CITY OF TROY, NEW YORK
FINANCIAL STATEMENTS
and
INDEPENDENT AUDITOR’S REPORT

December 31, 2008



CITY OF TROY, NEW YORK

FINANCIAL STATEMENTS
and
INDEPENDENT AUDITOR’S REPORT

December 31, 2008
CONTENTS

INDEPENDENT AUDITOR’S REPORT
FINANCIAL STATEMENTS

Balance Sheet - All Fund Types and Account Groups
Statement of Revenues, Expenditures, and Changes in Fund Balance -
All Governmental Fund Types and Expendable Trust Funds
Statement of Revenues, Expenditures, and Changes in Fund
Balance - Budget and Actual - General and Combining Special Revenue Fund Types
Notes to Financial Statements

5-29



BOLLAM, SHEEDY, TORANI & CO. LLP
Certified Public Accountants
Albany, New York

INDEPENDENT AUDITOR’S REPORT

Mayor and Members of the City Council
City of Troy, New York

We have audited the accompanying financial statements of the City of Troy, New York (City), as
of and for the year ended December 31, 2008. These financial statements are the responsibility of the
City’s management. Our responsibility is to express an opinion on these financial statements based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and Government Auditing Standards issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statements presentation. We believe our audit provides a
reasonable basis for our opinion.

As more fully described in Note A to the combining financial statements, the City prepared these
financial statements using statutory accounting practices prescribed by the New York State Office of the
State Comptroller for reporting to that office, which practices differ from accounting principles
generally accepted in the United States of America. The effects on the financial statements of the
variances between the statutory basis of accounting and accounting principles generally accepted in the
United States of America, although not readily determinable, are presumed to be material.

In our opinion, the financial statements referred to above, present fairly, in all material respects,
the financial position of the City of Troy, New York, as of December 31, 2008, and the results of its
operations for the year then ended, on the basis of accounting described in Note A.

In accordance with Government Auditing Standards, we have issued our report dated August 12,
2009, on our consideration of the City of Troy, New York’s internal control over financial reporting and
our tests of its compliance with certain provisions of laws, regulations, contracts, and grants. That
report is an integral part of an audit performed in accordance with Government Auditing Standards and
should be read in conjunction with this report in considering the results of our audit.

This report is intended solely for the information and use of the management, members of the

City Council, the New York State Office of the State Comptroller, and the various Federal funding
sources and is not intended to be and should not be used by anyone other than these specified parties.

(3w ttgmm SL:L:_AZ/TM' O ey

Albany, New York
August 12, 2009

An Independent Member of the RSM McGladrey Network
Page 1



CITY OF TROY, NEW YORK

BALANCE SHEET - ALL FUND TYPES AND ACCOUNT GROUPS
December 31, 2008

Fiduciary
Governmental Fund Types Fund Types Account Groups
Combined
Trust Non-current Non-current
Special Debt Capital and Governmental Governmental
General Grant Water Sewer Service Projects Agency Assets Liabilities
ASSETS AND OTHER DEBITS
ASSETS
Cash and cash equivalents $ 9034949 $ 4237215 $ 6376802 $ 525,362 $ 60,866 $ 1,627,609 $ 1,461,162 $ - $ -
Cash with fiscal agent 8,532,998 - - - 3,239,676 69,665 - - -
Taxes receivable, net 7,884,834 - - - - - - - -
Other receivables 1,810,657 478,275 671,078 494,139 - - - - -
Due from other governments 4,060,262 273,721 2,169,191 - - 804,354 - - -
Due from other funds 2,013,481 1,132,420 - - 127,654 113,628 39,792 - -
Prepaid and other assets - - - - - - 36,338 - -
Fixed assets - - - - - - - 213,161,529 -
33,337,181 6,121,631 9,217,071 1,019,501 3,428,196 2,615,256 1,537,292 213,161,529 -
OTHER DEBITS
Amount to be provided for retirement of general long-term debt - - - - - - - - 84,160,425
$ 33337181 $ 6121631 $ 9217071 $ 1019501 $ 3428196 $ 2,615,256 $ 1,537,292 $213,161,529 $ 84,160,425
LIABILITIES, OTHER CREDITS, AND FUND BALANCE
LIABILITIES
Accounts payable $ 1635197 $ 496412 $ 67,303 $ 7354 % - 765,147 $ - $ - $ -
Retainage payable - - - - - 6,278 - - -
Accrued liabilities 784,401 - 98,639 25,962 - - - - -
Other liabilities 1,239,051 - 8,202 - - - 353,609 - 5,398,624
Due to other governments 6,407,935 214,643 - - - - - - 4,182,348
Due to other funds 565,647 1,178,862 - 300,846 55,647 143,279 1,182,694 - -
Repayment agreements - - - - - - - - 59,083,864
Bond anticipation note payable - - - - - 450,000 - - -
Bonds payable - - - - - - - - 7,613,377
Bond interest and matured bonds payable - 41,365 - - - - - -
Deferred revenue 5,771,625 847,784 - - - 543,610 - - -
Other post-employment benefits - - - - - - - - 7,882,212
16,403,856 2,737,701 215,509 334,162 55,647 1,908,314 1,536,303 - 84,160,425
OTHER CREDITS
Investment in general fixed assets - - - - - - - 213,161,529 -
FUND BALANCE
Reserved
Encumbrances 734,885 641,934 422,308 384,051 - 3,734,271 - - -
Special reserves 14,950,964 - - - - -
Bonded debt - 3,372,549 - - - -
Unreserved - unappropriated 1,247,476 2,741,996 8,579,254 301,288 - (3,027,329) 989 - -
16,933,325 3,383,930 9,001,562 685,339 3,372,549 706,942 989 - -
$ 33337,181 $ 6,121,631 $ 9217071 $ 1019501 $ 3428196 $ 2,615,256 $ 1,537,292 $213,161,529 $ 84,160,425

The accompanying Notes to Financial Statements are an integral part of these statements.
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CITY OF TROY, NEW YORK

STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE -
ALL GOVERNMENTAL FUND TYPES AND EXPENDABLE TRUST FUNDS
Year Ended December 31, 2008

REVENUES
Real property taxes and tax items
Nonproperty taxes
Departmental income
Intergovernmental charges
Use of money and property
Licenses and permits
Fines and forfeitures
Sale of property and compensation for loss
Miscellaneous local sources
Interfund
State aid
Federal aid

Total revenues

EXPENDITURES
General governmental support
Public safety
Health
Transportation
Cultural and recreation
Home and community services
Employee benefits

CAPITAL EXPENDITURES
General government support
Public safety
Transportation
Culture and recreation
Home and community service

DEBT SERVICE
Principal
Interest
Total expenditures

Excess (deficiency) of revenues over (under) expenditures

OTHER FINANCING SOURCES (USES)
Operating transfers in
Operating transfers out
Proceeds of obligations
Total other financing sources (uses)

Excess (deficiency) of revenues and other financing sources over (under)

expenditures and other financing sources (uses)

FUND BALANCE, beginning of year

FUND BALANCE, end of year

Fiduciary
Governmental Fund Types Fund Type
Special Debt Capital Expendable

General Grant Water Sewer Service Projects Trust
$ 18,967,884 % -3 -3 - 8 - - -
14,405,780 - - - - - -
4,757,608 479,922 12,390,461 2,380,588 - - -
424,264 - 28,350 - - - -
475,479 43,976 327,545 15,877 181,788 29,437 -
1,402,120 - 13,440 - - - -
788,343 334,669 - - - - -
30,988 - 37,520 - - - -
962,308 567,957 63,490 9,362 - 2,238 29,569
1,881,360 - 327,000 - - - -
15,664,685 34,457 - - - 335,493 -
448,324 5,724,078 - - - 1,099,322 -
60,209,143 7,185,059 13,187,806 2,405,827 181,788 1,466,490 29,569
8,533,208 - 318,546 - 5,647 - -
30,757,221 - - - - - -
132,357 - - - - - -
3,886,634 - - - - - -
2,875,945 - - - - - -
3,999,385 5,360,392 7,327,499 2,254,694 - - -
3,838,977 - - - - - 29,569
56,469 - 29,000 - - 98,090 -
437,696 - - - - 241,430 -
143,916 - - - - 1,473,753 -
37,879 - - - - 313,721 -
- - 330,223 50,113 - 137,244 -
3,811,738 - 263,430 38,700 - - -
2,569,757 - 319,264 35,109 - - -
61,081,182 5,360,392 8,587,962 2,378,616 5,647 2,264,238 29,569
(872,039) 1,824,667 4,599,844 27,211 176,141 (797,748) -
1,718,669 275,276 616,505 - 58,469 801,968 -
(925,276) (103,914) (1,472,000) - (239,722) (729,975) -
- - - - - 225,000 -
793,393 171,362 (855,495) - (181,253) 296,993 -
(78,646) 1,996,029 3,744,349 27,211 (5,112) (500,755) -
17,011,971 1,387,901 5,257,213 658,128 3,377,661 1,207,697 989
$ 16933325 $ 3383930 $ 9,001,562 $ 685339 $ 3,372,549 706,942 989

The accompanying Notes to Financial Statements are an integral part of these statements.
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CITY OF TROY, NEW YORK

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL - GENERAL FUND

COMBINING SPECIAL REVENUE FUND TYPES

Year Ended December 31, 2008

REVENUES
Real property taxes and tax items
Nonproperty taxes
Departmental income
Intergovernmental charges
Use of money and property
Licenses and permits
Fines and forfeitures
Sale of property and compensation for loss
Miscellaneous local sources
Interfund
State aid
Federal aid

Total revenues

EXPENDITURES

General governmental support
Public safety
Health
Transportation
Culture and recreation
Home and community services
Employee benefits
Debt service

Principal

Interest

Total expenditures

Excess (deficiency) of revenues over (under) expenditures

OTHER FINANCING SOURCES (USES)
Appropriated fund balance
Operating transfers in
Operating transfers out
Total other financing sources (uses)

Excess of revenues and other financing sources
over expenditures and other financing sources

FUND BALANCE, beginning of year

FUND BALANCE, end of year

General Fund Special Revenue Funds* Totals

Variance Variance Variance

Modified Favorable Modified Favorable Modified Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable) Budget Actual (Unfavorable)
$ 19578834 $ 18,967,884 % (610,950) -3 - $ - $ 19578834 $ 18,967,884 % (610,950)
13,650,000 14,405,780 755,780 - - - 13,650,000 14,405,780 755,780
4,940,802 4,757,608 (183,194) 11,803,121 14,771,049 2,967,928 16,743,923 19,528,657 2,784,734
427,281 424,264 (3,017) 28,450 28,350 (100) 455,731 452,614 (3,117)
622,000 475,479 (146,521) 163,624 343,422 179,798 785,624 818,901 33,277
694,600 1,402,120 707,520 12,500 13,440 940 707,100 1,415,560 708,460
1,075,500 788,343 (287,157) 500 - (500) 1,076,000 788,343 (287,657)
49,189 30,988 (18,201) 62,000 37,520 (24,480) 111,189 68,508 (42,681)
293,103 962,308 669,205 42,200 72,852 30,652 335,303 1,035,160 699,857
2,361,541 1,881,360 (480,181) 327,100 327,000 (100) 2,688,641 2,208,360 (480,281)
14,359,624 15,664,685 1,305,061 - - - 14,359,624 15,664,685 1,305,061
634,921 448,324 (186,597) - - - 634,921 448,324 (186,597)
58,687,395 60,209,143 1,521,748 12,439,495 15,593,633 3,154,138 71,126,890 75,802,776 4,675,886
8,844,571 8,589,677 254,894 417,799 347,546 70,253 9,262,370 8,937,223 325,147
31,538,878 31,194,917 343,961 - - - 31,538,878 31,194,917 343,961
141,222 132,357 8,865 - - - 141,222 132,357 8,865
3,766,486 4,030,550 (264,064) - - - 3,766,486 4,030,550 (264,064)
2,994,827 2,913,824 81,003 - - - 2,994,827 2,913,824 81,003
4,097,406 3,999,385 98,021 11,253,887 9,962,529 1,291,358 15,351,293 13,961,914 1,389,379
3,891,381 3,838,977 52,404 - - - 3,891,381 3,838,977 52,404
3,811,738 3,811,738 - 222,130 302,130 (80,000) 4,033,868 4,113,868 (80,000)
2,572,309 2,569,757 2,552 214,406 354,373 (139,967) 2,786,715 2,924,130 (137,415)
61,658,819 61,081,182 577,637 12,108,222 10,966,578 1,141,644 73,767,041 72,047,760 1,719,281
(2,971,424) (872,039) 2,099,385 331,273 4,627,055 4,295,782 (2,640,151) 3,755,016 6,395,167
2,133,777 - (2,133,777) 650,327 - (650,327) 2,784,104 - (2,784,104)
1,552,647 1,718,669 166,022 490,400 616,505 126,105 2,043,047 2,335,174 292,127
(715,000) (925,276) (210,276) (1,472,000) (1,472,000) - (2,187,000) (2,397,276) (210,276)
2,971,424 793,393 (2,178,031) (331,273) (855,495) 126,105 2,640,151 (62,102) (2,702,253)
$ - (78,646) $ (78,646) - 3,771,560 $ 4421887 $ - 3,692,914 $ 3,692,914

17,011,971 5,915,341 22,927,312
$ 16,933,325 $ 9,686,901 $ 26,620,226

* Excludes Special Grant Fund and Troy Urban Renewal Agency, see Note A4.

The accompanying Notes to Financial Statements are an integral part of these statements.
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CITY OF TROY, NEW YORK

NOTES TO FINANCIAL STATEMENTS
December 31, 2008

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Troy, New York (City) has elected to prepare its financial statements on the statutory
basis required by the New York State Office of the State Comptroller for annual reports to that
office. This statutory basis is another comprehensive basis which varies from accounting principles
generally accepted in the United States of America (GAAP) primarily in accounting for
governmental units. The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting principles.

In preparing the financial statements in conformity with the accounting principles described above,
management is required to make estimates and assumptions that affect the reported amounts of
assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and expenditures during the reporting period.
Actual results could differ from those estimates.

A summary of the significant accounting policies consistently applied in the preparation of the
accompanying basic financial statements follows.

1. Financial Reporting Entity

The City was established during 1789 within the County of Rensselaer (County); was incorporated
during 1816; and is governed by its Charter, the General City Law, other general laws of the State of
New York, and various local laws. The Mayor is responsible for overall operations and serves as
Chief Executive Officer. The City Comptroller serves as Chief Fiscal Officer. All legislative power
of the City is vested in the City Council, whose powers are specified in Section 2.08 of the City
Charter.

The City provides several services, including general government support, police and fire protection,
refuse and garbage collection, water and sewer service, and recreation services.

In evaluating how to define the City for financial reporting purposes, management has considered all
potential component units. The decision to include a potential component unit in the reporting entity
was made by applying the criteria set forth in accounting principles generally accepted in the United
States of America. The basic, but not the only, criterion for including a potential component unit
within the reporting entity is the governing body’s ability to exercise oversight responsibility. The
most significant manifestation of this ability is financial interdependence. Other manifestations of
the ability to exercise oversight responsibility include, but are not limited to, the selection of
governing authority, the designation of management, the ability to influence operations significantly,
and accountability for fiscal matters. A second criterion used in evaluating potential component
units is the scope of public service. Application of this criterion involves considering whether the
activity benefits the City and/or its citizens, or whether the activity is conducted within the
geographic boundaries of the City and is generally available to its citizens. A third criterion used in
evaluating potential component units is the existence of special financing relationships, regardless of
whether the City is able to exercise oversight responsibilities.
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CITY OF TROY, NEW YORK

NOTES TO FINANCIAL STATEMENTS
December 31, 2008

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
1. Financial Reporting Entity - Continued

Based on the application of these criteria, a brief review of each potential component unit addressed
in defining the City’s reporting entity follows:

Excluded From the Reporting Entity

Although the following organizations, functions, or activities are related to the City, they are not
included in the City reporting entity for the reasons noted:

Municipal Assistance Corporation for the City of Troy

The Municipal Assistance Corporation for the City of Troy (MAC) was created during 1995
under the provisions of Section 3053 of the Financial Control Act (see Note J). The MAC is
an authority of the State of New York. The members of the authority have complete
responsibility for managing the MAC and are not presumed to be a component unit of the
City. The enabling legislation creating the MAC was amended June 29, 1995, with an
effective date of July 19, 1995, and was again amended August 5, 1996.

City of Troy Supervisory Board

Per the provision of Chapter 721 of the Laws of 1994 as amended by Chapters 187 and 188
of the Laws of 1995 and Chapters 444 and 445 of the Laws of 1996 (see Note J), the State
Legislature created the City of Troy Supervisory Board. Per the legislation, the City is to
establish a general debt service fund to be overseen by the New York State Office of the
State Comptroller. The City does not have any oversight responsibility over the Supervisory
Board.

Troy Industrial Development Authority

The Troy Industrial Development Authority (IDA) is a Public Benefit Corporation created by
the State Legislature to promote the economic welfare, recreation opportunities, and
prosperity of City inhabitants. Members of the IDA are appointed by the Mayor and
confirmed by the City Council, but the City exercises no oversight responsibility. DA
members have complete responsibility for management of the IDA and accountability for
fiscal matters. The City is not liable for IDA bonds or notes.

Troy Local Development Corporation

The Troy Local Development Corporation (LDC) was incorporated in the State of New York
in November 1988. The LDC’s primary purpose is to maintain and develop the economic
climate of the City through the promotion of employment and attraction of new businesses.
Effective for the year ended December 31, 2008, the LDC is required to have an annual
independent audit completed of their financial statements.

The LDC is exempt from income taxes under Section 501(c)(3) of the Internal Revenue
Code. It is classified as a private foundation under Sections 507(d) and 4940 of the Internal
Revenue Code and qualifies for the charitable contribution deduction for individual donors.
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CITY OF TROY, NEW YORK

NOTES TO FINANCIAL STATEMENTS
December 31, 2008

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
1. Financial Reporting Entity - Continued

Excluded From the Reporting Entity - Continued

Troy City and Lansingburgh Central School Districts

The Troy City and Lansingburgh Central School Districts (School Districts) were created by
State legislation, which designated the School Boards as the governing authorities. School
Board members are elected by the qualified voters of the School Districts. The Boards
designate management and exercise complete responsibility for all fiscal matters. The City
Council exercises no oversight over the School Districts” operations.

Troy Housing Authority

The Troy Housing Authority (Authority) was created during 1957 by the State Legislature.
The governing board of the Authority is appointed by the Chief Executive Officer of the
City. The City provides no subsidy to the Authority nor is it responsible for debt or operat-
ing deficits of the Authority. The Authority’s debt is essentially supported by operating
revenues of the Authority and is not guaranteed by the City. The City does not appoint
management of the Authority nor does it approve the Authority’s budget, contracts, or hiring
of staff. The City has no oversight responsibility for funds of the Authority.

2. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The accounting and financial reporting treatment applied to a fund is determined by its measurement
focus. All governmental funds and expendable trust funds are accounted for on the modified accrual
basis using a current financial resources focus. With this measurement focus, generally only current
assets and current liabilities are included on the balance sheet. Operating statements of these funds
present increases (i.e., revenues and other financing sources) and decreases (i.e., expenditures and
other financing uses) in net current assets.

Under the modified accrual basis of accounting, governmental fund revenues are recognized when
susceptible to accrual (i.e., when they become both measurable and available). “Measurable” means
the amount of the transaction can be reasonably determined, and “available” means the related cash
resources are collectible within the current period or soon enough thereafter to be used to pay
liabilities of the current period. The City follows GAAP and considers property taxes available if
they are collected within 60 days after year-end. Property taxes determined to be collectible after the
60-day period are recorded as deferred revenues. The City uses a 120-day availability period for
other significant governmental revenue sources. In addition to property taxes, governmental
revenues susceptible to accrual include sales tax, state and federal aid, and certain other significant
revenues. Fines, permits, and parking meter revenues are not susceptible to accrual because generally
they are not measurable until received. For state and federal grants, if reimbursement of expenditures
is the prime factor for determining eligibility, revenues from federal and state grants are accrued
when the expenditure is made.

The City also reports deferred revenue for certain revenues other than property taxes. Deferred
revenues arise when potential revenue does not meet both of the “measurable” and *available”
criteria for recognition in the current period. Deferred revenues also arise when the City receives
resources before it has a legal claim to them, as when grant monies are received prior to the
occurrence of qualifying expenditures. In subsequent periods, when both revenue recognition criteria
are met, or when the City has a legal claim to the resources, the liability for deferred revenue is
removed from the combining balance sheet and revenue is recognized.

Page 7



CITY OF TROY, NEW YORK

NOTES TO FINANCIAL STATEMENTS
December 31, 2008

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

2.

3.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation - Continued

Governmental fund expenditures are recorded when the fund liability is incurred except that:

Payment of prepaid expenses and purchase of inventory type items are recorded as
expenditures when the related amounts are due and payable. This method is generally
referred to as the “purchase” method, as opposed to the “consumption” method used in the
government-wide financial statements.

Principal and interest on indebtedness are recorded as expenditures when the related debt
service amounts are due and payable, which normally approximates the date the debt is paid.

Compensated absences, such as vacation leave and compensation time, which vest or
accumulate with eligible employees, are recorded as expenditures in the payroll period that
the leave credits are used by employees.

Current pension costs payable to the New York State Retirement Systems are recorded as
expenditures when billed by the Systems.

Costs of acquiring fixed assets are recorded as expenditures when the related acquisition
amounts are due and payable.

Fund Accounting

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

Fund Types

Governmental Funds are those through which most governmental functions are financed. The

acquisition, use, and balances of expendable financial resources, and the related liabilities are ac-
counted for through governmental funds. The City’s governmental fund types are as follows:

a.

General Fund is the principal operating fund of the City and accounts for the general tax reve-
nues, miscellaneous receipts not allocated by law or contractual agreement to another fund, risk
retention operations, and general operating expenditures. This fund operates within the financial
limits of an annual budget adopted by the City Council.

Special Revenue Funds are used to account for the proceeds of specific revenue sources (other

than major capital projects) that are legally restricted to expenditures for specified purposes.
Special Revenue Funds of the City include the following:

Special Grant Fund is used principally to account for the use of federal monies received
under Community Development and other Department of Housing and Urban Development
Funds.
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CITY OF TROY, NEW YORK

NOTES TO FINANCIAL STATEMENTS
December 31, 2008

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
3. Fund Accounting - Continued

b. Special Revenue Funds - Continued

Water Fund is used to report operations of the City’s water treatment and supply facilities
that provide drinking water to all City residents, as well as to certain other local communities
outside the City’s corporate boundaries.

Sewer Fund is used to report operations of the City’s wastewater treatment facilities and
sanitary sewer system that is provided to all City residents.

c. Debt Service Fund is used to account for the accumulation of resources reserved for future MAC
debt payments. Unexpended balances of proceeds and earnings on proceeds of borrowings for
capital projects are transferred from the Capital Projects Fund and held until appropriated.

d. Capital Projects Fund is used to account for financial resources to be used for the acquisition or
construction of major capital assets for governmental activities. Financing is generally provided
from proceeds of bonds, notes, federal and state grants, and transfers from other governmental
funds.

e. Fiduciary Funds are used to report resources that are held by the City in a trustee or agency
capacity for others and cannot be used to support the City’s own programs. Fiduciary funds
include pension and other employee benefit trust funds, investment trust funds, private purpose
trust funds, and agency funds. The City does not maintain any investment or private purpose trust
funds, but does maintain the following Fiduciary Funds:

i. Local Police and Fire Pension Funds are used to account for pension funds for former police
officers and firefighters and their survivors, established by the City pursuant to Local Law #1
of 1943. These funds were in existence before the City began participation in the New York
State Retirement Systems, and the benefits are no longer available to employees.

ii. Agency Funds are used to account for monies and property held by the City as agent for
others pending disposition to the applicable parties.

In addition to the various funds, the City maintains schedules of non-current governmental assets and
non-current governmental liabilities. Non-current governmental assets include capital assets used in
governmental activities, and non-current governmental liabilities include bonds, state loans, and other
long-term debt used to finance governmental activities.

4. Budgets

The City’s procedures for establishing the budgetary data reflected in the accompanying financial
statements are as follows:

a. Not later than October 1, the City Mayor submits to the City Council a proposed operating
budget for the fiscal year commencing the following January 1.

b. The operating budget includes proposed expenditures and the means of financing them.

c. Public hearings are conducted to obtain taxpayer comments.
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CITY OF TROY, NEW YORK

NOTES TO FINANCIAL STATEMENTS
December 31, 2008

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
4. Budgets - Continued

d. Not later than December 1, the budget is legally enacted through the passage of a legislative
resolution.

e. Total expenditures for each object may not legally exceed the total appropriations for that
object.

A summary of the functions exceeding budgeted appropriations for the year ended December 31,
2008, is as follows:

Budgeted Total Unfavorable
Appropriations Encumbrances Variance
General Fund
Transportation 3,766,486 4,030,550 (264,064)
Interfund Transfer 715,000 925,276 (210,276)
Water Fund
Debt Service 272,477 582,694 (310,217)

Budgetary controls for certain special grants are established in accordance with the applicable grant
agreements, which may cover a period other than the County’s fiscal year.

A reconciliation of actual results for the Special Revenue Fund is as follows:

Revenues and Expenditures and
Other Financing Other Financing Fund Balance,
Sources Uses End of Year
Total funds included in
comparison $ 16,210,138 $ 12,438,578 $ 9,686,901
Funds not included in
budget comparison 7,460,335 5,464,306 3,383,930
$ 23,670,473 $ 17,902,884 $13,070,831

The Mayor is authorized to approve all budget transfer requests not exceeding $500 between the
major fund codes within individual departments. Additionally, the Mayor may authorize all budget
transfers within major fund codes within individual departments. All other modifications to the
budget must be approved by the City Council.

Encumbrance accounting, under which purchase orders, contracts, and other commitments for the
expenditure of monies are recorded for budgeting control purposes to reserve that portion of the
applicable appropriation, is employed in the governmental funds. Open encumbrances at year-end
are recorded as reservations of fund balances since the commitments do not constitute expenditures or
liabilities. Open encumbrances, after review by the City Council, are added to the subsequent year’s
budget to provide the modified budget presented in the combining financial statements. Expenditures
for such commitments are recorded in the period in which the liability is incurred.

Page 10



CITY OF TROY, NEW YORK

NOTES TO FINANCIAL STATEMENTS
December 31, 2008

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
4. Budgets - Continued

The budget is developed on the basis generally consistent with accounting principles generally
accepted in the United States of America. The only significant difference is that the budget treats
encumbrances as expenditures, whereas accounting principles generally accepted in the United States
of America treat them as reservations of fund balances.

Budgetary controls for the Special Grant Fund are established in accordance with the applicable grant
agreements, which cover periods different from the City’s fiscal year. The Troy Urban Renewal
Agency does not operate on an annual budget due to its limited activity. Accordingly, these funds
have not been included in statements comparing budget estimates to actual transactions.

5. Cash and Cash Equivalents

The City’s investment policies are governed by State statutes. In addition, the City has its own
written investment policy. City monies must be deposited in Federal Deposit Insurance Corporation
(FDIC) insured commercial banks or trust companies located within the State. The City Comptroller
is authorized to use demand accounts and certificates of deposit. Permissible investments include
obligations of the United States Treasury and United States agencies, repurchase agreements, and
obligations of New York State or its localities.

All deposits shall be fully secured by insurance of the FDIC or by obligations of New York State, or
obligations of federal agencies, the principal and interest of which is guaranteed by the United States
or obligations of New York State local governments.

The written investment policy requires repurchase agreements to be purchased from banks located
within the State and that underlying securities must be obligations of the federal government. Un-
derlying securities shall be valued to market at periodic intervals by the City Comptroller or his/her
designee.

Cash and cash equivalents include amounts in demand deposits as well as short-term investments
with a maturity date within three months of the date acquired by the City.

6. Interfund Transactions

During the course of operations, the City processes several transactions that affect more than one
fund and other transactions between the various funds. Interfund services provided and used are
accounted for as revenues in the provider funds and expenditures or expenses in the user funds.
Transactions that constitute reimbursements to a fund for expenditures initially made from it that are
properly applicable to another fund are recorded as expenditures in the reimbursing fund and as
reductions of expenditures in the fund that is reimbursed. Advances or loans from one fund to
another are recorded as receivables in the remitting fund and payables in the receiving fund. Other
interfund transactions generally represent transfers of resources from one fund to be utilized in
another fund and are reported as transfers. Interfund transactions that are unpaid between funds are
recorded in the financial statements as due from other funds (receivables) and due to other funds
(payables).
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CITY OF TROY, NEW YORK

NOTES TO FINANCIAL STATEMENTS
December 31, 2008

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
7. Fixed Assets

General fixed assets are not capitalized in the funds used to acquire or construct them. Instead,
capital acquisition and construction are reflected as expenditures in governmental funds, and the
related assets are reported in the schedule of non-current governmental assets.

Accounting principles under the statutory basis require that all purchased fixed assets be valued at
cost where historical records are available and at an estimated historical cost where no historical
records exist. Donated fixed assets are valued at their estimated fair market value on the date
received.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized.

Assets in non-current assets are not depreciated nor has interest on general fixed assets construction
in progress been capitalized.

8. Compensated Absences

During 2008, accumulated vacation for General, Water, and Sewer Fund personnel totaled
$4,389,790, $222,668, and $40,166, respectively. The amounts of vested accumulated vacation leave
and compensation time are recorded in the schedule of non-current governmental liabilities in other
liabilities. No liability is recorded for nonvesting accumulated rights to receive sick and personal pay
benefits.

9. Post-Retirement Benefits

The City provides health insurance coverage and survivors’ benefits for retired employees and their
survivors. Substantially all of the City’s employees may become eligible for these benefits if they
reach normal retirement age while working for the City. Health care benefits and survivors’ benefits
are provided through a self-insurance program or insurance company contracts with premiums based
on the benefits paid during the year. The City recognizes the cost of providing benefits by recording
total costs as expenditures during the year paid. The retirees’ premium contributions are reported as
revenue received during the year.

During the year, approximately $3.3 million was paid on behalf of approximately 349 retirees and
survivors and recorded as expenditures in the General Fund. During the year, $87,377 was collected
for premiums from these retirees and survivors and recorded as revenue of the General Fund. See
Note | for additional disclosures required for retiree postemployment benefits other than pensions.

10. Fund Balance

Reserves represent those portions of fund balance not available for appropriation or legally
segregated for a future use. Designated fund balances represent tentative plans for future use of
financial resources. There were no designated fund balances at December 31, 2008.

Unrestricted fund balance represents fund balance of the City not restricted for any project or other
purpose.
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CITY OF TROY, NEW YORK

NOTES TO FINANCIAL STATEMENTS
December 31, 2008

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
11. New Accounting Standards

GASB Statement No. 45, Accounting and Financial Reporting by Employers for Postemployment
Benefits Other Than Pensions (GASB No. 45). GASB No. 45 establishes new standards for the
measurement,  recognition, and display of other postemployment benefits (OPEB)
expenses/expenditures and related liabilities, note disclosures, and applicable supplementary
information in the financial reports of state and local government employers throughout the United
States. GASB No. 45 requires that an actuary determine the total liability. GASB No. 45 also
contains transition guidance regarding recognition of past service costs. The City was required to
implement GASB No. 45 in its fiscal year beginning January 1, 2007. The City fully implemented
this standard in its fiscal year beginning January 1, 2008. See Note | for disclosure related to
implementation of this standard.

GASB Statement No. 49, Accounting for Pollution Remediation Obligations, established standards
for accounting and financial reporting for pollution remediation obligations, which are obligations to
address the current of potential detrimental effects of existing pollution by participating in pollution
remediation activities, such as site assessments and cleanups. This Statement is effective for the City
as of January 1, 2008. Management has determined implementation of this standard has no impact
on the financial statements for the year ended December 31, 2008.

GASB Statement No. 50, Pension Disclosures, an amendment of GASB Statement No. 25 and No.
27, more closely aligns the financial reporting requirements for pensions with those for other
postemployment benefits (OPEB) and enhances information disclosed in the notes to the financial
statements or presented as required supplementary information by employers that provide pension
benefits. This Statement amends GASB Statements No. 25, Financial Reporting for Defined Benefit
Pension Plans and Note Disclosures for Defined Contribution Plans, and No. 27, Accounting for
Pension by State and Local Governmental Employers, to conform with requirements of Statements
No. 43, Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans and No.
45, Accounting and Financial Reporting by Employers for Postemployment Benefits Other than
Pension. This statement is effective for the City as of January 1, 2008. See Note H for disclosure
information.

NOTE B - CASH AND CASH EQUIVALENTS

It is the City’s policy for deposits to be secured by collateral valued at market or par, whichever is
lower, less the amount of the FDIC insurance. The City’s pooled and non-pooled deposits are
categorized to give an indication of the level of risk assumed by the City at fiscal year-end. The
categories are described as follows:

Category 1
Insured or collateralized with securities held by the City or by its agent in the City’s name.
Category 2
Collateralized with securities held by the pledging financial institution’s trust department or
agent in the City’s name.
Category 3
Uncollateralized.
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CITY OF TROY, NEW YORK

NOTES TO FINANCIAL STATEMENTS
December 31, 2008

NOTE B - CASH AND CASH EQUIVALENTS - Continued

Bank Category Carrying
Pooled Deposits Balance 1 Amount

N
[e)

Pooled cash and cash

equivalents $13,025,773 $ - $13,025,773 $ - $12,281,421
Non-Pooled Deposits
Non-Pooled cash and cash

equivalents
General Fund 4,072,405 - 4,072,405 - 3,967,545
Special Revenue Funds 4,307,324 - 4,307,324 - 4,195,567
Capital Projects 1,374,919 - 1,374,919 - 1,374,919
Trust and Agency 1,496,276 - 1,496,276 - 1,437,838
Debt Service 60,867 - 60,867 - 60,866
Petty Cash 5,810 - - 5,810 5,810

$24,343,375 $ $24,337,565 $ 5,810 $23,323,965

As a provision of certain financing arrangements, certain Capital Projects Fund cash is restricted for
related construction purposes. Reserved fund balance includes the excess of assets over certain
liabilities reserved according to donor restrictions, reserved for debt service on bonded debt, and
reserved for capital projects.

Cash with fiscal agent represents amounts held by the fiscal agent for payment of principal and
interest on outstanding obligations held by the MAC in the General and Debt Service Funds. Cash
with fiscal agent represents Capital Projects BAN proceeds and EFC Clear Water Bond proceeds for
use on a certain project.

NOTE C - PROPERTY TAXES

The City’s property taxes are levied annually on January 1. The annual City tax levy consists of
taxes levied for City purposes based on City budget requirements, County taxes levied within the
City for County budget requirements, and relevied unpaid water rents and sewer rents and recycling
container charges. Taxes are due and payable in bi-annual installments on January 1 and July 1.
Taxes become delinquent on February 1 and August 1. On November 1, unpaid City and County
taxes are enforced through tax liens. Effective January 1, 1995, the City adopted a foreclosure
process in accordance with Article 11 of the Real Property Tax Law, as amended by Chapter 602 of
the Laws of 1993 and Chapter 532 of the Laws of 1994, whereby unpaid property taxes are allowed
to be processed through In-Rem and formal foreclosure proceedings.
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CITY OF TROY, NEW YORK

NOTES TO FINANCIAL STATEMENTS
December 31, 2008

NOTE C - PROPERTY TAXES - Continued

The City has established an allowance for doubtful accounts based on collection history and a review
of accounts by management. Allowance for doubtful accounts was $436,198 at December 31, 2008.

In addition to the City tax levy, the City is responsible for collecting the School Districts’ taxes levied
on property within the City that has been certified as being uncollectible by School District authori-
ties.

The School Districts are paid annually by the City for their portion of school taxes, which are more
than two years old. The General Fund annually reimburses the Water and Sewer Special Revenue
Funds in full for uncollected rents. The City only reimburses the County for taxes collected. In the
event the City sells any property it has acquired as a result of the nonpayment of taxes in accordance
with the Charter of the City, the City will share with the County all losses and gains proportionately
to the liens outstanding.

As described above, City taxes receivable consist in part of direct City tax revenues and in part of
taxes levied for the purposes of other local governments over which the City exercises no fiscal con-
trol. Since the City must ultimately “buy” the other governments’ and funds’ interest in taxes
receivable, a sufficient amount is included in deferred tax revenue to assure the cash position needed
to pay the other governments and funds. This deferred tax revenue does not include uncollected
County taxes.

Taxes are calculated using assessments prepared by the City Assessor as adjusted by the New York
State Board of Equalization and Assessment for the purpose of comparability. The taxable assessed
value of real property included in the levy of 2008 is approximately $250.8 million. The effective tax
rate on this value is approximately $72.80 per thousand. The statutory maximum tax rate is 2% of the
five-year average of the equalized assessment. The 2008 levy represents approximately 55% of the
maximum statutory levy.

NOTE D - INTERFUND RECEIVABLES AND PAYABLES

The following is a summary of interfund receivables and payables at December 31, 2008:

Due From Due To

Fund Other Funds Other Funds
General $ 2,013,481 $ 565,647
Sewer - 300,846
Special revenue 1,132,420 1,178,862
Capital projects 113,628 143,279
Debt service 127,654 55,647
Agency 39,792 1,182,694
$ 3,426,975  $ 3,426,975
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CITY OF TROY, NEW YORK

NOTES TO FINANCIAL STATEMENTS
December 31, 2008

NOTE E - FIXED ASSETS

The following schedule identifies changes in the City’s fixed assets for the year ended December 31,
2008:

Balance Balance
January 1, December 31,
2008 Additions 2008
Category
Fixed assets
Land $ 1,311,983 $ 1,422 $ 1,313,405
Buildings 49,577,344 684,063 50,261,407
Machinery and equipment 11,483,011 1,398,118 12,881,129
Infrastructure 148,705,588 - 148,705,588

$211,077,926 $ 2,083,603 $213,161,529

The City has assessed the value of their infrastructure and has elected to record it even though it is
not required under the accounting principles prescribed by the New York State Office of the State
Comptroller.

NOTE F - OTHER RECEIVABLES
Other receivables include:

1. General Fund

The City was owed $40,231 of assessments receivable, and $1,770,426 of accounts receivable as of
December 31, 2008.

2. Special Grant Fund

The City has made loans to various companies and individuals under the United States Department of
Housing and Urban Development programs. The total of commercial and residential rehabilitation
loans receivable is $432,633 as of December 31, 2008. There was $168,639 in accounts receivable
and $122,997 reserved as allowance for receivables as of December 31, 2008.

3. Water and Sewer Funds

Other receivables in these funds are comprised of water and sewer rents receivable totaling

$1,130,505 and $489,927, respectively, an allowance for receivables of $522,759 and $2,890,
respectively, and accounts receivable of $63,332 and $7,102, respectively, as of December 31, 2008.
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CITY OF TROY, NEW YORK

NOTES TO FINANCIAL STATEMENTS
December 31, 2008

NOTE G - INDEBTEDNESS
1. Short-Term Debt
Liabilities for Bond Anticipation Notes (BANSs) are generally accounted for in the Capital Projects
Fund. State law requires that BANs issued for capital purposes be converted to long-term obligations
within five years after the original issue date.
At December 31, 2008, the City had $450,000 in BANSs outstanding. Due to unexpected delays in the
City’s receipt of the 2007 bond proceeds, the City issued BANs to temporarily finance the bond
objectives.
2. Bonds Payable

A summary of the City’s bonds payable as reported in non-current liabilities is as follows:

Original Original Interest Final December 31,
Date Issued  Balance Rate % Maturity 2008

Water Fund
General obligation 09/99 855,297 0.000 12/19 $ 505,000
General obligation 12/01 3,390,000 3.250 12/22 2,596,469
General obligation 07/07 3,136,108 4.633 09/36 3,056,108
6,157,577

Sewer Fund
General obligation 09/04 1,625,890 2.380 04/34 1,455,800
Total general obligation bonds payable $ 7,613,377

Water and sewer debt issuances are essential to continued operations of those activities.
Consequently, the City recognizes interest on the related debt as a direct operating expense of the
water and sewer activities.

3. Repayment Agreements

The repayment agreements between the City and the MAC represent the 1996 capital appreciation
bonds refinancing of the 1992 Lease Revenue Bonds in the original amount of $55,589,262, the 1997
refinancing of the 1990 Installment Purchase Debt (Certificate of Participation) in the original
amount of $3,425,000, the 1999 issuance for the closing of the City’s landfill in the original amount
of $5,364,156 (Series 1999A), and the 1999 issuance to provide funds to repay the City’s bond
anticipation notes to meet the debt service fund requirement and to pay certain costs of issuance in
the original amount of $5,205,000 (Series 1999B).

The outstanding balances of the repayment agreements described above were $51,933,864,
$1,030,000, $3,210,000, and $2,910,000 at December 31, 2008, respectively.
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CITY OF TROY, NEW YORK

NOTES TO FINANCIAL STATEMENTS
December 31, 2008

NOTE G - INDEBTEDNESS - Continued
4. State Clean Water Program

The City has entered into loan agreements with the New York State Environmental Facilities
Corporation (EFC) to finance the cost of improvements to the City’s sewer system which were
necessary to eliminate the discharge of untreated sewage into the Hudson River. The general
obligation serial bonds shown above under the Sewer Fund represent the unpaid balance of these
bonds at December 31, 2008.

5. State Drinking Water Program

The City has also entered into loan agreements with EFC to help finance recent improvements to the
City’s water system. The general obligation serial bonds shown above under Water Fund represent
the unpaid balance of these bonds at December 31, 2008.

6. Maturity Information

The annual debt service requirements to maturity, including principal and interest, for long-term debt
as of December 31, 2008, are as follows:

Year Ending Bonds Repayment
December 31 Payable Agreements (a) Total
2009 $ 314,082 $ 3,545,000 $ 3,859,082
2010 324,001 4,945,000 5,269,001
2011 330,236 5,165,000 5,495,236
2012 336,664 5,245,000 5,581,664
2013 348,301 5,345,000 5,693,301
2014 through 2018 1,868,788 27,990,000 29,858,788
2019 through 2023 1,709,525 22,690,000 24,399,525
2024 through 2028 883,970 - 883,970
2029 through 2033 996,800 - 996,800
2024 through 2037 501,010 - 501,010

Liability as of December 31, 2008 $ 7,613,377 $ 74,925,000 $ 82,538,377

(@) Repayment agreements include accretion on Capital Appreciation Bonds of
$16,704,806.

Of the total outstanding principal indebtedness of the City in the sum of $50,442,435, $875,000 was

subject to the statutory debt limit and represented .86% of the City’s $101,071,748 statutory debt
limit.
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CITY OF TROY, NEW YORK

NOTES TO FINANCIAL STATEMENTS
December 31, 2008

NOTE G - INDEBTEDNESS - Continued

7. Non-Current Governmental Liabilities

The following is a summary of the City’s non-current governmental liabilities:

Balance Debt Balance
January 1, Retirements/ December 31,
2008 Additions  Adjustments 2008

Bonds payable $ 7915507 $ - $ 302,130 $ 7,613,377
Landfill closure 600,000 - 30,000 570,000
Judgments and claims payable 192,000 - 16,000 176,000
Retirement debt (a) 1,291,481 - 286,606 1,004,875
Retirement debt (b) 3,453,860 - 375,387 3,078,473
Due to County (c) 115,500 - 16,500 99,000
Repayment agreements (d) 62,039,919 614,183 3,570,238 59,083,864
Other post-employment benefits (e) - 7,882,212 - 7,882,212
Compensated absences 4,199,902 452,722 - 4,652,624

Total non-current governmental
liabilities $ 79,808,169 $ 8,949,117 $4,596,861 $ 84,160,425

(a) Represents debt for the 2002 incentive and 8443 plans for police and fire. See Note H.

(b) Represents debt for the 2004 amortization covering the period April 1, 2004 to
December 31, 2004; 2005 amortization covering the period April 1, 2005 to December
31, 2005; 2006 amortization covering the period April 1, 2006 to December 31, 2006;
2007 amortization covering the period April 1, 2007 to December 31, 2007; 2008
amortization covering the period April 1, 2007 to December 31, 2008. See Note H.

(c) $16,500 adjustment was reclassified as a current liability in General Fund and was paid
in the first quarter of 2008.

(d) Repayment agreements include accreted interest of $614,183 added during 2008 and
$16,704,806 to date.

(e) Postemployment health insurance liability at December 31, 2008, has been adjusted to
actuarial computations as prescribed under GASB No. 45. See Note I.

NOTE H - NEW YORK STATE RETIREMENT SYSTEMS

1. Plan Description

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

NOTES TO FINANCIAL STATEMENTS
December 31, 2008

NOTE H - NEW YORK STATE RETIREMENT SYSTEMS - Continued
2. Funding Policy

The Systems are noncontributory except for employees who joined the New York State and Local
Employees’ Retirement System after July 27, 1976, who contribute 3% of their salary for the first
ten years of membership. Under the authority of the NYSRSSL, the Comptroller annually certifies
the rates expressed used in computing the employers’ contributions. The required contributions for
the current year and two preceding years were:

ERS PERS
2008 $1,143,499 $3,974,779
2007 1,455,255 3,317,580
2006 1,428,491 2,342,771

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

e Requires minimum contributions by employers of 4.5 percent of payroll every year, including
years in which the investment performance would make a lower contribution possible.

e Changes the cycle of annual billing such that the contribution for a given fiscal year will be based
on the value of the pension fund on the prior April 1% (e.g., billings due February 2008 would be
based on the pension value as of March 31, 2007).

Chapter 260 of the Laws of 2004 of the State of New York was enacted and allows local employers to
bond or amortize a portion of their retirement bill for up to 10 years in accordance with the following
schedule:

e For State fiscal year (SFY) 2004-05, the amount in excess of 7% of employees’ covered
pensionable salaries, with the first payment of those pension costs not due until the fiscal year
succeeding that fiscal year in which the bonding/amortization was instituted.

e For SFY 2005-06, the amount in excess of 9.5% of employees’ covered pensionable salaries.

e For SFY 2007-08, the amount in excess of 10.5% of employees’ covered pensionable salaries.

This law requires participating employers to make payments on a current basis, while bonding or
amortizing existing unpaid amounts relating to the System’s fiscal years ending March 31, 2005
through 2008.

In 2002, the City opted into the retirement incentive program with a total cost of $868,763 applicable
to the governmental funds. The City opted to pay for this program over a five-year term and will be
charged 8% interest per annum after the first year. The first installment of this plan was paid in fiscal
year 2003 in the amount of $201,470 and included payment of principal only. The final payment for
this debt was made on December 15, 2007.

The City also opted into the 8443 plans for both police and fire personnel covered under the New
York State Local Police and Fire Retirement System. The total past service costs for fire and police
were $1,652,837 and $1,172,901, respectively, for a total of $2,825,738. The City opted to pay for
this program over a ten-year term with interest starting the second year at 8% per annum. The
maturity schedule for this debt is as follows:
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NOTE H - NEW YORK STATE RETIREMENT SYSTEMS - Continued
2. Funding Policy - Continued

Fire Police Total
February 1, 2009 $ 181,058 $ 128,481 $ 309,539
2010 195,537 138,759 334,296
2011 211,180 149,860 361,040
Total $ 587,775 $ 417,100 $1,004,875

The City amortizes the allowable amounts of $527,873 for the Employees and $1,513,819 for the
Police and Fire Retirement Systems. The portion of these amortized liabilities covering the nine-
month period April 1, 2008 to December 31, 2008, $395,569 and $1,134,402, respectively, are
included in the financial statements as non-current governmental liabilities.

NOTE I - OTHER POSTEMPLOYMENT BENEFITS

Plan Description. The City administers a single-employer defined benefit healthcare plan (“the
Plan”). The Plan provides for continuation of medical insurance benefits for certain retirees and their
spouses and can be amended by action of City subject to applicable collective bargaining and
employment agreements. Employees covered include the employees of the CSEA, UFA, PBA,
Command and non-represented employees. The plan is open to new entrants. The plan is subject to
good faith collective bargaining between City and these covered employees. The Plan does not issue
a stand alone financial report since there are no assets legally segregated for the sole purpose of
paying benefits under the Plan.

Funding Policy. The obligations of the plan members, employers and other entities are established
by action of City pursuant to applicable collective bargaining and employment agreements. The
required contribution rates of the employer and the members vary depending on the applicable
agreement. The employer currently contributes enough money to the plan to satisfy current
obligations on a pay-as-you-go basis. The costs of administering the plan are paid by City. For the
year ended December 31, 2008, the City contributed $4,241,660 to the Plan. Some Plan members
receiving benefits contribute a percent of their premium costs. Total member contributions were
$87,377 for the year ended December 31, 2008.

Annual OPEB Cost and Net OPEB Obligation. The City’s annual other postemployment benefit
(OPEB) cost (expense) is calculated based on the annual required contribution of the employer
(ARC). The ARC represents a level of funding that, if paid on an ongoing basis, is projected to cover
normal cost each year and to amortize any unfunded actuarial liabilities (or funding excess) over a
period not to exceed thirty years. The following table shows the components of the City’s annual
OPEB cost for the year, the amount actually contributed to the plan, and changes in the City’s net
OPEB obligation to the Retiree Health Plan:

Annual required contribution and OPEB expense $ 12,123,872
Contributions made (expected) (4,241,660)

Increase in net OPEB obligation 7,882,212
Net OPEB obligation, beginning of year * -
Net OPEB obligation, end of year $ 7,882,212

* Not actuarially determined.
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NOTE I - POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS - Continued

The City’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the
net OPEB obligation for fiscal year ended December 31, 2008, was as follows:

Annual Percentage of Net
Fiscal Year OPEB Annual OPEB OPEB
Cost Cost Contributed Obligation
12/31/08 $12,123,872 35.0% $7,882,212

Funded Status and Funding Progress. As of December 31, 2008, the actuarial accrued liability for
benefits was $163,626,595, all of which was unfunded. The covered payroll (annual payroll of active
employees covered by the plan) was $27,939,675, and the ratio of the unfunded actuarial accrued
liability to the covered payroll was 585.6%.

The projection of future benefit payments for an ongoing plan involves estimates of the value of
reported amounts and assumptions about the probability of occurrence of events far into the future.
Examples include assumptions about future employment, mortality, and the healthcare cost trend.
Amounts determined regarding the funded status of the plan and the annual required contributions of
the employer are subject to continual revision as actual results are compared with past expectations
and new estimates are made about the future. The schedule of funding progress, presented as required
supplementary information following the notes to the financial statements, presents multiyear trend
information about whether the actuarial value of plan assets is increasing or decreasing over time
relative to the actuarial accrued liabilities for benefits.

Methods and Assumptions. Projections of benefits for financial reporting purposes are based on the
substantive plan (the plan as understood by the employer and plan members) and include the types of
benefits provided at the time of each valuation and the historical pattern of sharing of benefit costs
between the employer and plan members to that point. The methods and assumptions used include
techniques that are designed to reduce the effects of short-term volatility in actuarial accrued
liabilities and the actuarial value of assets, consistent with the long-term perspective of the
calculations.

The following simplifying assumptions were made:

Retirement age for active employees - Based on the historical average retirement age for the covered
group according to the NY State Retirement System schedule, active plan members were assumed to
retire as early as age fifty-five.

Marital status - 80% of employees are assumed married. Females are assumed to be three years
younger than males. Actual spouse coverage information was used for retirees where available.

Mortality - Life expectancies were based on RP 2000 mortality tables for Males and Females.

Turnover - The Ultimate Turnover Rates from the Vaughn table was used as the basis for developing
an expected future working lifetime assumption for purposes of allocating to periods the present
value of total benefits to be paid.

Healthcare cost trend rate - The expected rate of increase in healthcare insurance premiums was
based on projections of the Office of the Actuary at the Centers for Medicare & Medicaid Services.
A rate of 12% initially, reduced to an ultimate rate of 5% after five years, was used.
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NOTE | - POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS - Continued

Health insurance premiums - 2008 health insurance premiums for retirees were used as the basis for
calculation of the present value of total benefits to be paid.

Inflation rate - The expected long-term inflation assumption of 3.3% was based on projected changes
in the Consumer Price Index for Urban Wage Earners and Clerical Workers (CPI-W) in The 20X1
Annual Report of the Board of Trustees of the Federal Old-Age and Survivors Insurance and
Disability Insurance Trust Funds for an intermediate growth scenario.

Payroll growth rate - No salary increases were assumed since benefits are not based on
compensation.

Based on the historical and expected returns of the City’s short-term investment portfolio, a discount
rate of 4% was used. In addition, a simplified version of the entry age actuarial cost method was used.
The unfunded actuarial accrued liability is being amortized as a level percentage of projected payroll
on an open basis. The remaining amortization period at December 31, 2008, was thirty years.

Actuarial
Accrued
Liability UAAL as a
Actuarial (AAL) - Unfunded Percentage
Actuarial Value of Simplified AAL Funded Covered of Covered
Valuation Assets Entry Age (UAAL) Ratio Payroll Payroll
Date (a () (bla) (a/b) © ((bla)lc)
12/31/08 $0 $163,626,595 $163,626,595 0.0% $27,939,675 585.6%

NOTE J-CITY AND STATE ACTIONS

During 1994, State legislation (1994 Act) was adopted which allowed the City to sell notes or bonds
for the purpose of liquidating cumulative and projected deficits in the City’s General Fund under
certain conditions contained in the 1994 Act. The 1994 Act also created a Supervisory Board to
review and make recommendations on certain financial practices of the City. The five-member
Board is headed by the State Comptroller.

The State Legislature amended the 1994 Act (the 1994 Act, as amended during 1995, is referred to
as the “Original Financial Control Act”) to provide the Supervisory Board with control over the
City’s financial situation.

During July 1996, the State Legislature adopted Chapters 444 and 445 of the Laws of 1996, which
further amended the Original Financial Control Act. The principal purposes of Chapters 444 and
445 were to allow the City to restructure its annual debt services requirements, to reinforce existing
controls over the City’s authority to contract indebtedness or enter into other long-term financing
arrangements, and to strengthen the credit of the MAC. The Original Financial Control Act, as
amended by Chapters 444 and 445 of the Laws of 1996, is hereinafter referred to as the “Financial
Control Act.”
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NOTE J- CITY AND STATE ACTIONS - Continued
During 1995, the State Legislature created the MAC.

1. The MAC is a corporate governmental agency and instrumentality of the state constituting a
public benefit corporation. The MAC Board is made up of five members, three appointed by the
Governor, one by the Senate Majority Leader, and one by the Speaker of the State Assembly.

2. The MAC was established for the purpose of providing financing assistance and fiscal
monitoring for the City. The Financial Control Act authorized the MAC to provide financing
assistance to the City if the Mayor certified to the MAC that funds are required by the City to
enable it (1) to pay for any item which is permitted by law to be included in the City’s capital
budget for the fiscal year for which such certification is made, including payments to reimburse
the General Fund for monies advanced and expended for any such item, (2) to pay operating
expenses, (3) to liquidate all or a portion of the City’s deficits for the years 1993 through 1995,
both inclusive, or to pay, at maturity, or on the redemption date, the principal of and interest on
obligations of the City issued for such purposes, (4) to acquire, or cause to be acquired, all or a
portion of the real or personal property leased by the City pursuant to one or more lease
agreements between the City and the LDC, including the financing of the payment of any
judgments or comprised or settled claims against the City relating to such real or personal
property, (5) to pay at maturity, or on the redemption date, the principal and interest of
obligations of the City previously issued to finance any item in the current or any prior fiscal
year, and (6) to pay for the costs of the closure of the City’s landfill. The Financial Control Act
authorized the MAC to issue bonds and notes in an aggregate principal amount of up to $71
million for the purposes set forth in items (1), (3), (4), (5), and (6) just mentioned.

3. The refinancing obligations will be general obligations of the MAC payable from the sources
described below. Amounts will be subject to a lien including the following:

a. Amounts to be derived from the sales tax, after those amounts have been appropriated by the
state from the Municipal Assistance Tax Fund where they are first deposited, and transferred
to the MAC or a trustee;

b. Amounts to be derived from state aid, after those amounts have been appropriated by the
state from the Municipal Assistance State Aid Fund (State Aid Fund) where they are first
deposited, and transferred to the MAC or a trustee;

c. Amounts to be derived from payments made by the State for the purpose of providing a
minimum debt coverage ratio of 1.5 to 1, after those amounts have been appropriated by the
State from the State Aid Fund where they are first deposited, and transferred to the MAC or a
trustee; and,

d. Any monies or securities held in the funds established under a general resolution (other than
(i) the operating fund and (ii) the rebate fund).

The amounts described in a., b., and c. above are required to be paid to the MAC from two special
funds established under the State Finance Law and held in the custody of the Comptroller, the
Municipal Assistance Tax Fund, and the State Aid Fund. The Financial Control Act requires the
Comptroller to make payments from those special funds to the MAC, in accordance with a schedule
to be delivered by the MAC annually, as required under the Act and the General Resolution. That
schedule, which may be revised from time to time, sets forth the MAC’s cash requirements,
including debt service payments and amounts required to meet the 1.5:1 debt-service-coverage
requirement.

Page 24



CITY OF TROY, NEW YORK

NOTES TO FINANCIAL STATEMENTS
December 31, 2008

NOTE K - LANDFILL

During November 1993, directives were issued by the state and federal governments ordering the
City to discontinue receiving solid waste at their landfill facility. In addition to the stop order, the
City was ordered to close the facility and initiate a program to both maintain and monitor the closed
site for the following thirty years. The City utilized the services of the MAC to obtain the financing
necessary to close the landfill (project) and fund the costs associated with the monitoring
requirements. The project was completed during March 1999, and long-term financing has been
disclosed under Note G2, repayment agreements.

As a means of recognizing the potential cost to the City for the monitoring of the landfill, the City
has recorded a non-current governmental liability based on annual projections prepared by its
consulting engineers. The amount currently projected is $30,000 per year for the next twenty-one
years, for a total of $570,000.

NOTE L - COMMITMENTS AND CONTINGENCIES
1. Sales and Use Tax

On February 28, 2005, the City and County renewed their current agreement that was in effect for
the period December 1, 1999 through November 30, 2004, whereby the City agreed to:

a. Extend the term of the agreement from December 1, 2004 through November 30, 2009;

b. Receive 18.07% of the local share of the 3% County-wide sales and use tax;

c. Receive 24.37% of the local share of the additional 1% County-wide sales and use tax
effective September 1, 1994, and

d. Repay $165,000 of the $330,000 balance remaining with respect to the $440,000 obligation
due to the County by the City pursuant to the sales tax agreement between the parties dated
November 23, 1982. The payment of $165,000 was deducted by the County from the March
15, 2005, sales and use tax distribution due to the City. The remaining balance of $165,000,
after the March 15, 2005 payment, shall be paid by the City to the County without interest
over a period of ten years at $16,500 per year.

2. Due to Other Governments
Due to other governments includes:
General Fund
a. The City acts as a tax collection agent for delinquent school taxes for the two School
Districts, as well as tax and sewer rents for the County. A liability of $2,050,367 and
$4,341,068, respectively, represents the amount owed to these entities at December 31, 2008.
b. The amount of uncollected 1985-2008 County taxes totaling $2,235,746, and the amount of
uncollected sewer rent at December 31, 2008, totaling $650,787, will be paid only after they
have been collected.

c. Other miscellaneous items due to other governments totaling $16,500 not related to (a) and
(b) as of December 31, 2008.
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NOTE L - COMMITMENTS AND CONTINGENCIES - Continued
2. Due to Other Governments - Continued
Special Grant Fund

a. The balance of $214,643 is due to other governments in relation to the Home Investment
Partnership Program.

3. Self-Insurance

The City has established self-insurance programs for workers’ compensation, unemployment, health
benefits, and personal injury. The purpose of establishing various self-insurance programs was to
minimize the total insurance costs to the City. Management budgets the expenditures in the related
funds to the extent they can be projected.

The City uses an outside administrator to process and pay claims made under the health insurance
and workers’ compensation programs. The health administrator receives $26.50 per contract per
month of claims and a $31.28 pooling (stop loss) charge per contract per month for health and $4.00
per contract per month for dental. The City also pays a fee of $2,616 per month for medical
consulting services and $3,850 per month for workers’ compensation consulting services. The
health insurance program covers all eligible City employees and their covered dependents up to
$125,000 per year per covered individual.

As of December 31, 2008, the City has recognized a liability of approximately $522,642 in the
General, Water, and Sewer Funds, representing claims incurred prior to December 31, 2008, but
disbursed by the administrator during 2008.

4. Lawsuits

The City is a defendant in a number of lawsuits. The City has recognized an accrued non-current
liability for judgments and claims of $176,000 to allow for future claims on certain pending matters.

5. Grant Programs

The City participates in a number of grant programs. These programs are subject to financial and
compliance audits by the grantors or their representatives. The City believes, based upon its review
of current activity and prior experience, the amount of disallowances resulting from these audits, if
any, will not be significant to the City’s financial position or results of operations.

6. Housing Trust Fund Corporation

The City has several program agreements with the State of New York Housing Trust Fund
Corporation (HTFC). Under these program agreements, HTFC funds are awarded to the City on a
conditional basis. The City and its subrecipients must satisfy certain conditions prior to HTFC
granting a forgiveness of these conditional awards. Until HTFC grants this forgiveness, a contingent
liability exists. The City believes that the conditions set forth in the program agreement will be
satisfied, resulting in no significant adverse effects on the City’s financial position or results of
operations.

Page 26



CITY OF TROY, NEW YORK

NOTES TO FINANCIAL STATEMENTS
December 31, 2008

NOTE L - COMMITMENTS AND CONTINGENCIES - Continued
7. Federal Loan Guarantee Program

The City has obtained funds from the United States Department of Housing and Urban Development
(HUD) under a federally-sponsored loan guarantee program. The City has loaned these funds for the
purpose of community development activities and expects to receive repayment in the future. The
City is responsible for repayment to HUD and has pledged future community development block
grants to secure repayment.

NOTE M - ACCOUNTING STANDARDS ISSUED BUT NOT YET IMPLEMENTED

During June 1999, GASB issued Statement 34, Basic Financial Statements - and Management’s
Discussion and Analysis - for State and Local Governments (GASB No. 34). GASB No. 34
established new financial reporting requirements for state and local governments throughout the
United States. If implemented, GASB No. 34 creates new information and restructures much of the
information that governments have presented in the past. These new requirements were developed
to make annual reports more comprehensive and easier to understand and use. GASB No. 34 was
effective for the City as of January 1, 2003, but is not required by the New York State Office of the
State Comptroller.

During June 2001, GASB issued Statement 38, Certain Financial Statement Note Disclosures
(GASB No. 38). GASB No. 38 established and modified disclosure requirements related to the
summary of significant accounting policies, actions taken to address violations of significant
finance-related legal and contractual provisions, debt and lease obligations, short-term debt,
desegregations of receivable and payable balances, and interfund balances and transfers. GASB No.
38 applies to all state and local governments. GASB No. 38 was effective for the City as of January
1, 2003, but is not required by the New York State Office of the State Comptroller.

GASB Statement No 51, Accounting and Financial Reporting for Intangible Assets (GASB No. 51),
establishes accounting and financial reporting requirements for intangible assets in an effort to reduce
inconsistencies in accounting and financial reporting of intangible assets. GASB No. 51 is effective
for the City as of January 1, 2010.

GASB Statement No. 52, Land and Other Real Estate Held as Investments by Endowments,
establishes consistent standards for the reporting of land and other real estate held as investments by
essentially similar entities. It requires endowments to report their land and other real estate
investments at fair value. Governments also are required to report the changes in fair value as
investment income and to disclose the methods and significant assumptions employed to determine
fair value, and other information that they currently present for other investments reported at fair
value. This statement is effective for the City as of January 1, 20009.

GASB Statement No. 53, Accounting and Financial Reporting for Derivative Instruments, addresses
the recognition, measurement, and disclosure of information regarding derivative instruments
entered into by state and local governments. This statement is effective for the City as of January 1,
2010.

Page 27



CITY OF TROY, NEW YORK

NOTES TO FINANCIAL STATEMENTS
December 31, 2008

NOTE M - ACCOUNTING STANDARDS ISSUED BUT NOT YET IMPLEMENTED -
Continued

GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions,
establishes accounting and financial reporting requirements intended to enhance the usefulness of
fund balance information by providing clearer fund balance classifications that can be more
consistently applied and by clarifying the existing governmental fund type definitions. This
Statement establishes fund balance classifications that comprise a hierarchy based primarily on the
extent to which a government is bound to observe constraints imposed upon the use of the resources
reported in governmental funds. This statement is effective for the City as of January 1, 2011.

Management is not able to estimate the extent of the potential impact of these Statements on the
City’s financial statements.

NOTE N - SUBSEQUENT EVENTS

On February 5, 2009 the City Council passed an ordinance authorizing the amendment of the Capital
Traffic Signalization Phase Il project in the amount of $1,644,754 to allocate additional funds per the
authorization of the New York State Department of Transportation for the purpose of constructing
new traffic signals in a designated downtown area.

On March 5, 2009, the City Council passed an ordinance authorizing an appropriation from the 2008
capital reserve fund balance to establish and fund a capital budget account for the purpose of the fit
up and the move of City Hall to the former Verizon building (1776 Sixth Avenue) in the amount of
$558,000. In January 2009, the City of Troy began making lease payments pursuant to a lease
agreement for the new City Hall building (1776 Sixth Avenue). The lease was approved in late 2008
and amounts relative to the lease were appropriated in the 2009 budget.

On March 5, 2009, the City Council passed an ordinance authorizing an amendment to the 2009
General Fund Budget to accept a “State Urban Area Supplemental Program” grant in the amount of
$325,000 on behalf of the Department of Homeland Security for the development and purchase of an
enhanced communications, security, and computer systems. This grant will be used to enhance and
upgrade radio communication base stations to provide continuous operation during time of incidents;
to upgrade the TPD portable radios; to restrict and control access to the Water Plant; for the purchase
of a backup server system to ensure continuation of both public safety and government services in the
event of a major incident; to provide an in-house CBRNE Unit capable of immediate response to
CBRNE incidents within the City; to purchase security cameras and other related equipment, and to
pay for training relative to the CBRNE.

On March 5, 2009, the City Council passed an ordinance authorizing the amendment of the 2009
Special Revenue Fund to establish a project for testing and remediation of the waterfront park site off
of Ingall’s Avenue (formerly Jack’s Junkyard) in the amount of $62,500. The sources of funds were
$50,000 from CDBG and $12,500 from the Scenic Hudson Land Trust.

On March 5, 2009, the City Council passed an ordinance authorizing an amendment of the 2008-2009
CDBG one-year action plan budget to create a new public facilities project with existing CDBG
funds for the North Street Firehouse neighborhood rehabilitation project. The existing funds were the
result of the disallowed costs in a former Public Facilities CDBG account initially funding a firehouse
roof replacement ($60,000) and the Police Sub Station (38,090), as well as disallowed costs from a
former civil enforcement project ($59,102). Total allocations for the funding is $157,192.
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NOTE N - SUBSEQUENT EVENTS - Continued

On May 7, 2009, the City Council passed an ordinance amending the 2009 General Fund City budget
to accept a “FEMA and Department of Homeland Security” Assistance to Firefighters grant in the
amount of $312,056 (federal funds) for the purchase of fire department equipment. This
amendment/grant will allow for the replacement of all major components of the current fire
department radio system and also purchase an emergency generator for the main radio facility.

On May 7, 2009, the City Council passes an ordinance authorizing an appropriation in the amount of
$1,200,000 from the reserved fund balance to establish and fund a capital budget for the purpose of
initiating a street-paving program per the approved 2009 Capital Plan.

On May 7, 2009, the City Council passed an ordinance authorizing an appropriation in the amount of
$610,000 from the City of Troy 2009 Water Fund Unappropriated Fund Balance and amending the
2009 Water Fund Budget for the purpose of purchasing vehicles and equipment in the Department of
Public Utilities.

On May 7, 2009, the City Council passed a bond resolution authorizing the issuance of $500,000 in
serial bonds to finance the cost of the purchase and installation of parking meters. No bonds are to be
issued however, until the Supervisory Board created by Chapter 721 of the Laws of 1994, as amended
(the *“Act”) shall have first reviewed and commented on the issuance of the Bonds and any BANSs to
be issued in anticipation of the Bonds in accordance with the requirements of the Act.

On May 7, 2009, the City Council passed an ordinance authorizing and approving grant funds
pursuant to the Housing and Community Development Act of 1974, the McKinney Act Emergency
Shelter Grant Program, and the Home Investment Program, in the total amounts of $2,060,094
(CDBG), $90,618 (ESG), and $755,942 (HOME).

On May 7, 2009, the City Council passed an ordinance authorizing and appropriating grant funds for

the Homelessness Prevention and Rapid Re-housing Program as defined by Section 103 of the
McKinney-Vento Homeless Assistance Act (42-U.S.C. 11302) in the amount of $845,286.
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