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DANSA DfRAThLLP
CERTIFIED PUBLIC ACCOUNTANTS CONSULTANTS

INDEPENDENT AUDITORS REPORT

To Darby R Fishkin

Interim Comptroller ofthe City ofBuffalo

Buffalo New York

We have audited the accompanying financial statements of the governmental activities the business type
activities the aggregate discretely presented component units each major fund and the aggregate remaining
fund information of the City ofBuffalo Urban Renewal Agency BURA a component unit of the City of

Buffalo as ofand for the year ended June 30 2011 which collectively comprise BURA s basic financial

statements as listed in the table ofcontents These basic financial statements are the responsibility ofthe City
ofBuffalo Urban Renewal Agency s management Our responsibility is to express an opinion 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 ofthe United States Those standards require that we plan and perform the audit to

obtain reasonable assurance about whether the financial statements are free ofmaterial misstatement An audit

includes examining on a test basis evidence supporting the amounts and disclosures in the financial

statements An audit also includes assessing the accounting principles used and significant estimates made by
management as well as evaluating the overall basic financial statement presentation We believe that our audit

provides a reasonable basis for our opinion

In our opinion the financialstatements referred to above present fairly in all material respects the respective
financial position ofthe governmental activities the business type activities the aggregate discretely presented
component units each major fimd and the aggregate remaining fund information ofthe City ofBuffalo Urban

Renewal Agency as ofJune 30 2011 and the respective changes in financialposition thereoffor the year then

ended inconformity with accounting principles generally accepted in theUnited States ofAmerica

In accordance with Government Auditing Standards we have also issued our report dated November 9 2011

on our consideration ofBURAs internal control over financial reporting and on our tests of its compliance
with certain provisions oflaws regulations contracts and grant agreements and othermatters The purpose of

that report is to describe the scope ofour testing of internal control over financial reporting and compliance
and the results ofthat testing and not to provide an opinion on the internal control over financial reporting or

on compliance That report is an integral part ofan audit performed in accordance with Government Auditing
Standards and should beconsidered in assessing the results ofour audit

Managements Discussion and Analysis is not a required part of the basic financial statements but is

supplementary information required by the Governmental Accounting Standards Board We have applied
certain limited procedures which consisted principally of inquiries ofmanagement regarding the methods of

measurement and presentation ofthe supplementary information However we did not audit the information

and express no opinion onit

i i dMtzcp
November 9 2011

361 Delaware Avenue Buffalo New York 14202 P 716 842 3900 F 716 883 2963 v wwwdaratacom



CITYOF BUFFALO URBAN RENEWAL AGENCY

MANAGEMENT S DISCUSSION AND ANALYSIS

The City ofBuffalo Urban Renewal Agency BURA or the agency is a public benefit corporation
that was formed by an act ofthe New York State Legislature in 1966 Its corporate purpose includes the

general planning and operation ofa range ofurban renewal programs designed to prevent or eliminate

blight and enhance economic development in the City ofBuffalo New York the City On behalf of

the City BURA administers various Federal state and local grant programs to accomplish these

objectives BURA is considered acomponent unit of the City ofBuffalo and its financial transactions

will be incorporated into the financial statements ofthe City ofBuffalo

BURA s discussion and analysis is designed to assist the reader in focusing on significant financial

issues provide an overview ofBURA s financial activity identify changes in BURA s financial position
its ability to address the next and subsequent years challenges and identify any individual fund issues

orconcerns

Since the Management s Discussion and Analysis is designed to focus on the current year s activities

resulting changes and currently known facts please read it in conjunction with BURA s financial

statements that follow

Financial Highlights

At June 30 2011 BURA s net assets totaled 3466 025 and are comprised of 3 466 025 in

governmental net assets and 0in business type activities

Net assets ofBURA s governmental activities decreased by 1 218 143 which resulted from on

going activities and GASB Statement No 45 Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions GASB 45 See further explanation of this

statement later inManagements Discussion andAnalysis

The general fund which is used only to account for non grant activity has a fund balance of

4 131 989 including long term receivables of 1 133 587 and unrestricted assets of 2 998402

Using this AnnualReport

This annual report consists of a series of financial statements The Statement of Net Assets and the

Statement ofActivities on pages 14 15 provide information about BURAs activities as a whole and

present a longer term view of BURA s finances Fund financial statements start on page 16 For

governmental activities the fund financial statements tell how these services were financed in the short

term Fund financial statements also report BURA s operations in more detail than the component unit

wide financial statements by providing information about BURA s most significant funds
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CITYOF BUFFALO URBAN RENEWAL AGENCY

MANAGEMENT S DISCUSSION AND ANALYSIS CONTINUED

Reporting on BURA as aWhole

Component Unit Wide Financial Statements

The component unit wide financial statements are designed to provide for a long term view and to be

corporate like in that all governmental and business type activities are consolidated into columns which

add to a total for the agency These statements include all assets and liabilities using the accrual basis of

accounting which is similar to the accounting used by most private sector companies All of the current

year s revenues and expenses are taken into account regardless ofwhen cash is received or paid

The focus of the Statement of Net Assets the Unrestricted Net Assets is designed to be similar to a

bottom line for BURA and its governrnental and business type activities This statement combines and

consolidates the governmental fund s current financial resources short term expendable resources with

capital assets and long term obligations

These two statements report BURA s net assets and changes in them You can think ofBURA s net

assets the difference between assets and liabilities as one way to measure BURA s financial health or

financial position Over time increases or decreases in net assets are one indicator ofwhether its financial

health is improving or deteriorating

In the StatementofNet Assets andthe Statement ofActivities we portrayBURA s activities as two kinds

ofactivities

GovernmentalActivities Most ofBURA s major activities consisting ofvarious economic and

neighborhood development projects are reported here These are primarily funded by certain

Federal state and local grants to the City ofBuffalo which are administered by BURA Program
income generated by the grant programs is another source ofthe revenues used to pay for such

projects

Business Type Activities reflect the activities that are carried on in a fashion similar to private
sector type operations where the fee for service typically covers all or most of the cost of

operations including depreciation During the year ended June 30 2004 BURA s City Centre

parking ramp the last of its business type assets wassold to a private party Such assets had

previously generated the fee for services that funded the operation of these projects Upon
elimination of the assets the activities ceased and the projects were closed

At June 30 2011 and June 30 2010 BURA had no remaining business type activities
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CITY OF BUFFALO URBAN RENEWAL AGENCY

MANAGEMENT S DISCUSSION AND ANALYSIS CONTINUED

Reporting on BURAs Most Significant Funds

Fund Financial Statements

Traditional users ofgovernmental financial statements will find the fund financial statements presentation
more familiar This presentation is similar to that used for BURA financial statements in prior years

except that the focus is now on major funds rather than fund types

Our analysis of BURA s major funds begins on page 9 The fund financial statements provide detailed

information about the most significant funds not aboutBURA as a whole BURA currently has only one

kindoffund governmental

Governmental Funds AllofBURA s activities and expenditures are reported in governmental
funds which focus on how money flows into andout of those funds and the balances thatare left

at year end and available for spending These funds are reported using an accounting method

called modified accrual accounting which measures cash and all other financial assets that can

readily be converted to cash The governmental fund statements provide a short term view of

BlJRA s operations and the basic services it provides Governmental fund information helps you

determine whether there are more or fewer financial resources that can be spent in the near future

to finance BURA s programs We describe the relationship and ditTerences between

governmental activities reported in the Statement ofNet Assets and the Statement ofActivities

and governmental funds in areconciliation at the bottom ofthe fund financial statements

Proprietary Funds When BlJRA charges customers for the services it provides these services

are generally reported in proprietary funds Proprietary funds are reported under the accrual basis

ofaccounting the same way that all activities are reported in the Statement ofNet Assets and
the Statement ofActivities

AtJune 30 2011 and June 30 2010 BURA had no proprietary funds
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CITY OF BUFFALO URBAN RENEWAL AGENCY

MANAGEMENT SDISCUSSION AND ANALYSIS CONTINUED

BURA as aWhole

Statement ofNet Assets

The following table ret1ects thecQndensed Statement ofNet Assets as ofJune 30 2011 and 2010

Business Type
GovernmentalActivities Activities Total

2011 2010 2011 2010 2011 2010

Current and

Other Assets 17 930 645 17 537 717 17 871 293 17537 717

Capital Assets 10 628 263 10 964 151 10 628 263 10964 151

Total Assets 28 558 908 28501 868 28499 556 28 501 868

Other

Liabilities 9410 946 9 297 101 9 351 592 9 297 101

Long Term

Debt 8 555 000 9 810 000 8 555 000 9 810 000

OPEB

Liability 7 126 937 4 710 599 7 126 937 4 710 599

Total

Liabilities 25092 883 23817 700 25033 529 23 817 700

Net Assets

Invested in

CAlpital Assets 10 628 263 10 964 151 10 628 263 10 964 151

Restricted

Unrestricted

Deficit 7 162 238 6 279 983 7 162 238 6 279 983

Total Net

Assets 3466 025 4 684 168 3 466 025 4 684 168

At June 30 2008 BURA implemented the requirements ofGASB Statement No 45 Accounting and

Reporting by Employersfor Postemployment Benefits Other ThanPensions This Statement requires that
BURA include the costs ofproviding Health Care benefits to its retirees as acurrent cost ofcompensation
for employee services Under this statement aPEB expenditures should be recognized on a modified

accrual basis in governmental fund financial statements Similarly net aPEB obligations associated with

proprietary or fiduciary funds from which contributions are made should be displayed as liabilities or

assets in the financial statement ofthose funds During the year ended June 30 2008 BURA opted to

implement this statement prospectively
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CITY OF BUFFALO URBAN RENEWAL AGENCY

MANAGEMENT S DISCUSSION AND ANALYSIS CONTINUED

Statement ofNet Assets continued

Recognition ofthe liability accumulated from prior years will be amortized over 30 years commencing
with the 2008 liability A total of 7 126 937 is recorded as the OPEB liability in the Statement ofNet

Assets at June 30 2011

The unreserved deficit III BURA s governmental activIties of 7 162 238 is primarily due to the

recognition of 8 56 million in long term debt from loans borrowed under the Federal Section 108 Loan

Program recognition of 7 126 937 ofOPEB Liability and a 1 119 204 loss in the non Federal program

due to sales of 11 houses in the Sycamore Village At June 30 2011 long term debt was 9665 000

BURA uses current Community Development Block Grant CDBG grant funds to repay those loans

borrowed directly by BURA as they come due Under the program regulations Section 108 loans are in

fact guaranteed by the annual CDBG grant allocation CDBG allocations will be reduced by any unpaid
Section 108 loan payments CDBG is a Federal entitlement program which means it is an established

grant that is paid under a formula prescribed in the grant regulations Accordingly BURA expects that

such funds will be received annually into the long term future and these loans will be paidwhen due

Statement ofActivities

The following table reflects the changes in net assets for the years ended June 30 2011 and2010

Business Type
Governmental Activities Activities Total Component Unit

2011 2010 2011 2010 2011 2010

Rcwnues

Federal CJfants 58 910 251 47353 711 58 910 251 47353 711

Repayment of

ProgramLoans 894 932 345 756 894 932 345 756

Sales ofReal

Es tate 489 085 89 233 489 085 89 233

Demolition Income

Rental Income 281 241 332 510 281 241 332 50

Interest Income 510 884 409 709 510 884 409 709

Other Income 3 337 963 3 871 151 3 337 963 3 871 151

64 424 356 52 402 070 64 424 356 52 402 070

Continued
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CITY OF BUFFALO URBAN RENEWAL AGENCY

MANAGEMENT S DISCUSSION AND ANALYSIS CONTINUED

Business Type
GovernmentalActivities Activities Total Component Unit

2011 2010 2011 2010 2011 2010

Expenses
Acquisition of

Real Property 2 262 1 929 2 262 1 929

Demolitions 6 855 6 855

Public Facilities

and Site Improvements 3 866 006 2 829 524 3 866 006 2 829 524

Clearance Activities 3 920 301 668 872 3 920 301 668 872

Public Services

and Human Service

Programs 45 500 947 39 595 263 45 500 947 39 595 263

Rehabilitation and

Preservation Activites

Including Grants

and Loans 3 894478 1 954 420 3 894 478 1 954 420

Economic Development
Activities including
CJlants and Loans 381 862 347 829 381 862 347 829

Interest onDebt 488 504 529 787 488 504 529 787

Code Enforcement

Planning Management
Administration 3 921 325 3 809 051 3 921 325 3 809 051

CapitalOutlays
Principal Payments
of Long TermDebt 1 255 000 2 605 000 1 255 000 2 605 000

OPEB Expense 2 416 338 1 712 658 2416 338 1 712 658

65 642 499 54 043 620 65 642 499 54 043 620

Excess Deficiency
of Revenues over

Expenses before

Transfers in out 1 218 143 1 641 550 1 218 143 1 641 550

Transfers in out

Increase Decrease

inNet Assets 1 218 143 1 641 550 1 218 143 1 641 550
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CITYOF BUFFALO URBAN RENEWAL AGENCY

MANAGEMENT S DISCUSSION AND ANALYSIS CONTINUED

Capital Assets

As ofJune 30 2011 BURA had capital assets of 16 004 739 as detailed in the table below This amount

represents an increase of 1 180 from the past year

BURA s capital assets at June 30 2011 and2010 are detailed below

Business Type
Governmental Activities Activities Totals

June 30 June 30 June 30

2011 2010 2011 2010 2011 2010

Land 380 370 380 370 380 370 380370
Parks 204 809 204 809 204 809 204 809

Buildings 14 706 007 14 706 007 14 706 007 14 706 007

Furniture

Fixtures 75 868 75 868 75 868 75 868

Equipment 532 127 530 947 532 127 530 947

Vehicles 105 558 105 558 105 558 105 558

16 004739 16 003 559 16 004 739 16 003 559

There were 1 180 in fixed asset additions and no dispositions during the year ended June 30 2011

BURA does not own infrastructure assets like roads bridges orsewers The most significant capitalassets

owned by BURA include two buildings the Market Arcade Building and the William Street Incubator

Facility

Debt

At the end of the June 30 2011 fiscal year BURA had 9 665 000 in loans outstanding versus

12 415 000 for the prior year a decrease of 2 750 000 or22 as shown on the next page
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CITYOF BUFFAI O URBAN RENEWAL AGENCY

MANAGEMENT S DISCUSSION AND ANALYSIS CONTINUED

Business Type
GovernmentalActivities Activities Totals

June 30 June 30 June 30

2011 2010 2011 2010 2011 2010

Section 108 Loans

Due from

Developers 5465 000 6 325 000 5465 000 6 325 000

BURA Debt 4 200 000 4 890 000 4 200 000 4 890 000

9 665 000 11 215 000 9 665 000 11 215 000

Mortgages
Fannie Mae 1 200 000 1 200 000

9 665 000 12 415 000 9 665 000 12415 000

BURA continues to collectand remit payments from loan recipients under the Section 108 Loan program
and to make paYllfents on its own loans and on behalf ofinsolvent recipients BURA s Section 108Loan

Program decreased from the prior year by 1 550 000 Of the remaining Section 108 loan principal due

42millionis to berepaid by BURA and the remaining 547 million is due from developers The terms

ofthe loans vary and are spread overthe next eleven years

The 6 000 000 debt to Fannie Mae provided funds for a housing development loan that has been targeted
to a revitalization project in downtown Buffalo and anew mixed income housing development just east

ofdowntown BURA was scheduled to repay the loan at the rate of 1 2million per year from the annual

CDBG allocation beginning in the grant year ended April 30 2007 and all 6 000 000 has been paid as

ofJune 30 2011

As ofJune 30 2011 BURA has nobusiness type activity debt as all suchprojects were closed

BURA s Funds

Business Type Activities

BURA did not conduct business type activities during the year ended June 30 2011

9



CITYOF BUFFALO URBAN RENEWAL AGENCY

MANAGEMENT S DISCUSSION AND ANALYSIS CONTINUED

Governmental Activities

BURA s major funds consist of its most significant grant programs based on dollars received and

expended during the fiscal year Non major grant programs are aggregated and presented in a single
column Although BURA has a general fund which is reported as a major fund the general fund has no

significant independent means ofrevenue and is limited to amounts remaining from prior grant funds or

otherclosed out funds

Revenues for BURA s governmental activIties increased by 12 022 286 or 22 94 A significant
portion ofthis increase corresponds to areduction ingrant expenditures incurred during the year

During the year ended June 30 2011 the unreserved fund balance for goverrunental activities decreased

by 1 218 143 from 4 684 168 to 3466 025 This decrease is attributable to OPEB expenses

Grant Highlights

BURA s main sources of revenue for governmental activities are grant funds provided to the City of

Buffalo by the United States Department ofHousing and Urban Development Grant funds are awarded

annually The grant periods begin May 1 ofeach year and most BURA grants generally do not expire
until funds are expended Certain grants do have statutory terms which require the use offunds within a

specified time period The HOME regulations require that funds be expended within five years ofthe date

ofthe award similarly ESG andHOPWAgrants have two and three year grant periods respectively

The following grant awards were recently provided by the United States Department ofHousing and

Urban Development
For CJfllntProgramYearBeginning May I

2011 2010 2009 2008 2007

Cormnunity Development
BlockGrant 14 540 753 17409 073 16 091 522 15 877 280 16 510 228

HOME lovestment

Partnerships 4476 638 5 073 088 5 081 876 4 575 151 4 728 820

American Dream

Down Payment Initiative 24 536 60 726

Emergency Shelter CJfllnt 705 316 705483 706 910 711 365 713 642

Housing Opportunities
for Persons with AIDS 567 151 565 329 521 962 507 000 480 000

20289 858 23 752 973 22402 270 21 695 332 22 493416
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CITYOF BUFFALO URBAN RENEWAL AGENCY

MANAGEMENT S DISCUSSION AND ANALYSIS CONTINUED

Grant Highlights continued

As evident from the table shown on page 10 there is a 3 463 115 decrease in grant funds from the prior
year Grant funds decreased from 2005 through 2008 and again in 2011 A major contributing factor to

the grant reduction was the City ofBuffalo s population decrease as noted in the year 2010 census

Population is one ofthe factors used in the allocation formulas established by Federal law for distributing
these grants funds

Grant funds also vary based on grant funding authorized by the us Congress There has been a

substantial reduction to CDBG funding from 2005 through 2008 and in the 2011 program years This

reduction wasattributed to a stable Congressional allocation contravened by an increase in the number of

cities which qualified for the grant program Thus the same pie wascut into smaller slices

In 2004 HUD advised the City that it was eligible to receive a new American Dream Downpayment
Initiative Grant The program encourages the purchase of homes by low to moderate income first time

homebuyers by providing down payment and closing cost assistance

From time to time BURA is the recipient ofother grants from Federal state and local authorities During
the fiscal year ended June 30 2005 BURA received aLead Hazard Reduction Demonstration Grant from

HUD totaling 15 million This grant is being used for the rehabilitation ofhomes which contain lead

based paint hazards and which serve as a residence for children under the age ofsix A second HUD grant
for 11 million was received during the year ended June 30 2007 These funds are awarded under grant
agreements which last 2 3 years

BURA received several one time grants during the last fiscal yearand will be spent within three years

4 311 494 for the Community Development Block Grant Recovery program wasawarded to

the City The grant must be spent by the end ofSeptember 2012

6 594 081 for the Emergency Shelter Grant for Homeless Prevention and Rapid Re Housing
Program wasawarded by HUD The grant should be spent within 3 years

BURA applied for and was awarded 1 552 000 ofBlock by Block Grant funds from the NYS

Affordable Housing Corp AHC This grant consists of 400 000 ofAHC Subsidy funds for

Acquisition Rehab and 1 152 000 for Home Improvement The funds should be spent within 2

years

BURA applied for and was awarded a Neighborhood Stabilization Grant of 2 635 019 This is a

fixed 45 month grant that was a joint application with the Town ofCheektowaga Funding is

provided with demolition housing rehabilitation and apilot land bank

Grant funds administered by BURA are restricted to uses prescribed in grant regulations and in BURA s

grant applications They are not available to meet the general obligations ofthe City ofBuffalo
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CITYOF BUFFALO URBAN RENEWAL AGENCY

MANAGEMENT S DISCUSSION AND ANALYSIS CONTINUED

Economic Factors and Next Year s Grant Information

The major focus ofBURA s grant efforts in the coming year will center on the implementation ofthe City
ofBuffalo s Neighborhood and Business Development initiatives which seek to develop communities

enhance neighborhoods andencourage private enterprise

The City of ButIalo has implemented a Targeted Approach for neighborhood preservation and

conservation The Office of Strategic Planning has identified specific communities throughout the City
that conform to the preservation and conservation objectives stated in its Consolidated Plan Furthermore

these communities conform to the HUD guidelines for use ofCommunity Development Block Grant

dollars and other government funds

The identified targeted areas include a HUD approved Neighborhood Revitalization Program in the Mid

City area between Main Street and the Kensington Expressway north ofBest Street It also includes 13

Comprehensive Code Enforcement Areas CCE in designated neighborhoods The CCE area

neighborhoods include Black Rock Broadway Fillmore Cazenovia Park SenecaTriangle Grant Ferry
Lakeview Leroy Masten ParkCold Springs Medical Park Fruitbelt Schiller Park and Willert Park

HomeOwnership Zone HOZO

The City recognizes the complexity ofa comprehensive encompassing program and realizes completion
can only occur through aphased approach Projects will build upon the area s current assets and previous
investments Some areas require a long term planned approach with an emphasis on smart growth
concepts The program will be comprehensive in nature dealing with quality oflife issues such as city
infrastructure streets curbs sidewalks trees commercial stabilization and revitalization housing
conditions deterioration rehabilitation new construction demolition vacant land and community
services

With Federal assistance for code enforcement inspection the City has created a targeted owner occupied
housing rehabilitation program In its first year ofoperation several streets were identified in each CCE

area and inspectors visited each house to assess conditions and issue violation notices where needed At

the same time Federal grant dollars wereoffered to homeowners to assist in making the required repairs
This effortwill continue in the next fiscal yearadding more streets adjacent to those previously selected

The administration continues to develop programs that support the maintenance and rehabilitation of

existing owner occupied homes while attracting new residents to the City Implementing mixed use

neighborhood development projects that build market rate homes in market competitive segments of the

housing market is a priority that demonstrates this The City will also leverage non government funding
in conjunction with overall goalsand objectives For example in 2006 the Mayor began his Move Back

to Buffalo program that offers down payment and closing cost assistance to certain city employees who

purchase a home in the City
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CITYOF BUFFALO URBAN RENEWAL AGENCY

MANAGEMENT S DISCUSSION AND ANALYSIS CONTINUED

Contacting BURA s Financial Management

This financial report is designed to provide the citizens taxpayers and elected officials of the City of
Buffalo with ageneral overview ofthe Buffalo Urban Renewal Agency s finances and to show BURAs

accountability for the monies it receives Ifyou have any questions about this report or need additional

financial information contact the Office ofStrategic Planning Room 214 City Hall Buffalo New York

14202
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CITY OF BUFFALO URBAN RENEWAL AGENCY

STATEMENT OF NET ASSETS

JUNE 30 2011

Assets

Cash and Cash Equivalents Note 7

Temporary Investments at Cost

Receivables Net

Due Within One Year

Due in More Than One Year

Due from Cityof Buffalo Note 3

Due from Other Governmental Units

Construction in Progress Note 10

Real Estate Acquired for Resale at Cost

Capital Assets

Land and Land Improvements
Other Capital Assets Net of Accumulated

Depreciation

Liabilities

Accounts Payable and Accrued Expenses
Due to Federal Government

Deferred Grant Revenue

Other

Long Term Liabilities

Due Within One Year

Due in More thanOne Year

Other Non Current Liabilities
OPEB Liability Note 5

Net Assets

Invested in CapitalAssets

Unrestricted Deficit

See accompanying notes to basicfinancial statements

14

3 113 950

673 874

7 506 466

4 805 000

203 818

575 119

247 561

804 857

380 370

10 247 893

Total CapitalAssets 10 628 263

Total Assets 28 558 908

Total Liabilities

Total Net Assets

Total Liabilities and Net Assets

Governmental

Activities

3 895 381

329 238

4 016 973

59 354

1 110 000

8 555 000

7126 937

25 092 883

10 628 263

7 162 238

3 466 025

28 558 908



CITY OF BUFFALO URBAN RENEWAL AGENCY

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30 2011

Expenses

Program Revenues

Operating Capital
Grants and Grants and

Contributions Contributions

Governmental Activities

Community Development 65 642499 64424 356

Total Governmental Activities Note t 65 642499 64424 356

Business Type Activities

Total Business Type Activities

65 642499 64 424 356

Net Assets Beginning

Net Assets Ending

See accompanying notes to basicfinancial statements

15

Net Expense
Revenue and

Changes in Net

Assets

Governmental

Activities

1 218 143

1 218 143

1218 143

4 684 168

3 466 025
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CITY OF BUFFALO URBAN RENEWAL AGENCY

FUND FINANCIAL STATEMENTS CONTINUED

Explanations ofCertain Differences Betwecn the
Governmental Funds Balance Shcct

and the Statement ofNetAssets

Differences between Governmental Funds Balance Sheet and the Statement ofNet Assets are as follows

Capital assets are expensed as capital outlays under fund balance sheet whereas they are recorded at

historical cost and depreciated in the Statement ofNet Assets Long term receivables notes payable
and other payables are not reported in the fund balance sheets but they are recorded for the Statement
ofNet Assets Encumbrances are recorded as receivable Due from Federal Government for the fund
balance sheets whereas the Statement ofNet Assets does not discloseencumbrances

Balance at June 30 2011 was

Long Term Notes Receivable Section 108

Capital Assets Net fDepreciation
Compensated Absences
Due from Federal Government

Long Term Debt Section 108

OPEB Liability

4 805 000

10 628 263

180 906

8 142 681

8 555 000

7126 937

Combined Adjustment 8 572 261

Total Fund Equity Total Governmental
Funds June 30 2011 12 038 286

Net Assets of

Governmental Activities 3466 025
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CITY OF BUFFALO URBAN RENEWAL AGENCY

FUND FINANCIAL STATEMENTS CONTINUED

Explanations ofCertain Differences Between the

Governmental Funds Statement ofRevenues Expenditures
and Changes in Fund Balances and the Statement ofActivities

Encumbrances are recorded as revenue for Governmental Funds Statement of Revenues Expenditures
and Changes in Fund Balances whereas Statement ofActivities does not include this revenue Capital
assets and land inventory are expensed when incurred for Governmental Funds Statement ofRevenues

Expenditures and Changes in Fund Balances capital assets and land inventory are capitalized and where

applicable depreciated for Statement of Activities Repayment of long term debt is expensed for

Govcrnmental Funds Statement ofRevenues Expenditures and Changes in FundBalances

Net Change inFund Balances

Total Governmental Funds 3 296 972

Amounts Reported for Change in Net Assets of

Governmental Activities over under Amounts

Reported for Net Change in Fund Balances

Long Term Notes Receivable Section 108

Changes in Encumbrances

Changes in Capital Assets

Depreciation
Changes in Long Term Debt

OPEB Expense
Changes in Land Inventory
Compensated Absences

755 000

4 333 772

1 180

337 068

1 255 000

2 416 338

14 000

16 717

Change in Net Assets of
Governmental Activities 1218 143
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CITY OF BUFFALO URBAN RENEWAL AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30 2011

Note 1 Description ofthe Entity

The City ofBuffalo Urban Renewal Agency BURA is a public benefit corporation which was formed

by an act ofthe New York State Legislature in 1966 Its corporate purpose includes the general planning
and operation ofvarious urban renewal programs designed to prevent or eliminate blight and deterioration
in the Buffalo New York urban area the City Such programs include real estate acquisition and

clearance relocation of businesses and individuals displaced by urban renewal activities design and

construction of site improvements and public facilities provision of grants and loans to facilitate

rehabilitation of residential and business properties and other programs designed to stimulate urban

economic growth and to revitalize urban neighborhoods

As required by the legislation which created the entity BURA s members consist chiefly of City of

Buffalo governmental officials Most of the funding for the various programs conducted by BURA is

obtained from the Federal government through the City of Buffalo In effect BURA acts as an agent of

the City in carrying out its urban renewal activities Because of its close administrative and financial

relationship with the City BURA is considered to be a component of the City ofBuffalo for financial

reporting purposes and the financial information presented herein for BURA alone is to be presented
within the City s basic financial statements as ofJune 30 2011 and for the year then ended

Note 2 Summary ofSignificant Accounting Policies

BURA s accounting policies conform to generally accepted accounting principles as prescribed by the

Governmental Accounting Standards Board GASB The City implemented new reporting model

standards beginning July 1 2001 Comparability with reports ofall prior years will be affected

At June 30 2008 BURA implemented the requirements ofGASB Statement No 45 Accounting and

Reporting by Employersfor Postemployment Benefits Other Than Pensions This Statement requires that

BURA inelude the costs ofproviding Health Care benefits to its retirees as a current cost ofcompensation
for employee services Under this statement OPEB expenditures should be recognized on a modified

accrual basis in governmental fund financial statements Similarly net OPEB obligations associated with

proprietary or fiduciary funds from which contributions are made should be displayed as liabilities or

assets in the financial statement ofthose funds

Basis ofPresentation FundAccountinJ

The accounting system is organized and operated on a fund basis A fund is defined as a fiscal and

accounting entity with selfbalancing set ofaccounts which are segregated for the purpose ofcarrying on

specific activities or attaining certain objectives in accordance with special regulations restrictions or

limitations

21



CITY OF BUFFALO URBAN RENEWAL AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30 2011

Note 2 SummaryofSignificant Accounting Policies Continued

BURA funds are grouped into two broad fund categories for financial statement presentation
Governmental funds include general and special revenue funds Proprietary funds include enterprise
funds During the year ended June 30 2011 BURA hadno proprietary funds

Basis ofACCollntinf

Component Unit Wide Financial Statements

The component unit wide financial statements i e the Statement ofNet Assets and the Statement of
Activities report information on all activities ofBURA Governmental activities which normally are

supported by grants are reported separately from business type activities which primarily rely on fees
andcharges for support

The component unit wide statements are prepared using the accrual basis ofaccounting This is the same

approach used in the preparation ofthe proprietary fund financial statements but differs from the manner

in which governmental fund financial statements are prepared Therefore governmental fund financial
statements include a reconciliation with briefexplanations to better identify the relationship between the

component wide statements and the statements for governmental funds The primary effect of internal

activity has been eliminated from the component unit wide financial statements

The component unit wide Statement ofActivities presents a comparison between expenses both direct
and indirect and program revenues for each segment ofthe business type activities ofBURA and for
each governmental program Program revenues include charges paid by the recipients for the goods or

services offered by the programs and grants and contributions that are restricted to meeting the

operational or capital requirements ofa particular program Revenues not classifiedas program revenues

are presented as general revenues The comparison ofprogram revenues and expenses identifies the
extent to which each program or business segment is self financing

Net assets should be reported as restricted when constraints placed on net asset use are either externally
imposed by creditors such as through debt covenants grantors contributors or laws or regulations of
other governments or imposed by law through constitutional provisions or enabling legislation The net

assets restricted for other purposes result from special revenue funds and the restrictions on their net asset

use

Separate financial statements are provided for governmental funds and proprietary funds Major
individual governmental funds and major individual enterprise funds are reported as separate columns in
the fund financial statements
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CITYOF BUFFALO URBAN RENEWAL AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30 2011

Note 2 Summary ofSignificant Accounting Policies Continued

Fund Financial Statements

Fund financial statements report detailed information about BURA The focus of governmental and

enterprise fund financial statements is on major funds rather than reporting funds by type Each major
fund is presented in a separate column Non Major funds are aggregated and presented in a single
column

Governmental Funds

All governmental funds are accounted for using the modified accrual basis ofaccounting and the current

financial resources measurement focus Under this basis revenues are recognized in the accounting
period in whichthey become measurable and available

Expenditures are recognized in the accounting period III which the fund liability IS incurred if

measurable

The major governmental funds are

The General Fund is used to account for all financial resources except those required to be
accounted for in another fund Included in BURA s general fund are proceeds from previously
closed out grant programs

SvecialRevenue Funds are used to account for the proceeds ofspecific revenue sources other
than special assessments expendable trust funds or major capital projects that are legally
restricted to expenditures for specified purposes BURA s special revenue funds account for the

proceeds ofFederal Community Development Block Grants Metropolitan Entitlement HOME

grants Emergency Shelter Grants and various other Federal and New York State grants

MeasurementFocus for Overations

All ofBURA s governmental funds are accounted for on aspending measurement focus

Basis ofAccountinJ

The financial statements ofthe general fund and special revenue funds are prepared in accordance with

the modified accrual basis ofaccounting
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CITYOF BUFFALO URBAN RENEWAL AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30 2011

Note 2 Summary ofSignificant Accounting Policies Continued

Under the modified accrual basis revenues other than those susceptible to accrual are recorded when

received in cash and expenditures are recorded when fund liabilities are incurred

Significant revenues considered to be susceptible to accrual include grant revenues receivable under

Federal Community Development Block Grants Metropolitan Entitlement and various categorical
grants

Deferred grant revenue consists of funds received in excess ofproject costs chargeable in the current

period

Budflets andBudfletarvAccountinf

BURA follows specified procedures III establishing budgetary controls over its revenues and

expenditures These controls relate solely to the Community Development Block Grant CDBG

HOME Investment Partnership HOME Emergency Shelter Grant ESG and Housing
Opportunities for Persons with Aids HOPWA Grant Programs which are funded annually by the U S

Department of Housing and Urban Development HUD under Metropolitan Entitlement grants
Expenditures for these programs are budgeted over the entitlement program year which commences on

May Iofone year and ends on April 30 ofthe followingyear Appropriations offunds do not lapse at the

close ofthe program year but remain available for expenditure until the budgeted projects are completed
at which time any unexpended funds may be reprogrammed in accordance with HUD guidelines The

following outlines the budgetary process for these entitlement funds

An allocation plan is developed annually by the Office ofStrategic Planning OSP ofthe City
taking into consideration citizens comments received at apublic hearing

An annual allocation plan is presented by the Mayor to the City ofBuffalo Common Council
Common Council approximately sixty days prior to the commencement ofthe program year

The Common Council holds additional public hearings and considers the proposed allocation

plan and provides advisory comments to the Mayor

Upon approval of the annual allocation plan by the Mayor the plan is approved by the BURA

board An application based on the plan is submitted to HUD approximately forty five days prior
to the commencement of the May I program year HUD then forwards entitlement grant contracts

to the City which are executed by the City and by BURA
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CITY OF BUFFALO URBAN RENEWAL AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30 2011

Note 2 Summary ofSignificant Accounting Policies Continued

The detailed budget for the various projects and for the administrative costs of the program is

prepared by asp in conjunction with other City departments affected

The administrative budget is submitted annually to the members ofBURA for approval

Contracts for work on individual CDBG projects are approved separately by the members of

BURA at regular and special meetings held throughout the year

Budgeted amounts and contract encumbrances are recorded and integrated with the program

expenditure records as a management control device

Budgets for the entitlement programs do not expire at the end of the fiscal year but continue in

force until all grant funds are expended or the specific grant regulatory period expires whichever
comes first

Budgets for projects funded by sources other than HUD entitlement grants are generally an

integral part of the respective grant contracts and are processed internally by management

Budgets for thegeneral fund have not been prepared

Sinee BURA s budgets are programmatic and are designed to cover several fiscal years a fiseal period
budgetary comparison has not been included in the general purpose financial statements at June 30 2011

Encumbrances

Encumbrance accounting under which purchase orders contracts and other commitments for the

expenditure ofmonies are recorded is employed as partofBURA s budgetary control mechanism for the

CDBG program which is included inBURA s special revenue funds

BURA for budgetary control purposes accounts for encumbrances as acharge against appropriations and

does not distinguish the portion ofencumbrances that represent liabilities for goods or services received
but not paid for at the balance sheet date For financial statement purposes these encumbrances are

segregated into the portion that represents an outstanding liability for goods or services received versus a

commitment for goods and services not received The amounts representing goods or services received
are shown in the financial statements as accounts payable and are included in expenditures while the

amounts representing commitments are shown as a reservation of fund balance Encumbrances

outstanding at the endofthe fiscal yeardo not lapse
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CITYOF BUFFALO URBAN RENEWAL AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30 2011

Note 2 Summary ofSignificant Accounting Policies Continued

Real EstateInventory

In the course of conducting its urban renewal activities BURA acquires real property for use in future

urban renewal projects This property is recorded at historical cost at the time ofpurchase BURA llses

the purchase method for recording real estate inventory transactions which requires a corresponding
reservation offund balance in the governmental fundpurchasing the asset

Lonf Term Advances andReceivables

Long term advances and receivables which are not available for current expenditures have been

designated by reservation ofthe fundbalance ofthe special revenue fund

CapitalAssets GovemmentalActivities

Governmental Capital Assets recorded at cost as ofJune 30 2011 are summarized as follows

Function and Acthity Total Land Buildings Equipment Vehicles

Economic Development
Administration 15 979 873 380 370 14 706 007 787 938 105 558

General

Administration 24866 24 866

GovernmentalCapital
Assets 16 004 739 380 370 14 706 007 812 804 105 558

Less Accumulated Depreciation 5 376 476 4 590 796 680 122 105 558

10 628 263 380 370 10 115 211 132 682

For the year ended June 30 2011 depreciation in the amount of 337 068 has been recorded using the

straight line method over the useful lives ofthe assets which range from 5 to 39 years
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CITYOF BUFFALO URBAN RENEWAL AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30 2011

Note 2 Summary ofSignificant Accounting Policies Continued

CompensatedAbsences

Employees of BURA earn vacation personal and sick pay based upon length of service and job
classification Unused vacation leave accumulates up to amaximum number ofdays based upon length of

service and is payable upon termination

Unused sick leave accumulates but may only be used to compensate for actual time off for medical or

other defined reasons However it is BURA s policy to compensate retiring employees for unused

accumulated sick pay on a reduced basis BURA has reflected the June 30 2011 liability for accumulated

earned but unpaid employee vacation time in its Statement ofNet Assets and Statement ofActivities

Other compensated absences which are not vested in the employees are accounted for on a cash basis

Note 3 Related Party Transactions

In the course ofcarrying out its urban renewal activities BURA regularly engages in transactions with

various administratively and functionally related entities The principal such entity is the City which is

the prime sponsor of the programs conducted by BURA and which is the nominal recipient ofmost of

BURA s Federal and state grant funding BURA is a component unit ofthe City

Certain City employees devote a substantial portion oftheir time to BURA activities BURA reimburses
the City for all its allocated portion ofthe salaries and fringe benefits ofthose employees Conversely
BURA employees also spend time working on City business Accordingly BURA and affected City
employees complete bi weekly time sheets which are used to determine cost allocations between the

entities activities In addition an indirect cost plan provides for reimbursement ofother operating costs

from the central service centers ofthe City Indirect costs are calculated using an agreed upon indirect

cost rate applied to the amount ofactual salaries of City employees who work on BURA projects Salary
and indirectcost reimbursements to the City totaled 0 for the yearended June 30 2011

Certain BURA funded program activities are conducted directly by the City ofBuffalo These consist for

the most part ofspecific public works projects assisted by CDBG funds Net transfers to the City for such

activities amounted to approximately 7 786 307 for the year ended June 30 2011

In addition City bond funds are sometimes used to assist in financing specific BURA capital projects
benefiting the City

27



CITYOF BUFFALO URBAN RENEWAL AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30 2011

Note 3 Related Party Transactions Continued

Other program activities funded by BURA are conducted by two related public benefit entities the

Buffalo Economic Renaissance Corporation BERC and the Buffalo Neighborhood Revitalization

Corporation BNRC

These entities receive loans or grants from BURA under the CDBG program the Section 108 Loan

program as well as various New York State grant programs and in turn loan or grant funds to

qualitying individuals and businesses for purposes ofproperty rehabilitation home acquisitions for low

income individuals or business development and expansion For the year ended June 30 2011

approximately 657 818 ofBURA s total expenditures represented funding to BERC No funds were

provided to BNRC during the past fiscal year

Under an agreement with BERC certain program income such as loan repayments or interest earned

through the CDBG program may generally be retained as supplemental BURA funding subject to

applicable Federal regulations Other program income must be returned to BURA In a2003 HOME

monitoring report HUD specified that all BNRC program income be returned to BURA Regardless
grant allocation agreements with these entities also provide that upon termination ofthe agreements all

unused program income andany CDBG assets held by BERC andBNRC will revert to BURA

At June 30 2011 net amounts due from to related parties consisted of

Due from City ofBuffalo

Notes Receivable Section 108 BERC

OtherBERC NetReceivables

BNRC Net Receivables

203 818

300 000

410464
28 922

Total 943204

Note4 Employee Retirement Benefits

BURA s employees participate in the New York State Employee Retirement System the System a

cost sharing multiple employer defined benefit pension plan administered by the New York State and

Local Retirement System All BURA employees are eligible to participate in the System The System
provides retirement disability and death benefits to planmembers and beneficiaries Membership benefits
and employer and employee obligations to contribute are described in the New York State Retirement and

Social Security Law The New York State Employee Retirement System issues a publicly available

financial report that includes financial statements and required supplementary information for the System
That report may be obtained by writing to the New York State and Local Retirement System 110 State

Street Albany New York 12244
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CITY OF BUFFALO URBAN RENEWAL AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30 2011

Note 4 Employee Retirement Benefits Continued

Employees who joined the System before July 27 1976 are on aplan with minimum retirement age of

55 which provides for 1 67 of final average salary for each year of service less than 20 years

Generally the benefits for employees with more than 20 years are 2 of final average salary for each

year of service For employees who joined on or after July 1 1973 but before July 27 1976 those who
retire between the ages of 55 and 62 with less than 30 years of service receive reduced benefits

Employees who joined after July 27 1976 earn 167 of final average salary for the first 20 years of
service and 2 for 20 to 30 years of service An additional benefit of 1 5 is applied for each year of
service over 30 years A member must be age 62 with 10 years ofservice or at least age 55 with 30 years
ofservice to retire with full benefits Generally vesting requires 5 years ofservice

Certain coveredemployees as determined by date ofentry into the plan are required to contribute 3 of

their salary to the plan during their first 10years ofcredited service or for the whole period ofservice

The payroll for the employees covered by the System for the year ended June 30 2011 was 2 820 508

All full time BURA employees at June 30 2011 werecovered by the pension plan

BURA s required contributions for the current andpreceding two years are as follows

Fiscal Percentage
Year ofAPC Net Pension

Ending Cost APC Contributed Obligation

6 30 2009 168 263 100

630 2010 250 946 100

6 30 2011 250 946 100

The amount to be funded withinthe next fiscal year has been recorded as a current liability ofthe special
revenue fund from which applicable wages are paid It is BURAs practice to fund the annual pension
cost APC annually as billed

The System uses the aggregate actuarial funding method which does not identify or separately amortize
unfunded actuarial liabilities therefore no schedule offunding progress is provided The System returned
to this method on April 1 1994 using a four year phase in period For fiscal years beginning after
March 31 1997 contribution rates are full aggregate rates
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CITYOF BUFFALO URBAN RENEWAL AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30 2011

Note 4 Employee Retirement Benefits Continued

Under its employee union contract BURA also provides health insurance coverage for individuals who

have retired from BURA service and meet specified longevity requirements with respect to employment
It is BURA s practice to fund these insurance premiums as billed For the year ended June 30 2011 the

cost ofproviding health insurance benefits to thirty six BURA retirees was 376 850

Note 5 Postemployment Health Care Benefits

From an accrual accounting perspective the cost ofpostemployment healthcare benefits like the cost of

pension benefits generally should be associated with the periods in which the cost occurs rather than in

the future year when it will be paid In adopting the requirements ofGASB Statement No 45 during the

year ended June 30 2008 BURA recognizes the cost ofpostemployment healthcare in the year when the

employee services are received reports the accumulated liability from prior years and provides
information useful in assessing potential demands on BURA s future cash flows Recognition of the

liability accumulated from prior years will be phased in over 30 years commencing with the 2008

liability

Plan Description BURA provides continuation ofmedical insurance coverage to employees that retire

under the New York Retirement System at the same time they end their service to BURA Based on the

collective bargaining agreement the retiree and his or her beneficiaries receive this coverage for the life

ofthe retiree Healthcare benefits for non union employees are similar to those of union employees The

retiree s share ofpremiumcost range from 0 to 25 depending on the employee hire date

The number ofparticipants as of June 30 2011 wasas follows

Active Employees
Retired Employees
Spouses ofRetiredEmployees

60

36

1Q

Total 112

Funding Policy BURA currently pays for postemployment health insurance care benefits on apay as

you go basis Although BURA is studying the establishment ofa trust that would be used to accumulate

and invest assets necessary to pay for the accumulated liability these financial statements assume that

pay as you go funding will continue
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CITY OF BUFFALO URBAN RENEWAL AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30 2011

Note 5 Postemployment Health Care Benefits Continued

Annual Other Postemployment Benefit Cost For the fiscal year ended June 30 2011 SURA s annual

OPEB cost of 2 735 088 was equal to the Annual Required Contribution The payment ofcurrent health

insurance premiums which totaled 376 850 for retirees and their beneficiaries resulted in a Net OPES

obligation of 7 126 937 for the year ended June 30 2011

AnnualOPEB Cost andNet OPEB Obligation SURA s annual other postemployment benefit OPES

cost is calculated based on the annual required contribution of the employer ARC BURA has

elected to calculate the ARC and related information using the alternative measurement method permitted
by GASB Statement 45 for employers in plans with fewer than one hundred total plan members The

ARC represents a level offunding that ifpaid on anongoing basis is projected to cover normal cost each

year and to amortize any unfunded actuarial liabilities of funding excess over a period not to exceed

thirty years The following table shows the components ofBURA s annual OPEB cost for the year the

amount actually contributed to the plan and changes in BURA s net OPES obligation to the Retiree

Health Plan

2 799 466

383 128

AnnualRequired Contribution Including Interest

Contribution Made

Increase in Net OPEB Obligation
Net OPEB Obligation Beginning ofYear

2 416 338

4 710 599

Net OPEB Obligation End ofYear 7 126 937

BURA is required to report the required annual OPEB cost the percentage of annual OPEB cost

contributed to the plan and the net OPEB obligation for fiscal year 6 30 2011 and the two preceding
fiscal years

Fiscal Percentage of Net

Year Annual AnnualOPEB OPEB

Ended OPEB Cost Cost Contributed Obligation

6 302009 2 028 394 1748 2 997 941

6 302010 2 028 394 18 89 4 710 599

6 302011 2 735 088 14 00 7 126 937

31



CITYOF BUFFALO URBAN RENEWAL AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30 2011

Note 5 Post Employment Health Care Benefits Continued

FundedStatus and Funding Progress As ofJune 30 2011 the actuarial accrued liability for benefits was

28 717 970 all of which was unttmded The covered payroll annual payroll of active employees
covered by the plan was 2 820 508 and the ratio of the unfunded actuarial accrued liability to the

covered payroll was 1018 18 percent

The projection offuture benefit payments for an ongoing plan involves estimates of the value ofreported
amounts and assumptions about the probability of occurrence ofevents far into the future Examples
include assumptions about future employment mortality and the healthcare cost trend Amounts

determined regarding the funded status of the plan and the annual required contributions ofthe employer
are subject to continual revision as actual results are compared with past expectations and new estimates

are made about the future The schedule of funding progress presented on page 33 presents multi year

trend information about whether the actuarial value ofplan assets is increasing or decreasing over time

relative to the actuarial accrued liabilities for benefits

Methods and Assumptions Projections of benefits for financial reporting purposes are based on the

substantive plan the plan as understood by the employer and plan members and include the types of

benefits provided at the time of each evaluation and the historical pattern ofsharing of benefit costs

between the employer and plan members to that point The methods and assumptions used include

techniques that are designed to reduce the effects ofshort term volatility in actuarial accrued liabilities

and the actuarial value ofassets consistent with the long term perspective ofthe calculations

The followingsimplifying assumptions were made

Retirement Age for Active Employees Based on the historical average retirement age for the covered

group active plan members were assumed to retire at age 55 or at the first subsequent year in which the

member would qualifY for benefits

Marital Status Marital status ofmembers at the calculation date was assumed to continue throughout
retirement

Mortality Life expectancies were based on the RP2000 Mortality Life Tables for Males and for

Females

Turnover Non group specific age based turnover data from GASB Statement 45 were used as the basis

for assigning active members aprobability ofremaining employed until the assumed retirement age and

for developing an expected future working lifetime assumption for purposes ofallocating to periods the

present valueoftotal benefits to be paid
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Note 5 Postemployment Health Care Benefits Continued

Healthcare Cost Trend Rate The expected rate ofincrease in healthcare insurance premiums was based

on projections of the Health and Human Services Officc of the Actuary A rate of9 0 percent initially
reduced to an ultimate rate of4 7 percent after six years wasused

Health Insurance Premiums June 30 2011 health insurance premiums for retirees were used as the

basis for calculation ofthe present value oftotal benefits to be paid

Inflation Rate The expected long term inflation assumption of 3 0 percent was based on projected
changes in the Consumer Price Index for Urban Wage Earners and Clerical Workers CPI W in the

Annual Report ofthe Board ofTrustees of the Federal Old Age and Survivors Insurance and Disability
Insurance Trust Funds for an intermediate growth scenario

Payroll Growth Rate The expected long term payroll growth rate was assumed to equal the rate of

inflation

Based on the historical and expected returns ofBURA s short term investment portfolio a discount rate

of49percent wasused In addition asimplified version ofthe entry age actuarial cost method was used

The unfunded actuarial accrued liability is being amortized as a level percentage ofprojected payrolls on

an open basis The remaining amortization period at June 30 2011 was twenty eightyears

Schedule ofFunding Progress
For the Retiree Health Plan

Actuarial

Accrued VAAL as a

Actuarial Liability Unfunded Percentage of

Actuarial Value of AAL AAL Funded Covered Covered

Valuation Assets Entry Age VAAL Ratio Payroll Payroll

Date a b b a a 1 b c b a 1 c

61302009 25 032 24Q 25 032 24Q 0 2 421 778 1033 63

6 302010 25 032 24Q 25 032 24Q 0 2 285 350 1095 34

6 30 20II 28717 970 28 717 970 0 2 820 508 1018 18
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Note 6 Commitments and Contingent Liabilities

Litifation

BURA owns the land immediately east of the Waterfront School in the City ofBuffalo BURA fully
investigated the land to the satisfaction of the New York State Department of Environmental

Conservation NYSDEC at acost ofapproximately 250 000 Although the discussions were fruitful

there is not a formal agreement with the NYSDEC to accept BURA s investigation of the site as full

settlement ofany obligations it has for this site

BURA is a defendant to litigation commenced by a contractor This matter is in the dispositive motion

stage It involves a claim ofcontract breach by BURA related to a contract for services for lead testing by
the plaintiff BURA has taken the position that the quantity ofwork referred to ETC was in BURA s sole

discretion and so no damages under the contract have resulted

BURA is adefendant to litigation commenced by acontractor ofthe City ofBllffalo and BURA related to

demolition ofstructures This matter is in the early stages of litigation It involves a claim ofcontract

breach for claimed additional costs incurred by the contractor and not paid by BURA BURA will take

the position that the additional work wasnot authorized not documented or included in the base price of

the original agreement and therefore no damages under the contract have resulted

BURA has been named as adefendant in apersonal injury matter in which the claimantinfant alleges
injury from lead paint at a residence where BURA provided lead paint remediation funds to the owner

The outcome cannot be determined at this early stage oflitigation

Note 7 Cash and Cash Equivalents

Cash and cash equivalents reported in BURA s special revenue fund represent grant funds held prior to

disbursement ofapproved expenditures and are restricted as to use BURA s deposits are maintained in

demand deposits or savings accounts For certain demand or checking accounts BURA requires that its

depository banks pledge collateral in the form ofsecurities held by the bank in the name ofBURA For

the accounts held at one financial institution collateral is established at fixed amounts which may vary

throughout the year For accounts held at other financial institutions no collateral requirements have been

established

Deposits with four financial institutions covered by Federal deposit insurance totaled 969 549

Deposits are generally classified into three categories ofcredit risk Those categories and BURA s cash

balances per bank at June 30 2011 are as follows
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Note 7 Cash and Cash Equivalents Continued

Category Description

BURA s Bank

Balances

1 Uncollateralized 3 113 950

2 Collateralized by securities held by the pledging
Financial Institution 673 874

3 Collateralized by securities held by the pledging Financial

Institution s trust department or agent but not in BURA s

name

The carrying value ofBURA sdeposits was 3 787 833 as reported on the financial statements

Note 8 Receivables

PrOframLoans Receivable

Program loans receivable consist of several economic development loans made directly by BURA or

indirectly through the Buffalo Economic Renaissance Corporation BERe This corporation has in

turn loaned the grant funds to qualifying developers

As of June 30 2011 program loans receivable consist ofCDBG funds advanced by BURA to BERC for

Section 108 program loans due within one year in the amount of 300 000

Since the inception of the CDBG program in the mid 1970 s BURA has also expended a substantial

amount ofgrant funds directly or indirectly through BERC BNRC and their predecessors and through
various community based not for profit organizations on loans for business development and for the

rehabilitation ofcommercial and residential properties Under CDBG program reporting requirements
these loansare treatedas program expenditures The actual loans are recorded as accounts receivable on

the books ofBERC and BNRC who monitor the loans and collect repayments to be used for further

economic development activities

Notes Receivable Special Revenue Fund

As of June 30 20II various notes from individuals businesses and other organizations wereoutstanding
representing funds advanced by BURA for projects designed to stimulate economic development and

housing improvements in the City of Buffalo These notes are secured by mortgages with varying
repayment terms
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Note 8 Receivables Continued

Advances to Subgrantees

In the course of conducting various projects funded through CDBG and other grant programs BURA

contracts with numerous subgrantees to perform program services at the community level In connection

with those subgrant contracts BURA has advanced CDBG and other funds to provide working capital for

the subgrantees which are reported as advances receivable in the component unit wide financial

statements

Note 9 Due from Federal Government

At June 30 2011 282 500 of the amount presented as due from the Federal government represents a

10 guarantee on loans issued under the Department ofHousing and Urban Development s Section 108

program prior to October 30 1986 This amount will become available for use in the CDBG grant

program as Section 108 loan principal balances are reduced through repayments from the individual

borrowers The remaining amount represents amounts not yet received by BURA from the Federal

government for expenses incurred under Federal grant programs

Note 10 Long Term Liabilities

Governmental Activities

Section 108 Loan Guarantee Program

BURA is indebted to the Federal Financing Bank under promissory notes for advances received underthe

HUD Section 108 Loan Guarantee Program There are two types ofHUD Section 108 programs Under

the first type promissory notes are payable in 20 annual installments ofprincipal and interest beginning
in August 1983 Under the second type effective on October 30 1986 interest on promissory notes is

payable in 12 semi annual installments starting with the first February or August after loan issuance The

entire principal amount ofthe loan is due at the same time as the Ith semi annual interest payment is due

Interest rates vary on each loan and are determined by HUD based on prevailing mark trates at the time

of loan issuance

BURA has loaned the advances received from the Federal Financing Bank to the Buffalo Economic

Renaissance Corporation BERe which in turn has loaned these funds to various businesses for

economic devclopment purposes BURA s future obligations for interest and principal payments to the

Federal Financing Bank on such loans are to be provided by BERC though interest and principal
repayments from the individual borrowers In the event of default on such loans BURA will be

responsible for the payments ofthe amounts due

36



CITYOF BUFFAIJO URBAN RENEWAL AGENCY

NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30 2011

Note 10 Long Term Liabilities Continued

As of June 30 2011 loans in default totaled 420000 SURA has made the required debt service

payments

SURA is also the borrower on six Section 108 loans Principal and interest payments have been made

from COSO grant program funds and are allowable as program expenditures ofthis program

At June 30 2011 the responsibility for repayment ofSection 108 loans is as follows

Private Developers
BURA HOZO

BURA William CkliterIncubator

BURA Root Building MAC Apartments
BURA Defaulted Loans

5 285 000

2 lOO 000

575 000

1 325 000

380 000

Total

9 665 000

1 110 000

8 555 000

Less Current Amount due to Fcderal CJOvemment

As ofJune 30 2011 future maturities ofthe Section 108 loans are as follows

FiscalYear Ending June 30 2012

FiscalYear Ending June 30 2013

FiscalYear Ending June 30 2014

Fiscal Year Ending June 30 2015

Fiscal Year Ending June 30 2016

FiscalYear Ending June 30 2017

Thereafter

1 110 000

1 265 000

1 265 000

2 155 000

1 085 000

1 035 000

1 750 000

Less Current Portion

9 665 000

lllO OOO

Total Long TermObligations 8 555 000
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Note 10 Long Term Liabilities Continued

Fannie Mae

During the year ended June 30 2006 BURA established anon revolving line ofcredit in the amount of

6 000 000 with Fannie Mae Interest is at one month LIBOR Rate plus one hundred fifty basis points
3 35 at June 30 2011 The agreement along with other stipulations requires a cash collateral account

of 600 000 and includes a covenant requiring an armual line item within the CDBG program or other

funding budgets in the amount of 1 200 000 for the past four and this year These annual budget
allocations total 6 000 000 and are intended to be used to repay the lineofcredit The funds have been

designated for various revitalization projects in downtown Buffalo and other specified areas ofthe City

BURA borrowed a total of 6 million from Fannie Mae with draws of 2 000 000 on March 30 2006

and 2 000 000 on March 23 2007 This 4 million was loaned to private developers BURA borrowed

another 2 million from Fannie Mae during the fiscal year ended June 30 2008 These funds are being
used for construction financing for a new 24 unit housing development known as Sycamore Village

The first and second annual principal amounts of 1 200 000 plus interest was paidon June 26 2007 and

June 30 2008 respectively BURA made the third fourth and fifth annual repayment of 1 200 000 on

March 30 2009 2010 and2011

These funds have been repaid from a combination ofproceeds from the sales ofthe homes and BURA

general funds As of June 30 2011 eleven market rate homes werecompleted and all the homes were

sold Construction costs in the amount of 247 561 for the remaining units are reported as Construction

in Progress in the general fund

The Fannie Mae loan has been closed as follows

Fiscal Year Ending June 30 Amount

Loan balance

1200 000

1 200000

2010

Paid during the year
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Note 11 Mortgage Obligations

Chanfes in Lonf Term Debt

The following is a summary ofchanges in long term debt for the year ended June 30 2011

Amount

Balance Due Within

Type of Debt July 1 2010 Additions Deductions June 30 2011 One Year

CJOvemmental Activities

Section 108 Loans 11 215 000 1 550 000 9 665 000 1 110 000

Fannie Mae 1 200 000 1 200 000

12415 000 2 750 000 9 665 000 1 110 000

Note 12 Dissolution ofBERC

The City ofBuffalo is engaged in a complex transaction to dissolve BERC Outside counsel and auditors

reviewed BERe s finances and planned the legal steps required to dissolve the agency On October 20

2010 the membership ofBERC approvedaplan to dissolve the agency BERes assets and programs are

to be divided and transferred to BURA and the Buffalo Urban Development Corporation BUDe

BERes Federal funds and program income were audited prior to dissolution in order to reconcile the

accounts attributable to Federal sources In order to ensure that BURA is reimbursed for any funds found

through the audit that are due to BURA an agreement has been reached between BURA and BERC to

establish an escrow account in the amount of 800 000 from BERC non Federal funds BURA has also

reached agreement with BERC to periodically transfer program income from real estate operations to

BURA until the dissolution is finalized

It is anticipated that the dissolution of BERC and transfer ofassets to BURA and BUDC will be

completed byDecember 31 2012

Note 13 Subsequent Event

The City ofBuffalo and BURA are subject to audit by various Federal andNew York State oversight and

cognizant agencies The City ofBuffalo has beenaudited by the Office ofthe Inspector General 01G

regarding the use ofCommunity Block Development Block Grant funds In aletter dated September 22

2011 the OIG issued a list offindings to the city Since that time the city has made significant efforts to

correct the findings issued in the report
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DANSA DARAIAu p

CERTIFIED PUBLIC ACCOUNTANTS CONSULTANTS

INDEPENDENT AUDITORS REPORT ON SUPPLEMENTARY INFORMATION

To Darby R Fishkin

Interim Comptroller ofthe City ofBuffalo

Buffalo New York

Our report on our audit of the basic financial statements of the City ofBuffalo Urban Renewal Agency a

component unit of the City ofBuffalo as ofand for the year ended June 30 20II appears on page 1 The

audit was made for the purpose offorming an opinion on the component unit wide financial statements taken

as a whole The combining Other Special Revenue Programs and Schedule ofGovernmental Capital Assets as

of June 30 20II and Schedule of Changes in Governmental Capital Assets for the year ended June 30 20II

as listed in the table ofcontents are presented for purposes ofadditional analysis and are not a required part of

the basic financial statements of the City ofBuffalo Urban Renewal Agency Such information has been

subjected to the auditing procedures applied in the audit ofthe basic financial statements and in our opinion is

fairly stated in all material respects in relation to the basic financialstatements taken as a whole

dtutlcP
November 9 2011

361 DelawarcAvenue Buffalo New York 14202 P 716 842 3900 F 716 883 2963 www daratacom



CITYOF BUFFALO URBAN RENEWAL AGENCY

FUND DESCRIPTIONS

JUNE 30 2011

General Fund

General Fund To account for all financial resources except those required to be accounted for in

another fund

Special Revenue Funds

To account for the proceeds of specific revenue sources other than fiduciary funds or capital project
funds legally restricted to expenditure for specified purposes

Community Development Block Grant To account for monies received from the Federal government
under the Community Development Block Grant program for providing decent housing and a suitable

living environment and expanded economic opportunities principally for persons of low and moderate

income and the allowable administrative costs associated with those projects

Section 108 Loan Guarantee Program To account for monies received from the Federal government

under the HUD Section 108 program BURA has loaned the advances received to the Buffalo Economic

Renaissance Corporation BERC which in turn has loaned these funds to various businesses for

economic development purposes BURA is also the borrower ofeight Section 108 loans

Section 8 Housing Program To account for monies received from the Federal government under the

HUD Section 8 program Such monies are passed through to the Rental Assistance Corporation of

Buffalo RACB The program s primary goal is to provide a decent home in a suitable housing
environment for families that cannot afford standard private housing

Home Ownership Zone Program To account for monies received from the Federal government under

the HUD Economic Development Initiative EDI program The ED funds are to provide for home

ownership assistance Such monies have been passed through to Buffalo Neighborhood Revitalization

Corporation BNRC who administers the funds
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CITYOF BUFFALO URBAN RENEWAL AGENCY

SCHEDULE OF GOVERNMENTAL CAPITAL ASSETS BY FUNCTION AND ACTIVITY

JUNE 30 2011

Function and Activity Total Land Buildings Equipment Vehicles

Economic Development
Adminis tration 15 979 873 380 370 14706 007 787 938 105 558

General

Administration 24866 24 866

Governmental Capital
Assets 16 004 739 380 370 14 706 007 812 804 105 558

See auditors reporton supplementary information
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