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Dear City Officids:

One of the Office of the State Comptroller’ stop prioritiesisto identify areas where local
governmentscanimprovetheir operationsand provide guidance and servicesthat will assist
local officia sin making thoseimprovements. Further objectivesareto devel op and promote
short-term and long-term strategiesto enable and encouragelocal officialsto reduce costs,
improveservicedelivery and to account for and protect their governments’ assets.

Thereportsissued by this Office are an important component in accomplishing these objec-
tives. Thesereports are expected to be aresource and are designed to identify current and
emergingfiscaly related issuesand provide recommendationsfor improvement. Thefollowing
isour Financial Review of the City of Schenectady.

Thisservicewas conducted pursuant to ArticleV, Section 1 of the Constitution, and further
authority vestedinthe State Comptroller by Article 3 of the General Municipal Law. This
report containsopportunitiesfor improvement for consideration by City officials.

If we can beof assstancetoyou or if you haveany questionsconcerning thisreport, pleasefed
freeto contact thelocal regional officefor your county listed at the back of thisreport.

Respectfully submitted,
Office of the Sate Comptroller

Division of Local Gover nment Services
and Economic Devel opment
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State of New York
Office of the State Comptroller

EXECUTIVE SUMMARY

In responseto arequest from Schenectady officials, wereviewed the overall economic condition of the
City aswdl asvariousfinancia operations, including an anaysisof the proposed budget for the 2004 fiscd
year. Thepurposeof thisstudy wasto provide City officia swithinformation for making both short-term
and long-term decisions asthey deal with the significant issuesfacing the City. Thedemographic and
economicissuesfacing the City (population, poverty and property va uetrends, and economic devel opment
activity) haveasmuch of an effect onthe City’ scurrent financial situation asdetail ed decisionsabout the
2004 budget. Thisreport providesCity officid sinformation on theseissuesand dternativesthat they need
to consider asthey moveforward. Inaddition, thisreport providesinformation on specific operations
requested by City officials. Itisnot our intent to offer commentson public policy decisions such asthe
typeand level of servicesto beprovided.

The City’ scurrent fiscal problems must be viewed in the context that Schenectady, a ong with other
Northeastern cities, hasseen adeclineinitspopul ation and tax base, ad ow growth economy, anincrease
in servicesfor ahigh demand popul ation, and escal ating costsin providing taxpayerswith servicesto
ensuretheir hedth, safety, and welfare. Thelong term effects of increased suburbani zation, an economy
shifting from manufacturing to services, limited devel opment sites, and minima regiond population growth,
haveforced citiessuch as Schenectady to deal with daunting circumstances.

Schenectady has experienced significant lossesin popul ation and wealth since at |east 1990 and hasa
significantly poorer popul ation than the communitiesthat surroundit. From 1990 through 2000, the City
lost 5.7 percent of its population. During the same period, New York State’' s population grew by 5.5
percent and the United Statesgrew by 13.2 percent. The Censusestimatesthat the City’ spopul ation has
declined another 0.6 percent through 2002. Future projectionsfor Schenectady compiled by the Capital
District Regional Planning Commission arethat the City will lose nearly 1,000 residentsfor each decade
through 2040.

Schenectady’ sproperty valueshavedeclined along with itspopulation. From 1997 to 2002 the average
property vauefor citiesin New York increased 6 percent. However, Schenectady’ stotal assessed property
value actually declined 22 percent during thistime period, thethird largest declineamong New Y ork
State' scities. According tothe 2000 Census, over 13 percent of Schenectady’ shousingisvacant, the8t
highest total among New Y ork’ scities. Thisdeclinecanbeseeninthesaling pricesof homesintheCity.
For example, in 2002, single-family homessold for 12 percent lessthanthey didin 1994.
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Ovedl, while Schenectady’ saverageincomeisgeneraly comparableto other New Y ork Statecities, itis
much poorer than al the other localitiesin Schenectady County. TheCity’ smedianincomeasreportedin
the2000 Censusis$29,397. All thetownsin Schenectady County that surround the City of Schenectady
have much higher medianincomes, asfollows:

Niskayuna $70,607
Duanesburg $57,311
Princetown $56,818
Glenville $52,532
Rotterdam $46,125

Our review of Schenectady’ scurrent financia condition showsthat the City hashad operating deficitsfor
the past three years and antici patesanother onefor the 2003 year. Only theissuance of short-term debt,
theimproper useof legally restricted funds, and the accel eration of state aid paymentshave provided the
City with asufficient cash flow to operate.

The City of Schenectady isin severefinancial stress. In November 2003, Moody’ sInvestor Services
again downgraded the City’ sbond rating, dready at “junk bond” status, from Balto Ba2. Theaccumulated
deficitinthe City’ sgenera fund isexpected to be about $5 millionat December 31, 2003. If the pending
sale of the parking operationsis completed, the general fund must absorb the parking fund deficit of $3
million, bringing thetotal deficitinthe City’ sgeneral fund to approximately $8 million. Thenegative
financia conditionasoimpactsthe City’ scash flow requirements. Tomeet cash flow shortfdls, the City
issued Tax Anticipation Notes(TANS) of approximately $12 million at 2003 year-end. Unlesschanges
aremade, Schenectady facesthevery rea possibility of running out of cashtofund operationsasearly as
May 2004. InJune 2004, the City could have expendituresthat exceed available cash by asmuch as
$500,000. At year end the City will haveto refinancethe $12 millionin outstanding TANsand fund an
additional $1.3 million cash shortfal.

In October 2002, weissued an audit report on Schenectady that identified the City’ ssignificant level of
financia stressand resulting cash flow problems. We stressed the need to preparean orderly financid plan
and then carefully monitor operationsto assurecompliancewith theplan. City officiasdid notimplement
such changesand the City’ sfinancia condition hasdeteriorated and the chronic cash flow problemshave
continued.

The City hastaken yearsto get into this situation and will not get back to fiscal health overnight. City
officials need to develop amulti-year financial plan that shows how they are going to deal with their
accumul ated deficit, establish apositive cash flow and fund necessary operationsin asefficient amanner as
possible. City officialsshould establish somefinancia benchmarksas standards by whichthe City’s
performance can bejudged. Werecommend that living withintheir annual budget and reducing their
reliance on year-end borrowing for cash flow purposes should be two of the benchmarksthat the City
establishes. If City officialsfail to meet thesebasic benchmarks, it will further weakenthe City’ sposition
inthefinanciad markets.
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A primary causeof the City’ sfiscal problemsisthelack of control over expendituresfor theCity. TheCity
hasoverspent gppropriationsevery year sncefisca year 2000. For example, in2002 over 30 gppropriation
accountswere overspent by morethan $2.9 million. The Mayor and the City Council haveto adopt a
realistic budget, diligently review reportsthat compareactua expendituresto budgeted amounts, establish
policiesto keep expenditureswithin budget, and then enforcethose policies.

Weal so found that Schenectady has many organi zationsworking on economic devel opment issueswithin
the City and hasavariety of activitiesunderway to addresssomeof theissuesthat the City faces. However,
much of thisactivity isuncoordinated. The City doesnot haveacomprehensiveplanthat linksall of these
effortsand articulatesthevision of wherethe City istoday and whereit wouldliketo beinthefuture. The
City should establish such aplanthat: coordinatesthe many organizationsthat areworking on economic
development initiatives, such asMetroplex, the businessimprovement district and | ndustrial Devel opment
Agencies, providesformal structureto the City’ soutreach to encourage new residentsto the City; and
incorporatesitseffortsto dea with thesignificant number of brownfield sitesin the City.

Only after City officidshavedoneall that they canto get control of their financial operationsand pursuea
coordinated and aggress veeconomic devel opment program should they explorepotentia revenueincreases.
Suchanapproach will allow City official sto demonstrate that they have doneall they canto control the
expendituresideof their fisca equation, which should helpto build support among thevariouscongtituencies
(State legidators, County officials, taxpayers, etc.) who will need to approve revenueincreases. As
Schenectady addressesitsfiscal problems, it will bevery hard pressed to devel op morelocal revenue.
Schenectady isapproaching itscongtitutional tax limit. It currently isat 83.6 percent, leaving very little
marginforincreasinglocal property taxes. A case could bemadethat Schenectady doesnot receivean
appropriate amount of stateaid. Schenectady receivesabout $71 per capitaof General Purpose Local
Governmenta Aidwhilesmaller citiessuchasLackawanna, Utica, NiagaraFalls, Amsterdam and Rome
all receivemorethan $80 per capita. Inthe Supplemental Municipa Aid category, Schenectady receives
$21 per capita, whilecities such asRome, Troy and Uticaall receive morethan $75 per capita.

The City could also explore user feesfor certain servicesasaway to generate additional revenue. For
example, the City providesweekly curbside sanitation pickup and disposal for residential housing units.
Financing sanitation collection and disposal operationswith auser fee could provide an alternativeto
paying for thisservicewith property taxesand could be more equitable since certai n tax-exempt properties
intheCity recelvethe curb-side sanitation service. A user feefor sanitation collectionand disposa would
result in ashifting of the costsfrom just real property taxpayersto all property ownerswho utilizethe
sanitation services.

Division oF LocAL GoOVERNMENT SERVICES AND EcoNomic DEVELOPMENT ES-3




TABLE OF CONTENTS

Page
INTRODUCTION 1
DEMOGRAPHIC OVERVIEW 2
FINANCIAL CONDITION 5
Accumulated Deficits 6
Cash Flow and Overspending 6
Police Overtime 8
Hedlth Insurance 10
Collecting Property Taxes 11
Payroll Processing 12
Controls Over Certain Expenditures 12
PLANNING 15
Population Initigtive 16
EconomicDevelopment Activities 18
Brownfidd Initigtives 20
REVENUE 23
APPENDIXA How to Obtain Additional Copiesof the Report 26
APPENDIX B  Locd Regiond OfficeLigting 27

DivisioN oF LocaL GovERNMENT SERVICES AND Economic DEVELOPMENT




| ntr oduction

In responseto arequest from Schenectady officials, wereviewed the
overall economic condition of the City as well as various financial
operations, including an analysisof the proposed budget for the 2004
fiscal year. Thepurposeof thisstudy wasto provide City officia swith
information for making both short-term andlong-term decisonsasthey
deal withthesignificant issuesfacing the City. Thedemographic and
economicissuesfacing the City (popul ation, poverty and property vaue
trends, and economic devel opment activity) haveasmuch of an effect
ontheCity’ scurrent financia situation asdetailed decisionsabout the
2004 budget. Thisreport provides City officia sinformation onthese
issuesand alternativesthat they need to consider asthey moveforward.
In addition, this report provides information on specific operations
requested by City officials. Itisnot our intent to offer commentson
public policy decisions such asthe type and level of servicesto be
provided.

The City’ scurrent fiscal problems must be viewed in the context that
Schenectady, like other citiesin New Y ork State, hasseen adeclinein
itspopulation and tax base, aslow growth economy, growing poverty
levels, and escalating coststo provide necessary services. TheCity has
had operating deficitsfor the past three years and anti ci pates another
onefor the 2003 year. Only theissuance of short-term debt, the use of
legally restricted funds, and the accel eration of stateaid paymentshave
provided the City with sufficient cash flow to operate.
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Demographic Overview

Schenectady has been experiencing asteady population decline. From
1990 through 2000 the City lost 5.7 percent of itspopulation, or 3,745
residents. The City’ spopulationin 2000 was61,821. During the same
period New York State’ spopulation grew by 5.5 percent and the United
States grew by 13.2 percent. The Albany-Schenectady-Troy
Metropolitan Statistical Area (MSA), which includes Albany,
Schenectady, Renssel aer, Saratoga and Schoharie counties, grew by
0.3 percent during that decade. Schenectady County’ s population
declined by 1.8 percent during the 1990s but would have actualy had a
small population growthif the City’ sdeclineisfactored out. Six of the
other seven citiesin the Albany-Schenectady-Troy M SA a so declined
in population during the 1990s with the exception being the City of
Saratoga.

TheU.S. CensusBureau estimatesthat the City’ spopul ation hasdeclined
another 0.6 percent through 2002, althoughwith adlight increase of 79
resdentsin 2002. Whiletherisein populationin2002issmdll, itisthe
first estimated yearly growth sinceat least 1991. Nevertheless, future
projectionsfor Schenectady compiled by the Capital District Regiona
Planning Commission arethat the City will lose nearly 1,000 residents
for each decadethrough 2040.

According to the 2000 Census, 15 percent of Schenectady residents
are over the age of 65, which ranks 37t out of the 61 citiesin New
York, excluding New Y ork City. Of those residents 65 or older, 9.6
percent arebel ow thepoverty level. The percentage of the population
age 17 and under is24.3 percent, with over 31 percent of thispopulation
below the poverty level. Intotal, the percentage of al residentsbelow
the poverty level is 20.8 percent for Schenectady, 21.7 percent for
Albany, and 19.1 percent for Troy. Schenectady hasthe 16t highest
percentage of personsbel ow the Censuspoverty level among the State' s
61 cities.

Schenectady’ sproperty valueshave declined along withits popul ation.
From 1997 to 2002 the average property valuefor citiesin New Y ork
increased 6 percent. However, Schenectady’ stotal assessed property
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vaueactualy declined 22 percent during thistimeperiod, thethird largest
declineamong New York State’ scities. Accordingtothe2000 Census,
over 13 percent of Schenectady’ shousing isvacant, the 8" highest total
among New Y ork’scities.

This decline is reflected in the selling prices of homes in the City.
According toinformation from the Greater Capita District Association
of Realtors, themedian price of asingle-family homein Schenectady
was $64,900, 12 percent less than the median pricein 1994. The
median priceof atwo-family homein 2002 wasnearly 17 percent less
thanitwasin 1994.

Thegood newsisthat property valuesin Schenectady appear to have
bottomed out in 2000. Median sales priceshaveincreased 24 percent
for single-family housesand 64 percent for two-family housessince 2000,
although neither type of housing hasyet returned to their 1994 val ues.
Schenectady’ stota assessed property valueactualy increased dightly,
by 1.3 percent, from 2000 through 2002.

Overdl, while Schenectady’ saverageincomeisgeneraly comparable
toother New York Statecities, itismuch poorer than al theother localities
in Schenectady County. The City’ smedianincomereported by the
2000 Censusis$29,397. Thisiscomparablewith $30,042 for Albany
and $29,841 for Troy. Statewide, Schenectady ranksinthe middle,
33 out of 61 citiesin per capitaincome. However, al thetownsin
Schenectady County that surround Schenectady havemuch higher median
incomes, asfollows:

Niskayuna $70,607
Duanesburg $57,311
Princetown $56,818
Glenville $52,532
Rotterdam $46,125

Schenectady’ sunemployment ratesarefar better than Troy and Albany.
The 2000 Censuslisted Schenectady’ sunemployment rateat 7.5 percent,
far better than Albany’ s12.7 percent and Troy’ s11.7 percent. Global
Insight projectsthat the unemployment ratewill stay fairly stablefor the
Albany-Schenectady-Troy M SA through 2005.
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In short, Schenectady has experienced significant lossesin population
and wealth since at least 1990 and is|eft with asignificantly poorer
population than thecommunitiesthat surroundit. Thisisasituationthat
Schenectady sharesto onedegree or another with most of the other 61
citiesinthe State.

OFrFice oF THE NEw YoRk STaTE COMPTROLLER




Financial Condition

Wewereasked by City officid sto andyze Schenectady’ scurrent financid
condition and the proposed 2004 budget. They aso requested that we
look at certain expenditure categories and operationsin an effort to
identify improvement opportunities. After our analysiswascompleted
werelated our specific concernsabout the 2004 proposed budget to
the Mayor and members of the City Council so they could consider
them as they finalized the budget. Our goal was to provide City
management with information to assist them not only inthe 2004 budget
processbut al so to suggest cost contalnment measures.

The City hasconsistently incurred operating deficitsfor thelast severd
years. Thishas occurred primarily because City officias have not
exercised fiscal discipline—expenditures have consistently exceeded
established budgets. Theresult hasbeen agrowing accumulated deficit
and abond rating that isthe lowest in the State. In November 2003
Moody’ sInvestor Servicesagain downgraded the City’ sbond rating,
aready at “junk bond” status, from Balto Ba2. The City hashad to
borrow $12 to $14 million at the end of thelast two yearsjust to have
enough cash on hand to keep operating.

In October 2002, we issued an audit report on Schenectady that
identified the City’ ssgnificant level of financia stressand resulting cash
flow problems. We stressed the need to prepare an orderly financial
plan and then carefully monitor operationsto assurecompliancewith the
plan. City officidsdid notimplement such changesandtheCity’ sfinancid
condition has deteriorated and the chronic cash flow problems have
continued. We cannot stress strongly enough the need to adopt and
thenfollow afinancial plantofund operationsand beginto reducethe
deficit over thenext severd years.

The City hastaken yearsto get into thissituation and will not get back to
fiscal hedthovernight. City officid sneed to developamulti-year financid
planthat showshow they aregoing to deal withtheir accumulated deficit,
establishapostivecash flow and fund necessary operationsin asefficient
amanner aspossible. City officialsshould establish somefinancial
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Accumulated Deficits

Cash Flow and Over spending

benchmarksasstandardsby whichthe City’ sperformance can bejudged.
Werecommend that living withintheir annua budget and reducing their
reliance on year-end borrowing for cash flow purposes should betwo
of thebenchmarksthat the City establishes. If City officialsfail to meet
thesebasic benchmarksit will further weakenthe City’ spositioninthe
financia markets.

The City’s Annual Financial Report showed an unreserved,

unappropriated deficit fund balanceinthegenerd fund at December 31,

2002 of $2,350,000. The City’s independent auditor identified a
$1,575,000 adjustment, $1,455,000 of which resulted from overspent

capital projects. Thisadjustment resulted inadeficit fund balance of

$3,925,000 inthe General Fund at the beginning of 2003.

TheCity’ s2003 budget of $52.9 million planned for a$1 million surplus
to be used to reduce the accumulated genera fund deficit. However, it
now appearsthat the City’ sfinanceswill fall approximately $2 million
short of thisplan, turning the projected $1 million operating surplusinto
a $1 million loss. This will increase the genera fund deficit to
approximately $5 million as of December 31, 2003.

Inaddition, City officidsarenow planning to sell itsparking operations
to Metroplex because the parking operation loses about $500,000 a
year. Regardlessof theoutcome of the planned sale, therehasbeenno
provisioninthe City’ sbudget to cover theaccumulated deficitinthis
fund that asof theend of 2003 could exceed $3 million. Thesaeof the
parking garagewouldrelievethe City of having to subsidizethe parking
operationslosseshy $500,000 annually. However, thegenera fundwill
haveto absorb the parking fund deficit, thereby increasing the City’s
generd fund deficit by an additiona $3million. Thiswill bringthegenera
fund’ stotal accumulated deficit to approximately $8 million.

The City’ s growing deficit, which has resulted in severe cash flow
problems, isprimarily theresult of apattern of cons stent overspending
by City officias. For thethreeyearsending with 2002, the City overspent
appropriations by $500,000, $600,000, and $2.4 million, leading to
operating deficitsof $657,000, $1.9 millionand $1.14 millionrespectively.
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Thegeneral fund' schronic cash flow problemshave, inthe past, been
addressed inanumber of ways. The City utilized accelerated stateaid
payments, inappropriately used restricted moneys that had been
borrowed for capital projects, andissued Tax Anticipation Notes(TANS)
to generate cash. In December 2002, after our previous audit report
identified theinappropriate use of capital fundsto pay for operating
expenses, the City issued $14.4 millionin TANsto both repay the capitd
fund and to provide additional available cashfor ongoing operations. In
December 2003, the City repaid the TANsbut needed toissue another
$12 million of TANsbecauseof continuing cash flow problems.

Unlesschangesaremade, Schenectady facesthevery real possibility of
running out of cash to fund operationsasearly asMay 2004. 1nJune
2004, the City could have expendituresthat exceed availablecash by as
much as $500,000. At the end of 2004 the City will likely not have
enough cashtorretirethe outstanding TANsand would haveto refinance
the$12 million outstanding and fund an additiona $1.3 millionto cover
cash shortfals.

A primary causeof the City’ sfiscal problemsisthelack of control over
expendituresfor the City. Insome casestherewerepoliciesthat had
been adopted but not followed. In other areastherewereno policiesor
oversight of expenditures. The City hasoverspent gppropriationsevery
year sncefisca year 2000. For example, in 2002 over 30 gppropriation
accountswereoverspent by morethan $2.9 million, inamountsranging
from $62toin excessof $500,000. Someof thelarger overexpenditures
areshowninthefollowingtable.

2002
Modified Budget Actual Difference
LAW DEPARTMENT $330,500 $881,456  ($550,956)
POLICE~INVESTIGATIONS $2,735,151 $3,169,003  ($433,852)
WORKERS COMPENSATION $625,000 $1,035,298 ($410,299)
STREETLIGHTING $1,375,000 $1,644,424 ($269,424)
HEALTHINSURANCE $6,860,000 $7,104,414 ($244,414)
POLICE—SUPPORT SERVICES $6593435 $835,732 ($242,297)
JUDGMENTSAND CLAIMS $125,000 $333,852 ($208,852)
UNALLOCATED INSURANCE $350,000 $504,938 ($154,939)
SOCIAL SECURITY $1,907,860 $2,056,062 ($148.202)
BOND/NOTEISSUE EXPENSE $35000 $160,471 ($125471)
WASTE DISPOSAL $1,828,350 $1,940,183 $111,833)
POLICE-FIELDSERVICEBUREAU  $6,393802 $6,447,439 ($53,637)
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Thereweresimilar overexpendituresagainin 2003. Sincetherecords
for theyear werestill being posted aswe compl eted our fieldwork, we
don’t know the exact number of accountsoverexpended, but intotal,
the budget was overspent by morethan $1 million. The Council had
plannedto have $1 millionto reducethedeficit but instead overspent the
budget by morethan $1 million, a$2 million deviation fromthe plan
established by the adopted budget.

Each year City officialsadopt abudget, thefinancia planfor theyear.
But if operationsare not monitored and kept within budget, the plan
becomes pointless. TheMayor and the City Council haveto adopt a
redigticbudget, diligently review reportsthat compareactud expenditures
to budgeted amounts, establish policiesto keep expenditureswithin
budget, and then enforcethosepolicies.

PoliceOvertime City officid sasked usto study and providerecommendationson police
department costs. Based on our review, Schenectady’ s total police
expendituresper capitado not significantly differ from other cities.

Total Police Expenditures Police Personal Service

Per Capita Expenditures Per Capita
ALBANY $355 $330
NEWBURGH $290 $254
SCHENECTADY $265 $248
TROY $212 $192
UTICA $220 $200

All NY S Cities Average (not

including NY C) $226 $256

However, inrecent years, thedepartment’ sovertime costshaveexceeded
budgets, causng asgnificant financid strain onthe City.

Fiscal Mayor's Council's Modified Actual * Over

Y ear Proposed Budget | Adopted Budget Budget Expenditures
1999 $961,000 $560,000 $595,193 $1,223,524 $628,331
2000 $675,000 $675,000 $697,500 $1,207,709 $510,209
2001 $618,000 $593,000 $815,060 $1,324,907 $509,847
2002 $882,830 $882,830 $903,080 $2,070,653 $1,167,573
2003 $728,868 $853,868 $888,370 $1,465,223 $576,853
2004 $1,203,368 $953,368 N/A N/A N/A

* = 2003 Actual is through 10/31/03
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Wefound that agood deal of overtime costs seemto betheresult of
desired servicelevel sestablished by department officidls. Wesdlected
themonth of May 2003 for adetailed anaysisof overtimeactivity. We
reviewed the detailed overtimereport for May 2003 for the 10 officers
paid the highest amount in overtime. Total overtimefor the month of
May totaled $139,017 and for the selected 10 officers, $10,764. The
primary cause of the overtimethese officersworked wasduetofilling
“minimum staffing requirements.”

These minimum staffing standards are established by officialsinthe
department based on prior activity and current call volumes. Oncethe
Sandardsareestablished, the department hassomeflexibility but generaly
uses overtimeto reach the desired staffing levels. Wereviewed the
minimum staffing levelsand compared themto avail ablestaffing for each
shift and found that the department does not have enough officersto
cover theestablished staffing levels. For example, for themonth of May
2003, the established staffing standard called for 84 more hoursof patrol
officer timeand 76 hoursof sergeant hoursthanwasavailablethrough
regular shifts. Thisisovertimethat isbuilt into the system even before
overtimethat will be caused by such eventsasofficerscallingin sick;
large, unexpected investigations; public events such as parades or
demonstrations; and necessary court time.

If City officidswant to changethe r overtimeexpendituresthey will need
to determinewhether they want to adjust the desired level of serviceor
whether hiring more officerswould belessexpengvethanfilling existing
shiftswith overtime. Minimum staffing requirementsare established for
the Field Services Bureau (patrolsand all uniformed officers) of the
department. Theother threebureaus, Administrative Services, Support
Servicesand Invedtigations(vice, intelligence, and detectiveandjuvenile
divisons), do not have minimum staffing requirements.

TheMayor and the City Council should determinethelevel of police
servicethey require and decide how it will be funded. If the desired
serviceleve requiresadditiond personnd, theMayor andthe City Council
must determinewhether thiswill beaccomplished by overtimeor hiring
of additional policeofficers. The City’ sadopted budgets should then
providefundsfor thedesired level of coverage.
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Health Insurance

The City should makeagresater effort to promote their employee headth
plan’ spre-tax benefitstoincrease the number of employeesdectingthis
option. It has become acommon practicefor local governmentsto
offer employeesapayment inlieu of healthinsurance wheninsurance
coveragefor theemployeeisavailablefrom another source (i.e. their
spouse). Such an arrangement isbeneficia to both thegovernment and
the empl oyeesinvolved asthe government redlizessavingsby paying an
employeean amount lessthan the cost of health insurance premiums
and, at the sametime, theemployeeincreasestheir income. The City
should dsoinvestigate offering ahigher healthinsurance buy-out amount
to increase the empl oyee participation rate and lower overall costs.

In accordance with current practices and labor agreements, the City
provideshealth insurance coverageto employees, retirees, and surviving
dependents. For the period of our review, 558 active employeeshad
the option of choosing from three providersor opting out of receiving
thisbenefit. Cost for active employeesfor fiscal year end December 31,
2003 isprojected to approach $3.3 million with total health insurance
costs, including retirees, approaching well over $7 million. Total cost
rose approximately 26 percent during fiscal year 2003.

The City offersacafeteriabenefit plan pursuant to Section 125 of the
Internal Revenue Code. Thissection of thelRS Code a so providesthat
employeesmay havetheir contribution taken out of their salary asapre-
tax item. Thisoptionfacilitatesthe City’ ssavingson the Medicareand
Socia Security payroll taxes, and moreimportantly fromtheemployee' s
perspective, increases discretionary income and reducestaxableincome.

Wecalculated that if the City actively pursued thisoption by making a
concerted effort to inform empl oyees about the benefits of apre-tax
option, based solely on the number of employeescontributing, the City
could currently save approximately $10,500 in payroll taxes. Sincethe
amount of contributions fluctuates each year due to the number of
empl oyees contributing and theamount of the contribution, we cannot
project beyond oneyear.

Inadditionto providing the benefit of hedthinsurance, the City provides
employeesthe option not to be covered by the health insurance program
if they already have coveragefrom another source, such astheir spouse.
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Collecting Property Taxes

Buyout premiums, paid in quarterly installments, rangefrom $1,000 to
$3,000, depending on the union contract. Asof December 31, 2003,
43 employees, or 7 percent of the City’ sworkforcereceivethisbenefit
totaling approximately $100,000.

Wecomputed the potentia savingstotheCity if it offered to employees,
through contract negotiations, a more attractive buyout for health
insurance. Presently thereare 371 employeeswithfamily coverageplans.
We proposethat the City establish an acrossthe board buyout of 50
percent of the premium cost, thereby saving the City 50 percent. We
computed savingsof approximately $85,000 the City could achievein
one year, based on current premiums and a participation rate of 50
employees (approximately 10 percent).

These types of incentives are advantageous to both the City and
employeesbecausethey arevoluntary onthe part of theemployeeand
do notinvolveany additional coststo the City. It asoisimportant to
notethat theseincentivesare suscepti bleto negotiation and approva by
thevariouscollectivebargaining groups. Becauseof thegreat importance
of health insurance coverage, employees should be encouraged to
consider theimpact of electing acash paymentinlieu of coverageonly
after comparing the health insurance benefitsprovided by thecity with
thoseprovided by thedternativesource. Additiondly, employeesshould
realize paymentsin lieu of healthinsurance coveragewould represent
taxableincometo them, but such paymentswoul d not be reportablefor
New Y ork Stateand L ocal Employee Retirement System purposes.

TheCity of Schenectady collectstheproperty taxeslevied by theCity,
County, and School District. The City paysany uncollected taxestothe
County or School District and thenthe City enforcesthetax liens. That
meansthat any property tax shortfal of the County or the School District
ispaid by the City that then hastotry to collect thedelinquent taxes. As
of December 31, 2002, the City reported $10.7 millionin unpaid taxes.

Thelargeunpaid property tax balance addsto the cash flow problems
of theCity. The County enforcestaxeson propertiesoutsideof the City
and hascollection proceduresinplace. SomeNew Y ork State counties
assumeresponsibility for enforcement of taxeswithin citiesand City
officials should consider negotiating with the County to do so for
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Payroll Processing

ControlsOver Certain
Expenditures

Schenectady. City officidsshould dsoconsder sellingitstax lienseither
individually or asapackage and usethe additional cashto reducethe
need for short-term borrowing.

The City of Schenectady utilizesaweekly payroll period that consumes
approximately 175 staff hours summarizing information and generating
approximately 650 to 700 payroll checks each week. Projectedtoan
annual basis, the City’ sstaff spends 9,100 hoursto perform the payroll
function.

During our review we observed payroll proceduresin the Finance Office.
Wefoundtheofficegtaff tobepraficientin carrying out theresponghilities
of processing payrollsand filing therequired monthly, quarterly, and
annua employer reports Wedso noted that the City utilized an efficient
computer system to processits payrollsand related reports. From our
experience with other local governmentsthroughout the State, many
localities contract for payroll services, or two or morelocditiesjointly
perform payroll related functions. For somelocalities, it ismore cost
efficient to contract out for payroll servicesasopposed to performing
the proceduresin-house.

TheMayor and theCity Council, through contractud negotiations, should
proposeto changethe City’ sweekly payroll period to bi-weekly. By
changing the payroll period to bi-weekly, the City would reduce costs
attributed to payroll processing, aswell asthe number of payroll checks
issued.

Websdievethat the City should consider consolidating payroll operations
(and possibly other financia operations) withthe County and other nearby
localities. Based on the City’s capabilities in the area of payroll
processing, thispayroll consolidation could beaccomplished by the City
being paidto performthisservicefor other locdlities, thereby generating
additional revenuefor Schenectady.

Attherequest of City officids, wereviewed the City’ suseof cell phones
andvehicles.

The City provides approximately 130 cellular telephonesfor use by
employees at a cost of approximately $70,000 per year. The police
department has 60 cell phones and 70 phones are used by other
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employees. TheCity hasno policy to determinewhich employeesare
provided cell phonesor to establish what isacceptableuse. Wewere
informed by officialsthat, after Ssgning an affidavit of receipt of aphone,
therewereno other specific guiddinesfor employeestofollow. Written
guidelines, which could benefit not only the City but d sotheemployee,
shouldinclude provisonsfor:

» determiningthecriteriafor assigning acelular telephonetoan
employeeandrestrictionsastoitsuse;

* requiring each employeeto keep arecord of any long distance
calsthat would bereconciled tothemonthly invoiceof charges;
and

*  requiring each employeegranted the use of atelephoneto certify
that chargesfor calsweremadein the course of theemployee' s
job and in accordancewith the adopted policy.

The City hasapproximately 200 vehicles, most of themfor public safety,
but over 70 arefor other purposes. Y et thereisno officially adopted
vehicleusepalicy that specifiescriteriafor assgning vehicles, conditions
for use, and proceduresfor accountability. Without such policies, City
officidshavelimited ability to control usageand costsinthisarea.

Inaddition, it might be more cost effectiveto pay employeesmileageto
usetheir own carsrather than providing City cars. However, the City
does not maintain vehicle mileage records and does not maintain
information about the maintenance costsof City vehicles. Therefore,
we could not perform an analysisto determinewhether thisapproach
would becost effective. However, wehavefound that such an approach
ismore cogt-effectivein our auditsof other municipalitiesinthe State.

Written guiddinesfor theuseof City vehiclesshouldinclude provisons
for:

» determining goedific criteriafor assgningavehicletoanemployee
and regtrictionsastoitsuse;

* requiring eachemployeeto keeparecord of al mileageincurred
intheprocessof performing businessthat would bereconciled
annudly; and
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* requiring each employee granted the use of avehicleto certify
that mileage wasincurred in the course of theemployee' sjob
andin accordance with the adopted policy.

Anup-to-date history of avehicleprovidesthe cost of maintaining that
vehicle. Thiscostinformation should beusedtodecideif aCity vehicle
ismoreefficient than paying mileage and when to replace City vehicles.
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Planning

Schenectady hasmany organizationsworking on economic development
issueswithinthe City and hasavariety of activitiesunderway to address
someof theissuesthat the City faces. However, much of thisactivity is
uncoordinated. TheCity doesnot haveacomprehensiveplanthat links
all of these effortsand articulatesthe vision of wherethe City istoday
andwhereitwould liketo beinthefuture.

The City hasnot compiled acomprehensivecity-wideMaster Plansince
1984. The City doeshave aDowntown Schenectady Master Plan that
was created in 1999. A very extensive plan, it concentrates on 10
drategies

* Artsand Entertainment Development

o Office Development

»  Smadl businessretention and attraction

* Retal development

* Reddentid development

» Civiceventsandfestivds

* Culturd educetion

»  Parking andtransportationinfrastructure devel opment
*  Downtownmanagement

* Publicimprovements

In preparing the plan, the City hired four consulting groups. Thetwo
primary firmswerean urban planner and an urban designer. Theother
two were architectural firms brought in to assess specific structures.
The plan has an extensive market research section, thorough
documentation of downtown physical conditions, block-by-block
anaysis, and adaptive use potentias. It offersthreealternativefutures
for downtown and the City combined elementsof eachintoitsadopted
plan. Theplandsoincludesan entiresection devoted todesignguidelines
showing how to implement its proposals. Best practicesfrom other
citiesareasocited. Many of the suggestionsandimprovementscalled
for intheplan havebeenimplemented. Theplanhasanimplementation
schedule, and somecost estimateinformation. However, the City’ scurrent
financid difficultiesmay hamper itscompletion.
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Population Initiative

The City aso hasa2000 Federal Consolidated Plan, which congtitutes
adtrategic visionfor housing and community development inthe City.
The City of Schenectady is classified as a Federal ‘Entitlement
Community,” andisrequired to completethisplan every fiveyearsto
maintainthisstatus. The City will need to haveanew version prepared
for 2005 and plansto develop it during 2004. The Consolidated Plan
functionsas

» aplanning document which buildson aparticipatory processat
thelowest levels,

* anapplicationfor federal fundsunder HUD’ sformulagrant
programs,

» adtrategy to befollowedin carrying out HUD programs; and,

» anaction planthat providesabasi sfor assessing performance.

The City of Schenectady hasnot merged these various plansinto one
comprehensive plan that addressesall areasand activitiesinthe City. A

piecemeal approach to planning can lead to the plans determining the
direction, rather than aclear sense of direction determining the plans.
Theexisting plansdo not contain alink to an overall vison or strategic
planfor the City addressing not only wherethe City istoday, but also
wherethey wouldliketobeinthefuture.

The Mayor and the City Council should develop a strategic plan
incorporating community, economic, organization and financial
development. Benchmarks and performance measures should be
established to gaugethe progressof the adopted plan.

Thefollowingisan overview of someof theactivitiesand organizations
that Schenectady shouldincludeinany overall plan.

Weattempted to assess Schenectady’ swell-publicized effortstorecruit
peopleof Guyaneseariginto buy homesandliveintheCity. Itisimportant
to notethat thereisno officia City programin placefor thisrecruiting
effort; it waslargely anindividual initiative on the part of theformer
Mayor.

Asof the2000 Census, approximately 360 people of Guyanese descent
resided in Schenectady County. Estimatesnow rangeanywherefrom
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2,000t0 5,000 residents of Guyanese descent livein the Schenectady
area. The Guyanese have opened aHindu Templeand a Pentecostal
Churchwithinthe City limitsinformer churchesof other faithswhich had
been vacant. The pastor of the Pentecostal church ownsahomehe
usesto let new Guyanesearrivalsliverent-free until they find housing
and employment. The Guyanese have also opened new businessesin
the City such asgrocery storesand restaurantsselling nativefood items
andcuisne.

How much of animpact theinflux of Guyanesshasmadeon Schenectady’s
real estate market isdifficult to determine. At the beginning of 2001,
Schenectady had 90 housesonitsdemoalitionlist. 1n 2002, the number
onthelistwasdownto40andin 2003 itwasdownto 6. Over 40 of the
houses sold from the demolition list went to someone of Guyanese
descent. Since2001, the City hasnot demolished any buildingsand has
not budgeted any money for building demolitionin2004. TheCity’s
Hous ng Rehabilitation Supervisor stated that buildingingpector feeshave
increased.

Another indicator of the positiveinfluence of theinflux of Guyanese
residentscould be homesaesinthe City, dthough low interest ratesin
the past few years have al so caused increasesin the number of home
sales. Inthe City of Schenectady, the volume of housing sales has
increased annually from 1997 to 2002, according to information from
the Greater Capital Association of Redltors. Themedian priceof single-
and two-family housesincreasedin 2001 and 2002. Two-family houses
inneighborhoodssuch asMont Pleasant, Hamilton Hill, Vaeand Centra
State Street al sold for ahigher median salespricein 2001 and 2002
thanthey did in 2000. Thisreversed asteadily decliningtrend. The
City’ sHous ng Rehabilitation Supervisor mentioned two specific blocks
intheHamilton Hill neighborhood that hefelt were previoudy among the
City’ sworst and have now been transformed to respectability through
theeffortsof some Guyanesefamilies.

The large influx of residents of Guyanese descent into the City of
Schenectady in 2002 and 2003 appearsto have created many positives
for the City. Newspaper reportsexpressed theopinionthat City officias
making the newcomers feel welcome played aconsiderablerolein
convincing sometorel ocateto Schenectady. The City should consider
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Economic Development
Activities

implementing formal outreach effortsinto thefutureto help build onthe
positivetrendsseentodate. City officiasshould also develop toolsfor
monitoring theimpact of theseactivities.

The City of Schenectady hasmany organizationsworking oneconomic
development issuesthat should beincorporatedinto anoveral planfor
theCity. Theplan shouldinclude performancebenchmarkswithwhich
to evaluate the performance of these various economic devel opment
efforts. Thesebenchmarkswoulddlow City officia stoexpand successtul
effortsand redirect or discontinueactivitiesthat arenot successful. Such
aplan and benchmarksshouldinclude such organizationsas.

Schenectady M etroplex Development Authority, apublic
benefit corporation created through statelegidationin 1998. Its
missionisto enhancethelong-term economic vitdity and quaity
of lifein Schenectady County by investmentswithin designated
areaswith particular emphasis on Schenectady’ sdowntown.
Funding for Metroplex comesfrom an additional 0.5 percent to
the County’ ssalestax rate that began September 1, 1998, and
isauthorized until August 31, 2028. Metroplex’ sstated goals
are to expand the County’ s property tax base and sales tax
revenue, and createand retain jobs. Projectsthat M etroplex
hasbeeninvolved with that havebeen completedinrecent years
includethe MV Pbuilding, the Parker Inn, CONTEC and Cyclics
Corporations, and the Center Sportsplex. Metroplexiscurrently
participating inthe Cand Square Redevel opment and State Street
Streetscape projects.

Downtown Schenectady | mprovement Corporation
(DS C), anonprofit organization dedicated to therevitalization
of downtown Schenectady and representing more than 600
property ownerswithinitsdefined boundaries. Theorganization
isprimarily funded through aspecia assessment on properties
within downtown Schenectady, from contributionsthroughthe
Schenectady Metroplex Development Authority, and by
fundraisersorganized by DSIC. DSIC managesand carriesout
many programs: Sidewalk and public parking lot maintenance;
landscapingimprovements; public safety initiatives, afacade
improvement program; and businesspromotion and marketing.
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* Upper Union Business Improvement District, whose
objectiveistorevitalize Upper Union Street through aprogram
of upgrades to the streetscape and increased consumer
awareness of themerchant servicesavailable.

» Schenectady/GlenvilleEnter priseZone, created under New
York State' SEmpire Zoneprogram. Itincludesmost commercid
propertieslocated inthe City of Schenectady, aswell assome
commercial propertiesin the Town of Glenville. It provides
varioustax creditsto businesseswithinitsdefined area.

» Schenectady Local Development Corporation (SLDC)
promotes economic development in the City of Schenectady by
making loansto small businesses.

» Cityof Schenectady I ndustrial Development Agency (City
IDA) provides capital financing for development projects.
Projectsaredigiblefor salestax exemptionson material and
equipment used in compl eting the projects.

» Schenectady Economic Development Corporation
(SEDC), acountywideorgani zation that prior to Metroplex took
the leadership role in shaping City and county economic
development policies. The SEDC administersarevolving loan
programfor non-retail businesses.

» Schenectady Industrial Cor poration, which ownstheformer
American Locomotive Company (ALCO) facility on Erie
Boulevard and Schenectady Community Development
Cor por ation, the property management firmfor theALCO Site,
now known asthe Nott Street Business Center.

» Schenectady Employment Training Development
Corporation, administered by SEDC, has a loan fund for
businessesthat train their employeesin marketable skills.

» Schenectady 2000, a network of volunteers carrying out
improvement projectsin downtown Schenectady.
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Brownfied I nitiatives

» Schenectady County Community BusnessCenter, acounty
businessincubator started in 2000. The Center, madepossible
with $1.2 million infunds appropriated by the Schenectady
County Legidature, providesafull range of small business
assistance servicestoitstenantsaswell asto other businesses.
The Center has 20,000 square feet of spacefor |ease.

L eft untouched, abrownfie d siteposesenvironmentd, lega andfinancid
burdenson acommunity and itstaxpayers. A widevariety of sitescan
be classified asbrownfiel ds such as current and former manufacturing
andindugtrid facilities, abandoned gasstations, dry cleaners, resdences
withlead paint, former mining sites, and dumpsand landfills. Many of
the tainted properties were contaminated before current tougher
environmental standards werein effect. Re-use of these properties
becomes complicated when issues such as current ownership,
respong bility for cleanup cogts, and future potentia liabilitiescomeinto
play. For acity such as Schenectady, which hasavery limited number
of previously undevel oped sitesavail able, remediated brownfield sites
can be used to lure potential new economic development. Thishas
multiple benefitsto the City, such ascreatingjobs, returning abandoned,
under-used propertiesto thetax roles, and ridding the community of
potential or real environmental hazards.

InJune1999, theU.S. Environmentd Protection Agency (EPA) sdlected
the City of Schenectady asaBrownfields A ssessment Demonstration
Pilot. Thispilot wastheforerunner to the current site assessment grant
programs now being operated by the EPA and New York State's
Department of Environmental Conservation (DEC). DECisamember
of the Federa Inter-Agency Work Group on Brownfields, and worked
inconjunctionwiththe EPA, Schenectady, and aconsultant hired by the
City on the pilot. As part of Schenectady’s overall plans for both
economic and community devel opment, the City’ sbrownfieldsstrategy
seeksto reclaim ol der abandoned and underutilized industrid sitesfor a
variety of public usesincluding industrial development, commercial
development, housing, and public open space. Schenectady’s
brownfields programis carried out from the City of Schenectady’s
Department of Engineering and Public Works. Schenectady County
hasno siteslisted onthe EPA’ sNationa PrioritiesList.
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The City has increased community involvement through the
implementation of aCommunity Involvement Plan (CIP). Theobjective
of the ClPwastoidentify, organize, andinvolvetheaffected communities
and citizensin thesite selection, assessment, and cleanup process. The
City also created a Brownfields website to further enhance
communication with thecommunity and other interested spectators.

The City began the assessment process by working with government,
privateand community organizationstoidentify potential Sites. TheCity
of Schenectady hasformed partnershipswith over 15 government, private,
and community organizations. Theseorganizationsinclude: DEC, Generd
Electric, Union College, Schenectady Economic Development
Corporation, and Schenectady 2000, agrassrootsorganizationformed
by business and community leaders. A preliminary list of siteswas
established and from that list, 281 properties were selected to be
evaluated for potential brownfield pilot sites. Because someof these
parcelsweretoo smal for Sgnificant redevel opment, they weregrouped
together to form larger parcels. The City currently owns (primarily
through tax foreclosures) over 250 potentialy contaminated commercia
orindugtria zoned sites, over 200 of whicharelocated inlow tomoderate-
income neighborhoods. The City owned siteswereall included inthe

preiminary lig.

Information was collected for these potential sites to conduct the
preiminary Stescreening. Screening information collected included Ste
ownership, past uses, potential benefits to the community or
neighborhood, known or suspected contamination, and physical hedth
and safety concerns. Threesteswerethen seected for Pil ot Assessment
inMarch 2001

* A nine-acre assemblage of properties on Broadway. The
propertieswereformerly utilized asjunkyardsand abulk oil
distribution center;

» Theformer Allied Locomoative (ALCO) maintenancefacility;

* Aten-acreassemblageknown astheBig N Retail Center Site,
whichwasformerly used by AL CO and the Atomic Energy
Commisson.

Thesethreesiteswerethen put through the assessment process, during
which site-specific cleanup planswere developed. Activity to date
includes
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* Broadway Assemblage: Site will be capped and paved for
storage space. Plank Construction hasan option to purchase
the property; they currently areleasing thespacefromthe City.
A Dunkin Donutsisplanned to use apiece of thisassemblage.

* ALCOsdte: UnionCollegehaspurchasedthesteand will clean-
up and build student housing and playing fieldson thesite.

* BigN Retail sitee No movement as of yet. Thereis possible
Y MCA diteinterest, but nothing definite.

The State of New York passed new |egidation in October 2003 which
created enhancementsto the previous Clean Water / Clean Air Act of
1996, whichisprimarily administered by DEC. Oneof thehighlightsof
theenhancementsistheend of continued liability totheowner of theste
who completesthe remediation and getsasignoff from the EPA and
DEC. Thethreemain componentsof DEC sprogram areasfollows:

* Brownfield Cleanup Program (successor to the Voluntary
Cleanup Program) - Developed to enhance private-sector
cleanup of brownfieldsand to reduce development pressureon
unused green space.

» Environmental Restoration Program - Providesmunicipdities
withfinancid assstancefor dteinvestigation and remediation at
eigiblebrownfiedstes.

»  Brownfield Opportunity AreaProgram - Providestechnica and
financial assistance to municipalitiesand community based
organi zationsto conduct redevel opment planning for designated
areascontaining brownfields.

DEC isholding informational sessionsonthenew legislationandis
encouraging representativesfrom municipditiestoattend. Schenectady’s
Engineer attended the October 2003 session.

One of the challengesfacing Schenectady in participating in programs
funded by thenew |egid ationwoul d betherequired financid commitment.
Most of thefunding vehiclesrequirea 10 percent commitment fromthe
participating municipality. Withthe City’ scurrent fiscd crigs, that may
beadifficult financial commitment to meet. However, amunicipdity can
apply for hardship statusto cover itsrequired contribution. Community
Deve opment Block Grant moniescan aso beused for brownfieldwork.
Other State and Federal Agenciescan aso be sought out asfunding
sources. Red Estatelnvestment Trustsand Tax Increment Financing
areother funding suggestions presented by the EPA.

OFrFice oF THE NEw YoRk STaTE COMPTROLLER




Revenue

Only &fter City officid shavedoneal that they canto get control of their
financia operationsand pursueacoordinated and aggressiveeconomic
development program should they explore potential revenueincreases.
Such anapproachwill dlow City officid sto demonstratethat they have
doneall they canto control the expenditureside of their fiscal equation
which should help to build support among the various constituencies
(Statelegidlators, County officials, taxpayers, etc.) whowill need to
approve revenue increases. As Schenectady addresses its fiscal
problems, it will bevery hard pressed to develop morelocal revenue,
although a case could be made that Schenectady doesnot receivean
appropriateamount of stateaid. The City could aso explore user fees
for certain servicesasaway to generate additional revenue.

Property Taxes- Duringthisperiod of declinein popul ation and property
values, and despitetherdative poverty inthe City, Schenectady officids
haveraised their local property tax rate substantially in recent years.
During the period 1998 to 2003 there was only one year that the tax
increase was less than 6 percent. In 2003, the rate was raised 25.2
percent; in 2001, theincrease was 14.2 percent. From 2000 through
2003 Schenectady’ s tax rate increased 53 percent. A house worth
$50,000in 2000 would have paid $601 in City property taxesin 2000.
Taxesonthe same houseincreased to $920in 2003. Theseincreases
occurred while at the sametime Albany and Troy’ stax ratesremained
relatively stable. Albany’ stax rateincreased 4 percent and Troy’s3
percent. From an economic development standpoint, Schenectady
officialsshould be cautious about | etting itsrate deviatetoo far from
other nearby communitiesasit could be acompetitive disadvantage

In addition, with the 2004 tax rateincrease of 8 percent, Schenectady
reportsthat itisnow at just over 83.6 percent of its constitutional tax
limit.

SalesTaxes- The sadestax ratein Schenectady County is8.25 percent,
whichiscurrently allocated asfollows: 4.25 percent goestothe State,
3 percentisdivided among the County, the City of Schenectady, andthe
townsin Schenectady County, 0.5 percent iskept by the County and
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0.5 percent isused to fund M etroplex and other economic development
inthetowns. The 3 percent that is shared uses aformulabased on
relative assessed val ues, but the City hasan agreement toreceivean
$11 millionannual paymentinlieu of itsformulaic amount. The City
would lose approximately half of its current salestax revenueif the
assessment method was utilized for determining the City’ sshare. If
population was used for allocating the 3 percent shared amount (a
standard method used in other counties), the City would receive
approximatdy $2 millionlessin 2002 than the contractua distribution of
$11million.

If the City wantsto pursueacourseof actiontotry toreceivemoresaes
tax revenue, thefocus probably should be onthe portion of the salestax
that the County doesnot currently share. Thereisan overall threshold
amount that isrequired to be exceeded before the County isobligated
to share a portion of that remaining 0.5 percent. Overall County
collectionsare now closeto thisthreshold. The City could arguefor
lowering thethreshold amount, or wait until overal economicactivity in
the County increasesenough to exceed the current threshol d.

State Aid - We also looked at the state aid the City receives and
compared it to theamount of aid received by other cities. Inthe2003-
04 state fiscal year, Schenectady received General Purpose Local
Governmental Aid of $4,381,122, or about $71 per capita, and
Supplemental Municipa Aid of $1.3 million, or $21 per capita.

Schenectady ranks 23 among the 61 citiesin General Purpose L ocal
Governmental Aid onaper capitabasis, behind such smaller citiesas
Lackawanna, Utica, NiagaraFdls, Amaterdam and Rome, that dl receive
morethan $80 per capita. Inthe Supplemental Municipd Aid category,
Schenectady ranks 39, with citiessuch asRome, Troy and Uticaall
receiving morethan $75 per capita compared to Schenectady’ s $21
per capita. Ingenerd, thereismuch moredisparity inamountsreceived
by citiesin the Supplemental Municipal Aid category. The City of
Schenectady could possibly makeacasethat it should receivemorein
both Genera PurposeLoca Governmenta Aid and Supplemental Aid
based on the above comparisons.
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There aretwo other state aid categories, Eligible Municipalities and
Certain Cities, that Schenectady doesnot receivefundsfrom. Theonly
cities receiving funds from these categories are Buffalo, Y onkers,
Rochester, and Syracuse, which get aid from both, NiagaraFals, which
isdightly smaller than Schenectady but gets $3.3millionin Eligible
Municipality Aid, and Albany, which receives$1.5 millionin Certain
CitiesAid.

User Fees - One area where the City could explore potential new
revenue sourcesisthrough user fees. For example, the City provides
weekly curbsi de sanitation pickup and disposal for residential housing
units. Thisfunctionispaidfor fromthe City’ sgenera fund. Financing
sanitation collection and disposa operationswithauser feecould provide
anadternativeto payingfor thisservicewith property taxesand could be
more equitable since certain tax-exempt propertiesin the City receive
thecurb-sidesanitation service.

Wereviewed theexpendituresfor sanitation servicesfor theyears1998
through 2002 and found that expendituresranged from $3.5millionin
199810 $3.78 millionin 2002. Based on gpproximately 20,500 unitsin
the City receiving theservice, an annua user feeof $200would generate
approximately $4 millionannualy, anamount sufficient to cover thecost
of providing the service. In aprevious study by the Office of the State
Comptroller, wefound that residentsof asample county who contracted
with private refuse haulers paid approximately $278 annually per
household.

A user feefor sanitation collection and disposal would resultinashifting
of thecostsfrom just real property taxpayersto all property owners
who utilize the sanitation services.
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APPENDIX A

HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT

Toobtain copiesof thisreport, writeor visit our web page:

Officeof the State Comptroller
Public Information Office

110 State Street, 15th Floor
Albany, New York 12236

(518) 474-4015
http://Mmwww.osc.gtate.ny.us/loca gov/

OFrFice oF THE NEw YoRk STaTE COMPTROLLER




APPENDIX B

OFFICE OF THE STATE COMPTROLLER
DIVISION OF LOCAL GOVERNMENT SERVICES
AND ECONOMIC DEVELOPMENT

Anthony R. Nanula, Deputy Comptroller
Steven J. Hancox, Assistant Comptroller
John Clarkson, Assistant Comptroller

LOCAL REGIONAL OFFICELISTING

BUFFALO REGIONAL OFFICE
Robert Meller, Chief Examiner

Office of the State Comptroller

1050 Ellicott Square Building

295 Main Street

Buffalo, New York 14203

(716) 847-3647 Fax (716) 847-3643
E-Mail: Muni-Buffalo@osc.state.ny.us

Allegany, Cattaraugus, Chautauqua, Erie,
Genesee, Niagara, Orleans, Wyoming

SYRACUSE REGIONAL OFFICE
Debora Wagner, Chief Examiner

Office of the State Comptroller

State Office Building, Room 409

333 East Washington Street

Syracuse, New York 13202

(315) 428-4192 Fax (315)426-2119
E-Mail: Muni-Syracuse@osc.state.ny.us

Herkimer, Jefferson, Lewis, Madison, Oneida,
Onondaga, Oswego, St. Lawrence

GLENSFALLSREGIONAL OFFICE

Karl Smoczynski, Chief Examiner

Office of the State Comptroller

One Broad Street Plaza

Glens Falls, New York 12801

(518) 793-0057 Fax (518) 793-5797
E-Mail: Muni-GlensFalls@osc.state.ny.us

Clinton, Essex, Franklin, Fulton, Hamilton,
Montgomery, Rensselaer, Saratoga, Warren, Washington

HAUPPAUGE REGIONAL OFFICE

Allan S. Cohen, Chief Examiner

Office of the State Comptroller

NY S Office Building, Room 3A10
Veteran's Memorial Highway

Hauppauge, New York 11788-5533

(631) 952-6534 Fax (631) 952-6530
E-Mail: Muni-Hauppauge@osc.state.ny.us

Nassau, Suffolk

ROCHESTER REGIONAL OFFICE
William W. Campbell, Chief Examiner
Office of the State Comptroller

The Powers Building

16 West Main Street - Suite 522
Rochester, New York 14614

(585) 454-2460 Fax (585) 454-3545
E-Mail: Muni-Rochester@osc.state.ny.us

Cayuga, Chemung, Livingston, Monroe, Ontario,
Schuyler, Seneca, Steuben, Wayne, Y ates

BINGHAMTON REGIONAL OFFICE
Patrick Carbone, Chief Examiner

Office of the State Comptroller

State Office Building, Room 1702

44 Hawley Street

Binghamton, New York 13901-4417

(607) 721-8306 Fax (607) 721-8313
E-Mail: Muni-Binghamton@osc.state.ny.us

Broome, Chenango, Cortland, Delaware,
Otsego, Schoharie, Sullivan, Tioga, Tompkins

ALBANY REGIONAL OFFICE
Thomas J. Kelly, Jr., Chief Examiner
Office of the State Comptroller

22 Computer Drive West

Albany, New York 12205

(518) 438-0093 Fax (518) 438-0367
E-Mail: Muni-Albany@osc.state.ny.us

Albany, Columbia, Dutchess, Greene, Orange, Putnam,
Rockland, Schenectady, Ulster, Westchester

DivisioN oF LocaL GovERNMENT SERVICES AND Economic DEVELOPMENT






