Class
Amount  

(in Millions)
Share of  

Total Revenue
Counties $5,752.8 23.2%
Cities $1,284.3 26.0%
Towns $4,224.1 53.9%
Villages $1,402.1 48.0%
School Districts $22,401.0 53.7%
Fire Districts $808.3 93.3%

All Classes $35,872.7 43.2%

Source: OSC.
Note: Does not include New York City or its school district.
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Early indicators show that the pandemic is causing economic insecurity for both residential and 
commercial property taxpayers, calling into question their ability to pay existing property tax bills, 
let alone higher ones.10 This risk is especially problematic for counties, since most are required 
to make local governments and school districts whole for any property taxes on their rolls that 
remain uncollected. 

Real Property Tax Cap 
Since 2012, the State has limited the ability of local governments and school districts to raise total 
property tax levies in any single year. The tax cap generally restricts year-over-year levy growth to 2 
percent or the prior year’s inflation rate, whichever is lower.11 

Constitutional Tax Limit
In addition to the 2 percent limit on year-over-year property tax levy growth, counties, cities and 
villages are subject to a Constitutional Tax Limit (CTL) on total levy in a single year.12 As of FYE 
2018, 20 local governments had exhausted more than 80 percent of their CTL, meaning they may 
be unable to raise property taxes significantly without risking sanctions from the State.13 Even 
during the past several years, this number had been growing – up from 7 in 2012. If the pandemic 
leads to a longer-term economic contraction where real property values decline over time, more 
municipalities could be included in this category.14 

Tax Exempt Properties 
Some local governments are further hampered by having many properties which are not taxable at 
all. According to the Department of Taxation and Finance, tax-exempt property makes up at least a 
third of all property in 30 (of 61) cities across the State.15 

Other Risks

Reliance on real property taxes poses a few of its own risks during a financial crisis. The timing 
of payments could be an issue in this fiscal year if taxpayers are unable to make these payments. 
Municipalities could be faced with the need for short-term borrowing, and the extra expense it 
entails, if taxpayers delay payments. Over the longer term, if the current crisis is protracted, local 
governments may be under increased pressure to keep taxes from increasing, thereby increasing 
the likelihood of fiscal stress.



Figure 4

Top Sources of Local Revenues Outside of Property and Sales Taxes as a Percentage of Total 
Revenues, by Class, FYE 2018

Counties Cities Towns Villages

Health 2.9% Utilities 8.3% Utilities 4.3% Utilities 15.3%

General Government 2.1% Sanitation Fees 5.7% Sanitation 4.1% Sanitation 6.1%

Sanitation 1.5% Transportation 1.6% Culture and Recreation 1.8% Community Services 2.0%

Transportation 1.0% Community Services 1.4% Community Services 1.4% Culture and Recreation 1.8%

Source: OSC.
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Other Local Revenue
Municipalities also derive a significant amount of revenue from an assortment of service charges 
and other miscellaneous sources. For counties, cities, towns and villages together, this amounts to 
approximately $10 billion, or nearly a quarter of their total revenues. 

The largest sources of these revenues are usually fees for municipally run utilities (most commonly 
drinking water or wastewater, and some electrical utilities) or sanitation services (including garbage 
disposal and landfills where relevant). (See Figure 4.) In many cases, some of the largest users 
of these services are industrial, manufacturing and other local businesses and institutions, which 
have seen dramatic cuts in activity or been completely shut down since March. Many will operate at 
reduced levels, if at all, while the State works through its economic reopening. 

Transportation fees, which include revenue collected from parking meters and municipally owned 
garages and parking lots, are likely also taking a substantial hit. A number of towns and villages 
collect fees from public parks and recreation spaces that may be affected as well, although these 
reductions may be partially offset by reduced costs.



State Aid
In 2018, State aid made up 25 percent of all local government revenues, over $20 billion.16 
Consequently, local government finances depend significantly on the strength of the State 
government’s finances and its willingness to continue to provide aid.

State aid helps support 
local social services and 
the construction and 
maintenance of local 
highways and roads, among 
other things. Unrestricted 
State aid in the form of 
Aid and Incentives for 
Municipalities (AIM) is 
directed to cities, town and 
villages. By far, the largest 
amount of State aid is for 
education. School districts 
outside of New York City 
received nearly $16 billion 
(38 percent) from State aid 
in 2018. (See Figure 5.)

As discussed in the Property 
Tax section, not all school 
districts are equally dependent 
on the various sources, 
and reliance on State aid is 
typically the counterbalance to 
reliance on the property tax. 
School district dependence on 
State aid ranges from up to 
80 percent of total revenue in 
needier districts to less than 
1 percent in some wealthier 
districts; average- and low-
need districts receive the 
majority of their revenues from 
property taxes. (See Figure 6.)
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Figure 5

State Aid as a Share of Total Revenue by Class of Government, 
FYE 2018

Class of Government
State Aid 

(In Millions)
State Aid as a Share  

of Total Revenue
Counties $3,089.6 12.4%
Cities $878.3 17.8%
Towns $585.4 7.5%
Villages $167.0 5.7%
School Districts $15,734.8 37.7%
Fire Districts $3.2 0.4%

All Classes $20,458.2 24.6%

Source: OSC.
Note: Does not include New York City or its school district. Some forms of State Aid, 
especially for counties, are not classified by the State as local assistance.
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Figure 6. Percentages of School District Revenues from State Aid
and Property Taxes, By Need/Resource Category, FY 2019

Need/Resource Category
Source: OSC and New York State Education Department.

Percentages of School District Revenues from State Aid and 
Property Taxes, by Need/Resource Category, FYE 2019

Source: OSC and New York State Education Department.

Figure 6
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The 2020-21 New York State Budget

The COVID-19 crisis struck New York State just as the State Legislature was considering the SFY 
2020-21 budget.17 The economic effects of the emergency mean that State revenues will decline, 
probably quite sharply, even as the demand for certain State expenses increases – especially in 
the area of health care. A potential consequence is reduced State spending on other programs, 
including aid to local governments. 

The enacted SFY 2020-21 budget held most forms of State aid at about the same level of funding 
as the previous year, including AIM and highway aid.18 School aid was also held at roughly the 
same level as SFY 2019-20, with school districts outside of New York City again receiving about 
$16 billion. However, school aid is subject to a “Pandemic Adjustment,” a reduction of $1.1 billion, 
including $410 million outside New York City, which is anticipated to be offset by the same amount 
from the federal Coronavirus Aid, Relief and Economic Security (CARES) Act of 2020.19 (See the 
discussion of the CARES Act below.) This substitution of federal funds for a portion of State school 
aid is similar to actions in the wake of the 2008-09 Great Recession, when funds from the American 
Recovery and Reinvestment Act of 2009 offset the State’s “Deficit Reduction Assessment.”20 

The enacted State budget also included provisions that give the Governor unprecedented power 
to reduce spending at certain times during the fiscal year, should there be revenue shortfalls or 
spending in excess of planned levels. The State’s Enacted Budget Financial Plan includes an 
initial “gap-closing plan” that would reduce aid to localities by $8.2 billion.21 While the amounts 
to be withheld or cut from specific aid programs are still largely to be determined, the Division of 
the Budget withheld 20 percent of the May and June Aid and Incentives for Municipalities (AIM) 
payments due to 12 cities and the June Video Lottery Terminal (VLT) aid payments due to 15 
counties, cities, towns and villages. These combined reductions totaled $75.9 million. It is not yet 
determined if this withheld aid will be paid to municipalities at a later date. 

If school aid is reduced, this would have a disparate effect on districts, depending on their mix of 
revenues. As previously noted, many high-need districts depend on this aid for more than half of 
their total revenues. Even a 5 percent mid-year reduction in school aid to such a district would likely 
require that district to make significant cuts to programming in order to end the year in balance.
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Potential Overall Impact
The effect on the bottom lines of New York’s local governments from the loss of these revenues 
will be profound. Without substantial help from the federal government, many local governments 
will likely be forced to make painful cuts to services, even if they have no additional costs for 
providing new services related to COVID-19. 

Figure 7 illustrates the gravity of the situation for a typical New York State county. As an entity 
that is already into the second quarter of its 2020 budget (as all counties across the State are), 
this typical county could experience substantial revenue shocks from both sales tax and State aid 
losses. The table makes some broad assumptions about the extent of these losses, which could 
occur over the last three quarters of the budget year (and continue thereafter). The assumptions 
used in the example, therefore, anticipate slightly smaller losses than the “full year” impacts 
projected by NYSAC and others. Property taxes for 2020 have mostly been collected, but since 
counties generally absorb the responsibility for delinquent property tax payments to school districts 
and other local governments, they might be expected to see some shock from that as well.

Figure 7

Potential Budget Impact of COVID-19 Related Revenue Losses on a Typical New York County, FYE 2020

Revenue Source
Budgeted  
for 2020

New  
Forecast  
for 2020 Difference

Percentage  
Change Assumptions Used

Sales Tax  $200,000,000  $165,048,544  ($34,951,456) -17.5%
Budgeted 3% increase over 2019 originally; now 
forecasting a 15% decrease for the full year, based 
on an "as expected" first quarter, followed by three 
quarters of steep drops.

Property Tax  $200,000,000  $196,078,431  ($3,921,569) -2.0%
Budgeted 2% increase over 2019 based on levy, 
mostly collected; now forecasting some loss due to 
making school districts whole in fall.

State Aid  $100,000,000  $78,431,373  ($21,568,627) -21.6%
Budgeted 2% increase over prior year originally; 
now forecasting a 20% decrease over 2019 due to 
potentially steep cuts in last three quarters.

All Other Revenues  $200,000,000  $196,078,431  ($3,921,569) -2.0%
Budgeted 2% increase over 2019; now forecasting 
losses of some services charges and other 
revenues.

Total Revenues  $700,000,000  $635,636,779  ($64,363,221) -9.2%

The difference between budgeted amounts and the 
new forecast is the potential budget gap for 2020, 
assuming that the budget was originally balanced, 
and that there were no additional costs (or savings) 
due to COVID-19, or that any such costs are entirely 
offset by federal stimulus funds.

Source: OSC calculations made using information from New York State Division of the Budget, New York Association of Counties and other sources.
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All towns, many cities and some villages also budget by the calendar year, with similar implications. 
Some may have “rainy day” funds in reserve that they can draw down to help absorb some of 
the revenue losses this year. However, not all entities have a great deal of money in reserve 
(unrestricted school district fund balances, in particular, are limited by law, and counties and cities 
often have smaller reserves proportionally than other local governments). Most will likely be forced 
to make reductions to staffing and associated services in order to balance budgets this year and, 
depending on the duration of the pandemic and its economic aftermath, may confront greater 
reductions in 2021.

While local governments that are partway through their fiscal year are trying to avoid ending the 
current year in a deficit, the State’s school districts and largest cities faced a different budgeting 
challenge: that of finalizing their budgets in the midst of tremendous uncertainty about the potential 
for mid-year State aid reductions. The specifics of these had still not been announced when school 
districts had to set their levies for public vote.22
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Federal Aid
Many local governments are looking to the federal government for assistance, as it has sometimes 
provided during other major economic crises. Federal aid is typically only a minor component of 
local revenues — about 5 percent of total revenues in 2018. However, during economic and other 
crises, federal government assistance can make a significant difference. Between 2008 and 2010, 
in response to the 2008-09 Great Recession, federal aid to local governments in New York overall, 
excluding New York City, increased by nearly 60 percent.23 

The CARES Act, enacted in March in response to the COVID-19 pandemic, allocates significant 
additional resources to State and local governments, but it is mostly targeted to paying for 
additional costs associated with the COVID-19 response. Two earlier relief bills – the Coronavirus 
Preparedness and Response Supplemental Appropriations Act and the Families First Coronavirus 
Response Act – also contained some provisions that affect local governments, as did a later bill 
– the Paycheck Protection Program and Health Care Enhancement Act.24 This federal aid takes 
several forms. (All amounts are nationwide, unless indicated otherwise.)

Coronavirus Relief Fund ($150 billion)

The Coronavirus Relief Fund created by the 
CARES Act appropriated funding for each state, 
allocating $7.5 billion to New York, a portion  
of which could go to local governments.25  

This funding is to be used to cover the costs  
of necessary expenditures incurred due to  
the COVID-19 public health emergency from 
March 1, 2020 to December 30, 2020. These 
funds were disbursed in late April.

Local governments with populations greater 
than 500,000 were eligible to apply directly to 
the U.S. Treasury Department for their shares. 
In New York, this included New York City and 
the counties of Erie, Monroe, Nassau, Suffolk 
and Westchester. It also included the Town 
of Hempstead (reducing Nassau County’s 
allocation).26 (See Figure 8.) 

11Industrial Development AgenciesUnder Pressure: Local Government Revenue Challenges During the COVID-19 Pandemic

Figure 8

 Coronavirus Relief Fund Payments 
New York State and Eligible 
Local Governments

Amount  
(In Millions)

 New York State $5,135.6

 New York City $1,454.7

 Suffolk County $257.7

 Westchester County $168.8

 Erie County $160.3

 Monroe County $129.4

 Nassau County $102.9

 Town of Hempstead $133.8

 Total $7,543.3

Source: U.S. Department of the Treasury.



Education Stabilization Fund ($30.75 billion)

The CARES Act established an Education Stabilization Fund, which consists of several subfunds, 
including the Elementary and Secondary School Emergency Relief Fund of $13.2 billion (90 
percent of which must be allocated to local school districts), and the Governor’s Emergency 
Education Relief Fund of about $3 billion (which can be allocated to primary, secondary and 
higher education institutions).27 Both of these subfunds are to be used for a number of listed 
purposes, but the Act provides for broad discretion in the use of the funds by school districts. 

New York will receive about $1.2 billion from the two subfunds.28 As discussed in the State Aid 
section of this report, the State plans to use most of this money to fund the “Federal CARES 
Restoration” that will counterbalance the expected Pandemic Adjustment to State school aid. The 
total of this restoration for all districts in the State, including New York City, is just over $1.1 billion.29

FEMA Disaster Relief Fund ($45 billion)

Existing law allows state and local governments to access funds for disaster relief through 
the Federal Emergency Management Agency (FEMA), after they have received a presidential 
declaration of emergency or major disaster.30 The CARES Act appropriates $45 billion in 
additional funds for disaster relief nationwide.31 Since a major disaster declaration was issued for 
New York on March 20, affected local governments can apply to FEMA for these funds.32 

In addition, FEMA will be administering another $400 million in federal grants for several 
programs, including Assistance to Firefighters, Emergency Management Performance, and 
the Emergency Food and Shelter Program.33 These funding resources are meant to help meet 
emergency fire and medical response needs, advance national preparedness goals and support 
local social service provision of food and shelter.34

Municipal Liquidity Facility ($500 billion)

To help state and local governments manage cash flow pressures arising from the pandemic, the 
Federal Reserve established the Municipal Liquidity Facility (MLF) with the ability to purchase 
up to $500 billion of debt from eligible entities.35 Originally, only state governments, counties 
with 500,000 or more residents and cities with 250,000 or more residents qualified, but the 
municipal bond-buying program was expanded in June to allow states to designate up to two 
issuers each from a) other cities and counties, unless they already have at least two that meet 
the prior population requirements, and b) other debt issuers like mass transit systems, airports, 
etc. as borrowers. In New York, this program is available to a small number of local governments, 
including New York City, Buffalo, and Nassau, Suffolk, Westchester, Erie and Monroe Counties, 
and the State has also designated the Metropolitan Transit Authority.36 
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Other Local Aid Available in the CARES Act

The CARES Act directs additional resources to several existing programs that are normally available 
to fund local government-run programs, including, among others:

Community Development Block Grants ($5 billion)
The increase to the Community Development Block Grants program is intended to provide disaster 
recovery funding targeted to low- and moderate-income persons, as well as to address immediate 
health and safety threats to residents.37 

State and Local Law Enforcement Assistance ($850 million)
This appropriation will provide additional COVID-19 related funding for the U.S. Department of 
Justice’s Edward Byrne Memorial Justice Assistance Grant program.38 Byrne Grants provide 
funding for, among other things, staffing and the medical needs of inmates of prisons, jails and 
detention centers.39 

Economic Adjustment Assistance Program ($1.5 billion)
The CARES Act increases funding for the Economic Adjustment Assistance program by nearly 
five times recent appropriations. This program emphasizes coordinated, long-term, regional and 
strategic responses to economic recovery, such as will likely be needed in the wake  
of the pandemic.40 

Child Nutrition Programs ($8.8 billion)
Additional funding for the National School Lunch Program and the School Breakfast Program is 
meant to ensure that children receive meals while school is not in session, and is effective through 
September 30, 2021.41 

Rural Broadband ($125 million)
Additional funds to help rural communities increase access to internet resources include $100 
million to the U.S. Department of Agriculture’s Rural Utility Service ReConnect program, which 
provides loans and grants for the cost of construction, improvement, or acquisition of facilities and 
equipment needed to provide broadband service to rural areas.42 There is also $25 million in funding 
to improve access to telecommunications required for distance learning.43
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Conclusion
Even though New York State is opening back up, its local governments are only beginning to feel 
the profound impact of COVID-19 on their revenues. Statewide local sales tax collections declined 
by 24 percent in April and 32 percent in May. Collections will likely continue to decline over the 
next several months, though perhaps not at the same rate, and further mid-year reductions in 
State aid are still possible.44 This combination puts counties, cities and less-wealthy school 
districts in an especially tenuous position. The property tax, which is the other primary source 
of revenue for most local governments, is more stable but is not able to make up for losses in 
other revenues as it once did. Federal aid thus far has been helpful but does not address revenue 
losses that will negatively affect most local governments. 

Local governments may be able to take steps to help mitigate a few of these risks. Some are 
already employing creative cost-containment strategies to provide new services with existing 
funding, such as redeploying existing staff to meet extraordinary new needs. The necessity for 
social distancing has also motivated local governments to utilize work-from-home options, as well 
as expand online and other innovative methods of providing services. Some of these that they have 
found successful may be continued and improved in the future. 

In difficult times, it is also particularly important to follow sound liquidity management policies. 
Multiyear financial planning, while more difficult in times of crisis, is an important tool for managing 
risk in the budgeting process, including how and when to use fund balance and reserves.

However, these are exceptional circumstances, and many local governments will only be able to 
do so much before taking more drastic measures that will have a major impact on local services. 
Indeed, many local governments have already begun announcing impending budget gaps and 
associated staff layoffs.45 

The Comptroller tracks local government fiscal stress, and will be monitoring this situation as it 
unfolds, in order to inform New Yorkers and federal decision makers as they make crucial choices. 
He will continue to report on the financial condition of local governments, as well as providing 
training and guidance to assist them through these difficult times. The Comptroller is committed 
to working in partnership with local governments and other stakeholders to find solutions and help 
build a safer and more prosperous future.
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