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Overview

In New York State, there are 62 cities, located mostly along the Erie Canal and throughout the Hudson 
River Valley. Cities are general-purpose municipal corporations that provide an array of municipal 
services such as police, fire, parks and zoning. This report provides an overview of their finances, 
including data for city fiscal years ending in 2004 and 2005.

In 2005, New York’s cities ranged in size from the City of Sherrill, with a population of 3,165 and a 
taxable property valuation of $126.3 million, to New York City, with a population of 8,213,839 and 
a taxable property valuation of $470.5 billion. Indeed, New York City dwarfs the total population of 
all the State’s other cities combined (2,226,356). Due to this disparity, much of the analysis in this 
document treats New York City separately from the rest of the State or excludes it.

The historical development of cities began in 1777, when the State recognized the pre-existing 
charters of the cities of Albany and New York. After 1777, each new city was created by special act 
of the Legislature. The incorporation of the City of Rye in 1942 marked the last time the Legislature 
recognized a city charter.

Formed to provide urban services to key population centers, cities generally experienced population 
growth until the 1940s. With this growth came the need to provide additional and occasionally unique 
services to their populations. Cities, however, did not have the ability to respond to changing service 
needs without petitioning the Legislature to amend their charters. 

Responding to the rapidly changing environments and needs of cities, the Legislature passed several 
laws affecting cities, culminating in the Municipal Home Rule Law in 1963. This law removed the need 
for the Legislature to act upon changes to city charters, instead granting cities and their residents the 
ability to make changes on their own. The law also allowed cities to act on most other issues dealing 
with their own “property, affairs or government” while prohibiting the Legislature from acting on the 
same issues. This broad grant of power has allowed New York’s 62 cities to enact a variety of local laws 
over time. Each city’s ordinances and charter lay out the scope of its legal powers, duties and functions.
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Population and Employment

The second half of the 20th century was a time of decline for New York’s cities, with most losing 
population share, and often total population, to surrounding suburban towns. As middle-class and 
wealthier inhabitants left for the suburbs, New York State’s cities faced increasing fiscal stress from 
the combination of concentrated poverty and eroding tax bases.

Outside of New York City, total city population declined by 24.4 percent from 1950 to 2000, with the 
largest declines in big upstate cities. In fact, during that period, the City of Buffalo had the fourth–
highest population decline among all large cities nationwide, and Rochester and Syracuse experienced 
five consecutive decades of population loss. Census estimates for 2005 show a continued overall 
decline for cities outside of New York City of 0.4 percent annually between 2000 and 2005. Some 
cities, however, did gain population and the rate of decline seems to be slowing. In fact, cities in the 
Hudson Valley region had an overall population increase in the five-year period (1.8 percent), with only 
one out of 12 losing population. All the cities in the Western New York region, however, experienced 
population loss–losing 1.7 percent of total city population–during this period. 
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New York City’s population declined by nearly 1 million people during the 1950s, 1960s and 1970s,
 but rebounded during the 1980s and 1990s for a moderate gain (1.5 percent) during the 50-year period. 
The City’s population increased 2.6 percent from 2000 to 2005, for a total of 8,213,839. New York 
City’s population growth rate was slightly better than the average for cities in both the Long Island 
and Hudson Valley regions (-0.3% and 1.8%, respectively).

Although New York City’s unemployment rate has been consistently higher than that of the State as a 
whole, especially after 9/11, other large cities (with populations of 25,000 or greater) have experienced 
lower unemployment rates, on average, than the State during the five-year period from 2000 to 2005. 
Starting at a low of 4.1 percent in 2000, at the peak of the last economic boom, unemployment rose 
somewhat through the next few 
years, to a high of 5.8 percent in 
2003, then declined to 5.1 percent 
in 2005. Saratoga Springs, with an 
unemployment rate of 3.5 percent in 
2005, had the lowest unemployment 
rate, and White Plains had the second-
lowest rate of 3.6 percent. The next 
three lowest cities were Long Beach, 
Ithaca and Glen Cove. Generally, 
upstate cities continued to experience 
higher unemployment rates than 
downstate cities in 2005. Niagara 
Falls led the pack with 6.8 percent, 
and Buffalo, Elmira, Rochester and 
Newburgh were also in the top five. 

While most cities in the State experienced fluctuations in unemployment over the five-year period, 
the cities of Binghamton, Rochester and Niagara Falls encountered more severe fluctuations in 
unemployment, as growth in retail and business services was followed by declines in the electronics 
and manufacturing industries.
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Revenues 

Excluding New York City, city 
revenues totaled $3.63 billion for fiscal 
year 2005—with real property taxes 
representing the largest single source 
of revenue (28 percent) followed by 
other revenues generated through fees 
and fines (27 percent). Sales and other 
non-property taxes together provided 
20 percent of city revenues, followed 
by State aid (18 percent) and Federal 
aid (7 percent). Total city revenues 
grew 25 percent with an annual 
average growth of 4.5 percent 
between 2000 and 2005.

Overall the revenue breakout for New York City is similar, although non-property taxes, which 
include the City’s personal income tax as well as its sales tax, provide the bulk of revenue for the 
City (28 percent). Other significant revenue sources include real property taxes (18 percent), State 
aid (17 percent) and Federal aid (13 percent). New York City’s revenues have increased by an average
 of 6.6 percent annually between 2000 and 2005. 

Property Taxes 

At $987.1 million, property taxes were the largest single source of revenue for cities outside of New 
York City in 2005, and have been growing rapidly in recent years. Property taxes were also the second-
fastest growing major source of 
revenue from 2004 to 2005, increasing 
by 7.8 percent. Average annual growth 
for property taxes from 2000 to 2005 
has been 5.2 percent, more than 
double the average annual inflation 
rate of 2.5 percent for that period. 
While real property tax revenue 
comprised 28 percent of total revenues 
on average, real property tax revenues 
as a percent of total revenues varies 
from city to city, ranging from a low 
of 11 percent in Salamanca to a high 
of 50 percent in Rye.
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The Office of the State Comptroller collects property tax 
information in two ways – as revenue data, after it has been 
collected, and as levy data, when tax bills are generated. 
Since levy information is available prospectively, it is more 
recent than the revenue data discussed elsewhere in the 
report. The levy numbers do not match revenue exactly, 
since local governments do not always collect all that they 
bill (and, conversely, may collect retroactively on payments 
from prior years). However, they are usually quite close, 
and levy data may be used to update the discussion of this 
revenue source through 2006.

City property tax levies experienced 
average annual increases of 4.6 
percent from 2001 to 2006 (4.3 
percent from 2000 to 2005)—
significantly higher than the average 
annual inflation rate of 2.5 percent 
for that period. This is in sharp 
contrast to very minimal property tax 
levy increases (averaging 0.5 percent 
per year) that occurred between 1995 
and 2000. The difference was partly 
due to the strong economy during 
the earlier period, which contributed 
to strong sales tax and other 
revenue growth. Lower property taxes from 1995 to 2000 were also due to slower growth in certain 
expenditures, such as health and other employee benefits, which increased much more rapidly between 
2001 and 2006. Since property taxes are generally used to 
balance municipal budgets after accounting for all other 
sources of revenue, property taxes were bound to increase 
as costs increased and other revenue growth slowed.1 

Despite levy increases, tax rates from 2001 to 2006 generally 
declined, from $14.36 per $1,000 of full market value to 
$12.11 per thousand, mostly due to increases in property 
values during the period. However this trend is very regional, 
as becomes obvious when comparing upstate and downstate 
cities. Downstate city property tax rates decreased by an 
average annual rate of 6.6 percent to $8.14, while upstate city 

1 For more information, please see Property Taxes in New York State, Office of the State Comptroller.

l d l h

0

100

200

300

400

500

600

700

800

900

2000 2001 2002 2003 2004 2005 2006
Downstate Upstate

City Tax Levies

The Office of the State Comptroller 
collects property tax information in 
two ways – as revenue data, after it 
has been collected, and as levy data, 
when tax bills are generated.

Since property taxes are generally 
used to balance municipal 
budgets after accounting for 
all other sources of revenue, 
property taxes were bound to 
increase as costs increased and 
other revenue growth slowed.

M
ill

io
ns



2007 Financial Report on Cities OFFICE OF THE STATE COMPTROLLER6

property tax rates increased at an 
average annual rate of nearly 1 percent 
to $17.74 in 2006. The divergence 
between upstate and downstate 
property tax rates can be explained 
by differences in property value. For 
most upstate communities, stagnant 
property values have meant that tax 
levy increases can only occur through 
tax rate increases. For downstate 
communities, rapidly increasing 
property values have resulted in a 
decline in downstate full value tax 
rates while total levies have increased.

Sales and other Non-Property Taxes 

In addition to the State’s sales tax rate of 4 percent, counties have the ability to levy additional sales tax 
at a rate of up to 3 percent. However, the State Legislature has authorized most counties to impose an 
additional 1 percent on top of the 3 percent local sales tax rate and, in select cases, have authorized total 
local sales tax rates of over 4 percent. 

Generally, the local sales tax is levied at the county level and proceeds are distributed to other units of 
government within county boundaries, including cities, in accordance with local sharing agreements. 
However, cities have the right to preempt the county sales tax and levy their own tax within their 
borders rather than take a distribution from the countywide tax collection; 22 cities currently do so. 
Most cities preempt at the statutory rate of 1.5 percent, although several cities have received special 
legislative authorization to levy higher 
rates including four cities (New York 
City, Oswego, Fulton and Yonkers) 
which levy rates of 4 percent.

In 2005, sales taxes were the third-
largest revenue source for cities, 
accounting for 17 percent of the total 
revenue, on average, for all cities in 
2005. Sales taxes as a percent of total 
city revenue ranged from a high of 
31 percent (Oswego) to a low of 2.3 
percent (Long Beach). City sales tax 
revenues for all cities outside New 
York City increased by 4 percent 
annually from 2000 to 2005.
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The Big Four cities of Buffalo, Rochester, Syracuse and Yonkers together experienced an average annual 
sales tax revenue growth of 5.3 percent from 2000 to 2005. The State’s small cities experienced annual 
average growth of 3.1 percent—below the State average of 4 percent. New York City grew a bit faster, 
averaging 4.4 percent growth. Nine cities also relied more heavily on the sales tax as a revenue source 
than on the property tax.2

In addition to the local sales tax, local governments outside New York City impose an assortment of 
other non-property taxes, such as the utilities gross receipts tax, consumer utility tax, Off-Track Betting 
surtax and others. While these taxes provide significant revenues to local governments, these revenues 
grew much more slowly than sales tax revenues between 2000 and 2005, averaging annual growth of 1.5 
percent (including Yonkers’ personal income tax revenues).3

State Aid

State aid to cities (excluding New York City) accounted 
for $657.4 million in 2005, representing 18 percent of total 
city revenues. State aid revenues were the second-fastest 
growing revenue category for cities between 2000 and 2005, 
growing at an annual average rate of 6.0 percent. Of the State 
aid that was distributed to cities in 2005, 63 percent was 
general purpose aid. Transportation and highway-related aid 
accounted for another 6.8 percent. The remaining 30 percent 
in other State aid came from a collection of various state aid revenue streams such as court facilities, 
indigent legal services, health services, real property tax administration, and capital projects.

Although State aid grew by an annual average of 6.0 percent from 2000 to 2005, much of this 
was due to a substantial increase in unrestricted aid (also known as revenue sharing) in fiscal year 
2005 of 9.8 percent. This was due to the first of several increases from the Aid and Incentives for 
Municipalities (AIM) program, which consolidated the General Purpose Local Government Aid, 
Emergency Financial Aid to Certain Cities, Emergency Financial Assistance to Eligible Municipalities, 
Supplemental Municipal Aid and a portion of Small Government Assistance into one program. More 
recent State budgets have continued to increase unrestricted aid to cities.

While providing across-the-board increases of 12.75 percent for all cities (with the exception of New 
York City, which did not receive an increase through the AIM program), all were subjected to new 
accountability measures in order to receive AIM aid. These measures include:

• The development of a three-year (multiyear) financial plan.
• Demonstration of how the additional aid will be used to minimize property tax rate growth.
• Pursue efficiencies in current operations, especially through the use of shared services.

2 The nine cities that relied more on sales tax revenue than property tax revenue are Batavia, Fulton, Oneida, Oswego,
 Rochester, Syracuse, Watertown, Watervliet and White Plains.
3 For additional information about this issue, please see Local Government Sales Taxes in New York State:  Description, Trends 
 and Issues, Office of the State Comptroller.

State aid to cities (excluding New 
York City) accounted for $657.4 
million in 2005, representing 18 
percent of total city revenues.
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In 2005, New York’s “big four” cities (Buffalo, Rochester, Syracuse and Yonkers) received 65 percent 
of the new funds, ($300 million) compared with 35 percent ($164 million) for the remaining 57 
smaller cities.4

Federal Aid

Federal aid, which accounted for the smallest percent of total city revenues in 2005 (7 percent), was the 
fastest-growing revenue source from 2000 to 2005, growing on average by 7.1 percent, despite an 8.8 
percent decline from 2003 to 2005. Federal aid to cities (excluding New York City) totaled $255 million, 
with the majority provided through Community Development Block Grants (39.2 percent). Other 
significant federal aids include aid for rental assistance (16.7 percent) and general aid for capital projects 
(10.9 percent).

Other Revenues

Cities also derived revenues from 
a variety of sources such as fees 
and fines. Of these other revenues, 
water and sewer fees accounted for 
23 percent and 12 percent of all city 
revenues, respectively, in 2005. Other 
departmental income accounted for 
another 9 percent, and other local 
governments provided another 6 
percent.

Unclassified revenues, which together 
accounted for nearly half of other 
revenues, consist of a variety of 
revenue sources such as fines and 
forfeited bail. For most small cities, these revenues represented a small percentage of total revenues 
but for a few very large cities, other revenues generated through the sale of airport fees and rentals, 
electrical power, parking fees and recreational facility charges represented a much larger percentage 
of total revenues.

4 For additional information about this issue, please see Local Government Issues in Focus: Revenue Sharing in New York State, 
 Office of the State Comptroller.
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Tax and Debt Limits

While the property tax is the revenue source over 
which local governments have the greatest control, 
there are constitutional and statutory limits on the 
amount of revenue which can be levied through 
property taxes and the amount of debt that can 
be issued. An increasing number of municipalities 
are approaching their tax or debt limits, placing local 
budgets under great stress. 

In cases where local governments exceed tax limits, the State Comptroller is statutorily required 
to withhold certain State aid payments, potentially worsening an already declining fiscal situation. 
Currently, local governments which have exhausted 80 percent or more of their tax limits are notified 
that they are in a potentially serious situation. This is a threshold indicative of reduced revenue 
generating capacity, and the point at which municipalities must pay close attention to their level 
of tax levy and exclusions, given their narrowing tax margin.

As of fiscal year 2006, almost 15 percent of all cities (nine in all) in the State had utilized in excess of 
80 percent of their tax limits. Of these nine cities, four are within 3 percent of reaching their total tax 
limit and thus have very little capacity for generating additional revenue through increased property 
taxes (New York City, Gloversville, Lackawanna, and Niagara Falls). While the City of Gloversville has 
reduced the percent of property tax limit exhausted from a maximum of 100 percent to 97.6 percent, 
the City still faces severe fiscal stress. The City of Niagara Falls is also facing severe fiscal stress, as it 
has exhausted 97 percent of its available tax limit, up from 91 percent in 2005.

The five largest cities of New York State – New York City, Buffalo, Rochester, Syracuse and Yonkers 
– must fund not only municipal-purpose expenses but also the expenses of their dependent school 
districts under the tax limit. Thus it is not surprising that three of the State’s five largest cities are over 
80 percent of their limits, New York City (99 percent), Buffalo (92 percent) and Rochester (88 percent). 
However, Yonkers’ real property values have increased so significantly in recent years that large levy 
increases would not cause the City to approach its limit, and New York City has benefited both from 
property value increases and a more complex revenue structure.

Data for the 2005 fiscal year suggest that most municipalities are not in danger of exceeding their debt 
limits. However, four of the “Big Five” listed above are near or over 70 percent of their debt limit, with 
Buffalo exhausting 93 percent of its debt limit.

An increasing number of municipalities 
are approaching their tax or debt limits, 
placing local budgets under great stress.
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Expenditures

City expenditures (excluding New York City) totaled $3.79 billion in fiscal 2005—an increase of 3.3 
percent over the prior year and 21.6 percent over the five-year period from 2000 to 2005. On average, 
city expenditures grew by 4.0 percent annually, faster than the rate of inflation (2.5 percent annual 
average increase) during that time period. Overall expenditure growth was higher for New York City 
with an annual average increase of 6.4 percent.

Expenditures by Object

Current operations comprised 
80 percent ($3 billion) of total 
expenses for cities in 2005, with 
an annual average growth rate of 
4.4 percent from 2000 to 2005. 
The component parts of current 
operations are personal services 
(47 percent), employee benefits 
(24 percent) and contractual 
expenditures (29 percent). While 
personal services are the largest 
component of current operations 
expense, this category of expense 
has grown rather slowly, at 
an average annual rate of 2.2 
percent from 2000 to 2005. Similarly, contractual expenditures, which include spending on supplies and 
contractual services, grew by 2.3 percent per year on average during the period. Employee benefits, the 
smallest of the three expense categories, experienced the most rapid growth at an annual average rate of 
13.5 percent. 

Equipment and capital expenditures include equipment purchases, construction, improvement and 
acquisition of such fixed assets as public buildings, real property, streets, highways, bridges, sewers 
and other municipal facilities. In 2005, total capital and equipment outlay expenditures totaled $447.3 
million, reflecting about 12 percent of total expenditures for cities. From 2000 to 2005, this category 
increased by an average of 2.6 percent per year.

Debt service expenditures totaled $310.7 million (8 percent of total city expenditures) in 2005. 
Expenditures on principal payments totaled $195.6 million with an annual average increase of 4.1 
percent between 2000 and 2005. However, total interest payments on bonds and notes decreased 
by 0.3 percent per year during the same period. The decrease in interest payments is attributed to 
generally decreasing interest rates over the period.
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Expenditures by Function

Examining city expenditures by 
function illustrates a more detailed 
picture of city spending for 2005. 
The top three expense categories for 
cities are police, general government 
and fire services. Together these three 
functions accounted for over half of 
all city expenditures in 2005. The 
smallest expense category in 2005 
was health services, which includes 
expenditures for city hospitals and 
other health and ambulance services 
programs.

Generally, city expenditures grew for 
most functions between 2000 and 
2005. The largest growth was in police services which increased by 35.6 percent from $586.4 million to 
$795.4 million, or an average annual rate of 6.3 percent. The second fastest growing function of expense 
was fire services, which increased by 5.6 percent per year, on average.

Economic assistance and health services expenses for cities have decreased during the five-year 
period. Economic assistance services, which includes social service programs, experienced an average 

annual decrease of 2.5 percent (for a total 12 percent 
decline from 2000 to 2005). A closer look shows decreased 
expenditures in equipment and capital outlay for economic 
development projects as well as job training programs. Health 
expenditures, or spending on city hospitals, public health 
administration, vital statistics records, ambulance service 
and other health services, decreased by an average annual 
rate of 0.4 percent over the five-year period. Decreases in 
expenditures occurred mostly in ambulance services and 
drug counseling.
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Multiyear Financial Planning

To help cities focus on long-range planning as a tool for coping with these fiscal realities, a portion 
of State revenue sharing funds for cities are now contingent upon development of multiyear financial 
plans. In early 2006, all cities certified that they had 
created such multiyear financial plans, which had 
previously only been required of a handful of cities 
in fiscal stress.

In December 2006, OSC analyzed multiyear financial 
plans of cities across the State. The analysis of these plans 
indicates that, not surprisingly, most cities in the State are 
projecting budgetary gaps which grow in the out-years of 
their respective plans. For those cities projecting budget 
gaps, the average gap is projected to be 5.2 percent 
of total revenues in 2007 growing to 9.8 percent by 2009. Further analysis shows that projected 
gaps widen to serious levels in future years, with 10 cities projecting gaps in excess of 10 percent of 
revenues in 2009. Projected gaps exceeding 10 percent of revenues are generally indicative of severe 
fiscal stress.5

The 2007-08 State Budget restructures the State’s revenue sharing program, Aid and Incentives 
to Municipalities (AIM), to channel more aid to struggling upstate communities. Under new AIM 

formulas, cities, towns and villages will 
see increases totaling $50.4 million over 
their 2006-07 allocations. 

The AIM increases are linked to new 
fiscal accountability criteria. Cities 
receiving the largest increases in aid 
will again be required to develop 
multiyear financial plans as well as 
fiscal improvement plans and a fiscal 

accountability reports that demonstrate that the additional AIM funding was used to provide property 
tax relief, support essential economic development investments or fund cost-saving technology 
investments. The Office of the State Comptroller is charged with reviewing these comprehensive fiscal 
performance plans and can recommend withholding of additional state aid should a municipality fail 
to fully comply with the requirements.

5 For additional information about this issue, please see Local Government Issues in Focus: Fiscal Challenges Ahead for New York’s
 Cities, Office of the State Comptroller.

To help cities focus on long-range 
planning as a tool for coping with 
these fiscal realities, a portion of State 
revenue sharing funds for cities are 
now contingent upon development of 
multiyear financial plans.

The Office of the State Comptroller is charged with 
reviewing these comprehensive fiscal performance 
plans and can recommend withholding of additional 
state aid should a municipality fail to fully comply 
with the requirements.
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