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CITY OF WATERTOWN
Overview
Watertown, the seat of Jefferson County, is a small 
city of 27,023 residents. In recent decades, the City’s 
population has fluctuated between 26,700 and 29,500. 
The Fort Drum military base, located a few miles 
northeast of the City, has helped shore up Watertown’s 
population and economic base. Over 19,000 soldiers 
are assigned to Fort Drum. In addition, approximately 
4,500 civilians work on or near the base. 

The City enjoys a stable property tax base and its 
median home value is higher than that of the median 
city in the State. The home ownership rate of 43 
percent is somewhat lower than that of the median city, 
due in part to high demand for rental units from families 
associated with Fort Drum. The unemployment rate 
stood at 9.2 percent in 2012—slightly higher than the 
rate for the State as a whole. In addition to traditional 
revenue sources, Watertown receives revenues from 
its hydroelectric plant and for providing water treatment 
and sewer services to surrounding communities, 
including Fort Drum. 

The City has paid down a significant amount of debt.  
As a result, its debt service costs in 2011 accounted 
for 7.0 percent of expenditures, down from 20 percent 
in 2001. This positive trend, along with the City’s 
substantial fund balance and a large tax margin, leave 
Watertown well positioned to cope with current and 
future fiscal challenges. 

However, the City’s financial plan calls for drawing 
down fund balances in addition to implementing modest 
increases in property taxes, utility rates and water/
sewer rates to close projected budget gaps over the 
next several years. If implemented, these drawdowns 
could limit the City’s ability to respond to future 
economic challenges.

• Watertown’s median household 
income is $37,514, below both the 
statewide figure ($56,951) and the 
median for all cities ($38,699). 

• The percentage of the City’s families 
living in poverty is 18.5 percent—
higher than the median of 15.1 
percent for all New York cities.

• In 2011, sales and use taxes 
accounted for 30.4 percent of 
Watertown’s total revenues, 
compared to 20.5 percent for cities 
statewide. Real property taxes 
accounted for only 13.1 percent 
of revenues, lower than the 25.6 
percent share for cities statewide.

• The City has exhausted 6 percent of 
its Constitutional Tax Limit, leaving 
it with an available tax margin of 
$18.5 million in 2012.

• Watertown is in close proximity to 
the Fort Drum military base and has 
benefited from the economic impact 
of that facility. The base’s estimated 
direct economic impact on the 
region was $1.4 billion in 2011-12.

• A long history of healthy general 
fund balances has helped the City 
earn a high credit rating that has 
kept its borrowing costs low. 



Population and Economic Factors

The City of Watertown, population 27,023, is located in Jefferson County. Like many upstate 
cities, it experienced substantial population growth during the first half of the twentieth century, 
followed by a decline. Between 1900 and 1950, Watertown’s population grew by 58 percent, 
from 21,696 to 34,350. By 1980, the population had dropped to 27,861. Since then, the City’s 
population has fluctuated between 26,700 and 29,500. 

The Fort Drum military base, located 
a few miles northeast of the City, has 
helped stabilize the City’s population 
and strengthen the local economy. The 
base has over 19,000 active military 
personnel and as many family members. 
In addition, over 4,500 civilians work on 
or near the base.1 Approximately one-
third of the soldiers and their families 
live in the surrounding community rather 
than on the base.2 Analysis conducted 
by the Fort Drum Plans, Analysis, and 
Integration Office estimates the total 
direct economic impact of Fort Drum 
on the surrounding communities at $1.4 
billion for the October 2011 - September 
2012 period, down slightly from the previous year. Salary and benefits earned by soldiers and 
civilian employees assigned to the base account for $1.2 billion of the direct impact. The base’s 
impact fluctuates according to the staffing levels and activities at the base. No significant 
changes in base population are projected through 2019.3 

The percentage of families living in poverty in Watertown was 18.5 percent in 2011—7.5 
percentage points higher than the statewide rate of 11.0 percent, and 3.4 percentage points 
higher than the median of 15.1 percent for New York cities.4 The median household income 
in 2011 was $37,514, well below the statewide figure of $56,951, but only slightly below the 
median of $38,699 for New York State cities. 

In 2012, Watertown’s unemployment rate stood at 9.2 percent, slightly above the statewide rate 
of 8.5 percent. Since 2000, Watertown’s unemployment rate has generally been slightly higher 
than the rate for the State as a whole. 
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Tax Base

Watertown’s property values remained relatively stagnant during the early part of the decade, 
and then increased sharply, by 74 percent from 2005 to 2010. The growth in property values 
in Watertown was markedly higher than that of other cities located in upstate New York. Since 
2010, the City’s property values have remained fairly steady, which has also been the case for 
upstate cities in general. 

Watertown’s median home value 
of $116,700 is 17.1 percent higher 
than the median value of $99,700 
for all cities. The City’s rate of home 
ownership (43.0 percent) is below the 
median for cities in New York State 
(50.5 percent) and its vacancy rate 
(8.7 percent) is below the city median 
(10.4 percent) as well. 

Just under one-third of the City’s 
property is tax exempt (30.9 percent), 
lower than the rate for the median 
city (32.3 percent), but higher than 
the statewide figure of 26.2 percent. 

As of 2012, Watertown had 
exhausted only 6.5 percent of its 
Constitutional Tax Limit (CTL)—the 
lowest percentage by far of any 
city in the State. The statewide 
city median is 43.6 percent.5 
Consequently, Watertown has a 
sizable tax margin of $18.5 million, 
which provides the City with 
flexibility to address unforeseen 
expenses and to make ongoing 
infrastructure investments. 

Housing Statistics, 2011
Watertown Median City

Home Ownership 43.0% 50.5%

Median Home Value $116,700 $99,700

Vacant Units 8.7% 10.4%

Exempt from Tax 30.9% 32.3%

Sources: U.S. Census Bureau, NYS Department of Taxation and Finance
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Note: Upstate includes all counties except Dutchess, Nassau, Putnam, Orange, Rockland, 
Sullivan, Suffolk, Westchester, Ulster, and the five boroughs of New York City. New York 
City is also excluded from the “All Cities” figures.

Sources: OSC; NYS Department of Taxation and Finance
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Revenues and Expenditures

Overall, Watertown’s revenues grew at an average annual rate of 4.0 percent between 2001 
and 2011, compared to an average growth rate of 3.4 percent for all cities in the State. 
Watertown’s revenues from real property taxes and federal aid contracted modestly between 
2001 and 2011, while sales and use tax revenues grew at an average annual growth rate of 
5.2 percent. 

Compared to other New York cities, 
Watertown is less reliant on property 
taxes and State and federal aid, but 
more reliant on sales taxes. In 2011, 
real property taxes accounted for only 
13.1 percent of revenues, significantly 
less than the 25.6 percent for all 
cities, and down from 21.4 percent 
in 2001. State aid accounted for 
11.4 percent of revenues in 2011 
compared to 20.0 percent for cities 
statewide. On the other hand, sales 
and use taxes accounted for 30.4 
percent of Watertown’s revenues in 
2011, compared to 20.5 percent for 
all cities. The City’s sales tax sharing 
agreement with Jefferson County 
allocates 24.0 percent of the revenue 
generated by the 3.75 percent county 
sales tax to the City. 

The Salmon Run Mall, located in 
the Town of Watertown, attracts 
Canadian shoppers who also 
patronize City businesses. Beginning 
in June 2012, Canada increased 
duty-free shopping limits, providing an 
additional incentive for Canadians to 
hunt for bargains south of the border.6 
According to Statistics Canada, New 
York State is the top destination 
for international overnight travel 
by Canadians travelling to the U.S. In the third quarter of 2012, Canadians made 1.7 million 
overnight visits to New York State, up 16.6 percent from the same period in 2011. They spent 
an estimated $607 million (in Canadian dollars) in the State.7 Watertown sales receipts are also 
bolstered by families and contractors from Fort Drum. 
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Note: The share of revenues in the “Other” revenue category is unusually high for 
Watertown compared to other cities because it includes $6.5 million in interfund transfer 
revenues associated with the City’s self-insurance functions. 
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Watertown’s revenues include income from a hydroelectric project located on the Black River. 
The City has an agreement with National Grid requiring the company to purchase the excess 
power produced by the project.8 The City also receives revenues from providing water and 
sewage treatment services to Fort Drum and outlying communities through an agreement with 
the Development Authority of the North Country.9 

Like most other cities, towns and villages in New York, Watertown receives funding from the 
State through the Aid and Incentives for Municipalities (AIM) program. AIM is the primary source 
of State aid for cities. In recent years, AIM funding has declined or been stagnant as the State 
has worked to address budget gaps during the recent recession. Between 2008-09 and 2012-
13, AIM payments to cities (excluding New York City) decreased by $43.7 million. Watertown’s 
AIM funding dropped from $5.1 million to $4.7 million during that period. The City is slated to 
receive $4.7 million again in 2013-14. That equals $174 per capita, which is above the statewide 
median for cities of $147 in AIM funding per capita. In the 2012-13 Enacted State Budget, the 
City (along with 12 other cities with a different fiscal year than the State) received a spin-up of 
AIM, resulting in a one-time revenue boost of $3.1 million.10 

Watertown’s expenditures grew at 3.4 percent annually during this period, the same rate as that 
for cities statewide. The City spent less on public safety (police and fire protection) and general 
government operations than other cities, but considerably more for employee benefits. For cities 
statewide, more than 22 percent of total spending was for employee benefits in 2011, up from 
13 percent in 2001. In Watertown this trend is even more pronounced. By 2011, 35 percent of 
spending was driven by this purpose compared to 19 percent in 2001. 

Since 2001, Watertown has been paying down its debt and, as a result, debt service costs have 
declined as well, in both nominal terms and as a share of total expenditures. By 2011, debt 
service accounted for 7.2 percent of expenditures, down from 19.6 percent in 2001. Over that 
period, expenditures for debt service decreased 6.5 percent on an average annual basis.

Current Budget Condition

In recent years, Watertown has benefited from healthy fund balances. According to its most 
recent annual financial report filed with OSC, the City’s General Fund had a balance of $8.9 
million in 2012, or 15.9 percent of expenditures. 

The City includes multiyear financial planning as part of its budget process. In its five-year plan 
for fiscal years 2012-13 through 2016-17, the City forecasts recurring deficits in the combined 
three major funds (general, water and sewer) of between $1.9 million and $2.3 million per 
year. The plan calls for closing the deficits through modest increases in property taxes, water 
and sewer rates, and appropriation of fund balances. Between 2012-13 and 2016-17, the City 
projects that its unrestricted general fund balance will fall by 70 percent to $2.6 million, or 4 
percent of projected revenues.11 Such a depletion of the fund balance could limit the City’s 
flexibility in dealing with unforeseen contingencies and future economic downturns. 
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In the longer term, 
Watertown’s fiscal 
condition could suffer if 
the number of soldiers 
assigned to Fort Drum 
dropped, resulting in a 
contraction of economic 
activity in the region. 
However, the population 
at the base is not 
projected to drop during 
the next few years. The 
City’s proximity to Canada 
presents both benefits as 
well as risks depending 
on the relative strength 
of the Canadian and American dollars. When the American dollar is relatively weak, Canadians 
come to New York where they enjoy greater purchasing power. When the American dollar is 
strong, however, Canadians are less likely to shop in the U.S. and North Country residents may 
head north to do some of their shopping. As noted above, a recent increase in duty-free limits 
has encouraged cross-border shopping by Canadians and data from Statistics Canada confirms 
an increase in overnight visits by Canadians to New York State.

Bond Ratings and Debt

In June 2011, Moody’s Investors Service upgraded the City of Watertown’s general obligation 
debt one notch to Aa3 from A1. Moody’s cited the City’s strong reserves, manageable debt 
level, good fiscal management and increasing role as a regional economic center as factors 
justifying the upgrade.12 

The City had outstanding debt of $28.2 million at the end of 2011 and had exhausted 19 percent 
of its Constitutional Debt Limit, compared to a median of 24 percent for all cities. Watertown’s 
total long-term outstanding debt burden per capita is $1,045 and debt as a percentage of full 
value is 2.7 percent, compared with the median city’s outstanding debt of $1,369 per capita or 
3.0 percent of full value.
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Watertown vs. All Cities and New York State

Population 2010: 27,023 City of  
Watertown

All Cities (excluding NYC) New York 
StateMedian Aggregate

Demographic Indicators

Percentage Change in Population,1950-2010 -21% -20% -25% 31%

Median Household Income, 2011 $37,514 $38,699 N/A $56,951 

Percentage of Families in Poverty, 2011 18.5% 15.1% 17.5% 11.0%

Unemployment Rate, 2012 9.2% 9.2% N/A 8.5%

Property Value Indicators

Median Home Value, 2011 $116,700 $99,700 N/A $301,000 

Percentage Change in Full Value, 2007-2012 27.5% 11.6% -1.3% 5.4%

Owner-Occupied Housing Units, 2011 43.0% 50.5% 35.9% 54.8%

Property Vacancy Rate, 2011 8.7% 10.4% 10.0% 10.7%

Percentage of Property Value That Is Tax 
Exempt, 2011 30.9% 32.3% 35.4% 26.2%

Revenue and Tax Indicators
State Revenue Sharing Aid (AIM) per Capita, 
SFY 2012-13 $174.04 $146.80 $289.50 N/A

Tax Limit Exhausted, 2012 6.5% 43.6% N/A N/A

GF Unreserved Fund Balance as a  
Percentage of Revenue, 2007 31.6% 13.4% 15.7% N/A

GF Unreserved Fund Balance as a  
Percentage of Revenue, 2011 30.9% 13.3% 12.9% N/A

Source: U.S. Census Bureau, American Community Survey, 5-year estimates, 2007-2011 and 2010 Census; Department of 
Taxation and Finance; New York State Labor Department; Office of the State Comptroller.

1 Fort Drum Plans, Analysis, and Integration Office. Fort Drum Economic Impact Statement Fiscal Year 2012, p. 7.
2 City of Watertown, Jefferson County, New York, 2011, General Obligations, $2,035,000 Public Improvement 

(Serial) Bonds Official Statement, pp. 12-13. 
3 Fort Drum Economic Impact Statement, op.cit., pp. 3-7.
4 Throughout this report, references to all cities, downstate cities, or the median city exclude New York City.
5 The Constitutional Tax Limit caps the total amount of property tax a city can levy at 2 percent of the five-year 

average of its full value with certain exclusions. 
6 Statistics Canada, “International Travel Account, Fourth Quarter 2012,” February 27, 2013. Accessed online on 

4/17/2013 at: http://www.statcan.gc.ca/daily-quotidien/130227/dq130227b-eng.pdf.
7 Statistics Canada, “Characteristics of International Overnight Travelers, Third Quarter 2012,” February 26, 2013. 

Accessed online on April 15, 2013 at: www.statcan.gc.ca/daily-quotidien/130226/dq130226c-eng.htm. The 
U.S. dollar traded between $1.04 and $0.97 Canadian during the quarter. For historical currency conversions, see: 
http://www.oanda.com/currency/historical-rates/. 

8 City of Watertown, Official Statement, pp. 12-13.
9 Ibid, pp. 13-14. 
10 The “spin-up” consisted of accelerating the AIM payment schedule such that payments made in State fiscal year 

2013-14 fell within the cities’ 2012-13 fiscal year.
11 Adopted Budget Fiscal Year 2012-2013, p. 309-19.
12 Moody’s Global Credit Research, New Issue: Moody’s Upgrades City of Watertown’s (NY) Rating to Aa3 from A1 

and Assigns Aa3 Rating to $2 Million G.O. Public Improvement (Serial) Bonds, 2011. June 13, 2011.
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Mailing Address  
for all of the above:

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

email: localgov@osc.state.ny.us

DirectoryCentral Office
Division of Local Government and School Accountability

Executive  ..................................................................................................................................................................474-4037
 Nathaalie N. Carey, 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 ...............................(855)478-5472 or 408-4934  
 (Electronic Filing, Financial Reporting, Justice Courts, Training)

New York State Retirement System
Retirement Information Services

Inquiries on Employee Benefits and Programs .................................................................474-7736

Bureau of Member Services ................................................................................................................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

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

Andrew A. SanFilippo, Executive Deputy Comptroller

Thomas P. DiNapoli • New York State Comptroller
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DirectoryRegional Office
Division of Local Government and School Accountability

Andrew A. SanFilippo, Executive Deputy Comptroller   

Nathaalie N. Carey, Assistant Comptroller  (518) 474-4037

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 – 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 - 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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