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INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and Members of
the City Council - City of Schenectady
Schenectady, New York

Report on the Financial Statements

We have audited the accompanying regulatory basis financial statements of the City of Schenectady,
New York (the “City”) as of and for the year ended December 31, 2012, as listed in the table of
contents, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these regulatory basis
financial statements in accordance with the financial reporting provisions prescribed by the New
York State Office of the State Comptroller. Management is also responsible for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation
of regulatory financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these regulatory basis financial statements based on
our audit. We did not audit the financial statements of the Schenectady Local Development
Corporation, a component unit, which represents 19.5% of the assets and 1.0% of the revenues in
the Special Grant Fund for the year ended December 31, 2012. Additionally, we did not audit the
financial statements of one other component unit, which represents 2.0% of the assets and .5% of
the revenue in the Special Grant Fund for the year ended December 31, 2012. The financial
statements of the Schenectady Local Development Corporation and the other component unit were
audited by other auditors whose reports have been furnished to us, and our opinion, insofar as it
relates to the amounts included for the Schenectady Local Development Corporation and the other
component unit as of and for the year ended December 31, 2012, is based solely on the report of the
other auditors. We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement.



An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the financial statements, whether due to fraud
or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An
audit also includes evaluating the appropriateness of accounting policies used and the reasonableness
of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles

As described in Note 1, the City prepared these financial statements using accounting principles
prescribed by the New York State Office of the State Comptroller to demonstrate compliance with
the State’s regulatory basis of accounting, which is a basis of accounting other than accounting
principles generally accepted in the United States of America. The effect on the financial statements
of the variances between the regulatory basis of accounting and accounting principles generally
accepted in the United States of America, although not reasonably determinable, are presumed to be
material.

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the effects of the matters discussed in the preceding paragraph, the
financial statements referred to above do not present fairly, in accordance with accounting principles
generally accepted in the United States of America, the financial position of the City of Schenectady,
New York, as of December 31, 2012, and the changes in its financial position for the year then
ended.

Basis for Qualified Opinion on Regulatory Basis of Accounting

As discussed in Note 1, the regulatory basis financial statements referred to above do not include in
the balance sheet a general fixed assets account group, which should be included to fully conform
with accounting principles prescribed by the New York State Office of the State Comptroller. The
additional amounts, if any, that should be recorded in the general fixed assets account group are not
known. ~

Opinion on Regulatory Basis of Accounting

In our opinion, except for the effect of such adjustments, if any, as might have been determined to
be necessary had we been able to audit the items mentioned above, the regulatory basis financial
statements referred to above present fairly, in all material respects, the financial position of the City
of Schenectady, New York as of December 31, 2012, and the results of its operations for the year
then ended in accordance with accounting principles prescribed by the New York State Office of the
State Comptroller,



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 21,
2013 on our consideration of the City’s internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
the internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering the entity’s
internal control over financial reporting and compliance.

Cusacdit ugmy G5 112

CUSACK & CoMpPaNy, CPA’SLLC

Latham, New York
May 21, 2013



CITY OF SCHENECTADY, NEW YORK
REGULATORY BASIS BALANCE SHEET
GENERAL FUND
DECEMBER 31,2012

Assets
Cash $ 16,917,095
Cash - restricted 9,043,560
Taxes receivable, net 1,168,457
Other receivables, net 1,656,388
State and federal receivables 355,640
Due from other funds 1,146,121
Due from other governments 3,099,991
Prepaid expenses 102.832
Total Assets $ 33,490,084
Liabilities
Accounts payable § 1,349,540
Accrued liabilities ‘ 990,041
Other liabilities 2,465,468
Due to other governments 15,243,087
Deferred revenue 543,212
Total Liabilities 20.591.348

Fund Balance

Nonspendable 102,832
Restricted 9,043,560
Assigned 91,920
Unassigned 3.660.424
Total Fund Balance 12.898.736
Total Liabilities and Fund Balance $ 33.490.084

See accompanying notes and independent auditor’s report.



CITY OF SCHENECTADY, NEW YORK
REGULATORY BASIS STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
GENERAL FUND -
FOR THE YEAR ENDED DECEMBER 31, 2012

Original Modified
Budget Budget Actual Variance
Revenues
Real property tax S 28,296,760 $ 27,896,760 § 28,428,922 $ 532,162
Real property tax items 1,467,483 1,467,483 2,952,153 1,484,670
Non-property tax items 12,650,000 12,650,000 12,606,318 (43,682)
Departmental income 8,425,787 8,383,030 8,514,741 131,711
Intergovernmental charges 183,389 183,389 173,795 (9,594)
Use of money and property 302,800 302,800 368,531 63,731
Licenses and permits 967,800 991,800 1,164,740 172,940
Fines and forfeitures 1,266,000 1,231,000 1,037,662 (193,338)
Sales of property and compensation for loss 279,500 379,500 1,423,869 1,044,369
Miscellaneous local sources 450,000 483,000 546,463 61,463
Interfund revenues 7.440,774 7.440,774 7.440,774 -
State aid 12,009,344 12,009,344 12,003,097 (6,247
Federal aid 682.243 523.000 645,530 120.550
Total Revenues 74,421,880 73,945,880 77,306,615 3,360,735
Other Sources
Interfund Transfer - 26,481 301.535 275,054
Total Revenues and Other Sources 74,421,880 73,972,361 77,608,150 3,635,789
Appropriated Fund Balance 4.842 346 5.400.870
Total Revenue, Other Sources and Appropriated
Fund Balance 79.264 426 79.373.231
Expenditures
General government support 6,339,832 6,441,179 6,046,492 394,687
Public safety 26,598,838 27,094,494 26,558,848 333,646
Transportation 5,334,607 5,228,691 4,643,445 583,246
Economic assistance and opportunity 5,000 5,000 5,000 -
Culture and recreation 1,004,218 1,007,606 870,513 137,093
Home and community services 5,733,309 5,731.377 5,382,535 348,842
Employee benefits 28,139,500 28,039,500 25,245,348 2,794,152
Debt service (principal and interest} 6,109,122 6,044,122 337227 671,846
Total Expenditures 79.264.426 79.591.969 74,124 457 5.467.512
Excess (Deficiency) of Revenues and Other Sources -
Over Expenditures and Other Financing Uses $ - $ (218.738) & 3,483,693
Fund Balance - January 1, 2012 9,415,043
Fund Balance - December 31, 2012 $ 12.898736

i

See accompanying notes and independent auditor’s report.



CITY OF SCHENECTADY, NEW YORK
WATER FUND

Regulatory Basis Balance Sheet

December 31, 2012
Assets
Cash-unrestricted $ 409,687
Cash-restricted :
Other receivables
Total Assets ’ g
Liabilities
Accounts payable $ 73,441
Accrued labilities 31,630
Overpayments 36
Deferred revenue 95,328
Total Liabilities 200,435
Fund Balance
Restricted 2,407,736
Assigned 1,667.470
Total Fund Balance 4.075.206
Total Liabilities and Fund Balance $ 4275641
Regulatory Basis Statement of Revenues, Expenditures and Changes in Fund Balance
For the Year Ended December 31, 2012
Original Modified
Budget Budget Actual Yariance
Revenues
Departmental income $§ 8,034,850 $ 8,034,830 $ 7.869.186 $  (165,664)
Use of money and property 45,000 45,000 38,683 (6,317)
Interfund revenue 55,000 55.000 40.000 (15.000)
Total Revenues 8,134,850 8,134,850 7.947.869 (186.981)
Appropriated Fund Balance - 1,958,981
Total Revenues and Appropriated Fund Balance 8.134.850 10.093.831
Expenditures
General government support 804,546 804,546 727,325 77,021
Home and community services 5,145,388 7,174,378 6,080,951 1,093,427
Employee benefits 637,141 637,141 383,104 254,037
Debt service (principal and interest) 1.547.773 1.547.775 1,547.768 7
Total Expenditures §.134.8350 10.163.840 8.739.348 1,424,492
Excess (Deficiency) of Expenditures Over Revenues $ - $ (70,009 (791,479
Fund Balance - January 1, 2012 4.866.683
Fund Balance - December 31, 2012 $ 4073206

See¢ accompanying notes and independent auditor’s report. 6



CITY OF SCHENECTADY, NEW YORK
SEWER FUND

Regulatory Basis Balance Sheet

December 31, 2012
Assets
Cash-unrestricted § 1,067,650
Cash-restricted 4,388,100
Other receivables 2.037.682
Total Assets $ 7493432
Liabilities
Accounts payable $ 148,291
Accrued liabilities 250,463
Other liabilities 371,461
Deferred revenues 168.586
Total Liabilities 938.801
Fund Balance
Restricted 4,388,100
Assigned 2.166.531
Total Fund Balance 6,554,631
Total Liabilities and Fund Balance § 7493432
Regulatory Basis Statement of Revenues, Expenditures and Changes in Fund Balance
For the Year Ended December 31, 2012
Original Modified
Budget Budget Actual Variance
Revenues
Real property tax 5 - $ - $ 15,266  § 13,266
Departmental income 10,473,144 10,473,144 10,861,046 387.902
Use of money and property 73.900 73,900 63,348 (10,552)
Miscellaneous local sources - - 34,017 34017
Interfund Revenue 7.000 7.000 - (7.000)
Total Revenues 10,554,044 10,554,044 10,973,677 419.633
Appropriated Fund Balance - 622.041
Total Revenues and Appropriated Fund Balance 10,554,044 11.176.085
Expenditures
General government support 100,000 100,000 97,619 2,381
Home and community services 6,579,421 7,549,959 6,573,331 976,628
Employee benefits 1,376,414 1,376,414 992,713 383,701
Debt service (principal and interest) 2.498.209 2.498.209 2.498.205 4
Total Expenditures 10.554.044 11,524,582 10,161,868 1,362,714
Excess (Deficiency) of Revenues Over Expenditures
Before Reserves 3 - S (348.497) 811,809
Fund Balance - January 1, 2012 5.742.822
Fund Balance - December 31, 2012 g 6,554,631

See accompanying notes and independent auditor’s report.



CITY OF SCHENECTADY, NEW YORK
RECREATION FUND

Regulatory Basis Balance Sheet
December 31,2012

Assets
Cash - unrestricted $ 231,971
Cash - restricted 475,309
Total Assets S 707,280

Liabilities

Accounts payable $ 9,346
Other liabilities 7.200
Total Liabilities 16.546

Fund Balance

Restricted 475,309
Assigned 215.425
Total Fund Balance 690.734
Total Liabilities and Fund Balance 3 707.280
Regulatory Basis Statement of Revenues, Expenditures and Changes in Fund Balance
For the Year Ended December 31, 2012
Original Modified
Budget Budget Actual VYariance
Revenues
Departmental income 3 1.089.084 § 1,089.084 § 1,032,008 § (57,076)
Use of money and property 2.000 2.000 5.180 3.180
Total Revenues 1,091,084 1,091,084 1.037.188 (33.896)
Appropriated Fund Balance - 177.500
Total Revenue and Appropriated Fund Balance 1.091.084 1.268.584
Expenditures
General government support 11,106 11,106 4,693 6,413
Culture and recreation 914,209 1,093,062 1,020,740 72,322
Employee benefits 36,149 56,149 49,948 6,201
Debt service (principal and interest) 109.620 109.620 109.609 11
Total Expenditures 1.091.084 1,269,937 1,184,990 84.947
Excess of Expenditures Over Revenues $ - g (1.353) (147,802)
Fund Balance - January I, 2012 838.536
Fund Balance - December 31, 2012 $ 690,734

See accompanying notes and independent auditor’s report, 8



CITY OF SCHENECTADY, NEW YORK
DOWNTOWN SCHENECTADY IMPROVEMENT FUND

Regulatory Basis Balance Sheet

December 31, 2012
Assets
Cash p 1
Total Assets S 1
Fund Balance
Assigned R
Total Liabilities and Fund Balance $ 1

Regulatory Basis Statement of Revenues, Expenditures and Changes in Fund Balance
For the Year Ended December 31, 2012

Revenues
Real property tax $ 220000
Total Revenues 220,000

Expenditures

Transportation ) 220,000
Total Expenditures 220.600

Excess of Revenues Over Expenditures -
Fund Balance - January 1, 2012 -

Fund Balance - December 31, 2012 $ -

See accompanving notes and independent auditor’s report,



CITY OF SCHENECTADY, NEW YORK
MISCELLANEOUS SPECIAL REVENUE

Assets
Cash
Total Assets
Liabilities
Accounts Payable

Fund Balance
Assigned:

Total Liabilities and Fund Balance

Regulatory Basis Statement of Revenues, Expenditures and Changes in Fund Balance

Revenues
Real property tax
Total Revenues
Expenditures
General government support
Total Expenditures
Excess of Revenues Over Expendifures

Fund Balance - January 1, 2012

Fund Balance - December 31, 2012

Regulatory Basis Balance Sheet
December 31, 2012

For the Year Ended December 31,2012

See accompanying notes and independent auditor’s repott,

$ 23.500
S 23.500
§  23.500
$ 23.500

3 46,970
46.970
46,970
46.970
$ -

10



CITY OF SCHENECTADY, NEW YORK

SPECIAL GRANT FUND

Assets
Cash
Other receivables
State and federal aid receivables
Other Assets
Total Assets

Liabilities
Accounts payable
Retained percentages
Due to other funds
Due to other governments
Deferred revenues
Total Liabilities

Fund Balance
Assigned
Total Fund Balance
Total Liabilities and Fund Balance

Regulatory Basis Statement of Revenues, Expenditures and Changes in Fund Balance
For the Year Ended December 31, 2012

Revenues
Departmental income
Use of money and property

Sale of property and compensation for loss

Miscellaneous local sources
State aid
Federal aid

Total Revenues

Other Sources
Interfund Transfer
Total Revenues and Other Sources
Expenditures
Home and community services
Total Expenditures
Other Uses
Interfund Transfer
Total Expenditures and Other Uses
Excess of Revenues Over Expenditures

Fund Balance - as Restated January 1, 2012

Fund Balance - December 31, 2012

Regulatory Basis Balance Sheet
December 31, 2012

See accompanying notes and independent auditor’s report,
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CITY OF SCHENECTADY, NEW YORK
CAPITAL PROJECTS FUND

Regulatory Basis Balance Sheet

December 31, 2012
Assets
Cash $ 15,350,906
Other receivables 34,392
State and federal aid receivables 4,550,953
Total Assets $ 19.936.251
Liabilities
Accounts payable $ 1,729,832
Retained percentages 321,836
Bond anticipation notes 61,101,619
Due to other funds 405,012
Total Liabilities 63,558.319
Fund Balance
Unassigned Deficit (43.622.068)
Total Fund Deficit (43,622.068)
Total Liabilities and Fund Deficit $ 19936251

Regulatory Basis Statement of Revenues, Expenditures and Changes in Fund Deficit
For the Year Ended December 31,2012

Revenues
Use of money and property $ 5,019
Miscellaneous local sources 94,795
State aid 2,090,497
Federal aid 3.256.633
Total Revenues 5,446,946
Other Financing Sources
Interfund transfers 3,264,675
Notes redeemed from appropriations 910,000
Installment Purchase Debt 2.162.801
Total Revenues and Other Financing Sources 11.784.422

Expenditures

General government support 4,204,779
Public safety 2,411,457
Transportation 2,346,562
Culture and recreation 29,191
Home and community services 2.295.307

Total Expenditures 11,287,296

Other Financing Uses

Interfund transfers 3,563,728
Total Expenditures and Other Financing Uses 14.851.024

Excess of Expenditures and Other Financing

Over Revenues and Other Financing Sources (3,066,602)
Fund Deficit - January 1, 2012 (40.555.466)
Fund Deficit - December 31, 2012 $ (43.622.068)

See accompanying notes and independent auditor’s report.



CITY OF SCHENECTADY, NEW YORK
TRUST AND AGENCY FUND

Assets
Cash
Total Assets

Liabilities
Agency liabilities
Other liabilities
Total Liabilities

Regulatory Basis Balance Sheet
December 31, 2012

See accompanying notes and independent auditor’s report.
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Crry OF SCHENECTADY, NEW YORK
NON-CURRENT GOVERNMENT LIABILITY ACCOUNT GROUP

Regulatory Basis Balance Sheet

December 31, 2012
Assets
Provisions to be made in future budgets $ 84184394
Total Assets $ 84.184.394
Liabilities
Installment purchase debt $ 5,400,762
Judgments and claims payable 8,592,357
Compensated absences 2,352,406
Due to retirement systems 311,436
Due to other governments 419,192
Bonds and capital notes payable 39,020,000
Other post-employment benefits 28.088.241
Total Liabilities $ 84.184.394

See accompanying notes and independent auditor’s report,



CITY OF SCHENECTADY, NEW YORK
NOTES 7O REGULATORY BASIS FINANCIAL STATEMENT,
DECEMBER 31, 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Except as discussed in Note 1G, the financial statements of the City of Schenectady, New York
(the “City”) have been prepared in conformity with regulatory accounting principles prescribed
by the New York State Office of the State Comptroller for complying with Article 3, Section 30
of General Municipal Law in which every municipal corporation is required to make an annual
financial report. The most significant differences between this regulatory basis of accounting
and generally accepted accounting principles (“GAAP”) is that Government Accounting
Standards Board (“GASB”) Statement 34 “Basic Financial Statements and Management’s
Discussion and Analysis for State and Local Governments” (“GASB 34") need not be
implemented to meet the requirements of General Municipal Law. GASB 34 requires significant
changes including:

. Government-Wide Reporting

. Focus on Major Funds

. Changes in Budgetary Reporting

. Full Accrual Accounting Including Depreciation
. Management’s Discussion and Analysis

. Capitalization of Infrastructure Assets

The effects on the financial statements taken as a whole of the variances between these
regulatory accounting practices and accounting principles generally accepted in the United States
of America, although not reasonably determinable are presumed to be material.

Management has considered the costs and benefits of adopting GASB 34 and determined that
auditing the financial statements utilizing another Comprehensive Basis of Accounting
(regulatory basis) as opposed to GAAP makes fiscal sense for the City.

A. Financial Reporting Entity

The City of Schenectady was incorporated in 1789 and is governed by the City Charter, other
general laws of the State of New York and various local laws and ordinances. The City
Council, which is the legislative body responsible for the overall operation of the City,
consists of the Mayor and seven council members, The Mayor serves as chief executive
officer and the Commissioner of Finance and Administration serves as the chief fiscal officer
of the City.

The City provides the following basic services: police and law enforcement, fire protection,
maintenance of city streets, water and sewer utilities, parks and recreation programs, health
services and refuse and garbage services.

wh

See independent auditor’s report. 1



CITY OF SCHENECTADY, NEW YORK
NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2012

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
A. Financial Reporting Entity (Continued)

GASB Statement No. 61 defines the financial reporting entity for the City to include all
funds, account groups, agencies, boards, commissions, and authorities where the elected
officials (the Mayor and/or the City Council, respectively) are financially accountable and
for which a financial benefit or burden relationship exists. The following terms are used to
describe the components of a reporting entity:

¢ Primary Government
A legally separate state, general purpose local or special purpose government with a
separately elected governing body. It must be fiscally independent of other primary

governments.

s Component Unit

Alegally separate organization for which the elected officials are financially accountable.
Also the primary government is able to impose its will on the component unit or there
is a potential for the component unit to provide a financial benefit or incur a financial
burden on the primary government.

As required by the New York State Office of the State Comptroller, the regulatory basis
financial statements include the City of Schenectady as the primary government and its
blended component units. The blended component units discussed below are included
in the City’s reporting entity because of the significance of their operational or financial
relationships with the City. Blended component units have been included in the special
revenue funds of the City.

Operational or financial responsibility is determined on the basis of financial

interdependency, selection of governing authority, designation of management, ability
to significantly influence operations and accountability for fiscal matters.

»  Blended Component Units

The City of Schenectady Community Development Agency (CDA), a legally separate
entity, is governed by a board appointed by the City Council. The CDA is reported as
if it were part of the City’s operations because its sole activity is to administer federal
funds received by the City for urban renewal. The CDA has been included in the City’s
special revenue funds since it was established.

See independent auditor’s report. 16



CITY OF SCHENECTADY, NEW YORK
NOTES 70 REGULATORY BASIS FINANCIAL STATEMENTS {/ CONTINUED )
DECEMBER 31, 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

A. Financial Reporting Entity (Continued)

Blended Component Units (Continued)

The Schenectady Urban Renewal Agency (“SURA™) is governed by a board that consists
of the members of the City Council of the City of Schenectady and the Mayor of the City
of Schenectady. The SURA was formed to undertake activities which benefit the City
of Schenectady, and influence is assumed due to the composition of the board.

The Schenectady Housing Development Fund Corporation (“SHDFC”) provides down-
payment loans to low and moderate income people to purchase homes within the City of
Schenectady. The initial funding comes from the CDA. The board is comprised of the
Mayor of the City of Schenectady and two Schenectady City Council members who then
elect eight other members. The day-to-day operations are performed by City of
Schenectady personnel.

The Schenectady Local Development Corporation (“SLDC”) was chartered for the
purpose of furthering economic development in the City of Schenectady. The board is
comprised of the Mayor and two Schenectady City Council members who then elect
eight other members. The day-to-day operations are performed by City of Schenectady
personnel.

The SHDFC and SLDC blended component units’ financial statements were audited as
of and for the year ended December 31, 2012 by other auditors whose reports expressed
unqualified opinions.

B. Basis of Presentation

The accounts of the City are organized on the basis of funds or account groups, each of
which is considered a separate accounting entity. The operations of each fund are accounted
for within a separate set of self-balancing accounts that comprise its assets, liabilities, fund
balance, revenues and expenditures which are segregated for the purpose of carrying on
specific activities or attaining certain objectives in accordance with special regulations,
restrictions or limitations. The following fund types and account groups are used:

1.

Governmental Funds

Governmental funds are those through which most governmental functions of the City
are financed. The acquisition, use and balances of the City’s expendable financial
resources and the related liabilities are accounted for through governmental funds. The
measurement focus of the governmental funds is based upon determination of financial
position and changes in financial position. The following are the City’s governmental
fund types:

General Fund - The general fund is the principal fund and includes all operations not
required to be recorded in other funds.

See independent auditor’s report. 17



CITY OF SCHENECTADY, NEW YORK
NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Basis of Presentation (Continued)

1.

b

Governmental Funds (Continued)

Special Revenue Funds - Used to account for the proceeds of specific revenue sources
that are legally restricted to expenditures for specified purposes. The Special Revenue
Funds are:

Water Fund - used to account for water district operations.
Sewer Fund - used to account for sewer district operations.

Recreation Fund - used to account primarily for golf course operations and other
similar rentals.

Downtown Schenectady Improvement Fund - used to account for the Downtown
Schenectady Improvement Corporation (“DSIC”) working with the City to expand
the functions of the DSIC to provide a broader focus on the revitalization of
Downtown Schenectady.

Miscellaneous Special Revenue Fund - used to account for the Upper Union
Street Revitalization Program.

Special Grant Fund - used to account for special federal, state or local grants that
are legally restricted to expenditures for a specific grant purpose.

Capital Projects Fund - Used to account for financial resources to be used for the
acquisition or construction of major capital facilities and equipment.

Fiduciary Fund Types

Trust and Agency Group - Used to account for money and/or property received and held
in the capacity of trustee, custodian or agent.

Account Group

Used to establish accounting control and accountability for general long-term debt.
Account groups are not “funds.” They are concerned with measurement of financial
position and not results of operations.

See independent auditor’s report. i8



CITy OF SCHENECTADY, NEW YORK
NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31,2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
C. Basis of Accounting/Measurement Focus

The Non-Current Government Liability Account Group is used to account for general
obligation bonds and other forms of long-term debt not required to be recorded in other
funds. The bonds are backed by the full faith and credit of the City and are supported by
general revenues to be provided for in future budgets. Other obligations include:
compensated absences, amounts due to employee retirement systems, other post-employment
benefits, claims and judgments, and capital leases to be provided for in future budgets. The
account group does not constitute a fund as such but is a supplementary self-balancing group
of accounts.

Basis of accounting refers to when revenues and expenditures and the related assets and
liabilities are recognized in the accounts and reported in the regulatory basis financial
statements. Basis of accounting relates to the timing of the measurement made, regardless
of the measurement focus. Measurement focus is the determination of what should be
measured.

Modified Accrual Basis - All governmental funds are accounted for using the modified
accrual basis of accounting.

Under this basis of accounting, revenues are recorded when measurable and available.
Available means collectible within the current period or soon enough thereafter, within one
year, to be used to pay liabilities of the current period with the exception of water and sewer
rents, in which a sixty day collection period is utilized.

Material revenues that are accrued include state and federal aid and certain user charges. If
expenditures are the prime factor for determining eligibility, revenues from federal and state
grants are accrued when the expenditure is made unless it has not been received within one
year after the fiscal year has ended, with the exception of property taxes, water and sewer
rents in which a sixty day collection period is utilized.

Expenditures are recorded when the fund liability is incurred except that:

a. Principal and interest on indebtedness are recognized as an expenditure when due.

b. Compensated absences, such as vacation and sick leave which vest or accumulate, are
charged as an expenditure if anticipated to be paid with available current resources.

c. Non-current government liabilities are recorded at the par value of the principal amount;
no liability is recorded for interest payable to maturity.

D. Excluded from the Financial Reporting Entity

The following component units have been excluded from the regulatory basis of reporting
based on the criteria established by GASB 61.

See independent auditor’s report. 19
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DECEMBER 31, 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Excluded from the Financial Reporting Entity (Continued)

a.

Municipal Housing Authority (“MHA™)

The Housing Authority of the City of Schenectady (“MHA”) is organized under the laws
of the State of New York by the City of Schenectady for the purpose of providing
adequate housing for qualified low-income individuals. To accomplish this purpose, the
City appoints a Governing Board for five-year staggered terms but the Board designates
its own management. Additionally, the MHA has entered into annual contribution
contracts with the U.S. Department of Housing and Urban Development (“HUD”) to be
the administrator of the housing and housing related programs. The MHA is not subject
to Federal or State income taxes and is not required to file Federal or State income tax
returns.

The MHA is considered to be a component unit because five of the members are
appointed by the Mayor of the City of Schenectady, and the MHA must receive City
Council approval to expand their operations. Additionally, all assets and operations can
revert to the City after 40 vears, if the City Council chooses to take up operations.

The MHA is not considered a blended component unit and, therefore, not included in the
reporting entity as the day-to-day operations are independent of City personnel. The
MHA’s financial statements can be obtained from City Hall, Schenectady, New York
12305,

City of Schenectady Industrial Development Agency

The City of Schenectady Industrial Development Agency (“IDA”) was created during
1977 by the City Council of the City of Schenectady under the provisions of Chapter 783,
Section 856.1-a of General Municipal Laws of New York State for the purpose of
encouraging economic growth in the City of Schenectady. The IDA is a separate entity
and operates independently of the City of Schenectady.

The IDA is not considered a blended component unit and, therefore, not included in the
reporting entity as the day-to-day operations are independent of City personnel. The
IDA’s financial statements can be obtained from City Hall, Schenectady, New York
12305.

The following organization is excluded from the reporting entity.

a.

Schenectady City School District

The Schenectady City School District was created by State legislation which designates
the school board as the governing authority. School board members are elected by the
qualified voters of the District. The school board designates management and exercises
complete responsibility for all fiscal matters. The City Council exercises no oversight
over school district operations.

See independent auditor’s report. 20
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DEcEMBER 31,2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. Property Taxes and Collections

City property taxes are levied annually on January 1* on real property in the City. The annual
levy includes City and County taxes, water and sewer rents, and delinquent metered charges
for water and sewer. The Schenectady City School District returns its delinquent taxes to the
City for collection. The City assumes the responsibility of collection of all unpaid taxes.

F. Budgetary Daia

S

Budget Policies - The budget policies are as follows:

a.

No later than October 1, the Mayor submits a tentative budget to the City Council for
the fiscal year commencing the following January 1. The tentative budget includes
proposed expenditures and the proposed means of financing for all funds, except for
the Special Grant Fund.

After public hearings are conducted to obtain taxpayer comments, but no later than
November 1%, the City Council adopts the budget.

The Commissioner of Finance and Administration, with the approval of the Mayor,
is authorized to transfer certain budgeted amounts within departments; however, all
revisions that alter appropriations of any department or fund must be approved by the
Mayor and City Council.

Budgetary controls are established for the capital project fund through resolutions
authorizing individual projects and a capital program budget which remains in effect
for the life of the project.

Encumbrances

Encumbrances are reservations of fund balance for outstanding purchase commitments.
Expenditures for such commitments are recorded in the period in which the liability is
incurred.

Budget Basis of Accounting

Except as indicated below, budgets are adopted annually on a basis consistent with
accounting principles generally accepted in the United States of America.
Appropriations authorized for the current year are increased by the amount of
encumbrances carried forward from the prior years.

Budgetary controls for the Special Grant Fund are established in accordance with

applicable grant agreements which generally cover a period other than the City’s
fiscal vear.

See independent auditor’s report.
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NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
F. Budgetary Data (Continued)

3. Budget Basis of Accounting (Continued)

¢. Budgetary controls for the component units are established in accordance with
internal policies and applicable grant agreements which may cover a period other
than the City’s fiscal year.

G. Departure from Regulatory Basis of Accounting

Acquisitions of equipment and capital facilities are appropriately recorded as expenditures
in the various governmental funds of the City. These acquisitions should also be recorded
in the balance sheet in a non-current governmental asset account group, as required by
accounting principles prescribed by the New York State Office of the State Comptroller, to
account for all land, buildings, improvements and equipment utilized by the City. The City
does not maintain a general fixed assets account group and the amount that should be
recorded in this account group is not known .

H. Estimates

The preparation of financial statements in conformity with the regulatory basis of accounting
requires management to make estimates and assumptions that affect certainreported amounts
and disclosures. Accordingly, actual results may differ from these estimates.

The significant estimates included in the regulatory basis financial statements include the
estimated incurred but not recorded (“IBNR”) liability for workers’” compensation, health
insurance and the realizable value of the taxes receivable. It is at least reasonably possible
that a condition, situation, or set of circumstances that existed at the date of the regulatory
basis financial statements will change in the near term due to one or more future events.

See independent auditor’s report. 22
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NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
. Self-Insurance, Risk Retention, Workers' Compensation and Health Insurance Plans

The City is self-insured for a portion of health insurance and all workers’ compensation. The
portion of health insurance is determined by employee enrollment choice.

The City has retained a portion of the liability to cover losses under §207-C and §207-A of
the Workers’ Compensation Law of police officers and firefighters. Employees are entitled
to their full pay when out on leave. The City is required to cover any amount of losses not
reimbursed by workers’ compensation.

Workers® compensation claims are subject to approval by a Workers” Compensation board.
Approved claims are paid and charged to the appropriate fund.

The City maintains general liability insurance which carries a deductible of $50,000 per
claim.

The City pays health insurance on a cost-reimbursement basis. The plan allows for a 20%
coinsurance by the employee/subscriber. Each fund is responsible for the claims incurred
for their employees. In 2012, the City is self-insured up to $75,000 per individual, and is
commercially insured for claims exceeding $75,000 up to $925,000 per subscriber per year.
Individual claims exceeding $925,000 per subscriber per year are self-insured. The risk of
future claims is retained by the City.

The City establishes workers compensation and health insurance claims liabilities based on
estimates of the ultimate cost of claims, including future claim adjustment expenses, that
have been reported but not settled, and of claims that have been incurred but not reported.
The length of time for which such costs must be estimated varies depending on the coverage
involved. Because actual claims costs depend on such complex factors as inflation, changes
in doctrines of legal liability and damage awards, the process used in computing claims
liabilities does not necessarily result in an exact amount. Claims liabilities are recomputed
periodically using a variety of actuarial and statistical techniques to produce current estimates
that reflect recent settlements, claims frequency, and other economic and social factors. A
provision for inflation in the calculation of estimated future claims costs is implicit in the
calculations because reliance is placed both on actual historical data that reflects past
inflation and on other factors that are considered to be appropriate modifiers of past
experience. Adjustments to claims liabilities are charged or credited to the liability in the
periods in which they are made.

b
e

See independent auditor’s report.



CITY OF SCHENECTADY, NEW YORK
NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

I Self-Insurance, Risk Retention, Workers” Compensation and Health Insurance Plans
(Continued)

As discussed above, the City establishes a liability for both reported and unreported insured
events, which includes estimates of both future payments of losses and related claim adjustment
expenses. The following represents changes in those aggregate liabilities for the City during
the past year:

Workers’
Compen- Health Risk
sation Insurance  Retention
Unpaid Claims and Claims Adjustment
Expenses at Beginning of Year $ 7,792,278 $§ 340,918 $ 1,006,516
Provision for (Recoveries of) Incurred Claims
Expenses for Events of the Current and
Prior Years 2,526,532 3,772,303 118,609
Payments Made During the Current Year (1.709.251) _(3.701.598) (95.323)
Total Unpaid Claims and Claim Adjustment
Expenses at End of Year $ 8.609.559 § 411.623 §$ 1.029.802
Reflected as Follows:
General Fund $ 1,894,103 $§ 411,623 § 514,901
Non-Current Government Liability Account Group __6.715.456 - 514,901

$ 8.609.559 § 411.623 § 1.029.802

J.  Deficit Fund Balances (Unreserved Fund Balance)

Capital Projects Fund

Capital projects had deficits totaling $43,622,068 at December 31, 2012, which was caused by
the temporary financing of project costs through the issuance of bond anticipation notes
(BANSs). The deficit will be offset when permanent financing is issued and/or BAN principal
payments are budgeted and paid in the governmental fund(s) responsible for the debt.

See independent auditor’s report. 24



CITY OF SCHENECTADY, NEW YORK
NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2012 )

STEWARDSHIP, COMPLIANCE, ACCOUNTABILITY

K.

Subsequent Events

Management has evaluated subsequent events or transactions as to potential material impact
on operations or financial position occurring through May 21, 2013 the date the financial
statements were available to be issued. See Note 8.

DETAIL NOTES ON ALL FUNDS AND ACCOUNT GROUPS

A.

Assets
Cash and Investments

The City’s investment policies are governed by State statutes. The City’s monies must be
deposited in FDIC-insured commercial banks or trust companies located within the State.
The City is authorized to use demand accounts, certificates of deposit, obligations of the
United States of America, New York State and local municipalities and school districts,
certificates of participation and repurchase agreements with certain restrictions.

Collateral is required for demand deposits and certificates of deposit at 102 percent of all
deposits not covered by federal deposit insurance. Obligations that may be pledged as
collateral are obligations of the United States and its agencies and obligations of any state
and its municipalities and school districts.

At December 31, 2012, the book amount of the primary government’s deposits ( excluding
$6,900 in petty cash) was $51,555,596 and the bank balances were $52,046,010. The insured
and collateral status of the year-end bank balances was as follows:

Amount
Covered by federal deposit insurance $ 923,771
Collateralized with securities held by a third party custodian
for the benefit of the City, pursuant to a three-party custody

agreement ($54,968,002 available).

Total § 52.046.010

P
LAy

See independent auditor’s report.



CITY OF SCHENECTADY, NEW YORK
NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
DEeceEMBER 31, 2012

3. DETAIL NOTES ON ALL FUNDS AND ACCOUNT GROUPS (CONTINUED)
A. Assets (Continued)
For the year ended December 31, 2012, the SURA’s book amount and bank balance was
$567.

For the year ended December 31, 2012, the SHDFC’s book amount and bank balances were
$16,003.

B. Cash Restricted
Cash restricted consists of the following at December 31, 2012:

General Fund

Reserve for Debt § 1,327,816
Miscellaneous Reserves 216,005
Capital Reserve 610,000
Snow and Ice Removal 200,000
Tax Stabilization 5,800,338
Tax Certiorari 374,500
Litigation and Claims 514.901

9.043.560

Water Fund

Reserve for Debt 495,298
Reserve for Capital 1,897,388
Miscellaneous Reserve 15.050

2.407.736

See independent auditor’s report. 26
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DETAIL NOTES ON ALL FUNDS AND ACCOUNT GROUPS (CONTINUED)

B. Cash Restricted (Continued)

Sewer Fund

Reserve for Capital $ 2,833,880
Reserve for Repairs 211,916
Reserve for Debt 686,454
Miscellaneous Reserve 355.850
4.388.100

Recreation Fund
Reserve for Debt 9,625
Reserve for Capital 463,944
Miscellaneous Reserve 1.740
475.309
Total Cash - Restricted $16,314.705

C. Property Taxes

The City tax levy may be paid in four equal installments due January 1%, April 1%, July 1%,
and October 1%

At December 31, 2012, the total real property tax receivable of $21,009,473 is reduced by
an allowance for uncollectible and unavailable taxes in the amount of $19,841,016
resulting in net realizable taxes receivable of $1,168,457.

The above-mentioned net realized taxes receivable at December 31,2012 also include the
amount of taxes the City must collect on behalf of the Schenectady City School District.
At December 31, 2012 the City is obligated to pay the Schenectady School District
$7.800,393 which is reflected in the Due to Other Governments on the general fund
balance sheet.

D. Other Receivables and Deferred Revenue

A majority of the other receivables and deferred revenue in the City’s Special Grant Fund
is comprised of the following loan activities at December 31, 2012.

See independent auditor’s report. 27
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NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
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3. DETAIL NOTES ON ALL FUNDS AND ACCOUNT GROUPS (CONTINUED)
D. Other Receivables and Deferred Revenue (Continued)
Community Development Agency (a blended component unit)

The CDA is the recipient of Community Development Entitlement Grants to operate
revolving loan funds. These funds are to be loaned to industry, not-for-profit organizations
and individuals for the purpose of creating and retaining permanent jobs within the City or
for rehabilitation of property. Loans outstanding at December 31, 2012 require periodic
payments of principal and interest, or interest only for loans that have not been fully drawn
down. The principal loan balances at December 31, 2012 is as follows:

Total Loans Outstanding § 211485
Less Allowance for Uncollectible Accounts (91.532)
Net Loans Receivable § 119953

Loans are recorded as a receivable with a corresponding entry to deferred revenue. When
the loan payments are received, revenue is recognized to the extent of principal received. As
funds are reloaned a corresponding expenditure is recorded. When a loan is written off as
uncollectible, a corresponding decrease in the amount of deferred revenue is made in the
same period, the effect of which is to reduce the overall amount of funds available for future
loans.

Schenectady Local Development Corporation (a blended component unit)

The SLDC is a subrecipient of federal funds received by the City through its Community
Development Block Grant (CDBG). Draw down requests are made to the City as CDBG
funds are needed to meet loan commitments and revenue is recognized when the draw down
request is approved by the City.

Loans made are recorded as a receivable with a corresponding entry to deferred revenue. As
loans are repaid, the principal is recognized as revenue, to be used for future economic
development loans. As funds are reloaned, a corresponding expenditure is recorded. The
amount of deferred revenue represents the amount of the outstanding loans receivable that
are expected to be repaid and become available for additional loans. When a loan is written
off as uncollectible, a corresponding decrease reduces the overall amount of funds available
for future loans. When continued collection activity results in receipt of amounts previously
written off, revenue is recognized for the amount collected.

In keeping with the SLDC’s stated purposes, some of these loans may be made to start-up
companies and/or established businesses experiencing cash flow problems. Accordingly,
many of these loans are subject to a higher than normal risk of default. The SLDC obtains
personal guarantees and, where possible, collateral to help reduce the risk of nonpayment.

See independent auditor’s report. 28
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3. DETAIL NOTES ON ALL FUNDS AND ACCOUNT GROUPS (CONTINUED)
D. Other Receivables and Deferred Revenue (Continued)

Loans receivable consist of the following at December 31, 2012:

Loans receivable, January 1 $ 604,067

Add new loans made -

Less principal payments received (47,488)

Write-offs and adjustments (66.898)

Total Loans Receivable, December 31 489,681

Less allowance for uncollectible accounts (169.372)
Net Loans Receivable, December 31 $ 320.309

Schenectady Housing Development Fund Corporation (a blended component unit)

The SHDFC is a subrecipient of federal funds received by the City through its Community
Development Block Grant (CDBG). Draw down requests are made to the City as CDBG
funds are needed to meet loans commitments, and revenue is recognized when received by
the SHDFC.

Loans are recorded as a receivable with a corresponding entry to deferred revenue. Asloans
are repaid, the principal is recognized as revenue to be used for future housing loans. As
funds are reloaned, a corresponding expenditure is recorded. Many of these loans are subject
to a higher than normal risk of default.

Loans receivable consist of the following at December 31, 2012:

Loans receivable, January 1 $ 43225
Add new loans made 9,825
Less principal payments received (16,648)
Write-offs and adjustments (2.657)
Loans Receivable, December 31 S 33,745

Other receivables in the general fund are comprised primarily of franchise, trash and code
violation fees, while other receivables in the water and sewer funds are comprised primarily
of rents and metered sales.
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3. DETAIL NOTES ON ALL FUNDS AND ACCOUNT GROUPS (CONTINUED)

E. Liabilities

1.

Pension Plans

A. New York State

Plan Description

The City participates in the New York and Local Employees’ Retirement System
(ERS), the New York State and Local Police and Fire Retirement System (PFRS) and
the Public Employees’ Group Life Insurance Plan (Systems). These are cost-sharing
multiple-employer retirement systems. The Systems provide retirement benefits as
well as death and disability benefits. Obligations of employers and employees to
contribute and benefits to employees are governed by the New York State Retirement
and Social Security Law (NYSRSSL). As set forth in the NYSRSSL, the
Comptroller of the State of New York (Comptroller) serves as sole trustee and
administrative head of the Systems. The Comptroller shall adopt and may amend
rules and regulations for the administration and transaction of the business of the
Systems and for the custody and control of their funds. The Systems issue a publicly
available financial report that includes financial statements and required
supplementary information. That report may be obtained by writing to the New York
State and Local Retirement Systems, 110 State Street, Albany, New York 12244,

Funding Policy

The Systems are noncontributory except for employees who joined the New York
State and Local Employees’ Retirement System after July, 1976 who contribute 3%
of their salary until such time as they obtain ten years of service credit and employees
who joined on or after January 1, 2010 who generally contribute 3% of their salary
for their entire length of service. Under the authority of the NYSRSSL, the
Comptroller shall certify annually the rates expressed as proportions of payroll of
members, which shall be used in computing the contributions required to be made
by employers to the pension accumulation fund.

On May 14, 2003, Chapter 49 of the Laws of 2003 of the State of New York was
enacted which made the following changes to the Systems:

+ Required minimum contributions by employers of 4.5% of payroll every year,
including the year in which the investment performance would make a lower

contribution possible.

+  Changed the cycle of annual billing such that the contribution for a given fiscal
vear will be based on the value of the pension fund on the prior April 1*.

See independent auditor’s report. 30
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3. DETAIL NOTES ON ALL FUNDS AND ACCOUNT GROUPS (CONTINUED)
E. Liabilities (Continued)

1. Pension Plans (Continued)

A. New York State (Continued)
Change in Payment Due Date

Chapter 260 of the Laws of New York State changed the annual payment due date
for employers who participate in the New York State and Local Employees’
Retirement System. The December 15 payment due date changed to February 1,
however employers were allowed to prepay their payment by December 15. The
covered salary period (April 1 - March 31) will not change for the calculation.

The City is required to contribute at an actuarially determined rate. Required
contributions for the current year and preceding two years were:

ERS PFRS Total
2012 $ 2,395,273 $ 5,340,070 $ 7,735,343
2011 $ 2,651,400 § 5,058,999 $ 7,710,399
2010 $ 1,505,142 $ 3,780,652 $ 5,285,794

The City’s contributions made to the Systems were equal to 100 percent of the
contributions required for each year.

Pursuant to the Chapter 260 of the Laws of 2002, the state legislature authorized
local governments to make available retirement incentive programs. Additional
retirement incentive programs were authorized in 2004 and 2007.

The costs of these programs are being billed and paid over ten years beginning
December 15, 2002, 2004 and 2007, respectively and include interest at 8.75%.

The outstanding balance as of December 31, 2012 for these liabilities was $311,436.

B. Deferred Compensation

The City offers its employees two deferred compensation plans created in accordance
with Internal Revenue Code Section 457. The plans, available to all City employees,
permit them to defer a portion of their current salary (up to $17,000) until future
vears. During the past year, the employees contributed approximately $1,129,000.
The deferred compensation amounts are not available to the employees until
termination, retirement, death, or unforeseeable emergency.

See independent auditor’s report. 31
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3. DETAIL NOTES ON ALL FUNDS AND ACCOUNT GROUPS (CONTINUED)

E. Liabilities (Continued)

1.

to

Pension Plans (Continued)

B. Deferred Compensation (Continued)

The City has significant administrative involvement for the assets of the deferred
compensation plan and is involved in the investment function of the plan. The City
has entered into two separate agreements with the trustees of the two plans who
invest the funds in accordance with the trust agreements. The City appoints a
committee of employees that represent the City in all matters concerning the
administration of the plan. The committee has full power and authority to adopt rules
and regulations for the administration of the plan. The committee also contracts with
providers to manage the investment of plan assets and is responsible for selecting the
plan investment options. Additionally, the committee reviews and approves
withdrawals, terminations and benefit payments.

The City accounts for and reports its deferred compensation plan under the
provisions of both GASB Statements No. 32, “Accounting and Financial Reporting
for Internal Revenue Code Section 457 Deferred Compensation Plans.”

The plans issue separate financial reports that include financial statements and
required supplementary information. Those reports may be obtained by writing to

the City of Schenectady.

Compensated Absences

Pursuant to contractual agreements, City employees are entitled to accrue sick, vacation
and personal leave. The maximum accrual of these absences depends upon the
contractual agreement each employee falls under. The City has eleven different
agreements with its employees. All employees, except police and fire, who leave the
employment of the City are entitled to be paid for unused vacation leave. Upon
retirement, unused vacation and unused sick leave, at rates ranging from twenty-five to
seventy-five percent, depending on the contract and hire date, is paid to the employee.
Police and fire emplovees are not entitled to receive payouts of unused vacation and sick
leave when they leave the employment of the City.

The expenditure is recorded at the time the benefit is paid or when anticipated to be paid
with available current resources. Estimated vested vacation and sick leave and
compensated absences accumulated by City employees have beenrecorded in the General
Fund, for those amounts anticipated to be paid with available current resources, with the
remainder recorded in the Non-Current Government Liability account group.

b
)

See independent auditor’s report.
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NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2012

3. DETAIL NOTES ON ALL FUNDS AND ACCOUNT GROUPS (CONTINUED)
E. Liabilities (Continued)

2. Compensated Absences (Continued)

The City has accrued compensated absences for vacation, vesting sick leave and other
compensated absences with similar characteristics in accordance with Governmental
Accounting Standards Board (GASB) Pronouncement Number 16 - Accounting For
Compensated Absences. In accordance with GASB No. 16, additional amounts for
employees who are expected to attain vested status and the related fringe benefits have
also been accrued.

Short-Term Debt

)

Liabilities for bond anticipation notes (BANSs) are generally accounted for in the Capital
Project Fund. State law requires that BANSs issued for capital purposes be converted to
long-term obligations within five years after the original issue date.

At December 31, 2012, BANs outstanding of $61,109,619 are reflected in the Capital
Projects Fund, are used to fund various improvements and have a maturity date of May
7. 2013 with an interest rate of 1.2%.

The following is a summary of changes in short-term debt for the year ended December
31,2012:

Payable at Payable at
Januarv 1, 2012 Issued Redeemed December 31,2012

Bond anticipation ,
notes $50.305.594 $11.706.025 §$ __ 910.000 $ 61.101,619

See independent auditor’s report. 33



CITY OF SCHENECTADY, NEW YORK
NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 3], 2012

3. DETAIL NOTES ON ALL FUNDS AND ACCOUNT GROUPS (CONTINUED)
E. Liabilities (Continued)

4. Long -Term Debt

At December 31, 2012 the total outstanding serial bonds and capital notes indebtedness of
the primary government aggregated $39,020,000.

Serial Bonds - The local government, like most governmental units, borrows money in order
to acquire land or equipment or construct buildings and improvements. This policy enables
the cost of these capital assets to be borne by the present and future taxpayers receiving the
benefit of these capital assets. These long-term liabilities, which are full faith and credit debt
of the local government, are recorded in the Non-Current Government Liability Account
Group. The provision to be made in future budgets for capital indebtedness represents the
amount, exclusive of interest, authorized to be collected in future years from taxpayers and
others for liquidation of the long-term liabilities.

Other Long-Term Debt - In addition to the above long-term debt the City has the following
noncurrent liabilities:

Capital Notes Pavable - Represents the principal outstanding on proceeds of long-term loans.
p 3 P P p gonp g

Due to Employees’ Retirement Systems - Represents amounts accrued primarily for early
retirement incentives adopted by the City Council.

Compensated Absences - Represents the value of earned and unused portion of the liability
for compensated absences.

Installment Purchase Debt- Represents the future minimum lease payments on capital leases.

Judgments and Claims - Represents legal judgments and claims and tax certiorari
proceedings that have been or will probably be settled against the City. See Note 4D and 4E.
In addition, the judgment and claim liability represents the estimate of the City’s share of
incurred but not reported claim costs for the self-insured workers’ compensation and health
insurance obligations, net of the amounts recorded in the general fund. See Note 1 .

Postemployment Benefits - Represents the actuarial present value for the continuation of
certain medical and dental insurance for certain retirees and their spouses.

Other Liability - Represents the estimated net present value of the liability to the Downtown
Schenectady Improvement Corporation.

See independent auditor’s report. 34



CITY OF SCHENECTADY, NEW YORK
NOTES 7O REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2012

3. DETAIL NOTES ON ALL FUNDS AND ACCOUNT GROUPS (CONTINUED)
E. Liabilities (Continued)

4. Long -Term Debt (Continued)

The following is a summary of changes in long-term liabilities for the year ended December

31,2012:
Payable at Other Payable at
January 1,2012  Issued Redeemed Decrease December 31, 2012
Capital Notes Payable § 780,000 S . § 150,000 $ - $§ 630,000
Serial Bonds 42,885,000 - 4,495,000 - 38,390,000
Due to Employees’

Retirement Systems 591,280 - 279,844 - 311,436
Compensated Absence 2,398,590 - - (46,184) 2,352,406
Installment Purchase Debt 4,453,021 2,162,801 1,215,060 - 5,400,762
Judgment and Claims

Payable 8,604,539 - - (12,182) 8,592,357
Other Liability 442 634 - 23,442 - 419,192
Post-employment Benefits 13,775,111 20.529.338 6.216.208 - 28.088.241

Total $ 73,930,175 $22.692.139 §12.379.554 § (58,360) §84.184.394

WA

See independent auditor’s report. 3



CITY OF SCHENECTADY, NEW YORK
NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2012

3. DETAIL NOTES ON ALL FUNDS AND ACCOUNT GROUPS (CONTINUED)
E. Liabilities (Continued)

4. Lone-Term Debt (Continued)

Balance
Payable From/ Original Interest Final Qutstanding
Description Issued Amounts Rate (%) Maturity 2012
General Fand
General Purpose 2002 $§ 4,184,925 4.00%-4.125% 2017 $ 1,100,000
General Purpose 2007 4,973,643 3.29%-4.25% 2026 4,019,890
General Purpose 2008 3,985,323 4.00%-4.5% 2030 3,515,078
General Purpose 2010 3,768,600  2.00%-3.00% 2019 2,263,600
General Purpose 2011 3,769,500  4.375%-5.00% 2038 3,697,500
Water Fund
Water Fund 2002 1,231,344 4.00%-4.125% 2017 490,000
Water Fund 2007 1,012,300 3.29%-4 25)” 2026 818,170
Water Fund 2008 1,891,941 4.00%-4.25% 2030 1,668,704
Water Fund 2010 3,220,000  2.00%-3.00% 2019 1,924,000
Water Fund 2011 1,884,750  4.373%-5.00% 2038 1,848,750
Sewer Fund
Sewer Fund 2002 1,314,731 4.00%-4.125% 2017 490,000
Sewer Fund 2007 3,343,000 3.29%-4.25% 2026 2,701,940
Sewer Fund 2008 5,500,708 4.00%-4.5% 2030 4,851,657
Sewer Fund 2010 3,492,800 2 O(}m-" 00% 2019 2,112,400
Sewer Fund 2011 6,910,750 4.375%-3.00% 2038 6,778,750
Recreation Fund
Golf Course 2002 153,000 4.9%-3.0% 2017 50,000
Golf Course 2008 67,528 4,00%-4.5% 2030 59.561
Total Serial Bonds $ 38,390,000

See independent auditor’s report.



CITY OF SCHENECTADY, NEW YORK

NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2012

3. DETAIL NOTES ON ALL FUNDS AND ACCOUNT GROUPS (CONTINUED)

E. Liabilities (Continued)

4. Long-Term Debt (Continued)

The following is a schedule of capital notes payable at December 31, 2012:

New York State Environmental Facilities Corporation,

interest 3.40%-5.65%, maturing in 2016.

New York State Environmental Facilities Corporation,

interest 3.60%-5.90%, maturing in 2016.

Total Capital Notes Payable

$ 460,000
__170.000
$ 630000

Serial bond and capital note maturities, and the related interest, are as follows:

Serial Capital
Bonds Motes

2013 § 3,065,000 $ 155,000
2014 2,965,000 155,000
2015 2,960,000 160,000
2016 2,435,000 160,000
2017 2,020,000 -
2018-2022 7,625,000 -
2023-2027 8,010,000 -
2028-2032 5,030,000 -
2033-2036 3,480,000 -
2038 800.000 -

Total $ 38.390.000 § _630.000

Installment Purchase Debt
Minimum future lease payments are:

2013 $ 1,055,844

2014 981,313

2015 1,256,520

2016 839,365

2017 899,149

Thereafter 903.130

Total Payments
Less: amount representing interest
Total Minimum Lease Payments  §

5,935,321

_ (334.559)
5 5.400.762

See independent auditor’s report.
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1,569,485
1,457,772
1,345,593
1,238,567
1,145,906
4,727,047
3,017,450
1,522,168

642,472
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CITY OF SCHENECTADY, NEW YORK
NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONT INUED)
DECEMBER 31, 2012

3. DETAIL NOTES ON ALL FUNDS AND ACCOUNT GROUPS (CONTINUED)
E. Liabilities (Continued)

4. Loneg-Term Debt (Continued)

Due to Emplovees’ Retirement Systems and Police and Fire Retirement Systems

The due to employees’ retirement systems maturities are as follows:

2013 $ 77.859
2014 77,859
2015 77,859
2016 77.859

$ 311.436

5. Post Emplovment Benefits Pavable

As of December 31, 2012, the liability for post-employment benefits payable calculated
in accordance with Government Accounting Standards Board No. 45 (“GASB 43") is
$231,995,472 based on an actuarial valuation dated January 1, 2012. The City has
elected to amortize this liability over 30 years as permitted by GASB 45, therefore the
liability appearing in December 31, 2012 financial statements is $28,088,241.

A. Present Value of Future Benefits

1. Retirees 3 143,832,549
2. Active employees 88.162.923
3. Total § 231995477

B. Caleulation of Amortization of UAL (open level dollar method)

1. Unfunded Actuarial Accrued Liability (“*UAL”) at beginning of year $  231,995472
2. Amortization Period 30
3. Present Value Factor at the beginning of the year 17.9837
4. Amortization Payment at the beginning of the year S 12,900,319
C. Calculation of Annual Required Contribution for the 2012 fiscal year
1. Normal Cost $ 7,075,596
2.  Amortization Payment 12,900,319
3. Interest to end of fiscal vear at 4.00% 799.037
4. Annual Required Contribution (“ARC”} 3 20.774.952
D. Calculation of ARC Adjustment
1. Net OPEB Obligation/(Asset) as of the beginning of year $ 13,775,111
2. Amortization Period 30
3. Present Value Factor at the end of the year 17.2920
4. Amortization Amount at the end of the vear (“ARC Adjustment”) 3 796.618
38

See independent anditor’s report.



CITY OF SCHENECTADY, NEW YORK
NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS ( CONT: INUED)
DECEMBER 31, 2012

3. DETAIL NOTES ON ALL FUNDS AND ACCOUNT GROUPS (CONTINUED)

E. Liabilities (Continued)

5. Post Emplovment Benefits Pavable (Continued)

E. Calculation of OPEEB Expense

1.

2
L.

W a

ARC

Interest at 4.00% on Net OPEB Obligation/(Assets) as of the beginning
of year

ARC Adjustment

OPEB

F. Reconciliation of Net OPEB Obligation

L N A

Net OPEB Obligation at the beginning of the year
OPEB Expense

Net OPEB Contributions made during the fiscal year
Net OPEB Obligation at the end of'the year
Percentage of Expense Contributed

G. Schedule of Funding Progress

1

1.

[

AN LA s L

Currently retired liability

Actives eligible to retire

Actives not vet eligible

Actuarial Accrued Liability

Actuarial Value of Assets

Unfunded Actuarial Accrued Liability

H. Schedule of Participants

I.
2.
3.

Currently retired participants
Active participants
Total Participants

I Schedule of Employer Contributions

Contributions

1. Actuarial Assumptions

:&'—ku)h)»—-o

Funding Interest Rate

Trend Rates 2012

Ultimate Trend Rate

Fiscal Year Ultimate Trend Rates Reached

See independent auditor’s report.
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CITY OF SCHENECTADY, NEW YORK
NOTES 7O REGULATORY BASIS FINANCIAL STATEMENTS / CONTINUE D)
DECEMBER 3], 2012

3. DETAIL NOTES ON ALL FUNDS AND ACCOUNT GROUPS (CONTINUED)
E. Liabilities (Continued)

6. Deferred Revenue

Deferred revenue at December 31, 2012 consists of the following:

General Fund

Real property taxes (See Note 3 C) § 313,058
Parking fees and unpaid municipal voucher billings 230,154
Water Fund

Water rents N 95.328

Sewer Fund

Sewer rents 3 168.586

Special Grant Fund

Community Development Agency State Aid $ 20,922

Community Development Agency loans (see Note 1 A) 119,952

Community Development Agency Program Income 3,069

Schenectady Local Development Corporation loans (see

Note 3 D) 320,309

Schenectady Housing Development Fund Corporation (see

Note 3 D) 43,746

Miscellaneous Grants 61,011

Home Investment Partnership Program 712
Total $ 569.721

F. Interfund Receivables

Interfund receivables and payables at December 31, 2012 are as follows:

Fund Receivables Pavables
General $ 1,146,121  $ -
Special Grant - 741,109
Capital Projects - 405.012
Total $ 1,146,121 § 1.146.121

See independent auditor’s report. 40



CITY OF SCHENECTADY, NEW YORK
NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2012

3. DETAIL NOTES ON ALL FUNDS AND ACCOUNT GROUPS (CONTINUED)
G. Fund Equity and Reserves

The City has implemented GASB 54 “Fund Balance Reporting and Governmental Fund Type
Definitions.”

GASB 54 defines five categories of fund balances as follows:

+ Non-spendable fund balance includes amounts that cannot be spent because they are either
not in spendable form or legally or contractually required to be maintained intact. The
City’s non-spendable fund balance includes $102,832 in prepaid expenses at December 31,
2012.

» Restricted fund balance includes amounts restricted when constraints placed on the use
of resources are either externally imposed by creditors, grantors, contributors, or laws or
regulations of other governments; or imposed by law through constitutional provisions or
enabling legislation. The City’s restricted fund balance consists of the following at
December 31, 2012:

General Water Sewer Recreation
Fund Fund Fund Fund

Snow and Ice Removal $ 200,000 $ - $ - $ -
Tax Stabilization 5,800,338 - - -
Bonded Debt 1,327,816 495,298 086,454 9,625
Tax Certiorari 374,500 - - -
Litigation 514,901 - - -
Miscellaneous 318,837 15,050 355,850 1,740
Capital Reserve 610,000 1,897,388 2,833,880 463,944
Repair Reserve - 211916

$9.146392 $ 2.407.736 $4.388.100 § 475.309

Tax Stabilization

In accordance with General Municipal Law 6-e the City has established a tax stabilization
reserve to offset anticipated revenue shortfalls budgeted in 2012 in the General Fund.

« Committed fund balance includes amounts that can only be used for specific purposes

pursuant to constraints imposed by formal action of th City Council. The City had no
committed fund balances at December 31, 2012,

See independent auditor’s report. 41



CITY OF SCHENECTADY, NEW YORK
NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2012

3. DETAIL NOTES ON ALL FUNDS AND ACCOUNT GROUPS (CONTINUED)

G. Fund Equity and Reserves (Continued)

+ Assigned fund balance includes amounts that are constrained by the City’s intent to be used for specific
purposes, but are neither restricted nor committed. Assigned fund balances include funds that are legally
mandated to be accounted for separately as well as amounts that have been contractually obligated by the
City or designated by the City for ensuing year’s budget. Assigned fund balance includes the following:

General Water Sewer Recreation Special
Fund Fund Fund Fund Grant
Encumbrances $ 91,920 § 7430 % 9,383 § 200 $ -
Home and Community Services - 1,660,020 2,157,148 - 338,853

Culture and Recreation

- - - 215225 -
$ 91920 $1.667.470 $2.166531 $ 215425 § 338853

+  Unassigned fund balance represents fund balance that has not been assigned to other funds and that has
not been restricted, committed or assigned to specific purposes within the fund.

4. COMMITMENTS AND CONTINGENCIES

A.

The City has received several federal and state grants for special purposes that are subject to review and

udit by the grantor agencies. Such audits could lead to request for reimbursements to grantor agencies for
expenditures disallowed under the terms of the grant. Based upon prior experience, City management
believes such disallowances, if any, would not be material.

In 2004, the City of Schenectady entered into an agreement with Schenectady Metroplex Authority
(Metroplex) for the sale of five parking lots and the Broadway Center Garage facility for $1,000,000 with
an option for the purchase of two additional parking lots for $4. The options shall be for a term of ten years
commencing on June 29, 2004.

As part of the sale agreement the City has agreed to pay the Downtown Schenectady Improvement
Corporation the total sum of $1,000,000 in annual installments of $50,000 per year for a term of twenty
years. The estimated net present value of the liability of $419,192, calculated using an assumed rate of
interest of 6%, has been recorded in the non-current government liability account group at December 31,
2012.

See independent auditor’s report. 42



CITY OF SCHENECTADY, NEW YORK
NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2012

4. COMMITMENTS AND CONTINGENCIES (CONTINUED)

C.

Tax review cases are pending against the City for reductions in the assessed value of
property. The petitions are for taxes collected in 1991 through 2011. Management believes
that the likelihood of reductions is probable. Provision for losses for cases settled after
December 31, 2012, and the City’s estimate of losses for cases unsettled to date of
$1,362,000, are included in the non-current government liability group of accounts in the
judgments and claims payable.

The City has been named defendant in various actions. A review of these actions with the
City’s Attorney indicates that the risk of loss to the City is probable for certain cases,
reasonably possible for other cases or unable to assess risk of loss. The remaining cases are
either fully covered by insurance or without substantial merit. Provision for losses for these
cases that have a probable risk of loss are included in the non-current government liability
account group and those that are reasonably possible for which a range of loss has been
estimated are included in the miscellaneous reserves in the General Fund at December 31,
2012.

The City has entered into an agreement with the Downtown Schenectady Improvement
Corporation (the “Corporation™) to provide certain services to the Downtown Special
Assessment District (the “District”). If unanticipated expenses are incurred by the
Corporation as a result of performing the contracted services, the District would be required
to pay the Corporation the additional amount. For the year ended December-31, 2012, no
additional amount was owed.

The City is the lead agency for a Consortium consisting of the City of Troy and the Town of
Colonie and is responsible for the administration of the HOME Investment Partnership
Program Grant (HOME) awarded to the Consortium by the U.S. Department of Housing and
Urban Development. The City of Troy was not able to commit the funds as required by the
grant. To prevent the loss of HOME Grant, the City acting in its fiduciary capacity on behalf
of the Consortium, prudently and lawfully recaptured the sum of $1,108,519 allocated to
Troy for fiscal year 2004 and reallocated to the Town of Colonie and the City. For ten years
ending 2016, the City will pay the City of Troy $100,000 each year from the City’s HOME
Grant.

Environmental Concerns - The City is engaged in many activities (e.g., water and sewer
service, refuse collection, gasoline storage), in the normal course of operations, that are
potentially hazardous to the environment. As of December 31, 2012, the City is not aware
of any significant environmental problems that should be disclosed in the financial
statements.

See independent auditor’s report. 43
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4.

ol

2

COMMITMENTS AND CONTINGENCIES (CONTINUED)

H. Union Contracts - Police, Fire Department and general city employees are each represented
by collective bargaining agents. Those agents which represent them and the dates of
expiration of their agreements are as follows:

Contract Expiration

Bargaining Unit Date
AFSCME - Local 1037A December 31, 2016
Civil Service Employees Association - Local 1000 December 31, 2011
Empire State Regional Council of Carpenters December 31, 2011
Electrical Workers - Local 236 December 31, 2011
Schenectady Police Benevolent Association December 31, 2013
City Fire Fighters Union December 31, 2014
Trade Unions December 31, 2011
Operating Engineers December 31, 2011

Expired contracts as of December 31, 2011 are currently in negotiation.

1. Constitutional Debr Limit - As of the City of Schenectady’s latest borrowing in May 2012,
the City had exhausted 55.04% of its constitutional debt limit.

JOINT VENTURES
The following activities are undertaken jointly with other municipalities. These activities are
excluded from the financial statements of all participating municipalities. Separate financial

statements are issued for such joint ventures.

A. Intermunicipal Watershed Rules and Regulations Board

The City of Schenectady and the Towns of Niskayuna, Glenville, Rotterdam and the Village
of Scotia, New York, jointly comprise the Intermunicipal Watershed Rules and Regulations
Board. The venture operates under the terms of an agreement dated July 11, 1991. The
agreement is for the period of five years with an option for renewal increments of five year
periods. The first option for renewal was executed in 1996. Although no written extension
has been negotiated since, the venture has been operating as if renewal options have been
exercised. Significant provisions of the agreement are as follows:

1. The board of each municipality jointly act as the governing body for the joint venture.

2. The governing body has established a contribution formula to fund the costs of the
Board. The initial formula for municipal contributions to the operating budget of the
Board was based upon the total number of gallons pumped from the aquifer by each of
the municipalities between 1980 and 1989. In subsequent years the allocation has been
based on actual gallons used during that year. The fee based on the water used by the
Town of Niskayuna was initially reported and paid for by the City of Schenectady and
is included in the cost of the water purchased by the Town of Niskayuna from the City
of Schenectady.

See independent auditor’s report. 44
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h

JOINT VENTURES (CONTINUED)

The following is an unaudited summary of financial information included in financial statements
issued for the joint venture for the years ended November 1, 2012:

Total Assets $ 26,023
Total Liabilities § 2782
Joint Venture Equity $ 23241
Total Revenues $ -

Total Expenses S 4782

B. Great Flats Aquifer

In 1987 the City of Schenectady and the Town of Niskayuna entered into an agreement on
the use of $300,000 received from a developer as a settlement of a legal proceeding. The two
parties agreed to use the proceeds for matters related to the Great Flats Aquifer and to require
all expenditures ot these funds and the related interest earned to be approved by the Chief
Executive Officer of each municipality.

The following is an unaudited summary of financial information included in financial statements
issued for the joint venture for the years ended December 31, 2012:

Total Assets $ 185,593
Joint Venture Equity § 185,593
Total Revenues $ 463
Total Expenses $ -

SALES TAX

The City renewed its sales tax agreement with the County of Schenectady which initially took
effect December 1, 2009 and continued through November 30, 2012 wherein the County
imposed a 3.5% county-wide sales tax to be allocated among the initial 3% and additional .5%,
which provided for the City to receive $11,100,000 in 2012.

The sales tax agreement was again renewed effective December 1, 2012 providing the City with
an annual sales tax of $11,700,000 in fiscal year 2013 and then in each fiscal year through
November 30, 2020, the same percentage of the 3% tax revenue collected as received in fiscal
year 2013,

DEFERRED COMPENSATION PLAN
The City offers its employees a deferred compensation plan created in accordance with Internal
Revenue Code Section 457, The plan, available to all employees, permits employees to defer

a portion of their salary until future years. The deferred compensation is not available to
employees until termination, retirement, death or unforeseeable emergency.
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NOTES TO REGULATORY BASIS FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2012

DEFERRED COMPENSATION PLAN (CONTINUED)
All amounts deferred under the plan, all property rights and rights purchased with such amounts,
and all income attributed to such amounts, property, or rights, are solely the property and rights

of the employees. Therefore, the fair value of the plan assets and corresponding liability to
employees is not reported in these general purpose financial statements.

SUBSEQUENT EVENT

The City anticipates it will refinance the $61,101,619 BAN due May 17,2013 witha BAN which
will total $66,886,355.

See independent auditor’s report. 46



