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CITY OF NIAGARA FALLS

Overview

* The City of Niagara Falls had a
population of 50,193 in 2010, less than
half as much as at its peak in 1960.

The City of Niagara Falls has struggled through
decades of population losses, rising crime
and repeated attempts to reinvent itself from a

manufacturing town with some tourism to a major * The City’s median household income
tourist destination. In recent years, the City had of $31,452 in 2010 was below the
benefitted from two significant new sources of State $37,607 median for all cities and the
aid revenue: increased State revenue sharing and State median of $55,603; 17.6 percent

the “local share” of payments made by the Seneca of its families live in poverty, compared
Nation to the State related to the new Seneca- to 10.8 percent statewide.

Niagara Casino, located in the City. © The rredhen ferms pites T e

Falls is $65,400, compared with the
median city’s price of $96,000, and
13.8 percent of its buildings are vacant,
well above the 9.2 percent vacancy

Just as Niagara Falls seemed to be making
headway — building up reserves and investing

in economic development activities to attract
businesses — a dispute between the Seneca
Nation and the State of New York has resulted in

rate for the median city.

the City losing as much as $60 million in revenue. * The City has exhausted 77 percent

As a result, in 2010 and 2011 Niagara Falls spent of its Constitutional Tax Limit and 76
down its fund balance in anticipation of receiving percent of its Constitutional Debt Limit,
this revenue, and appealed to the State for a compared with the median city’s 44
“bridge loan.” The City’s 2013 executive budget and 23 percent, respectively.

proposal called for significant layoffs, program
cutbacks and property tax increases, some of
which may be reduced by a recently-enacted
$13.5 million spin-up of New York Power Authority
payments to the City.

* Despite these challenges, compact
revenues from the Seneca-Niagara
Casino had enabled the City to build
up a relatively healthy fund balance of
26.4 percent of general fund revenues
before this revenue source dried up
due to a dispute between the Seneca
Nation and the State.
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Population and Economic Factors

Although the City’s failure to receive planned casino revenue has significantly impacted

its current fiscal condition, Niagara Falls’ problems are chronic in nature. At a population
of 50,193 in 2010, Niagara Falls is literally less than half the city it was in 1960. During the
first half of the 20th century, cheap hydroelectric power generated by the Niagara Falls
Power Project attracted manufacturing plants and workers. At its peak in 1960, Niagara
Falls’ population was 102,394. The City’s decline has been nearly as precipitous as its rise.
By 2010, Niagara Falls had lost 51 percent of its population, the largest percentage drop in
population from 1960 to 2010 for any city in New York State.

Niagara Falls’ median income of

$3a11?f52 iSaWZ” bz(ljo?/v thg oStaeteo Buffalo-Niagara Falls Metropolitan Statistical Area (MSA)
average of $55,603 and below that of
the median city ($37,607). Its poverty
rate is higher, with 17.6 percent of its
families living in poverty, compared
with 10.8 percent statewide. And

the City’s September unemployment
rate of 11.4 percent was significantly
higher than the statewide rate of

8.2 percent. Niagara Falls also has
high crime rates: according to FBI
statistics for 2009, the City ranked Legend
fourth in violent crimes per capita and [ counties
second in property crimes and crime I cities
overall among New York’s cities. | Villages

l:l Towns

Indian Reservations

Niagara Falls, NY
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Tax Base

As its manufacturing base declined, Niagara Falls attempted to re-emphasize its identity as a
tourist destination in the 1970s. The City’s plan hinged on razing much of the existing downtown
on Old Falls Street to build a large complex that included an indoor outlet mall meant to attract
tourists returning from Canada, a giant convention center, new office buildings, a glass-enclosed
“winter garden,” and parking garages. By the turn of the 21st century, however, the buildings
were mostly empty, and the indoor garden was closed.

More recently, the Seneca-Niagara Casino and hotel complex has replaced the convention
center, the mall is currently being redeveloped into a culinary school with retail and restaurant
spaces available, and the building that once held the winter garden has been taken down to
create better pedestrian access from the downtown complex to Niagara Falls State Park.

The impact of the casino and
the redevelopment efforts on
the City’s tax base is unclear.
Property values have risen by
a modest 19 percent over the
past ten years (2002 to 2012), Median Home Value $65,400 $96,000
averaging 1.7 percent per year, Vacant Units 13.8% 9.29%
compared with a statewide
average of 4.2 percent for all Exempt from Tax
cities. As of 2010, Niagara

Falls’ median home value was $65,400, well below the average for New York’s cities (excluding
New York City). In addition, the housing vacancy rate in the City was nearly 14 percent, also
above the State average. And, partly due to the casino’s tax-exempt status, the City has a
higher-than-average portion of property that is exempt from taxation — 44.8 percent, compared
with the median city’s 32.0 percent.

Home Ownership 55.0% 49.5%

44.8% 32.0%

Another issue facing Niagara Falls is its proximity to its Constitutional Tax Limit (CTL). Unlike the
recently-enacted property tax levy limit which caps the growth in levy from one year to the next
(with the opportunity to override), the CTL caps the total amount of property taxes cities, villages
and counties in New York State are allowed to levy. Most cities are not in danger of exceeding
this limit, which is set at 2 percent of the five-year average of their full valuation (with certain
exclusions). However, in 2004, Niagara Falls came very close to its limit, and by 2006, the

City was within 2 percentage points of it, giving the City very little flexibility to increase its levy.
Although the City had a more comfortable tax margin of about 23 percent ($6.3 million) as of
2012, it is still considered close, especially since the City’s property value growth remains slow,
suppressing growth in the CTL.
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Revenues and Expenditures

On an annual average basis, City

revenues do not appear to have Niuguru FG"S T(]X Levy Vs. CTI., 200] [0] 20]2

grown at all between 2001 and 2011,
while expenditures increased at a
rate of 2.7 percent. However, this $25
masks a great deal of fluctuation,

and makes it appear as though the
City has generally spent far more
than it collected. In fact, Niagara Falls
has managed to keep expenditure ::::i::";";’zzj';i’; t':‘;; L
growth within available revenues for Tax Levy - Municipal Purpose
most of the past ten years, building
up a relatively healthy fund balance
in the process. This balancing act
was dependent in large part on one

revenue source: Niagara Falls’ share Annual Average Growth in Revenues and Expenditures,

of State funds that were collected from . -
the Seneca-Niagara Casino, According 2001 to 2011, Niagara Falls vs. All Cities (excl. NYC)

to a negotiated compact, the Seneca
Nation agreed to pay the State a
portion of profits from several casinos,
in exchange for exclusive rights to
offer Class Ill gaming in a large part of
western New York. A share of these
revenues would be apportioned to the
local communities hosting the casinos 0.0%

after they were collected by the State, Niagara Falls All Cities (excl. NYC)
in order to pay for increased local )
expenditures required by the casino,
such as public safety and infrastructure

expansion, as well as to help fund
economic development programs. Niagara Falls Major Revenue Sources, 2001-2011

In 2009, however, the Seneca Nation 50
ceased making compact payments to 545
New York State. The stated reason $40
was that by instituting slot machines $35
at racetracks in Hamburg, Batavia $30

i —————
and the Finger Lakes, as well as $25 0—0—.———/_
by permitting a gambling device $20
$15 | Bty —a———a— " “

called “Moxie Mania” in taverns and

restaurants, the State had violated the $;g o Real Property Taxes And Assessments
terms of that agreement. New York $0 State Aid

State, in turn, halted payment to the 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
cities of their local shares, depriving
Niagara Falls of $60 million to date.
Although the State has recently entered into binding arbitration with the Seneca Nation for a
resolution to the matter, it is uncertain when or how it will be resolved.

$30

$20

Millions
“
=Y
[3,}

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

H Revenues u Expenditures

Millions
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Current and Projected Budget Situation

In 2011, the City’s unresricted Niagara Falls General Fund Unreserved Fund Balance,
general fund (GF) balance declined

from $21.2 million (25.2 percent of 2000-2011

total GF revenues) to $13.7 million
(17.0 percent) as the City drew on $20.8 $21.2
these reserves to help fill the gap $18.1

created by the loss of the casino $16.0

revenues. In the spring of 2012,
the City Controller estimated that
the City faced a cash deficit of $21 $7.1
million by the end of 2012 if no
resolution is found, and the City
Council voted to enact spending $0
restrictions on all but the most basic 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011*
of Clty services until the situation * Assigned and Unassigned Fund Balance

was resolved. In November, the
mayor presented what he called a
“disaster budget” for 2013, requiring layoffs of 20 existing full time staff, eliminating existing
open positions and precluding the hire of many seasonal employees for summer programs.
Shortly thereafter, the State authorized the New York Power Authority to convert an $850,000
annual payment stream that it would otherwise have provided the City with over the next 44
years, into an equivalently valued lump-sum amount of approximately $13.45 million. This
should help ameliorate some budget pressures for the City in 2013, but presents a long-term
risk to the City of lost future revenue if the arbitration does not result in any casino payments.

Millions

4.7
$5 $4.4 $4.4 $

Bond Ratings and Debt

As of its most recent bond issuance in 2011, the City was rated A2 by Moody’s Investors
Service, BBB+ by Standard and Poor’s Ratings Service (S&P), and A by Fitch Ratings. These
ratings are all in the medium grade range. The main factors counting against the City were
the lack of certainty with respect to the casino revenue and the City’s negative long-term
demographic trends and high unemployment compared with the rest of the State.

The City also carries a fairly high debt burden, especially when measured against the City’s
full value, having exhausted approximately 76 percent of its constitutional debt limit as of

2011, compared to the median city’s 23 percent exhausted. Total outstanding debt more than
doubled from $33.5 million in 2006 to $69.7 million in 2007, and reached $73.8 million by 2011.
Nonetheless, the City’s outstanding debt of $1,470 per capita is only slightly higher than the
median city’s debt per capita of $1,300, and its debt service payments represent a below-
median percentage of revenue, at 6.1 percent, as compared to 8.4 percent for the median city.

Thomas P. DiNapoli * New York State Comptroller 2012 FISCAL PROFILE “




Population 2010: 50,193

Demographic Indicators
Percent Change in Population 1950-2010
Median Household Income, 2010
Percentage of Families in Poverty 2010
Unemployment Rate September 2012
Property Value Indicators
Median Home Value 2010
Percent Change in Full Value 2007-2012
Owner-Occupied Housing Units 2010
Property Vacancy Rate 2010

Percentage of Property Value That is
Tax Exempt 2010

Revenue and Tax Indicators

State Revenue Sharing Aid (AIM) per
Capita SFY 2012-13

Tax Limit Exhausted 2012

GF Unreserved Fund Balance as a %
of Revenue 2007
GF Unreserved Fund Balance as a %
of Revenue 2011

$354.52
77%

19.8%

17.0%

$146.80
44%

13.1%

10.1%

$289.50
N/A

15.7%

13.2%

31%
$55,603
10.8%
8.2%

$303,900
5.4%
53.3%
9.7%

25.6%

N/A
N/A

N/A

N/A

Source: U.S. Census Bureau, American Community Survey, 5-year estimates, 2006-2010 and 2010 Census; Department of
Taxation and Finance; New York State Labor Department; Office of the State Comptroller.
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Thomas P. DiNapoli - New York State Comptroller

Division of Local Government and School Accountability

Central Office  Directory

Andrew A. SanFilippo, Executive Deputy Comptroller

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

Executive 474-4037
Steven J. Hancox, Deputy Comptroller
Nathaalie N. Carey, Assistant Comptroller

Audits, Local Government Services and Professional Standards 474-5404
(Audits, Technical Assistance, Accounting and Audit Standards)

Local Government and School Accountability Help Line (855)478-5472 or 408-4934
(Electronic Filing, Financial Reporting, Justice Courts, Training)

New York State Retirement System
Retirement Information Services
Inquiries on Employee Benefits and Programs 474-7736

Bureau of Member Services 474-1101
Monthly Reporting Inquiries 474-1080
Audits and Plan Changes 474-0167
All Other Employer Inquiries 474-6535

Division of Legal Services
Municipal Law Section ... 474-5586

Other OSC Offices
Bureau of State Expenditures ..486-3017

Bureau of State Contracts 474-4622

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

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

Regional Office  Directory

Andrew A. SanFilippo, Executive Deputy Comptroller

Steven J. Hancox, Deputy Comptroller (518) 474-4037
Nathaalie N. Carey, Assistant Comptroller

Cole H. Hickland, Director « Jack Dougherty, Director
Direct Services (518) 474-5480

BINGHAMTON REGIONAL OFFICE - H. Todd Eames, Chief Examiner
State Office Building, Suite 1702 - 44 Hawley Street - Binghamton, New York 13901-4417
Tel (607) 721-8306 « Fax (607) 721-8313 « Email: Muni-Binghamton@osc.state.ny.us
Serving: Broome, Chenango, Cortland, Delaware, Otsego, Schoharie, Sullivan, Tioga, Tompkins counties

BUFFALO REGIONAL OFFICE - Robert Meller, Chief Examiner

295 Main Street, Suite 1032 - Buffalo, New York 14203-2510

Tel (716) 847-3647 - Fax (716) 847-3643 - Email: Muni-Buffalo@osc.state.ny.us
Serving: Allegany, Cattaraugus, Chautauqua, Erie, Genesee, Niagara, Orleans, Wyoming counties

GLENS FALLS REGIONAL OFFICE - Jeffrey P. Leonard, Chief Examiner

One Broad Street Plaza - Glens Falls, New York 12801-4396

Tel (518) 793-0057 - Fax (518) 793-5797 - Email: Muni-GlensFalls@osc.state.ny.us

Serving: Albany, Clinton, Essex, Franklin, Fulton, Hamilton, Montgomery, Rensselaer, Saratoga, Schenectady, Warren, Washington counties

HAUPPAUGE REGIONAL OFFICE - Ira McCracken, Chief Examiner

NYS Office Building, Room 3A10 - Veterans Memorial Highway « Hauppauge, New York 11788-5533
Tel (631) 952-6534 - Fax (631) 952-6530 « Email: Muni-Hauppauge@osc.state.ny.us

Serving: Nassau, Suffolk counties

NEWBURGH REGIONAL OFFICE - Christopher J. Ellis, Chief Examiner
33 Airport Center Drive, Suite 103 - New Windsor, New York 12553-4725

Tel (845) 567-0858 - Fax (845) 567-0080 - Email: Muni-Newburgh@osc.state.ny.us
Serving: Columbia, Dutchess, Greene, Orange, Putnam, Rockland, Ulster, Westchester counties

ROCHESTER REGIONAL OFFICE - Edward V. Grant Jr., Chief Examiner

The Powers Building « 16 West Main Street — Suite 522 « Rochester, New York 14614-1608
Tel (585) 454-2460 - Fax (585) 454-3545 - Email: Muni-Rochester@osc.state.ny.us

Serving: Cayuga, Chemung, Livingston, Monroe, Ontario, Schuyler, Seneca, Steuben, Wayne, Yates counties

SYRACUSE REGIONAL OFFICE - Rebecca Wilcox, Chief Examiner

State Office Building, Room 409 - 333 E. Washington Street « Syracuse, New York 13202-1428
Tel (315) 428-4192 - Fax (315) 426-2119 « Email: Muni-Syracuse@osc.state.ny.us

Serving: Herkimer, Jefferson, Lewis, Madison, Oneida, Onondaga, Oswego, St. Lawrence counties

STATEWIDE AUDIT - Ann C. Singer, Chief Examiner
State Office Building, Suite 1702 - 44 Hawley Street - Binghamton, New York 13901-4417
Tel (607) 721-8306 - Fax (607) 721-8313
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New York State
Office of the State Comptroller

Division of Local Government and School Accountability
110 State Street, 12th Floor * Albany, New York 12236
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