






























































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

NOTES TO FINANCIAL STATEMENTS

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

New Accounting Pronouncements: During the fiscal year ended December 31, 2013, the Authority
adopted the provisions of Governmental Accounting Standards Board (GASB) Statement No. 65, ltems
previously Reported as Assefs and Liabilites. GASB No. 65 established accounting and financial
reporting standards that reclassify, as deferred outflows and inflows of resources, certain items that were
previously reported as assets and liabilities.

Additionally, during the year ended December 31, 2013, the Authority completed the process of
evaluating the impact that will result from adopting GASB Statements No. 61, The Financial Reporting
Entity: Omnibus—an amendment of GASB Statements No. 14 and No. 34, and Statement No. 66,
Technical Corrections—20712—an amendment of GASB Statements No. 10 and 62, effective for the year
ending December 31, 2013. GASB Statements No. 61 and 66 have been adopted, as applicable for the
year ended December 31, 2013 and did not have a material impact on the Authority’s financial position or
results from operations.

The GASB has issued the following new statements:

e Statement No. 67, Financial Reporting for Pension Plans—an amendment of GASB Statement
No. 25, which will be effective for the year ending December 31, 2014; and

e Statement No. 68, Accounting and Financial Reporting for Pensions—an amendment of GASB
Statement No. 27, which will be effective for the year ending December 31, 2015.

o Statement No. 69, Government Combinations and Disposals of Government Operations, which
will be effective for the year ending December 31, 2014;

e Statement No. 70, Accounting and Financial Reporting for Nonexchange Financial Guarantees,
effective for the year ending December 31, 2014; and

e Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement
Date, which should be applied simultaneously with the provisions of Statement No. 68.

The Authority is currently reviewing these statements and plans on adoption of these policies as deemed
appropriate.

NOTE 3. 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 written investment policy. The
Authority’s monies must be deposited in FDIC insured commercial banks or trust companies located
within the State. Permissible investments 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.

20



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

NOTES TO FINANCIAL STATEMENTS

NOTE 3. DEPOSITS AND INVESTMENTS (Continued)

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

Investments consist of accounts held at M&T Bank 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 to the Authority in a segregated trust account and not commingled
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 $25,158,863 at December 31, 2013.

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
responsibility 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 |[nterest bearing demand accounts.

e Certificates of deposit.

e Obligations of the United States Treasury and United States agencies.
e Obligations of New York State and its 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 accounts 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:

e 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.
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ERIE COUNTY FISCAL STABILITY AUTHORITY
(A COMPONENT UNIT OF ERIE COUNTY)

NOTES TO FINANCIAL STATEMENTS

NOTE 4. 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 2013 of $407,581,214 and the subsequent disbursements of
$359,301,229 were remitted to the County.

b. The Authority retained $456,000 of sales tax revenue in 2013 to offset the reduction in interest on
sales tax revenue due to historically low interest rates.

c. The receipt and accrual of New York State Efficiency Grants in 2013 of $2,385,705 and
reimbursement of $2,385,705 to the County.

d. Notes, serial bonds and accrued interest receivable in the amount of $582,571,504 were owed to
the Authority by the County at December 31, 2013.

NOTE 5. SALES TAX RECEIVABLE /DUE TO ERIE COUNTY

Sales tax receivable amounted to $48,620,332 at December 31, 2013. 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 6. BOND ANTICIPATION NOTES

In 2013, the Authority issued a bond anticipation note Series 2013A totaling $109,440,000, with interest at
1.00%, due July 31, 2014.

NOTE 7. REVENUE ANTICIPATION NOTES

In 2013, Erie County issued a revenue anticipation note Series 2013A totaling $109,440,000, with interest
at 1.00%, due July 31, 2014.

NOTE 8. LONG-TERM LIABILITIES

Authority serial bonds, as follows:

December 31, December 31, Due in
2012 Increases Decreases 2013 one year
Series 2010A bond,
maturing May 2023 with
interest ranging from
2.0% to 5.0% over
the life of the bond. $ 142,395,000 $ - $ 10,320,000 $ 132,075,000 $ 10,735,000
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ERIE COUNTY FISCAL STABILITY AUTHORITY

(A COMPONENT UNIT OF ERIE COUNTY)

NOTES TO FINANCIAL STATEMENTS

NOTE 8. LONG-TERM LIABILITIES (Continued)

December 31,

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% to0 5.24% over the
life of the bond.

Series 2011A bond,
maturing April 2018 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

life of the bond.

Series 2011C bond,
maturing December 2028
with interest ranging from
4.0% to 5.0% over the
life of the bond.

Series 2013A bond,
maturing 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 interest ranging from
2.0% to 5.0% over the
life of the bond.

2012

39,615,000

41,930,000

27,290,000

15,885,000

86,250,000

Increases

25,635,000

31,135,000

35,835,000

Decreases

7,275,000

130,000

5,000

1,175,000

3,745,000

650,000

December 31,

2013

32,340,000

41,800,000

27,285,000

14,710,000

82,505,000

25,635,000

30,485,000

35,835,000

Due in

one year

6,735,000

5,200,000

5,000

1,215,000

3,890,000

135,000

2,985,000

$.353,365,000 $_92,605.000
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ERIE COUNTY FISCAL STABILITY AUTHORITY

(A COMPONENT UNIT OF ERIE COUNTY)

NOTES TO FINANCIAL STATEMENTS

NOTE 8. LONG-TERM LIABILITIES (Continued)

Debt service requirements:

Year ending December 31,

2014
2015
2016
2017
2018

2019-2023
2024-2028

Principal
$ 30,900,000

42,730,000
46,935,000
48,455,000
45,095,000

171,005,000
37,550,000

$.422,670,000

Interest

$ 19,256,544

17,889,711
15,963,255
13,848,168
11,533,850
30,508,742

5,401,875

$.114,402,145

Total

$ 50,156,544

60,619,711
62,898,255
62,303,168
56,628,850
201,513,742

42,951,875

$.5637,072,145

NOTE 9. 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,
maturing April 2018 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

life of the bond.

2012

$ 142,395,000 $

39,615,000

41,930,000

27,290,000

15,885,000

Increases

Decreases

24

7,275,000

130,000

5,000

1,175,000

December 31,

2013

$ 10,320,000 $ 132,075,000

32,340,000

41,800,000

27,285,000

14,710,000

Duein

one year

$ 10,735,000

6,735,000

5,200,000

5,000

1,215,000



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

NOTES TO FINANCIAL STATEMENTS

NOTE 9. SERIAL BONDS AND LONG-TERM LOAN RECEIVABLE FROM ERIE COUNTY (Continued)

December 31, December 31, Duein
2012 Increases Decreases 2013 one year
Series 2011C bond,
maturing December 2028
with interest ranging from
4.0% to 5.0% over the
life of the bond. 86,250,000 - 3,745,000 82,505,000 3,890,000
Series 2013A bond,
maturing March 2024
with interest ranging from
2.0% to 5.0% over the
life of the bond. - 25,635,000 - 25,635,000 -
Series 2013B bond,
maturing January 2024
with interest ranging from
2.0% to 5.0% over the
life of the bond. - 31,135,000 650,000 30,485,000 135,000
Series 2013C bond,
maturing August 2023
with interest ranging from
2.0% to 5.0% over the
life of the bond. - 35,835,000 - 35,835,000 2,985,000
$.353,365,000 $_92,605,000 $.23.300,000 $.422,670.000 $_.30,900,000
Debt service requirements:
Serial bonds Long-term loan
Year ending
December 31, Principal Interest Principal Interest
2014 $ 27,010,000 $ 15,210,694 3,890,000 $ 4,045,850
2015 38,680,000 13,999,461 4,050,000 3,890,250
2016 42,725,000 12,235,005 4,210,000 3,728,250
2017 44,035,000 10,330,418 4,420,000 3,617,750
2018 40,455,000 8,237,100 4,640,000 3,296,750
2019-2023 144,075,000 17,746,742 26,930,000 12,762,000
2024-2028 3,185,000 79,625 34,365,000 5,322,250
340,165,000 82,505,000
$_77.839,045 $_36,563,100
Unamortized discount 35,932,671 9,185,550
$.376.097.671 $_ 91,690,550
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ERIE COUNTY FISCAL STABILITY AUTHORITY
(A COMPONENT UNIT OF ERIE COUNTY)

NOTES TO FINANCIAL STATEMENTS

NOTE 10. PENSION PLAN

PLAN DESCRIPTION

The Authority participates in the New York State and Local Employees’ Retirement System (ERS) and the
Public Employees’ Group Life Insurance Plan (Systems). These are cost-sharing multiple-employer
retirement systems. The Systems provide retirement benefits as well as death and disability benefits.
Obligations of employers and employees to contribute and benefits to employees are governed by the
New York State Retirement and Social Security Law (NYSRSSL). As set forth in the NYSRSSL, the
Comptroller of the State of New York (Comptroller) serves as sole trustee and administrative head of the
Systems.

The Comptroller shall adopt and may amend rules and regulations for the administration and transaction
of the business of the Systems and for the custody and control of their funds. The Systems issue a
publicly available financial report that includes financial statements and required supplementary
information. That report may be obtained by writing to the New York State and Local Retirement Systems,
110 State Street, Albany, NY 12244,

FUNDING POLICY

The Systems are noncontributory except for employees who joined the Systems after July 27, 1976 who
contribute 3.0% to 3.5% of their salary. With the exception of ERS tier V and VI employees, employees in
the systems more than ten years are no longer required to contribute. In addition, employees’
contribution rates under ERS tier VI vary based on a sliding salary scale. For the New York State and
Local Employees’ Retirement System, the Comptroller shall certify annually the rates expressed as
proportions of payroll of members, which shall be used in computing the contributions required to be
made by employers to the pension accumulated fund.

The required contributions for the current year and two preceding years were:

ERS
2013 $ 52,037
2012 63,715
2011 40,184

The Authority’s contributions made to the System were equal to 100 percent of the contributions required
for each year. The Authority chose to prepay the required contributions by December 15, 2013 and
received an overall discount of $468.

NOTE 11. FUND BALANCES

As of December 31, 2013, fund balances on the fund basis statements are classified as follows:

Non-spendable - amounts that cannot be spent because they are either not in spendable form or
legally or contractually required to be maintained intact. As of December 31, 2013, the Authority
has no non-spendable fund balances.

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

NOTES TO FINANCIAL STATEMENTS

NOTE 11. FUND BALANCES (Continued)

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, i.e., the
Board of Directors. As of December 31, 2013, the Authority has no committed 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, 2013, 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 general use by the Authority

As of December 31, 2013, fund balances were classified as follows:

Debt
General Service Total
Restricted:
Debt Service $ - $ 15,771 $ 15,771
Unassigned:
General fund 4219 - 4219
Total $ 4219 $ 15,771 $ 19,990

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 will be
reduced first, followed by assigned fund, 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 12. RESTATEMENT OF NET POSITION

The restatement of net position on the government-wide statement of activities occurred as a result of the
implementation of GASB Statement No. 65, ltems Previously Reported as Assets and Liabilities. The
Authority has previously amortized $2,625,272 of bond issuance costs, of which $352,978 was previously

expensed, thereby resulting in a restatement of net position in the amount of $2,272,294.
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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 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, 2013, 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 31, 2014.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority’s internal
control 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, to 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 enough 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.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s financial statements are from
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. 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 noncompliance or other matters that are
required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Authority’s internal
control 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.

Fad Mapen i, /.
Buffalo, New York
March 31, 2014

Trust earned.

o FreedMaxick
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INDEPENDENT ACCOUNTANT’S REPORT

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

We have examined Erie County Fiscal Stability Authority’s (the Authority) compliance with the New York
State Comptroller's Investment Guidelines for Public Authorities and Section 2925 of the New York State
Public Authorities Law (collectively, the “Investment Guidelines”) for the year ended December 31, 2013.
Management is responsible for the Authority’s compliance with those requirements. 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, 2013.

This report is intended solely for the information and use of the Board of Directors, management 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.

Fiad Mapin e, fe.

Buffalo, New York
March 31, 2014



