Tuesday, March 26, 2013
21 Lodge Street 8:00 a.m.

Capitalize Albany Corporation
Board of Directors Meeting

Agenda

. Review of Minutes from the Regular Meeting of January 22, 2013

. Downtown Tactical Plan Update

. 245 Lark Street Resolution 5-2013

. IDA/CRC Professional Services Agreement Resolution 6-2013

. IDA Economic Development Grant Resolution 7-2013

. Audit Committee Update

a. Review 2012 Audit and Draft 2012 Audited Financial Statements

b. Review Draft 2012 Annual Report/Procurement Report/Investment Report
. PAAA Update

a. ABO Operational Review Update

b. Mission Statement Measurement Report Resolution 8-2013

. Executive Session (if necessary)



Capitalize Albany Corporation Board Meeting
March 26, 2013

Agenda Item #1: Review of Minutes from the Regular Board Meeting of January 22, 2013

Materials:
e 1/22/13 Capitalize Albany Corporation Board Minutes
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Capitalize Albany Corporation Board Meeting
MINUTES
Tuesday, January 22, 2013

The meeting of the Capitalize Albany Corporation Board of Directors was held at 8:00 a.m.,
Tuesday, January 22, 2013 at 21 Lodge Street.

The following were in attendance:

Board of Directors:

Michael Castellana Michael Fancher
Mark Sullivan Michele Vennard
Dorsey Whitehead Lee McElroy
David Parente John Vero

Jeff Sperry

Other:

Thomas M. Owens, Esq., Poulomi Tambwekar (NYS Authorities Budget Office), and Santiago
Guerrero (NYS Authorities Budget Office).

Staff:
Michael Yevoli, Erik Smith, Sarah Reginelli, Mark Opalka, Brad Chevalier, Amanda Vitullo and
Amy Gardner.

Chairman Michael Castellana called the regular meeting of the Capitalize Albany Corporation
Board to order at 8:05 a.m.

Approval of Minutes for December 18, 2012 Board Meeting

The Board reviewed the minutes of the December 18, 2012 meeting. Lee McElroy made a
motion for approval. Jeff Sperry seconded. The Board agreed unanimously to approve the
minutes.

Finance Update

Jeff Sperry recused himself and left the room for the duration of the conversation. Staff updated
the Board on the interviews of the potential real-estate brokers conducted at the recent Finance
Committee meeting. Staff advised the Board that they recommend Vanguard Fine be chosen to
list the property for a number of factors, including Vanguard Fine’s history with the property.
Staff advised the Board that the agreement with the commercial broker to list the property would
be one year. The Board agreed with staff’s decision to employee VVanguard Fine as the listing
agent and advised them to move forward with the process.

Joint Venture Agreement Resolution 2-2013

Staff reviewed the project proposed by Winn Development Company, LP (the Developer) to
convert the former Philip Livingston School into approximately 103 affordable rental-housing
units. Staff advised the Board that the Developer would like to utilize a mixture of public and
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private financing to complete the project, including 9% low-income tax credits awarded by the
New York State Office of Homes and Community Renewal (HCR) through an application
process. To enhance the project’s application to HCR for low-income tax credit financing,
participation by a not for profit is required. A discussion ensued concerning the Corporation
serving as the not for profit in the Project.

Following such discussion, a motion to adopt the resolution was made by Lee McElroy and
seconded by Mark Sullivan. A vote being taken, the motion passed unanimously.

PAAA/PARA Update

ABO Compliance Review

Staff updated the Board on the audit of the Corporation being conducted by the Authorities
Budget Office (ABO). Staff advised that Board that they had provided the ABO with all
requested documents and were meeting with the ABO on a regular basis. The results of the
review will be made public when it is completed.

Draft CAC Discretionary Spending Policy Resolution 3-2013
Staff reviewed the draft policy with the Board. Staff advised the Board that the draft policy was
based on recommended practices recently provided by the ABO.

A motion to adopt the resolution was made by Jeff Sperry and seconded by Michele Vennard. A
vote being taken, the motion passed unanimously.

Mission Statement Metrics Discussion
Staff advised the Board that they would be presenting a mission statement and related
performance metrics within the next couple of months to the Board.

Regional Economic Development Council Update

City of Albany Awards Summary
Staff reviewed all projects receiving funding through the Regional Economic Development
Council’s most recent CFA process.

CFA Award Contracts Resolution 4-2013
The resolution was not considered due to a lack of quorum. The resolution will be discussed and
considered at the next Board meeting.

Downtown Tactical Plan Update

Committee Structure

The Board decided that five to seven members should serve on the advisory committee.
Chairman Castellana asked the Board Members for volunteers to serve on the committee. The
Committee schedule was discussed.

RFQ Responses
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Staff discussed their review of the responses to the Request for Qualifications (RFQ) and how
the list was pared down to eight. The top eight responses were reviewed with the Board.

RFP Discussion

Staff reviewed the scope of work that will be included in the Request for Proposal (RFP). Staff
advised the Board that they will be approaching the City to discuss the possibility of including
the waterfront project and funding in the tactical plan.

Donor Solicitation

Staff reviewed possible donors that they will be approaching in the coming months. The budget
for the project was also reviewed. The budgets provided by the RFP responses will be
considered when determining the level of funding needed for the project.

There being no further business the Capitalize Albany Corporation Board of Directors regular
meeting was adjourned at 9:30 a.m.



Capitalize Albany Corporation Board Meeting
March 26, 2013

Agenda Item #2: Downtown Tactical Plan

Materials:
e None.



Capitalize Albany Corporation Board Meeting
March 26, 2013

Agenda Item #3: 245 Lark Street Resolution 5-2013

Materials:
¢ Resolution 5-2013
e Request of Lease Termination



RESOLUTION 5-2013
OF THE
CAPITALIZE ALBANY CORPORATION

WHEREAS, CAC currently leases the real property located at 245 Lark Street,
Albany, New York to the Lark Street Neighborhood District Management Association,
Inc. (aka “Lark Street Business Improvement District” or “Lark Street BID”) pursuant to
a lease dated August 16, 1999 and amended September 8, 2003 (“lease”) with rent of
$1,667.89/month and a term until Decemberl, 2028; and

WHEREAS, the Lark Street BID in a letter dated October 2012 (see attached)
requested that the CAC allow the Lark Street BID to vacate the lease; and

WHEREAS, CAC will not waive any rights or remedies available to it pursuant
to the Lease until the Lark Street BID cures any existing defaults under the lease or
property damage to the building;

NOW THEREFORE BE IT RESOLVED, that the Capitalize Albany
Corporation Board of Directors:

1. Consents to the request of the Lark Street BID to vacate the lease
subject to the Lark Street BID curing any existing defaults under
the lease or property damage to the building.

2. Authorizes the President to expend an amount not to exceed
$30,000 subject to CAC’s Procurement Policy to make necessary
repairs and improvements to the building in anticipation of
securing a new tenant to mitigate the loss of lease revenue
resulting from the BID’s action.

3. Authorizes the President to pursue a sale of building subject to an
appraisal, with Board approval for a sale being considered at a
future date in a separate resolution.

Signed:

Michael Yevoli
President

Date of Authorization: March 26, 2013

Prepared by Erik J. Smith



Sk Street

Business Improvement District

Thomas M. Owens, Esq. October 17, 2012
Attorney at Law

P.O. Box 307

Slingerlands, NY 12159

Dear Thomas M. Owens, Esq.,

Thank you for your letter. We greatly appreciate the time you have spent on this matter. |
have gathered the information you have requested:

The violation of overgrowth in the backyard has been resolved. We have made efforts in
the last three months to better maintain our front and backyard.

Our two tenants: In Our Own Voices and Barbara Segreto are up to date on payments. We
have had little problems with both tenants. Segreto has been a tenant since 2003. Her rent
has gone from $250 to $350 since 2003. I think that may partially be from getting a larger
office, but I do not have verification of that. Her lease is up for renewal on October 31,
2012.

In Our Own Voices has been our tenant since 2005. They now have most of the offices in
the building with the exception of four. This is result of their rapid expansion within their
non-profit over the last seven years. In 2005 they started out with one large office and paid
$500/month. Over the years they have rented more offices causing their rate to increase
gradually. In Our Own Voices is currently paying $1,950/month as a result of adding more
offices to their lease. Their lease is up for renewal on February 1, 2012.

All of the building’s utilities (with the exception of phone and internet) are paid by Lark
Street Business Improvement District. Utilities average out to be $600/month or $7,200/
year. We can assume that the majority of our utility bill is a result of our tenant In Our
Own Voices due to their 10+ employees, compared to our two employees at Lark Street
BID.

During the past three years, several maintenance issues have been attended to. This
includes the regular issues of maintaining the property: changing air filters; repainting back
hallway; fixing air conditioner, faucet, door, alarm system, etc. Larger construction
projects have included getting a new $9,000+ roof due to leakage. A new boiler was
installed and all related oil apparatuses were removed. The fan coil unit on second floor
was replaced. Bars were placed on basement windows to increase safety of the property.
This list is not exhaustive.

Lark Street Business Improvement District 245 Lark Street, Albany, NY 12210. 518.434.3861 www.larkstreet.org



We have appreciated this historical building throughout the years and are very fond of
having our offices here. All of your efforts to help us along the years have certainly not
been ignored, rather they are greatly valued by the Lark Street BID; however, as you know,
we have a very small scale operation and feel that we do not have the resources to best take
care of the building. As a non-profit, we strongly believe in our mission to support the city
of Albany through our efforts on Lark Street. We hope you will empathize with us that we
cannot fully support our mission if we need to spend our resources on continuing the
upkeep of the building.

It is understood by all that this is very large request to get out of our lease. We do not take
our request lightly, but rather we value the opportunity of your organization to even
consider our request. Please let us know if there is any more information that we can give
you to better propose this request. | sent you our tenant leases last week. Please let me
know if you would like me to resend them.

Thank you for your time and consideration,

Sincerely,

Jerry Aumand



Capitalize Albany Corporation Board Meeting
March 26, 2013

Agenda Item #4: IDA/CRC Professional Services Agreement Resolution 6-2013

Materials:
e Resolution 6-2013
e IDAJ/CRC Professional Services Agreement



RESOLUTION 6-2013
OF THE

I CAPITALIZE ALBANY CORPORATION I

WHEREAS, Capitalize Albany Corporation (“CAC’) has determined that
providing the City of Albany Industrial Development Agency (“CAIDA”) and the City of
Albany Capital Resource Corporation (“CACRC”) with professional economic
development management and administrative support services most efficiently pursues
the Corporation’s mission; and

WHEREAS, the CAC Board of Directors has reviewed the attached draft
Professional Services Agreement (“Draft Agreement”) between CAC and the CAIDA
and the CACR and finds the terms to be fair and reasonable to CAC;

NOW THEREFORE BE IT RESOLVED, that the Board of Directors of the
Capitalize Albany Corporation authorizes the Chairman to negotiate and execute the
Professional Services Agreement with the CAIDA and CACRC in accordance with the
terms and conditions substantially as detailed in the attached Draft Agreement.

Signed:

Michael J. Yevoli, President

Date of Authorization: March 26, 2013
Prepared by Erik J. Smith



PROFESSIONAL SERVICES AGREEMENT
Between

CAPITALIZE ALBANY CORPORATION (CAC)
and
CITY OF ALBANY INDUSTRIAL DEVELOPMENT AGENCY (AIDA)
and
CITY OF ALBANY CAPITAL RESOURCE CORPORATION (ACRC)

This agreement, made this XX" day of March, in the year Two Thousand
and Thirteen between the City of Albany Industrial Development Agency
(hereinafter referred to as the (“AIDA”), the City of Albany Capital Resource
Corporation (hereinafter referred to as the (“ACRC”), and the Capitalize Albany
Corporation, a not for profit corporation having its principal place of business at
21 Lodge Street, Albany, New York 12207 (hereinafter referred to as the “CAC”):

WITNESSETH:

WHEREAS, the CAC has offered to provide professional economic
development management and administrative support services to the AIDA and
the ACRC, and,

WHEREAS, the AIDA and the ACRC has accepted the offer of the CAC

for such professional services.

NOW, THEREFORE, THE PARTIES HERETO DO MUTUALLY
COVENANT AND AGREE AS FOLLOWS:

ARTICLE 1 -SERVICES TO BE PERFORMED

The CAC shall perform the professional and administrative support
services set forth under Article 2 entitted “SCOPE OF PROFESSIONAL
SERVICES” during the period commencing on January 1, 2013 and continuing
until December 31, 2013. In the performance and acceptance of the services
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herein, the parties understand, acknowledge and agree that the CAC is
assuming no managerial role, nor undertaking any oversight responsibilities with
regard to the powers and duties of the AIDA or the ACRC or the actions or non-
actions of its Board of Directors. Nothing in this agreement should be construed
to transfer governance, oversight or fiduciary responsibilities from the AIDA or
the ACRC to CAC.

ARTICLE 2 - SCOPE OF PROFESSIONAL SERVICES

During the period of this agreement, the CAC agrees to provide staffing,
office equipment, utilities, phone and computer networking to perform the
administrative, managerial, marketing, and project development functions of the
AIDA and the ACRC. Additionally, CAC will provide support to assist the Chief
Executive Officer and Chief Financial Officer of the AIDA and the ACRC in the
execution of their AIDA and ACRC duties. CAC shall be responsible for the
services described on Schedule A attached.

ARTICLE 3 - PROFESSIONAL SERVICES FEE

In consideration of the terms and conditions of this agreement, the AIDA
agrees to pay and the CAC agrees to accept, as full compensation for all
services rendered under this agreement an amount not to exceed $250,000. The
CAC shall provide professional staff time towards fulfillment of this agreement,
including all administrative clerical, secretarial, accounting, compliance, and

information technology support as required.

ARTICLE 4 - METHOD OF PAYMENT

The AIDA will pay CAC its professional services fee referenced under
Article 3 of this agreement in twelve (12) monthly installments due and payable

on the fifteenth day of each month.

ARTICLE 5 - TERMINATION
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This agreement may be terminated at any time by any party for cause
upon thirty (30) days written notice. In the event of termination, CAC shall be
entitled to compensation for all work performed pursuant to this agreement to the

date of termination.

ARTICLE 6 —= MUTUAL INDEMNIFICATON

a. CAC shall defend, indemnify and hold harmless AIDA and ACRC and
their agents and employees from and against claims, damages, losses and
expenses, including, but not limited to reasonable attorneys’ fees, arising out of
or resulting from the negligence or willful misconduct of CAC in CAC’s
performance of the tasks detailed in this Grant Agreement, except if such claims,
damages, losses or expenses are caused by AIDA’s and/or ACRC’s negligence

or willful misconduct.

b. AIDA shall defend, indemnify and hold harmless CAC and ACRC and
their agents and employees from and against claims, damages, losses and
expenses, including, but not limited to reasonable attorneys’ fees, arising out of
or resulting from the negligence or willful misconduct of AIDA in AIDA’s
performance of the tasks detailed in this Grant Agreement, except if such claims,
damages, losses or expenses are caused by CAC’s and/or ACRC’s negligence

or willful misconduct.

c. ACRC shall defend, indemnify and hold harmless AIDA and CAC and
their agents and employees from and against claims, damages, losses and
expenses, including, but not limited to reasonable attorneys’ fees, arising out of
or resulting from the negligence or willful misconduct of ACRC in ACRC’s
performance of the tasks detailed in this Grant Agreement , except if such claims,
damages, losses or expenses are caused by AIDA’s and/or CAC’s negligence or

willful misconduct.

ARTICLE 7 - EQUAL EMPLOYMENT OPPORTUNITY
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CAC shall comply with all Federal, State, and Local equal employment
opportunity laws, rules, and regulations relating, to all matters contained in this

agreement.

ARTICLE 8 - ACCOUNTING RECORDS

Proper and full accounting records, including time sheets, shall be
maintained by CAC for all services provided pursuant to this agreement. All
applicable records shall be available for inspection or audit by the AIDA if

required.

IN WITNESS WHEREOF, the parties hereto have caused this agreement

to be executed the day and year first above written.

City of Albany Industrial Development Agency

By:

Chairman

City of Albany Capital Resource Corporation

By:

Chairman

Capitalize Albany Corporation

By:

Chairman

hicpsiifs\aidacontract2000
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SCHEDULE A

DESCRIPTION OF SERVICES

A. City of Albany Industrial Development Agency:

1.

10.

11.

12.

13.

Implementation, execution and compliance with the AIDA Policy Manual
that was adopted at the November 2002 AIDA Meeting.

Provide for the deposit and investment of the funds of AIDA in accordance
with Part 4 of the AIDA Policy Manual.

Provide for the preparation of reports of the deposit and investment of the
funds of AIDA in accordance with Part 4 of the AIDA Policy Manual.

Ensure that procurement of goods or services by AIDA complies with Part
5 of the AIDA Policy Manual.

Prepare an annual budget of AIDA and the filing of such budget in
accordance with Part 6 of the AIDA Policy Manual.

Monitor the activities of Bond Counsel to AIDA to ensure compliance with
Part 7 of the AIDA Policy Manual.

Provide for the preparation of financial statements and reports of AIDA
and the filing of such materials with appropriate State offices in
accordance with Part 8 of the AIDA Policy Manual.

Provide for compliance with the provisions of Part 9 of the AIDA Policy
Manual.

Report on questions involving potential conflicts of interest under Part 10
of the AIDA Policy Manual.

Provide for distribution of materials in accordance with Part 11 of the
AIDA Policy Manual.

Consult with AIDA agency counsel regarding membership and proper
appointment of members of AIDA pursuant to Part 12 of the AIDA Policy
Manual.

Act as Records Access Officer with regard to any requests for information
under the Freedom of Information Act in accordance with Part 13 of the
AIDA Policy Manual.

Consult with agency counsel to AIDA regarding proper notice of AIDA
meetings under Part 14 of the AIDA Policy Manual.
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14.

15.

16.

17.

18.

19.

20.

21.

Prepare, organize, and distribute minutes of each AIDA meeting in
accordance with Part 14 of the AIDA Policy Manual.

Coordinate the scheduling and noticing of public hearings and the delivery
of notification letters in accordance with Part 15 of the AIDA Policy
Manual.

Organize and maintain files relating to SEQRA compliance in accordance
with Part 16 of the AIDA Policy Manual.

Monitor and maintain files regarding the Uniform Tax Exemption Policy of
AIDA, including ensuring that any filings required under Part 17 of the
AIDA Policy Manual are made.

Provide for the preparation and distribution of Applications by applicants
in accordance with Part 18 of the AIDA Policy Manual.

Monitor and provide for the volume cap of AIDA in accordance with Part
19 of the AIDA Policy Manual.

Monitor and maintain files regarding the collection of administrative fees of
AIDA under Part 20 of the AIDA Policy Manual.

Review, organize, monitor and maintain policies and files relating to the
requirements imposed on the AIDA relating to the Public Authorities
Accountability Act, including, but not limited to, working with AIDA agency
counsel and AIDA bond counsel with respect to such policies.

B. City of Albany Capital Resource Corporation:

CAC will provide services similar to those described in Section A. above to

ACRC.
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Capitalize Albany Corporation Board Meeting
March 26, 2013

Agenda Item #5: IDA Economic Development Grant Resolution 7-2013

Materials:
e Resolution 7-2013
e 2013 IDA Economic Development Grant



RESOLUTION 7-2013
OF THE

I CAPITALIZE ALBANY CORPORATION I

WHEREAS, Capitalize Albany Corporation (“CAC’) has determined that
accepting an economic development grant from the City of Albany Industrial
Development Agency (“CAIDA”) is in accordance with the Corporation’s mission; and

WHEREAS, the CAC Board of Directors has reviewed the attached draft Grant
Agreement (“Draft Agreement”) between CAC and the CAIDA and finds the terms to be
fair and reasonable to CAC;

NOW THEREFORE BE IT RESOLVED, that the Board of Directors of the
Capitalize Albany Corporation authorizes the Chairman to negotiate and execute the
Grant Agreement with the CAIDA in accordance with the terms and conditions
substantially as detailed in the attached Draft Agreement.

Signed:

Michael J. Yevoli, President

Date of Authorization: March 26, 2012
Prepared by Erik J. Smith



GRANT AGREEMENT

THIS GRANT AGREEMENT dated as of March xx, 2013 (the “Grant Agreement”) between
CITY OF ALBANY INDUSTRIAL DEVELOPMENT AGENCY (the “Agency”), a public benefit
corporation organized and existing under the laws of the State of New York having an office for the
transaction of business located at 21 Lodge Street, Albany, New York, and CAPITALIZE ALBANY
CORPORATION (the “CAC”), a not-for-profit-corporation organized and existing under the laws of the
State of New York, having an office for the transaction of business located at 21 Lodge Street, Albany,
New York;

WITNESSETH:

WHEREAS, City of Albany Industrial Development Agency (the “Agency”) is authorized and
empowered by the provisions of Chapter 1030 of 1969 Laws of New York, constituting Title 1 of Article
18-A of the General Municipal Law, Chapter 24 of the Consolidated Laws of New York, as amended (the
“Enabling Act”) and Chapter 325 of the Laws of 1974 of the State of New York, as amended, codified as
Section 903-a of the General Municipal Law (said Chapter and the Enabling Act being hereinafter
collectively referred to as the “Act”) to promote, develop, encourage and assist in the acquiring,
constructing, reconstructing, improving, maintaining, equipping and furnishing of manufacturing,
warehousing, research, commercial or industrial facilities, among others, for the purpose of promoting,
attracting and developing economically sound commerce and industry to advance the job opportunities,
health, general prosperity and economic welfare of the people of the State of New York, to improve their
prosperity and standard of living, and to prevent unemployment and economic deterioration; and

WHEREAS, to accomplish its stated purposes, the Agency is authorized and empowered under
the Act to promote, develop, and encourage one or more “projects” (as defined in the Act) and thereby
advance the job opportunities, health, general prosperity and economic welfare of the people of the City
of Albany and to improve their recreation opportunities, prosperity and standard of living; and

WHEREAS, pursuant to a management agreement dated March XX, 2013 (the “Management
Agreement”) by and between the Agency and the CAC, the Agency has contracted with the CAC for the
management of the operations of the Agency; and

WHEREAS, the CAC develops and implements economic development strategies within the City
of Albany and, in connection with the development and implementation of such strategies, the CAC
undertakes various economic development programs and projects (the “Economic Development
Program”); and

WHEREAS, in order to assist the CAC in undertaking the Economic Development Program, the
Agency proposes to enter into this Grant Agreement under which the Agency will provide funds to the
CAC to pay a portion of the costs associated with the Economic Development Program; and

WHEREAS, the Agency will provide funds to the CAC as a grant in multiple disbursements
during the term of this Grant Agreement, each such disbursement to constitute a grant and the grants

provided for under this Grant Agreement to be hereinafter collectively referred to as the “Grant”; and

NOW, THEREFORE, in consideration of the mutual covenants contained herein, the Agency and
the CAC agree as follows:
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1. Grant and Program. The Agency and the CAC agree as follows:

@) That the Agency will make available to the CAC the Grant in an aggregate
amount equal to $250,000.

(b) That the Grant will be used for the express purpose of funding a portion of the
costs, both capital and operating costs, of the Economic Development Program of
the CAC, including, but not limited to the following: (i) implementation of the
Capitalize Albany strategy, (ii) general business development, including Empire
Zone administration, (iii) lending programs (including loan origination, funding
and servicing), (iv) Downtown Residential Program, and (v) coordination and
fiscal support of neighborhood and riverfront re-development.

2. Disbursement. The Grant shall be paid quarterly by the Agency to the CAC in an
amount equal to $62,500 on or about the last day of the quarter, commencing on March
31, 2013 and ending on December 31, 2013. Disbursement of grant proceeds is based
upon available cash.

3. Compliance with Law. The CAC covenants that it will use the moneys disbursed under
this Grant Agreement only in the manner authorized by this Grant Agreement.

4. Repayment. Nothing herein shall be construed to require the CAC to reimburse the
Agency for the Grant.
5. Information. The CAC agrees to furnish to the Agency, the following: (a) progress

reports regarding the Economic Development Program, (b) a financial report indicating
how the Grant is being spent; and (c) such other information as the Agency may request.
In addition, the CAC shall provide the Agency with an annual report regarding the
Economic Development Program no later than June 30, 2014.

6. Indemnification. T

a. To the fullest extent permitted by law, the CAC shall defend, indemnify and hold
harmless the Agency and its agents and employees from and against claims, damages,
losses and expenses, including, but not limited to reasonable attorneys’ fees, arising out
of or resulting from the negligence or willful misconduct of CAC in CAC’s performance
of the tasks detailed in this Grant Agreement , except if such claims, damages, losses or
expenses are caused by the Agency’s negligence or willful misconduct.

b. To the fullest extent permitted by law, the Agency shall defend, indemnify and hold
harmless the CAC and its agents and employees from and against claims, damages, losses
and expenses, including, but not limited to reasonable attorneys’ fees, arising out of or
resulting from the negligence or willful misconduct of Agency related to Agency’s
obligations in this Grant Agreement, except if such claims, damages, losses or expenses
are caused by the CAC’s negligence or willful misconduct.

7. Notices. (a) All notices and other communications hereunder shall be in writing and shall

be deemed given when mailed by United States registered or certified mail, postage
prepaid, return receipt requested, addressed as follows:
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@ To the Agency: at the address set forth in the initial paragraph of this
Grant Agreement, with a copy to:

City of Albany

City Hall

Albany, New York 12207
Attention: Corporation Counsel

2 To the CAC: at the address set forth in the initial paragraph of this Grant
Agreement.

(b) The Agency and the CAC may, by notice given hereunder, designate any

further or different addresses to which subsequent notices, certificates and other
communications shall be sent.
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IN WITNESS WHEREOF, the parties hereto have entered into this Grant Agreement as of the
day and date first written above.

CITY OF ALBANY INDUSTRIAL
DEVELOPMENT AGENCY

BY:

Authorized Officer

CAPITALIZE ALBANY CORPORATION

BY:

Authorized Officer
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Capitalize Albany Corporation Board Meeting
March 26, 2013

Agenda Item #6: Audit Committee Update

Materials:
e Draft 2012 Financial Statements



CAPITALIZE ALBANY CORPORATION
AUDITED CONSOLIDATED FINANCIAL STATEMENTS

Year ended December 31, 2012
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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Capitalize Albany Corporation

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Capitalize Albany Corporation
(a component reporting unit of the City of Albany), which comprise the consolidated statement of net
position as of December 31, 2012, and the related consolidated statements of revenues, expenses and
changes in net position, and cash flows for the year then ended, and the related notes to the
consolidated financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with accounting principles generally accepted in the United States of America;
this includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these consolidated financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the consolidated financial statements
are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated 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 consolidated 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 consolidated financial statement.

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



Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of Capitalize Albany Corporation as of December 31, 2012,
and the changes in their financial position and their cash flows for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 3 to 6 be presented to supplement the basic consolidated financial
statements. Such information, although not a part of the basic consolidated financial statements, is
required by the Governmental Accounting Standards Board who considers it to be an essential part of
financial reporting for placing the basic consolidated financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic consolidated financial statements, and other knowledge we obtained during our audit
of the basic consolidated financial statements. We do not express an opinion or provide any assurance
on the information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 25,
2013, on our consideration of Capitalize Albany Corporation’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 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 Capitalize Albany
Corporation’s internal control over financial reporting and compliance.

Albany, New York
March 25, 2013
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CAPITALIZE ALBANY CORPORATION

MANAGEMENT’S DISCUSSION AND ANALYSIS

The following Management Discussion and Analysis (MD&A) of Capitalize Albany Corporation (CAC or
the Corporation) activities and financial performance, is offered as an introduction and overview of the
consolidated financial statements of CAC for the fiscal year ended December 31, 2012. Following this
MD&A are the basic consolidated financial statements of CAC together with the notes thereto which are
essential to a full understanding of the data contained in the consolidated financial statements. In
addition to the notes, this section also presents certain supplementary information to assist with the
understanding of CAC’s financial operations.

CAC has a Corporate Governance Policy which includes a conflict of interest policy and a conflict of
interest disclosure. The conflict of interest disclosure is distributed to and completed by CAC’s Board of
Directors on an annual basis.

The Finance and Investment Committee meetings are held on a quarterly basis or more frequently if
necessary to provide enhanced project and transactional analysis. As necessary, the Committee makes
recommendations for the Board’s consideration. On a monthly basis, the Board of Directors of CAC
meets to discuss programming needs, project activity and progress, and meets quarterly to discuss
CAC's financial position. In addition, the Audit Committee of the Board of Directors, without management
present, independently meets with the external auditors to discuss relevant issues and concerns.

OPERATION SUMMARY

In 1979, the Capitalize Albany Corporation (formerly Albany Local Development Corporation) was
incorporated to primarily provide financing to eligible businesses in order to create and retain
employment and investment within the City of Albany. CAC continues to extend loans and plays an
active role in facilitating large-scale transformational real estate projects that the Corporation has
identified as a priority.

CAC executes the Capitalize Albany economic development strategy as well as implements the
initiatives identified as part of the 2007 Re-Capitalize Albany Strategic Advisory Committee Report. The
2007 Report evaluated the existing economic development vision and recommended necessary updates
and changes.

Business Development

CAC facilitates real estate transactions to expand and enhance business development and investment
opportunities. Additionally, CAC encourages job creation and business development by extending loans
to new and existing businesses, as well as providing technical support with respect to city, state and
other economic development programs.

CAC administers and provides staffing, office equipment, phone and computer network support to the
City of Albany Industrial Development Agency (CAIDA) and the City of Albany Capital Resource
Corporation (CACRC). During 2012, several organizations utilized the programs and incentives of the
CAIDA,; resulting in approximately $30.9 million of new projects within the City of Albany. These projects
are anticipated to create or retain approximately 550 jobs within the City of Albany.

Downtown Revitalization

In 2010, the Corporation’s Board of Directors established a Real Estate Loan Fund designed to provide
subordinate lending to qualifying borrowers at below market rates in concert with primary lenders for the
purpose of stimulating strategic development projects. The Board allocated $2 million to capitalize the
Fund which is focused on revitalizing strategic vacant or underutilized real estate that will contribute
positive and transformational development activity. Three loans totaling $900,000 were disbursed in
2012 under this program.
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CAPITALIZE ALBANY CORPORATION

MANAGEMENT’S DISCUSSION AND ANALYSIS

The Downtown Albany Residential Conversion and Commercial Rehabilitation program, funded by NY
Main Street Grant funds, has been developed to increase mixed-use development and add residential
units in Downtown. The program will also enhance commercial and retail vitality in Downtown. During
2012, two projects received $300,000 under this program resulting in project investment in excess of $8
million.

FINANCIAL OPERATIONS HIGHLIGHTS

CAC facilitates the Capitalize Albany Economic Development Strategy. The projects associated with this
strategy are diverse, and therefore CAC’s activities fluctuate greatly from year to year. With such
diversity, it is not always meaningful to compare revenue and expenditure levels to prior years. While
revenues and expenditures for any given year represent activity during that year, one must consider the
level of program revenue to program expenses within a given year, in relation to the projects undertaken
and accomplished during that same year. A condensed summary of revenues and expenses for the
years ended December 31, 2012, and 2011 is shown below:

2012 2011
Total revenues $1,834,542 $1,434,836
Total expenses 1,589,258 1,819,513
Excess of revenues over expenses
(expenses over revenues) $ 245,284 $ (384,677)

Total revenues increased $399,707 or 28%:

e Grant revenues increased $300,000 or 61% from $492,800 in 2011 to $792,800 in 2012.
Revenue derived from grants is typically program specific and non-recurring. The increase is
attributable to an increase in the economic development grant from the City of Albany IDA and
the receipt of NY Main Street Grant funds from New York State. Main Street Grant funds are
passed through directly to project developers. Accordingly, a comparable expense was
recorded in 2012. Significant grants in 2012 include $250,000 from the IDA and $170,000 from
the Albany Community Development Agency both for general economic development support.

e Rental income increased by $10,441 or 3%. This is primarily attributable to filling a prior year
vacancy in a property owned by the Corporation.

e Other interest and investment income increased $70,684 or 35% from $200,837 in 2011 to
$271,521 in 2012 primarily due to the change in fair market value on investments.

¢ Interestincome on mortgage notes increased $20,985 or 30% from $70,451 in 2011 to $91,436
in 2012 due to the issuance of new loans.

e Fees and other income decreased $2,404 or 1% from $324,271 in 2011 to $321,867 in 2012.
This is primarily attributable to the decrease in commitment fees and membership fees which
were offset by increases in sponsorship revenue and administrative cost recoveries.

Total expenses decreased $230,255 or 13%:

e Salaries and fringe benefits decreased $141,648 or 22% from $650,175 in 2011 to $508,527 in
2012 due to the execution of a Professional Services Agreement with the City of Albany whereby
the City of Albany provides professional services to the Corporation and subsequently costs
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CAPITALIZE ALBANY CORPORATION

MANAGEMENT’S DISCUSSION AND ANALYSIS

under the agreement are classified as professional services expense paid to the City of Albany
where in prior years they were salaries and fringe benefits.

e Program and project costs increased $261,789 or 100% from $261,610 in 2011 to $523,399 in
2012. The increase is primarily attributable to NY Main Street Grant activity that occurred in
2012 and not in 2011. This increased activity was offset by modest reductions in other various
programming activities.

e Interest expense decreased $12,641 or 11% from $113,209 in 2011 to $100,568 in 2012. This
decrease is attributable to reduced interest rate on the variable rate bonds that were issued to
finance redevelopment projects supported by capital leases.

e Bad debt recoveries totaled $51,225 in 2012. Bad debt expenses totaled $463,455 in 2011
primarily attributable to recording an allowance for one non-performing loan.

e Other administrative expenses increased $176,925 or 53% from $331,064 in 2011 to $507,989
in 2012. This increase is attributable to the $160,000 fee under the Professional Services
Agreement with the City of Albany effective January 1, 2012 (see offsetting cost reductions in
salaries and fringe benefits) and modest increases in various administrative expenses.

A condensed summary of CAC’s net position at December 31, 2012 and 2011 is shown below:

2012 2011
Assets
Cash and cash equivalents $ 2,842,349 $ 3,572,020
Investments 2,745,164 2,644,806
Restricted cash 387,719 321,034
Other assets 972,992 800,464
Mortgage notes receivable, net of allowances 2,748,701 2,030,574
Net investment in direct financing leases 2,091,218 2,273,211
Property, plant and equipment, net (includes property
held for investment and lease) 3,829,475 4,135,705
Total assets $ 15,617,618 $ 15,777,814
Deferred Outflows of Resources $ - $ -
Liabilities
Bonds payable $ 4,208,436 $ 4,530,548
Other liabilities 1,058,762 1,138,760
Unearned program support and revolving loan fund liability 783,322 786,692
Total liabilities $ 6,050,520 $ 6,456,000
Deferred Inflows of Resources $ - $ -
Net Position
Net investment in capital assets $ 1,454,474 $ 1,615,705
Restricted net position 293,037 289,781
Unrestricted net position 7,819,587 7,416,328
Total net position $ 9,567,098 $ 9,321,814
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CAPITALIZE ALBANY CORPORATION

MANAGEMENT’S DISCUSSION AND ANALYSIS

CURRENT KNOWN FACTS, DECISIONS OR CONDITIONS

In 2013, CAC will continue to facilitate the Capitalize Albany Economic Development Strategy. As part of
that strategy, the Corporation will continue to focus on developing more downtown residential capacity
and will pursue opportunities that will result in catalytic development projects as well as maximize and
diversify potential revenue sources for the Corporation.

Continual execution of the Strategic Plan established by the Corporation’s Board in 2009 will translate
into potential projects. New economic development opportunities with the potential to generate new
resources to stimulate growth will be developed by re-focusing and deploying existing strengths and
resources. Ultimately, programmatic, marketing, and financial initiatives will reconcile to the objectives
set forth in the Strategic Plan.

In 2013, CAC will work to create a Downtown Tactical Plan. This Plan will identify opportunities for
economic development and growth in Downtown through the development of new programs and
initiatives. The Downtown Tactical Plan will focus on a variety of areas, including long-range vision,
community engagement, and market driven recommendations and will act as a guide for local
redevelopment and reinvestment in a manner that meets the needs of residents, businesses and other
stakeholders. It will extend upon the broader-scoped Albany 2030 Plan as well as projects currently
under development in the area such as Kiernan Plaza and its geographic scope will include the greater
Downtown Albany area including the waterfront.

FINANCIAL STATEMENTS

CAC's financial statements are prepared on an accrual basis in accordance with U.S. generally accepted
accounting principles promulgated by the Government Accounting Standards Board (GASB). CAC is
organized under the Not-For-Profit Corporation laws of the State of New York. CAC is also a component
reporting unit of the City of Albany. CAC follows enterprise fund accounting; accordingly, the financial
statements are presented using the economic resources management focus. These financial statements
are presented in a manner similar to a private business.

REQUEST FOR INFORMATION
This financial report is designed to provide a general overview of CAC’s finances for all those interested.
Questions concerning any of the information provided in this report or request for additional information

should be addressed in writing to the Vice President and Chief Financial Officer, Capitalize Albany
Corporation, 21 Lodge Street, Albany, NY 12207.
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CAPITALIZE ALBANY CORPORATION
CONSOLIDATED STATEMENT OF NET POSITION
December 31, 2012

Assets
Current Assets:
Cash and cash equivalents
Investments
Restricted cash
Mortgage notes receivable, current portion, net
Net investment in direct financing leases, current portion
Accrued interest receivable
Grants receivable
Receivables from the City of Albany and City agencies
Total current assets

Noncurrent Assets:
Mortgage notes receivable, less current portion, net
Other receivables
Net investment in direct financing leases, less current portion
Property held for investment and lease, net
Property and equipment, net
Other assets
Total noncurrent assets

Total assets

Deferred Outflows of Resources
Liabilities
Current Liabilities:

Accounts payable and accrued expenses

Due to the City of Albany

Unearned grant and other income

Bonds payable, current portion

Total current liabilities

Noncurrent Liabilities:
Bonds payable, less current portion
Revolving loan fund liability
Unearned program support
Total noncurrent liabilities

Total liabilities
Deferred Inflows of Resources

Net Position
Net invested in capital assets
Restricted for:
Debt service
CDBG eligible activities
Other program specific activities
Unrestricted

Total net position

See notes to consolidated financial statements.

2012

$ 2,842,349
2,745,164
387,719
186,954
193,589
74,205
62,500
100,000

6,592,480

2,561,747
91,221
1,897,629
3,371,656
457,819
645,066

9,025,138
815617618

$ -

$ 102,941
99,448
856,373
339,846

1,398,608

3,868,590
701,875
81,447

4,651,912
_$ 6,050,520
s -

$ 1,454,474

171,401
115,074
6,562
7,819,587

_$ 9,567,008
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CAPITALIZE ALBANY CORPORATION

CONSOLIDATED STATEMENT OF REVENUES AND EXPENSES AND
CHANGES IN NET POSITION

For the Year Ended December 31, 2012

2012

Revenues
Grant income $ 792,800
Rental income 356,918
Other interest and investment income 271,521
Interest income on mortgage notes 91,436
Fees and other income 321,867
Total revenues 1,834,542

Expenses
Salaries and fringe benefits 508,527
Program and project costs 523,399
Interest expense 100,568
Bad debt (recovery) expenses (51,225)
Other administrative expenses 507,989
Total expenses 1,589,258
Excess of revenues over expenses 245,284
Net Position, Beginning of Year 9,321,814
Net Position, End of Year $9,567,098

See notes to consolidated financial statements.
Page 8



CAPITALIZE ALBANY CORPORATION
CONSOLIDATED STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2012

2012
Cash Flows From Operating Activities
Cash received from customers $ 607,547
Cash received from grantors 672,506
Other operating cash receipts 321,867
Cash payments to suppliers and grantees (846,493)
Cash payments to employees (508,527)
Net cash provided by operating activities 246,900
Cash Flows From Capital and Related Financing Activities
Purchase of property and equipment (16,950)
Purchase of other assets including purchase options (525)
Principal payments on bonds payable (322,112)
Interest paid on bonds payable (102,772)
Net cash used in capital and related financing activities (442,359)
Cash Flows From Investing Activities
Interest on cash and cash equivalents and investments 75,380
Net (increase) decrease in restricted cash (66,685)
Proceeds from sales and maturities of investments 2,323,619
Purchase of investments (2,381,617)
Issuance of mortgage notes receivable (900,000)
Repayments received on mortgage notes receivable 233,098
Principal payments received under direct financing leases 181,993
Net cash used in investing activities (534,212)
Change in cash and cash equivalents (729,671)
Cash and cash equivalents:
Beginning of year 3,572,020
End of year $2,842,349

See notes to consolidated financial statements.
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CAPITALIZE ALBANY CORPORATION
CONSOLIDATED STATEMENT OF CASH FLOWS, CONTINUED
For the Year Ended December 31, 2012

2012
Reconciliation of Excess of Revenues Over Expenses to

Net Cash Provided by Operating Activities
Excess of revenues over expenses $ 245,284
Adjustments to reconcile excess of
revenues over expenses to net cash provided by
operating activities:

Depreciation and amortization 208,265
Adjustment for losses on mortgage notes and
other receivables (51,225)
Gain on sale of property -
Net realized and unrealized losses (gains) on investments (42,360)
Interest income on cash and cash equivalents and
investments (78,162)
Interest expense on bonds payable 100,568
Changes in:
Grants receivable (62,500)
Other receivables, accrued interest receivable and
other assets 8,194
Accounts payable and accrued expenses 13,431
Due to the City of Albany (36,800)
Unearned grant and other income (54,425)
Revolving loan fund liability (3,370)
Net cash provided by operating activities $ 246,900

See notes to consolidated financial statements.
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CAPITALIZE ALBANY CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 1 — ORGANIZATION AND MISSION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Organization and Mission

Capitalize Albany Corporation (CAC) was formed under the Not-for-Profit Corporation Laws of the State
of New York in October 1979 for the purposes of facilitating the creation of new employment
opportunities, retaining existing jobs and encouraging investment that will expand the commercial and
industrial tax base within the City of Albany (City). CAC facilitates large scale transformational real estate
projects to accomplish its mission.

CAC's mission is accomplished by providing technical support for City, State and other economic
development programs and loaning money to new or existing businesses. Additionally, CAC has
invested in certain real estate, and leases such real estate to businesses in order to further job
opportunities within the City.

CAC formed Citywide Property Holdings, LLC (Citywide) in April 2008 for the limited purpose of assisting
CAC in the furtherance of CAC's mission. CAC is the sole member and manager of Citywide.
Citywide’s participation in the furtherance of CAC's mission is evaluated on a project basis. This
participation includes, but is not limited to, holding property as available for sale to enhance project
development.

The consolidated financial statements represent the consolidated financial position and the consolidated
changes in financial position and cash flows of CAC and Citywide. All intercompany transactions
between CAC and Citywide have been eliminated for the financial reporting purpose.

Component Unit Reporting

CAC is a component reporting unit of the City of Albany and, as such, is also reported in the City of
Albany's general purpose financial statements.

Basis of Accounting and Presentation

CAC follows enterprise fund reporting; accordingly, the accompanying financial statements are
presented using the economic resources measurement focus and the accrual basis of accounting.
CAC'’s consolidated financial statements apply all applicable Governmental Accounting Standards Board
(GASB) pronouncements as well as applicable Financial Accounting Standards Board (FASB)
Statements and Interpretations issued on or before November 30, 1989, unless those pronouncements
conflict with or contradict GASB pronouncements.

Revenue Recognition

CAC, under Urban Development Action Grants (UDAG) financing arrangements through the United
States Department of Housing and Urban Development (HUD), has recognized grant amounts as
mortgage notes receivable, with corresponding credits to deferred program support. Principal
repayments on these notes are recognized as program income and are applied against deferred
program support. The UDAG agreements provide that the program income, together with the interest
earned thereon, are restricted by HUD to be used for Title | eligible activities. The deferred program
support account, in CAC's consolidated balance sheet, is a contra account which reflects UDAG loan
principal repayments scheduled to be received in future years. There were no new UDAG grants in
either 2012 or 2011.
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CAPITALIZE ALBANY CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 1 — ORGANIZATION AND MISSION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Cash and Cash Equivalents

Cash is comprised of various interest bearing and non-interest bearing deposits in several financial
institutions. CAC considers all highly liquid investments with original maturities of three months or less to
be cash equivalents except for cash equivalents included in the investment account, which are included
in investments in the accompanying consolidated balance sheets.

Investments
Investments are carried at fair value, based on current market prices.
Mortgage Notes Receivable and Allowance for Losses

As explained further in Note 5, mortgage notes receivable are carried at the principal amount
outstanding, net of an allowance for estimated uncollectible amounts. CAC's allowance for losses is
evaluated on a regular basis by management and is estimated based on delinquency rates, current
economic conditions, borrowers' outstanding balances, an analysis of borrowers' financial condition, and
estimated value of any underlying collateral. This evaluation is inherently subjective as it requires
estimates that are susceptible to significant revision as more information becomes available. The
allowance for losses is increased by provisions charged to earnings and reduced by charge-offs, net of
recoveries.

Loans made by CAC to recipient entities are generally issued as part of larger financial packages
involving additional lenders. Substantially all of CAC's mortgage notes receivable, which are
collateralized by real property and/or equipment, are subordinated to the loans provided by these other
lenders. In some cases, projected growth and overall economic conditions have substantially changed
since loan origination. CAC attempts to work with borrowers who are experiencing financial difficulties
and has entered into debt restructuring agreements with respect to certain financially troubled borrowers.
These restructuring agreements often incorporate notes, for which current repayment is contingent upon
favorable future events as specified in the note agreement. Such uncertainties have been considered by
CAC in establishing the estimated allowance for possible losses.

CAC places impaired loans on nonaccrual status and recognizes interest income on such loans only on
a cash basis. Accrual of interest is discontinued on a loan when management believes, after considering
economics, business conditions, and collection efforts that the borrower's financial condition is such that
collection of interest is doubtful. Uncollectible interest previously accrued is charged off. Income is
subsequently recognized only to the extent cash payments are received until, in management's
judgment, the borrower's ability to make periodic interest and principal payments is back to normal, in
which case the loan is returned to accrual status.

Property Held for Investment and Lease, Net

Property held for investment and lease is carried at the lower of cost or market and represents assets
acquired to assist in CAC’s mission of encouraging economic development and business retention within
the City.

Property and Equipment, Net

Property and equipment is stated at cost. Depreciation of property and equipment is provided using
straight-line method over the estimated useful lives of the respective assets ranging from 5 years for
equipment to 40 years for buildings.
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CAPITALIZE ALBANY CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 1 — ORGANIZATION AND MISSION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Other Assets

In December 2011, Citywide Property Holdings, LLC executed a purchase option agreement for a
development site on Central Avenue. Under the terms of the agreement, Citywide paid $500,000 at the
time of the execution that will be applied to the purchase price of the property. Citywide can exercise the
option at any time within five years from the date of the option. This amountis included in other assets in
the consolidated statement of net position at December 31, 2012.

The building located at 174 North Pearl Street is vacant and as of December 31, 2012 a plan of reuse
has not been developed. Accordingly, the building has been reclassified and included in other assets in
the consolidated statement of net position and CAC has discontinued recording depreciation on this
asset.

Description of Leasing Arrangements

CAC, as part of its mission, has entered into arrangements leasing various parcels of real estate. These
arrangements include both operating and direct financing leases. The lease terms range from one to
thirty years.

Use of Estimates

The preparation of the consolidated financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingencies. Estimates also affect the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Income Taxes

CAC is a publicly supported organization exempt from income taxes under Section 501(c) (3) of the
Internal Revenue Code. Citywide’s annual tax information filings are included with the annual filings of
its sole member, CAC.

Net Position

In order to present consolidated financial condition and consolidated operating results of CAC in a
manner consistent with limitations and restrictions placed upon the use of resources, CAC classifies net
Position into three categories as follows:

Net invested in capital assets — This component of net position consists of property and equipment,
including property held for investment and lease, net of accumulated depreciation, and reduced by
the outstanding balances of debt attributable to the acquisition, construction, or improvement of those
assets. If there are significant unspent related debt proceeds at year-end, the portion of the debt
attributable to the unspent proceeds is not included in the calculation of net invested in capital assets.
Rather, when applicable, that portion of the debt is included in the same net position component as
the unspent proceeds.

Restricted — This component of net position consists of constraints placed on assets use through
external constraints imposed by creditors, by law or regulation, or through enabling legislation.

Unrestricted — This component of net position consists of net position that does not meet the
definition of “net invested in capital assets” or “restricted.”
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CAPITALIZE ALBANY CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 1 — ORGANIZATION AND MISSION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Subsequent Events

For purposes of preparing these financial statements, CAC considered events through March 25, 2013,
the date the financial statements were available for issuance.

NOTE 2 — CASH AND CASH EQUIVALENTS
CAC maintains its cash in bank accounts with several financial institutions.

CAC has not experienced any losses with respect to its cash and cash equivalents balances. Based on
management’s review of the strength of the financial institutions, management feels the risk of loss on its
cash balances is minimal.

At December 31, 2012, the carrying amount and the bank balance of CAC'’s deposits were
approximately $2,842,000 and $2,993,000, respectively. Of the bank balance, approximately $941,000
was insured under the FDIC coverage. Uncollateralized amounts approximated $2,052,000 at
December 31, 2012, and were maintained with major financial institutions considered by management to
be secure.

NOTE 3 — RESTRICTED CASH

Generally, restricted cash represents funds that have been placed in a segregated account that cannot
be used for a purpose other than the purpose for which that account is designated. Restricted cash
includes amounts restricted for the following purposes:

2012
CDBG eligible activities $ 91,676
EC/EDZ revolving loan fund 65,486
Debt service reserve 171,401
Hudson River Way campaign 59,156
Total restricted cash and cash equivalents $ 387,719

At December 31, 2012, the bank balance of restricted cash was approximately $388,000, which was
insured under FDIC coverage.

NOTE 4 — INVESTMENTS

Investments consist of the following at December 31.:

2012
Cost Fair Value
Corporate Debt Securities $ 763,306 $ 787,050
Certificates of Deposit 1,507,482 1,498,521
Equities 259,227 309,108
Other 150,485 150,485
Total $2,680,500 $2,745,164

Unrealized gains of approximately $32,000 at December 31, 2012 are included in other interest and
investment income in the consolidated statements of revenue and expenses and changes in net
position.
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CAPITALIZE ALBANY CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 5 — MORTGAGE NOTES RECEIVABLE, NET

CAC's mortgage notes receivable are comprised of 45 individual accounts at December 31, 2012, with
an average outstanding principal balance approximating $112,000.

Repayment terms and interest rates on mortgage loans vary with each loan. Generally, interest rates
range from 0% to 9% per year, with the average yield on all loans approximating 5% for the year ended
December 31, 2012. Maturities range from the short-term through the year 2080.

Substantially all mortgage notes are collateralized by a subordinate interest in real property and/or
equipment.

The composition of mortgage notes receivable by funding source is as follows at December 31:

2012
Number of
Notes Amount
CDBG 2 $ 52,712
UDAG 15 962,805
Other 28 4,036,844
45 5,052,361
Less allowance for losses (2,303,660)
Mortgage notes receivable, net 2,748,701
Less: Current portion 186,954
Noncurrent $2,561,747

Of the total mortgage receivable balance approximately $597,000 as of December 31, 2012 is due from
the Albany Community Development Agency (ACDA), another component unit of the City of Albany.

The recorded investment in mortgage notes receivable that are considered to be impaired approximated
$2,395,000 at December 31, 2012. The allowance for losses related to impaired loans approximated
$2,304,000 at December 31, 2012, respectively. Interestincome recognized on impaired mortgage notes
receivable, while such mortgage notes receivable were impaired, was approximately $6,000 for 2012.

NOTE 6 — RECEIVABLES FROM THE CITY OF ALBANY AND CITY AGENCIES

Included in receivables from the City of Albany and City agencies is $100,000 advanced by CAC to the
Albany Community Development Agency, another component unit of the City, under a collateral loan
agreement for the purpose of establishing a fund for collateral as required by the Federal National
Mortgage Association for ACDA’s participation in the Down Payment Assistance Program. The funds
were deposited by ACDA in a restricted collateral fund held by a trustee. The funds are available to
offset principal losses on mortgages granted under the Down Payment Assistance Program and to cover
any shortfall in a related bond payment account to pay interest on bonds issued related to the Down
Payment Assistance Program. The loan receivable matures at the earlier of the end of the Down
Payment Assistance Program or August of 2013. The balance of the funds remaining is due at maturity.
At December 31, 2012, the balance was $100,000.
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CAPITALIZE ALBANY CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 7 — PROPERTY HELD FOR INVESTMENT AND LEASE, NET

The following is a summary of changes in property held for investment and lease for the year ended

December 31, 2012;

January 1, Reclassification December 31,
2012 Additions Dispositions (see Note 1) Impairment 2012
Riverfront Bar & Grill -

Utilities Project $ 43,800 $ - $ - % - 3 $ 43,800
Quackenbush Square Parking Lot 146,863 - - 146,863
677 Broadway 449,001 - - 449,001
174 North Pearl Street 188,391 - (188,391) -
Quackenbush House 199,192 - - 199,192
Palace Properties 25,000 - - 25,000
Corning Preserve Project 4,114,091 - - 4,114,091
Land at 11 Clinton Avenue 225,000 - 225,000

5,391,338 - (188,391) 5,202,947
Less accumulated depreciation 1,727,987 176,780 (73,476) 1,831,291
$ 3,663,351 $ 3,371,656

NOTE 8 — PROPERTY AND EQUIPMENT, NET

The following is a summary of changes in property and equipment for the year ended December 31,

2012:
January 1, December 31,
2012 Additions Dispositions 2012

Land $ 49,300 $ - $ - $ 49,300

Building and improvements 459,082 1,724 - 460,806

Furniture and equipment 116,802 15,226 - 132,028

Total 625,184 16,950 - 642,134

Less accumulated depreciation 152,830 31,485 - 184,315

$472,354 $(14,535) $ - $ 457,819

Depreciation expense, including depreciation expense on property held for investment and lease, was

approximately $208,000 for the year ended December 31, 2012.
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CAPITALIZE ALBANY CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 9 — OPERATING LEASES

CAC leases the Quackenbush Square Parking Lot, Riverfront Bar & Grill, 677 Broadway (ground lease),
the Quackenbush House, and Corning Preserve Project, all classified as property held for investment
and lease (see Note 7), to help accomplish its economic development goals.

The following is a schedule by year of the minimum future rentals to be received on non-cancellable
operating leases as of December 31, 2012:

2013 $ 302,771
2014 272,360
2015 277,919
2016 262,927
2017 258,967
Thereafter 2,903,636
_$ 4,278,580

CAC leases the Corning Preserve Project to the Albany Port District Commission (the “Port”), another
component unit of the City, under a shared use and lease agreement (see Note 15). The shared use
and sublease agreement has a thirty year term. Under the shared use and lease agreement the Port is
obligated to make lease payments sufficient to cover all related bond debt service and certain other
expenses. The annual rent payments due from the Port will change on a year to year basis as a result
of the variable interest rate associated with the bonds, the amortization schedule of the bonds and bond
prepayments. CAC is recognizing the base rental income on a straight-line basis ($149,000 per year)
over the life of the lease based on the lease factors at inception of the lease. For the year ended
December 31, 2012, rental income approximated $149,000. Increases or decreases to the base rental
income result from changes in lease factors occurring subsequent to the inception of the lease and are
recognized as contingent rentals in the period that the changes take place.

NOTE 10 — NET INVESTMENT IN DIRECT FINANCING LEASES

The following lists the components of the net investment in direct financing leases as of December 31:

2012

Total minimum lease payments to be received $ 2,865,928
Less: amounts representing executory costs (such as

insurance) included in total minimum lease payments (65,234)
Net minimum lease payments receivable 2,800,694
Less: unearned income (709,476)
Net investment in direct financing leases 2,091,218
Less: current portion 193,589
Noncurrent $ 1,897,629
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CAPITALIZE ALBANY CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 10 — NET INVESTMENT IN DIRECT FINANCING LEASES (Continued)

Minimum future lease payments to be received, as of December 31, 2012, for the remaining lease terms,
are as follows:

2013 $ 342,685
2014 343,952
2015 340,211
2016 333,464
2017 329,718
Thereafter 1,175,898

Total minimum lease payments to be received $2,865,928

Net investment in direct financing leases is comprised primarily of the following leases with related
parties:

A lease with ACDA, related to a facility located at 200 Henry Johnson Boulevard. In addition, a master
lease agreement with the City guarantees the required lease payments of ACDA. The lease with ACDA
required an up-front payment of $300,000 and variable semi-annual payments over the remaining lease
term (payments approximate $190,000 annually). Portions of the payments are utilized by CAC to fund
their debt service obligation for the related bonds payable (see Note 12). The lease has a twenty-five
year term and matures in March 2018. The net investment in the lease approximated $845,000 as of
December 31, 2012. Income earned during 2012 approximated $94,000.

A lease with the Port, related to a warehouse facility. In 2004, the lease with the Port was amended to
reflect CAC'’s refinancing related bonds payable (see Note 12). The lease amendment with the Port
requires monthly payments of $8,718 which is equivalent to CAC’s debt service obligation for related
bonds payable (see Note 12). The lease has a twenty year term and matures in November 2024. The
net investment in the lease approximated $993,000 as of December 31, 2012. Income earned during
2012 approximated $43,000.

A lease with the City, related to the Albany Police Department's North Station, requiring annual
payments of $22,088. The lease has a twenty year term and matures in July 2018. The netinvestmentin
the lease approximated $87,000 as of December 31, 2012. Income earned during 2012 approximated
$6,000.

NOTE 11 — DUE TO THE CITY OF ALBANY

Due to the City of Albany consists of the following at December 31:

2012
Professional services fee payable $ 40,000
Hudson River Way project 59,448
$ 99,448

During 2012, CAC entered into a professional services agreement with the City of Albany. Under this
agreement the City of Albany provides economic development, planning, and community development
consultancy services in furtherance of CAC’s mission. The fee under the agreement is determined
annually. In 2012, CAC's fee to the City of Albany under this agreement totaled $160,000. The
agreement carries a one-year term with automatic consecutive one-year renewals unless terminated by
either party.
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CAPITALIZE ALBANY CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 12 — BONDS PAYABLE

The following is a summary of changes in bonds payable for the year ended December 31, 2012:

January 1, December 31,
2012 Increases Decreases 2012

Bonds Payable:
AIDA Port Warehouse Project (A) $ 1,055,548 $ - $ (62,112) $ 993,436
AIDA Henry Johnson Boulevard

Project (B) 955,000 - (115,000) 840,000
AIDA Corning Preserve Project (C) 2,520,000 - (145,000) 2,375,000
4,530,548 - (322,112) 4,208,436
Less current maturities 322,112 339,846
$ 4,208,436 $ 3,868,590

(A) CAC functioned as the conduit agency in connection with a 1994 bond issue of the Albany

(B)

(©)

Industrial Development Agency (AIDA), another component unit of the City, in the amount of
$1,675,000. The net proceeds were utilized to fund a project to construct a building for the
Port. The transaction has been recorded at the amount of debt assumed under the bond
issue. The building is leased to the Port under a related lease agreement that has been
classified as a direct financing lease (see Note 10). In 2004, the 1994 bond was refinanced
through the issuance of a 2004A bond of the AIDA in the amount of $1,430,000. The 2004A
bond requires monthly payments of principal and interest in the amount of $8,718, with
interest at a rate of 4.07% per annum. The bond matures in November 2014. Accordingly,
the lease with the Port was amended in 2004 (see Note 10).

CAC functioned as the conduit agency in connection with a 1994 bond issue of the AIDA in
the amount of $1,975,000. The net proceeds were utilized to fund a project to construct a
building for the City and City Agencies. The transaction has been recorded at the amount of
debt assumed under the bond issue. The bonds require semi-annual payment of interest
and the interest rate is adjusted every five years. Principal payments are required annually
on March 1 in prescribed amounts currently ranging from $100,000 to $160,000. The
obligation matures in March 2018. The interest rate at December 31, 2012 was 5.75%. The
building is leased to ACDA under a related lease agreement that has been classified as a
direct financing lease (see Note 10).

CAC functioned as the conduit agency in connection with a 2002 Civic Facility Revenue
bond issue of the AIDA in the amount of $4,390,000. The proceeds were utilized to fund a
project that includes the construction of various improvements to the Corning Preserve Park.
The obligation requires monthly payment of interest and the interest rate is adjusted weekly.
The bonds are secured by a letter of credit issued by Key Bank. The letter of credit requires
principal payments on the outstanding bonds, annually on May 1, in prescribed amounts
currently ranging from $140,000 to $255,000. The letter of credit also requires principal
payments on the outstanding bonds if certain grant proceeds related to the Corning
Preserve Project are received. The bonds mature in May 2027. The interest rate at
December 31, 2012 was 0.25%. The Corning Preserve Project is leased to the Port under a
related agreement that has been classified as an operating lease (see Note 9).
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CAPITALIZE ALBANY CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 12 — BONDS PAYABLE (Continued)

At December 31, 2012, principal and interest requirements to maturity are as follows:

Principal Interest

2013 $ 339,846 $ 90,236
2014 1,218,590 79,934
2015 300,000 34,867
2016 320,000 26,398
2017 330,000 17,480
2018 - 2022 1,205,000 17,103
2023 - 2027 495,000 1,133

$4,208,436 $ 267,151

NOTE 13 — REVOLVING LOAN FUND LIABILITY

In June 1999, CAC was awarded a grant of $643,291 to establish and operate a revolving loan fund to
benefit prospective or existing Enterprise Community and/or Economic Development Zone (EC/EDZ)
businesses. Generally, repayments on loans originated are to be recycled back into the loan fund to
provide additional loans. However, with approval from the Empire State Development Corporation
(“"ESDC"), interest generated from the loans can be recorded as revenue to the extent that it offsets
administrative expenses related to operating the loan fund. Approximately $34,000 of such revenue was
recognized for the year ended December 31, 2012.

NOTE 14 — RETIREMENT PLAN
Simplified Employee Pension Plan (SEP-IRA)

Plan Description: Simplified Employee Pension Plan is an employer-funded retirement plan with 100%
immediate vesting. Maximum employee limit is 25% of gross compensation not to exceed $49,000.
Distributions taken prior to age 59 %2 may be subject to 10% premature penalty tax in addition to ordinary
income tax. The Plan must be adopted and funded by employer’s tax filing deadline, plus extensions, for
prior year deductibility.

Funding Requirements: CAC has elected to contribute 11% of an eligible employee’s compensation
annually to the SEP-IRA. At December 31, 2012, five employees were covered by the SEP-IRA, and
total contributions were approximately $35,000.

Post Employment Benefit

CAC does not offer post employment benefit to its employees.

Page 20



CAPITALIZE ALBANY CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 15 — CORNING PRESERVE PROJECT

CAC, in 2002, functioned as the conduit agency with several related parties related to a project to
construct various improvements to a portion of the Corning Preserve Park (Corning Preserve Project).
CAC entered into an interim use and ground lease agreement with the City providing for a ground lease
of the property owned by the City, underlying the Corning Preserve Project. The interim use and ground
lease agreement has a thirty-five year term and provides for a nominal rent payment. At the end of the
lease term the Corning Preserve Project reverts to the City.

CAC entered into a lease agreement with the AIDA to sublease the property to the AIDA. The sublease
expires at the earlier of a date requested by CAC or the completion date of the Corning Preserve
Project. The lease agreement provides for a nominal payment. CAC also entered into an installment sale
agreement with the AIDA pursuant to which CAC is obligated, among other things, to complete the
Corning Preserve Project as the agent of the AIDA and the AIDA sells the Corning Preserve Project to
CAC on an installment basis. CAC’s payments under the installment sale agreement are equivalent to
the debt service requirements on the $4,390,000 in 2002 Civic Facility Revenue Bonds issued by the
AIDA to fund the Corning Preserve Project, which is accounted for as bonds payable (see Note 12).

CAC entered into a shared use and sublease agreement with the Port. Under the shared use and
sublease agreement the Port is obligated to perform on behalf of CAC, CAC's obligations under the
interim use and ground lease agreement and the installment sale agreement. Also under the shared use
and sublease agreement, which is accounted for as an operating lease, the Port is obligated to fund
CAC's obligations relating to the Corning Preserve Project, including funding payments sufficient to
cover all related bond debt service and certain other expenses (see Note 9).

NOTE 16 — COMMITMENTS AND CONTINGENCIES

Regulatory Review

In the normal course of business, the Corporation is subject to certain regulatory review including
operational review. Although the outcome of certain regulatory review is not determined, the

management does not believe that the review could have a material adverse effect on its financial
position, results of operations or cash flows.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Capitalize Albany Corporation

We have audited, in accordance with the 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, the consolidated financial statements of
Capitalize Albany Corporation (a component reporting unit of the City of Albany), which comprise the
consolidated statement of net position as of December 31, 2012, and the related consolidated
statements of revenues, expenses and changes in net position, and cash flows for the year then ended,
and the related notes to the consolidated financial statements, and have issued our report thereon dated
March 25, 2013.

Internal Control Over Financial Reporting

In planning and performing our audit of the consolidated financial statements, we considered Capitalize
Albany Corporation’s internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinion on the
consolidated financial statements, but not for the purpose of expressing an opinion on the effectiveness
of Capitalize Albany Corporation’s internal control. Accordingly, we do not express an opinion on the
effectiveness of Capitalize Albany Corporation’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Capitalize Albany Corporation’s consolidated
financial statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have
a direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do
not express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Albany, New York
March 25, 2013
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Capitalize Albany Corporation Board Meeting
March 26, 2013

Agenda Item #7: PAAA Update

Materials:
¢ Resolution 8-2013
¢ ABO Guidance Mission Statement
e CAC Mission Statement and Measurement Report



RESOLUTION 8-2013
OF THE

I CAPITALIZE ALBANY CORPORATION I

WHEREAS, Resolution 11-2011 directed the President to comply with the
applicable requirements of the New York State Public Authorities Law (PAL); and

WHEREAS, in accordance with Resolution 11-2011, CAC staff has developed a
Mission Statement Measurement Report in accordance with PAL; and

NOW THEREFORE BE IT RESOLVED, that the Board adopts the Mission
Statement Measurement Report.

Signed:

Michael J. Yevoli, President

Date of Authorization: March 26, 2012
Prepared by Erik J. Smith



Authorities Budget Office
Policy Guidance

No. 10-02 Date Issued: March 1, 2010
Supersedes: New

Subject: Public Authority Mission Statements and Measurement Reports

Statutory Citation: Section 2824-a, Public Authorities Law
Section 2800 of Public Authorities Law

Provisions: Chapter 506 of the Laws of 2009 (“The 2009 Public Authorities
Reform Act”) added a new Section 2824-a in Public Authorities Law requiring state
and local public authorities to develop and adopt a mission statement. The law
also requires public authorities to develop performance measures to assist the
authority determine how well it is carrying out its mission. Pursuant to this section,
each state authority is to provide a copy of its mission statement and performance
measures to the Authorities Budget Office, using the attached form, on or before
March 31, 2010. Every local authority is to file a mission statement and
performance measures with the ABO using the attached form by March 31, 2011.

For subsequent reporting years the mission statement is to be included as part of
the Annual Report required to be filed with the ABO pursuant to Section 2800 of
Public Authorities Law. Every public authority is also expected to annually review
its mission statement and measures and publish a measurement report.

Public authorities are also required to post and maintain their mission statement
and performance report on their web site.

Authorities Budget Office Policy Guidance: The mission statement is the prism
through which a public authority’s actions are evaluated and its policy decisions
are judged. Given its importance in defining how the public authority will operate,
the board, in conjunction with the executive management of the authority, should
exercise due diligence when developing and reviewing the authority’s mission
statement, and the goals and measures that will be used to evaluate whether the
authority is fulfilling its mission. Boards of directors should take time to thoroughly
discuss, re-think, and reach agreement on the actual mission of their authority and
to draft a mission statement that reflects this agreement. Only after undertaking
this process and adopting a new mission statement should the authority submit its
mission statement to the ABO and post it to their web site.

As a matter of law, public policy, and sound management, it is imperative that
directors define and understand the purpose of the authority and the public
interests it serves, and reflect these concepts in a mission statement. A board



member cannot properly execute his or her fiduciary duty without first
understanding the mission and interests served by the authority.

A mission statement should capture in a few clear and concise sentences the
purpose of the public authority, its goals and its reason for existence. The mission
statement should address the intent and purpose for which the public authority was
created. It should express the philosophy and guiding principles of the public
authority, and provide staff and the public with an understanding of the values and
culture of the organization. It should describe generally the services the public
authority provides, the community it serves, and the reasonable expectations of its
stakeholders. The mission statement should also be specific enough to be able to
assess the organization’s performance and to measure its success in achieving its
intended public purpose.

When drafting an appropriate mission statement and evaluating its effectiveness, it
may be helpful to answer the following questions:

e What is the public purpose for which the authority was created?

e How can we best achieve that purpose?

e How do we assess whether an action or decision before the board is
consistent with this mission and the public interest?

e Who are the authority’s stakeholders?

e What are the authority’s goals?

e What are the values of the authority?

Once a public authority defines its mission and the interests and expectations of
the community it serves, policies must be implemented to achieve those
objectives. Performance measures are a means for the board and management to
evaluate and monitor whether the authority’s policies and operating practices are in
accordance with its mission. Performance measures need not be complex or
detailed. Performance measures will also vary depending on the purpose, size,
and resources of the authority. They should be designed to answer some
fundamental questions:

« How do we know if we are performing our mission?

« How do we know if we are performing that mission well?

« How can we be more effective and efficient?

« How do we know if we are meeting the interests of those we serve?

An authority’s board must annually review the authority’s mission statement and
performance results to ensure that its mission has not changed and that the
authority’s performance goals continue to support its mission. Authorities are to
annually report their performance results and revise their goals as necessary.

Implementation of Statutory Requirements: Authorities should complete the
attached form and submit the entire document to the ABO via e-mail
(info@abo.state.ny.us).



Authority Mission Statement and Performance Measurements

Name of Public Authority:

Public Authority's Mission Statement:

Date Adopted:

List of Performance Goals (If additional space is needed, please attach):



Additional questions:

1. Have the board members acknowledged that they have read and understood the
mission of the public authority?

2. Who has the power to appoint the management of the public authority?

3. If the Board appoints management, do you have a policy you follow when appointing
the management of the public authority?



4. Briefly describe the role of the Board and the role of management in the
implementation of the mission.

5. Has the Board acknowledged that they have read and understood the responses to
each of these questions?



The schedule below summarizes relevant compliance requirements under Public
Authorities Law (PAL) arrayed by broad category and the anticipated completion date for
each item.

REPORTING ANTICIPATED COMPLETION
Annual Report Q12012

Investment Report Q12012

Procurement Report Q12012

Budget Report Q4 2011

Audit Report Q12012

Personnel Report Q12012

Mission Statement & Measurement Q4 2011

BOARD

Acknowledgement of fiduciary duty Q32011

Adopt a Code of Ethics Q32011

Annual Self Evaluation of Board’s Performance Q12012

File Annual Financial Disclosure Statements Q12012

Participate in PAAA Training Ongoing/As necessary
Independent Members Ongoing
Compensation? TBD

COMMITTEES TO BE ESTABLISHED

Governance Q32011
Audit Q32011
Finance (for Authorities that issue debt) N/A
POLICIES

Defense & Indemnification Q3/4 2011
Salary & Compensation Q3/4 2011
Travel Q3/4 2011
Time & Attendance Q3/4 2011
Whistleblower Protection Q3/4 2011
Investments Q3/4 2011
Property Guidelines Q3/4 2011

Procurement Guidelines Q3/4 2011



Authorities Budget Office
Policy Guidance

Authority Mission Statement and Performance Measurements

Name of Public Authority: Capitalize Albany Corporation

Public Authority's Mission Statement: “The mission of the Capitalize Albany
Corporation is to facilitate transformational projects that the City of Albany has
identified as priorities in pursuit of that mission; Corporation plays a primary role in
the implementation of the Capitalize Albany Plan.”

Date Adopted: March 26, 2013

List of Performance Goals (If additional space is needed, please attach):

e Number and aggregate amount of loans disbursed during the fiscal year.

e Number and aggregate amount of loans dedicated to market-rate residential units during
the fiscal year.

e Total number of market-rate residential units that received CAC assistance.

o Number and value of projects receiving CAC financial assistance

e Number of permanent and temporary jobs created and/or retained.

o Number and types of CDBG-eligible projects that received CAC assistance.

Additional questions:

1. Have the board members acknowledged that they have read and understood the
mission of the public authority? The Board of Directors of the Capitalize Albany
Corporation have reviewed the mission statement and approved same by resolution on
March 26, 2013



2. Who has the power to appoint the management of the public authority? The
Corporation’s Board of Directors appoints the officers and executive management of
the Capitalize Albany Corporation.

3. If the Board appoints management, do you have a policy you follow when
appointing the management of the public authority? The Board appoints
management who are best qualified to execute the mission of the Capitalize Albany
Corporation. Management serves at the pleasure of the Board of Directors.

4. Briefly describe the role of the Board and the role of management in the
implementation of the mission. The Corporation’s mission was developed by the
Board of Directors and management through careful consideration and discussion.
The Board of Directors is an independent body responsible for control and
management of the affairs and property of the Corporation and to adopt rules,
regulations, and policies governing the Corporation. The Board looks to management
to implement said policies. The Board of Directors shall ensure overall financial
accountability, and hire management to oversee the day-to-day affairs of the
Corporation in the delivery of CAC’s mission.

5. Has the Board acknowledged that they have read and understood the responses
to each of these questions? The Capitalize Albany Corporation Board of Directors
participated in the drafting, presentation for discussion, and approval of these
responses.



Capitalize Albany Corporation Board Meeting
March 26, 2013

Agenda Item #8: Executive Session

Materials:
e None.





