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CITY OF BUFFALO

Overview

The City of Buffalo is the second largest

city by population in New York State, and

is the center of the Buffalo-Niagara Falls
Metropolitan Area made up of Erie and
Niagara counties. The City was incorporated
in 1832; by 1900, it was the eighth largest
city in the United States. Over the last six
decades, Buffalo has lost more than half its
population. The rate of decline was fastest
from 1950 to 1980 and has slowed since. By
2010, it had 261,310 people and had fallen to
the 70th largest city in the country.

Buffalo was a major transportation and
manufacturing center during its growth years.
Like many other “Rust Belt” cities, Buffalo
later suffered a decline as transportation
patterns shifted and manufacturing facilities
shut down. However, Buffalo still benefits
from its location on the Canadian border

and the City, with State and private sector
support, has recently made significant efforts
to promote new development, including a
sports arena and other notable projects in the
health care and education sectors.

Buffalo has a dependent city school district,
which means the City must raise and collect
property taxes and issue debt on the school
district’s behalf. This affects the City’s ability
to stay within State limits on property taxes
and debt.

DIVISION OF LOCAL GOVERNMENT AND SCHOOL ACCOUNTABILITY

* Buffalo collected $447.4 million in

revenues in 2012, 20 percent more

than in 2002. This represents a 2.3
percent average annual rate of increase,
compared to 3.3 percent for all cities

in New York. The City’s expenditures
increased by 2.3 percent over this period,
compared to 3.3 percent for all cities.

In July 2012, after the City had three
consecutive fiscal years of adopting and
adhering to budgets which did not show a
deficit, and was certified as having access
for its debt in the general public market, the
Buffalo Fiscal Stability Authority ended its
control of the City’s finances.

Buffalo’s unemployment rate in 2012 was
10.9 percent, higher than the statewide rate
of 8.5 percent. The City’s rate was down to
8.4 percent in November 2013.

The full value of property in Buffalo
increased by 23 percent from 2002 to 2013,
less than half the growth rate of 55 percent
for all of the cities in the State.

Buffalo had exhausted 71 percent of its
Constitutional Tax Limit as of 2012, much
higher than the 44 percent level for the
median city, but similar to that of other cities
with dependent school districts, where the
range is 68 percent to 75 percent. Buffalo
had exhausted 92 percent in 2006.




Population and Economic Factors

The population of the City of Buffalo
reached a peak of 580,132 in 1950. It
has since declined by more than half,
to 261,310 in 2010. The rate of decline
was most rapid from 1950 to 1980, and
has slowed since. Initially, Buffalo’s
population loss was balanced by a
population gain in the City’s suburbs.
However, the metropolitan area as a
whole has also been losing population
since 1970.
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Tax Base

The full value of property in Buffalo increased at an average annual rate of 1.9 percent from
2002 to 2013, less than half the average annual growth rate of 4.0 percent for all of the cities in
the State. Full value in all cities increased rapidly from 2002 to 2008, and then declined through
2013. Full value in Buffalo increased steadily throughout the period from 2002 through 2013,
though at a much slower rate than for all cities.
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(CTL), much higher than the 44 percent Only includes cities that have reported 2013 full value data.
level for the median city.? Buffalo, as is
the case with the other “Big Four” cities,
has a dependent school district which
is financed through the City’s property
tax levy, unlike other city school districts Big Four Cities
which can levy their own property taxes.®
The range of CTL exhausted for the Big
Four cities was 68 percent to 75 percent Rochester
in 2012. In 2013, Buffalo’s level of CTL
exhausted declined slightly to 70 percent,
compared with 67 percent to 81 percent
for the other Big Four cities. Buffalo’s NA - Not available as of Sept. 30, 2013.
.. Source: Office of the State Comptroller.
CTL has been declining for several years
and was as high as 92 percent in 2006.

Buffalo

Syracuse

Yonkers

The City has been making progress in promoting new development. Over $2.2 billion in new
construction is underway, including the $172 million, privately-financed HarborCenter, and the
$375 million University of Buffalo School of Medicine.
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Revenues and Expenditures

Buffalo collected $447.4 million in revenues in 2012, 20 percent more than in 2002, for an
average annual increase of 2.3 percent over that period. This compares to nearly 3.3 percent
per year, on average, for all cities in the State. The average annual increase in revenues for the
Big Four cities was 3.3 percent over the same period of time.

State aid was the largest revenue
source for Buffalo in 2012, and made up
a greater percentage (39 percent) of the
City’s revenues than for any other city in
the State.* Buffalo’s State aid per capita
was $664, compared with $573 for the
Big Four cities and $347 for all cities in
the State. The City’'s State aid increased
$65 million from 2002-2012, at a 4.8
percent average annual rate, which was
about the average rate of increase for
Big Four cities, but faster than for all
cities statewide (4.4 percent). Almost

95 percent of this State aid is from Aid
and Incentives for Municipalities (AIM),
which is the State’s municipal revenue
sharing program.

Buffalo received 19.1 percent of its
revenues from sales tax, a lower
portion than the 25.9 percent for the
Big Four cities and slightly lower than
the 22.2 percent share for all cities

in the State.® Sales tax revenue grew
at a 1.7 percent average annual rate
from 2002 to 2012, less than the 4.4
percent average annual rate for the Big
Four cities and the 3.7 percent rate for
all cities statewide. During the same
period, the average inflation rate from
2002 to 2012 was 2.4 percent.®
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In 2012, 18.3 percent of Buffalo’s revenues were from real property taxes. This was just slightly
higher than the 17.6 percent share for the other Big Four cities but less than the 27 percent for
all cities in the State.” Property tax revenues grew at an average annual rate of 1.1 percent,
slower than the 2.4 percent for the Big Four cities and the 3.7 percent for all cities in the State.
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Buffalo received only 0.8 percent of
its revenue from federal aid in 2012,
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The Buffalo School District (or Buffalo
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school district. Its revenues in 2012 City of Buffalo, Major Expenditures, 2002 to 2012
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The City of Buffalo’s expenditures grew at an average annual rate of 2.3 percent between 2002
and 2012, compared to 3.3 percent for both the Big Four cities and all cities. As with most cities,
public safety (police and fire services, etc.) and employee benefits costs (health insurance,
retirement contributions, etc.) make up a large portion of expenditures — 63 percent of the whole.

Employee benefits grew at an 8.6 percent average annual rate from 2002 to 2012, close to the
8.8 percent average annual growth rate for the Big Four cities and the 8.7 percent average
annual rate of growth for all cities. Both general government and public safety expenditures grew
at a 0.8 percent average annual rate from 2002 to 2012. By comparison, general government
grew at a 2.8 percent average annual rate for the Big Four cities and a 2.9 percent rate for all
cities. Public safety costs grew at a 2.3 percent rate for the Big Four cities and a 2.7 percent rate
for all cities.
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Buffalo Fiscal Stability Authority

The Buffalo Fiscal Stability Authority (BFSA) was established in 2003 after a determination

by the New York State Legislature that the City faced a severe fiscal crisis that could not be
resolved without State assistance. The BFSA entered a control period immediately upon

its creation. During the control period, the BFSA: approved contracts, including collective
bargaining agreements; approved the terms of any borrowing; approved the multiyear financial
plan that the City was required to have; and imposed a wage freeze. In July 2012, after the

City had three consecutive fiscal years of adopting and adhering to balanced budgets and

was certified as having access for its debt in the general public market, BFSA entered into an
advisory period.® During the advisory period, the BFSA is generally limited to reviewing and
commenting on proposed borrowing, the City’s budget and financial management, and auditing
the City’s compliance with financial plans. However, the control period could be reimposed if the
City fails to meet certain standards, such as adopting a balanced budget or making payments
on debt when due. The advisory period will last until 2037, unless a control period is reimposed.

Current Budget Condition

E;g?,'gebg’!&‘vfe?, Z'ggg';i’c‘f;ggg?? I.?hfil;nd City of Buffalo - Available General Fund Balance,
available fund balance in the general fund 2002-2012
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The BFSA approved the initial draw-down of fund balance by the City as a part of Buffalo's
response to the Great Recession, but has included warnings about the continued use of fund
balance in its reviews of Buffalo's recent budgets. The BFSA noted that in addition to this available
fund balance, the City has established a “Rainy Day Fund” with $35.7 million as of June 30, 20121
The BFSA also credits the City with spending restraint and reasonable revenue projections.*?

The City’s multiyear financial plan for Fiscal Year (FY) 2013-14 to FY 2016-17 includes a
continued use of fund balance to balance budgets for the next four years, using almost all

that is available by FY 2016-17. In the FY 2013-14 budget alone, $12 million in fund balance

is projected to be used. The BFSA review of the plan questioned projected increases in State
aid that were not included in the State’s own financial projections, as well as the possible
overestimation of some other revenues and underestimation of some expenditures. The City has
not concluded a new collective bargaining agreement with the police union since the imposition
of the control period, and any additional costs from a new contract or from arbitration would add
to the pressure on the City’s budget.®
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Bond Ratings and Debt

On April 1, 2013, Moody'’s Investors Service affirmed the City of Buffalo’s Al rating —
indicating upper-medium grade and low credit risk — on all rated debt secured by the City’s
General Obligation (GO) pledge. The report states that the Al rating reflects the City’s overall
solid reserves and liquidity despite current declines and structurally imbalanced budgets in the
multiyear plan. The stable outlook reflects Moody’s belief that the City’s liquidity and reserve
position will remain adequate. The elimination of the need for seasonal cash flow borrowing in
the last five fiscal years provides evidence in support of this belief* Moody’s has upgraded
the City of Buffalo three times from Baa3 in 2003 to Al in 2012.

The City remains exposed to risks associated with potential State aid cuts, open labor
negotiations, ongoing litigation and stagnant growth related to a weak local economy. Moody'’s
analysts believe that the City’s current financial position and conservative fiscal management
provide a satisfactory cushion against these risks. They consider the development of a
multiyear plan and the oversight provided by BFSA to be key credit strengths for the City®

Also on April 1, 2013, Standard & Poor’s (S&P) assigned its A rating to the City of Buffalo.

The rating reflects S&Ps view of Buffalo’s strong financial position, built up through positive
operations. The S&P Report notes the City continues to face fiscal pressures, including
economic vulnerability, limited revenue raising flexibility between the property tax levy cap and
the City’s reliance on state aid, and significant post-employment liabilities.

Buffalo has debt service costs of 10.9 percent of total revenue, compared to 8.4 percent for
the median city. Outstanding debt as a percentage of full value is 9.8 percent, nearly triple the
3.3 percent for the median city. Debt per capita for Buffalo is $2,396, nearly double that of the
median city at $1,232. On the other hand, Buffalo’s debt outstanding has been declining in
recent years, from $691.6 million in 2008 to $626.2 million at the end of 2012.

Since the debt issued on behalf of the dependent school district is City debt, this adds to the
City’s debt burden. Partially to allow some relief to the City from school-related debts, the
Joint Schools Construction Board was established in 2000 to facilitate the redevelopment of
the City’s education facilities. Since 2003, $823 million in bonds to finance this redevelopment
have been issued by the Erie County Industrial Development Agency.'’
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In this report, figures for all cities and for median cities exclude New York City. State totals include New York City.
U.S. Census Bureau, American Community Survey, five-year estimate: 2007-2011.

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.

The Big Four cities include all cities (except New York City) that have dependent school districts: Buffalo,
Rochester, Syracuse and Yonkers.

Cities for which 2012 data was not available as of September 30, 2013: Amsterdam, Auburn, Binghamton, Ithaca,
Long Beach and Mechanicville.

This includes the sales and use tax and other non-property taxes, including the City of Yonkers’ income
tax. The City of Buffalo receives a distribution from Erie County’s sales tax collections. The amount of the
distribution is determined by an agreement between the City and County, and determined by a formula. See
Office of the State Comptroller, Local Government Sales Taxes: 2010 Update, “Appendix A", April 2010.

United State Department of Labor, Bureau of Labor Statistics, Consumer Price Index, All Urban Consumers, US
City Average (CPI-U).

Property taxes include real property taxes, assessments and other real property tax items, including payments in
lieu of taxes.

The amount of the property tax transfer has been consistent since 2008, and the City is generally required to
provide at least this much of its property tax levy to the school district, in accordance with the “maintenance of
effort,” Education Law, Section 2576 (5-b).

This certification was made jointly by the State Comptroller and the Buffalo City Comptroller.
For this purpose, “available fund balance” is all fund balance that is not restricted, committed, or appropriated.

Buffalo's Rainy Day Fund is not a separate reserve fund, but a portion of the City’s fund balance that is
committed to cover non-recurring emergencies.

12 Buffalo Fiscal Stability Authority, Annual Report of the Buffalo Fiscal Stability Authority, Fiscal Year Ended June
30, 2013, September 23, 2013.

13 BFSA, Annual Report 2013; City of Buffalo, Four Year Financial Plan, 2013-14 to 2016-17, May 1, 2013.

4 Moody'’s, New Issue: Moody’s assigns Al and stable outlook to the City of Buffalo’s (NY) $7.6 million G.O. bonds
and a MIG1 rating to $17.8 million in Bond Anticipation Notes, Series 2013, April 1, 2013.

15 Moody'’s, April 1, 2013.

16 Standard & Poor’s, Buffalo, NY’s 2013 General Obligation Bonds Assigned ‘A’ Rating; Rating On Parity Debt
Outstanding Affirmed, April 1, 2013.

7 Buffalo Joint Schools Construction Board, www.buffaloschools.org/Finance.cfm?subpage=1524.
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Population 2010: 261,310

Demographic Statistics
Percentage Change in Population, 1950-2010 -55% -20% 31%
Percentage Change in Population, 2000-2010 -10.7% 0.5% -1.4% 2.1%
Median Household Income, 2011 $30,230 $38,699 N/A $56,951
Child Poverty Rate, 2011 44.0% 28.1% N/A 20.3%
Unemployment Rate, Annual 2012 10.9% N/A N/A 8.5%

Property Value Statistics
Median Home Value, 2011 $66,200 $99,700 N/A $301,000
Owner-Occupied Housing Units, 2011 42.6% 50.5% 35.9% 54.8%
Property Vacancy Rate, 2011 17.8% 10.4% 10.0% 10.7%

Zg;(;entage of Property Value that is Tax Exempt, 36.9% 33.0% 34.20% 26.7%

Revenue and Tax Statistics
State Aid per Capita, 2012 $663.95 $196.36 $346.95

Available General Fund Balance as a Percentage
of Expenditures, 2012@

Constitutional Tax Limit Exhausted, 2012 71% 44% N/A
Cash Ratio, 2012® 116% 217% 122%
Debt Service as a Percentage of Revenues, 2012 10.9% 8.4% 8.3%

8.4% 8.9% 7.1%

(a) For these purposes, available fund balance is all fund balance that is not restricted, committed, or appropriated.
(b) Cash Ratio is combined funds cash and investments divided by current liabilities.

Source: U.S. Census Bureau; New York Department of Taxation and Finance; New York State Labor Department; Office of the State Comptroller.
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Thomas P. DiNapoli - New York State Comptroller

Division of Local Government and School Accountability

Central Office  Directory

Andrew A. SanFilippo, Executive Deputy Comptroller

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

Executive

474-4037

Gabriel F. Deyo, Deputy Comptroller
Nathaalie N. Carey, Assistant Comptroller

Audits, Local Government Services and Professional Standards

(Audits, Technical Assistance, Accounting and Audit Standards)

474-5404

Local Government and School Accountability Help Line (866) 321-8503 or 408-4934

(Electronic Filing, Financial Reporting, Justice Courts, Training)

New York State Retirement System
Retirement Information Services
Inquiries on Employee Benefits and Programs

Bureau of Member Services

474-7736
474-1101

Monthly Reporting Inquiries ..

474-1080
474-0167

Audits and Plan Changes
All Other Employer Inquiries

Division of Legal Services
Municipal Law Section

-...474-6535

474-5586

Other OSC Offices

Bureau of State Expenditures

Bureau of State Contracts

486-3017
474-4622

Office of the State Comptroller,
110 State St., Albany, New York 12236
email: localgov@osc.state.ny.us

Mailing Address
for all of the above:
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Division of Local Government and School Accountability

Regional Office  Directory

Andrew A. SanFilippo, Executive Deputy Comptroller

Gabriel F. Deyo, Deputy Comptroller (518) 474-4037
Nathaalie N. Carey, Assistant Comptroller

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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