Tuesday, October 28, 2014
21 Lodge Street, 8:00 a.m.

Capitalize Albany Corporation
Board of Directors Meeting

Agenda

1. Review of Minutes from the Regular Meeting of September 23, 2014
2. Report of the Finance & Investment Committee
a. Quarterly Financials
b. 2015 Budget Resolution 20-2014
c. Signatory Update Resolution 21-2014
d. Investment Policy Resolution 22-2014
3. Tech Valley Center of Gravity Laban Coblentz
4. Impact Downtown Albany
5. Other Business
6. Project Update

7. Executive Session (if necessary)



Capitalize Albany Corporation Board Meeting
October 28, 2014

Agenda Item #1: Review of Minutes from the Regular Board Meeting of September 23, 2014

Materials:
o 9/23/14 Capitalize Albany Corporation Board Minutes



Capitalize Albany Corporation Board Meeting
MINUTES
Tuesday, September 23, 2014

The meeting of the Capitalize Albany Corporation Board of Directors was held at 8:00 a.m.,
Tuesday, September 23, 2014 at 21 Lodge Street.

The following were in attendance:

Board of Directors:

Michael Castellana Bob Curley John Vero
Anders Tomson John Harris Dr. Robert Jones
Dorsey Whitehead Michele Vennard Susan Pedo
David Parente James Linnan Matt Peter

Mark Sullivan Jeff Sperry

Other:

Thomas M. Owens, Esq.

Staff:
Sarah Reginelli, Mark Opalka, Brad Chevalier, Katie Newcombe, Andy Corcione and Amy
Gardner

Chairman Michael Castellana called the regular meeting of the Capitalize Albany Corporation
(“Corporation”) Board to order at 8:04 a.m. The following directors were excused: Michael
Fancher and Nancy Zimpher

Approval of Minutes for August 26, 2014 Board Meeting
The Board reviewed the minutes of the August 26, 2014 meeting. Jeff Sperry made a motion for
approval. Bob Curley seconded. The Board agreed unanimously to approve the minutes.

Report of the Audit Committee

Minor Audit Committee Charter and Whistleblower Policy Amendments Resolution 17-2014
Tom Owens reviewed the amendments to the Audit Committee Charter with the Committee.
The amendments were deemed appropriate due to changes made in New York State Not for
Profit (“NFP”’) Law. Mr. Owens advised the Board that the amendments were minor in nature.
He also stressed that due to CAC’s existing compliance with the New York Public Authority
Law that CAC was already in compliance with all NFP substantive requirements. The changes
to the Charter are editorial, but align it more with PAAA requirements. Jim Linnan advised the
Board that the Audit Committee had reviewed all amendments and a positive recommendation
was provided.

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



Report of Finance & Investment Committee

Historic Mansions LLC Loan Approval Resolution 17-2014

Staff reviewed the loan request with the Board. Staff advised the Board that the project had
received all of its approvals including PILOT approval through the Common Council as well as a
HOME loan from the Albany Community Development Agency. The Applicant, upon
negotiating with staff, has agreed to pay the Corporation $200,000 consisting of a onetime
principal reduction payment of $100,000 to be paid upon closing of construction financing, and
principal reduction payments of $20,000 annually for 5 years. The Board was advised by the
Finance Committee members that the loan application had been reviewed extensively by the
Finance and Investment Committee and a positive recommendation was provided.

A motion to adopt the resolution was made by Anders Tomson and seconded by Jim Linnan. A
vote being taken, the motion passed unanimously.

Impact Downtown Albany

The rough draft of the playbook and its recommendations were discussed. Staff advised the
Board that the project would be wrapping up in October and a rollout plan would be created.
Ways to inform the public of the initiative were discussed. Staff informed the Board that they
would be facilitating several stakeholder briefings as the final rollout at the end of October. Staff
reviewed the recent Pop Place event with the Board noting that all involved felt it was a success.

Board Workshop: “Makerspace” Discussion

The success of the makerspace model in other locations and how to replicate that model in
Albany was discussed. The Board felt it would be helpful to hear firsthand what is needed to
create a makerspace and requested that Laban Coblentz of the Tech Center of Gravity come in
for a discussion. Staff advised the Board that they would work with Mr. Coblentz to find a time
for him to come into speak with the Board.

Other Business

The budgeting process for the 2015 budget was discussed staff noted that the Corporation had a
positive cash position. The Corporation is projecting a deficit for 2015, when considering
depreciation.

Project Update
Staff reviewed the status of active projects with the Board.

Executive Session

A motion to enter into executive session was made by Jim Linnan, seconded by Jeff Sperry, and
passed unanimously to discuss litigation and the terms and conditions of employment of certain
personnel. The Board entered into executive session at 9:10 a.m. Staff left the room and the
following Directors were present: Michael Castellana, Anders Tomson, Dorsey Whitehead,
David Parente, Mark Sullivan, Bob Curley, John Harris, Michele Vennard, James Linnan, Jeff
Sperry, John Vero, Dr. Robert Jones, Susan Pedo, and Matt Peter. The Board left executive




session at 9:25 a.m and returned to its regular session. No actions were taken during executive
session.

SEP-IRA Plan Administration

The Board discussed the Corporation’s SEP-IRA Retirement Plan for CAC employees. During a
recent CAC staff review, it was determined that CAC has made inadvertent errors in its SEP-IRA
administration for about ten employees over the last 6-7 years. Specifically, due to mistakenly
miscalculating the “eligibility dates” for some CAC employees, CAC had both “over-
contributed” and “under-contributed” to some CAC employees’ SEP-IRA accounts. These
miscalculations affected approximately ten CAC employees over the last six to seven years and
involved either “over-contributions” or “under-contributions” over a period of months (not
years) for each affected employee. CAC counsel discussed with the Board the analysis
performed by CAC’s independent accountant and counsel. Following such discussion,
resolutions 18-2014 and 19-2014 were presented to, and discussed by, the Board. Audit
Committee Member Linnan discussed that the content of, and actions outlined in, both
resolutions was discussed, reviewed and considered by the Audit Committee and that the
Committee recommended that the Board pass both resolutions.

A motion to adopt resolution 18-2014 was made by Anders Tomson and seconded by Dorsey
Whitehead. A vote being taken, the motion passed unanimously. A motion to adopt the
resolution 19-2014 was made by Jeff Sperry and seconded by Mark Sullivan. A vote being
taken, the motion passed unanimously.

There being no further business, the Capitalize Albany Corporation Board of Directors regular
meeting was adjourned at 9:28 a.m.



Capitalize Albany Corporation Board Meeting
October 28, 2014

Agenda Item #2: Finance & Investment Committee Update

Materials:

Memo to the Board

Quarterly Financial Report

Memo to the Board

2015 Budget Approval Resolution 20-2014
Signatory Update Resolution 21-2014
Amendment to the Investment Policy
Investment Policy Resolution 22-2014



Capitalize Albany Corporation
21 Lodge Street
Albany, New York 12207

MEMORANDUM
TO: CAC Finance & Investment Committee
FROM: Mark Opalka
RE: Capitalize Albany Corporation 3rd Quarter Financial Reports
DATE: October 15, 2014

BUDGET PERFORMANCE

On a pre-audit basis, through September 30, 2014, the Capitalize Albany Corporation (CAC) had
a net income of approximately $1,460,000. This position compares favorably to the year-to-date
(YTD) budgeted net loss of approximately $203,000. CAC had net income of $108,000 during
the third quarter of 2013.

The significant variances between total budgeted revenue and expense activity through
September 30, 2014 and total actual revenue and expense activity is being driven primary by
activity related to the sale of the ground lease at 677 Broadway and the sale of 245 Lark Street.
These two transactions resulted in a gain of approximately $1,450,000. Additionally, expenses for
the Impact Downtown Albany plan are under budget by approximately $215,000. This is due to
the timing of the consultant’s billing for services rendered. We expect these expenses to be over
budget by approximately $61,000 for 2014.

My comments below address those remaining categories that deviate in excess of 5% from the
YTD budget.

0o YTD 2014 revenue is $2,416,066 which is $1,432,749 above the 2014 budget.

0 Interest and Investment Income. YTD 2014 income derived from
interest and investments is approximately $47,774 or $26,500 under budget.
The negative variance to the budget is primary due to lower than anticipated
interest income on new bond holdings. During the third quarter approximately
($20,500) in fair market value (FMV) impairment adjustments were recorded
resulting in YTD FMV adjustments of ($6,000) to CAC'’s investments.

0 Membership and Event Support. Membership and Event support is
$27,690 which is 21% under budget. Membership fees collected thru
September are $22,150. Year to date this is $2,850 under budget. Based on
anticipated activity this category is expected to be under budget by
approximately $5,000. This budget shortfall is expected to be a direct result
of lower sponsorship revenue being received in 2014.

0 YTD 2014 expenses are $935,221 which is $80,029 under the 2014 budget.



LOANS

BALANCE SHEET

Salaries & Fringe Benefits Expense. This category is under budget by
approximately $95,000 or 18%. The variance in this category is attributable
to position vacancies. Based upon anticipated activity, currently this
category is projected to end the year approximately $78,600 under budget.

Professional Fee Expense. This category is over budget by $24,100 or 9%.
The variance is primary attributable to higher legal and IT related expenses
offset by lower accounting fees.

Occupancy Expenses. This category is over budget by approximately
$4,700. This is attributable to higher utility costs.

Marketing & Promotional Expenses. This category is under budget by
approximately $7,200. This variance is attributable to lower than anticipated
costs for the Albany Reinvests event in June.

In May of 2014, CAC received a recovery of $5,000 in bad debt expense
related to the Historic Albany loan.

In June, CAC received a recovery of $500 related to the ACE Holding, LLC
loan.

In June, CAC received notice that Richard Dobush’s primary lender was
beginning foreclosure proceedings on his property located on 16 Tivoli
Street. CAC currently has a 2" lien position on the building and the borrower
currently owes $41,660.40. The last payment received from the borrower
was on 9/24 for $1,000. Staff is currently working with counsel as to the
status of the foreclosure proceedings.

The balance sheet is expected to contract from $15.5 million as of December 31, 2013 to $14.8
million as of December 31, 2014. This is primarily attributable to the following:

(0]

(0]

Impact Downtown Albany cash outlay of approximately $325,000.
Approximately $60,000 decrease in restricted cash.

Depreciation of approximately $210,000.

Reduction of bond indebtedness by approximately $1,070,000 in principal
payments. The majority of this reduction, approximately $928,000, is
attributable to Port Warehouse bonds maturing in November. CAC was the

conduit issuer of these bonds.

Gain on Sale of 677 Broadway Ground Lease and 245 Lark Street of
$1,400,000 offset these decreases.

CASH FLOW STATEMENT

(o}

Currently, CAC’s December 31, 2014 cash and cash equivalents are
anticipated to increase by $183,000, compared to December 31, 2014 to
$3.8 million. This is primarily attributable cash proceeds received from the



sale of the ground lease at 677 Broadway and the building at 245 Lark Street
offset by loan portfolio activity and Impact Downtown Albany activity.

Cash used in capital and financing activities reflects scheduled debt service
payments and equipment purchases made during 2014.

Projected 2014 cash flow from investing activities reflects projected loan
disbursement and repayment activity, direct finance lease payments, and
investment activity.
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CAPITALIZE ALBANY CORPORATION
STATEMENTS OF CASH FLOWS
Pre-Audited Draft

Cash Flows From Operating Activities
Cash received from customers
Cash received from grantors
Other operating cash receipts
Cash payments to suppliers and grantees
Cash payments to employees

Net cash provided by operating activilies

Cash Flows From Capltal and Related Financing Activitles
Proceeds from sale of properly held for sale
Purchase of property held for investment and lease
Purchase of property and equipment
Purchase of other assets including purchase options
Principal payments on bonds payable
Interest paid on bonds payable

Net cash used in capital and related financing aclivities

Cash Flows From Investing Actlvitles
Inlerest on cash and cash equivalents and investments
Net decrease (increase} in restricted cash
Proceeds from sales and maturities of investments
Purchase of investments
Issuance of mortgage notes receivable
Repayments received on mortgage notes receivable
Principal payments received under direcl financing leases

Net cash used in investing activities
Change In cash and cash equlvalents

Cash and cash equivalents:
Beglnning of year

End of year
R iliation of E of (Exf Over Revenues)
Revenues Over Expenses to Net Cash Provided by
Operating Actlvitles

Excess of (expenses over revenues) revenues over expenses
Adjuslments lo reconcile excess of {(expenses over revenues)
revenues over expenses to net cash provided by
operaling activities:
Depreciation and amortization
Adjustment for losses on mortgage notes and
other receivables
Gain on sale of property
Net realized and unrealized losses (gains) on investments
Interest income on cash and cash equivalents and
investments
Interes| expense on bonds payable
Changes in:
Grants receivable
Other receivables, accrued interest receivable and
other assets
Accounts payable and accrued expsnses
Duse to the City of Albany
Unearned granl and other income
Revolving loan fund liability

Net cash provided by operating activities

Projected
September 30, 2014 December 31, 2014 December 31, 2013
43 443,266 $ 685,997 £ 582,948
444,363 827,379 840,042
204,210 378,291 340,478
(697,662) {1,327,120) (777,838)
{442,934) (648,198) (644,284)
31,243 {83,652) 341,346
1,664,244 1,661,382 a
= (3,800) -
- 0 (5,461)
{180,394) (1,348,591) {339,846)
(65,734) (79,804) (88,966)
1,418,115 229,186 {434,273)
52,496 74,718 84,434
(51,301) (105,634) (61,264)
1,803,396 1,803,396 1,716,988
(2,340,922) (2,340,922) (1,785,829)
(500,000) (900,000) -
375,412 431,933 769,142
184,507 1,073,717 188,751
{476,412) 37,207 902,222
972,946 182,742 809,295
3,651,644 3,651,644 2,842,349
$ 4,624,590 $ 3,834,386 $ 3,651,644
Projected

D ber 31, 2014

September 30, 2014

December 31, 2013

S 1,454,306 $ 1,263,904 $ 81,305
110 211,492 211,756

{5,500) (6,500) (25,490)

(1,457,824) (1,4567,824) -

4,722 4,722 {43,389)

(52,496) (74,719) (80,285)

66,734 79,804 86,666

- - (37,500)

123,717 124,811 {(9,045)

{108,305) (127,6185) 92,099

0 (59,507) 59

6,420 (43,580} 64,797

359 359 ar3

L 31,243 $ {83,652) $ 341,346




RESOLUTION 20-2014

OF THE
CAPITALIZE ALBANY CORPORATION

WHEREAS, the Capitalize Albany Corporation (CAC) has developed a
Proposed Budget for 2015; and

WHEREAS, the Finance and Investment Committee has reviewed and
recommends this proposed budget;

NOW THEREFORE BE IT RESOVED, that the CAC Board of
Directors approves the 2015 Budget as presented.

Signed:

Sarah Reginelli
President

Date of Authorization: October 28, 2014

Prepared by Mark J. Opalka



RESOLUTION 21-2014
OF THE
CAPITALIZE ALBANY CORPORATION

WHEREAS, the Capitalize Albany Corporation (“CAC”) bylaws (Article V,
Section 1) provide that “the Board of Directors shall determine who, if anyone, in
addition to the Chairperson and President, shall be authorized from time to time on the
Corporation’s behalf to sign checks, drafts or other orders for the payment of money”;
and

WHEREAS, currently the CAC authorized signatories on all CAC depository
accounts are the CAC Chairman, CAC President and the CAC Finance & Investment
Committee Chairman; and

WHEREAS, the members of the Finance & Investment Committee recommend
to the Board that it authorize the addition of the CAC Vice President (Bradley Chevalier)
on all current CAC depository accounts;

NOW THEREFORE BE IT RESOLVED, that staff is directed to circulate
necessary signature cards and/or other required documents to facilitate this Resolution.

Signed:

Sarah Reginelli

Date of Authorization: October 28, 2014

Prepared by Thomas M. Owens



Investment Policy Statement
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Introduction
The purpose of this document is to make clear the objectives, goals, and guidelines for

the management of the Albany-Local Development-Corporation-(“ALDC)-Capitalize
Albany Corporation (“CAC”) account. It outlines a meaningful set of guidelines that are
specific enough to allow for efficient management of the funds while also being
sufficiently flexible to allow for changing economic conditions and securities markets.

Investment in real estate is not addressed in the Policy and will be addressed by the Board
of Directors on a case-by-case basis.

Investment Objectives and Goals

The primary objectives of this portfolio are: (1) preservation of capital, (2) liquidity, and
(3) prudent growth of principal.

Investment Strategy

These objectives will be achieved primarily with fixed-income investments and, to a
lesser extent, with good quality equity investments. However, there is no requirement
that the portfolio contain equities.

Fixed-income securities in the combined portfolios will include cash equivalents, short-
and intermediate-term fixed-income securities. The portfolio will be allocated to these
categories based upon cash flow needs as determined by ALBECAC.

Equity investments will be well diversified, high grade and readily marketable.

The investment return on the short-term fixed-income portion of the portfolio will be
measured against short-term U.S. Treasury Bills. The investment return on the
intermediate-term fixed —income portion of the portfolio will be measured against the
Lehman-Barclays Intermediate Government Credit Index. The investment return on the
equity portion of the portfolio, when appropriate, will be measured against the S&P 500.

Asset Allocation

Asset Class Min. Wt. Max. Wt. Representative Index
Equities 0% 15% S&P 500 and MSCI EAFE
Domestic 85% 100% S&P 500
International™ 0% 15% MSCI EAFE
Fixed Income 80% 95% £BBCS Int. Govt./Credit**
Cash or Equivalents 5% 25% Treasury Bill

* Only broadly diversified Exchange Traded Funds will be used for investing in international equities.
** Or other broad-based bond market benchmark agreed upon by ALBECAC.




Investment Guidelines

Investments should be made consistent with the quality deemed appropriate in a fiduciary
relationship and to which a prudent investor would adhere. All assets must have readily
ascertainable market value and be easily marketable. The portfolio should be diversified
to the extent a prudent investor might propose and to avoid any undue exposure to any
segment of the economy or any industry segment.

Fixed-Income
Eligible Investments

1. Obligation of the U.S. Treasury, AAA-rated U.S. Government Agencies and
obligations guaranteed by the U.S. Treasury or AAA-rated U.S. Government
agencies. There is no limit on these investments, except that no more than 15% of
the fixed-income segment can be invested in Government guaranteed mortgage
pass through securities.

2. Corporate debt obligations as follows:

a. Commercial Paper
b. Short-Term Notes or Corporate Bonds

Commercial paper must be rated at least A1/P1 with a maximum maturity of
nine months. Corporate notes and bonds must be rated at least A1 by Moody’s or A+
by Standard and Poor’s.

3. FDIC or NCUA Insured Bank or Credit Union Certificates of Deposit.

4. Money market funds managed by nationally recognized investment management
companies in funds with net assets of $1 billion or more.

5. Tax-Exempt or Taxable Municipal Securities as follows:

a. Municipal notes and bonds

b. Adjustable rate municipals

c. Tax-Exempt commercial paper
Municipal obligations must be rated at least “A” (or the equivalent) by a nationally
recognized credit rating agency. Insured obligations must have an underlying rating
of at least “A”.

6. Any obligation that is not guaranteed by the U.S. Government or one of its
agencies is limited to 10% of the portfolio

The Following Conditions and Restrictions Apply to Fixed-Income Investments.



1. No less than 25% of the portfolio will possess a final maturity of one year or
less.

2. The maximum weighted average maturity of the fixed-income securities
(exclusive of the portion of the portfolio that matures within one year) may
not exceed four years.

3. No less than 50% of the fixed-income securities must be obligations of the
U.S. Treasury or Government Agency.

4. Fixed income securities with a maturity, expected average maturity, or reset
period greater than 10 years are prohibited.

Fixed income or interest rate futures are prohibited

Risky or volatile derivative securities as commonly defined by the financial
industry are prohibited.

7. Zero coupon Treasury bonds are permitted.
8. CMO securities of any type are not permitted.

9. Cash reserves should be invested in interest bearing securities or in an
appropriate money market fund or account.

Equities
1. Equity investments are to be chosen from the New York Stock Exchange,

American Stock Exchange, the regional exchanges, or the national over-the-
counter market.

2. No more than 30% of the market value of the equity portion of the portfolio
should be in any one industry and no more than 10% in any one security.

General Restriction

All investments must be in U.S. Dollar denominated securities except there will be
underlying foreign currency exposure to the extent that international equity
Exchange Traded Funds are held in the portfolio.

Reporting

ALDC-CAC will account for investments in accordance with generally accepted
accounting principles (GAAP) for all financial statements.

Quarterly reports of investment activity and portfolio reporting will be provided to
the ALDC’sCAC’s Finance & Investment Committee. At least annually, and as
determined by the CAC Finance & Investment Committee, a report the investement
portfolio and activity will be provided to the-and Board of Directors. The portfolio




reporting will include an estimate of fair value (market value) as obtained from the
Bloomberg, financial correspondents or nationally published sources. Also included
will be the characteristics of each investment, the net change in fair value since the
prior month-end, with summary information for the entire portfolio.

Remediation

In the event that an investment (after purchase) fails to meet any condition of this policy
or provision set forth in applicable rules, regulations and/or law, the Beard—of
DirectorsFinance Committee shall be notified as soon as possible, but no later than the
next regularly scheduled beardcommittee meeting. A risk evaluation analysis shall be
prepared to support management’s action to retain or dispose of the investment. The
Finance & Investment Committee will review any recommendation to hold the
investment. Without exception from the Finance & Investment Committee erBoard the
decision to continue to hold the investment will be deemed acceptable but shall require
subsequent quarterly monitoring and reporting.




RESOLUTION 22-2014
OF THE
CAPITALIZE ALBANY CORPORATION

WHEREAS, to ensure that the Corporation’s resources are prudently
managed, and pursuant to New York Public Authorities Law (“PAL”) section 2925,
the Corporation has an Investment Policy; and

WHEREAS, the CAC staff and Finance and Investment Committee
annually reviews such Investment Policy to ensure it meets the Corporation’s
objectives and remains in compliance with any applicable requirements; and

WHEREAS, the staff and Committee completed such review and finds the
Investment Policy (as attached with minor recommended modifications) continues
to emphasize the Corporation’s primary objectives of capital preservation, liquidity,
and prudent growth of principal; and

WHEREAS, the Committee has reviewed said revised Investment Policy
and recommends Board approval of the Policy.

NOW THEREFORE BE IT RESOLVED, that the CAC Board of Directors
approves the Investment Policy dated October 28, 2014.

Signed:

Sarah Reginelli
President

Date of Authorization: October 28, 2014



Capitalize Albany Corporation Board Meeting
October 28, 2014

Agenda Item #3: Tech Valley Center of Gravity Laban Coblentz

Materials:
e No materials are included.



Capitalize Albany Corporation Board Meeting
October 28, 2014

Agenda Item #4: Impact Downtown Albany

Materials:
e No materials are included.



Capitalize Albany Corporation Board Meeting
October 28, 2014

Agenda Item #5: Other Business

Materials:
e No materials are included.



Capitalize Albany Corporation Board Meeting
October 28, 2014

Agenda Item #6: Project Update Memo

Materials:
e No materials are included.



Capitalize Albany Corporation Board Meeting
October 28, 2014

Agenda Item #7: Executive Session (if necessary)

Materials:
e No materials are included.
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