Erie Co. Fiscal Stability Authority

295 Main Street, Suite 946 « Buffalo, New York 14203
Phone (716) 847-7184 « Fax (716) 847-7192
www.ecfsa.state.ny.us

July 6, 2016

Honorable John Mills
Majority Leader

Erie County Legislature
92 Franklin Street
Buffalo, New York 14202
Dear Chairman Mills:

Enclosed is a copy of the resolution passed unanimously by the Erie County Fiscal Stability
Authority (ECFSA) at its meeting on June 27, 2016.

e Resolution 16-02-Approving the 2015 Erie County Fiscal Stability Authority Annual
Financial Audit.

Slncerely,

Vetter
Exec tive Director, ECFSA

Enclosure

Comm. 13M-11
Page 1 of 38



Erie County Fiscal Stability Authority
Resolution No. 16-02
APPROVING THE 2015 ANNUAL FINANCIAL AUDIT

WHEREAS, Chapter 182 of the New York Laws of 2005 created the Erie County Fiscal Stability
Authority (“ECFSA”), to serve as a corporate governmental agency and instrumentality of the State
of New York, and as a public benefit corporation to “oversee [Erie] County’s budget, financial and
capital plans; to issue bonds, notes or other obligations to achieve budgetary savings and to finance
short-term cash flow or capital needs; and, if necessary, to develop financial plans on behalf of the
County if the County is unwilling or unable to take the required steps toward fiscal stability;” and

WHEREAS, the ECFSA is a public authority of the State of New York and, as such, section
3971(1) of the New York Public Authorities Law (“Public Authorities Law’) requires the ECFSA
to select an independent certified accountant to perform its annual financial audit; and

WHEREAS, in adopting Resolution 14-15 on October 28, 2014, the ECFSA, approved the firm of
Freed, Maxick, Battaglia, P.C., certified public accountants and an approved vendor for statewide
auditing and accounting services by the New York State Office of General Services, to provide
audit services to the ECFSA for fiscal years 2014, 2015 and 2016; and

WHEREAS, Freed Maxick, Battaglia, P.C., has completed the ECFSA 2015 annual financial audit
and has presented it to the ECFSA Board during an open meeting on; and

WHEREAS, section 2800(3) of the Public Authorities Law further requires the ECFSA to approve a
financial audit for fiscal year 2015; and

NOW, THEREFORE, BE IT RESOLVED that the ECFSA hereby approves the 2015 Audit, a copy
of which is attached to this resolution; and

BE IT FURTHER RESOLVED that the 2015 Audit be submitted to the Erie County Executive, the
Presiding Officer of the Erie County Legislature, the Erie County Comptroller, the Governor, the
State Comptroller, the Chair and Ranking Minority Member of the State Senate Finance Committee,
and the Chair and Ranking Minority Member of the State Assembly Ways and Means Committee,
as required by section 3971(1) of Public Authorities Law.

This resolution shall take effect immediately.
Hn’

Tames Sampson.
Chairman

Dated: June 27, 2016

Comm. 13M-11
Page 2 of 38



AUDITED
BASIC FINANCIAL STATEMENTS

ERIE COUNTY FISCAL STABILITY
= AUTHORITY
(A COMPONENT UNIT OF ERIE COUNTY)

L DECEMBER 31, 2015

Comm. 13M-11
Page 3 of 38



,,,,,
i

-
i
-
i

1

i

“THIS PAGE INTENTIONALLY LEFT BLANK™

ES I

Comm. 13M-11
Page 4 of 38



T ERIE COUNTY FISCAL STABILITY AUTHORITY
(A COMPONENT UNIT OF ERIE COUNTY)

3 Contents
7 Page

Independent AUdIHOr'S REPOT.......cco i e e e 1-2

- Wianagement’s Discussion and AnalysiS..........c.cccoo i 3-10

Basic Financial Statements:

— Statermnent of Net POSIHION ... 1
.......... Statement Of ACHVITIES ... et e e 12
,,,,, Balance Sheet - Governmental Funds.. ..o 13

,,,,,, Reconciliation of the Balance Sheet of Governmental Funds to the

Statement 0f Net POSIHION .............cocoiviveee et 14
j Statement of Revenues, Expenditures and Changes in Fund Balances -
GovernmMental FUNAS ... ettt e et e e s s eenae s e neneas 15
Reconciliation of the Statement of Revenue, Expenditures and Changes in
Fund Balances of Governmental Funds to the Statement of Activities ... 16
Notes fo Financial Statements ... 17 -30
£ Required Supplementary information:
Pl Schedule of the Authority’s Proportionate Share of Net Pension 31
Liability
- Schedule of the Authority’s Pension Contributions 32
= independent Auditor's Report on Internal Control over Financial

Reporting and on Compliance and Other Matters Based on an

— Audit of Financial Statements Performed in Accordance with

Government AUditing STanQardS ... e 33-34

Comm. 13M-11
Page 5 of 38



Freedl\/laxick’cp/_\s,m.

INDEPENDENT AUDITOR’S REPORT

The Board of Directors of Erie County Fiscal Stability Authority:
Buffalo, New York

Report on the Financial Statements

We have audited the accompanying financial staiements of the governmental activities and each major
fund of the Erie County Fiscal Stability Authority (the Authority), a component unif of Erie County, New
York, as of and for the year ended December 31, 2015, and the related notes to the financial statements,
which collectively comprise the Authority’s basic financial staiements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due fo fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States of America. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the Authority's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of
the Authority’s internal control. Accordingly we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonablensss of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriaie to provide a basis for
our audit opinions.

Comm. 13M-11
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Opinion

In our opinion, the financial staternents referred to above present fairly, in ali material respects, the
respective financial position of the governmental activities and each major fund of the Authority, as of
December 31, 2015, and the respective changes in financial position for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Emphasis of Mattsr

As stated in Note 1, the Authority adopted Governmenial Accounting Standards Board (GASB) Statement
No. 68, Accounting and Financial Reporting for Pensions — An amendment of GASB Siatement No. 27,
Statement No. 71, Pension Transition for Contributions Made Subsequent o the Measurement Date; and
Statement No. 76, The Hierarchy of Generally accepted Accounting Principles for Siate and Local
Governments.

Other Watters
Required Supplementary information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis, schedule of the Authority’s proporiionate share of net pension liability and ithe
schedule of the Authority’s pension contributions on pages on pages 3-10 and 31-32 be presented to
supplement the basic financial statements. Such information, although not a pari of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it o be an
essential part of financial reporting for placing the basic financial staternenis in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the meathods of preparing the information
and comparing the information for consistency with management's responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audii of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our repori dated March 29,
2016 on our consideration of the Authority’s internal controt over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracis, and grant agreemenis and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the resulis of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Authority's iniemal control over
financial reporting and compliance.

Fiudl Hapiet. CIHs, /.
Buffalo, New York
March 28, 2016

[\
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ilanagement’s Discussion and Analysis
Erie County Fiscal Stability Authority
Fiscal Year ended December 31, 2015

This section of Erie County Fiscal Stability Authority's (the Authority) annual financial report

presents its discussion and analysis of the Authority's financial performance during the fiscal year
ended December 31, 2015. Please read it in conjunction with the Authority's financial statements,
o which immediately follow this section.

The Erie County fiscal Stability Authority is a corporate governmental agency and instrumentality

of the State of New York constituiing a public benefit corporation. Although legally separate and

independent of Erie County, the Authority is incorporated into the financial statements of the
7 County as a blended component unit. {See notes to financial statements)

Financial Highlights

. The Erie County Fiscal Stability Authority’'s 2015 fiscal year was again highlighted by controlling
Lo spending to 86% of it's allocated budget. With a 2015 general fund operating budget of general
. and administrative expenditures of $537,953 and actual G & A expenditures of $465,102 the
" Authority achieved a savings of $72,850 or 14%. For the Tenth consecutive year, the Authority
has expended less than it's annual operating hudget by at least 7% or more, year over year.

The Authority remains committed to conduciing its oversight functions of Erie County finances
using the lowest level of resources it needs to meet its State mandated responsibiliies and
reporting requirements.

Overview of the Financial Statements

This annual report consists of two parts: management's discussion and analysis (this section} and
the basic financial statements. The basic financial statements include two kinds of statements
that present different views of the Authority:

« Statement of Net Position (Figure A-1)
o Changes in Net Position from Operating Results (Figure A-2)

------- The financial statements also include notes that explain some of the information in the statements
o and provide more detailed data. Figure A-1 shows how the various parts of this annual report are
arranged and related to one another.

Comm. 13M-11
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Government-wide Statemenis

The government-wide statements report information about the Authority as a whole using
accounting methods similar to those used by private-sector companies. The government-wide
financial statements present the financial piciure of the Authority from the economic resources
measurement focus using the accrual basis of accounting. These statemenis include all assets
and deferred outflows of resources of the Authority as well as all Tiabilities {including long-term
debt).

The two government-wide statements report the Authority’s net position and how they have
changed. Net position - the difference between the Authority's assets and liabilities - is one way to
measure the Authority’s financial heaith or financial position.

o Over time, increases or decreases in the Authority’s net position are an indicaior of
whether its financial position is improving or deteriorating, respectively.

e To assess the Authority’s overall health, you need to consider additional non-financial
factors such as changes in the bond interest rates.

Fund Financial Statements

The fund financial statements provide more detfailed information about the Authority's funds.
These statements consist of the balance sheet and the statement of revenues, expenditures and
changes in fund balances.

In addition to these two types of statements, the financial statements include a reconciliation
between the government-wide and fund financial statements. Accompanying notes to the
financial statements are an integral part of the financial statements.

Comm. 13M-11
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Financial Analysis of the Authority as a Whole

Figure A-1 summarizes the Authority’s net position as of December 31, 2015 and 2014.

Figure A-1
Condensed Statement of Net Position
(in thousands of dollars)
Total
Governmental Percentage
Activities Change
2015 2014
ASSETS:
Cash and cash equivalents $ 176 3 152 15.8%
Investments 38,086 36,008 8.3%
Sales tax receivable 53,164 46,939 13.3%
Efficiency grants receivable - 480 -100.0%
Serial bonds, loan and interest receivable
from Erie County 388,138 546,544 -29.0%
Other assets 15 9 86.7%
Total assets 480,479 630,132 -23.7%
Deferred outflows of resources 50
LIABILITIES:
Accrued liabilities 35 43 -18.6%
Accrued interest on bonds 4,119 5,811 -29.1%
Bond anticipation notes payable - 108,180 -100.0%
Unearned revenues - NYS efficiency grants 10 418 -97.6%
Unamortized bond premiums 22,963 29,930 ~23.3%
Due to Erie County - sales tax 53,164 46,939 13.3%
Due to Erie County - efficiency grants - 166 -100.0%
Due to Erie County - debt set-asides 38,919 35,936 8.3%
ECFSA funds held for payoff 51 51 0.0%
Residual accrued interest 1 1 0.0%
Bonds payable 349,040 391,770 -10.9%
Net pension liability 31 - 100.0%
Total liabilities 468,333 620,253 -24 5%
NET POSITION:
Restricted for debt service 12,032 9,859 22.0%
Unrestricted 164 20 720.0%
Total net position $ 12,196 $ 9879 23.5%
Comm. 13M-11
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The Authority's overall total net position increased 23.5% in 2015 to $12,196 from $9,879 in 2014
mainly due to slight increases in investments held in trust for the payment of long term debt offset
by decreases in bond anticipation notes payables, bonds payables, and other accrued liabilities.

Cash and cash equivalents increased 15.8% due io less than expected expenditures. The
Authority withholds $40,000 each month from the interception of sales tax revenues from New
York State to fund it's operations. Cash outflows for operational expenditures each month may or
may not exceed the monthly operational funding.

Since the Authority has an arrangement with Erie County fo issue bonds on it's behalf and then
use the funds to purchase mirror bonds “notes” from the County, the Authority accrues interest
receivable from the County on those mirror bonds and reduces the receivable when payment is
received from Erie County and made to the outside bondholders. The Authority has an ongoing
requirement to sei aside Erie County funds through the interception of sales tax revenues from
New York State to make the periodic interest and principal payments on it's outstanding bonds
issued. The Authority's “total liabilities” correspondingly decreased primarily as a result of the
reduction in outstanding bonds payable (long term debt) and no issuance of Revenue Anticipation
Notes (Short term debt) in 2015.

Accrued interest payable, bond anticipation notes payable, unamortized bond premiums, bonds
payable, debt set-asides, due to Erie County, and residual accrued interest due to Erie County all
relate as liability components to the Authority’s 2015 and 2014 issuance of bonds.

Comm. 13M-11
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Figure A-2

Changes in Net Position from Operating Results
(in thousands of dollars)

Total
Governmental Percentage
Activities Change
2015 2014
GENERAL REVENUES:
Sales tax 425226  $ 418,572 1.6%
Efficiency grant income 404 972 -58.4%
Interest and other income 17,385 19,397 -10.4%
Less - distributions to Erie County (425,036) {419,064) -1.4%
Total revenues 17,979 19,877 -8.5%
EXPENSES:
Generail and administrative 442 487 -9.2%
Interest and amortization 15,211 16,074 -5.4%
Excess funds distribution 4 -100.0%
Other expenses-RAN issuance costs - 218 100.0%
Total expenses 15,657 16,561 -5.5%
Change in net position 2,322 3,098 25.0%
Net position - beginning, as previously stated 9,879 6,781 -50.4%
Restatement of net position - Note 10 (5) - -100.0%
Net position - beginning, as restated 9,874 8,781 45.6%
Net position - ending $ 12,196 $ 9,879 23.5%
Comm. 13M-11
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Factors Bearing on the Authority’s Future

The Authority was created on July 12, 2005 by Chapter 182 of the Laws of 2005, and amended by
Chapter 183 of the Laws of 2005, to monitor and oversee the finances of the County. The
Authorily is enacted to operate through December 31, 2039.

Revenues & Sales Tax Disiribution

Revenues of the Authority includes the County's share of sales tax revenue and interest income
earned on cash held by the Authority, granted to the County. The Authority's enabling Tegislation
grants the Authority a first lien and perfected security interest in net collections from sales and
compensating use tax authorized by the State and levied by the County.

The current sales and compensation use tax rate in the County is 4.75% consisting of a 3.00%
base rate and a 1.75% additional rate, which is subject to periodic renewals. The Authority
receives all sales tax revenue imposed by the County except for the component that is allocable
io the towns, cities, schoo! districts and villages within the County. Sales tax revenue is
dependent upon various factors including economic conditions in the County, which has
experienced numerous cycles of growih and recession.

Sales tax revenue of the Authority for the year ended December 31, 2015 amounted to
$425,226,000. The Authority received $17,385 in interest on sales tax transferred to the Authority
by the New York State Office of the State Comptroller. In addition the Authority realized $67 in
interest income on cash held in interest-bearing bank accounts and interest income on notes
receivable from the County amounting to $376,683.

Revenue of the Authority must be applied first to pay debt service on the Authority bonds, then for
Authority operating expenses and finally subject to agreements with the County, the balance is
transferred to the County. The Authority transferred $425,036,000 in net sales tax revenues fo
the County in the 2015 fiscal year.

Contacting the Authority’s Financial Management

This financial report is designed to provide the Authority’s citizens, taxpayers, customers, and
investors and creditors with a general overview of the Authority’s finances and to demonstrate the
Authority’s accountability for the money it receives. If you have guestions about this report or need
additiona! financial information, contact the Authority by phone at (716)847-7184, by email at
info@ecfsa.state.ny.us or by mail at Erie County Fiscal Stability Authority, 285 Main Street, Suite
948, Buffalo, New York 14203.

Comm. 13M-11
Page 13 of 38

10



ERIE COUNTY FISCAL STABILITY AUTHORITY
(A Component Unit of Erie County)

Statement of Net Position

December 31, 2015

ASSETS
Cash and cash equivalents
Investments
Due from other governments - NYS sales tax
Prepaids
interest receivable on notes with Erie County
Serial bond receivabie - Erie County
Loan receivable - Erie County
Unamortized discount - Erie County serial bonds
Unamortized discount - Erie County- due in ane year

Total assets

DEFERRED OUTFLOWS OF RESQURCES
Deferred pension outflows
Deferred pension outflows, contributions subsequent o measurement date
Deferred cutflows of resources

LIABILITIES
Accrued liabilities
Accrued interest on bonds
Due to Erie County
Sales Taxes
Debt service set-asides
Interest on debt service set- asides
Unamortized bond premiums
Bonds payable:;
Due within one year
Due beyend one year
Unearned revenues - NYS efficiency grants
ECFSA funds held for payoff
Residual accrued interest
Net pension liability

Total liabilities
NET POSITION
Restricted for debt setvice

Unrestricted

Total net position

See notes to basic financial statements.
1

Governmental
Activities

176,096
38,986,410
53,163,439

15,427
3,568,060
274,475,000
74,565,000
27,569,497
7,960,809

480,479,738

10,014
39,803

49,817

35,288
4,118,963

53,163,439
38,918,914

599
22,962,968

46,935,000
302,105,000
10,000
50,469
1,238
31,120

468,333,097

12,032,205
164,253

12,196,458

Comm. 13M-11
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ERIE COUNTY FISCAL STABILITY AUTHORITY
(A Component Unit of Erie County)

Statement of Activities

For the year ended December 31, 2015

GENERAL REVENUES
State sales taxes remitted to Erie County
Staie sales taxes set aside for Bonds
State sales taxes retained by ECFSA
State efficiency grants
interest earned on sales tax
Interest earned on notes with Erie County
Other interest income

Total general revenues
EXPENSES
General and administrative
Distributions
Erie County - NYS sales taxes
Erie County - NYS efficiency granis
Debt service set-asides
Bond interest expense
Excess funds distribution
Total expenses

Change in net position
Net position - beginning of year, as previously stated
Restatement of net position- note 10

Net position- beginning of year, as restated

Net position - ending

See notes to basic financial statements.
12

Governmenial
Activities

361,120,196
63,602,604
480,000
404,656
23,275
17,384,613
87

443,015,411

441,969

361,120,196
312,831
63,602,604
15,211,183
4,827

440,693,410

2,322,001

9,878,803

(4,436)

9,874,457

12,196,458

Comm. 13M-11
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ERIE COUNTY FISCAL STABILITY AUTHORITY

(A Component Unit of Erie County)

Balance Sheet - Governmental Funds

December 31, 2015

General Debt Service
Fund Fund Total
f ASSETS
Cash and cash equivalents 3 176,098 3 - 3 176,096
Investmenis 19 38,886,390 38,586,409
Due from other governments - NYS Sales taxes 53,163,438 - 53,163,439
L Prepaids 15,427 - 15,427
Total assets $ 53,354,981 § 38,886,380 % 92,341,371
. LIABILITIES
- Accrued liabilities 3 35287 % - $ 35,287
3 Due to Erie County:
Sales taxes 53,163,439 - 53,163,439
. Debt service set-asides - 38,918,914 38,918,914
o Interest revenue on bond set-asides 699 - 699
o Unearned revenues - NYS efficiency grants 10,000 - 10,000
o ECFSA funds held for payoff - 50,469 50,469
Residual accrued inierest - 1,236 1,236
Total liabilities 53,209,425 38,970,619 92,180,044
i FUND BALANCES
3 Nonspendable - prepaid expenses 15,427 - 15,427
Restricted for debt service - 15,771 15,771
N Unassigned 130,129 - 130,129
. Total fund balances 145,556 15,771 161,327
ok
Total liabilities and fund balances $ 53,354,981 % 38,986,390 % 92,341,371
L See notes to basic financial statements. Comm. 13M-11
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ERIE COUNTY FISCAL STABILITY AUTHORITY
(A Component Unit of Erie County)

Reconciliation of Balance Sheet of Governmental Funds
to the Statement of Net Position

December 31, 2015

Total fund balances - governmental funds

Amounts reported for govemnmental activities in the Statement of Net Position are different because:

Interest receivable is recognized when earned in the government-wide statements . In the
governmental funds balance sheet interest is accrued only if it wit! be recsived within sixty days of year
end. This is the poriion of interest receivable relaied to fong term debt which will not be received

within sixty days of year end.

Purchase of notes and long term bonds issued to the Authority by Erie County are reported as assets
in the Statement of Net Pasition but not reported as assets in the governmental funds balance sheet.

Deferred outflows are not assets of the current period and therefore are not reported in the funds,

Unamortized bond premiums for long term debt are reported as a liability in the Statement of Net Position
and not reporied in the governmental funds balance sheet.

Accrued interest on long-term debt is reported as a liability in the Statement of Net Position
and not reported in the governmental funds balance sheet.

Unamortized bond discounts for fong term debt are reported as an asset in the Statement of Net Position
and not reported in the governmental funds balance sheet.

§ 161,327

3,568,060

349,040,000

49,817

(22,962,968}

(4,118,963)

35,530,306

Pension liabilities are not due and payable in the current period and therefore are not reported in the funds. {31,120}

Certain liabilities, including bonds payable are not due and payable currently and therfore are
not reported as liabilities in the governmental funds balance sheet but for accrual basis purposes are
reported in the Statement of Net Position. These liabilities consist of long term debt assiciated with the
the 20134, 2013B, 2013C, 2011A, 20118, 2011C, 2010A, 20108 and 2010C series bond issuances.

Net position of governmental activities

{349,040,000)

$ 12,196,458

See notes to basic financial statements. Comm. 13M-11
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ERIE COUNTY FISCAL STABILITY AUTHORITY

(A Component Unit of Erie County)

Statement of Revenues, Expenditures and

Changes in Fund Balances - Governmental Funds

For the year ended December 31, 2015

REVENUES
State sales taxes remitted to Erie County $
State sales taxes set aside for bonds
State sales taxes retained by ECFSA
NYS efficiency grants
Interest earned on sales taxes
Other interest income
Principal payments received on notes with Erie County
Interest received on notes with Erie County
Total revenues

EXPENDITURES

General and administrative

Distributions:
Erie County - sales taxes
Erie County - efficiency grants
Debt service set-asides

Debt Service for revenue anticipation notes:
Principal
Interest

Excess Funds Distribution - RAN Account
Total expenditures

Net change in fund balances
Fund balances - heginning

Fund balances - ending $

See notes to basic financial statements,

15

Total
General Debt Service Governmental
Fund Fund Funds
361,120,196 §$ - $ 361,120,198
63,602,604 - 63,602,604
480,000 - 480,000
404,656 - 404,656
23275 - 23,275
67 - 67
376,683 17,889,713 18,266,396
- 42 730,000 42 730,000
426,007,481 60,619,713 486,627,194
465,102 - 465,102
361,120,196 - 361,120,196
312,831 - 312,831
63,602,604 - 63,602,604
- 42 730,000 42 730,000
1,186,683 17,889,713 19,076,396
4,627
426,692,043 60,619,713 487,307,129
(684,562} - (684,562)
830,118 15,771 845,889
145556 $ 15771 % 161,327
Comm. 13M-11

Page 18 of 38



ERIE COUNTY FISCAL STABILITY AUTHORITY
(A Component Unit of Erie County)

Reconciliation of the Statement of Revenues, Expenditures,
and Change in Fund Balances of Governmental Funds to the
Statement of Activities

For the year ended December 31, 2015

Net change in fund balances - total governmental funds
Amounts reported for governmental activities in the statement of activities are different because:

Interest revenue on noies with Erie County relating to long & short term debt is reported in the Staternent
of Activities and not reported in the governmental Statement of Revenue and Expenditures,

Amoriization of Issuance costs for long term debt are amortized over the term of the debt in the
Statement of Activities and are not reported in the governmental Statement of Revenue and Expenditures.

Interest expense accrued on long term debt is reported in the Statement of Activities and not reported
in the governmental funds statement of revenue and expenditures.

The repayment of serial bonds and long term notes receivable from Erie County is recorded as a revenue in the
government funds Statement of Revenues & Expenditures but not on the Statement of Activities.

The repayment of long term notes receivable interest from Erie County is recorded as a revenue in the
government funds statement of revenues & exependitures but not on the staterment of activities.

The payment of principal on long term debt is recorded as an expenditure in the governmental funds
statement of revenues & expenditures and not recorded in the government wide statement of activities.
It will howaver be recorded as a reduction of the long term debt principal in the Hability section of the
government wide statement of net assets.

The paymeni of inierest on long term debt is recorded as an expenditure in the governmental funds
statement of revenues & expenditures and not recorded in the government wide statement of aclivities.
1t will however be recorded as a reduction of the long term debt interest receivable in the asset
section of ihe government wide statement of net position.

The repayment of RAN notes receivable interest from Erie County is recorded as a revenue in the
govemment funds statement of revenues & exependitures but nat on the statement of acivities.

Increase in the proportionate share of net pension liability reported in the Statement of Nef Position does not
provide for or require the use of current financial resources and therefore is not reported as expenditures in the
governmenial funds.

increase in the propertionate share of the net deferred inflow and outflow reported in the Statement of Net Position
of the difference during the mreasurement period between the Authority's contributions and its proportionate share
to the total contributions to the pension systems susequent to the measurement date do not provide for or require

the use of current financial resources and therefore are not reported as expenditures in the governmental funds.

Interest expense accrued on long term debt is reported in the Staternent of Activities and not reporied
in the governmental funds statement of revenue and expenditures,

Change in net position of governmental activities

$ (684,562)

17,384,613

(4,793,958)

(10,417,225)

(42,730,000}

(17,889,713)

42,730,000

17,889,713

(376.683)

10,507

12,626

1,186,683

§___ 2322001

See notes o basic financial statements. Comm. 13M-11
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ERIE COUNTY FISCAL STABILITY AUTHORITY
(A COMPONENT UNIT OF ERIE COUNTY)

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 1, ORGANIZATION

Erie County Fiscal Stability Authority (the Authority) is a corporate governmental agency and
instrumentality of the State of New York (the Staie) constituting a pubiic benefit corporation. The
Authority is incorporated into the financial statements of Erie County, New York (the County) as a
blended component unit. The Authority was created on July 12, 2005, to monitor and oversee the
finances of the County. Agencies and departments to be covered by the Authority’s activities include all
Erie County Depariments, Erie Community College, the Buffalo & Erie County Pubiic Libraries and Erie
County Sewer Districts.

The business of the Authority is carried out by the Authority's Board of Directors at public meetings,
which are required to be held not less than guarterly during a control period and not less than annually
during an advisory period. Board meetings are typically held monthly. No action may be taken by the
Authority without a favorable vote of at least four directors. The Authority is to be governed by seven
directors, each appointed by the Governor including one each appointed on the writien
recommendation of the Temporary President of the State Senate, the Speaker of the State Assembly
and the State Comptroller. The Governor designates a chair and vice chair from among the directors.
One director appointed by the Governor and the directors appointed on the recommendation of the
Temporary President of the State Senate, the Speaker of the State Assembly and the State Comptroller
must be residents of Erie County. All directors of the Authority serve without salary.

In its oversight capacity, the Authority is vested with control and advisory powers to review County
financial plans submitted to it and make recommendations, or if necessary, adverse findings thereon.
Annually, the Authority is required to review and approve a budget and four-year financial plan
submitted by the County, which details expenditures, revenues and gap closing measures. The
Authority may impose a control period upon, make one of several statutory findings concerning the
County's financial position and, if necessary, develop financial plans on behalf of the County, if the
County is unwilling or unable to take the required steps toward fiscal stability. The Authority is also
empowered fo make appropriated State aid available as it determines necessary in the form of
efficiency granis.

On November 3, 2008, the Authority imposed a control period on the County in accordance with
Section 3595(1)(e} of New York Public Authorities Law through resolution 08-48. The resolution
empowered the Authority to operate with its maximum authorized compliment of conirol and oversight
powers over County finances. On that date, the Board also imposed a hiring freeze and a contract
review process.,

On June 2, 2010 the Authority elected to revert from control status to advisory status.

The Authority is required to comment on proposed borrowings by the County and it may issue bonds or
other obligations to achieve budgetary savings through debt restructuring, deficit financing or by
financing short-term cash flow or capiial needs. The aggregate principal amount of long-term general
obligation or revenue borrowing by the Authority on behalf of the County shall not exceed $700 millien
at any one time excluding any cost of issuance, debt reserve fund or future refunding of bonds net of
unearned bond accretion. In addition, the aggregate principal amount of short-term cash flow
borrowing by the Authority on behalf of the County shall not exceed $250 million at any one time.

Comm. 13M-11
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ERIE COUNTY FISCAL STABILITY AUTHORITY
(A COMPONENT UNIT OF ERIE COUNTY)

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 1. ORGANIZATION (Continued)

Revenue of the Authority consists of sales tax revenue, defined as net collections from sales and
compensating use taxes, penalties and interest authorized by the State and imposed by the County on
the sale and use of tangible personal property and services in the County, and investment earnings on
funds deposited in Authority bank accounts. Sales tax revenue collected by the New York State Office of
the State Comptroller (the State Comptroller) for transfer to the Authority are not subject to appropriation
by the State or County. Revenues of the Authority that are not required to pay operating expenses and
other costs of the Authority are payable io the County as frequently as praciicable.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. DESCRIPTION OF GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all of the nonfiduciary activities of the Authority. Governmental
activities normally are supported by sales taxes.

B. BASIS OF PRESENTATION

The Authority has prepared its financial siatements in accordance with accounting principles
generally accepted in the United States of America. The Authority has prepared government-wide
financial statements titled the statement of net position and statement of activities as well as the
required supplementary information titled management’s discussion and analysis which precedes the
financial statements. The Authority also prepares the fund financial statements, which are the general
and debt service fund balance sheet, and statement of revenues, expenditures and changes in fund
balances.

C. MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT
PRESENTATION

The financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when
a liability is incurred, regardless of the timing of the related cash flows. New assets, revenues,
expenses, gains, and losses are classified based on the existence or absence of donor-imposed
restrictions. Amounts for each of the two classes of net position — restricted and unrestricted — are
displayed in the statement of net position and the amounts of change in each of those classes of net
position are displayed in the statement of activities.

The Authority follows the modified accrual basis of accounting on its governmental funds, which
focuses on changes in available resources, in preparation of the fund financial statements. Under the
modified accrual basis of accounting, revenues and related receivables are recorded in the
accounting period that they become both measureable and available. Available means collectible
within the current period or soon enough thereafter to be used to pay liabilities of the current period
(sixty days or less). Expenditures and related liabilities are recognized in the accounting period the
liability is due and payable. The Governmental Accounting Standards Board (GASB) is the accepied
standard setting body for establishing governmental accounting and financial reporting principles.

Comm. 13M-11
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ERIE COUNTY FISCAL STABILITY AUTHORITY
(A COMPONENT UNIT OF ERIE COUNTY)

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The Authority reports the following funds as major governmental funds:

General fund - the Authority’s primary operating fund and accounts for substantially all activity of
the Authority.

Debt Service fund - this fund accounts for cerfain sales tax revenue that is set-aside to service the
debt service of the Authority’s serial bonds.

Revenue Recognition: No revenues are generaied from operating activities of the Authority,
therefore, all revenues are defined by the Authority as general revenuas. Revenues are received in
the General Fund. Overhead expenses of the Authority that arise in the course of providing the
Authority’'s oversight services, such as payroll and office expenses, are considered operating
expenses and are accounied for in the General Fund.

Postemployment Benefits Other Than Pensions: The Authority has no obligation requiring
financial statement reporting under GASB Statement No. 43 or GASB Statement No. 45, as there are
no employees of the Authority who are currently entifled to postemployment benefits other than
pensions.

Cash and Cash Equivalents: Cash and cash equivalents include certificates of deposit which
mature within 90 days of issuance, if applicable.

. Bond Issuance Costs: Bond issuance costs are expensed and recognized in the period issued in

the governmental funds. The Authority adopted GASB Statement No. 65 in 2013 which requires bond
issuance costs to also be expensed and recognized in the period issued in the government-wide
staterments.

. Bond Premiums: In the government-wide statements, proceeds from the issuance of bonds

received in excess of face value (premiums) are deferred and added to the bonded liability. These
amounts are subsequently amortized on a straight-line basis as an offset of interest expense over the
life of the bond.

Net Position: GASB requires the classification of nat position inio three components, of which the
Authority uses two, as defined below:

Restricted Net Position - consists of net positions with constraints placed on their use either by (1)
external groups such as creditors, grantors, contributors, or laws or regulations of other governments;
or (2) law through constitutional provisions or enabling legislation.

Unrestricted Net Position - all other net positions that do not meet the definition of "restricted".

Use of Estimates: The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and labilities at the date of the financial staiements and the reporied amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

. DEFERRED OUTFLOWS/INFLOWS OF RESOURCES

In addition to assets, the Statement of Net Position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period(s) and so will
not be recognized as an outflow of resources (expense/ expenditure) until @Eﬁn}”ﬂe /I\tgmmy»]
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ERIE COUNTY FISCAL STABILITY AUTHORITY
{A COMPONENT UNIT OF ERIE COUNTY)

MOTES TO BASIC FINANCIAL STATEMENTS

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

only has two items that qualify for reporting in this category. These are related to pensions
reported in the government-wide Statement of Nei Position. See details of deferred pension
outflows in Note 3.

In addition to liabilities, the Statement of Net Position wili sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of resources,
represents an acquisition of net position that applies to a future period(s) and so will not be recognized
as an inflow of resources (revenue) until that time. The Authority has only one type of item that qualifies
for reporting in this category.

L. NEW ACCOUNTING PRONQUNCEMENTS

During the fiscal year ended December 31, 2015, the Authority adopted the provisions of
Governmental Accounting Standards Board (GASB) Statement No. 68, Accounting and Financial
Reporting for Pensions — An amendment of GASB Statement No. 27, Statement No. 71, Pension
Transition for Contributions Made Subsequent fo the Measurement Date, and Statement No. 76, The
Hierarchy of Generally Accepted Accounting Principles for State and Local Governments.

The primary objective of Statemeni No. 68 and No. 71 is to improve accouniing and financial
reporting by state and local governments for pensions. It also improves information provided by state
and local governmental employers about financial support for pensions that is provided by other
entiies. These Statements result from a comprehensive review of the effectiveness of existing
standards of accounting and financial reporting for pensions with regard to providing decision-useful
information, supporting assessments of accountability and interperiod equity, and creating additional
fransparency.

The GASB has issuad the following new statements:

e Statement No. 72, Fair Value Measurement and Application, which will be effective for the year
ending December 31, 2016; and

The Authority is currently reviewing these statements and plans on adoption, as required.
M. SUBSEQUENT EVENTS

These financial statements have not been updaied for subsequent events occurring after March 29,
2016 which is the date these financial statements were available to be issued.

NQTE 3. DETAIL NOTES ON ALL ACTIVITIES AND FUND

PENSION OBLIGATIONS
New York State and Local Employees’ Retirement System (ERS)
PLAN DESCRIPTION

The Authority participates in the New York State and Local Employees’ Retirement System (ERS), which
is referred to as New York State and Local Retirement System (the System). This is a cost-sharing
multiple-employer retirement system. The System provides retirement benefits as well as death and
disability benefits. The net position of the System is held in the New York State Common Retirement
Fund (the Fund), which was estabiished 1o hold all net assets and record changes in plan net position
allocated to the Systemn. The Comptroller of the State of New York serves as the trustee of the Fund and
is the administrative head of the System. Comm. 13M-11
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ERIE COUNTY FISCAL STABILITY AUTHORITY
(A COMPONENT UNIT OF ERIE COUNTY)

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 3. DETAIL NOTES ON ALL ACTIVITIES AND FUND (Continued)

The Comptroller is an elected official determined in a direct statewide election and serves a four year
term. Thomas P. DiNapoli has served as Comptrolier since February 7, 2007, In November 2014, he was
elected for a new term commencing January 1, 2015, System benefits are established under the
provisions of the New York State Retirement and Social Security Law (RSSL). Once a public employer
elects to participate in the System, the election is irrevocable. The New York State Constitution provides
that pension membership is a contractual relationship and plan benefits cannot be diminished or
impaired. Benefits can be changed for future members only by enacimeni of a State statute. The
Authority also participates in the Public Employees’ Group Life Insurance Plan (GLIP), which provides
death benefits in the form of life insurance. The System is included in the State’s financial report as a
pension trust fund. That report, including information with regard to benefit's provided, may be found at
www.osc.state. ny. us/retire/publicationsfindex.php or obtained by writing to the New York State and Local
Retirement System, 110 State Street, Albany, NY 12244,

CONTRIBUTIONS

The System is noncontributory except for employees who joined the System after July 27, 1976 who
contribute 3 percent of their salary for the first ten years of membership, and employees who joined on or
after January 1, 2010 who generally contribute 3 percent of their salary for the entire length of service.
For Tier 6 members, the contribution rate varies from 3 percent to 6 percent depending on salary,
Generally, Tier 5 and 6 members are required to contribute for all years of service. Under the authority of
the NYSRSSL, the Comptroller annually certifies the actuarially determined rates expressly used in
computing the employers’ contributions based on salaries paid during the Systems' fiscal year ending
March 31.

Contributions for the current year and two preceding years were equal to 100 percent of the contributions
required and were as follows:

2015 $ 53,522
2014 50,038
2013 52,037

The Authority chose to prepay the required contribution by December 15 and received an overall discount
of $482.

PENSION LIABILITIES, PENSION EXPENSE, AND DEFERRED QUTFLOWS OF RESOURCES AND
DEFERRED INFLOWS OF RESOURCES RELATED TO PENSIONS

At December 31, 2015, the Authority reported a liability of $31,120 for its proportionate share of the net
pension liability. The net pension liability was measured as of March 31, 2015 and the total pension
lizbility used to calculate the net pension liability was determined by an actuarial valuation as of that date.
The Authority's proportion of the net pension liability was based on a projection of the Authority's long-
term share of contributions to the pension plan relative to the projected contributions of all participating
members, actuarially determined.

At March 31, 2015, the Authority's proportion of the net pension liability was .00921 percent.

Comm. 13M-11
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ERIE COUNTY FISCAL STABILITY AUTHORITY
(A COMPONENT UNIT OF ERIE COUNTY)

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 3. DETAIL NOTES ON ALL ACTIVITIES AND FUND (Continued)

For the year ended December 31, 2015, the Authority recognized a pension expense of $16,670. At
December 31, 2015 the Authority's reported deferred outflows of resources and deferred inflows of
resources related to pensions arose from the following sources:

Deferred Outflows Deferred Inflows
Of Resources of Resources
Differences between expected
and actual experience $ 996 $ -
Changes of assumptions - -
Net difference between projected
and actual earnings on pansion
plan invesiments 5,405 -
Changes in proportion and
differences between the Authority's
confributions and proportionaie
share of contributions 3,613 -
Total $ 10.014 $ -
Authority’s contributions subseguent to
the measurement date $...39803 % -

The amount of $39,803 reported as defetred outflows of resources related to pensions resulting from the
Authority's contributions subsequent to the measurement date will be recognized as a reduction of the net
pension liability in the year ended December 31, 2016. Other amounts reported as deferred outflows of
resources related to pensions will be recognized in pension expense as follows:

Year ended:
2016 % 2,504
2017 2,504
2018 2,504
2019 2,504
2020 -
Thereafter -

Comm. 13M-11
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ERIE COUNTY FISCAL STABILITY AUTHORITY
(A COMPONENT UNIT OF ERIE COUNTY)

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 3. DETAIL NOTES ON ALL ACTIVITIES AND FUND (Continued)

ACTUARIAL ASSUMPTIONS

The total pension liability as of the March 31, 2015 was determined by using an actuarial valuation as of
April 1, 2014, with update proceduras used to roll forward the total pension liability to March 31, 2015.
The actuarial valuation used the following actuarial assumptions.

Significant actuarial assumptions used in the April 1, 2014 valuation were as follows:

infiation rate 2.7%

Salary increases 4.9%

Iinvestment rate of return (net of
investment expense, including inflation) 7.5%

Annuitant mortality rates are based on April 1, 2005 — March 31, 2010 System's experience with
adjustments for mortality improvements based on MP-2014.

The actuarial assumptions used in the April 1, 2014 valuation are based on the results of an actuarial
experience study for the period April 1, 2005 — March 31, 2010,

The long term expected rate of return on pension plan investments was determined in accordance with
Actuarial Standard of Practice (ASOP) No. 27, Selection of Economic Assumptions for Measuring
Pension Cbligations. ASCP No. 27 provides guidance on the selection of an appropriate assumed
investment rate of return. Consideration was given to expected future real rates of return {expected
returns, net of pension plan investment expense and inflation) for equities and fixed income as well as
historical investment data and plan performance.

Best estimates of arithmetic real rates of return for each major asset class included in the target asset
allocation as of March 31, 2015 are summarized below:

Long Term Expected

Asset Class Real Rate of Return
Domestic equity 7.30%
International equity 8.55
Private equity 11.00
Real estate 8.25
Absolute return strategies 6.75
Opportunistic portiolio 8.60
Real assets 8.65
Bonds and morigages 4.00
Cash 225
inflation-indexed bonds 4.00

Comm. 13M-11
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ERIE COUNTY FISCAL STABILITY AUTHORITY
(A COMPONENT UNIT OF ERIE COUNTY)

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 3. DETAIL NOTES ON ALL ACTIVITIES AND FUND (Continued)

DISCOUNT RATE

The discount rate used to calculate the total pension liabifity was 7.5%. The projection of cash flows used
to determine the discount rate assumes that contributions from plan members will be made at the current
contribution rates and that contributions from employers wili be made at statutorily required rates,
actuarially determined. Based upon the assumptions, the System’s fiduciary net position was projected to
be available 1o make all projected future benefit payments of current plan members. Therefore the long
term expecied rate of return on pension plan investments was applied to all periods of projected benefit
payments to determine the total pension liability.

SENSITIVITY OF THE PROPORTIONATE SHARE OF THE NET PENSION LIABILITY TO THE
DISCOUNT RATE ASSUMPTION

The following tables presents the Authority’s proportionate share of the net pension liabiiity calculated
using the discount rate of 7.5%, as well as what the Authority’s proportionate share of the net pension
liability would be if it were calculated using a discount rate that is 1-percentage point lower (6.5%) or 1-
percentage point higher (8.5%) than the current rate:

ERS
1% Current 1%
Decrease Assumption Increase
(6.5%) (7.5%) (8.5%)
Authority’s proportionate share
of the net pension liability (asset} $ 207,426 $ 31,120 $ (117,727)

PENSION PLAN FIDUCIARY NET POSITION

The components of the current-year net pension liability of the employers as of March 31, 2015 were

as follows:
ERS
{Dollars_in Thousands)
Employers’ total pension liability $ 164,591,504
Plan net position 161,213,259
Employers net pension iotal $__ 3378245

Ratio of Pian net position to the
Employers' total pension liability 97.9%

NOTE 4. DEPOSITS AND INVESTMENTS

The Authority’s investment policies are governed by State statutes as required by New York Public
Authority’s Law. In addition, the Authority has adopted their own writien investment policy. The
Authority’'s monies must be deposited in FDIC insured commercial banks or trust companies located
within the State. Permissible invesiments include demand accounts and certificates of deposit,
obligations of the U.S. Treasury and U.S. Agencies, repurchase agreements and obligations of New York
State or its localities.

Comm. 13M-11
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ERIE COUNTY FISCAL STABILITY AUTHORITY
(A COMPONENT UNIT OF ERIE COUNTY}

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 4. DEPOSITS AND INVESTMENTS (Continued)

Collateral is required for demand and time deposits and certificates of deposi not covered by Federal
Deposit Insurance. Obligations that may be pledged as collateral are obligations of the Uniied Staies and
its agencies and obligations of the State and municipaiities and school districts.

Investments consist of accounts held at Wilmington Trust for set-aside sales tax revenue for the payment
of the Authority’s debt service requirements. These set-aside funds are held on behalf of Erie County for
its payment of mirror serial bonds payable io the Authority in a segregated trust account and not
commingied with the assets of the bank. Additionally, they are invested in Treasury Securities which
provides for full principal protection in accordance with the Eligible Investments of the Indenture. The
balance in these accounts is $38,986,410 at December 31, 2015.

Investment and Deposit Policy
The Authority implemented Governmental Accounting Standards Board Statement No. 40, Deposit and
investment Risk Disclosures.

The Authority currently follows an investment and deposit policy as directed by State statutes, the overall
objective of which is to adequately safeguard the principal amount of funds invested or deposited;
conformance with federal, state and other legal requirements; and provide sufficient liquidity of invested
funds in order to meet obligations as they become due. Oversight of investment activity is the
respansibility of the Board of Directors.

Interest Rate Risk

Interest rate risk is the risk that the fair value of investments will be affected by changing interest rates.
The Authority’s investment policy does not limit investment maturities as a means of managing its
exposure to fair value losses arising from increasing interest rates.

Credit Risk

The Authority's policy is to minimize the risk of loss due to failure of an issuer or other counterparty to an
investment to fulfill its obligations. The Authority’s investment and deposit policy authorizes the reporting
entity to purchase the following types of investments:

e Interest bearing demand accounts.

e Certificates of deposit.

e Obligations of the United States Treasury and United States agencies.
o  Obligations of New York State and iis localities.

Custodial Credit Risk

Custodial credit risk is the risk that in the event of a failure of a depository financial institution, the
reporting entity may not recover its deposits. In accordance with the Authority’s investment and deposit
policy, all deposits of the Authority including interest bearing demand accounis and certificates of
deposit, in excess of the amount insured under the provisions of the Federal Deposit Insurance Act
(FDIC) shall be secured by a pledge of securities with an aggregate value equal to 102% of the
aggregate amount of deposits. The Authority restricts the securities to the following eligible items:

= Obligations issued, fully insured or guaranteed as to the payment of principal and interest,
by the United States Treasury and United States agencies.
e Obligations issued or fully insured or guaranteed by the New York State and its localities.

Comm. 13M-11
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ERIE COUNTY FISCAL STABILITY AUTHORITY
(A COMPONENT UNIT OF ERIE COUNTY)

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 5. TRANSACTIONS WITH AND ON BEHALF OF ERIE COUNTY

The Act and other legal documents of the Authority established various financial relationships between
the Authority and the County. The resulting financial transactions between the Authority and the County

include:

a. The receipt of sales tax revenues in 2015 of $425202,801 and the subsequent

disbursements of $361,120,196 were remitted to the County.

b. The Authority retained $480,000 of sales tax revenue in 2015 to offset the reduction in

interast on sales tax revenue due fo historically low inferest rates.

c. The receipt and accrual of New York State Efficiency Grants in 2015 of $312,831 and

reimbursement of $312,831 to the County.

d. Notes, serial bonds and accrued interest receivable in the amount of $388,138,366 were

owed to the Authority by the County at December 31, 2015.

NOTE 6. SALES TAX RECEIVABLE /DUE TO ERIE COUNTY

Sales tax receivable amounted to $53,163,438 at December 31, 2015. These amounts are receivable
from the State Comptroller and are also due to the County. These amounts were received by the

Authority and transferred to the County subsequent to year-end.

NOTE 7. LONG-TERNM LIABILITIES

Authority serial bonds, as follows:

December 31, December 31, Due in
2014 Increases Decreases 2015 one year
Series 2010A bond,
maturing May 2023 with
interest ranging from
2.0% to 5.0% cver
ihe life of the bond. $121,340,000 $ - % 11,175,000 % 110,165,000 % 11,640,000
Series 2010B bond,
maturing July 2022 with
interest ranging from
2.0% to 5.0% over the
life of the bond 25,605,000 - 6,925,000 18,680,000 7,160,000
Series 2010C bond,
maturing March 2020 with
interest ranging from
2.25% to 5.24% over the
life of the bond. 36,600,000 - 5,425,000 31,175,000 5,675,000
o6 Comm. 13M-11
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ERIE COUNTY FISCAL STABILITY AUTHORITY
(A COMPONENT UNIT OF ERIE COUNTY)

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 7. LONG-TERM LIABILITIES (Confinued)

December 31, December 31,
2014 Increases Decreases 2015

Series 2011A bond,

maturing April 2018 with

interest ranging from

2.0% to 5.0% over the

life of the bond. 27,280,000 - 8,340,000 20,940,000

Series 20118 bond,

maturing September 2023

with interest ranging from

2.0% to 5.0% over the

life of the bond. 13,495,000 - 1,250,000 12,245,000

Series 2011C bond,

maturing December 2028

with interest ranging from

4.0% to 5.0% over the

life of the bond. 78,615,000 - 4,050,000 74,565,000

Series 2013A bond,

maturing March 2024

with interest ranging from

2.0% to 5.0% over the

iife of the bond. 25,635,000 - 2,185,000 23,470,000

Series 2013B bond,

maturing January 2024

with interest ranging from

2.0% to 5.0% over the

life of the bond. 30,350,000 - 2,410,000 27,940,000

Series 2013C bond,

maturing August 2023

with inierest ranging from

2.0% to 5.0% over the

life of the hond. 32.850.000

2,990,000 29,860,000

Due in
one year

1,153,500

1,285,000

4,210,000

2,230,000

4,935,000

3,140,600

$391.770000 §%

$.42.730.000 $_349,040.000

$_46.935,000

Comm. 13M-11
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ERIE COUNTY FISCAL STABILITY AUTHORITY

(A COMPONENT UNIT OF ERIE COUNTY)

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 7. LONG-TERM LIABILITIES (Continued)

Debt service requirements:

Year ending December 31,

2016
2017
2018
2019
2020

2021-2025
2026-2028

Principal
$ 46,935,000

48,455,000
45,095,000
39,535,000
41,195,000

106,210,000

21,615,000

—_——t

$.349.040.000

Interest

$ 15963255

13,848,168
11,533,850
9,524,012
7,617,278
16,571,677

2,196.750

$_77.255,890

Total

$ 62,898,255

62,303,168
56,628,850
49,059,812
48,812,278
122,781,677

23,811,750

$.426.295,890

NOTE 8. SERIAL BONDS AND LONG-TERM LOAN RECEIVABLE FROM ERIE COUNTY

Erie County issued mirror bonds and long-term loan to the Authority, as follows:

December 31,

Series 2010A bond,
maturing May 2023 with
interest ranging from
2.0% to 5.0% over

the life of the bond.

Series 2010B bond,
maturing July 2022 with
interest ranging from
2.0% to 5.0% over the
life of the bond

Series 2010C bond,
maturing March 2020 with
interest ranging from
2.25% to 5.24% over the
life of the bond.

Series 2011A bond,
mafuring April 20118 with
interest ranging from
2.0% to 5.0% over the
life of the bond.

Series 2011B bond,
maturing September 2023
with interest ranging from
2.0% to 5.0% over the

fife of the bond.

Series 2011C loan,
maturing December 2028

2014

$ 121,340,000

25,605,000

36,600,000

27,280,000

13,485,000

Increases

Decreases

28

6,925,000

5,425,000

6,340,000

1,250,000

$ 11,175,000 $ 110,165,000

December 31, Due in
2015 one year
$ 11,640,000
18,680,000 7,160,000
31,175,000 5,675,000
20,940,000 6,650,000
12,245,000 1,295,000
Comm. 13M-11
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ERIE COUNTY FISCAL STABILITY AUTHORITY

(A COMPONENT UNIT OF ERIE COUNTY)

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 8. SERIAL BONDS AND LONG-TERM LOAN RECEIVABLE FROM_ ERIE COUNTY

{Continued)

with interest ranging from
4.0% to 5.0% over the
life of the loan.

Series 2013A bond,
maiuring March 2024
with interest ranging from
2.0% to 5.0% over the
life of the bond.

Series 2013B bond,
maturing January 2024
with interest ranging from
2.0% to 5.0% over the
life of the bond.

Series 2013C bond,
maturing August 2023
with inferest ranging from
2.0% to 5.0% over the
fife of the bond.

Debt service requirements:

Year ending
December 31,
2016
2017
2018
2019
2020
2021-2025
2025-2029

Unamortized discount

December 31, December 31, Duein
2014 Increases Decreases 2015 one year
78,615,000 - 4,050,000 74 565,000 4,210,000
25,635,000 - 2,165,000 23,470,000 2,230,000
30,350,000 - 2,410,000 27,940,000 4,935,000
32.850.000 - 2.990.000 29,860,000 3,140,000
$.391,.770.000 - $.42730000 $349.040.000 $.46.935.000
Serial bonds LLong-term loan
Principal Interest Principal Interest
$ 42,725,000 $ 12,235,005 4,210,000 $ 3,728,250
44 035,000 10,330,418 4,423,000 3,517,750
40,455,000 8,237,100 4,640,000 3,296,750
34,660,000 6,460,162 4 875,000 3,084,750
36,080,000 4,796,278 5,115,000 2,821,000
76,520,000 6,569,927 29,680,000 10,001,750
- - 21.615.000 2.196.750
274,475,000 $_ 48628890 74,565,000 $__28627.000
27,569,497 7.960,809
$.302.044 497 $_82 525809
Comm. 13M-11
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ERIE COUNTY FISCAL STABILITY AUTHORITY
(A COMPONENT UNIT OF ERIE COUNTY)

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 8. FUND BALANCES

As of December 31, 2015, fund balances on the fund basis statements are classified as follows:

Nonspendable - amounts that cannoct be spent because they are either not in spendable form or
legally or contractually required to be maintained intact.

Restricted - amounts with constraints placed on the use of resources either externally imposed by
creditors, grantors, contributors or laws or regulations of other governments; or imposed by law
through constitutional provisions or enabling legislation.

Committed - amounts that can only be used for the specific purposes pursuant to constraints
imposed by formal action of the Authority's highest level of decision making authority, ie., the
Board of Directors. As of December 31, 2015, the Authority has no commiited fund balances.

Assigned - amounts that are constrained by the Authority’s intent to be used for specific
purposes, but are neither restricted nor committed. The assigned category typically includes
funds encumbered and appropriations of fund balances. As of December 31, 2015, the Authority
has no assigned fund balances.

Unassigned - all other spendable amounts that do not meet the definition of the above four
classifications and are deemed to be available for ganeral use by the Authority

The Authority has not adopted a formal spending policy, under the provisions of GASB Statement No. 54,
stating the Board of Directors will assess the current financial condition of the Authority and then
determine the order of application of expenditures to which fund balance classifications will be charged.
Under the provisions of GASB Statement No. 54, absent of a formal policy, committed funds wiil be
reduced first, followed by assigned funds, and then unassigned funds when expenditures are incurred for
purposes for which amounts in any of those unrestricted fund balance classifications could be used.

NOTE 10 - RESTATEMENT OF FUND BALANCE/NET POSITION

Net Position

For the fiscal year ended December 31, 2015, the Authority implemented GASB Statement No. 68
Accounting and Financial Reporting for Pensions — Amendment fo GASB Statement No. 27 and GASB
Statement No. 71, Pension Transition for Contribufions Made Subsequent to the Measurement Date. The
implementation of Statements No. 68 and No. 71 resulted in the reporting of deferred outflow of
resources, a pension liability and deferred inflow of resources related to the Authority’s participation in the
New York State and Local Employees' Retirement System (ERS). The Authority’s net position has been
restated as follows:

Net position beginning of year, as previcusly stated $ 9,878,893
GASB Statement No. 68 and No. 71 implementation:
Beginning System liability (41,627)
Beginning deferred outflow of resources for
contributions subsequent to the measurement date 37,191
Net position beginning of year, as restated $_9.874 457
30 Comm. 13M-11
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ERIE COUNTY FISCAL STABILITY AUTHORITY
{A Component Unit of Erie County)

SCHEDULE OF AUTHORITY'S NET PENSION LIABILITY
] NYSERS PENSION PLAN

DECEMBER 31, 2015

2015
o
" Authority's proportion of the net pension asset (liability) 0.000921%
_______ Authority's proportionate share of the net pension asset (liability) 3 31,120
Authority's covered-employee payroll 266,365
u Authority's proportionate share of the net pension asset (liability)
~ as a percentage of its covered-employee payroll 12%
. Plan fiduciary net position as a percentage of the total pension
asset (liability) 97.9%
i
N
Comm. 13M-11
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Freedl\/laxickcms, PC.

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of Erie County Fiscal Stability Authority
City of Buffalo, New York

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities and each major fund of the Erie County Fiscal Stability Authority (the Authority), a component
unit of Erie County, New York, as of and for the year ended December 31, 2015, and the related notes to
the financial statements, which collectively comprise the Authority's basic financial statements, and have
issued our report thereon dated March 29, 2016.

internal Conirol Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority's internal
conirol over reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Authority’s internal control. Accordingly, we
do not express an opinion on the effectiveness of the Authority’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, tc prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or combination of deficiencies, in internal control that is less severe
than a material weakness, yet important encugh to merit attention by those charges with governance.

Our consideration of the internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified,

Comm. 13M-11
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Compliance and Other Matiers

As part of obtaining reasonable assurance about whether the Authority’s financial statements are free
from material missiatement, we performed iests of its compliance with certain provisions of laws,
regulations, coniracis, and grant agreements, noncompliance with which could have a direct and material
efiact on the datermination of financial statement arounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncomgliance or other matters ihat are
required io be reporied under Government Auditing Standards.

Purpose of this Report

The nurpose of this report is solely io describe the scope of our testing of internal control and complianca
and the results of that testing, and not to provide an opinion on the effectiveness of the Authority’s internal
conirol or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Authority's internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

e M opeck éz‘f’@/ Al
Buffalo, New York
farch 29, 2016

)
-
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Freed MaXiCk_CPAs, PC.

INDEPENDENT ACCOUNTANT’S REPORT

To the Members of the Board of Directors
Erie County Fiscal Stability Authority

295 Main Street Room 946

Buffalo, New York 14203

We have examined the Erie Country Fiscal Stability Authority (the Authority’s) compliance with the New
York State Comptroller's Invesiment Guidelines for Public Authorities and Section 2925 of the New York
State Public Authorities Law (collectively, the “Invesiment Guidelines”) for the year ended December 31,
2015. Management is responsible for the Authority's compliance with those requiremenis. Our
responsibility is to express an opinion on the Authority’s compliance based on our examination.

Our examination was conducted in accordance with attestation standards established by the American
Institute of Certified Public Accountants and, accordingly, included examining, on a test basis, evidence
about the Authority’'s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our examination provides a reasonable basis
for our opinion. Our examination does not provide a legal determination on the Authority’'s compliance
with specified requirements.

In our opinion, the Authority complied, in all material respects, with the aforementioned requirements for
the year ended December 31, 2015.

This report is intended solely for the information and use of the Board of Directors, managemeni and
others within the Authority and the New York State Authorities Budget Office, and is not intended to be and
should not be used by anyone other than these specified parties.

Batavia, New York
March 28, 2016
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