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Introduction
The Buffalo Fiscal Stability Authority (“BFSA”, the “Authority”) is a corporate governmental agency and instrumentality
of the State of New York constituting a public benefit corporation created by the BFSA Act (the Act) – Chapter 122 of
the Laws of 2003, as amended, signed by the Governor on July 3, 2003. BFSA has a broad range of financial control and
oversight powers over the City of Buffalo (the City), the Buffalo Public School District (the School District), the Buffalo
Municipal Housing Authority, the Joint Schools Construction Board, and other covered organizations as defined by the
Act. Among BFSA’s explicit powers is the power to issue bonds and notes for various City capital and operating
purposes. The Act provides for the Authority to be in existence until its oversight, control or other responsibilities and
its liabilities (including the payment in full of Authority bonds and notes) have been met or discharged, which in no
event may be later than June 30, 2037. The Act provides the Authority different financial control and oversight powers
depending upon whether the City’s financial condition causes it to be in a “control period” (which, under the current
Authority-approved financial plan, would end no earlier than the City’s fiscal year ending June 30, 2013) or an “advisory
period.” During a control period the Authority possesses significantly expanded powers, including the power to impose
a wage and/or hiring freeze. Under the Act, the Authority began its existence during a City control period, which means
that the Authority commenced operation with its maximum authorized complement of financial control and oversight
powers. In the event that the City’s finances improve sufficiently in the future to cause the Authority to determine that
an advisory period should be in effect, the Authority would operate with a reduced set of financial oversight powers and
responsibilities.
The Act empowers BFSA to finance a declining percentage of the yearly deficits of the City and covered organizations
which are part of an approved budget and 4-year financial plan. There was no deficit financing required for the fiscal
year 2006. This power expires in fiscal year 2007.
In its capacity to issue bonds and notes on behalf of the City, the Authority has funded deficits, capital projects and
certain working capital needs of the City and has issued bonds to refund City debt. Revenues to pay Authority debt
service and to fund Authority operations are provided by the City’s State aid, and the City's and School District’s share
of Erie County sales tax, on which the Authority has a first lien. BFSA became entitled to the City’s share of Erie
County sales tax revenues and state aid on July 3, 2003, the effective date of the Act. BFSA became entitled to the
School District's share of Erie County sales tax revenues on July 1, 2004 as provided in Chapter 86 of the Laws of 2004,
which amended the Act. Pursuant to the Act, the City and the School District have no right, title or interest in these
revenues until transferred to the City and the School District by the Authority. The Authority has no independent
operating income or taxing power.
Overview of the Financial Statements
The annual financial statements of the Authority consist of the following components: management’s discussion and
analysis (this section), financial statements, and notes to the financial statements.
Management’s discussion and analysis of the Authority’s financial performance provides an overview of the Authority’s
financial activities for the fiscal year ended June 30, 2006. The overview, which covers the most important financial
events of the period, should be read in conjunction with the Authority’s financial statements, including the notes to the
financial statements.
Government-wide financial statements of the Authority are in accordance with Governmental Accounting Standards
Board (“GASB”) Statement No. 34, “Basic Financial Statements – and Management’s Discussion and Analysis – for
State and Local Governments.” The government-wide financial statements use the economic resource measurement
focus and accrual basis of accounting. These statements are presented to display information about the reporting entity
as a whole. The statement of net assets presents information on all the Authority’s assets and liabilities, with the
difference between the two reported as net assets. The statement of activities and changes in net assets presents
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information showing how the Authority’s net assets changed during the fiscal year. All changes in net assets are
reported as soon as the underlying event giving rise to the change occurs, regardless of timing of the related cash flows.
Governmental fund financial statements are presented using the current financial resources measurement focus and the
modified accrual basis of accounting. These statements are the balance sheet and the statement of revenues, expenditures and
changes in fund balance. They recognize revenue when it becomes susceptible to accrual, which is when it becomes both
measurable and available to finance expenditures in the current fiscal period.
In addition to these two types of statements, the financial statements include reconciliations between the governmentwide and governmental fund statements. Accompanying notes to the financial statements are an integral part of the
financial statements.
Financial Highlights and Overall Analysis
The most critical factors in the Authority’s financial position are its revenues derived from the City’s sales tax revenue,
(since July 1, 2003), the School District’s (beginning July 1, 2004) share of Erie County sales tax revenues, and the City
state aid, which together provided close to 100% of the Authority’s 2006 revenue. The Act granted the Authority a first
lien and perfected security interest in net collections from sales and use taxes authorized by the State and imposed by
Erie County (the County). Sales taxes are imposed by the County, collected by the State and remitted to the Authority,
usually several times each month. After provision for Authority debt service deposits and operating expenses, the
remaining funds are remitted immediately to the City or the School District. The State legislation also provided that all
state aid appropriated as local government assistance for the benefit of the City is payable to the Authority to use for
debt service requirements and operating expenses, with the remaining funds to be remitted to the City.
The amount of BFSA sales tax revenues to be collected depends upon various factors, including the economic
conditions in the County, which has experienced numerous cycles of growth and recession. In addition, in the past the
State has enacted amendments to the Tax Law to exempt specific goods and services from the imposition of sales tax.
The Act requires the County to impose the local sales tax at a rate of no less than 3% for the period ending June 30,
2037. Pursuant to State statutory authority, Erie County currently imposes sales tax at the rate of 4 3/4%. New York
State has reauthorized the additional 1% sales tax rate, in Erie County every year since January 1978 above the general
State authorization, but is under no obligation to continue to do so. Effective July 1, 2005, the County was authorized
by the State to increase the Local Sales Tax rate by an additional .25%, to 4.25%, and effective January 10, 2006, the
County was authorized by the State to increase the Local Sales Tax by another .50%, to 4.75%. However, during the
period beginning January 1, 2007, and ending February 29, 2008, the County will be required to allocate to the cities and
towns within the County the first $12.5 million of any net collections from the additional 1% of sales and compensating
use taxes authorized by Section 1210(i)(4) of the State Tax Law, which allocation would result in additional City Tax
Revenues of up to approximately $5.9 million.
Sales tax revenue for the year ended June 30, 2006 was $95,908,772. The Authority also received state aid for the year
ended June 30, 2006 in the amount of $121,876,026. Investment income, which accounts for the remaining Authority
revenue, totaled $4,388,472 of which $3,728,573 was derived from interest on the City’s general obligation bonds
described below.
The other significant element in the Authority’s financial position is its long-term debt. During 2004 and 2005, the
Authority issued a total of $53,775,000 long-term bonds (Series 2004A and 2005A) to finance the City’s cost of various
City of Buffalo and the School District capital projects. The City of Buffalo in return issued a series of its own general
obligation long term bonds, privately placed with the Authority, evidencing the obligations of the City. In July 2005 the
Authority refunded $47,065,000 of City of Buffalo serial bonds by issuing $46,705,000 in 14-year bonds, (the 2005B
series), and $360,000 in 2-year taxable bonds (the 2005C Series). The City of Buffalo issued its own 13 ½-year premium
bonds privately placed with the Authority in the amount $48,157,000. Net interest cost of the issue was 3.91%.
Issuance costs were $836,855. Refunding provided net cash flow savings after costs of $1,830,000 and present value
savings of $1,596,000
The Authority issued its 2005A-1 premium Bond Anticipation Notes in the amount of $90,000,000 on July 28, 2005 to
finance cash flow needs of the City. A $50,000,000 note matured on May 15, 2006 and a $40,000,000 matured August
15, 2006. Both maturities were paid from the Authority’s revenues from State aid to the City. Net interest cost of the
issue was 2.98% and issuance costs were $244,237. On April 20, 2006, the Authority issued $27,270,000 long-term bonds
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(Series 2006A) to finance the cost of various City of Buffalo capital projects. Net interest cost of the issue was 4.42%
and issuance costs were $447,543 The City of Buffalo in return issued a series of its own general obligation long term
bonds, privately placed with the Authority evidencing the obligations of the City.
The statement of net assets shows a total net deficit of $20,072,064. The deficit results largely from Authority debt
issuance which is backed by securitization of future sales tax revenue and State aid to the City. The debt is reported as a
long-term liability, but the future revenues are not reportable. In some instances, the City issues its own general
obligation bonds and places them with the Authority. As of June 30, 2006, the Authority had bonds payable of
$126,075,000 and long term receivables from the City of $101,220,245. In any year where the Authority issues more
long-term debt than it retires without a corresponding issuance from the City, the deficit is likely to increase. The
reconciliation on page 7 of these financial statements provides additional detail on the determination of the net deficit
amount.
Cash and investments were $48,489,907 at June 30, 2006. This amount primarily includes monies set aside for debt and
note repayment.
Operating expenses for the Authority totaled $1,076,637 under the fund basis of accounting, which includes capital asset
purchases of $1,334 as expenditures. The Authority employed 7 salaried staff members at June 30, 2006. Staff members
worked an extensive amount of overtime totaling 1,778 uncompensated hours during the fiscal year.
Staff Expenses
Wages
Other staff related expenses

$491,438
11,598

Total Direct Staff expenses

$503,036

Staff Benefits
NYS Employees Retirement System contribution
Payroll taxes, workers’ comp and NYS disability
Health Insurance (net of employee contributions)
Total Staff Benefits
Total Staff Expenses

$51,068
37,899
50,060
$139,027
$642,063

The next largest category of expenses was for professional fees, of which $263,277 was legal fees and $31,291 was for
other professional consultants and advisors. Legal fees included general counsel work as well as labor and litigation
expenses. The Authority contracted an outside consultant to review the City of Buffalo’s energy procurement process
and was approved to receive a grant from NYSERDA to cover approximately 45% of the cost of the engagement.
Payments to the consultant through the end of the fiscal year were $44,490 before application of the grant proceeds.
Directors of the Authority do not receive any compensation for their services but are reimbursed for any Authorityrelated expenses, primarily travel expense for those attending meetings from outside the Buffalo area. Lunch is provided
for the Board and staff on meeting days. The following chart details expenses connected with Authority meetings and
Directors’ travel.
Meeting Expenses
Facilities Expenses – Public Board Meetings
Directors’ travel reimbursements
Public Forum Expenses
Total Meeting Expenses

$8,612
6,199
4,085
$18,896
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Other expenses include various items necessary for the running of the Authority’s offices, as follows:
Other Expenses
Office services including postage and delivery
Rent
Telephone and data processing
Office Supplies
Staff travel
Other
Total Other Expenses

$7,735
32,946
16,887
5,470
7,847
2,969
$73,854

The Authority's rental payments are made to the Buffalo Economic Renaissance Corporation, the economic
development arm of the City, where they can be used toward the City’s economic development efforts. As stated before,
the Authority also purchased $1,334 in capital assets, primarily telecommunications and computing equipment.
Furniture of the Authority was primarily donated by New York State from used surplus furniture.
Debt Service Fund
The Authority issued its 2006A 20-year serial premium bonds in the amount of $27,270,000 for capital projects of the
City in April 2006. Net interest cost of the issue was 4.42%. Issuance costs were $447,543. The Authority issued its
2005A-1 premium Bond Anticipation Notes in the amount of $90,000,000 in July, 2005 to finance cash flow needs of
the City. A $50,000,000 note matured on May 16, 2005 and $40,000,000 matured on August 15, 2005. Both maturities
were paid from the Authority’s revenues from State aid to the City Net interest cost of the issue 2.98 %. Issuance costs
were $247,237
Subsequent Events
The Authority issued its 2006A-1 premium Bond Anticipation Notes in the amount of $60,000,000 on September 13,
2006 to finance cash flow needs of the City. A $30,000,000 note matures on May 15, 2007 and a $30,000,000 matures
August 14, 2007. Both maturities are expected to be paid from Authority’s revenues from State Aid to the City. Net
interest cost of the issue was 3.72 % and issuance costs were $188,250.
Contacting the Authority's Financial Management
This financial report is designed to provide, taxpayers, investors, and creditors with a general overview of the Authority’s
finances and to demonstrate its accountability for the money it receives. If you have questions about this report or need
additional financial information, contact Bertha H. Mitchell, Chief Financial Officer, Buffalo Fiscal Stability Authority,
Market Arcade Building - Suite 400, Buffalo, New York 14203.
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