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1.0

INTRODUCTION

The Buffalo Sewer Authority ("BSA") is pleased to submit this updated Financial
Capabilities Assessment (FCA) in accordance with the U.S. Environmental Protection
Agency's (EPA) Combined Sewer Overflows - Guidance for Financial Capability
Assessment and Schedule Development, 1997 (the "Guidance"). This document replaces
the FCA submitted as part of BSA's Draft Long Term Control Plan (LTCP) submission in
2004 and is subject to Federal Rules of Evidence Section 408.

This document reflects the current economic conditions within the City of Buffalo (the
"City" or "Buffalo") and incorporates the many socioeconomic and demographic changes
that have occurred since 2004. Based on the economic conditions and available data at
the time, the 2004 FCA concluded that implementation of the draft LTCP would result in
a MEDIUM economic burden (as defined in the Guidance) on the City and its residents.
However, based on an analysis of current and more complete data, the economic burden
on residents would in fact be HIGH should BSA implement the "Preferred System-Wide
Alternative" LTCP alternative as defined in the 2004 submittal.

This report includes a revised calculation of the Residential Indicator (RI) and Financial
Capability Indicator (FCI) as outlined by the Guidance. The resulting scores of HIGH
and WEAK, respectively, for the RI and FCI yield a HIGH burden determination within
the Financial Capability Matrix. Thus, maximum flexibility, as permissible by the
Guidance, is justified, and furthermore is absolutely required based upon the true
economic condition of the City, when establishing the final scope and pace of the final
LTCP.

The City is not a "typical City" when it comes to the financial condition of its residents,
who are the owners of BSA system. As this report will outline, Buffalo is at the extreme
lower end of the national spectrum in median household income and the high end
relative to poverty among its residents. Therefore, BSA concurs with two important
provisions of the Guidance:

* Acknowledgment that the indicators found in the Guidance may "not present the
most complete picture of a permittee's financial capability to fund CSO controls".!

* Recognition that should there be "unique circumstances that would affect the
conclusion of this guidance, the permittee may submit documentation of its unique
financial conditions....for consideration".2

1EPA, Office of Wastewater Management; Combined Sewer Overflows - Guidance for Financial
Capability Assessment and Schedule Development, Final, (Washington, D.C., February 1997), p.7.
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Thus, this document has included documentation of Buffalo's clearly unique financial
conditions for consideration.

It is important to note that BSA does consider the affordability determination, as
formulated in the Guidance, as valid. In fact, due to the significant shortcomings of the
Guidance's approach and lack of local economic considerations, the financial capability
of Buffalo cannot be adequately determined under the standardized approach proffered
by the Guidance.

This report includes supporting data that will demonstrate that Buffalo is extremely
impoverished and losing population. Many of its residents live below the poverty line
and are already highly burdened by the cost of wastewater services. Due to the extreme
affordability limitations of its customer base, BSA, on behalf of the City, must pursue a
LTCP that is both technically practical and affordable. This objective should be
achievable based on solid technical and scientific rationale in the development of the
final LTCP, and must include a schedule that is realistic and reasonable for the
community.

2EPA, Office of Wastewater Management; Combined Sewer Overflows - Guidance for Financial
Capability Assessment and Schedule Development, Final, (Washington, D.C., February 1997), p.10.
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2.0

BACKGROUND - BUFFALO'S LTCP AND FCA

BSA has been responsible for sewage and stormwater collection, treatment and disposal
for the City of Buffalo since the 1930s. BSA owns and operates primary and secondary
wastewater treatment facilities and a large collection system including sanitary,
stormwater, and combined sewer mains and several pumping stations. The existing
sewer system consists of a sewage collection system within the City that is connected to
BSA's primary and secondary treatment facilities on Bird Island in the Niagara River.
There are approximately 850 miles of sewers of which 93 percent are combined sewer
systems. Almost 60 percent of the collection system was installed prior to 1910 and
approximately 90 percent prior to 1941. Included in the collection system are three major
pumping stations. The primary treatment facility was built in 1938 and designed to treat
150 million gallons a day ("mgd"). The secondary treatment facility designed to treat 180
mgd, was built in 1979. The combined facilities remove approximately 85 percent of
solids and biochemical oxygen demand ("BOD"). The solids that are removed are
incinerated in three incinerators. A historical summary of the wastewater treated at the
Bird Island Wastewater Treatment Plant ("WWTP") is found in Table 2.1. In 2009, BSA
treated on average 132 million gallons per day (gpd) for a total of approximately 48.5
billion gallons of wastewater.

TABLE NO. 2.1
HISTORICAL SEWAGE TREATMENT
Fiscal Wastewater ~ Change from

Year Treated (1) Previous Year
2000 54,714

2001 54,933 04%
2002 56,101 21%
2003 50,845 -9.4%
2004 53,509 52%
2005 49,823 -6.9%
2006 48,144 -3.4%
2007 52,195 84%
2008 49,604 -5.0%
2009 48,509 -2.2%

(1) Millions of Gallons
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In addition to serving residents within the City limits, BSA has wholesale agreements
with the Erie County Sewer Districts 1 and 4 ("ECSD"), Town of Cheektowaga, and
Town of West Seneca for treatment services of their sanitary sewage and stormwater
conveyance to BSA's WWTP. Each of the wholesale communities are located outside of
the City limits completely separate from BSA and provide retail services for their own
residents. Furthermore, each of these communities faces their own wet weather
compliance issues which will significantly impact their respective financial capabilities.

The Town of Cheektowaga provides retail service to approximately 24,000 households,
the Town of West Seneca is responsible for less than 13,000 households, and Erie County
Sewer Districts (ECSD) 1 and 4 serve close to 19,000 households. Each of the wholesale
customers has a master meter and is charged by BSA based on annual flows. The
volumetric rate is based on apportioned operations and capital costs attributable to
treatment and servicing portions of BSA transmission system. A summary of the
wastewater flows from tributary wholesale communities for 2009 are shown in Table 2.2.

TABLE NO. 2.2
WHOLESALE WASTEWATER FLOWS

Municipality MGD % of Total
Town of Cheektowaga 10.180 7.7%
ECSD 12.164 9.2%

SD#1 5.313 4.0%

SD #4
Town of West Seneca

SD #5 &13 5.84 4.4%

SD #15 0.004 0.0%
Wholesale Total 33.56 25.2%
City of Buffalo 99.35 74.8%
Total Flows at the WWTP 132.90 100%

Like many other older sewer systems throughout the country, and in particular the
Northeast, a large percentage (93%) of BSA's collection system is a combined sewer
system. As a combined system, it was originally designed to collect both stormwater
and sanitary wastewater, and included a series of combined sewer overflow (CSO) relief
points designed to prevent basement flooding during high-flow storm events. Each of
these CSOs has historically been approved and permitted by the New York State
Department of Environment and Conservation (NYSDEC). However, Federal
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Regulations now require BSA to significantly reduce the number and volume of annual
overflow events.

In accordance with the Federal Regulations, BSA developed and submitted a draft LTCP
to NYSDEC in 2004. The LTCP, based on several years of study, field work and
hydraulic modeling, presented a preliminary plan to mitigate BSA's combined sewer
overflows. The LTCP also included a preliminary FCA that inaccurately concluded that
the City would be MEDIUM burden resulting from the LTCP. Subsequently, the EPA
reviewed the draft LTCP and began discussions with BSA concerning implementation.
In 2008, based on direction from the EPA, BSA proceeded with additional efforts to
refine the LTCP including water quality modeling, further hydraulic modeling, and data
collection to support the modeling. These efforts are currently ongoing.

In 2008, BSA began discussions with the EPA and NYSDEC regarding a potential
Consent Order. During these discussions it was agreed that BSA would provide a
revised FCA in conjunction with the updated LTCP. The revised FCA would replace the
2004 FCA and reflect current economic conditions such that the City's true financial
capability could be determined.

630718 (1)
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3.0

EPA'S FINANCIAL CAPABILITIES ASSESSMENT GUIDANCE

3.1 SUGGESTED GUIDANCE BASED APPROACH

This updated and revised FCA report is based on the approach and supporting
calculations outlined in the EPA's 1997 Guidance document. The underlying objective of
the Guidance is to incorporate both the environmental impacts and financial burdens
permittees face when determining the requirements of a LTCP. Furthermore, the
Guidance is to assist permittees and regulatory agencies when "negotiating effective
schedules for implementation of the CSO controls."3

Towards these ends, the Guidance suggests a two-phase approach to measuring a
permittee's financial capabilities. The first phase includes the determination of a RI. The
RI attempts to quantify and establish the financial impact on residents such that the
financial burden is not excessive. A "Cost Per Household ('CPH')" is calculated based on
the residential share of all current operating costs, capital costs and projected costs
associated with the LTCP. The RI is then determined based on a ratio of the CPH to the
area's median household income ("MHI"). Ultimately, an RI of 2 percent or greater is
deemed to be a high burden on residents and schedule relief is warranted.

The second phase, the Financial Capability Indicator (the "FCI"), evaluates six socio-
economic benchmarks or financial indices of the community including;:

* the City's Bond Rating

+ the City's Overall Net Debt as a Percent of Full Market Property Value (FMPYV)
* the Unemployment Rate

* the MHI

* Property Tax Revenues as Percentage of FMPV

* Property Tax Collection Rate

Each of these financial indices is assigned a score of WEAK, MID-RANGE, or STRONG,
based on their respective scale as outlined within the Guidance. Then, based on the
average of the indices utilized, an FCI score is determined.

The results of the RI and FCI are ultimately combined and given an overall rating based
on the EPA's Financial Capability Matrix. This overall rating is intended to demonstrate

3 EPA, Office of Wastewater Management: Combined Sewer Overflows-Guidance for Financial Capability
Assessment and Schedule Development, Final, (Washington, D.C., February 1997), pg. 7.
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the level of financial burden imposed on the permittee's residents. Table No. 3.1 shows
the EPA's Financial Capability Matrix and the overall burden rating based on the results
of the Rl and FCI.

TABLE NO. 3.1
EPA FINANCIAL CAPABILITY MATRIX
Financial Capability Residential Indicator
Indicator Score (Cost per Household as % of MHI)
(Socioeconomic & Low Mid-Range High
Financial Indicators) Below 1% Between 1.0% -2.0%|  Above 2.0%
Weak
Below 1.5 Medium Burden High Burden High Burden
Mid Range
15-925 Low Burden Medium Burden High Burden
Strong
Low Burden Low Burden Medium Burden
Above 2.5
3.2 GUIDANCE LIMITATIONS AND SHORTCOMING RELATIVE TO THE
CITY OF BUFFALO

As intended, the Guidance is one of the tools that can help guide the discussions
between State and Federal agencies and the permittee relative to LTCP implementation.
However, it has proven difficult to develop a standardized approach for all communities
that vary in size, shape, and form throughout the country. The Guidance may be helpful
to those communities that fall within certain statistical ranges; however, other
communities have found it inadequate when assessing affordability. In fact, some
communities have recently requested revisions and/or extensions to their approved
LTCPs due to factors that the Guidance does not incorporate when determining
affordability and/ or financial burden.

Specifically, BSA has identified several limitations or shortcomings within the Guidance
relative to assessment of Buffalo's local economic conditions. Below is a brief summary
of some of these shortcomings. BSA maintains that these items must be considered
when determining the financial burden and affordability of Buffalo's LTCP.

3.21 AFFORDABILITY DETERMINATION

Fundamentally, the Guidance assumes affordability can be universally measured and
established in any community with little regard for specific local economic conditions.
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First, the use of MHI (or a percentage of MHI) to determine burden does not work well
within significantly disadvantaged communities like Buffalo. It presumes that
discretionary/disposable income can be measured on a sliding scale, regardless of the
community's level of affluence or poverty. This approach does not recognize that
discretionary income is generally finite and does not linearly correlate with MHI.

Second, to set as a threshold of affordable "burden," 2 percent of MHI is somewhat
arbitrary and has no apparent standing within established law. In fact, prior to issuance
of the Guidance in 1997, thresholds of significantly lesser amounts had been routinely
used previously by various federal agencies to determine affordability for sewer utility
costs and loan programs, and the point of "rate rejection". In addition, several states
have legislatively established affordability upset thresholds at levels much lower than
2 percent of MHI. Furthermore, it can be intuitively argued that a lower percentage of
MHI is more appropriate for low-income households, and therefore for communities
with a high percentage of lower income households, as is the case with the City of
Buffalo.

3.2.2 SNAPSHOT APPROACH

The Guidance is roughly based on a present value determination of costs and economic
conditions, for the full implementation period of a LTCP. This approach does not
account for the historical and future trends of a community's economic, demographic,
and/or social conditions. This snapshot analysis cannot account for the long term
downward economic "slide" prevalent in Buffalo, nor can it provide a true indication of
the impact the LTCP will have on residents in the future - who most assuredly will be
fewer in number. Specifically, Buffalo has experienced a steady decline in population
and households for several decades, and unfortunately these trends show no sign of
abating. This will cause a dramatic increase in the future CPH, which is not taken into
account within the approach the Guidance suggests. Without incorporating these and
other economic and demographic trends, the affordability determination will be
inappropriate and overestimates the ability of Buffalo residents to fund the LTCP over
time.

3.2.3 LOW INCOME HOUSEHOLDS

Another shortcoming of the Guidance as applied to communities like Buffalo is its
unintentional bias against low-income households. By using a percentage of the
community's MHI to establish affordability, low-income households end up either
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paying, or being apportioned, a much greater percentage of their income towards sewer
services than the 2-percent-of-income target. This is a critical issue for the City of
Buffalo due to its high rate of poverty - fully three times that of the average American
City. The Guidance assumes that the LTCP is affordable for the residents as long as the
RI is 2 percent or less of MHI. However, households with income below the MHI will
experience an RI well above the 2.0 affordability threshold. In fact, 25 percent of
Buffalo's population lives below the poverty level, and would be expected to contribute
a significantly higher percentage of income towards the LTCP.

3.24 EXCLUSIVELY EXPENSE-BASED ANALYSIS/APPROACH

The FCA fully incorporates current and estimated future operational and capital costs
associated with the utility and its LTCP. However, revenues are not considered in any
manner in the analysis. This creates a significant weakness — particularly in the context
of Buffalo's economic difficulties. Revenues and their associated trends must be
carefully considered due to the serious current delinquency among BSA's customers,
declining water usage, an aging population, and a shrinking rate base. It is
inappropriate to conclude that revenues will or even can increase commensurate with
expenses, especially when rates will increase dramatically. It is anticipated that
increased expenses will accelerate the contraction of BSA's rate base, and will result in
higher delinquency and lower collection rates. Thus, it is unacceptable to project the
financial burden and fiscal capability of Buffalo without a prudent examination and
projection of revenues.

3.2.5 COST ALLOCATION IMPLICATIONS

The Guidance suggests that costs be allocated between residential and non-residential
customer bases based on flow ratios. This does not follow industry standards for
calculating cost of service rates, and can result in the inequitable distribution of costs
among customer classes. Essentially, the Guidance implies that costs not allocated to the
residential class can be shifted to non-residential classes. This becomes very problematic
for Buffalo, in that it presumes the industrial base can absorb any and all remaining
costs. The financial implications of shifting such costs to economically strained industry
cannot be ignored. In recent decades there has been a significant loss of industry and
associated jobs within the City of Buffalo. A rapid escalation in commercial and
industrial sewer rates would certainly be expected to drive additional businesses and
associated employment from the City, further aggravating the economic woes of
remaining residents.
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Residential Indicator

3.2.6 CPH VERSUS RATE BASED PROJECTIONS

The Guidance establishes a CPH by allocating expenses based on a flow ratio to
residential households. This approach does not accurately reflect the true cost that
residential customers currently bear, for several reasons. First, this does not account for
the higher unit cost of servicing a residential versus non-residential customer.
Furthermore, as noted above, the analysis only considers BSA's expenses, disregarding
revenue, collection rates and the difference in associated trends for residential
customers. Ultimately, it appears that the typical current residential sewer bill is 40
percent greater than the CPH calculated under the Guidance. This incorrectly suggests
that the typical residential cost is substantially less than it actually is, and understates
the financial burden that will result from the LTCP. Finally, based on current rates,
approximately 36 percent of BSA's residential customer base is already paying 2 percent
or greater of their household income towards sewer bills. A summary of the household
income distribution and the corresponding RI based on the current sewer bill is shown

in Figure 3.1.
FIGURE NO. 3.1
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3.2.7

CAPITAL COST ESTIMATING AND FINANCING

Another shortcoming of the Guidance relates to the projections of capital costs and
related financing of future system investments. Any LTCP would likely include capital
projects as large as some of the largest ever completed in western New York.
Furthermore, the magnitude of projected capital investment is many times that of BSA's
annual budget and must be carefully evaluated and periodically adjusted to reflect
market conditions. The suggested approach artificially assumes, for the purpose of
calculation, that all future debt is issued simultaneously to determine a present value
impact on the RI. However, any slight change throughout the multi-year
implementation period could result in substantial cost fluctuation. The construction
industry and global commodity markets can be extremely volatile, and it is anticipated
that current construction estimates will change over time. Furthermore, a modest
change in interest rates and/or the bond markets would significantly impact the
financing costs associated with the LTCP. These unpredictable factors could result in
long term cost variations on the order of tens of millions of dollars. This volatility and
the sensitivity of BSA's sewer rates cannot be accounted for or even estimated properly
within the limited framework provided within the Guidance.

3.2.8 SERVICE AREA AND WHOLESALE COMMUNITIES

As noted earlier, BSA provides wholesale service to several neighboring communities.
This service is provided in the context of contractual service agreements that establish
rates and charges. BSA is governed by these contracts, which preclude it from
arbitrarily assigning LTCP costs to these communities in the manner outlined in the
Guidance. These communities have no obligation to continue business with BSA and
can seek treatment alternatives at their discretion. However, it is important to note that,
under the existing agreements, a considerable percentage of BSA's routine capital
investments are already allocated to the wholesale communities. Moreover, it is critical
that under any LTCP scenario that BSA's burden incorporates these limitations, and that
its affordability is not artificially overstated by shifting disproportionate costs to the
wholesale communities due only to their perceived ability to be able to afford more.

3.2.9 BSA'S CONSTITUTIONAL DEBT LIMIT

Another local consideration that the Guidance does not account for is BSA's borrowing
limits. BSA has a constitutional debt ceiling at any one time of $125 million. Currently,
BSA has approximately $75 million in outstanding debt and thus is limited at this time
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to additional borrowings of ~ $50M. This legal debt limitation, set in place by New York
State when the BSA was established, will severely limit BSA's ability to finance a LTCP
without an extended schedule. The alternative — cash financing of substantial portions
of the LTCP — would cause tremendous rate spikes with catastrophic implications for
BSA's rate base. To incorporate this factor will require a deliberate schedule of projects
and financing over an extended period of time such that debt does not exceed $125M,
and pay-as-you-go commitments remain affordable to City residents.

Despite the limitations and shortcomings within the EPA's Guidance as outlined in
Sections 3.2.1 through 3.2.9 above, BSA has prepared this FCA in accordance with
Guidance provisions at the request of its regulatory partners. Subsequent sections show
that the City is at HIGH burden based on the formulaic methodology prescribed by the
Guidance. However, due to the limitations described above and others still being
evaluated, BSA does not agree with the methodology, and reserves the right to submit
additional information as permissible and encouraged under the Guidance. In Section
No. 6, we have included some additional factors and information that warrant definitive
consideration when determining the affordability of BSA's ultimate LTCP.

Finally, BSA recognizes that the Guidance is not law, and thus does not impose a legal
requirement. Rather it is a document that clearly illustrates the City of Buffalo is
significantly disadvantaged and economically weak, and thus its unique conditions
must be factored into the LTCP development and implementation. Further, BSA
believes the FCA must move beyond the evaluation framework of the Guidance to
properly assess and establish an affordable LTCP. Towards this end, BSA will actively
and constructively continue its dialogue regarding the LTCP implementation schedule
with the NYSDEC and EPA.
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4.0

MAJOR REVISIONS TO THE 2004 FCA

This section is provided to highlight the major revisions made to the original FCA
included as part of the Draft LTCP submission in 2004. Many items have been revised to
incorporate the current state of social, economic and demographic conditions. It is also
noted that during the last 2 years the country has experienced an economic recession
greater than any other for at least 50 years. This anomaly should be accounted for and
the conclusions should not be artificially skewed as a result.

Unfortunately, it is evident that the City of Buffalo has suffered from its own local
economic recession for many decades. For many years Buffalo's financial indicators
were well below national averages and it is only due to the unprecedented global
recession that national indices have sunk closer to Buffalo's. Ironically, due to the
flawed structure of the Guidance, the nation's recession could potentially be interpreted
as improving Buffalo's relative economic condition. Nothing could be further from the
truth, as Buffalo continues to struggle with high poverty rates, unemployment, low
income levels and many other challenges.

As noted earlier, the updated FCA concludes that Buffalo is HIGH burden while the
2004 document suggested MEDIUM burden. This may be viewed as a major shift, but in
reality it is merely the result of better data changing economic conditions. For ease of
review and comprehension, the major changes from the 2004 analysis are summarized
below.

4.1 RESIDENTIAL FLOW

In 2004, residential flow was estimated to be 40 percent of BSA's total flows. This
estimate was based on high level summary reports of usage that included several
assumptions and estimates due to limitations in available data. Since 2004, water billing
data collection has improved considerably, and a cross-link between the tax database
and water billing accounts has been established. This new data link has allowed BSA to
match all of its meter data directly to the City's property use codes, and to determine
accurately that 72 percent of system water usage is residential. Ultimately, the specific
property use for each water account was identified and a very clear determination of
residential and non-residential usage has been determined. This approach was
considerably more advanced than what was completed in 2004.
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4.2 CAPITAL PLAN HORIZON

The 2004 FCA incorporated only 5 years of future capital projects. Since any LTCP will
be implemented over a period of much more than 5 years, BSA revised this approach to
include 20 years of capital projects. A longer period could reasonably be considered due
to a 30-year maturity period on bonds and an affordable LTCP may ultimately require
more than 20 years to implement. Nevertheless, a 20-year period has been used for
comparison purposes, but may need to be revisited when final affordability is
determined.

4.3 DEBT SERVICE

The 2004 FCA appears to have included an annual debt service payment of only
$10 million. During the 2010 budget year, BSA shows a $16 million annual debt and
reserve payment requirement. This has been updated in the new FCA.

44 CAPITAL CONSTRUCTION COST UPDATE

The draft LTCP that was submitted in 2004 included capital construction cost estimates
of $464 million reflective of then-current dollars. It has been 6 plus years since the
estimates were prepared and construction costs have since increased. Although the
LTCP is still under revision and is not due until April 2011, BSA has used the 2004
"Preferred" plan cost, escalated to 2010 dollars as the starting point for completion of this
revised FCA. To bring forward the cost estimates to current dollars, the 5-year average
composite construction cost escalation index (3.8%) from the Engineering News Record
was utilized. The resulting construction estimates from 2004 of $464 million were
inflated to $581 million in 2010 dollars.

4.5 FUTURE LTCP OPERATION AND MAINTENANCE PROJECTIONS

Finally, the Operation and Maintenance (O&M) costs associated with the "Preferred"
LTCP were estimated at approximately 5 percent of capital construction costs in 2004.
Although it is very difficult to determine what actual O&M costs will be, it seems a
lower ratio will materialize. Many of the LTCP projects will be underground linear
infrastructure that will not require major O&M costs. Thus, similar to the estimates of
many other communities, BSA has projected an annual LTCP O&M cost of less than
1 percent, within this updated FCA.

630718 (1)

14 CRA INFRASTRUCTURE & ENGINEERING, INC.



5.0

FINANCIAL CAPABILITY ASSESSMENT BASED ON GUIDANCE

Under this section BSA presents a revised FCA calculation in accordance with the
Guidance. In Section 6, additional local factors and other considerations are presented
that must also be incorporated into any true assessment of affordability.

51 SOURCES OF DATA AND SUPPORTING INFORMATION

Various sources of information have been relied upon to complete the FCA. To the
extent possible and/or practical, the most current sources of data were used. In some
select instances, the economic anomalies created by the recent recession were overcome
by incorporating data from the last 3 to 5 years. This approach avoids faulty conclusions
or misrepresentations due to the recent unprecedented economic decline. In other
instances when current data was unavailable, historical data was used and brought
forward to present day values. The various data sources have included:

the Federal government Bureau of Labor Statistics (BLS)

* the U.S. Census Bureau

* the American Communities Survey

* BSA's adopted budget

* BSA's adopted capital program

* BSA's 2004 "System-Wide LTCP for CSO Abatement" (the "2004 Report")
» the City and BSA's Official Statements from bond offerings
+ the City's 2009 CAFR

*  Wholesale communities' adopted budgets

* Engineering News Record

* Discussions with industry experts and their staff

» City of Buffalo consolidated audited financial statements

Since BSA has wholesale contracts with communities outside the City, BSA included the
wholesale communities as part of the analysis. BSA had an initial workshop and
individual meetings with each community to discuss the FCA and to gather their
information. The data gathered included current operating and capital budgets, and
demographic data. One of the challenges of incorporating the wholesale communities
into the FCA was projecting the wholesale community Sanitary Sewer Overflow (SSO)
capital requirements over the study period. Currently, each wholesale community has
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either been notified by, or is in negotiations with, NYSDEC and/or EPA over a consent
decree for ultimate abatement of existing SSOs. Each of the wholesale communities is in
the early stages of negotiations, and do not have an approved control plan in place.
However, West Seneca and the Town of Cheektowaga provided a preliminary estimate
of the costs associated with abating their SSOs, while the other communities were
unable to do so. As a result, the analysis does not include all future costs, and
consequently underestimates the RI particularly in the wholesale communities.

5.2 THE RESIDENTIAL INDICATOR

The RI is the first of two phases, as prescribed in the Guidance for evaluating the
affordability of BSA's LTCP. This first phase attempts to quantify the financial burden
on residential customers, and to determine their ability to pay for the LTCP. The first
step of the Rl is to identify current and proposed expenses, including;:

* current O&M expenses

* current outstanding debt and associated annual payments

* proposed capital investments and projected annual debt service
* required LTCP capital investments and associated debt service

* the additional O&M resulting from the LTCP

The second step of the Rl is determining the percentage of costs that should be allocated
to the residential customer class. These costs are then divided by the number of
households within the service area to determine a CPH. Finally, the CPH is divided by
the MHI. Ultimately, it is this ratio - the percentage of MHI that a resident pays
annually for sewer services — that determines the financial impact of the LTCP in
accordance with the Guidance. Below is a summary of the Rl scores per the Guidance:

TABLE NO.5.1
RESIDENTIAL INDICATOR - FINANCIAL IMPACT DETERMINATION
Financial Impact Residential Indicator
Low Less than 1.0 Percent of MHI
Mid-Range 1.0 - 2.0 Percent of MHI
High Greater than 2.0 Percent MHI

BSA provides wastewater utility services to residential, commercial, and industrial
customers within the City limits. Currently there are no existing retail customers outside
the City. As mentioned earlier in the report, BSA does provide wastewater treatment
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services under wholesale agreements to separate municipal utilities outside of BSA's
service area. These contracts between the wholesale communities and BSA do not give
BSA any "control" over the wholesale communities other than jurisdiction related to
flows and wastewater strength. Therefore, BSA and the City are not sanctioned or
empowered to set rates, approve budgets, or adopt legislation on behalf of the wholesale
communities. Furthermore, wholesale communities are not obligated or liable to any
lawsuit against BSA.

Therefore, BSA completely disagrees with the EPA's approach in treating this FCA as a
regional analysis. With appropriate notification, any wholesale community can exit
their agreement with BSA and pursue alternative treatment arrangements. This could
result in the entire cost of the LTCP being borne by City of Buffalo residents and
businesses.

Due to these shortcomings of the Guidance relative to its wholesale customer base, two
distinct RI's have been calculated. These are presented with cooperative intentions, but
BSA recognizes that the true financial burden and associated affordability of the LTCP
cannot be adequately presented within the framework of the Guidance. Thus, these two
scenarios have been prepared in an attempt to present a more complete case of Buffalo's
potential financial burden.

* City Only — This scenario incorporates BSA's operating budget, the current MHI,
and number of households within the incorporated City limits. The RI is calculated
for the City of Buffalo residents based solely on the costs of serving City residents.
The current and projected capital and O&M costs associated to providing service to
the wholesale community were subtracted and not included in the "City Only" costs.

* City Plus Wholesale Communities — This RI scenario includes all operating and
capital costs associated with BSA and the wholesale communities. The MHI and the
number of households reflect the City and the wholesale communities combined.

5.2.1 CURRENT OPERATIONS AND MAINTENANCE EXPENSES

BSA's current O&M budget is $40.2 million (including an allowance for non-collectible
accounts receivable) and the current debt service and reserve requirements on all
outstanding debt is $16.05 million, for a total of $56.3 million — up 1.8 percent from last
fiscal year's budget. The total O&M budget for the three wholesale communities is $40.5
million and $2.5 million in annual debt service payments. The combined total budget
for BSA and the three wholesale communities is $99.3 million. A summary of current
operating budget is found in Table 5.2 below.
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TABLE NO. 5.2

CURRENT OPERATING COST
Service Area

Description BSA Cheektowaga  West Seneca  ECSD1& 4 Total
Current Budget
O&M $ 40215261 $ 10814559 $ 10355687 $ 19,336,838 $ 80,722,345
Debt Service 16,049,834 766,000 26,191 1,720,706 18,562,731
Total $ 56265095 $ 11,580,559 $ 10,381,878 $ 21,057,545 $ 99,285,076
5.2.2 PROJECTED WASTEWATER AND CSO COSTS

Under the Guidance, the FCA includes a one-year analysis of BSA's future debt
obligations. The multi-year LTCP and the non-CSO capital improvement program
("CIP") are rolled up into a single theoretical bond issue, and the resulting annual debt
service payment is accounted for in the calculations.

The primary wastewater treatment facility has been in operation for over 70 years. As
the infrastructure approaches the end of its useful life, the capital dollars required to
upgrade/repair the system to achieve acceptable service levels may increase rapidly.
Accordingly, BSA has increased investment in recent years and adopted a 5-year capital
plan that continues such investment.

Since this FCA includes a 20-year planning horizon, annual capital investments were
projected for future years based on estimated asset values and modest replacement
schedules. Over the next 20 years it is estimated BSA will invest $521 million in the
sewer system, making upgrades, and complying with existing and future regulatory
requirements. Sixty percent of the collection system was installed over 100 years ago,
and will require extensive repair and millions in capital investment over the next 20
years.

Unfortunately, the estimated investment may actually be greater than what is projected
in this FCA due to current asset age and the lengthy replacement schedules. For
instance, the projected capital costs associated with the collection system are based on a
100-year replacement schedule. This means BSA will have sections of the collection
system more than 200 years old before it is rehabilitated or replaced. In addition to the
estimated replacement costs, the non-CSO CIP includes capital dollars needed to meet
future regulatory requirements that have been proposed (i.e., nutrient removal).
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Currently there is no approved LTCP and thus no final program costs. In fact the
revised LTCP is not due to be completed until the spring of 2011. BSA is in the process
of finishing water quality tests and modeling in the areas receiving waters. Until the
water quality testing is completed and the LTCP is developed, BSA will not know the
level of spending needed for CSO abatement. However, to comply with the EPA and
NYSDEC deadline of a FCA deliverable by September 30, 2010, the "preferred system
wide alternative" LTCP from the 2004 report was used for illustration of the financial
impact on the residents.

It was estimated in the 2004 Report the capital cost for the system-wide LTCP was $464
million. Based on the 5-year average of the construction composite index from
Engineering News Record, the current LTCP is now estimated in 2010 dollars at $581
million. Combining BSA's capital plan and LTCP, it is projected that close to $1.1 billion
will be invested over the next 20 years in both non-CSO and CSO related projects. Table
No. 5.3 show the projected capital expenditures.

TABLE NO. 5.3
20-YEAR CAPITAL EXPENDITURES ASSOCIATED WITH BSA'S CIP AND LTCP
CIP 2010-14 2015-19 2020-24 2025-29 Total
Non-CSO Projects $ 129,020,043 $ 172,235,685 $ 110,082,323 $ 110,082,323 $ 521,420,374
System Wide LTCP 145,157,989 145,157,989 145,157,989 145,157,989 580,631,956
Total $ 274,178,032 $ 317,393,674 $ 255,240,312 $ 255240312 $ 1,102,052,330

In addition to the capital investment for CSO abatement, a portion of the system-wide
LTCP included additional O&M cost. It is estimated that BSA will expend
approximately $3.7 million annually on O&M once the LTCP is implemented.

Based on the Guidance, the total 20-year capital budget, including non-CSO projects and
the system-wide LTCP, were rolled into a single bond issue and an annual debt service
payment was calculated. The annual debt service payment for future projects is
estimated at $93.7 million. In calculating the debt service, it was assumed the bonds
would be paid back over 30-years. Although BSA has been fortunate to receive some
revolving loan funds from the New York Environmental Facilities Corporation at
subsidized interest rates and as capital forgiveness, this cannot be assumed for the next
20 to 30 years. Rather, it is anticipated that if BSA were to finance such large amounts,
their bond rating would diminish as their debt ratios increased. This would inevitably
drive up interest rates. Thus, based on a 20-year borrowing schedule of ever increasing
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debt, an average interest rate of 7.4 percent was used. The current bond rating for BSA
and the City falls between upper-medium to lower-medium grade. The total current and
projected annual O&M and capital cost for BSA is $114.4 million, net of the $12 million
in revenues it receives from the wholesale customers and capital costs allocated to the
wholesale communities.

5.2.3 RESIDENTIAL ALLOCATION

In order to determine the residential class's share of the projected annual cost, BSA used
the percentage of metered water usage for the residential class. The current metered
usage by the residential customer class is 72 percent of total, and is expected to grow as
more commercial and industrial customers leave the City. For the current study,
detailed billing data identifying usage for residential and non residential users was
utilized. Under the "City only" scenario, the cost allocated to the residential class net of
wholesale costs and revenues is $82.4 million net of wholesale cost and revenues. The
wholesale communities are all served by the Erie County Water Authority which
estimated that greater than 75 percent of water usage in the wholesale communities is
from the residential class.

524 NUMBER OF HOUSEHOLDS

Over the past 50 years the City of Buffalo has witnessed a continuous decline in its
population and the number of households. Numerous reasons have caused the
population to shrink, in particular the economic climate in the region and lack of jobs
causing people to move to other parts of the country. Based on the last 18 years of
available census data, the City averaged an annual decrease of 1.20 percent of
households. The number of vacant and abandoned homes throughout the City has
become a major issue, which led to the City adopting a massive demolition program.
The City plans to demolish approximately 10,000 homes in the next 5 years. The current
number of households in the City of Buffalo is 108,387. This is based on the number of
households from the 2006-2008 American Communities Survey, projected to 2010 based
on the declining trend for the past 18 years. A summary of the decline in the number of
Buffalo households is shown in Figure 5.1.
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FIGURE NO. 5.1
NUMBER OF HOUSEHOLDS
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Source: U.S. Census and American Communities Survey

5.2.5 COST PER HOUSEHOLD

Based on the cost allocated to the residential class, and the number of households, the
CPH for a City of Buffalo resident is $760. Again, the CPH calculation is net of all costs
that would be shifted to the wholesale communities and revenues received by the
wholesale communities. A summary of the CPH and the calculation according to the
Guidance is shown below in Table 5.4.
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TABLE NO. 5.4

COST PER HOUSEHOLD
Including
City Wholesale
Description Service Area Customers
Current WWT Costs
Annual O&M $ 40215261 $ 40,215,261
Annual Debt Service 16,049,834 16,049,834
Cheektowaga 10,814,559
West Seneca 10,355,687
Erie Co. Sewer District1 & 4 19,336,838
Wholesale Debt Service 2,512,897
Wholesale Revenues (12,046,101) (12,046,101)
Subtotal $ 44218994 $ 87,238,975
Projected WWT & CSO Costs
(Current Dollars)
O&M - CSO $ 3,663,619 $ 3,663,619
Debt Service
Non-CSO Related Projects 44,366,198 44,366,198
CSO Projects 49,404,345 49,404,345
Wholesale Community Capital Costs
Cheektowaga : 2,828,562
West Seneca 1,382,637
Erie County Sewer District 4,021,479
Wholesale Community LTCP
Cheektowaga 3,280,643
West Seneca 3,456,592
Erie County Sewer District -
Additional O&M 446,000
Future Costs Allocated to Wholesale (27,281,565)
Subtotal $ 70,152,597 $ 112,850,075
Total Current & Projected Costs $ 114,371,591 $ 200,089,050
Residential Flow 72% 75%
Residential Share of Costs $ 82,395,599 $ 151,017,617
Number of Households in Service Area 108,387 178,769
Cost Per Household (CPH) $ 760 $ 845
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5.2.6 MEDIAN HOUSEHOLD INCOME

The median household income was determined separately to support the two RI

scenarios as follow:
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City Only — The MHI for the City is based on the 2008 American Communities
Survey. It is then adjusted by a 5-year CPI average of 2.59 to 2010 dollars. The City's
MHI from the 2008 ACS of $29,973, adjusted to today's MHI, is $31,545, and is
43 percent below the national MHI.

City and Wholesale — Under the City plus Wholesale scenario, a weighted MHI was
calculated. The adjusted 2010 weighted MHI is $40,974. MHI data was not available
for each of the communities in either the 2006-08 or 2008 ACS; therefore, MHI from
the 2000 census was adjusted to reflect 2010 dollars.

FIGURE NO. 5.2
INCOME DISTRIBUTION IN THE CITY OF BUFFALO
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5.2.7 RESIDENTIAL INDICATOR AND RATING

The RI score is determined by dividing the CPH by the MHI. In theory the rating should
represent the financial burden on the residents. The Guidance considers a score above
2.0 percent of MHI to be HIGH burden. Based on Guidance a permittee that has a RI
below the 2.0 would likely have a HIGH burden for the lower income households, but
would receive a MEDIUM Score. In essence, this implies that lower income households
can afford a higher percentage of their income than a household that falls at or above the
MHI. Under the City only scenario, based on the projected CPH of $760 and the City's
MHI of $32,503, the RI is 2.41, resulting in a HIGH burden. More significant is the RI
score of up to 15 for the households with income less than the MHI (see Figure No. 6).
This is over two times EPA's recommend threshold. A summary of the Rls and the
rating for each scenario can be found in Table 5.5.

TABLE NO. 5.5
RESIDENTIAL INDICATOR
Including

City Wholesale
Description Service Area Customers
Median Household Income (MHI)
Census Data Year 2008 1999
Census Year MHI $29,973 $30,931
MHI Adjustment Factor 2.59% 2.59%
Adjusted MHI $31,545 $40,974
Cost Per Household $760 $845
Residential Indicator 241 2.06
Rating High High

5.3 FINANCIAL CAPABILITY INDICATORS

The City's FCI is determined by five socioeconomic benchmarks including;:

* Ratio of Overall Debt to Full Market Property Value ("FMPV")
* Unemployment Rate
* Median Household Income

e Tax Collection Rate
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e Ratio of Tax Revenues to FMPV

As noted earlier, the Guidance includes an additional benchmark in the FCI, a
community's bond rating. However, BSA does not believe this benchmark is applicable
locally since the City does not have its own bond rating. The NYS Fiscal Stability
Control Board currently issues bonds on behalf of the City. This structure provides any
City bonds with the full backing of NYS and thus, is not representative of the City
issuing bonds independently. Furthermore, based on S&P's ratings, less then 1 percent
of all municipalities ever receive bond ratings that would qualify as weak. This
artificially skews the FCI towards a STRONG score for even the weakest community.

Each indicator was evaluated carefully and assigned a score from 1 to 3 based on the
Guidance. The evaluation focused on the City's economic status because BSA's
ratepayers would be responsible for any LTCP financing. Furthermore, the RI assigns to
wholesale communities the maximum capital responsibility possible under the current
wholesale agreements. Thus City ratepayers will be required to shoulder the remaining
costs associated with a LTCP. The average score was then calculated and a total rating
determined as shown in Table 5.6.

TABLE NO. 5.6
TOTAL INDICATOR RATING
Indicator Rating Average Score
Weak Below 1.5
Mid-Range Between 1.5 and 2.5
Strong Above 2.5

5.3.1 NET DEBT AS A PERCENTAGE OF FMPV

The first benchmark is City debt outstanding, including overlapping debt as a percent of
the City's FMPV. Currently the City has over $400 million in outstanding debt,
including $75 million in overlapping debt shared with Erie County. The FMPV within
the City is $6.3 billion, which is the value used to calculate the City's allowable debt
margin. The ratio of outstanding debt to FMPV is 6.58, resulting in a "weak" rating (see
Table 5.7).
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TABLE NO. 5.7
NET DEBT AS PERCENTAGE OF FMPV

Description Value
Direct Net Debt $ 337,647
Debt Overlapping Entities 75453
Overall Net Debt $ 413,100
Full Market Property Value $ 6,282,342
% of Debt as of FMPV 6.58%
Rating Weak
5.3.2 UNEMPLOYMENT RATE

For the unemployment benchmark, BSA compared a 5-year average between the City of
Buffalo's unemployment rate and the national rate. Historically, Buffalo's
unemployment rate has been significantly greater than the national average (see Figure
No. 5.3). However, due to the recent recession, the national unemployment rate has
spiked, moving much closer to Buffalo's unemployment rate. As a result of the current
volatility in the unemployment numbers, a 5-year average was used to characterize
Buffalo's local conditions. Unfortunately, based on many decades of historical data, it is
likely that as the nation pulls out of recession, the unemployment gap will once again
widen. The rating for the unemployment benchmark is "weak".
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FIGURE NO. 5.3

BUFFALO'S UNEMPLOYMENT COMPARISON TO THE NATIONAL AVERAGE
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MEDIAN HOUSEHOLD INCOME

The median household income benchmark compares the community's MHI to the
national average. Based on the City's 2008 MHI of $29,973 adjusted to 2010 dollars
(based on the CPI 5-year average), and the nation's adjusted MHI of $54,758, the City's
MHI is 42.4 percent less than the national MHI, resulting in a "weak" rating (see Table

5.8).

TABLE NO. 5.8
MHI BENCHMARK

Description Value
Adjusted MHI $31,545
2008 Census National MHI $52,029
MHI Adjustment Factor 2.59%
Adjusted National MHI $54,758
Difference -42.4%
Rating Weak
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5.3.4 TAX REVENUES

For the tax revenue as a percentage of FMPV benchmark, the City received a "mid-

range" score. This attempts to measure local government efficiency when compared to

its tax base. In fiscal year 2009, the City and County had assessed $160 million in levies
against $6.3 billion FMPV or 2.58 percent of FMPV (see Table 5.9).

TABLE NO. 5.9
PROPERTY TAX REVENUES
Description Value
FMPV $ 6,282,342
Property Tax Revenues 129,916
County Tax 32,455
% of Rev/FMPV 2.58%
Rating Mid-Range
5.3.5 PROPERTY TAX COLLECTION RATE

The property tax collection rate is a measure of property owners' ability to pay their tax

bills on time, or how heavy the local tax burden is. For 2009, the total tax level with
interest was $129.9 million. Of this, $121.8 million was collected which is only 93.8
percent. Any collection rate of less than 94 percent within the fiscal year, results in a

"weak" score. It is important to note that the 10-year average collection rate is only 92.6

percent.

It is important for a City to have a high collection rate in order to meet its financial

obligations. Over time, the percentage of taxes collected generally increases as

delinquent taxes are recovered. However, collection rates of less than 100 percent within

a fiscal year may require short-term loans with additional cost to continue operations.

Thus, only current year collections are included (see Table 5.10).
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TABLE NO. 5.10

TAX COLLECTION RATE
Description Value
Property Tax Collected $ 121,873
Property Tax Levied 129,916
% of Rev/FMPV 93.81%
Rating Weak
5.3.6 FINANCIAL CAPABILITY SCORE

Based on the ratings for each of the benchmarks, the number of points cumulated was 6
points. The City's average score from the five benchmarks was 1.2, resulting in a "Weak"
FCI rating. A summary of each of the benchmarks and the resulting scores are shown in
Table 5.11 along with the final FCI rating.

TABLE NO. 5.11

FCI SCORING
Actual
Indicator Value Rating Score
Bond Ratings N/A N/A N/A
Overall Net Debt of FMPV 6.58% Weak 1
Unemployment Rate 1.26% Weak 1
Median Household Income -42.39% Weak 1
Property Tax Revenue 2.58%  Mid-Range 2
Property Tax Collection Rate 93.81% Weak 1
FCI 1.20
(Sum Score + Number of Entries) Weak
54 FINANCIAL CAPABILITIES MATRIX

Combining the ratings of the RI and the FCI within the Financial Capability Matrix, a
final determination of burden resulting from the LTCP can be made. For the two RI
scenarios evaluated, the HIGH RI score and the WEAK FCI score, show the financial
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burden of the LTCP will be HIGH. A summary of the results is shown in Table 5.12

below.
TABLE NO. 5.12
SCORING SUMMARY OF TWO RI SCENARIOS AND FCI
Score City Only Including Wholesale
FCI 1.20 Weak 1.20 Weak
RI 24 High 2.06 High
TABLE NO. 5.13
FINANCIAL CAPABILITIES MATRIX
Financial Capability Residential Indicator
Indicator Score (Cost per Household as % of MHI)
(Socioeconomic & Low Mid-Range High
Financial Indicators) Below 1% Between 1.0% -2.0%|  Above 2.0%
Weak . _
Below 1.5 Medium Burden High Burden
Mid Range
15-25 Low Burden Medium Burden High Burden
Strong
Low Burden Low Burden Medium Burden
Above 2.5
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6.0

OTHER LOCAL FACTORS AND NECESSARY CONSIDERATIONS

Unfortunately, the City of Buffalo is at the extreme lower end of the national economic
spectrum. There is much in the form of economic data to support this fact. However, as
outlined in Section 3.2 - Guidance Limitations and Shortcoming Relative to the City of Buffalo,
the Guidance provides very little recognition of this fact in its formulaic approach to
establishing "affordability" and economic burden in a City like Buffalo.

There are many local factors that must be included as part of determining the true
affordability threshold of the ultimate LTCP for BSA users These factors, several of
which are summarized below, set Buffalo apart from the vast majority of other cities in
the country. Additional factors are still being evaluated, and BSA reserves the right to
present these at a later date as discussions continue. It is absolutely critical that these
factors are considered — along with the technical and legal requirements — when
determining the final LTCP and its ultimate implementation schedule.

One of the most important local factors is the ability of low income households in
Buffalo to sustain any additional sewer cost burden. While LTCP costs and the
associated increase in sewer rates will impact low-income residents in any community,
that can often be mitigated by rate relief programs for the economically disadvantaged.
However, in the case of Buffalo, the sheer number of low-income households relative to
a "typical" city makes this very problematic.

Demographic data from several sources shows the City and its residents near the bottom
of every economic measure. Some of these measures are shown in Table No. 6.1. Each
one of these economic indices must be considered after the LTCP is complete, when the
implementation schedule is being developed.

TABLE NO. 6.1
LOCAL ECONOMIC FACTORS FOR CONSIDERATION
Indicator City of Buffalo | National Average | Variance
Poverty Level 24.9% 9.6% 259%
Household Income < $20,000 35.8% 18% 200%
Receives Public Assistance 7.4% 2.3% 321%
MHI $29,845 $52,175 (175%)

Currently, approximately 35 percent of Buffalo residents already pay 2 percent or more
of their household income for sewer bills. If the 2004 "preferred" LTCP were to be
implemented over the next 20 years, these same residents would pay a significantly
greater percentage of their income towards sewer bills. For example, approximately 20
percent of households have income less than $10,000 annually. These households,
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already our most disadvantaged and least mobile residents, would be expected to pay
upwards of 10 to 15 percent or more of their household income towards wastewater
services - which is obviously unreasonable and literally impossible. Figure 6.1 shows the
residential income distribution for the City and the corresponding RI if the LTCP is
implemented as stated.

FIGURE NO. 6.1
HOUSEHOLD INCOME DISTRIBUTION AND CORRESPONDING RI BASED ON THE

PROJECTED CPH
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Another measure that is indicative of local conditions is the delinquency rate of BSA's
customers. Many sewer customers are already struggling to pay their sewer bills on
time as demonstrated by:

* 50 percent of customers pay their bills late - and incurring interest and penalties
* Approximately 10 percent of customers are on a payment plans to avoid shutoffs
* Hundreds of accounts are shut off each month

* 40 percent of BSA's accounts receivable for sewer charges is over a year old
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This climate of delinquency is a strong indication of the severe hardship and real
"burden" that additional rate increases would place upon low-income users. Any
aggressive rate increases will most definitely lead to increasing delinquency, further
shutoffs, more foreclosures, and reduced collection rates.

Buffalo's fragile economic state cannot sustain the large investment contemplated by the
2004 LTCP unless implemented over an extended period of time. To do otherwise
would be economically and socially unjust to a large portion of the City's population.
BSA is working diligently to comply with all regulatory requirements, as evidenced by
many of its recent projects. Furthermore, BSA is committed to working with the
regulatory agencies to develop a LTCP that achieves the water quality standards
required. It is important, however, to carefully consider Buffalo's realistic financial
capability to fund projects. To do otherwise will aggravate the downward demographic
and economic trends, and turn a "slippery slope" into a "precipice". Without an LTCP
that has been determined to be the lowest possible cost option, paired with a realistic
schedule for implementation that reflects and accommodates the severe and continuing
economic hardship of the City, neither BSA, EPA nor DEC will accomplish what they all
want to achieve.
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4)Current Fiscal Position & Projection
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a) Residential Indicator (RI)
b) Financial Capabilities Indicator (FCI)
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BSA - Background & Demographics

= Buffalo Is steadily losing pop. - 21% since 1990
= BSA is losing customers at a rate of ~ 1% per year

= System designed to serve a population of over half
a million — but now serves ~ 260,000 and falling

= Aging infrastructure - 60% of collection system Is
> 100 years old

= Severe fiscal instablility has resulted in NY State
appointing County and City fiscal stability control
boards




BSA - Background & Demographics

BSA Is Not a Regional Authority

Provides WW utility services within City limits, banly
treatment for independent wholesale communities

Has no ability to mandate or enforce participabbmwholesale
communities

Wholesale agreements are long-term contracts \stabéshed
rates and charge formulas

Wholesale communities set own internal user rates

Wholesale agreements allow contracting communitieseek
treatment alternatives



BSA - Background & Demographics

The City of Buffalo Is On Economic Life Support

Third poorest City in U§population > 250,000)
City MHI is 40% belowthe National MHI
Over 70 %of City households belowational MHI

25 %of the population lives belothe poverty level

36 %of households have annual income bef20k

Three timesas many households are on public
assistance as the national average



BSA - Background & Demographics

The City of Buffalo Is On Economic Life Support

Current Residential Sewer Bill = 1.23% of MHI
Residential Water Bill = 1.09% of MHI

35%of City households already exceleRA'’s
suggested affordability threshold of 2% of housdhol
Income for sewer service

Current ~ 50% delinqguency rate on Sewer bills

Current > 10% of households in severe delinquency
(w/ payment plans in place to avoid turn-off)



BSA - Background & Demographics

Dramatic loss of residential households
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BSA - Background & Demographics
Median Household Income (2008)
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BSA - Background & Demographics

Percentage of households below poverty level
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BSA - Background & Demographics
Percentage of Households below $20k
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BSA - Background & Demographics

Percentage of Households on Public Assistance
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Percent of Households

BSA - Background & Demographics

City of Buffalo Income Distribution
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BSA - Background & Demographics

Customer Accounts Recelvable
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1997 Guidance Review

Facts:

= The City of Buffalo Is at the extreme lower endlud
national economic bell curve

= Long-term trends indicate a continued downwardeslid
In population base, and loss of industry and engi®y

Therefore:

= Consistent with the 1997 EPA FCA Guideline,
significant flexiblility is required in the approath
establishing the amount / pace of adding furthed®m
to residents and businesses from LTCP implememntatio




1997 Guidance Review
The Guidance Document
Promotes a Flexible Approach

“Since flexiblility is an important componeait the
CSO policy, WQS authorities, NPDES authorities,
EPA personnel, and permittees should
communicate throughout the CSO control planning
process... This guidance document provides all
CSO participants with a structured yet flexible
approach for evaluating the financial burd@%0O

controls place on permitteest”

[1] EPA, Office of Wastewater Management: Combiedver Overflows-Guidance for
Financial Capability assessment and Schedule Dewedat, Final, (Washington, D.C.,
February 1997), pg. 10.



1997 Guidance Review

Shortcomings Relative to Buffalo’s Economic Status

= Wholesale Communities non-owners with no strict liability
for CSO requirements, and ability to seek feasalitiernatives

= Uses one-year snapshot of financial condition anektmcs-
provides an invalid comparison of true relativeremic
picture and trends

= Disregard for impact on low-income householdsdoes not
consider the rate of households below poverty

= Affordability projection- assumes a uniform cost of living
across the country - and presumes low income holgsban
afford above 2% threshold



1997 Guidance Review

Shortcomings Relative to Buffalo’s Economic Status

= “Pay-the-balance” approach to non residential userggnores
the impact upon fragile but crucial and ‘mobile’ tareer base

= CPH approach vs. actual chargesnot representative of the
actual current sewer bill that residents pay

= One-side-of-the-ledger approacionly includes expenses while
ignoring multiple factors that impact revenues

= |gnores bond rating decline over timefuture interest rates will
Increase as debt load increases

= Doesn't account for BSA’s constitutional debt limitBSA has
a legislated debt ceiling of $125 million



1997 Guidance Review

Shortcomings Relative to Buffalo’s Economic Status

A ‘Strong’ FCI should not obviate a ‘Weak’ RlIsince Iin

the end, the residents are still faced with a ‘Higinden’.

Financial Capability Matrix

Financial Capability
Indicator Score
(Socioeconomic &

Residential Indicator

(Cost per Household as % of MHI)

Financial Indicators) Low Mid-Range High
Below 1% Between 1.0% - 2.0% Above 2.0%
Weak : : .
Below 1.5 Medium Burden High Burden High Burden
I\/IdSRiazn%e Low Burden Medium Burden High Burden
Strong
; Above 2.5 ) Low Burden Low Burden _




2004 LTCP FCA Analysis

Major Shortcomings/Revisions
= Significantly underestimated residential flow
* Only a five year capital plan included
* Debt service has been updated
» Escalation In capital construction costs
= Over estimated future LTCP O&M

» Unprecedented intervening economic downturn



Current Fiscal Position & Projection

= Current O&M Budget
- BSA’s 2010 Operating Budget - $40.2 M
- BSA & Wholesale Budget - $80.7 M

= Current Annual Debt Service
- BSA-$16 M
- BSA & Wholesale - $18.5 M

= Current 20 Year CIP Debt Service Projection

- BSA-%$31.9 M
- BSA & Wholesale - $52.6 M



Current Fiscal Position & Projection
Long Term Control PlaRrice Escalation

Original
Inflation LTCP
Project Factor 2004 2010
Alternative 1
Buffalo River 3.8% $ 65,428,344 $ 81,796,181
Erie Basin Marina 2,063,400 2,579,589
Alternative 2
Cornelius Creek 66,721,991 83,413,452
Alternative 3A/3B
Black Rock Canal 219,490,570 274,399,279
Niagara River 14,540,086 18,177,497
Scajaquada Creek 45,100,119 56,382,560
Alternative 5
B Cazenovia Creek 4,100,000 5,125,674
C Cazenovia Creek 47,000,000 58,757,723

Total $464,444,510 $ 580,631,956



Current Fiscal Position & Projection

= Projected Annual Debt Service LTCP
- BSA-3$35.6 M
- BSA & Wholesale - $56.2 M

= Additional LTCP Annual O&M

- BSA - $2.6M
- BSA & Wholesale - $4.2M

= BSA Revenues from Wholesale Communities
- $12M



2010 Revised FCA

= FCA Calculation - requires a defined LTCP

- Premature analysis — there is no defined or appkrove
LTCP or cost

- Projected LTCP delivery is April 2011

= Therefore this 2010 Revised FCA is for illustrative

purposes only

- Analysis is based upon the 2004 system-wide LTCP
Capital Cost
e 2004 cost $464M ($524M)
e 2010 inflation-adjusted cost$581M ($654M)



2010 Revised FCA

= In view of shortcomings of 1997 Guidance, two

FCA calculations were completed
- City Only

BSA & Wholesale Communities

= Residential Flow Allocation

BSA — (based on detailed meter data) — 72% of fldecated to
residential

BSA & Wholesale Communities — 75% of flow allocated
residential



2010 Revised FCA

Cost per Household

City City &
Service Area Wholesale
Total Current & Projected Costs $ 114,371,591 $ 200,089,050
Residential Flow 72.0% 75.5%
Residential Share of Costs $ 82,395,599 $ 151,017,617
Number of Households in Service Area 108,387 178,769

Cost Per Household (CPH) $ /60 % 845




2010 Revised FCA

Residential Indicator

City City & Wholesale
Service Area Customers

Median Household Income (MHI)

Census Data Year (1) 2008 1999
Census Year MHI $29,973 $30,931
MHI Adjustment Factor (2) 2.59% 2.59%
Adjusted MHI $31,545 $40,974
Cost Per Household $760 $845
Residential Indicator 2.41 2.06
Rating High High

Used the 2000 census for the weighted MHI foriserarea. The 2008 ACS did not have the MHI forgberice areas outside of the City
of Buffalo.



2010 Revised FCA
Residential Indicator - MHI Adjusted

City City & Wholesale
Service Area Customers

Median Household Income (MHI)

Census Data Year (1) 2008 1999
Census Year MHI $29,973 $30,931
MHI Adjustment Factor (2) 1.00% 1.00%
Adjusted MHI $30,575 $34,509
Cost Per Household $760 $845
Residential Indicator 2.49 2.45
Rating High High

Used the 2000 census for the weighted MHI foriserarea. The 2008 ACS did not have the MHI forgberice areas outside of the City
of Buffalo.
Adjusted MHI-Due to the economic downturn and themployment rate, the five-year CPI is not reflexiof the inflation to MHI.



Residential Indicator

2010 Revised FCA
Projected RI based On LTCP
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2010 Revised FCA

Financial Capabilities Indicator

= City’s Bond Rating

Net Debt of FMPV

5-Year Average Unemployment Rate
Median Household Income

Property
Property

ax Revenue
ax Collection Rate



2010 Revised FCA

Financial Capabilities Indicator

Actual

Indicator Value Rating Score Score
Bond Ratings A- Mid-Range 2 N/A*
Overall Net Debt of FMPV 6.58% Weak 1 1
Unemployment Rate 1.26% Weak 1 1
Median Household Income -43.29% Weak 1 1
Property Tax Revenue 2.55% Mid-Range 2 2
Property Tax Collection Rate 93.81% Weak 1 1
FCI 1.33 ‘| 1.20
(Sum Score + Number of Entries) Weak Weak

* Less than 1% of municipalities show weak borthga—skews FCI calculation
- All indicators based on City metrics




2010 Revised FCA

Financial Capacity Score

Score City Only Including Wholesale If Discontinued W S Contracts
FCI 1.33 Weak 1.33 Weak 1.33 Weak
RI 2.41 High 2.06 High 3.24 High
Financial Capability Residential Indicator |

Indicator Score (Cost per Household as % of MHI)
(Socio-economic &
Financial Indicators) Low Mid-Range High
Between 1.0% -
Below 1% 2.0% Above 2.0%
Weak : .
Below 1.5 Medium Burden High Burden
M1Id5R_a2ngSe Low Burden Medium Burden High Burden
Strong :
Above 2.5 Low Burden Low Burden Medium Burden




Summary and Conclusions
The City of Buffalo is Already Heavily Burdened

34 Poorest City in the = 3times the US Average Rate
United States of Poverty/Public Assistance
18% of Households / = Continuing Long-term Loss
Residential User Base has of Industrial Base and

been Lost ast 20 yrs. Employers

Current Residential Sewer = 35% of Households Now Pay
Bill is 1.23% of City-wide > 2% of household income
MHI for Sewer Service

50% Residential = ~ 10% of Households in
Delinquency Rate for Severe Delinquency on

Current Sewer Bills Current Sewer Bills



Summary and Conclusions

The City of Buffalo is Heavily Burdened

= Significant and/or accelerated added sewer charge
burdens will:

- Place a higher burden on the most struggling amdabile
portion of user base — those in poverty

- Aggravate downward demographic and economic trends
- May also imperil continued financial contributioh
‘voluntary’ suburban users
= Maximum flexibility in LTCP implementation cost and
pace is justifiably warranted and absolutely resglir



Questions and Discussion
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SOURCE DATA
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BSA'S 2010-11 O&M BUDGET

O&M Budget 2010-11
Personnel

Salary $ 10,860,783

Benefits 6,629,352
Capital Outlay 684,227
Utility Services 10,227,450
Purchase of Services 5,594,538
Materials & Supplies 3,325,149
Travel & Transportation 32,040
Uncollectables 2,861,722
Total $ 40,215,261
Source:
Buffalo Sewer Authority's 2010-2011 Budget

630718 (1) CRA INFRASTRUCTURE & ENGINEERING, INC.



BSA'S 20 YEAR CAPITAL PLAN

Line Project Total
1 Annual Centrifuge Maintenance $ 500,000
2 Rehab (1) RWW & SWW Pump and Motor 2,160,000
3 Gas Clean Aeration Diffuser Stones 1,000,000
4 Final Clarifier Buildings Rehab 1,200,000
5 Chiller Replacement & HVAC Improvements 2,400,000
6 Power Distribution Survey & Implementation 5,000,000
7 Miscellaneous Pipe Replacement 2,000,000
8 Annual Digester Cleaning (2 per year) 1,200,000
9 Railing Rehab at Aeration 450,000
10 Thickener Rehabilitation 1,600,000
11 Door / Window Replacement 1,050,000
12 Steam Plant Modifications 440,000
13 Final Clarifier Screens 100,000
14 Secondary System Control Valve/Magmeter Replacement 7,500,000
15 Sludge Pump Mixers 800,000
16 Install 2nd Floor of Stockroom 250,000
17 Secondary Clarifier Weir Refurb (2 Tanks) 3,925,000
18 SCADA DCU Replacement 3,500,000
19 Replace Thickener Sludge Pumps and Controls 150,000
20 Outdoor Road Lighting 150,000
21 Pump Station Rehab @ South Buffalo-Phase II 1,750,000
22 Ferrous Chloride Tank Replacement 70,000
23 Roof Replacement & Structural Repairs 750,000
24 Digester and Mixing Improvements 1,500,000
25 Plant Water System Improvements 250,000
26 Replace Incinerator & Ash System Controls with SCADA 700,000
27 Demolish #6 Fuel Oil Tanks (2 tanks) 100,000
28 Primary Clarifier Modifications/Improvements 2,070,000
29 Incinerator Refractory Rehabilitation 1,500,000
30 RAS/WAS/Plant Water Pump Evaluation 50,000
31 Mix Tank Cleaning 500,000
32 Ash System Modification Study/Implementation 6,050,000
33 Inlet Trash Rack Replacement (2 racks / yr) 300,000
34 Alternate Location for Polymer 1,575,000
35 Pump Station Rehab-All Stations 2,000,000
36 Retube (3) WHRB & (3) Aux 850,000
37 VFD Replacement 1,000,000
38 Energy Improvements 6,500,000
39 Replace Steam Main Stop and non-return Valves on #1, #2 & #3 Aux Boilers 50,000
40 Overhaul Incinerator Ash System 500,000
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Line Project Total
41 SWW Wet Well Cleaning (2) 300,000
42 Stop-Log Set for Final Clarifier Control Bldgs & FE Building 80,000
43 Electrical Sub-Metering 350,000
44 Waste Hauler Pre-treatment Station and Automated Swipe-in 795,000
45 Centrifuge Feed Pump 150,000
46 Rehab/Upgrade Incinerator #1 and #3 6,600,000
47 Fine Bubble Diffuser Replacement 1,500,000
48 Structural Rehabilitation of Process Tanks 2,200,000
49 Automate four (4) Aeration Tank Effluent Lines / Drains 600,000
50 Construct New Hypochlorite Facility 3,000,000
51 Third and Fourth Centrifuge Installation 4,600,000
52 Blower Rehab 1,000,000
53 Primary Pump & Heat Exchangers 400,000
54 Diversion & Primary Open Change Flow Meters 1,000,000
55 Centrifuge Rehab 600,000
56 New Filter Media Change-Out 500,000
57 Replace Conveyor Belts in De-Watering 150,000
58 Replace Digas Compressors 2,000,000
61 Replace Conveyors in Grit Bldg 500,000
62 Final Effluent Flow Meters (4) 100,000
63 Re-Pave Roads/Lots on Bird Island 5,250,000
64 Install Cake Receiving Station @ South Mix Tank 7,500,000
65 Surveillance Cameras Throughout Bird Island 1,500,000
66 SWW Control Upgrade 700,000
67 Replace Water Softening System for Steam Plant 150,000
68 Engineering Term Contracts 2,500,000
69 Sewer Cleaning / TV Inspection 1,500,000
70 Unanticipated Sewer Replacements 2,000,000
71 Outside District Flow Verification 150,000
73 Kelly Island Station Relocation 12,000,000
74 CSO Phase II Study 600,000
75 SPP 123 A Modifications (Hopkins) 2,400,000
76 Swan Trunk System Modifications 1,000,000
81 South Buffalo Weir Modifications 300,000
86 Collection and Treatment Plant Upgrades 280,496,970
88 Future Regulatory Requirements - Nutrient Removal 83,508,404
89 Future Regulatory Requirements - Incinerators 30,000,000
90 Total CIP $ 521,420,374
Source:

Buffalo Sewer Authority's Final Capital Plan 2010-2020

630718 (1)

CRA INFRASTRUCTURE & ENGINEERING, INC.




BSA'S LTCP

Project Total
Buffalo River $ 81,796,181
Erie Basin Marina 2,579,589
Cornelius Creek 83,413,452
Black Rock Canal 274,399,279
Niagara River 18,177 497
Scajaquada Creek 56,382,560
B Cazenovia Creek 5,125,674
C Cazenovia Creek 58,757,723
Total $ 580,631,956
Source:

Malcolm's Pirnie's 2004 System-Wide LTCP
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NATIONAL CPI

Year Annual
2001 2.82%
2002 1.60%
2003 2.30%
2004 2.67%
2005 3.37%
2006 3.22%
2007 2.87%
2008 3.82%
2009 -0.32%
5 -Year Average 2.59%
Source:

www.bls.gov
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BUFFALO'S 2008 HOUSEHOLD INCOME

DISTRIBUTION
Income Range Percentage
Less than $10,000 18.8%
$10,000 to $14,999 9.9%
$15,000 to $19,999 71%
$20,000 to $24,999 7.4%
$25,000 to $29,999 7.0%
$30,000 to $34,999 6.5%
$35,000 to $39,999 5.3%
$40,000 to $44,999 4.7%
$45,000 to $49,999 3.6%
$50,000 to $59,999 7.2%
$60,000 to $74,999 7.0%
$75,000 to $99,999 7.6%
$100,000 to $124,999 3.6%
$125,000 to $149,999 1.5%
$150,000 to $199,999 1.6%
$200,000 or More 1.3%
Source:
2006-08 ACS
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HISTORICAL UNEMPLOYMENT RATE

Year Buffalo National Varience
2000 5.1 4 11
2001 5.8 4.7 11
2002 6.8 5.8 1.0
2003 7.3 6 13
2004 7.3 55 1.8
2006 6.3 4.6 17
2007 59 4.6 1.3
2008 7.0 5.8 12
2009 10.0 93 0.7
5-Year Average 7.1 5.9 1.3
Source:

www.bls.gov
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WEIGHTED MHI

Service Area MHI Households Income
City of Buffalo $ 24,536 122,720 $ 3,011,057,920
Cheektowaga Service Area 35,000 24,847 869,645,000
ECSD No. 1 45,500 14,832 674,856,000
ECSD No. 4 46,500 16,676 775,434,000
West Seneca Service Area 47,000 12,941 608,227,000

Total

Weighted MHI

Source:

WWW.CENSUS.ZOV

192,016 $ 5,939,219,920

$ 30,931

630718 (1)
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TAX COLLECTION RATE

Fiscal Year Levy Collected Rate

2000 $ 141,327 $ 129,207 914%
2001 130,614 119,370 914%
2002 117,461 108,237 921%
2003 117,850 108,771 923%
2004 126,156 116,714 925%
2005 130,783 121,485 929%
2006 130,673 121,415 929%
2007 131,032 121,849 93.0%
2008 131,317 123,394 94.0%
2009 129,916 121,873 93.8%

Five Year Average 93.3%

Ten Year Average 92.6%

Source:

City of Buffalo's 2009 CAFR
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CONESTOGA-ROVERS
& ASSOCIATES

UBMITTED SUBJECT TO FEDERAL RULES OF EVIDENCE SECTION 408

To: Charles Martorana, Esq. REF.NO.: 630718 (1) ADD1
N T
- : \l ( /;
FROM: Bryan Smith, P.E./jap/001 5‘;&& DATE: March 7, 2011
{
CC: David Comerford, Oluwole McFoy, Paul Calamita, Esq.
RE: Buffalo Sewer Authority - CSO Long Term Control Plan Consent Decree Negotiations
Addendum #1 to the September 2010 Revised Financial Capability Assessment for the Draft
Long Term Control Plan

Response to January 29, 2010 Department of Justice Request for Additional Information

The following and attached information is provided in response to the "BSA Additional Information
Request” (dated January 29, 2011, Appendix A), as attached to the February 3, 2011 email from the
Department of Justice's Rachel Hankey. The Information Request concerns the Residential Indicator
analyses contained in the Financial Capability Assessment (FCA) for the Revised Draft Long Term Controt
Plan report (the "Report") prepared and submitted by our firm in September 2010. This Memorandum
including attachments is considered supplementary, and is issued as Addendum #1 to, the September 2010
report.

The Residential Indicator analysis contained in the referenced Report was developed from information
from various sources, including documentation provided directly by, and/or prepared in consultation
with, the Buffalo Sewer Authority (BSA), the City of Buffalo, the wholesale communities served by the BSA
(including the Town of Cheektowaga, the Town of West Seneca, Erie County Sewer Districts No. 1 and
No. 4}, and the Federal Census Bureau. In order to provide the most accurate response possible herein, we
have utilized the best and most recent information made available to us - including information provided,
and understandings gained, following completion of the September 2010 Report. Therefore, we have
included, where appropriate, revised tables/information indicating any revised values of substance from
the original FCA report document, as explained in further detail below. Please note that the inclusion of
this updated information has not substantively changed the overall results of the financial capability
analysis, which continues to demonstrate that the BSA is "High Burden".

In each case below, we have reprinted the exact question or statement made in the "BSA Additional
Information Request," followed by the response. Supporting documentation and data and any revised FCA
tables are provided in the attachments to this memorandum.

RECISTERED CDMPANY FDR

1SO 9001
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CRA Memorandum Page 2

1. Provide a detailed explanation and backup documentation fo support the following values in BSA's residential
indicator analysis related to wholesale clients' current costs: wholesale clients' total operations and muintenance
costs {$40,507,084), wholesale revenues received by BSA ($12 046,101), and current debt service of wholesale
communities ($2,.512,897).

The operations and maintenance ("O&M") costs, revenues to the BSA (or BSA Costs), and debt service for
the wholesale communities are shown below in Table No. A. Please note that due to the improved
information/understanding received after the Report was submitted, the O&M budgets for West Seneca
and Erie County Sewer Districts (ECSD) No. 1 and No. 4, and the BSA costs to the ECSD, have been
updated as shown in Table No. A below. Supporting documentation for each of the wholesale
communities' costs is included in Appendix B (see attached).

Table A - Breakout of Wholesale Community O&M, Debt Service, and BSA Costs ($000)

Community /District 20;2(?;;1\4 2()51{;'3::{ BSA Costs Totals
Cheektowaga $7,448 $766 $3,366 511,581
West Seneca $6,100* %26 $1,930 $8,056 |
ECSD No.1 & No. 4 $6,804 $1,616 $5,950 $14,370

Totals $20,352 $2,408 $11,246 $34,007

* Includes $650,000 pay-go improvements to sanitary systein as reported by the Town.

The updated information shown in Table A must also necessarily be incorporated into Table Nos. 5.2, 5.4,
5.5, and 5.12 of the FCA submitted in September 2010. Revised tables, which replace the tables in the
September 2010 FCA, are included in the Appendix C. Please note that the updated information does not
substantively change the result of the FCA analysis.

2. Provide an explanation and back-up documentation to support the value of wholesale communities' "capital
costs and LTC" (615,415 913) included in the BSA's analysis.

As outlined in the 1997 EPA FCA Guidelines, it was assumed that any capital costs projected over the
20-year study period by the wholesale communities would be rolled into a single bond issuance. The sumn
of the wholesale communities' projected annual debt service payments relative to the financing of their
anticipated capital improvements reported in the September 2010 FCA Report was $15.4 million (including
$446,000 in addition O&M). Based upon improved information/understandings received from the
wholesale communities, the annual debt service payment for the wholesale communities and additional
O&M is revised to $19.5 million. A detailed explanation is provided below with associated supporting
documentation in the appendices.

The capital improvement and LTCP costs associated with the wholesale communities were derived from
various planning documents and discussions with representatives of each community. To the extent that

630718 (1) ADDA



CRA Memorandum Page 3

specific projects are planned for the next 5 or more years, such costs were included. However, for longer
term planning (i.e., the 20-year capital costs of the wholesale communities), an asset-based approach was
generally applied that assumed a 1 percent annual replacement of linear and aboveground assets. This
approach was deemed most appropriate due to several factors, including:

¢ The difficulty in identifying specific projects beyond a 3 to 5-year planning period due to the nature of
asset condition, changing regulations and normal operational wear and tear. For a 20-year planning
period, the best approach is an asset-based replacement schedule projection.

* Fach of the wholesale communities are themselves negotiating and/or working with the NYSDEC
regarding their own S50 issues, and the extent of mitigation requirements and associated costs are not
yet firmly determined.

s+ The age and condition of the wholesale communities' infrastructure is such that capital investrent
requirements will necessarily increase during the 20-year study period in order to maintain service
levels. However, it is not possible to determine a precise schedule of specific projects at this time and,
thus, an asset-based approach is appropriate.

Projections of the capital requirements for each wholesale participant are described below and summarized
in Table B.

Town of Cheektowaga

Based on the Capital Improvement Plan (CIP) approved in 2009, the Town of Cheektowaga is expected to
spend $47.2 million over the next 17 years (see Appendix D). The CIP primarily consists of various sanitary
sewer system improvements to eliminate SSOs based on a Consent Order with the New York State
Department of Environmental Conservation (NYSDEC)., Although there will be additional O&M costs
related to these projects no additional O&M was included because most projects relate to below ground
assets.

In addition, to project non-S50 related projects that will be completed during the 20-year study period, a
100-year replacement schedule for below-ground linear infrastructure was developed. Based on replacing
1 percent of linear assets each year for the next 20 years, the Town is expected to invest approximately $42
million (see Appendix E). In total, it is projected the Town will spend $89 million in Capital Improvements
over the next 20 years.

Town of West Seneca

We understand that West Seneca is currently engaged in negotiations with the NYSDEC regarding S5O
abatement requirements. The Town reported that a technical analysis was ongoing to determine the most
appropriate means of addressing their SSOs. Based on preliminary findings of the S5O evaluation, it was
estimated that the DEC will require the Town to replace or reline a significant percentage of the collection
system over the next 20 years. For the purposes of estimating required capital investment during the next 20
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CRA Memorandum Page 4

years, it was projected that the Town would be required to reline 50 percent of their collection system, and
that a significant percentage would also be replaced. Thus, a 1- percent annual replacement of pipes not
targeted for lining (10 percent replacement during the study period) was used to project the capital
investment for the Town. In total, it was projected the Town would spend approximately $3.3 million a
year for a total of $66 million over the next 20 years on relining and replacing the collection system (see
Appendix E).

Erie County Sewer Districts No. 1 and No. 4

Similar to the other wholesale communities, Erie County is in early discussions with the DEC regarding
S50 abatement in Districts No. T and No. 4. However, unlike the other wholesale communities, no
projection for SSO compliance was included in the ECSD capital projections due to the preliminary nature
of the ongoing discussion with DEC. While the cost of SSO abatement is unknown and not included at this
time, it is anticipated by Erie County that the DEC will require significant investments in the collection
system to abate SS0s. It is likely that such investments will be substantial and would significantly
increase the RI of the wholesale communities. Thus, the BSA, along with the wholesale communities, have
stated their reservation of the right to include these capital investment projections in the FCA analysis
when they become available.

" For purposes of projecting non-SSO related capital investment, Erie County provided a capital plan that
identifies $5.9 million of specific investment over the next 5 years (see Appendix F). Further, it was
projected that Erie County would spend approximately $3.2 million per year for a total of $63.6 million for
additional improvements to the collection system and aboveground facilities in Districts No. T and No. 4
based on a 100-year replacement schedule (see Appendix E). In total, it was projected the Districts would
spend $69.5 million over the next 20 years, exclusive of any SSO compliance costs.

When SSO compliance requirements are known, any additional capital dollars beyond the $59.9 million
projected in this analysis would result in an increase to Residential Indicator,

Table B - Sumrmary of Projected Wholesale Community Capital Investments ($000)

Community Current CIP Future CI:;%:latory Re;tll;:zrlezsm Totals
Cheektowaga $47,150 il $42 240 $89,390
West Seneca * $46,992 $18,796 $65,789
ECSD No.1 & No. 4 $5,900 > $63,555 $69,455

Totals $53,050 $46,992 $124,591 $224,634

*The Town of West Seneca is currently funding capital projects through the O&M budget and not via debt.
**Future regulatory capital costs are currently undefined for BCSD and Cheekiowaga; however, they will likely be many millions of dollars.

In summary, the $15,415,913 "capital costs and LTCP" included in the September 2010 Report was the
annual financing and O&M cost associated with the projected wholesale community capital investment.
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However, the updated annual debt service payment and O&M of $19.5 million is based on the $224,634 of
revised projected capital investment as shown in Table B. Also included are the $446,000 LTCP O&M and
1.25-percent issuance fee costs. TPlease note that the O&M for LTCP projects ($446,000 - Table 5.4 in
September FCA} was estimated at approximately 1 percent of Cheektowaga's LTCP costs. The ECSD LTCP
costs were unknown, and West Seneca's LTCP projects are primarily belowground pipeline rehabilitations,
therefore, no O&M costs were included.

3. Provide back-up documentation and analysis supporting BSA's 75 percent residential factor. According fo
EPA's 1997 CSO Guidance, residential factor should be calculated as a percent of flow received from all
residential users of the system, incuding those in wholesale areas. This value may include an allocation of
Infiltration/Inflow if used in BSA's rate setting process.

As indicated in the September FCA, the percentage of residential water consumption / usage was used to
determine the residential factor in the BSA analysis. Under the "City Only" analysis, a factor of 72 percent
was determined for residential usage within the City, based upon an analysis of actual consumption
records. For the wholesale communities, a similar approach was used.

The Erie County Water Authority (ECWA) provides domestic water service to the wholesale communities
within the BSA service area. The ECWA reported to CRA that it estimated residential usage in the service
area at 80 percent or higher. A combined ratio of flow for the entire service area was then calculated based
on a weighted average that resulted in a residential flow factor of 75 percent for the "City Plus Wholesale
Communities" scenario, as shown in Table C.

Table C - Calculation of Residential Flow Factor — "City Plus Wholesale Communities”

4.

The BSA has not completed a rate study recently. The latest Rate Report completed by the BSA's rate

c . Re{sjldenhal Number of Percentage of I;N G‘thghtfjjl
ommunity sage Househoelds Households esiden
Percentage Usage
City of Buffalo 72% 108,387 60% 43%
Wholesale 80% 70,382 40% 32%
Communities
Total Weighted Residential Flow 75%

Provide the BSA's miost recent rate study for sewer services.

consultant is included in Appendix G.

5. Provide an explanation and back-up documentation fo support the BSA's estimate of the number of households
in the service avea including the wholesale users (178,769). Specifically, include back-up documentation to
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support the number of households served by the wholesale customers, and provide a breakout of the number of
households served in each area/municipality within the wholesale service area.

For the BSA FCA study, demographic data was collected from various governmental sources, including the
U.S. Census Bureau and the American Communities Survey ("ACS"}. The last year of information available
from the Census Bureau was for 2000, and the latest information from the ACS was for 2006 to 2008. The
projections made in the FCA analysis relied on the latest year of information available for the service areas.

The number of households projected in the City of Buffalo for 2010 was 108,387. This number of
households within the City limits was projected based on a 16- to 18-year historical trend, relying on the
1990 census, 2000 census, and the 2006-2008 ACS. Based on the past 16 to 18 years of data, the City has
averaged a 1.20 percent annual decline in the number of households per year. Based on the last year of data
from the 2006-2008 ACS, the number of households within the City limits was 111,045; this was then
adjusted to 2010 projections based on 1.20 percent negative growth rate per year (see Appendix H).

A similar approach was used for the wholesale communities. However, the wholesale community BSA
service area boundaries do not coincide with the municipal boundaries, as only portions of these
municipalities are served by BSA. Therefore, information from each census tract within the entire BSA
service area was collected (see Appendix I}. The latest information available at the census tract level was the
2000 census and was used as the basis to projecting the 2010 total number of households. A historical trend
was calculated based on 6 to 8 years of the wholesale community's household information from the 2000
census and 2006-2008 ACS. Based on the average annual rate of growth for each of the wholesale
communities, the number of households reported in the 2000 census tracts within the BSA service area were
adjusted to 2010 projections. The result of this effort was that the overall number of households within the
wholesale communities was projected to have increased from 69,296 in 2000, to 70,381 in 2010.

The latest census and/or ACS information for the City of Buffalo and the wholesale communities are
included in Appendix . A summary of the 2000 Census tract data for each of the wholesale districts
within the BSA service area and a map showing the service areas is included in Appendix I

Finally, during review of the September 2010 Report in the preparation of this response, it was discovered
that a typographic error on Page 2 of the document - in the form of omission of the word "not" in the first
sentence of the second paragraph on the page - was made, thereby changing the meaning of the sentence.
We have included as Appendix ] a revised Page 2 reflecting the corrected sentence.
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From: Hankey, Rachel (ENRD) [mailto:Rachel. Hankey@usdoj.gov])

Sent: Thursday, February 03, 2011 3:50 PM

To: Martorana, Charles C.

Ce: Akers, Susan (ENRDY; Jane Cameron; Teresa Mucha

Subject:

Charlie,

T apologize for the delay in geiting back to you. However, EPA and its consultants were reviewing the financial
analysis so that we could get back to you regarding the requested changes in the consent decree. We wanted to
resolve as much as possible, so that this process would be close to finalization. I am attaching a new draft consent
decree (and a redline to the last draft on 9.14.10) which responds to any of the requests made in our previous
discussions. EPA and the State have reviewed the financial analysis, and we have a few follow up questions
regarding some of the information used in that analysis, I am attaching a list of questions in that regard. Please
review and provide this information as soon as possible. The poveriment parties have, on a contingent basis,
accepted BSA’s request for an LTCP end date of 2030, as indicated in the draft consent decree. However, this
acceptauce is conditioned upon the requested mformatmn being provided and supporting the data and conclusions
made in the financial capability analysis,

At our last meeting we also discussed what was previously marked Appendix M, and there were some guestions
about which document was appendix M. In the new draft consent decres, Appendix M is now Appendix J. We have
filled in some of the missing terms and edited to conform to the new Appendices, and this draft is also attached.
There are some remaining ltsms with regard to the appendices, and some have been changes in conformity with .
requests by BSA. These include:

APPENDIX. A: Capital Projects: There remain three asterisked projects. In an email frore BSA on 1/4/11, BSA
indicated that it would provide an "updated list for those three projecis” by the end of this week. BSA provided this
input on 1/27/11 and should modify and resubmit the capital projects spreadsheet and narrative description. We want
10 ensure that BSA is in compliance with the consent decree at signing, and therefore request BSA make sure that all
items on the Jist will be completed.

APPENDIX C: In an email dated 1/4/11, BSA provided input on the two remaining processes which EPA forwarded
to DEC. DEC approved. The language in the cd for these processes has been deleted. We are stilt waiting on a list of
the documents which make up the protocols to make up this appendix (To be clear, we are not asking that the.
documents and protocols be submitted, only for a list of the documents that make up the current protocols). Please
call me ASAP if there are questions with regard to this appendix. My understanding is that DEC has tried to explam
in the technical discussions, but if there are still issues, please call.

APPENDIX I Signs; BSA has now submitted a list of approved sign locations.

APPENDIX E and APPENDX F: Now APPENDIX E, the Receiving Water Quality Sampling, Modeling, and
Report. EPA (on behalf of EPA and DEC) formally sent an email which approves the WQ model for nse in the
updated LTCP Report. That email also requested the revision and resubmiftal of WQ sampling data report for either
approval or finalization for the record. BSA has submitfed this.

APPENDIX G and APPENDIX H and APPENDIX I: Now APPENDIX F, ihe Combined Sewer System Model
Validation Report.

APPENDIYX T: now Appendix G, the Public Participation Plan.

APENDIX K: now Appendix, H, the Watershed Recreational Use Study are completed.

APPENDIX L: now appendix I, the Firancial Capability Analysis, has been submitted. Plaintififs are requesting
additional information, data which was not included in the report. List of information requested attached.
APPENDIX M: now appendix J, attached. ‘
Based on the above, and our previons discussions, we are very close to finalizing the consent decree for signature. I
know both parties are cager to see this process completed as quickly as possible. In order to facilitate moving
forward quickly, it would be helpful to schedule a meeting as soon possible to resolve any remaining issees, Given
the difficulty in scheduling among so many parties, I'd ask BSA to provide us with possible dates as soon as
possible for a conference call or meeting, so that we can firm up 2 meeting date quickly.

Thanks
Rachel



Instructions: Please respond to the following questions regarding the Residential Indicator analysis
in the Buffalo Sewer Authority (BSA) September 2010 Revised Financial Capability Assessment for
the Dratt Long Term Control Plan provided to EPA.

1.

Provide a detailed explanation and back-up documentation to support the following values in
BSA’s residential indicator analysis related to wholesale clients’ current costs: wholesale
clients’ total operations and maintenance costs ($40,507,084), wholesale revenues received
by BSA (312,046,101}, and current debt service of wholesale communities ($2,512,897).

Provide an explanation and back-up documentation fo support the value of wholesale
communities’ “capital costs and LTCP” ($15,415,913) included in the BSA’s analysis.

Provide back-up documentation and analysis supporting BSA’s 75 percent residential factor.
According to EPA’s 1997 CSO Guidance, residential factor should be calculated as a percent
of flow received from all residential users of the system, inclnding those in wholesale areas.
This value may include an allocation of Infiliration/Inflow i used in
BSA’s rate setting process.

Provide the BSA’s most recent rate study for sewer services.

Provide an explanation and back-up documentation to support the BSA’s estimate of the
number of houscholds in the service area including the wholesale users (178,769).
Specifically, include back-up documentation to support the number of houscholds served by
the wholesale customers, and provide a break out of the number of houscholds served in
cach area/municipality within the wholesale service area.
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TOWN OF WEST SENECA, NEW YORK

Special Districts - Sanitary Sewer - Adopted Budget 2010

Sewer Serviee Department

Personal Sgrvices
Lift Stetion Mamtenante Crew
Santtary Sewer Malntenance

Craw {Inchuding Overtims)
Bewer Crew ~ BEpginsering
{Including Overtime)

Part-Time Laborers

Eguipment .
Mirier Equipment
Other Equipment

Confraciual Typenses
Supplies
(asoline
Urilities
Bquipment Vehicls Maintenanca
Program Maintensnce
Mainicnance
Professivnal Servicss - Auditing
Chemicals
Taps and Saddis
Smoke Bombs, Dys, Ble,
Trunk Line - Matezial and Equipment
Fiie Co. Water Auihority Charge
s

Emplovee Bepehis
State Retirernant
Sociel Jacurity
Worlenen's Compensation Insurancs
Health and Welfare
Medicare
Unemgloymeni Insurance
Hospital z2nd Medical Insumos
Hospital and Medical Ins. - Retirses
Wotk Boot Allowance

Less: Revenue - fnfer District Charge

Cade

 Administrative

Obiect

0331000115
{3.6100,0143

03.5100.0144
03.8100.0149

(03.8100.1204
03.8100.1207

03.3100.0400
03.8100.0416
03.3100.0420
$3.8100,0443
03.8100.0443
(13.8100.0446
03.8100.0431
0%.3100,1456
03.3100.1451
03.8100.1452
03.8100.1453
03.8100.1453
03.8100.1455

03.8100.0801
03.8100.0802
03.8100.0803
03.8100.0804
03.8100.08028
03.8100.0815
03.8100.0817
03.8100.0817

03.8100.0820

-1 -

186,000
218,000

a,000

12,600

20,000

80,000

5,000
19,000
14,000
22,000

6,000

1,800
21,969

3,000

3,000

2,000
20,000
13,500

40,800

56,400
29,884
16,700

4,322
6,989
5,000

124,114

32,767
525

482,000

100,060

170,268

276,703

NET
1EVY

1,028,972
(1,028.972)



TOWN OF WEST SENECA, NEW YORK

Special Districts - Senitary Sewer - Adopted Budget 2010

District No. 1 - Seneea Street

Coniracinal Fxpenses

Mvigjor Repairs

Fegal and Prafessional Services

Remedial Program

Eiie County Chargeback

Buffalo Sewsr Aufhority
Service Charge

Aldlocation of General Fund
Closts io Benefiting District

Allgcation of Tighway Fund
Costs to Benefiting Distejct

Savrer Depdrtmient Allocation

Less: Bstimatad Unexpended Balancs

District Ne. 2 - Defrav, Thoradale and Tindle

Cortractus] BYpenses

Miajor Repais

Legal and Professional Sexvices

Remedial Program

Frie Comty Chaggeback

Buffalo Sewer Avthorily
Bervics Charge

AHocation of General Fund
{osts to Benefiting Distrist

Alloestion of I ghway Fund
Costs 10 Benefiting District

Sewer Department Allopation

Iess: Bsifmated Unexpended Balance

District MNo. 3 - Edsop Sfrest

Confracal Expenses

Major Repairs

Tegel and Profsssional Services

Remedial Program.

Buffale Sewer Authority
Service Charge

Allgeation of General I'und
Costs fo Benafiting District

Allocaiion of Highway Fund
Casts to Banefiting District

Sewer Department Allocation

1 ess: Bsiimated Unexpended Balance

Cade
Administrative
Obiset

03.8101.1441
03,8101.1450
03.8101.1454
03.8101.1464

03.8101.1485
03.8101.0511

03.8101.0512
03.8101.0597

03.8102.1443
(13.8102.1450
03.8102.1454
03.8102.1464

03.8102.1486
03,8102.0511

038102.0512
03.8102.0597

03.8103.1441
(3.8103.1450

" 03.8103.1454

03.8103.1486
03.8103.0511

03.3103.0012
{3,3103.0597

-7

5,000
1412
300

62,000
71,702

38,187

31,452

2,060
1412
200
25000
22800

14,187

12,118

NET
LEVY
210,053
12,000 198,053
77117
4,000 73,917
30,733
2,500 28,233
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TOWN OF WEST SENECA, NEW YORK

Special Distufefs - Sanitary Sever - Adopted Buadget 2010

District Ho. 4 - Oschawa, Duerstein and
Yudian Church Road
Coniracinal Bxpenses
Major Repairs
Legal and Professional Services
Remedial Frogram
Buffale Sewver Authority
Service Charpg
Rent Payable to Sewer District
No. &
Allacation of Genatal Frad
Caosts to Penefiting District
Altocation of Highway Fund
Costs to Bensfiting Distiot
Sewer Depstment Allecation

Less: Bstimated Unexp ended Balance

Conbiacina] Bxpanses
IMajor Repairs
Legal and Prafessional Services
Femadiaj Program
Frie County Chargebacks
Rent Paydble fo Sewer
District Mo, 13
Allgcation of General Fund
Costs to Benefiting District
Allecation of Highway Fund
Cosis to Bensfiting Distict
Operation of Lift Staficn
Renfal Paymenis For RR Basements
Sewer Department Altocation

PloniMo. 5
Contrachual Exnenses
Operation of Flant
Sewer Depariment Allocation

Code
Administrative
Obiect

03.8104.1441
03.8104.1450
03.8104.1454

03.8104.1486
03.8104.1487
£3.8104.0511

03.8104.0512
(43.8104.0587

03.8105.1441
03.8105.1450
03.8105.1454
03.8105.1464

(3.8105.1488
03.8105.0511
03.8105.0512

03.8105.0515
03.8105.0518

03.8105.0587

(3.8105.0513
03.8105.0597

3,000
1,412
600
20,000
N
92,189 -
14,490

7,021

7,769

12,000
2,971
200

-

295,200
66,056
49,699

14,000
250

40,596

20.600
58,070

76,511

g,000

450,922

73,070

558,992

68,311



TOWN OF WEST SENECA, NEW YORK

Special Districts - Sanitary Sewer - Adopted Budgst 2010

Less:
Eevenue fom Chargs fo Coviagicn
gnd Slade Exgenslon
Payment from Sewer District
o. 13

Less: Bstimated Unexpendad Balance

Hewer Distriet No, 5 - Covingion
and Slade Extension
Confrectial Fomenses
Remt Paydbls to Sewer
Disirict M. 5
Remedial Program
Hyie County Chargebacks
Allocation of General Fond
Cosis fo Benefiting District
Alloostion of Highway Fund
Coats to Benefiting District
1.ess: Estimated Unexpended Balance

District Mo. 6
Cowiractngl Bxpenses

Major Repairs

Legal and Professional Services

Remedial Program

Frie County Chargeback:

Allocation of Genersl Fund
Costs to Benafiiing District

Allocatton of Highway Fuod
Cosis to Benefiting Disirict

QOperation of Retention Facility

Rental Payments of RR Fasements

. Sewar Department Allocation
Rent Payable to E.C.8D. #4

Tess:

" Revepues from Charges 10!
Sewer Disteict No. &
Sewsr District Ne, 7
Sewer District No. 8

Cade

Administrative

Obijact

03.2105.0055

03.2105.0013

03.8155.1486
(:3.£155.1454
03.8155.1464

03.4155.0511

03.8155.0512

03.8106.1441
03.8106.1450¢
13.2106.1454
03.83106.1464

03.8106.0511

(3.8106.0512
{3,8106,0513
03.8106.0519
03.8106.0507
03.8106.0399

03.2106.0004
43.2106.0007
03.2106.0008

-Z4 -

313,757

38,108

351,863

3137957

200

44 428

94,713

12,060
4,569
200

138,717

132,664
40,000
400
107,905

580,600

22,149
101,902
228,132

207,127

(6,000}

453,098

5,000

1,036,455

NEY

LEVY

213,127

448098
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TOWN OF WEST SENECA, NEW YORK

Specis] Districts - Sanitary Sewer - Adopted Budget 2010

Sewer Dishict Ne. 11
Eris County Sewer District 10, 1

1,ess! Estimaied Unsxpesied Balance

Distriet No. 7 - Barnsdale and Knox
Copiraciugl Bxpensss

}viajor Repairs

Legal and Professionat Services

Remedial Program

Rent Payable to Sewsr District No. 6

Allpcation of General Fund
Costs to Benefiting Distrlot

Allocation of Elighway Fund
Costs o Benefiting Disiriet

Sewer Department Allocation

Less: Esttmated Unexpended Balance

District No. 8 - Séneca Street and Kelsey
o Haitroad
"Caniracial Bxpenses
Major Repairs
T.egal and Professional Services
Remedial Program
Brie County Chargebacks
Rent Peyable to Sewer District
Mo, 6
Allocation of General Fund
Costy to Benefiting District
Allgcation of Highway Fund
Costs to Benefifing Disidet
Sewer Department Allosation

T,ass: Bstimatsd Unexpended Balange

District No, 9 - Burchk Avenug
Contractos] BXpenscs
Major Repairs
Y.egal and Profassional Servicss
Bemedial Frogram
Buffalo Sewer Authority
Service Chargs

Code
Administeative

Ohiect

03.2106.001%
03,2106.0012

03.8107.144¢
03.8107.1450
{(3,8107.1454
03.8107.1437

03.8107.0511

03.8107.0512
03.8107.0397

03.8108.1441
03.8108.14350
03.8108.1454
03.8108.1464
032.8108.1487
03.8103.0511

03.8108.0512
QS‘SH}S.GSQ?

03.8100.1441
03.8100.1450
03.8108.1454

03.8109.1436

-35 -

11,624
90,585

454,392

2,000
1412
200
161,90Z

26,103

19,305

16,321

2,000
1,412
200
2,179
228,132
130,087

78,368

58,009

2,000
1,412
300

28,000

582,063

73,0040

187,243

5,000

300,385

3.000

NET

LEVY

507,063

158,243

492383



TOWN OF WEST SENECA, NEW YORK

Special Districts ~ Sanitary Sewsr - Adepted Budget 2018

Allocation of (feneral Fund
Costs to Benefifmg District

Alloeation of Bighway Fund
Costs to Benefiting Distilct

Sewer Depariment Allocation

Tess: Bstimated Unaxpended Balance

District No. 10 - Wildwood Avenne

Conlraghual Hxpenses

Major Repairs

Legal and Professional Services

Remedial Program

¥ris County Chargebacks

Buffalo Sewer Aulhosity
Setvice Charge

Allacation of General Fund
Cosis To Benefiting District

Alocation of Hlghway Fund
Casis to Benefiting District

Sewer Depariment Allosation

T.ess: Bstimated Unexpended Balanes

District Mo. 11 - Doris Avenas

Coniraciual Fypenses

Wajor Repairs

Legdl and Professional Bervices

Remedial Program

Rant Payabls fo Bewer District
Na.B

Allncation of General Fund
Coafs to Benefiting Distiict

Adlonation of Highway Fund
Costs to Benafiting Disirict

Sawer Department Allecation

Less; Estimated Unexpended Balancs

Distriet Neo. 32 - Fisher Couriy

Cenfraciial Fxpensos

Maintenance
Major Repaits
J.egal and Prafessicnal Servics
Remedial Program

Code

Adminfstrative

Obiect

(3.8109.0511

03.8109.0512
03.8102.0597

03.8110.1441
03;8110.1450
03.8110.1454
03.8110¢.1464
03.8110.1436
03.8110.0511

03.8110.0312
03.8110.0587

03.8111.1441
03.8111.1450
03.8111.1454
03.8111.1487
03.8111.0511

03.8111.0512
03.8111.0597

03,5112,1441
03.8112.1450
03.8112.1454

26 -

12,039

4,729

3,365

2,000
1,412

200

8,300
10,867

4,779

3,584

2,000
1,412
200
ile24
2,357

2,302

1,601

10,000
2,787
500

52,345

8,000

33,642

5,000

21,596

3,060

HET
LEVY

44,345

24.642

18836



TOWN OF WEST SENECA, NEW YORK

Special Districls - Sanitary Sewer - Adopted Budget 2010

I -

[ A

Alloeation of Gepsral Fund
Costs to Benefiting District
Allocatien: of Higlvway Fund
Cozis to Benefiting District
Operation of Lift Station
Sewer Depariment Allocation

Sewer Rental
Payable 1o Frie Coumty Joint
Sewer Disirict Mo. 3
T,eas: Allocation from Sewer Dishrict
Mo, 121
Less: Bsfimated Unexpended Balance

Part I - Lpekawaana
Crnirectial Fxpenses
Maintenance of Truelk Lines
Major Repairs
Legal and Professional Servicss
Remedial Program '
Allocaiion of General Fund
Caosts to Benefiting District
Allocetion of Highwey Fund
Cogig 1o Benefiting District
ANgestion of Chargss to Sewer
District No, 12
Sewer Department Allocation

Sewer Rentat
Payabls to Erie Covniy Joint
Sewer Disirict No. 6

Less: Estimated Unszpended Balance

Distriet Mo, 13

Coniractngl Hxpensss
Maior Repairs -
L.agal and Professionat Services
Bemedial Program
Erie Coumy Chargebacis
Alocation of General Frind

Costs to Benefiting Distdot

Code

Administrative

Ohject

(3:.8112.0511
(3,8112.0512

03.8112.0515
03.8112.0587

03.8112.1491

03.2112.0122

03.8123.1441
03.8123.1450
03.8123.1454
03:8123.0511
03.8123.0512

03.5123.0521
03.8123.0397

03.8123.1487

(3.8113.1441
03.8113.1450
03.8115.1454
03.8113.1464

03.8113.0511

13,850

14,312
6,000

12,050

59,499

72,000

2000
1,412
200
51,140
A4.601

48,000

36,335

183,708

22000

500,000
10,243
200
1,360

782,655

NET
LEVY
131,452
48,000
10,000 73499
205,708
38,000 167,708



TOWN OF WEST SENECA, NEW YORK

Special Districis - Banbiary Sewer - Adopted Budget 2010

Allocation of Highway Fund
Costs to Benafiting District

Operation of Lift Planis

Rental Payments to Railroads

Payment to Sewer District No. 5 for Diebt
Service and Cperation and Mamienance
16 Eris County Sewer DistrictNo. 3

Payment to Sewer Diskeist Na. 5 for
Opezation of Disposal Plant

Seywer Depariinen: Allocation
Lmon Hoad LT HTaton

Sewer Rentat
Boifilo Sewer Avtheriiy Servics Charge
1,ess Proportionate Shara Payabls by:
Sewer District No. 5
Brie Connty Joint Sewer
Distdct No.3

Trapsier tn Debt Sexvice
Boud Principal
Bond Inerast

1.ass reverme from charges To:

West Segeca SD#14

West Beneca EWAL District

Ejma Sewer District No. 2

Ochard Pad; SD No. 16

Ocherd Pafc 8D No. 17

Pris County SD No. 3; for nse
of Facilifles of 5D No. 5

{ess; Betimated Unexpsnded Balance

Pigteict No. 14 - Westeate Subdivision
Coniractual Expenses
Tylaicw Repairs
Legal and Professional Services
Rant Payahle to Sewer Disirict
Mo. 13
Allgeason of General Fund

Code

Administrative

Object

03.8115.0312
#3.8113.0515
03.8113.0318
03.8113.0508

03.8113.0520
03.8113.0397

U5.8113.0098
03,8113.1486
13.211%.0005

03.2113.0003

63.8113.0510
0331130911

3.2113.0014
03.2113.0200
03.2313.0002
13.2313.0018
0323130017

03.2113.0018

03.8114.441
03.8114.1450

0381141488

1,070,399
21,000
500

18,590

19,518
609,781

5,000

1,800,000
295,200

130,000

3,039,746

1,374,800

15,739

09452

62,724
811,788
4,945
19,487
11,362

5,000

4414.546

25,191

913,311

2,000
808

62,724

3,525,426,

NET
ILEVY

3,525,426



TOWN OF WEST SENECA, NEW YORK

Special Districts - Sapifary Sewer - Adopted Budget 2010

Cosis to Beanefiting District
Allocation of Highway Find

Costs to Bensfiling District
Sewer Depariment Allocation

Less: Revenne from Chargs to Orehard
Parlc Sewer District No. 14
Lass; Bstimated Unezpended Balance

Pistriet No. 15 - Nash Street

Contractual Bxpenses

Major Repatrs
Legal and ?Iofess:ional Serviess
Remedlal Program
Buffale Sewer Aufhority
Service Charge
Allocation of General Fund
Costs io Beneftiing District
Allacation of Highwey Fund
Costs to Benefiting District
Sewer Depariment Allocation

Less: Estimated Unexpended Balance

Disirict No. 18 - Fisher Road

Confracius] Bxpenses

Major Repairs
Legal and Professicnal Semces
Remedial Program
Sewer Rent Payable tq Bria Cotmty
Sewer District Ho. 6
Allacation of General Fand
Costs {0 Benefiting District
Aliosation of Highway Fund
Cogts to Benafiting District
Sewer Department Allocation

T.ess; Rstimated Tinexpendsd Balance

Code

Admireistyative

Qhiect
03.8114.0511

03.8114.0512
03.8114.0587

¢3.2314.0014

(3.8115.1441
03,8115.1450
03.8115.1454
03.8115.1486
03.8115.0511

03.3115.0512
03.8115.0597

03.8118.1441
13.8118.1450
03.8118.1434
{3.8118,1437
03.8113.0511

03.8118.0512
£3.3118.0587

- 20 -

17,153

19,518

14,955

2,000
g98
500

5,000

4,368

4,001

3,323

1,000
398
200

5,000

1,598

1,552

1,734

117,248

2,648
(3,000)

20,090
3,500

11,982
2,000

NET

117,604

16,590

0,982



TOWN OF WEST SENECA, NEW YORK

Special Distriets - Sanitary Sewer - Adopied Budget 2010

Code
Administrative NET
Obiect ILEVY
Tistrici No. 19 - Boardman and Weisper Area
Contractusd] Exnenses
¥ajor Repals 03.8119.1441 1,000
Tegal and Professionsl Sexvices (3.8119.1450 893
Remedial Program 03.8119.1454 200
Zewer Rent Payable to Brie Couniy
Sewer District MNo. & 03.8110.1490 23,080
Alloeating of General Fund
Costs i Penafiting District (3.8119.0511 5,925
ANoeation of Highway Fund
Closts to Bensfifing District 03.8119.0512. 5,390
Sewer Department Allocation 03.8119.0597 5,009 42 422
Less: Bstimated Unexpended Balance 3,000 39,622
Nistriet Mo, 20.- Fagt, Wast Ancls and Tevdecker Dishriet
Coniractuel Bxpenses
Major Ropals 03,8120.1441 4,000
Frie County Chargebacks 03.3120.1464 -
Rent Payable to Sewer District No. 13 03.8120.1486 811,789
§15,7:9
Less: Reverue from Charpe to New York
State School 05.2320.0001 208,239 517,550
1.oss; Bstimated Unsypended Balants _ {12,000) 529,530
Total Sanitary Setver Dishicts 3 6,755,190
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‘ . 2010 BUDGET :
ERIE COUNTY SEWER DISTRICTS NO. 1,4 & &

APPROPRIATIONS

ECSD #4

TOTAL

g5

$

ECSD #1 ECSD #5

Treatment Costs $ 2,050,000 ¥ 3,900,000 & 805,000 $ 6,755,000

- Operafion & Maintenance 2,879,204 . 3,024,643 1,114,243 7.918,650

Net Transfer-{3ebt Service Fund* 900,639 575,634 158,219 1,634 402

" BAN Principal . ' o) 140,000 R 140,000

. Total Appropriations £ 5,829,843 % 8,540,277 $ 2,077,462 § 15,447,582
REVENUES - : .
Interest Eamed $ 43,685 64,316 13,348
Canneaction/inspeciion Fees 21,080 68,889 11,120
User Charge BB2,104 444 841 302,244
Cheektowaga T.D. #3 0 £53,929 1]
Woest Seneca T.D. #6 )] 005,265 a
E.C. Sawer District #1 (Includes Falrelm Adjust.) {(769,770Q) 769,770 Q
State (Wende)/County {Bfle. Correc. H&I), T. Alden .0 305,054 a
Fund Balance. 693,107 1,089,058 160,313
Clarence Town #2, #06, #7 & #9 g 0 214,236
Gearage/Administration Bldg. Shared Debt (69,758) 92,385 (22,628)

) " Total Revenue % 780417 . % 3,994,407 % 678,640 % 5453,464

Total Tax Levy $ 5040426 % 4,645,870 $ 1,398;822 % 10,994,118

Total Resources - $ 16,447,582

Net Transfer-Dabt Service Fund®

Debt Service (Bonds P&I) $ 1,180,551 680,155 § 205124
Less Capital Interést Apprap (38,633) (27,835) (15,000)
Lass EFC Subsidy (241 .279) © {76,688) (31,805
7 . MNetTransfer $ 900639 & 575,634 158,218



" Fomd:

220 -
Department: ~Sewer Bist, 1,4,5
Fond Center: 16110

i COUATY OF ERIR

awes - ] 2010 . -2010 2018
. . i - 2008 Lagirlakive. Adjusted” | Department Executive Legislative
Aoogunt  Approprizticns . Actnals’ . 2dopted- ., TEudget Reqguest Recomrendabion Adopted
505000 Office Suppliea B,105 - 22,650 , 22,650 Lo R ES500 1L, 650 11,650
585200 €lothing Supplies . 4,210 14,075 14,075 ©11,078 13,075 11,075
505600 Auto, Truck & Heavy Fouip Suppiie . 71,1%4 - 205,900 206,900 - 208,900 208,308 265,500
505800 Wedical & Health Supplies 733 4,250 4,250 4,250 4,250° 4,250
506200 Maibtenance £ Repais 122,294 . 383,300 283, 00 . 539,500 -259} 500 359,200
506400 Highwaey Suppliee 6,687 18,400 18,400 1e,200 7 13,400 18,420
510100 Cut .OF Area Travel - ) - oaar 4,000° 4, 0on N 4,000 4,000 4,000
5106200 Training And Education B 9,087 37,500 27,500 45,000 45,000 45,000
515008 Utility Charges ) X 11,152 22,600 22,000 22,000 © 2% D0 22,000
5160200 Professicnal Sves Contrnobd & Feed 5,236,116 6,409,144 6,408,144 7,455,316 7,455,218 © 7,455,918
516030 Mainteninee Contracts 34,763 131,500 122,500 . 51,700 51,700 51,700
530000 Other EXOEnEEs . - , 495 . 4,000 4,{100 1,200 ) 4,200 . +oa,200
$45000 Rental Charges . 5,654 25,000 - © 25,000 . 45,000 , 35,000 35,000
BS5NEQ0 NYSEFC Bond Adwinistrabive Fee 22,618 . ¢ 21,9€8 21,588 21,25¢ 21,250 21,250
551E00 Interest - BAN - - 1,129 - - T
555050 Insurancs Bremivms . 18,593 . 17,480 * 17,480 17,480 17,480 © R7,4280°
E£1410 Iab & Technidal B prmnt "g7,356 "i66,500° 166,500 177,800 177,880 ~177, 900
561430 EBullding, Grounds k Heavy Eguet - N - - 45,368 48,388 46,388
561440 Mobor Veklcled £9,728 214,000 z14, 600 3,000 30,000 30,000
570000 Interfund Transfire Suheidy 678,960 376,976 375,576 | 475,590 475,590 ) 475,590
570040 Inberfond Subaidy-Debt Service 1,534,028 1,831,078 1,829,549 1,774,492 o A, TTA492 1,774,452
575040 Taterfund Expense-TOtility Fund 413,103 * . 561,000 561, 0G0 583,440 563,440 T 583,440
910600 IT Purchaaing Services - . - - - 16,514 16,514
910700 ID Fleet Services ’ - - - - 7,749 7,729
912215 ID DPW Hail Srva t o= : - - - 5,100 5,100
912300 ID Highvays Services - . 2810 280 -1 | . . za0 200,
312730 ID Health Lab Sefvices 1,742 2,580 2,500 Lo - - -
814080 IN County-wide Resountd Budget . 145,304 ' 19,298 19,298 , 13,788 - 13,789 13,783
914000 IO County Attowner Sexvicea 23,205 27,400 27,400 ) 27,400 27,400 27,400
918000 I0 Sewexr Managemeat Services 3, P42, 649 4,648,262 4,648,763 4,537,863 2,877,747 4,577,747
580000 ID DISS Services . 51,521 45,362 45,362 © 72,113 2,272 2,272
Tot:al Appropriztions’ 12,558,475 15,215,363 - 15,215,353 16,247,582 16,447,582 16,447,582

96
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TABLE NO. 5.2
CURBENT OPERATING COSTS

2010 FCA REPORT

Current Budget
O&M $ 40215261 $ 10,814559 $ 10,355687 § 19,336,838 | § 80,722,345
Debt Service 16,049,334 766,000 26,191 1,720,706 18,562,731
Total $ 56,265095 § 11,580,559 $ 10,381,878 $ 21,057545!% 99,285,076

TABLE NO. 5.2
CURRENT OPERATING COSTS

2011 AMENDED

Current Budget
O&M $ 40215261 5 10814559 % 3029684 & 12753847 [$ 71,813,351
- Debt Service 16,049,834 766,000 26,191 1,616,273 15,458,298

Total $ 56265095 $ 11,580,559 $  B055875 § 14,370,120 | $ 90,271,649




TABLE NG.5.4
COST PER HOUSEHOLD

Current WIWT Costs
Annual O&M
Annual Debt Service
Cheektowaga
West Seneca
Erie Co. Sewer District 1 & 4
Wholesale Debt Service
Wholesale Revenues

Subtotal

Projected WWT & CSO Costs

(Current Dollars)
O&M - C50
Debt Service
Non-C50 Related Projects
C20C Projects
Cash Funded
Non-C50 Related Projects
CS0O Frolects
Wholesale Community Capital Costs
Cheektowaga
West beneca
Erie County Sewer District
Wholesale Community LTCF
Cheektowaga
West Seneca
Erie County Sewer District
Additional O&M
Future Costs Allocated to Wholesale

Subtotal
Total Current & Projected Costs

Residential Flow
Residential Share of Costs

Number of Households in Service Area

Cost Per Household (CPH}

$ 40,215,261 | $ 40,715,261 40,215,261 40,215,261
16,049,834 16,049,834 16,049,834 16,049,834
10,814,559 10,814,559
10,355,687 8,029,684
19,336,538 12,753,847
2,512,897 2,408,464
{12,046,101) (12,046,101} (11,246,101) (11,246,101)
% 44,218,994 | § 87,238 975 45,018,554 79,025,515
5 3,663,619 | § 8,663,619 3,663,619 3,663,619
44366,198 44,366,198 44,366,198 44,366,198
49,404,345 49,404,345 49,404 345 49,404,345
2,828,562 3,801,669
1,382,637 1,595,428
4,021,479 5,895,159
3,280,643 3,785,542
3,456,592 3,988,569
446,000 446,000

(27,281,565) (27,281,565)
% 70,152,597 | & 112,850,075 70,152,597 116,946,528
$ 114371591 | & 200,089,050 115,171,591 195,972,076
72% 75% 72% 75%
$ 82,395,599 | § 151,017,617 82,971,935 147,910,323
108,387 178,768 108,387 178,763
5 760 §$ 845 766 %27




TABLENOSS

RESIDENTIAL INDICATOR

Median Househeld Income (MET)

Census Data Year
Census Year MHI

MHI Adjustinent Factor
Adjusted MHI

Cost Per Household

Residential Indicator

Rating

2008
$29,973
2 59%
431,545

$760

1999
$30,931

2.59%
$44,974

$845

2008
$29,973

2.59%
$31,545

5766

2.43

High

1999
$30,931
2.5%%
340,574

5827

2.02

High




TABLE NO. 512
SCORING SUMMARY OF RI AND FCl

RI 241 High 2.06 High 2.43 High 7,02 High




APPENDIX D

630718-MEMO-001



mm\c\\.mv w“\“h\m\ —nf

aunjeuliy s saleuey yuounedsg

350D [e30L

"000°000°2E CT0Z Arglepusiy GJELl =040] pue tone)s dungd "pajd HOJIA0Y 0} SUCHEIHPOI
: 1 swijeqe OS5
Go0’00n’cs 5T0C RioiepuEy 10) E0JEW 9oJa) pUE SUONEIS dwing “Rpalg Heqdn ob1095) puE pedy WopPEH ¢ SUONEILPOIA
"000°05TE TToC AlDgepuBy EHUA. ATEJIUES Salpuy/paJpilld ud suoydis 30 UoHBuUltLi]:
*000°009% Z10C2 AonepuER DSS aieudli]z o3 403daDIsil] AN BUl 0] SUCISUSIXD Jomes ebnAen/a1ealiey
600’000 TS 0i0% Riozepley BUE] Y40 O 055 J9U12am Jom jeuliiR ol pesodoid jomas Jae Neadd HHON
‘0007 00v% 1102 SAISS| UL nojjeAouad pue uolippe Buipjing aoLo SOUBURIHIEL 1BMBS
IOREN|BAD pUR APTIS [BIIULDAY
ponelap DUWoio] pRUJap Bq 0] 5,055 218qe /T enalled o3 pepuaill] [2adidde uejd Juawl
“STEqY DAUASAN DUIMO|{0) EIERA JO IBGUINU & 18A0 [onsuoD aq 0] 1eplg JUSsSU0D DHdSAN
Wob$ o707 03 TT0Z VR T Japun padnbed 52 5,055 Sieuiwle 91 Hpo[01d SjuStUiann.ill JDISIP 1amas AlENUBS SNOLIRA

1503 ayep uepwdwod DAISS|LEd asading oefodd

pajoalond paijnbat 30 BIHISE Jo Adoepuaiy

GO/OL/Z Bujigsuibug QTOT Je0A I96png Ju SY
s15{0.d jepdeD pejsenalod
pled uswredag eBeMmoLSRyD JO WAMOL

(50-£ 7&Y) {oiddes



APPENDIX E

630718-MEMO-01



WHOLESALE COMMUNITY NON-REGULATORY CAPITAL COST

Collection Sysiem Length (ft) 1,056,000 939,849 1,438,000
Estimated Replacement Cost {($/f1) 200 200 200
Estimated Pipe Relining Cost ($/) - 100 -
Abave Ground Facifity Replacement Valug ($) - - 30,025,000
gf:ig:;ggf Eeﬁteaa’rﬂepiacemem Cost (8} 42,240,000 18,797,000 $57,560,000
St T ooy Ot @ Jo soomon ~
gc;l;i;}; ;ecr;ﬁf Ef;!:nrc:,reeaI(raround Facility Replacement {$} ) ) $6,005,000
Total Study Period Capital Investment 42,240,000 65,789,000 63,555,000
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.. - | Comment [£L]: The biggest unksown |
" with respect to capftal pesds for both of,

these sawérdistrictsara tha potentizt
ECSDNo. L -tollection system /f 550 regulations from |
s (Cayuga ORY disinfection piping: $20,000, estimated completion 2010. -the EPA. [n particutar, potential

e SAP CMMS Plant Maintenance Module Implementafion (RFP for services currently in [ zf;imn:aiﬁﬁnme i
review): $350,0004/- ECSD Mo. 1 shars, estimated completion 2011
¢  Tndustrial Park PS Traprovements: $300,000, estinated cornpletion 20157
«  Smaller projects (under $160,000) throughout the district completed through operations/year-
to-ycar budget ling items. This incledes $200 (J00 over the next five years Ior roof
replacements.

o Approgimatcly $100,000 per year contributed to collection systern cured in place pipe lining
coniract.

BCSD No, 4

s Glendale/Parkdale Sewer Rehabilitation Project: $650,000, estimated completion 2010,

e Vanderbilt 7S, Depew PS5, and Depew ORF Improvemeris: §3,500,000, estimated
completion 2011.

s  SAP CMMS Plant Maintenance Module Iimplementation (RFP for services curreatly in
review): $350,0004/- ECSD No. 4 share, estimated completion 2011,

e Aurora North PS Blimination Project: $4,000,000, estimated completion 2011 or 2012,

v Troquois PS Improvements (RFP for engineering evaluation to be issued soon): $800,000,
estimated completion 2014,

o Smaller projects (under $100,000) throughout the district completed through opetations/year-

to-vear budget live items. This includes $275,000 aver the next five years for roof

replacenients,

o Approx. $100,000 per year contiitnted to coliecton system cured in place pipe lining
contract.
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BUFFALO SEWER AUTHORITY

Report on Fiscal Year 2010-11 Rates and
: Charges for Sewer Servieces

August 14, 2010
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Buffalo Sewer Authority
1038 City Hall
Buffalo, NY 14202

To the Board Members of the Buffalo Sewer Authority

1 am pleased to submit my report on the adequacy of Fiscal Year July 1, 2010 — June 30, 2011 (Fiscal
Year 2010-11) rates and charges for sewer service in the City of Buffalo. The repori presents
backsround information regarding the Sewer System and the anticipated cash receipts and
disbursements of the Sewer System for the Fiscal Year 2010-11.

There will usually be differences between budgeted and actual resulis becanse events and circomstances
frequenily do not occur as expecied and those differences may be material. T have no responsibility to
update this report for evenis and circumstances ccemrring after the date of this report.

1 appreciate the opportunity to be of servics to the Sewer Authority and would be pleased {o answer any
questions you may have regarding the rate study methodology or findings.

Lisa A. Foti, CPA
Raie Consnltant

Buffalo, New York
August 14,2010 -
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SECTION I - INTRODUCTION

A, Overview of the Fiscal Year 2010-11 Rates

This report presents the rate findings for the City of Buffalo Sewet System. The Report presents
findings regarding the Fiscal Year 2010-11 revenue requirements of the Sewer System and the
adequacy of budgeted sewer rates and charges.

The report is structured in four sections:

L Iatroduction

I Revenue Requirements of the Sewer System
.  Sewer Rates and Revenues
IV.  Conclusions

Section I of the Report provides backgronnd. information regarding the Sewer System, as well as
an outline of the responsibilities of the Buffalo Sewer Authority (Aufhority) and City of Buffalo
(City). This Section also sunmarizes several potential rate-setting cbjectives for consideration
by the Authority and reviews the methodology, which was used in preparing the Report.

B. The Buffale Sewer System

The Buffalo Sewer Authority, a public benefit corporation, was created by an Act of the
Legistature in 1935, The Authority was given the responsibility for providing an effective means
of relieving the Niagara River from pollution by sewsage and waste. Operation of the sewage
treatiment plamt serving the City of Buffalo began by the Buffalo Sewer Authority on July 1,
1938, The Bixd Island Sewage Treatment Plant receives sewage from approximately 840 miles
of sewer and cladifies, deodorizes and disinfects if. The effluent finally discharged into the
Niagara River meets all Federal and State water quality stendayds. Solids removed from the
sewage in its passage through the plant are disposed of by incineration. The City’s waste water
generally includes liquids and waterborne solids from demestic, industrial or commercial uses, as
well as other water that has been used, whose quality has been degiaded, and discharged to the
sewage systenl.

C. The Roles of the Authority and the City

The Auitority establishes rates and charges for sewer service and related services to provide
sufficient revenus to pay the operating expenses of the system and for debt service (principal and
interest) on the Authority’s bonds. The Authority is responsible for financing capital
improvements to the Sewer System of the City of Buifalo. The Authority issues revenus bonds,
the proceeds of which are used to pay for capital improvements to the Sewser System. The
previously issued bonds and future bonds of the Authority ave backed by reveriues of the Sewer

Py



System, The City lias also granted the Authority the right to nse the agents, employees, records
and equipinent of the Division of Water, the Division of Treasury, Department of Audit and
Confrol, Department of Assessment and Department of Law. The City of Buffalo charges ths
Axthority for services rendered by City departrments.

D. Rate Seiting Consideraticns

¥ evaluating the rates and charges for sewer servics in the City of Buffalo, there ate 2 number of
potential objectives, which should be considered by the Sewer Authority:

Sufficient cash receipts must be raised by rates and charges and other scurces of
revenmes to setisfy the revenus requirements of the Sewer System;

e Rates and charges should be equitable and fair, in. the senss that chaiges lsvied on
different users reflect the associated costs incurred as a result of serving those
users; ~

o The rate shrocture should provide a reasonzbly stable and predictable flow of
Ievemue;

& The rate structure should be relatively simple and inexpensive to administer; end
s The rate struciure should beunderstandable to the customer.
E. Fiscal Year 201¢-11 Rate Methodoelogy and Repoxt Siructure

The Fiscal Year 2010-11 Rate Sindy has two prineipal composents:
e A determination of the cash requirements for the Sewer System in Fiscal Year
2010-11; and
e An analysis of the approved budgeted rates and charges and the anticipated annmat
budgeted cash receipts of the System.

Seetion T of the Report illustrates the cash requirements and henes revenue requited from the
Sewer System in Fiscal Year 2010-11, Section I summarizes the customert base, the expected
cash receipts from other sowrces and the amounts to be raised from user charges. ‘The
conclusions are presented in Section IV.

. Somrces of Data

The information atitized in the preparation of the Report was obtained from severzl sources.
Historical cash dishursements and cash receipts data was derived from the financial statements of
the Sewer Auihotity and the supporiing records for those staterments. Current information
concerning the Fiscal Year 2010-11 budget for the Sewer System, customer accoumt data and
sewer billings and anticipated cash receipis was obtained from the records of the Autherity.

J+41]



SECTION @I - REVENUE REQUIREMENTS

This section of the report provides an overview of the current cash requirements of the Sewer
System. Fiscal Year 2010-11 cash disbursements for the Sewer System can be classified into ten
major categories of cost. A description of each category and the current estimates of Fiscal Year
2010-11 cash disbursements are provided below. Estimated cash requxrements are provided for
each category of expenditure.

Debr Service ($12,146,000)

This category of cash dishursemenis includes the schieduled inferest payments o the debt service
tmstee in Fiscal Year 2010-11 on the ouistanding Sewer System: Revenus Bonds. The Fiscal
2010-11 Capital Plan incorporates a $20M Series M Environmental Facilities Corporation (BFC)
bond isswe, This bond is being issued in part fo support the Hamburg Drain Floatables Control
facility project (CWSRF project). Current projected costs of the CWSRF project total $18M. OF
the 318M in total costs an estimated $8.6M will be available for “prncipal forgiveness” under
the American Recovery and Reinvesiment Act (ARRA). Until this ARRA award is received the
bond will be issned in full &s a traditional shori-term interest free financing instrument. The
amotnt nltiraately responsible by the Authority will then be converted to a traditional long-term
subsidized bond when the project is at or near completion. The remaining available monies. from
the hond issue will be utilized to suppert the remainder of the Y 2010-11 Capital Plan along
with available monies from the Construction Fund. There is no anticipated short term principal
or interest due in FY 2010-11 on this issue.

The proceeds of the bond issues, together with interest earnings on avatlable funds, ars used for
three purposes:
s Deposits to the consiruction fand — This represents the zmoumt necessary to meet
the construction needs identified in the Authority’s Capital Improvement Plan.

e Deposits to the Debt Sexvice Reserve Fund — This is 2 standard requivement for
revenue bond issuss. The Reserve Fuind is intended to protect bondholders by
providing a dedicated fiind which is available to pay debt service in the svent the
Authority fails to make its amual priceipal and inferest payment. 1t is typically
structured o be equal to the maximum annual debt service, which occurs dunng
the term of the hond issue.

o (ost of issuance — These costs cover the expensss associated with bond
underwriters, aiforneys, consultants and related expenses.
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Genteral Administration (81,460,000

The management of the business end fiscal affairs of the Authority is the responsibility of the
Administrative Department. In general, these affairs imclude all fiscal operations such as
preparation and coritrol of operating and construction budgets, keeping of accounts and books of
records, billings and collsctions, purchasing, maintaining an insurance program against fire, theft
and public liability, preperation of all maiters relating to bond sales, preparatipn of payrolls and
payroll fecords, handling investments of funds, and other related matters.

Waste Water Treatutent Facilities (321,828,000

The Sewage Treatment Department is responsible for operation, maintenance and repaix of the
various facilities at the Bird Teland Treatment Plant and at the owtlying pumping station included
in the sewerage system. All tnmits of the plant have been maintained to insure contimuous
pumping, disinfection and freatment of domestic and industrial wastes in fulfillment of the
Authority’s basic requiremerts.

"The Bird Tsland lzboratory is an important plant adjunct. Personnel are continually frained io be
abreast of all techmological advances in the field of sanitary science.

Industrial Waste ($590,000)

The Indusirial Waste Section aperates an industiial wasts control program, which was developed
and initiated on Jamuary 1, 1976. This control program was institwted to enable the Buffalo
Sewer Anthority (Authority) to coraply with ifs Stafe Pollution Discharge Elimination System
(SPDES) permit and with Environment Protection Agency (EPA) requirerents associated with
the acceptance of fedeial aid by the Authority to upgrade existing facilities and to construct
secondary {reatment facilities. This control program has been updated and expanded to comply
with the requiremients of the BPA General Pretreatment Regulztions.

The primary objective of the Industrial Waste Section is to monitor and contro] these industrial
digcharges, as necessary, 10

o protect the public health,

protect the Teceiving streain quality (i.e. the Nizgara River),

enable the Authority to comply with its SPDES permit,

protect the integrity of the Authority’s facilities, and

administrate Tndustrial Surcharges and outside service area agreements and charges.
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Sewer System Engineering (§795,000)

The Engineering Department handles engineering studies, surveys, preparation of plans and
specifications, contract preparation, the construction budget 2nd construction supervision and
inspection. It coniinues to be actively engaged in design, and the preparation of contract
drawirigs and specifications for needed storm waler relief sewers and for sewer exfension for
Tocal area development, and in other work pertinent to the Authority’s operations.

Sewer Maintenance Department (32,795,000}

Routine inspection is mads of all sewers and of appurtenances of the system such as intercepiing
and overflow chambers and inverted siphons. Sewers, strect inlets and cafch basing are cleansd
both on a routine preventative maintenance basis and in response to flooding complaints. Sewer
repairs are made as necessary and aveusnally of an emergency nature.

The Sewer Maintenance Department also cares for the Hast Amberst Street retention basin and
pummping station. This basin, which has proven effective in flood prevention in the Kensinglon
area, is cleaned after every use and maintained in sanitary condition.

Employez Benefits (86,893,000)

Employes benefits includs the disbursemenis for the filge benefits provided fo the Authority
employees including hospital, dental and life inswranee, social seoutity, pension, unemployment
insurance and worker’s compensaiion. The Buffalo Sewer Authorities labor agreement with
C'SEA. Local 815, which is the white collar union of the Authority and with the Communications
Workers of America {CWA), the bine collar union was reached and runs through June 30, 2012
The contract provided a 12.75% increase over the five year contract period. The agreement also
addressed issues surrounding insurance, compensated absences, and the number of step morease
classifications.

City of Buffulo Services (52,900,000)

Services provided by the City of Buffalo ingluds Division of Water billings for sewer rent,
treasury functions, assessment of properties, and billing of sewer rent based on assessed value,
data pracessing and payroll services as well as legal and auditing services.
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Miscellaneons and Countingencies ($495,000)
Miscellaneous dishursements include a contingency provigion for judgments and claims, a sewer

rent adjustment and a contingency for unanticipated expenditures not otherwise covered in the
budget.

Capital Tmprovements Including Departmental Capital Quilays—QOn-Going Profects
(51,036,000

Deparimental capital outlays are budgeted capital improvements to be made io the System from
curent operating revenues,

The capital improvement fund is provided fo make necessary improvements to the system on an
as needed basis. Expected cash disbwsements must be adjusied to amive at fhe cash
requirgments for the Sewer System.

Debt Service Coverage Provision (81,822,000
Lastly, debt service coverage must be at 115% of debt service, Thus 15% of debt service must
be added to cash requiremenis,

Total Operation ard Maintenarce Costs for the Sewer System

Based on the preceding catsgories of cost, the fotal expected operation and maintenance. cash
disbursements for fhe Sewer System in Fiscal Year 2010-11 are $38,732,000.
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SECTION 01 SEWER RATES AND REVENUES

A, Sewer Renis

Ths authority has adopted a schiedule of sewer rates based upon the assessed valuation of real
estate and also based upon water usage, Additionally, the Authority provides for assigning
sanitary sewer construction costs to benefifing property owners as a condifion precedent to
granting a permit to connect such facilities. Ouilying communities alse utilize the services of the
facilities. This is provided under a separaie agreement with each of the mumicipalities.

Largest Customers of ihe Systent

An analysis of the customer base of the Sewer System shows that the users of the System are
diversified. Only two customers, OAB and BMHA represent more than 2% of ths sewer
billings, Bach of the customers is less thari 2.5% of the bilfed amouat for sewer.

Based on Authority billing records for Fiscal Year Ending June 30, 2009, the largest consumers
are ag follows:

Sewer Rent Industrial
on Assessed  Sewer Rent Waste Total Sewer
Custoimer Valpation  on Water Use Surcharge Rent

OAB 159,670 453,279 0 612,049
BMHA 192,629 378,014 0 570,643
ECMC 0 294,115 0 294,115
Niagara Mohawk 195,556 27,204 0 222,760
Ruffalo Board of Education 0 183,020 0 183,020
Seneca One 38,427 139,690 0 173,119
SUNYAB 0 166,206 0 166,206
Sorrento Cheess 3,795 0 148,324 152,119
Safety-Kleen 1,063 0 149,397 150,460
M&T 84,770 8,249 0 93,019
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B. Comparison of Buffalo Sewer Rates with the Rates of Gther Communities

A significant consideration in evaluating sewer 1ales is the reasonableness of current rafos and
charges compared to those of other communitiss. Rates for the City of Buffalo and other
municipalities within New York State have been compared for purposes of cornparison,
residential user charges are based upon informatjon provided by the identified cities and
standardized assumptions regarding water consumption namely 12,000 enbic feet or the
equivalent of 89,760 gallons. Annual water use at this volume figure is used consistently for
comparative purposes, Tecognizing that the typical customet in each class in each city may use
different volumes of sewer. Finally, average assessed value in each community was considered.

The results indicate that the Buffalo Sewer Authority’s rates are low on average in comparison to
other communities.

C. Rate Sefting Actions of the Buffalo Sewer Awthority

The total assessed value of property applicable for sewsr pmposes will increase by
$233,004,036, and the levy of sewer tents based on asssssed value for 2010-11 will remain
constant at $12,050,000. This will result in an annual sewer rent of approximately $1.69730309
per $1,000 of assessed valuztion which is an adjustment of (§.05759540) from the previous year.
All flat and metored accounts will contirue to be assessed a capacity/drainage charge af a
minimum of $6.00 per month, The estimated user payments for Fiscal Year 2010-11 reflect these
Sewer Authority actions.

D, Expected Fiscal Year 2009-10 Receipts and Projected Fiscal Year 2010-11 Recepits
Metered and Flat Sewer Rents

Rased on cumrent estimates, cash receipts fiom nser charges are expected to be approximately
$27.6M in Fiscal Year 2009-10, This is based upon unaudited cash receipts fhrough May 2010
and & projection for June 2010. The expocted cash receipts in Fiscal Year 2010-11 aro projected
at $26.4M. reflecting the declining trend in overall collection vates and the customer base in the

City of Buffalo Payments on curtent as well as in arrears accounts have been considered m this
projestion. '
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Assessment Sewer Rent (312,058,000)

The Authority also charges a sewer rent based upon the assessed valuafion of all real property in
the City (except as exempied by law). The totel assessment sewer rent is cxpocied to be
$12,058,000 for Fiscal Year 2010-11. This is based upon the estimated assessed velue of
chargesble property for fiscal year 2010-11, which remained constant from the previous year.

Ouiside City Contracts ($10,000,000)

There are currently eight setvice coniracts involving communities owtside the corporate hmits of
the city fiom which the Authority Teceives and treats sanitary sowage.

The coniract areas are billed in accordance with an agreement using actual measred flows that
are discharged info the Anthority’s facilities in relation to total flow teceived af the Treatment
Plant. Actual operating and maintenance costs and capital costs of the facilities used ave applied
to each billing, The charge for the ensuing fiscal year is in an amount representing the actual
capital and operating cosis to the Authotity over the most recenily complefed fiscal year of
treating the estimated flow from the district.

Industriol Waste ($1,815,000)

Tndustrial waste revenue zecoumts for less than 2.5% of Sewer Authorily tevenues. This category
mainly includes charges for hawling and surcharges relating to indusirial type waste from
commercial users of the system.

Inferest Fucome (31,468,000}

Tnterest income includes interest on investments from both the operating and debt service funds
which is considerahly lower than the prior year due to decreases in interest rates and mterest paid
on overdus accounts by users of the System. The amounts, which ave overdue, can fluctuate
from year to year. Since the interest penalty is computed on the basis of the overdue amoimnts,
the interest penalties would fluctuate from year to year as well.

Miscellanesis ($963,0006)

Miscellancons revenue includes user fees for specific services provided. These revemies are
derived from billing services for the Buffalo Sewer Authority.
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SECTYON IV — CONCLUSIONS

Based on the information presented in Sections I through T, current Anthority budget estimates
of cash receipts in Piscal Year 2010-11 are commensurale and in fact exceed the amount
required for the anticipated annual budgeted cash requirements and are consistent with the stated
goal of building a reserve balanes to alevel expected by rating agencies for an Autherity the size
of the Buffalo Sewer Authority.

No adjustments to curent rates and/or drainage/capacity charges are proposed for consideration
by the Awthority at this time.
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Exzhibit 1
ANTICIPATED FISCAL 2009-10 CASH REQUIREMENTS
Cash Requirements

Debt Service $12,146,000

Operating Disbursements:

Genesal admainistration $ 1,400,000
Waste Water Treatment Facilities 21,828,000
Industrial Waste 590?00(3
Sewer System Engineering ' 795,000
Sewer Maintenance Department 2,795,000
Employse benefits 6,893,000
City of Buffalo and Collection Services 2,900,000
Miscellaneous and contingency 495,000

Capital Improvements, including
Departmental capital outlays &

-G1-going projecis 1,036,000
Total operating disburssments 38.732.000
Total cash dishurseménts 50,878,000
Less amovmis available for use for
Capital Tnaprovemenis (1,036,000)
Add debt service coverage provision * 1.822 000
Total anticipated cash requirements $51.664.000

! Debi sexvice coverage is not required on capital lease payments.
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ANTICIPATED FISCAL 20106-11 CASH RECEIPTS

Cash Receipts
Operating Revenue:

Metered and Flat Sewer Rents
Assessment Sewer Rent
Qutside City Coriiracts
Industrial Waste

Other Revenues:
Interest Income

Miscellaneous
‘Toial anticipated cash receipts

13

% 26,396,000
12,058,000
10,000,000

1,815,000

1,468,000
963,000

Exhibit 2

$52.700.000
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Detailed Tables - American FactFinder Page 1of 1

- American FatFinde

.

P15, HOUSEHOLDS [1] - Universe: Houssholds
Data Set; Census 2000 Sumnmary Fite 1 {SF 1) 100-Peicent Data

MNOTE: For information on confidentiality prolection, nonsampling eror, definitions, and count corrections see
hwtpeiTactfinder.census.gowhomeale nidatanote stexpsii u.him,

| TOnited States|Erie County, New York|BUifala cily, New York Gheeltowaga GDP, New York Wast Senaca OB, Hew Vorkl
[Totall ios2s0101 380873 izl 4188 18,357}

U.8. Census Bureau
Census 2000

P15, POPULATION IN HOUSEHOLDS [11 - Universe: Population in households
Data Set; Census 2000 Summary File 1 (SFE 1) 100-Percent Data

NOTE; For information on confidentiality protection, nonsampling s, definiffens, and count comections s2e
bitrypfactinder oo nsus sovhomefen/datancles/exnsiInbim,
" [United States Erie Gounty, New York|Biffala cfiy, Haw YorkICheskionzaa GUF, New York| Wesl Seneca CDP, Hew Vork)
[Total]_273843,273] ) 9194741 281 5ozl . 79,084! 45,60]
.8, Census Bureau

Census 200K

P17, AVERAGE HOUSEHOLD SIZF [1] -~ Univesse: Households
Data Set: Census 2000 Summary File 1 (SF 1) 100-Percent Data

NOTE: Far information on confidentiality protection, nonsampling error, defirdifons, and count corrections ses
hitpiasiindst.census.aowhomalenddatanotesexpsiiu.him,

Lo [Unked States| Erie Gounty, Hew York]Buifalo city, Naw York| Cheskivwags CDP, New York] Yest Seneca COP, New Yoik
|Average household sizel 253 ~ 2.41] 2.23] 231! 24T}
U.8. Census Bursau
Census 2000

Standard Ervor/Variance documentation for this dafassl:
Accuracy of the Data: Census 2000 Summary File 1 {SF 1} 100-Percent Data (PDE 44KB)

http:/ffactfinder.census. gov/servlet/DTTable?_bm=y&-context=dt&-ds_name=DEC 2000_... 4/9/2010
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Buffalo city, New York

2005-2008 American Community Survey 3-Year Estimates - what's this?

Data Profile Hightights: )

" NOTE: A[thcsugﬁ the America‘n Community Survey {-ACS_)- pr_oci_u&;;;s Saﬁﬁi.a[ﬁéﬁ, 'demog'ra;:'-iﬁ and housing urit esﬁ}ﬁatéé,
Itis the Census Bureau's Population Esfimales Program that produces and disseminates the official estimates of the
population far the nation, states, countes, cifes and towns and eslimates of housing units for 'states and counties.

) Margin of
Social Characleristics - show more >= Estimate Percent .3, Ervar
Average housshald size 222 £ 2.81 +/-0.03
Average family size 3.04 &0 3.20 +-3.05
Populaiion 25 years and over 162,934 ) +-2,597
High school graduate oy higher [#:4) 80.2 84.5% 4
Bdchelar's degree or higher (X} 209 27.4% )
S\L\erl}an vetetahs (clvitian popitlation 18 years and 18,082 9p 104 a7
With a Disability () ) o] 5.9]
Forzlgn borh 13,400 5.2 12.5% +-1,688
Male, Now married, except separated (population
15 yoars and Over)’ 30,876 32.0 52.2% +-1,443
Female, Now married, excepl separated
(popuTa%ion 15 years and over) 29,500 6.3 48.2% +-1,341
Speak a language other than English af home ‘ -
{populaticn 5 years and aver) 28,444 12.1 18.6% +f-1,766
Household population 246,712 +-4,013
Group auarters population (k] (X) ) 4]
Economic Characteristios - shaw mote >> Estimate  Percent u.s. Margé‘:rgi
In labor force (population 16 years and over) 119,716 5B.5 65.2% +-2,120
Mean travel time to work in minufes (workers 18 s
yoars and over) 20.1 00 25.3 H#0.5
Meclian houisehald income {in 2008 inflation- ;
acjusted dollare) . . . 29,845 (X 52,475 +-880
[c\[ﬁoig?sr}; family income {in 2008 Inflation-adjusted 47,063 X 63,211 +/-1,503
S’;{ ;re;;;i’fa ingome (in 2008 inflation-adjusied 19,246 %) 27 466 +/-630
Families below poverty level X} 24.9 8.6% &
Individuals below poverty level (%) 295 13.2% ]
Housirig Characieristics - show more >> Estimate Percent u.s. Margél:rz:
Total housing units 140,195 +/-1,606
Qcoupied housing units 111,045 79.2 88.0% +-1,719
Qwner-occupied housing units 47,385 42.9 87.1% +-1,423
Benter-occupied housing units 63,360 5714 32.9% +-1,730
Yacant housing unils 29,154 208 12.0% +-1,494
Qumer-occupied homes 47,685 +-1,423
Median valua (deliars) 63,000 X} 192400 +1,740
Median of selecisd monthly owner costs
With a mortgages (dollars) 1,008 (¥ 1,508 +/-24
Not merigaged (dollars) 429 (X) 425 +-14
ACS Demographic Estimates - show mars > Estimate  Percent ug, Ma rgé;:rgi
Total population 059,143 +-4,221

http:/ifactfinder.census.gov/servle/ ACSSAFFFacts?_event=Search&geo_1d=06000US3602... 9/9/2010
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Male . 122,758 47.4 48.3% +-2,608
Femala 186,385 526  50.7%  +/-2,386
Median age (years) 34.2 &0 36.7 +H0.7
Under & years 15,675 6.0 5.9% +-855
18 years and over 196,891 760 75.8% +£3,243
65 years and over 31,668 122 12.6% ++1,165
One race 252,553 87.5 97.8% +/4,320
White 135,350 52.2 T4.3% +3,518

- Black or African American 101,297 3. 12.3% +-2,112
American Indian and Alaska MNative 1,857 0.7 0.8% +-502
Asian 4,358 1.7 4.4% +/-860
Native Hawailan and Othat Paeific lslander 0 0.0 0.1% +-153
Some other race 9,687 3.7 5.8% +-1,155
Two of more races 6,584 25 2.2% 1,110
Hispanie or Latino {of any race) 22,584 87 15.1% +-1,017

Souree: LLS. Census Bureau, 2008-2008 Americat Community Survey

Explaration of Symbols:

wem , The median fallz in the lowest interval or upper interval of an open-anded distribution. A statistical fest is not appropriate.
wixxkl L Tha petimata is controfletl. A statisticat test for sampling veriabilily is not appropriaie.

"' - Data for this neongraphic area cannct be dieplayed becauss the number of sample cases [s 100 small.

(0" - The value is not applicabls or not avaiiable.

o
2
sy,

The latters PDF or symbol 7= indicate a dosument Is In ke Poriable Dacument Format (POF). To view the fils you wlll
need the Adcbe® Acrobai® Reader, which is avallable for fres from the Adobe web site.

Itip:fffactfinder.census, gaviserviet/ ACSS AT acts?_event=Search&geo_id=06000US3602... 9/9/2010
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2000 U.S. Cenus Tract Data Households By Sewer Service Area
=1
Median Houshoeld g g Total
Census Tract Inconte Houscholds E ; % :ig Households
(MHI) g g E ég
0097.01 $46,250 1,368 . 1,368 - - 1,368
0097.02 $44,293 2,020 2,020 - 2,020
0098 $36,893 739 - 739 - - 739
0099 $29.420 1,722 - - 1,722 - 1,722
0160.01 $38,821 1,282 - - 1,282 - 1,282
0100.02 $31,292 2277 - - 2277 - 2,277
0100.03 $36,033 1,672 - - 1,672 “ 1,672
0101.01 $40,599 2,057 - - 2,057 - 2,057
0101.02 $25,929 1,769 - - 1,769 - 1,769
0101.03 $36,730 1,761 - - 1,761 - 1,761
0102 38,098 3,111 - - 3,111 - 3,111
0103 $30,129 565 - - 565 - 365
0104 $29,235 944 - - 944 - 944
0105 534,087 1,053 - - 1,053 - 1,053
0106 $33,052 1,155 - - 1,155 - 1,155
0107 $38,547 1,225 - - 1,225 - 1,225
0108.03 $40,344 839 588 - 251 - 830
0108.04 $51,488 1,607 1,607 - - - 1,607
0108.05 $53,385 2,165 2,165 - - - 2,165
0108.06 $46.411 3,172 3,172 - - - 3,172
0108.07 $41,687 2,250 2,250 - - - 2,250
010%.01 $35,858 1,155 - - 1,155 - 1,155
0109.02 $29,463 2,347 1,173 - 1,174 - 2,347
0110 540,183 801 - - 201 - 801
0111 $34,013 873 - - 873 - 873
0112 $49,550 2,585 2,585 - - - 2,585
0113 $39.616 2,152 1,292 - - 860 2,152
0114 $33,833 1,048 - - - 1,048 1,048
0115 541,643 044 - - - 644 644
01156 $41.987 1,602 0 - - 1,002 1,002
0117 $41,378 1,814 - - - 1,814 1,814
0118 $45.614 1,567 - - - 1,567 1,567
0119.01 $0 0 - - - 0 0
0119.02 $57.062 2,057 - - - 2,657 2,657
0120.01 $41,278 1,707 - - - 529 529
0120.02 £49.016 1,303 - . - 951 951
0120.03 $54,896 1,869 - - - 1,869 1,869
0142.03 360417 2,827 - 2,120 - - 2,120
0142.04 546,116 1,377 - 550 - - 550
0142.05 §57,572 3,469 - 2,428 - - 2,428
0143 545,317 2,647 - 2,647 - - 2,647
0144 532,614 2,091 - 2,091 - - 2091
0145.01 347,454 1,515 - 1,515 - - 1,515
0145.02 $30,862 1,144 - 1,144 - - 1,144
0149.03 $50,333 2,198 - 45 - - 45
0149.04 $26,875 9 - 9 - - 9
TOTAL: 75,554 74,832 16,576 24,847 12,941 69,296
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Thus, this document has included documentation of Buffalo's clearly unique financial
conditions for consideration.

It is important to note that BSA. does not consider the affordability determination, as
formulated in the Guidance, as valid. In fact, due to the significant shortcomings of the
Guidance's approach and lack of local economic considerations, the financial capability
of Buffalo cannot be adequately determined under the standardized approach proffered
by the Guidance.

This report includes supporting data that will demonstrate that Buffalo is extremely
impoverished and losing population. Many of its residents live below the poverty line
and are already highly burdened by the cost of wastewater services. Due to the extreme
affordability limitations of its customer base, BSA, on behalf of the City, must pursue a
LTCP that is both technically practical and affordable. This objective should be
achievable based on solid technical and scientific rationale in the development of the
final L.TCP, and must include a schedule that is realistic and reasonable for the
community.

2 EPA, Office of Wastewater Management; Combined Sewer Overflows ~ Guidance for Financial
Capability Assessment and Schedule Developement, Final, (Washington, D.C., February 1997), p.10.

630718 (1) 2 CRA INFRASTRUCTURE & ENGINEERING, INC.



	COVER
	1.0 INTRODUCTION
	2.0 BACKGROUND − BUFFALO'S LTCP AND FCA
	3.0 EPA'S FINANCIAL CAPABILITIES ASSESSMENT GUIDANCE
	3.1 SUGGESTED GUIDANCE BASED APPROACH
	3.2 GUIDANCE LIMITATIONS AND SHORTCOMING RELATIVE TO THECITY OF BUFFALO
	3.2.1 AFFORDABILITY DETERMINATION
	3.2.2 SNAPSHOT APPROACH
	3.2.3 LOW INCOME HOUSEHOLDS
	3.2.4 EXCLUSIVELY EXPENSE-BASED ANALYSIS/APPROACH
	3.2.5 COST ALLOCATION IMPLICATIONS
	3.2.6 CPH VERSUS RATE BASED PROJECTIONS
	3.2.7 CAPITAL COST ESTIMATING AND FINANCING
	3.2.8 SERVICE AREA AND WHOLESALE COMMUNITIES
	3.2.9 BSA'S CONSTITUTIONAL DEBT LIMIT

	4.0 MAJOR REVISIONS TO THE 2004 FCA
	4.1 RESIDENTIAL FLOW
	4.2 CAPITAL PLAN HORIZON
	4.3 DEBT SERVICE
	4.4 CAPITAL CONSTRUCTION COST UPDATE
	4.5 FUTURE LTCP OPERATION AND MAINTENANCE PROJECTIONS

	5.0 FINANCIAL CAPABILITY ASSESSMENT BASED ON GUIDANCE
	5.1 SOURCES OF DATA AND SUPPORTING INFORMATION
	5.2 THE RESIDENTIAL INDICATOR
	5.2.1 CURRENT OPERATIONS AND MAINTENANCE EXPENSES
	5.2.2 PROJECTED WASTEWATER AND CSO COSTS
	5.2.3 RESIDENTIAL ALLOCATION
	5.2.4 NUMBER OF HOUSEHOLDS
	5.2.5 COST PER HOUSEHOLD
	5.2.6 MEDIAN HOUSEHOLD INCOME
	5.2.7 RESIDENTIAL INDICATOR AND RATING
	5.3 FINANCIAL CAPABILITY INDICATORS
	5.3.1 NET DEBT AS A PERCENTAGE OF FMPV
	5.3.2 UNEMPLOYMENT RATE
	5.3.3 MEDIAN HOUSEHOLD INCOME
	5.3.4 TAX REVENUES
	5.3.5 PROPERTY TAX COLLECTION RATE
	5.3.6 FINANCIAL CAPABILITY SCORE
	5.4 FINANCIAL CAPABILITIES MATRIX

	6.0 OTHER LOCAL FACTORS AND NECESSARY CONSIDERATIONS
	FIGURE NO. 3.1
	FIGURE NO. 5.1
	FIGURE NO. 5.2
	FIGURE NO. 5.3
	FIGURE NO. 6.1
	TABLE NO. 2.1
	TABLE NO. 2.2
	TABLE NO. 3.1
	TABLE NO.5.1
	TABLE NO. 5.2
	TABLE NO. 5.3
	TABLE NO. 5.4
	TABLE NO. 5.5
	TABLE NO. 5.6
	TABLE NO. 5.7
	TABLE NO. 5.8
	TABLE NO. 5.9
	TABLE NO. 5.10
	TABLE NO. 5.11
	TABLE NO. 5.12
	TABLE NO. 5.13
	TABLE NO. 6.1
	APPENDIX A
	APPENDIX B
	630718-RPT1-Addendum 1(From CRA not from EPA).pdf
	630718-RPT1 Addendum 1
	Appendix A
	Appendix B
	Appendix C
	Appendix D
	Appendix E
	Appendix F
	Appendix G
	Appendix H
	Appendix I
	Appendix J

	Blank Page



