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Introduction  

 

The Center for Research, Regional Education and Outreach at the State University of New York at 

New Paltz is undertaking a series of analyses of county operations on a variety of topics under 

contract with the Ulster County Comptroller. This initial report examines trends in Ulster County 

revenues, with particular emphasis on projection and collection of own-source revenues (sales and 

property taxes) and the appropriated fund balance.   

 

Consideration of revenue trends is useful for identifying, understanding and assessing patterns of 

county government financial decision making by elected leaders. This makes government more 

transparent and understandable to ordinary citizens, and allows them to make a fair assessment of 

whether leaders are being prudent and responsible as custodians and users of the tax resources made 

available to them.  

 

It is important to remember that all budgetary processes are predictive; they involve estimating 

future income and expenses in a dynamic economic environment and on the basis of imperfect 

information. Though there is a good deal of careful economic and budgetary analysis done on the 

national and state levels, and for some large regions, no such work is systematically available for 

most counties in New York, or elsewhere. Moreover, budgeting for a county fiscal year (January 1 to 

December 31) in New York State must be done well in advance of adoption of a state budget (April 

1 to March 31). Matters are further complicated when, as is the case this year, the state budget is not 

adopted in a timely fashion.  

 

It is a primary role of the county Comptroller under the charter to, through informed oversight, 

bring greater accountability to government. A clearer understanding of fiscal trends may aid in 

sharpening annual revenue estimates and contribute to better cash management, thereby improving 

governmental performance.  

 

Focus on Revenue Trends, not Spending  

 

The focus of this report is on revenue trends in Ulster County since 2002. It should be noted at the 

outset that, while cost containment is a major goal of the current county executive and the 

legislature, expenditure trends are not discussed in this report. They will be the subject of later 

analyses. Yet spending may drive revenues. For example, in New York State, most Social Services 

are delivered through county government.  New York State is near unique in requiring a substantial 

local share to cover these expenses. The level of spending is determined not in the county but by the 

state and national governments (or sometimes in the courts).  In 2008, state and federal aid to the 

Ulster County Department of Social Security accounted for 68% of that departmentõs revenues.  

State and federal aid is booked by the county as revenue, when in fact it is passed through to pay 

these costs and, in addition, drives spending from the countyõs own sources.  
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A Note on Sources and Methods 

 

Figures employed in this report are derived from a number of sources. Historic Ulster County 

figures through 2008 come from audited Comprehensive Annual Financial Reports (CAFR) based on the 

Annual Financial Report and Annual Update Document (AUD) prepared by the Ulster County 

Commissioner of Finance.  2009 figures are derived from the Annual Financial Report. All 2010 

figures are from Adopted County Budgets. Comparison county figures were found at the local 

government database on the web site of the Office of the State Comptroller (www.osc.ny.gov). 

Other sources are identified in the body of the report. The countyõs Budget Director, Commissioner 

of Finance and others in these offices were helpful in answering questions that arose during the 

course of research for this report.  

 

This report focuses upon three major county revenue sources: the sales tax, the property tax, and the 

unassigned fund balance:  

 

Sales tax revenues are projected by the county as part of the annual budget process. To estimate 

expected sales tax revenue for a coming year, the finance office considers economic conditions, 

consults with peers in other counties, gathers information from state sources and relies upon both 

long experience and close study of trends in periodic state sales tax remissions to the county.  The 

process is confounded by inconsistent or idiosyncratic state reporting of county sales tax revenue, 

and occasional remission of funds from this source after the close of the fiscal year in which it was 

generated. Underestimating sales tax revenue helps build up the fund balance that can be used in 

later years, but also may result in more taxing in a particular year than is actually needed from other 

sources, e.g. the property tax. In contrast, overestimation may result in a revenue shortfall, creating 

problems for subsequent budgets.   

 

The property tax is the most watched own-source revenue stream.  It is the source of money to 

which the county must turn as a final resort, to bring its budget into balance. The countyõs property 

tax levy is limited by Article VIII of the New York State Constitution, but Ulster County is far from 

reaching that limit.  The real limit is the very high overall property taxes Ulster Countyõs citizens 

already must pay to support all their local governments: city, towns, villages, school districts, fire 

districts, library districts and so on. County property taxes are raised through a complex 

intergovernmental administrative process. The levy for county purposes is allocated across the 

equalized assessed value of taxable property within the county. 

 

A fund balance is the overall total surplus or deficit (the balance may be negative in all but the 

general fund) of revenues relative to expenditures (assets over liabilities) in a fund since its inception. 

Alternatively, it may be thought of as the accumulated amount in a fund over time. As discussed 

below, fund balances are maintained for specified purposes. It is important that elected officials 

understand that only the unassigned general fund balance is available to meet unexpected needs: 

revenue shortfalls, unplanned expenses or special opportunities.  
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The recent reliance of state and local governments on short term federal assistance as a result of the 

current economic crisis has been a serious and growing concern in New York and across the United 

States.  However, this report focuses on continuing, not one time revenues. Changes in the most 

recent years in overall patterns of county revenues, discussed below, suggest that a detailed look at 

these kinds of òone-shot revenues,ó including federal stimulus funds, deserves consideration. 

 

To provide perspective for this report, Ulster County revenue trends are compared to those for 

Dutchess and Orange Counties in the region and those with similar sized populations elsewhere in 

New York State:  the Southern Tierõs Broome County, western New Yorkõs Chautauqua County and 

the Upper Hudson Valleyõs Schenectady County. Wherever possible, revenue estimates are discussed 

in the context New York State-wide trends. 

 

Overall Revenues 

 

As part of the annual budget process, Ulster County projects or estimates total revenues. When the 

revenue estimates are adopted as part of the budget, they are known as òbudgetedó revenues. In the 

course of the budget year, additional, unbudgeted revenues become available in the form of grants, 

gifts, or unanticipated program funding. When the county formally recognizes that additional 

projected revenue, it passes a resolution òrevisingó the budget, leading to a òrevisedó revenue total. 

Adopted or revised revenue become òactualó revenue once received by the county. 

 

Ulster Countyõs total revenues increased from $252,762,533 in 2002 to $350,418,381 in 2009 

(27.8%).  As shown in Chart I, until 2005 actual revenues regularly fell below budgeted figures. 

Since 2006, actual revenues have exceeded adopted budget numbers, while the revenue numbers in 

the revised budget have exceeded both, with the exception of 2008 when revised and actual figures 

are closely matched.  

 

The shortfall of actual revenues against those expected in the revised county budget is due, at least in 

part, by grant monies received but unexpended and òrolloversó of unexpended funds from one year 

to the next. The òvarianceó of actual versus revised figures is graphically depicted in Chart IA.  

 

Because budget revisions are subject to so many variables, such as late receipt of funds or 

unexpended funds, actual to adopted budget comparisons are a better indication of the county 

governmentõs adherence to its budget. Chart IB shows that Ulster County actual revenues 

consistently met or surpassed adopted budget revenues after 2005.  That is, the county has in recent 

years had more unanticipated money coming in during the course of the year. 
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*All totals include interfund transfers, or funds that are transferred between county agencies or departments for service rendered and offset by corresponding expenses, not shown. 

 

 

 

Note: Much of the spike in Chart I and following charts is explained by a change in accounting 

procedures required by the State Comptroller. Starting in 2007, all local sales taxes have to be shown 

as county revenues (not just the portion kept by the county), and sales taxes shared with the city, 

towns and villages, previously passed through without being booked, have to be shown as an 

expense.  In Ulster, 14.5% of gross sales tax revenues are shared with the city, towns and villages. In 

2007, this added $14.6 million to reported county revenues, offset by a similar amount òspent.ó  In 

following years there were similar impacts. 
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Revenues of all New York State counties saw a 25% increase from 2002 to 2008 (Office of the State 

Comptroller.  The 2009 figures are currently unavailable.) Chart II  shows that the revenue growth 

pattern in Ulster was similar to that of comparison counties, except that the severe downturn in 

Ulster from 2006 to 2007 anticipated the downturns elsewhere by a year.  This was because the 

county borrowed $54.8 million in 2006 that cause an artificial increase in its total revenue number 

for that year. 

 

  

 
*Estimated **Adopted Budget.  

 

 

 

Primary Own Source Revenues – Sales and Property Taxes 

 

Chart III  shows that most of the time during the first decade of this century, the countyõs income 

from sales and property taxes, its primary discretionary revenue sources, grew as a proportion of all 

income. County reliance on own source (sales and property tax) revenues peaked in 2007 at 52.7%. 

Thereafter, while overall revenue totals continued to rise, county own source revenue came to 

comprise a smaller portion of the total. It dropped to less than half in 2009 and was projected to 

remain at that level in 2010 (44.8%). 
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*Estimated **Adopted Budget 

 

Sales Tax 

 

The county sales tax is a levy on consumption, and therefore is directly linked to the condition of 

the regional economy. The sales tax rate in Ulster County is 4%; it was increased 3.75% on June 13, 

2002 to go into effect in 2003.  The recent severe national economic decline has resulted in a 

dramatic fall-off in sales tax revenues. SUNYõs Nelson A. Rockefeller Institute of Government in 

Albany recently reported in February of 2010 that 37 of 41 sales tax states for which numbers were 

available experienced sales tax revenue declines in the final quarter of 2009. According to this report, 

the decline in New York State from the same period last year was 4.2% (State Revenue Flash Report, 

February 23, 2010, pages 1- 2).  Data released by the federal government on March 30, 2010 showed 

sales tax receipts still declining nationally. In New York State, the statewide year-to-year decline was 

.3%. 

 

Similarly, the New York State Office of the State Comptroller reports a 5.9% average decline in 

county sales tax revenues for 2009 compared to 2008 for 53 of 57 counties, not including New York 

City.  The revenue drop-off in Ulster County was 7.5%, 14th worst in the state and more severe than 

in any of the counties used for comparison in this report.  òUnlike other recent downturns, 2009 

was the first time in recent history that there was actually a decline in county sales tax collectionsña 

sign of the severity of the recent recession,ó the State Comptroller wrote. òThe sales tax decline in 

2009 was one of the worst on record.ó (Local Government Snapshot, February 2010, page 1). 
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Offering some hope of a turnaround, the State Comptrollerõs February 2010 study also showed that 

the rate of sales tax revenue decline slowed in the final quarter of 2009. The Rockefeller Institute 

agreed: it reported that retail sales and consumption have stabilized nationwide, although overall tax 

revenue is likely to be òbelow its prerecession peak for quite some timeó (State Revenue Flash Report, 

February 23, 2010, page 4). Nonetheless, according to the New York State Association of Counties, 

most New York State Counties budgeted little or no growth in sales tax revenues for 2010. 

 

For 2010 the county projected sales tax revenues of $93 million, an increase of 1.4% over actual 

receipts from this source in 2009.  In comparison, Orange County estimated sales tax revenues for 

2010 at $211.6, 1% below previous year receipts in 2009 of $213.9. Dutchess County is projecting 

$146 million in revenues from the sales tax for 2010, 4.5% higher than actual receipts in 2009 

(reported by the State Comptroller to be $139.7 million). 

      

For this study we built three single-variable models ð one linear, one logarithmic and one polynomial 

- using actual total sales tax receipts for Ulster County between 1996 and 2009, including amounts 

shared with other governments, to predict òfutureó revenues from this source.  We required at least 

three years experience to make a prediction.  Our first estimate was for the year 2000. We then used 

three previous years of data to predict the next year, first 2001, then 2002, and so on.  After we had 

these predictions, we were able to compare them to both budgeted sales tax and actual receipts for 

each year. 

 

The countyõs 3.6% average error during this fifteen year period in predicting its actual sales tax 

revenues was well within a reasonable range.  Yet in dollar terms, for the current year, this is 

equivalent to an error in prediction of $3.2 million.  

 

There has, in recent years, been a greater likelihood of revenue overestimation. Recall that 

underestimation builds fund balance. Overestimation diminishes fund balance. From 1996, up to 

and including 2003, the county underestimated sales tax revenue five times; it overestimated three 

times. During the period, the major outlier was in 2000 when sales tax revenues came in at more 

than 7% over expected levels.  After 2003, sales tax revenues were overestimated four of five times, 

with the greatest shortfalls in the most recent year, as previously noted, the result of the national 

economic crisis. 

 

Ulsterõs estimate of revenue growth for this year is lower, relative to previous year actual, than those 

used before the current crisis, but more frequently than not these resulted in shortfalls.  The 

persistence of unemployment in the state and region suggests that this projection, like others in 

recent years, may be over-optimistic, and therefore bring the risk of additional fiscal pressure on the 

county government going forward. 

 

As shown in Chart IV , a linear model for predicting the sales tax based on previous yearsõ 

experiences (the thin blue line) was relatively accurate, but its assumption of steady growth based on 

the overall trend of growth does not allow for a downturn in sales tax revenues. The county 

predicted too high for 2007, and therefore adjusted downward for 2008.   There was actually a 
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growth in sales tax revenues between 2007 and 2008; the County predicted an increase for 2009, but 

was then met with a big shortfall. 

 

 
 

The Logarithmic model (the thin gold colored line) is far more likely to produce a conservative 

revenue estimate in good times, reducing the risk of sales tax revenue shortfalls. In four of the five 

most recent years, it would have produced a closer estimate of actual receipts than those the county 

made. For 2009 an estimate based on this model, though closer to actual experience, was still far off.  

 

The Polynomial model (the thin green line) weights recent experience most heavily. Because of this 

it provides the closest statistical òfitó to actual experience, but has less predictive value when the 

most recent yearõs or yearsõ experience is extreme, or anomalous.  The polynomial model is best able 

to factor a reversal in the trendõs direction, but lest able to predict its value. 

 

If any one prediction model were to be utilized as a tool to assist the County in the prediction of the 

next yearõs sales tax revenue, the logarithmic model would be the optimal choice.  It had an average 

error rate of 2.9%, and only underestimated sales tax revenues once in a 10 year period (2009). This 

would help to curtail the shortfalls created by overestimating the sales tax revenues, and in most 

years, help to build the fund balance, promoting fiscal prudence. 

    

Another option is to utilize a buffered average of the three predictive models (Table 1, Chart IVA). 

The buffered model is an average of the predictions from the three models with a built in buffer that 
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may be triggered by the error rate of the previous year.  This can help to mitigate modeling errors 

that are likely to compound in years following unexpected reversals of the current trend.  

Mathematically this buffer is simple.  It takes the error rate of the average of the three models, and if 

that rate is more than 2%, adds the difference between the prediction and the actual revenues in the 

previous year to this yearõs prediction.  The idea is that in years when the model produces a shortfall, 

the next yearõs prediction is decreased thereby reducing the risk of another shortfall.  When the 

model produces a prediction that creates a surplus, it corrects the next yearõs prediction to smooth 

out the prediction trend. This buffered model approach produced a prediction that was closer than 

the countyõs to the actual sales tax revenues it received in five of the ten years between 2000 and 

2009, with an average error lower by 19%.  This was true even though this averaging approach was 

further off in anticipating actual experience in 2009, the crisis year.  While this model has the same 

error rate as the logarithmic model, it was much less likely to underestimate.   

 

It should be noted that these mathematical models take no account of policy changes.  They do not 

anticipate changes in the sales tax revenue sharing formula, nor the phase-out of the residential 

energy tax. Nor do they directly consider such economic variables as the consumer confidence index 

for New York State, or the Countyõs unemployment rate.  If a multivariate analysis that takes factors 

like these into account, tempered with the experience of the people who are already doing a good 

job in predicting revenue trends, a much greater degree of accuracy may be achieved. 

 

The county is careful, systematic and informed by experience in making sales tax estimates. We 

demonstrate the value of alternative ways to consider of revenue history to strengthen, legitimize 

and bring greater accuracy to the predictive process.  More generally, a review of sales tax revenue 

patterns argues for use of a multivariate estimating methodology, linked not only to historic patterns 

but also to current regional economic factors.  The New York State Association of Counties has 

expressed an interest in developing an econometric model for this purpose, but as yet the state 

budget division has shown little interest in this idea.      

 

 



 

 

Accuracy of Mathematical Trendline Predictions of Sales Tax Revenues Table I 

Year 
Predicted 

Method     Actual County Absolute Error 

  Polynomial Linear Logarithmic Average 
Buffered 
Average   Prediction Polynomial Linear Logarithmic Average 

Buffered 
Average County  

2000 76,158,010 70,465,392 67,611,730 71,411,710 71,411,710 72,813,061 67,117,062 4.6% 3.2% 7.1% 1.9% 1.9% 7.8% 

2001 79,101,361 78,983,658 75,296,703 77,793,907 77,793,907 77,088,251 77,650,218 2.6% 2.5% 2.3% 0.9% 0.9% 0.7% 

2002 79,420,954 82,658,434 79,652,365 80,577,251 80,577,251 82,366,599 78,411,191 3.6% 0.4% 3.3% 2.2% 2.2% 4.8% 

2003 88,648,103 86,976,175 84,069,333 86,564,537 84,775,189 90,089,112 85,917,173 1.6% 3.5% 6.7% 3.9% 5.9% 4.6% 

2004 100,255,792 96,182,182 92,160,294 96,199,422 90,885,499 91,578,972 93,357,213 9.5% 5.0% 0.6% 5.0% 0.8% 1.9% 

2005 86,836,178 97,223,934 94,862,183 92,974,098 92,974,098 95,132,415 95,572,084 8.7% 2.2% 0.3% 2.3% 2.3% 0.5% 

2006 100,749,442 97,310,136 95,681,597 97,913,725 95,755,408 97,603,198 98,419,199 3.2% 0.3% 2.0% 0.3% 1.9% 0.8% 

2007 98,991,319 100,795,754 99,067,897 99,618,323 99,618,323 97,332,733 100,879,678 1.7% 3.6% 1.8% 2.3% 2.3% 3.6% 

2008 94,321,021 98,889,766 98,402,449 97,204,412 99,490,002 98,941,156 97,593,436 4.7% 0.1% 0.5% 1.8% 0.6% 1.4% 

2009 102,428,467 99,296,987 98,783,343 100,169,599 100,169,599 90,966,778 99,545,304 12.6% 9.2% 8.6% 10.1% 10.1% 9.4% 

              Mean 5.4% 3.0% 2.9% 3.2% 2.9% 3.6% 
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State & Federal Aid 

 

State and federal aid increased in Ulster County from $74.4 in 2002 to $78.6 (estimated) in 2009.  

This constituted 4.5% growth in revenue from these sources during this period. Much state and 

federal aid comes to Ulster County to deliver mandated programs. Often a requirement for a county 

share in financing these programs actually drives (rather than displaces) spending from local sources.  

A reduction in federal aid may be paralleled by reduced spending. Our comparison shows that Ulster 

received a far lesser proportion of its revenues from state and federal aid in recent years than it did 

in 2002.  The percentage point drop between 2002 and 2008 (7.2) shows a 25% reduction in the 

proportion that this aid makes up of total county revenues.   

 

Combined state and federal aid as a percentage of the Ulster County budget in the most recent 

available year (22%, 2008) reported upon by the state Comptroller was below the mean for New 

York State counties. In each of our comparison counties, state and federal aid accounted for 

between a quarter to a third of total county revenues during the study period. Ulster is similar to 

Broome, Chautauqua, Orange and Schenectady counties in showing an overall decrease in reliance 

on state and federal aid since 2002. With the exception of Dutchess County, each county 

experienced a slight decline from 2007 and 2008. Although accurate 2009 figures are currently 

unavailable, the availability of American Reinvestment & Recovery Act stimulus funds will likely 

cause these numbers to climb for the 2009 fiscal year. 
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Property Tax 

 

In the budget process, need for property tax revenues, and therefore property tax rates, are 

determined after all receipts from all other revenue sources have been estimated. The property tax 

revenues are allocated across the General Funds and County Road and Road Machinery Funds as 

needed, with the General Fund receiving the greatest share of property tax revenues.   

 

Growth in Revenue:  As the productivity of the sales tax decreased in recent years, the county has 

come to rely to a greater extent on the property tax for discretionary resources. As Chart V 

indicates, in 2002 the county collected more than two sales tax dollars for every property tax dollar it 

raised.  In 2010, and partly because of the recent steep decline in sales tax revenues discussed above, 

Ulster is budgeting to collect almost as much revenue from the property tax as from the sales tax.  

 

Rate and Base Changes: Reflecting the national rapid growth in values, the total assessed value of 

Ulster County properties in 2009 was $21.5 billion, a seven year increase of 128.7% (up from $9.4 

billion in 2002). The county is seeking to raise 151% more from the property tax in 2010 ($76.9 

million) than it did in 2002 ($30.6 million).   

 

Tax rate increases have a lesser role. Thus, had the tax rate remained constant, county property tax 

revenues would still have risen dramatically. For example, the rate in 2002 (.33%), applied to 

expected value of the base in 2010, would have produced revenue of an estimated $69.1 million. A 

rate 12% higher (.37%) was required to produce actual projected property tax revenues of $76.9 

million for this year.  

 

Nonetheless, property ownersõ ability to pay did not increase as rapidly as did the value of property. 

For example, according to the New York State Department of Laborõs Quarterly Census of Employment 

and Wages, average wages in the county went from $27,728 in 2002 to $35,929 in 2008 (the last year 

available), an increase of 29.5%.  

 

The property tax base is now contracting. According to NYS Office of Real Property Services, the 

total full value of all New York State taxable properties, not including New York City, decreased by 

$21.2 trillion dollars from 2008 ($1,331 trillion) to 2009 ($1,309 trillion), a 2 % drop. The full value 

of Ulster County properties in 2010 was $20.9 billion, down from $21.5 billion in 2009, a $600 

million (3%) drop (Ulster County Office of Real Property Services).  Moreover, the 2010 county 

budget summary indicates that 12.66% of the real property within its borders is fully or partially 

exempt from taxation. The county reached its peak equalized property tax rate for the last decade in 

2002 (.40%).  If the base continues to decline, and patterns of exemption persist, rates will have to 

increase to at or near this level to produce needed revenues. 

 

Even if property values had not dropped precipitously, as they recently have, even if unemployment 

here were not close to 9%, as it is, county elected leaders know that even modest proposed property 

tax increases are received negatively. 
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Information from another source  

makes this understandable to the typical 

Ulster County family. The New York 

State Association of Realtors reports 

that the median sale price of existing 

single family homes in Ulster County 

dropped 18% between 2007 and 2009, 

from $255,000 to $209,000 (Table II ). 

Our cohort counties in the region, 

Dutchess and Orange, showed similar 

declines in value. Schenectady, near the recession resistant state capitol, was less affected. Broome 

and, again, Chautauqua - where initial values were very low - actually experienced slight value 

increases. 

 

 
*Estimated ** Adopted Budget ***County Share 

 

 

 

Collection: Town, City and County property taxes are collected by the city and towns on one bill. 

On a specified date, the towns and city take out all that is owed to them and pass the remaining 

2002 2003 2004 2005 2006 2007 2008 2009* 2010**

Property/Total 31.6% 33.6% 35.0% 36.5% 43.7% 45.6% 46.1% 49.0% 49.2%

Total Sale*** + Property 102.9 115.9 120.4 128.1 148.4 153 157 151.6 156.4

31.6% 

33.6% 
35.0% 

36.5% 

43.7% 
45.6% 

46.1% 
49.0% 

49.2% 

$60

$80

$100

$120

$140

$160

$180

Property Tax ( in millions of $$$$)  
& as a Percentage of Total Sales & Property Tax  

 2007 2008 2009 % Change  

2007 - 2009 

Broome 107,690 109,500 115,000 6.8% 

Chautauqua 74,000 75,000 74,815 1.1% 

Dutchess 335,004 310,000 275,000 -17.9% 

Orange 322,000 290,000 260,000 -19.3% 

Schenectady 162,500 163,000 153,000 -5.8% 

Ulster 255,000 240,000 209,000 -18% 

Table II: Decrease in Value of Single Family Homes in 

Ulster & Comparison Counties, 2007-2009 

CHART V 
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funds to the county, along with the obligation to collect taxes not yet paid. As a consequence of this 

system, the county does not collect all the property taxes it is owed in any one year.  But it may 

collect taxes that were in arrears from previous years, plus the interest owed as a result of late 

payment. For the period under study, until 2007 the county received as much as or more property 

tax than it levied. The year 2003 was an exception.  A pattern of shortfalls in collections began in 

2007 ($2.3 million) and continued in 2008 ($2.3 million). Reflecting the difficult economic 

conditions that we have recently been experiencing, the shortfall for 2009 from the county property 

tax as of March of 2010 rose to $2.95 million, an increase of 28%. (Chart VI). This suggests a need 

for caution in the current fiscal environment in relying on historic patterns for projecting actual 

collections from the property tax levy. 

 
*Estimated ** Adopted Budget  

  

 

 

The property tax is different than other revenue sources in that it is guaranteed 

by the value of the property upon which it is levied.  Ultimately a county can 

seize a property on which a tax is owed, and sell it at auction to recover what is 

owed it.  This process begins after three years of delinquency  

have passed. Accumulated unpaid property taxes are called òdeferred taxes.ó For 

the period under review, Deferred Taxes previously peaked in 2004 ($12.46 

million).  The level then dropped to $7.2 million in 2005 and 2006, before rising 

to $9.9 million in 2007 and $11.7 million in 2008. The estimate for 2009 is $12,829,264, higher than 

the previous peak and an increase in one year of 9.7%. (Table I II ) 

2002 2003 2004 2005 2006 2007 2008 2009* 2010**

Adopted $31,248,968 $37,929,103 $38,246,421 $46,759,959 $64,973,736 $69,858,781 $72,410,702 $74,350,140 $76,944,960

Revised $32,524,240 $38,929,103 $42,117,397 $46,759,959 $64,973,736 $69,858,781 $72,410,702 $74,350,140 $76,944,960

Actual $33,236,895 $38,526,505 $44,189,014 $53,223,307 $65,311,461 $67,523,671 $70,139,384 $71,398,228

Actual - Revised $712,655 ($402,598) $2,071,617 $6,463,348 $337,725 ($2,335,110 ($2,271,318 ($2,951,912

($8,000,000)

$2,000,000

$12,000,000

$22,000,000

$32,000,000

$42,000,000

$52,000,000

$62,000,000

$72,000,000

Property Tax Revenues  

 In millions 

2004 $12.46 

2005 

2006 

 7.2 

 7.2  

2007 9.9 

2008 11.7 

2009 12.8 

Table  III: Deferred Taxes 

CHART VI 
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Reserve for Uncollected Taxes:  These figures confirm that it is unreasonable in any year for the 

county to expect to collect all the property tax that it levies. Moreover, accounting rules do not allow 

the county to use the property tax that it is owed from previous years as revenue for budgeting 

purposes. (This makes sense; because of their very nature, the timing for receipt of these funds is 

quite hard to predict.) The county charter therefore provides for inclusion of a "reserve for 

uncollected taxes" in the budgeted property tax levy. It says, further, in Section C. 39 that  

òésuch reserve for uncollected taxes shall not be less than the face amount of unpaid taxes for the 

preceding completed fiscal year.ó  

 
 
Since 2004 the county has been steadily reducing its reserve for  

uncollected taxes. For both 2009 and 2010 the amount reserved was just 

$125,000, far below the outstanding balance of uncollected property taxes for 

the immediate preceding year. (Table IV) This is because the county calculates 

the reserve based on the difference between anticipated collections from 

deferred taxes and current shortfalls. Historically, collection rates for deferred 

taxes have been high (96%). The reserve is based on that small percentage of 

taxes (4%) that are never collected. 

 

In our comparison counties for which data is available, Dutchess County reserved $1 million ($800K 

for uncollectibles and $200K for tax refunds) in both years, Orange County reserved $4 million and 

Broome reserved $1 million.  As noted, the charter, now in operation, links the required level of 

reserve for uncollected taxes to the outstanding balance of property taxes not paid in the immediate 

preceding year. With the emerging pattern of increased fall-off in timely property tax payment, the 

developing practice of specifically providing virtually no reserve for uncollected taxes is a concern. 

For additional reasons given below, it is better practice that the unassigned fund balance not be used 

to cover property tax shortfalls. 

 

 

Fund Balance 

 

Governmental accounts at the county level are comprised of a series of distinct funds. Fund 

balances may be negative in all but the general fund. 

 

 The General Fund (Fund AAAA) is the most liquid of all governmental funds. It accounts 

for revenues and expenditures for the legislature, public safety, public health, public 

transportation, social services, culture and recreation, and other aspects of general 

government. It is the general operating fund of the county. 

 Special Revenue Funds are funds designated for specific purposes: the Community 

Development Fund (Fund BBBB) tracks funds received under The Workforce Investment 

Act and Community Block Grant Funds; the County Road Fund (Fund DDDD) pertains to 

2001 1,500,000 
2002 1,000,000 
2003 1,000,000 
2004 750,000 
2005 100,000 
2006 100,000 
2007 200,000 
2008 250,000 
2009 
2010 

125,000 
125,000 

Table IV: Reserve for 

Uncollected Taxes 
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highway maintenance; and the Road Machinery Fund (Fund EEEE) is used for highway 

maintenance equipment. 

 Enterprise Funds are used for the management of the Golden Hill Healthcare Center 

(Fund CCCC) and the Workmanõs Compensation Pool (Fund SSSS).  These are the parts of 

county government with revenue and expenditure patterns closest to those that occur in 

private sector businesses. 

 Debt Service Fund (Fund VVVV) is used to manage county government borrowing for 

major projects. 

 

 

 

There is a fund balance for each of the four accounts or sets of accounts. Beginning in fiscal year 

2011, Ulster County will be required to comply with new standards of fund balance classification. 

The fund balances are divided into five categories:  

 

 Nonspendable, or non-cash assets such as inventory and property; 

 

 Committed, or funds that have been constrained by the legislature;  

 

 Restricted, or money for which use is constrained by contractual or regulatory obligations; 

 

 Assigned, or designated for a specific purpose; 

 

 Unassigned, available for use at the countyõs discretion. 

 

This section focuses particularly on the general fund, because the Unassigned General Fund Balance 

(Fund AAAA) is available for any purpose at the discretion of the legislature. In the budget process, 

the designation (or appropriation) of all or part of the unassigned fund balance diminishes the need 

for property tax increases to cover budgeted expenditures. These budgetary decisions are made by 

the legislature, on the recommendation of the executive. (Note: prior to the coming into effect of 

the county charter in 2008, budget recommendations were by the county administrator.) 

 

Prudent management builds the general fund balance through the year. Just because money is 

appropriated at the beginning of the year does not mean that it must be spent, if efficiencies can be 

found, or if planned spending is determined during the year no longer to be needed. Healthy fund 

balances accumulated over many years give the county cash on hand to meet such obligations as 

guaranteeing the property tax levy of school districts without the cost of borrowing.  But also, 

assigning money from the general fund balance during budget time is a way of leveling year-to-year 

increases needed from the property tax, or even reducing the property tax levy in a particular year. 

Again the matter is one of judgment and balance, using some of the unrestricted money the county 

has in the bank to help taxpayers in the current year, while still keeping enough on hand for a òrainy 

day.ó  
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*Estimated **Adopted Budget.  

 

 

From 2002 to 2004, liberal designation (appropriation) of unassigned general funds, combined with 

unanticipated òhitsó to these funds, resulted in their virtual elimination by 2004 (down to $38,766 

from $8.8 million the previous year). After 2004, conservative use of unassigned general funds 

brought the total back up above its 2002 high for the study period ($23.9 million). The practice of 

appropriating a portion of the unassigned general fund balance for operating expenses resumed in 

2008. Of an available unassigned general fund balance of $23.2 in 2009, the sum of $5.8 was 

appropriated for general fund use in 2010.  The general fund balance reached $17.4 million in 2009. 

It is projected to be $19.7 million in 2010.   

 

Various standards are used by analysts and oversight organizations to determine if a governmentsõ 

unassigned fund balance is sufficient.  In applying these standards, consideration must be given to 

the fiscal environment as the county seeks to balance fiscal prudence with the demands it must place 

upon property taxpayers.  

 

 It draws the attention of the New York State Comptroller if the previous yearõs unassigned 

fund balance is negative, or less than 10% of that yearõs revenue, or if it has dropped by over 

50% over the past five years.  

 Until 2006, The Government Finance Officers Association (GFOA) recommended an 

unassigned fund balance of 5% to 15% of general fund revenues and/or the equivalent of 

70.4% 

56.6% 

8.6% 

0.0% 0.0% 

8.9% 

22.5% 

-5%

5%

15%

25%

35%

45%

55%

65%

75%

2002 2003 2004 2005 2006 2007 2008 2009*

Percent Unassigned General Fund Balance Appropriated 
CHART VII 
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one to two months of operating expenditures. After 2006 the GFOA specified as desirable 

the higher end of both of these standards.  

 

 The county has sought  

to keep the unassigned  

fund balance at between 

5% and 10% of regular 

general fund operating 

revenues. Ulster met or 

exceeded this level in all 

years under study except 

2003 and 2004.   

 

 

 

 

 

As shown in Table V, the $17.4 million unassigned general fund 

balance for 2009 constituted 6.7% of the general fund, at the 

midrange of the target.  In 2008, the last year for which complete 

data was available at this writing, the county had 1.12 months of 

operating expenses in its unassigned fund balance. For previous 

years, the balance fell below one monthõs expenses in 2004, 2005 and 

2006. (Table VI ) 

 

 
Conclusions  
 

 

1. Overall Revenue Patterns:  

 

- A major revenue downturn in Ulster came sooner than elsewhere: 2007. This is the result of 

$54.8 million included in revenue as proceeds from debt in 2006. 

 

2. Declining reliance on own source revenues: 

 

- Sales and property taxes are the countyõs two major discretionary revenue sources. The trend 

during the first decade of this century was to use the countyõs own money to pay a greater 

and greater share of the county budget; this tendency reversed in 2009. 

 

3. Pressures on the Sales Tax 

  

 

 

Total General Fund 

 Revenues 

Unassigned General 

 Fund Balance 

Unassigned/Total 

2002 202,048,308 22,519 11% 

2003 212,949,243 8,797,533 4.1% 

2004 224,165,850 38,766 .02% 

2005 230,777,788 11,845,025 5.1% 

2006 250,158,046 17,835,131 7.1% 

2007 259,831,115 21,105,960 8.1% 

2008 271.020,170 23875170 8.8% 

2009 260,910,870 17,364,750 6.7% 

 # of Months  

2008 1.12 

2007 1.06 

2006 0.92 

2005 0.68 

2004 0.73 

2003 1.39 

Table V: Unassigned Fund Balance as a Percentage of 

General Fund Revenues 

Table VI: # of Months Operating Expenditures in 

Unassigned Fund Balance 
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- The sales tax revenue drop-off in Ulster County was 7.5%, 14th worst in the state and more 

severe than in any of the counties used for comparison in this report. 

 

- Ulsterõs estimate of revenue growth is lower relative to previous year actuals than those used 

before the current crisis, but more frequently than not these resulted in shortfalls.  The 

persistence of unemployment in the state and region suggests that this projection may be 

over-optimistic, and therefore bring the risk of additional fiscal pressure on the county 

government in the coming year 

 

- More generally, a review of sales tax revenue patterns argues for use of an estimating 

methodology more reliant on formal modeling and better linked not only to historic patterns 

but also to current regional economic factors.  The New York State Association of Counties 

has expressed an interest in developing an econometric model for this purpose, but as yet 

the state budget division has showed little interest in this idea.   

 

4. Greater Reliance on the Property Tax 

- As the productivity of the sales tax decreased in recent years, the county has come to rely to 

a greater extent on the property tax for discretionary resources. 

  

- This increase is generated far less from rate increases than from dramatic increases (until 

recently) in the value of the property tax base. 

 

- Ulster County property ownersõ ability to pay did not increase as rapidly as did the value of 

property. 

 

- The county is seeking to raise 151% more from the property tax in 2010 ($76.9 million) than 

it did in 2002 ($30.6 million). 

 

5. Contraction of the Property Tax Base 

 

- The property tax base is now contracting. The county reached its peak equalized property 

tax rate for the last decade in 2002 (.40%).  If the base continues to decline, rates will have to 

increase to at or near this level to produce needed revenues. 

 

6. Property Tax  Collection Shortfalls and Reserves for Uncollected Taxes 

 

- Shortfalls in property tax collections began in 2007 ($2.3 million) and continued in 2008 

($2.3 million). Reflecting the difficult economic conditions that we have recently been 

experiencing, the preliminary estimate for 2009 was a shortfall from the county property tax 

of $2.95 million, 28% greater than in the previous year.  
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- Collection shortfalls suggest a need for caution in the current fiscal environment in relying 

on historic patterns for projecting actual collections from the property tax levy. 

 

- The charter specifies a required level of reserves for uncollected taxes. Since 2004 the county 

has been steadily reducing its reserve for uncollected taxes. With the emerging pattern of 

increased fall-off in timely property tax payment, the developing practice of providing 

virtually no reserve for uncollected taxes is a concern. 

 

7. Fund Balance Management 

 

- After a period of allowing its unassigned general fund balance drop to a dangerously low 

level, the county in 2004 committed itself to restoration of this balance. 

 

- The unassigned general fund balance remains at a level that is in accord with the minimum 

standards of oversight agencies; the county has resumed budgeting a portion of it to control 

the size of the property tax levy.  

 

- Especially during an ongoing period of fiscal a stress the county must make it a priority to 

maintain a fund balance above the GFOA prescribed minimum level of 5% of the General 

Fund.   

 

8. Long Term Revenue Planning 

 

- Ulster County is not unusual among local governments in its management of revenues on an 

incremental, year-to-year basis. The local budget cycle is annual. Federal and state decisions 

that affect revenues also occur within annual cycles. Longer term predictions of economic, 

social and political factors that might dramatically affect own-source revenues are, at best, 

very difficult.  Staff resources are limited, and must be focused on immediate needs.      

 

- Yet there is a strong argument in favor of developing the expertise, and seeking to project 

revenues over a multi-year period. Such an approach is strongly recommended by such 

public finance professional organizations and the Government Finance Officers Association 

(GFOA). For example, the county is required to make multi-year spending and revenue 

sharing commitments.  For labor-intensive local government, the best example of this is the 

necessity to enter into contracts with organized employees.  A second major example is the 

countyõs multi-year sales tax sharing agreement.  Credible longer-term revenue projections 

can help county management make fiscally prudent choices, and strengthen its hand when 

dealing with the range of claimants on limited county resources.   

 

9. Impacts of Tax Exemptions on County Tax Base 
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- The county annual budget presentation includes in its budget a summary of properties fully 

or partially exempt from taxation. This list, however, does not indicate the revenue impact of 

these decisions to forego revenues from the property tax by reducing the base of taxation. 

This impact should be calculated, and presented annually as a part of the county budget.  

Whether required by state law or taken by local action, these tax exemptions effectively 

redistribute the tax burden on others.  Also, insofar as exempt organizations or individuals 

receive public services, these òuncollectedó revenues are effectively a subsidy, the equivalent 

of an òexpenditureó on the tax side of the budget.  Presenting them more precisely as a cost 

in the annual budget will raise their visibility for healthy public discussion and, if decision 

authority is with the county government, regular consideration as part of the local revenue-

generating process.  

 

- A similar summary should be prepared on the impact of sales tax exemptions on the county 

tax base. 

 
Recommendations  
 

1. The County should institute a process of three year revenue planning as part of its fiscal 

management process.  Projections of revenues from major sources, the supporting economic and 

fiscal assumptions behind them and risks attendant to these projections should be published and 

updated annually.  This is in accord with professional best practice. Additionally, such a process will 

bring greater transparency to the fiscal operations of county government, helping to inform both 

executive and legislative decision makers and provide greater accountability to the public. 

 

2. In the interest of transparency and accountability in government, and to diminish reliance on 

expertise and institutional memory of a few key, highly skilled senior managers, the County should 

systematize its annual process for sales tax estimating, and make clear the nature of this process and 

its underlying assumptions.  We have demonstrated alternative models for sales tax estimating based 

on history of annual receipts.  Construction of a model that links to key county and regional 

economic measures should be a next priority. 

 

3. The County should adopt a policy of retaining its general fund balance at a minimum of 5% of the 

General Fund. 

 

4. In accord with Charter requirements, the County should budget a reserve for uncollected taxes 

equal to the outstanding balance of property taxes not paid in the immediate preceding year. 

 

5. The County should revise its annual presentation on property tax exemptions, monetize the effect 

of property tax exemptions by category, and show the impact of each category of exemption on 

taxpayers. Special attention should be paid to exemptions provided all in on part as a result of 

county government actions. 


