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The agreement reached this week 
between the New York Power Authority and 
local officials caps a tenuous six months 
of negotiating. Based on the observations 
of one removed observer, the $279 million 
deal is something all parties concerned can 
feel pretty good about.

Lea-Rachel Kosnik, an assistant professor 
of economics at the University of Missouri-
St. Louis, said the Power Authority probably 
had “the stronger hand” in negotiations by 
virtue of its experience in operating eight 
hydropower-generation sites and several 
smaller power projects.

“My research has shown that if you’re 
a multiple owner, if you have experience 
and you own more than one project, you’re 
usually good at it and the process will pro-
duce better outcomes for the owner,” said 
Kosnik, who was named to an independent 
dispute-resolution panel by the Federal 
Energy Regulatory Commission this sum-
mer. NYPA officials “probably know what 
they’re doing,” she said, perhaps more so 
than local officials less familiar with hydro-
power-related issues.

At the same time, said Kosnik, it’s rare 
for a relicensing settlement to address 
economic development to the extent that 
that this deal does. It’s not likely federal 
regulators would have sanctioned such 
benefits unless the negotiating parties 
reached such an agreement, as they did 
in this case. 

“I think for the New York Power Author-
ity to have to share profits is a little bit 
odd. It probably was a little bit of a politi-
cal concession,” Kosnik said in a Dec. 6 
telephone interview from St. Louis, adding 
that she was not surprised that proceeds 
from Niagara hydropower became a central 
focus of the relicensing debate. “But I have 
a feeling FERC would not have bought that 
argument.”

In that sense, Buffalo and Erie Coun-
ty officials can be pleased that these deal 
terms were reached in negotiations with 
NYPA, rather than at FERC’s discretion, 
which is how compensation would have 
been determined if local parties had not 
reached agreement.

NYPA’s application and all settlements 
are now under review and have yet to win 
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dollars necessary to transform thousands 
of acres along Buffalo’s inner and outer har-
bors into a viable waterfront community.

“The difference between today and years 
past is that past (waterfront) planning 
efforts were based on ‘best efforts’ to find 
funds after plans were announced,” Rose-
now said. “Now, we have the money coming 
in ahead of the plan.”

The future of the waterfront is now one 
that can rely on annual payments of $3.5 
million to Rosenow’s agency for capital con-
struction and redevelopment efforts. That 
money can be leveraged into a $65 million-
to-$70 million financial pool, depending on 
a number of factors, including the strength 
of Wall Street’s bond market and interest 
rates, said Larry Quinn, agency vice chair-
man and Buffalo Sabres managing partner.

The first of those payments won’t come 
for another two years, but between now 
and then, the agency will receive $4 million 
in advance settlements.

“No doubt the level of expectations has 
been ratcheted up,” Rosenow said. “But that 
doesn’t mean we can satisfy everyone who 
wants something to happen there tomor-
row.”

The first shovel to hit the ground may 
be one year – or longer – away from hap-
pening. Infrastructure will include basic 
services such as new roadways, water and 
sewer lines.

“Projects take time to mature into con-
struction,” Rosenow said. “Remember this: 
Private investment follows public invest-
ment, and private investment looks for stra-
tegic investments.”

Rep. Brian Higgins, D-Buffalo, who was 
instrumental in getting the larger-than-
expected settlement from the Power Author-
ity, said the new influx of dollars will reap a 
huge payoff for the city and region.

“We can wisely use the settlement dollars 
to leverage private-sector development,” 
Higgins said.

The development agency has one big-
ticket project on its docket: the ongoing 
negotiations with Bass Pro Shops to con-
vert Memorial Auditorium into a 250,000-
square-foot store.

“This is separate from Bass Pro,” Rose-
now said.

The city’s development focus is being 
extended to the waterfront with HSBC 
Arena – which will mark its 10th anniver-

sary in the fall – already in place.
Bass Pro’s transformation of the Aud 

remains in the pipeline, as does demolition 
of the Donovan State Office Building.

The Seneca Nation of Indians plans to open 
a casino in that area in the next 24 months, 
and a development consortium headed by 
Uniland Development Co. and Opus Devel-
opment is working with the Niagara Frontier 
Transportation Authority on a $350 million 
mixed-use project slated for 120 acres of 
waterfront owned by the NFTA.

“The NYPA settlement is a great first 
step,” said Carl Montante Jr., Uniland vice 
president of marketing and strategic devel-
opment. “Our waterfront will become a true 
destination for tourists and residents to the 
extent that both public and private funding 
is committed. When people are drawn to 
the water for a variety of different purposes, 
it will become an economic engine for the 
region.”

While optimism runs deep, officials 
stress that many hurdles have to be crossed 
before work can begin. Among the issues 
to be addressed are environmental testing, 
land acquisitions, municipal approvals and 
urban planning. The deal is far different 
from the $2 million-a-year deal NYPA first 
offered.

For Higgins, a better settlement became a 
personal mission.

“This gives us a fighting chance,” Higgins 
said.

The result means that some stretches of 
the waterfront that produce just $47,000 in 
annual taxes could soon generate $30 mil-
lion for Buffalo and Erie County.

“If we can turn this around, control 
boards and misery will be things of the 
past,” Quinn said.

Quinn admits that no one project will 
individually turn the waterfront around. 
HSBC Arena, coupled with the Bass Pro 
store and the Seneca Nation’s proposed 
casino, will create a new level of critical 
mass.

Throw in the impact from the revamped 
Buffalo Naval & Servicemen’s Park, the 
potential from the Uniland-Opus project 
and other private-sector proposals, and the 
impact of combined development contin-
ues to grow.

“This goes well beyond our lifetime,” 
Quinn said. “Our job is to get it started, 
but remember: This is a 20-year or 30-year 
effort, not a five-year one.”

What’s the deal
Under terms of a settlement agree-

ment reached late Dec. 5 by county, city 
and New York Power Authority officials, 
Buffalo and Erie County will get $279 
million over 51 years. The deal is part of 
NYPA’s relicensing bid for the Niagara 
Power Project, which is subject to fed-
eral approval. The authority’s current 
license to operate the Lewiston hydro-
power plant expires in August 2007.

Here’s a breakdown of what the city 
and county will share:

• $4 million upfront, with $2 million 
payments in 2006 and 2007 to jumpstart 
the work of the Erie Canal Harbor Devel-
opment Corp. Those funds will go in part 
toward creation of an outdoor compo-
nent to a planned Erie Canal museum.

• $2 million annually from NYPA for 
parkway development, to follow a Niag-
ara Greenway Commission master plan 
now being prepared.

• Annual payments of $3.5 million 
— $2.5 million from NYPA, $1 million 
from the Empire State Development 
Corp. — to be used for capital develop-
ment at the Harbor Development Corp.’s 
discretion.

The waterfront development body will 
take possession of roughly 15 acres on 
the Outer Harbor now used to store the 
power project’s ice boom. That transfer 
will not take place until a replacement 
storage site is identified.

When the new license takes effect, 
the county plans to raise an additional 
$65 million for waterfront development 
by securitizing the first 30 years’ worth 

of combined NYPA/Empire State Devel-
opment payments. 

The agreement must be approved 
by the Erie County Legislature, Buffalo 
Common Council and Empire State 
Development board of directors.

NYPA, which filed its relicensing appli-
cation with federal authorities in August, 
reached an earlier agreement giving 
Niagara County entities more than $694 
million over 50 years.

“We think it’s important that the 
Power Authority plays a role in the 
construction and redevelopment of the 
waterfront,” said NYPA spokesman Brian 
Vattimo, noting that he expects city and 
county officials to go on record in sup-
port of the relicensing application. “And 
we will continue providing low-cost 
power. We think the agreement we have 
come to achieves all those goals: gre-
enway, waterfront, low-cost power and 
employment opportunities.”

The contribution from Empire State 
Development, he said, means that 
the Power Authority will not need to 
raise rates beyond a planned modest 
increase. He told Business First in Sep-
tember that rates, now $10-to-$15 per 
megawatt hour, will increase by roughly 
$1 per megawatt hour when the new 
license takes effect. 

With this deal, the Power Authority 
has reached agreement on compensa-
tion for all stakeholders except one. 

“We’re still working on finalizing the 
settlement with Niagara University,” Vat-
timo said. “We hope to have something 
we can announce in the coming weeks.”

— Annie Deck-Miller
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