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INDEPENDENT AUDITORS' REPORT

Board of Directors
Broome County Industrial Development Agency
Binghamton, New York

We have audited the accompanying statements of net assets of the BROOME COUNTY INDUSTRIAL
DEVELOPMENT AGENCY, a component unit of Broome County, New York, as of and for the years ended
December 31, 2011 and 2010, and the related statements of revenues, expenses, and changes in net assets and
cash flows for the years then ended. These financial statements are the responsibility of the Agency'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 the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit 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 statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Broome County Industrial Development Agency as of December 31, 2011 and 2010, and
the changes in its net assets and cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated
March 23, 2012, on our consideration of the Broome County Industrial Development Agency's internal
control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in conjunction with this report in considering the results of our audit.

99 Hawley Streel * PO Box 1330 ¢ Binghamlon, New York 13902- 1330



Piaker & Lyons

Board of Directors
Broome County Industrial Development Agency

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 3-7 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context. We
have applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquires of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquires, the basic financial statement, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise Broome County Industrial Development Agency’s financial statements as a whole.
The additional information in Schedules 1 - 5 is presented for the purposes of additional analysis and is not
a required part of the basic financial statements. The accompanying schedule of expenditures of federal
awards is presented for purposes of additional analysis as required by U.S. Office of Management and
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is also
not a required part of the financial statements. Schedules 1-5 and the schedule of expenditures of federal
awards are the responsibility of management and were derived from and relate directly to the underlying
accounting and other records used to prepare the financials statements. The information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the financial statements or the financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States
of America. In our opinion, the information is fairly stated in all material respects in relation to the
financial statements as a whole.

Pradet Kopns, fc.

PIAKER & LYONS, P.C.

Binghamton, New York
March 23, 2012



BROOME COUNTY INDUSTRIAL DEVELOPMENT AGENCY
MANAGEMENT’S DISCUSSION AND ANALYSIS

As financial management of the Broome County Industrial Development Agency (the “Agency”),
we offer readers of these financial statements this narrative overview and analysis of the financial activities
of the Agency for the fiscal year ended December 31, 2011 as compared to 2010 and 2009 where applicable.
This discussion and analysis is designed to assist the reader in focusing on the significant financial issues
and activities and to identify any significant changes in the financial statements as a whole.

All amounts are expressed in actual dollars.
Financial Highlights

Operating income for the Broome County Industrial Development Agency was $4,422,254 for fiscal year
2011. This was an increase of 432% over the prior year and 370% increase over 2009. Operating results for
the year produced an increase in net assets of $4,443,908. The term “net assets” refers to the difference
between assets and liabilities. At the close of fiscal year 2011, the Agency had net assets of $22,563,394, an
increase of 25% over the prior year and an increase of 31% from 2009.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Agency’s financial statements,
which is comprised of the basic financial statements and the notes to the financial statements. Since the
Agency is comprised of a single enterprise fund, no fund level financial statements are shown. This report
contains additional information outlined on schedules one through five.

The Agency is not required by law to publish budget or report budgetary control information, therefore, no
budgetary information is presented in this report.

Basic financial statements. The basic financial statements are designed to provide readers with a broad
overview of the Agency’s finances, in a manner similar to a private-sector business.

The statement of net assets presents information on all of the Agency’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may serve
as a useful indicator of whether the financial position of the Agency is improving or deteriorating. Net
assets increase when revenues exceed expenses. Increases to assets without a corresponding increase to
liabilities, results in an increase to net assets, which indicates an improved financial position.

The statements of revenues, expenses, and changes in net assets present information showing how the
Agency’s net assets changed during the fiscal year. All changes in net assets are reported as soon as the
underlying event occurs, regardless of timing of related cash flows. Thus revenues and expenses are
reported in this statement for some items that will only result in cash flows in future fiscal periods.

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the basic financial statements.

Other information. In addition to the basic financial statements and accompanying notes, this report also
presents certain additional information on schedules one through five concerning the Agency’s cash and
cash equivalents, investments, loan receivables, bonds outstanding, and straight leases of Agency projects.

Financial Analysis

Net assets may serve, over time, as a useful indicator of a government’s financial position. In the case of the
Agency, assets exceeded liabilities by $22,563,394 at the close of the most recent fiscal year. This represents
an increase of $4,443,908 over the previous year and a 31% over 2009.



The unrestricted net assets were $11,020,326, which is an increase of $1,507,837 or 16% over 2010. The
increase in unrestricted net assets from 2009 is $1,873,818, which represents an increase of 20%.

This trend indicates that the Agency’s total net assets show steady growth over the past three years. The
increase is due in part to a reduction of the Agency’s total liabilities. Interest income is down $26,536 from
2010 due to the decline in interest rates in 2011. The Agency continues to benefit from significant rental
income of $500,000 from the lease of the Edwin A. Link Building in Kirkwood, New York to L-3
Communications Link Simulation & Training, Inc. In addition to the rental income, the lease calls for an
additional rental payment of $448,000 per year to be used for capital maintenance and repair projects. The
lease was extended in December 2010 and will continue for three years with provisions for two one year
extensions.

A large portion of the Agency’s net assets reflects its investment in its revolving loan funds with a balance
of $2,830,569 as of December 31, 2011. There has been a $134,100 decrease in the loan fund balance from the
2010 of $2,964,669. The loan funds are restricted funds and dedicated to provide subordinate debt to assist
small businesses with their expansion projects. In addition, there was an increase in Capital Assets due to
the purchase of equipment and improvements made at the Charles Street Business Park of $47,104.

Of the $13,006,330 of non-current assets of the Agency, $7,347,406 represents the value of a building, net of
depreciation, the purpose of which was to facilitate the expansion of Rockwell Collins Simulations &
Training, Inc. f/k/a/ NLX Corporation, a full flight simulation and training firm located at the Airport
Corporate Center.

Broome County Industrial Development Agency

Net Assets
2011 2010 2009
Current Assets $ 14443369 $ 12,718,108 $ 12,846,791
Capital Assets 11,584,250 11,904,834 11,874,262
Other Non-Current Assets 1,422,080 1,650,767 2,071,752
27,449,699 26,273,709 26,792,805
Total Assets
Current Liabilities 1,971,248 1,742,104 2,296,967
Other Long-Term Liabilities 2,915,057 6,412,119 7,256,425
Total Liabilities 4,886,305 8,154,223 9,553,392
Net Assets:
Invested in Capital Assets, Net of Related Debt 8,697,499 5,627,328 5,102,394
Restricted 2,845,569 2,979,669 2,990,511
Unrestricted 11,020,326 9,512,489 9,146,508
Total Net Assets $ 22563394 § 18,119,486 $ 17,239,413




Broome County Industrial Development Agency

Changes in Net Assets
2011 2010 2009
Operating Revenues $ 6,820,008 $ 2,741,583 $ 2,952,459
Operating Expenses (2,397,754) (1,909,700) (2,012,431)
Income From Operations 4,422,254 831,883 940,028
Net Non-Operating Revenues (Expenses):
Investment Income 21,654 48,190 110,313
Gain (Loss) on Land = - 412,326
Net Non-Operating Revenues (Expenses) 21,654 48,190 522,639
Change in Net Assets 4,443,908 880,073 1,462,667
Net Assets, Beginning of Year 18,119,486 17,239,413 15,776,746
Net Assets, End of Year $ 22,563,394 $ 18,119,486 $ 17,239,413

Significant Events:

As a result of a major flood in the fall of 2011, BAE Systems Controls, Inc. sustained significant damage
well in excess of $40,000,000 to its manufacturing facility. As a result, BAE notified the Agency on
November 1, 2011 their election to terminate the lease in accordance with Section 4.1.B of the Original
Lease (as modified by Paragraph 6 of the Assignment Agreement), and (ii) notice of Tenant’s election to
terminate the lease in accordance with Section 227 of Article 7, Chapter 50 of the Real Property Law of the
State of New York (“Section 227”). The Agency is working with the United States Air Force on a plan that
will result in the Air Force taking responsibility for the demolition and environmental remediation of the
property. The Agency is also pursuing a planning grant that would fund a re-use strategy for the site.

Cash Flows: There was a net increase in cash of $1,544,487 for 2011. Net cash provided by operating
activities increased by $4,108,729 from 2010 to 2011 primarily due to the increase in the rental income and
the Agency’s fee income for services provided in support of client projects. Net cash used in non-capital,
capital and related financing activities increased by $2,564,295 from 2010 to 2011 primarily due to the
increase in debt payments. Net cash provided by investing activities decreased by $30,102 as a result of
lower interest rates on cash and cash equivalents held by the Agency.



Capital Asset and Debt Administration

Capital Assets: The Agency’s net investment in capital assets is $11,584,250, which is net of accumulated
depreciation of $2,821,184, as of December 31, 2011, a decrease of $320,584 or -3% from 2010. Capital assets
include buildings, land, building improvements, and furniture.

Long-term Debt: The Agency has two outstanding long-term debt payables totaling $3,551,486. The first
long-term debt is with Broome County for the development of the Broome Corporate Park in the amount of
$664,735, a decrease of $166,183 from 2010. The second long-term debt is with JMI II, Inc., for the
acquisition of the JMI II building for the expansion of NLX Corporation in the amount of $2,886,751, a
decrease of $3,390,756 from 2010.

Economic Factors:

Although the Agency is currently in sound financial condition, the fiscal challenges facing our federal, state
and local governments could have an impact on the Agency and its ability to maintain a continued level of
economic development success. In addition, there is legislation pending in Albany that would make
Agency programs less attractive to businesses and less effective in helping our community retain and
attract business which will present further challenges to the Agency’s future. In response to these
conditions, the Agency will pursue the development of a private/public partnership. The Southern Tier
Economic Partnership (STEP) will recruit business leaders and community stakeholders to this sister
organization in an effort to broaden its base of support in the community.

In the first quarter of 2011, the Agency completed the redevelopment of the Charles Street Business Park by
investing more than $1.7 million in road and infrastructure to the park that is located northwest of
downtown Binghamton. The Agency was awarded a $1,000,000 grant from the Empire State Development
Corporation to assist with this project and received the funds in April 2011. Several 5-6 acre sites are
available for development in the park.

In March 2011, the Agency approved a Sale Leaseback and Payment-In-Lieu-Of -Tax Agreement with
Clover Communities Johnson City, LLC to construct a single, three-story brick and mortar apartment
building for senior citizens who are 60 years of age or older who are capable of living independently. The
project is located at 1035 & 1039 Anna Maria Drive in Johnson City, NY. The total cost of the project is
estimated to be approximately $8,093,000 and will result in the creation of 2.5 new full time employees as
well as several temporary jobs to construct the building. The Agency closed on the project in August 2011.

In April 2011, the Agency closed on the Sale Leaseback and Payment-in-Lieu-of-Tax Agreement with
Washington Development Associates, LLC to construct a 173,600 square feet building located in downtown
Binghamton for student housing. The building will include 113 student apartments with 80 four bedroom
units and 33 two bedroom units. Each apartment will have a full kitchen and include a washer/dryer.
Common areas in the building will include a community room, social lounge, study lounge, exercise room,
game room and computer/business center. The total cost of the project is estimated to be approximately
$24,000,000 and will result in the creation of 5 new full time employees. The project is scheduled for
completion and to be occupied by the fall semester of 2012.

In October 2011, the Agency approved a Sale Leaseback and Payment-in-Lieu-Of-Tax Agreement with
Maines Paper & Food Service, Inc., to expand their distribution center for a major customer, Darden
Restaurants, Inc. The total cost of the project is estimated to be approximately $4,800,000 and will result in
the creation of 40 new full time employees. The Agency closed on the project in December 2011.

In December 2011, the Agency closed on the Sale Leaseback and Payment-in-Lieu-of-Tax Agreement with
Hawley Street Members, LLC who is in the process of converting a vacant 167,000 square foot steel framed
office building into student housing in downtown Binghamton. The building is being completed
renovated to include all new electric, plumbing, heating and cooling systems. Approximately 293 student
bedrooms arranged in various numbered suites will be constructed along with a fitness center, student
lounge and underground parking. A portion of the first floor, approximately 11,000 square feet will be
designated for retail uses. The total cost of the project is estimated to be approximately $10,637,000 and
will result in the creation of 11 new full time employees. The project is scheduled for completion and to be

occupied by the fall semester of 2012.
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As of December 31, 2009, the Agency received a $960,000 deposit on a purchase option for land in the
Broome Corporate Park. The amount received to date by the Agency will be applied to the purchase of the
land. In 2008, the Purchaser exercised the purchase option and the property was expected to close in 2010.
The agreement stated if the Purchaser did not commence the development of its manufacturing building
project by August 2010, the Agency had the right to buy back the property for any amount received in
excess of $750,000. In 2010, the Agency initiated a series of discussions with the Purchaser regarding the
specific details of their building project. The Purchaser and the Agency were not able to agree on these
details and consequently the Purchaser allowed their option agreement to expire. The Agency has not
exercised its right to buy back the property and continues to pursue the Purchaser in an effort to agree on a
project. As of the date of this report, the development has not started and it is the Agency’s position that
the Purchaser did not complete the purchase of the land and as a result, did not commence the
development of a manufacturing facility. Therefore, the Agency has determined that the Purchaser has no
basis to request a refund of $960,000. Litigation may be forthcoming.

Requests for Information

This financial report is designed to provide a general overview of the Agency’s finances for all those with
an interest in its finances. Questions concerning any of the information provided in this report or request
for additional financial information should be addressed to the Executive Director, Broome County
Industrial Development Agency, P.O. Box 1510, Binghamton, NY 13902-1510.



BROOME COUNTY INDUSTRIAL DEVELOPMENT AGENCY

STATEMENTS OF NET ASSETS
AS OF DECEMBER 31, 2011 AND 2010

ASSETS

Current Assets
Cash and Cash Equivalents
Deposits Held For Others
Accounts Receivable
Prepaid Expenses
Property Held for Resale
Notes Receivable - Current Portion (Net of Allowance for
Doubtful Notes of $-0-in 2011 and 2010)
Loans Receivable - Current Portion

Total Current Assets

Non-Current Assets
Notes Receivable - Non-Current Portion
Loans Receivable - Non-Current Portion (Net of Allowance for Doubtful
Loans of $137,776 in 2011 and $174,989 in 2010)
Property and Equipment, At Cost (Net of Accumulated Depreciation
of $2,821,184 in 2011 and $2,453,496 in 2010)

Total Non-Current Assets

TOTAL ASSETS
LIABILITIES AND NET ASSETS

Current Liabilities
Accounts Payable
Notes Payable
Land Options Liability
Deposits Held in Custody for Others
Deferred Revenue
Security Deposits

Total Current Liabilities

Non-Current Liabilities
Notes Payable

TOTAL LIABILITIES

NET ASSETS

Invested in Capital Assets, Net of Related Debt
Restricted for Loans

Restricted for Marketing

Unrestricted

TOTAL NET ASSETS

See the accompanying notes to financial statements.

2011

$ 11,920,219

2010

$ 10,375,732

260,372 53,978
182,356 28,986
7,079 7,601
1,379,269 1,379,269
119,912 167,863
574,162 704,679
14,443,369 12,718,108
445,803 551,539
976,277 1,099,228
11,584,250 11,904,834
13,006,330 13,555,601
27,449,699 26,273,709
13,607 30,980
636,429 696,306
960,000 960,000
260,372 53,978
100,000 -
840 840
1,971,248 1,742,104
2,915,057 6,412,119
4,886,305 8,154,223
8,697,499 5,627,328
2,830,569 2,964,669
15,000 15,000
11,020,326 9,512,489
$ 22,563,394 $ 18,119,486




BROOME COUNTY INDUSTRIAL DEVELOPMENT AGENCY
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010

Operating Revenues

Fee Income

Loan Interest Earned

Rental Income

Pass-Through Revenue

Millennium Pipeline Co., LLC Grant
Empire State Development Corporation Grant
USDA Grant Revenue

Ecomonic Development Service Income
Refund of Prior Year Expenditures
Other Income

Total Operating Revenues

Operating Expenses

Interest Expense and Other Debt Service
Administrative Fee Expense - BC Chamber
Rental Expenses

Depreciation

Marketing Initiative Expenses

Office Expense

Professional Fees

Professional Development Expense
Broome County Corporate Park Maintenance
Insurance

Utilities

Other Administrative Expenses

Grant Expense

Pass-Through Expenditures

Repairs, Maintenance and General

Repayment of Excess Money Held - ARC

Total Operating Expenses
Operating Income

Non-Operating Revenue

Investment Income

Change in Net Assets

Net Assets at the Beginning of the Year

Net Assets at the End of the Year

See the accompanying notes to financial statements.

2011 2010
$ 473125 §$ 78,936
92,732 115,405
4,958,686 2,280,116
64,328 62,776
108,000 108,000
1,000,000 -
- 93,600
35,000 .
37,308 -
50,829 2,750
6,820,008 2,741,583
354,397 394,971
525,465 425,606
429,638 360,604
367,688 275,947
166,287 160,761
50,795 49,281
76,073 56,707
6,420 1,966
19,623 15,503
15,721 18,623
3,161 10,528
3,654 4,827
30,569 -
66,186 61,571
45,840 72,805
236,237 -
2,397,754 1,909,700
4,422,254 831,883
21,654 48,190
4,443,908 880,073
18,119,486 17,239,413
$ 22,563,394 $ 18,119,486
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BROOME COUNTY INDUSTRIAL DEVELOPMENT AGENCY
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010

2011 2010
Cash Flows From Operating Activities
Cash Received from Providing Services $ 7,020,106 $ 2,477,297
Cash Payments for Contractual Expenses (2,046,917)  (1,612,837)
Net Cash Provided By Operating Activities 4,973,189 864,460
Cash Flows From Non-Capital and Financing Activities:
Principal Payments on Notes Receivable 153,687 186,964
Net Cash Provided By Non-Capital and Financing Activities 153,687 186,964
Cash Flows From Capital and Related Financing Activities:
Construction in Progress (41,393) (178,663)
Purchase of Property and Equipment (5,711) -
Principal Payments on Notes Payable (3,556,939) (894,362)
Net Cash Used In Capital and Related Financing Activities (3,604,043) (1,073,025)
Cash Flows From Investing Activities:
Interest Income 21,654 51,756
Net Cash Provided By Investing Activities 21,654 51,756
Increase In Cash 1,544,487 30,155
Cash at Beginning of Year 10,375,732 10,345,577
Cash at End of Year $ 11,920,219 $ 10,375,732

See the accompanying notes to financial statements.
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BROOME COUNTY INDUSTRIAL DEVELOPMENT AGENCY

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2011 AND 2010

Reconciliation of Operating Income to Net Cash
Provided By Operating Activities:
Operating Income

Adjustments to Reconcile to Net Cash Provided By Operating Activities:

Depreciation and Amortization
Forgiveness of Grant Payable
Allowance for Doubtful Loans
Changes in Assets and Liabilities:
Accounts Receivable
Loans Receivable
Deferred Revenue
Prepaid Expenses
Accounts Payables, Security Deposits, and Other Payables and
Escrow Deposits

Net Cash Provided By Operating Activities

Supplemental Disclosures of Cash Flow Information:
Cash Paid During the Year For:
Interest

Non-Cash Activities Related to Foreclosure of Deposit Community Center
Principal Payments on Notes Receivable
Reacquistion of Property
Forgiveness of Grant Payable to USDA

See the accompanying notes to financial statements.

11

2011 2010

$ 4422254 $ 831,883
367,688 275,947

: (93,600)

(37,213) s
(153,370) (28,986)
290,681 (37,607)
100,000 (104,093)
522 (187)
(17,373) 21,103

$ 4973189 $ 864,460
$ 354397 $ 394,971
$ - $ 127,856
$ - $ 127,856
$ - % 93,600



BROOME COUNTY INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Operations - The Agency was established in May 1970, under General Municipal Law Article
18-A, to aid Broome County in promoting the economic welfare of its inhabitants and to actively promote,
attract, encourage and develop economically sound commerce and industry. The Agency advances job
opportunities through assistance in constructing, maintaining and equipping industrial, commercial,
manufacturing and research facilities. The Agency assists in the financing of projects through the sale of
industrial revenue bonds. The Agency is designed to function as a prime community resource. The
Agency is a component unit of Broome County based on the criteria set forth in GASB (Governmental
Accounting Standards Board) Statement 39, an amendment of GASB Statement 14.

The Agency exercises its mandated power and lawful authority to cause bonds to be issued, to
have the proceeds used to construct and equip facilities, to mortgage such facilities as security, and to lease
such facility for rentals sufficient to repay the bond proceeds and related interest. The bonds are special
obligations of the Agency payable solely from the revenues and receipts derived from the leasing or sale of
the underlying facility, or from enforcement of any security provided by the mortgage and assignment. In
effect, while the Agency serves as a vital conduit in arranging for the financing of construction, and is the
apparent owner of record, as a practical matter, bondholders look to the facility and to the owners of the
beneficial interests therein for ultimate satisfaction of their debt. The agreements recite that neither the
members of the Agency nor any person executing the bonds is liable personally thereon by reason of the
issuance thereof. Itis contemplated that the beneficial owners of the facility will acquire such facility for a
nominal consideration upon the termination of the lease term and the repayment of the bond issued. On a
de facto, substantive basis, the lessees of the facilities may be viewed as the owners, in an economic, if not a
formal, sense. See Schedule 4 for information on outstanding bonds.

In January 2008, the law that allowed Industrial Development Agencies to issue civic facility bonds
for non-profit sponsored projects sunset. In November 2010, the Agency received sponsorship and
approval from the County to set up a county-wide Local Development Corporation (LDC). In June 2011,
the Broome County Local Development Corporation (BCLDC) was formed in order to issue tax exempt
bonds for civic facility non-profit projects. To date, the BCLDC has had no activity.

Because of the economic interest described above, the bond liabilities and the related assets
consisting of underlying properties are not reflected in the financial statements of the Agency.

Effective January 1997, the Agency entered into an agreement with the Broome County Chamber
of Commerce to share certain administrative costs, including all payroll and related fringe benefits. The
Agency paid $525,465 and $425,606 to the Chamber for such fees during 2011 and 2010, respectively.

B. Measurement Focus, Basis of Accounting and Financial Statement Presentation - The
Agency’s financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of the related cash flows. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

The following is a summary of the significant accounting policies followed in the preparation of
the Agency’s financial statements. The accounting policies of the Agency conform to generally accepted
accounting principles in the United States of America. The Agency reports are based on all applicable
Governmental Accounting Standards Board (GASB) pronouncements as well as applicable Financial
Accounting Standards Board (FASB) Statements and Interpretations issued on or before
November 30, 1989, unless those pronouncements conflict with or contradict GASB pronouncements.
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BROOME COUNTY INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

In December 1998, GASB released Statement No. 33, “Accounting and Financial Reporting for
Nonexchange Transactions,” which revised reporting of property tax and grant revenue. In June 1999, GASB
approved Statement No. 34, “Basic Financial Statements and Management Discussion and Analysis for
State and Local Governments”. The change in financial statement presentation requires capitalization of
assets, recording of depreciation and eliminates fund reporting. The Agency has historically recorded assets
and depreciation; therefore, the significant change was the elimination of fund reporting.

C. Fee Income, Grant and Contract Support - The Agency charges a service fee for each project,
the proceeds of which is intended to be used for Agency expenses and to fund continuing operations.

D. Property and Equipment Accounting - All property and equipment acquired with grant funds
are owned by the Agency and are used in the programs for which they were purchased. There are no
reversionary interests by grantor agencies in the assets. Capital assets as defined by the Agency are assets
with an initial unit cost of $1,500 or more and an estimated life in excess of two years. Donated capital assets
are recorded at estimated fair market value at the date of the donation. The costs of normal maintenance and
repairs that do not add to the value of the asset or materially extend the asset’s life are not capitalized. Major
outlays for capital assets and improvements are capitalized as projects are constructed and depreciated when
placed in service.

Depreciation of property and equipment is provided on a straight-line basis over the following
estimated useful lives (see Note 7 for further detail).

Assets Years
Buildings 30-39
Buildings Improvements 10-20
Equipment 3-7

E. Operating Revenues and Expenses - The statement of revenues, expenses, and changes in net
assets distinguishes between operating and non-operating revenues. For this purpose, operating revenues,
such as fee and rental income, result from exchange transactions associated with the principal activities of
the Agency. Exchange transactions are those in which each party to the transaction receives or gives up
essentially equal values. Non-operating revenues arise from exchange transactions not associated with the
Agency’s principal activities (such as investment income) and from all non-exchange transactions (such as
applicable grants).

F. Net Assets - The Agency reports its net assets in three components. Net assets invested in
capital assets are equal to amounts reported for capital assets, net of related debt and accumulated
depreciation. Restricted net assets are reported when assets (net of related debt) can only be used for a
specified purpose that is established by grantors, contributors, or laws or regulations governing the Agency.
None of the Agency’s restricted net assets arise from endowments. For this reason, all restricted net assets
are considered expendable. Unrestricted net assets are all other Agency net assets that do not meet the
definitions of invested in capital assets or restricted.

G. Cash Equivalents and Investments - Cash equivalents consist of highly liquid investments
with a maturity of three months or less. Cash equivalents do not consist of Deposits Held for Others since
the Agency does not have unrestricted access to the funds, which consist of amounts held in escrow.
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BROOME COUNTY INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

H. Uncollectible Accounts - The Agency follows the policy of evaluating receivables to
adequately reserve for anticipated losses. Management believes all accounts receivable and notes are
deemed collectible. Management has established a reserve for the loans in the amount of $137,776 at
December 31, 2011 and $174,989 at December 31, 2010 for any losses that might be realized.

I. Concentration of Credit Risk - The Agency grants loans to commercial enterprises located
exclusively in the Southern Tier of New York State. The Agency conducts ongoing credit evaluations and
generally requires collateral; however, the collateral is normally subordinate to bank debt.

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

K. Elimination of Internal Activity - The Agency administers a loan program under the
Appalachian Regional Commission. The loan program allows for the reimbursement of administrative and
overhead costs incurred for the program. For the year ended December 31, 2011, the program reimbursed
operating expenses of $62,000 and; therefore, these costs have been shown as net in the statement of
revenues, expenses and changes in net assets.

L. Prepaid Expenses - Prepaid items represent payments made by the Agency for which benefits
extend beyond year-end. These items reflect costs applicable to future accounting periods and are recorded
as prepaid at the time of purchase and as an expense in the year the goods or services are consumed.

M. Subsequent Events - The Agency has evaluated events and transactions that occurred
between December 31, 2011 and March 23, 2012 which is the date the financial statements were available to
be issued, for possible disclosure and recognition in the financial statements.

NOTE 2 - FEDERAL AND STATE AID CONTINGENCIES

The Agency has received Federal and State Aid and Grants that are subject to audit by agencies of
the Federal and State governments. Such audits may result in disallowances and a request for a return of
funds to the Federal and State governments. The Agency believes disallowances, if any, will be immaterial.

NOTE 3 - CUSTODIAL CREDIT, CONCENTRATION OF CREDIT, INTEREST RATE AND FOREIGN
CURRENCY RISKS

State statutes govern the Agency’s investment policies. Agency monies must be deposited in
FDIC insured commercial banks or trust companies located within the State. Permissible investments
include obligations of the U.S. Treasury, obligations of New York State or its localities, demand accounts and
certificates of deposit.
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BROOME COUNTY INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

NOTE 3 - CUSTODIAL CREDIT, CONCENTRATION OF CREDIT, INTEREST RATE AND FOREIGN
CURRENCY RISKS (Continued)

Custodial risk is the risk that in the event of a bank failure, the Agency’s deposits may not be
returned to it. Collateral is required for demand deposits and certificate of deposits not covered by Federal
Deposit Insurance. Obligations that may be pledged as collateral are obligations of the United States and its
agencies and obligations of the State and its municipalities and school districts. GASB Statement No. 40
directs that deposits be disclosed as exposed to credit risk if they are not covered by depository insurance,
and the deposits are either:

A) Uncollateralized,

B) Collateralized with securities held by the pledging financial institution, or

C) Collateralized with the securities held by the pledging financial institution’s trust department
or agent but not in the Agency’s name.

As of December 31, 2011, the Agency’s collateral was insufficient at one of its financial institutions
by approximately $118,000. The Agency was fully collateralized by February 9, 2012. As of December 31,
2010, the Agency was fully collateralized.

The Agency’s investment policy for investments is governed by New York State statutes. As of
December 31, 2011, there were no investments held by the Agency. The Agency does not typically purchase
investments for long enough duration to cause it to believe that it is exposed to any material interest rate
risk. The Agency does not typically purchase investments in a foreign currency and is not exposed to
foreign currency risk.

NOTE 4 - LOANS RECEIVABLE

Loan transactions, as detailed in Schedule 3, are summarized as follows:

2011
Business
Development
Revolving 2010
Loan STEED Total Total
Principal Balance at January 1 $ 425166 $ 1,553,730 $ 1,978,896 $ 1,941,289
Loan Advances - 260,000 260,000 590,000
Loan Adjustments - - - 1,912
Prncipal Repayments (153,645) (397,036) (550,681) (554,305)
Balance at December 31 271,521 1,416,694 1,688,215 1,978,896
Less: Allowance for
Doubtful Loans (16,816) (120,960) (137,776) (174,989)
Current Portion (87,370) (486,792) (574,162) (704,679)
Noncurrent Portion $ 167,335 % 808,942 % 976,277 $ 1,099,228

The allowance for uncollectible loans set forth above has been provided to cover loans, which are

in arrears or are considered doubtful of collection by management.
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BROOME COUNTY INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

NOTE 5 - PROPERTY HELD FOR RESALE

The following land and development costs are being held for development and resale in
accordance with program purposes:

Broome Corporate Park - Conklin $1,379,269

NOTE 6 - NOTES RECEIVABLE

Notes receivable are summarized below:

Interest Rate Payment Maturity  Principal

JHR Realty, Inc. 7% $3,595 monthly ~ Nov.2012 $ 14,175

Broome County 4% $851 monthly April 2012 6,706

Broome County 4% $1,252 monthly  April 2012 9,871

Maple Lane LLC 4% $89,161 annual Jan. 2017 534,963

565,715

Less: Allowance for Doubtful Notes -
Current Portion (119,912)

Non-Current Portion $ 445,803

The above notes receivable with imputed interest rates were discounted at the time of the
transaction due to each note having no stated interest rate.
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BROOME COUNTY INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

NOTE 7 - PROPERTY AND EQUIPMENT

The detail of property and equipment in the accompanying statement of net assets is as follows:

Balance Balance
Capital Assets 12/31/2010 Additions Deletions 12/31/2011
Land $ 1,951,791 $ - $ - $ 1,951,791
Buildings and Improvements 10,643,748 1,764,268 12,408,016
Equipment 39,916 5,711 - 45,627
Construction in Progress 1,722,875 ~ (1,722,875) -

$ 14,358,330 $ 1,769,979 $ (1,722,875) $ 14,405434

The detail of accumulated depreciation in the accompanying statement of net assets is as follows:

Balance Balance

Accumulated Depreciation 12/31/2010 Additions Deletions 12/31/2011
Buildings and Improvements $ 2422481 $ 362,967 $ - § 2785448
Equipment 31,015 4,721 - 35,736
2,453,496 $ 367,688 $ = 2,821,184
Net Capital Assets $ 11,904,834 $ 11,584,250

During 1997, the Agency acquired approximately 41.3 acres, including a building, modular offices
and a parking lot, located in the Town of Kirkwood (Link Building). The Link Building was purchased
subject to an existing lease between CAE Link Corporation and Hughes Aircraft. Under the terms of the
purchase of the property, the Agency assumed all the rights and responsibilities of this lease with the
exception of any rental payment paid under the lease. Therefore, the seller of the property, CAE, continued
to receive the rent under the lease for the original term of the lease, as well as, the two-year renewal term
(expiring February 2000). In February 2000, the Agency entered into a lease agreement with L-3
Communications Corporation. The lease calls for $500,000 annual lease payments for years one through five,
with additional payment for space used above and beyond the minimum. For years six through ten, the
annual lease payments are $856,000. In December 2010, a three year lease extension agreement was signed
with an option to renew for (2) additional one year terms. The lease extension agreement calls for annual
lease payments for $500,000 for years one through three. L-3 Communication Corporation is responsible for
all maintenance, repairs and capital improvements. The total annual lease payments for all tenants totaled
$500,000 and $856,000 for the years ended December 31, 2011 and 2010, respectively.
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BROOME COUNTY INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

NOTE 7 - PROPERTY AND EQUIPMENT (Continued)

In March of 1997, the Agency entered into a Contract for Deed with the United States Government
for a parcel commonly known as Air Force Plant #59. This property consists of approximately 30 acres of
land on which buildings of approximately 612,000 square feet are situated. The Contract for Deed
transferred all beneficial ownership interest of the property to the Agency for the sum of $10. The U.S.
Government agreed to transfer the deed to the property at no cost to the Agency once certain environmental
matters were remediated on the property. Pursuant to this transfer, the Agency entered into a lease
agreement with the tenant of the property, Lockheed Martin Corporation. Effective September 2000,
Lockheed Martin Corporation assigned the lease to BAE SYSTEMS Controls, Inc. The term of the amended
lease was for 27 years. The amended lease required annual rental payments of $250,000 during the first
seven years, $350,000 during the second ten years and $500,000 during the third ten years. The annual rental
was held in escrow by the Agency and dedicated exclusively to fund capital repairs, capital maintenance and
capital improvements. If the tenant was to give notice of termination, which could not be less than five years
prior to the effective date, these funds became sole and exclusive property of the Agency. The tenant also
was to pay the Agency a termination fee of $2,000,000 within 30 days of the termination of the lease. In
addition to the rental payments, the tenant agreed to pay directly to the Agency as additional rent, $25,000
per year during the first 10 years and $175,000 per year during the remaining term of the lease as an
administrative and management fee. The unexpended balance of the base rent is reported as Deposits Held
for Others.

As a result of a major flood in the fall of 2011, BAE Systems Controls, Inc. sustained significant
damage well in excess of $40,000,000 to its manufacturing facility. As a result, BAE notified the Agency on
November 1, 2011 their election to terminate the lease in accordance with Section 4.1.B of the Original Lease
(as modified by Paragraph 6 of the Assignment Agreement), and (ii) notice of Tenant's election to terminate
the lease in accordance with Section 227 of Article 7, Chapter 50 of the Real Property Law of the State of New
York (“Section 227”). The Agency is working with the United States Air Force on a plan that will result in
the Air Force taking responsibility for the demolition and environment remediation of the property. During
the interim period prior to the demolition, the Agency will use the $500,000 insurance proceeds received in
2012 to moth ball and maintain security of the site. The Agency is also pursuing a planning grant that would
fund a re-use strategy for the site.

During 2002, the Agency acquired a building and all improvements on a site owned by JMI II, Inc.
The value of the building and improvements as of December 31, 2011 was $7,347,406, net of accumulated
depreciation. The building is subject to a liability to M&T Real Estate Trust. See Note 8(b).

During 2003, the Agency sold its Deposit Incubator building to the Deposit Community Center,
Inc. for $130,000. The Agency was holding a note receivable with an interest rate of 4%. Interest only
payments were made from April 2003 to June 2004. Beginning July 2004, principal and interest payments of
$788 were made through December 2004. Deposit Community Center has since defaulted on the note and
on June 22, 2010 conveyed the property back to Broome County Industrial Development Agency. The value
of the building and land included as of December 31, 2011 was $123,796, net of accumulated depreciation.

During 2005, the Agency received land, the former Anitec property, as a donation, with an
appraised value of $2,000,000. The property is located within the City of Binghamton, New York and is
approximately 33 acres in size. During 2008, the Agency sold 5.13 acres to Emerson Network Power for
$250,000. In addition, during 2008 the Agency received a $1,000,000 Capital Grant from New York State
Urban Development Corporation d/b/a/ Empire State Development Corporation (ESDC) for the
redevelopment of twenty-six acres for a business park to accommodate new businesses. The Grant was used
for a portion of infrastructure development costs at the Charles Street Business Park. The project was
completed in 2011 and the Agency received the $1,000,000 reimbursement upon providing documentation of
eligible costs which were approximately $1.76 million. The related costs are included in Buildings and
Improvements on the Statement of Net Assets.
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BROOME COUNTY INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011
NOTE 8 - NOTES PAYABLE

The Agency has the following notes payable as of December 31, 2011 and 2010:

Balance Balance
12/31/2010 Additions Retirements  12/31/2011

$ (166,183) $ 664,735
(3,390,756) 2,886,751

(a) Note Payable - Broome County $ 830918 §$
(b) Note Payable-M & T 6,277,507

$ 7,108,425 $ $ (3,556,939) $ 3,551,486

Annual debt service requirements to maturity of the bond and notes payable are as follows:

Fiscal Year Ending December 31 Principal Interest
2012 $ 470245 $ 159,075
2013 499,000 130,320
2014 529,514 99,806
2015 561,894 67426
2016 596,253 33,067
2017 and thereafter 229,845 3,142

$ 2,886,751 $ 492,836

(a) Note - Broome County, New York - As of December 31, 2008, the Agency had borrowed a
cumulative total of $1,332,910 interest free from the County of Broome for the purpose of funding payments
on bonds and mortgages related to Broome Corporate Park land acquisition and development costs. The
loan agreement did not require repayments unless cumulative revenues from the sale of Broome Corporate
Park land exceeded cumulative Park expenses, including debt service, mortgage payments, payments for
infrastructure improvements, marketing expenses, and general operating expenses directly related to
Broome Corporate Park. As of December 31, 2008, revenues exceeded expenses, causing the terms of the
agreement to be modified. During 2009, the Agency made a payment of $101,992 before the new agreement
was settled. The new note calls for repayment of the loan interest free over a five year period in equal
payments of $166,184. As of December 31, 2011 and 2010 the balance on this note was $664,735 and $830,918,
respectively.

(b) Note Payable - M&T Real Estate Trust - During 2001, the Agency entered into an assignment
of lease agreement with JMI II, Inc. (JMIII). The agreement called for the Agency to become the legal
titleholder of a building and all improvements on a site owned by JMIII. JMI II assigned a lease that it has
with Rockwell Collins Simulation & Training Solutions, LLC, f/k/a NLX, LLC for the building and
improvements to the Agency in connection with the Agency taking title to the building. The Agency has
assumed the ownership of the building. The terms of the assignment call for the mortgage to be serviced in
full from the proceeds of the rental payments from Rockwell Collins Simulation & Training Solutions, LLC.
At the end of the fifteen-year term, JMI II has an option to purchase the building back from the Agency for
$30,000 plus any remaining debt. Permanent financing was obtained in 2004 and the note payable to JMI II
was replaced with a note payable to M&T Real Estate Trust. The note payable was for $8,600,000 at 5.95% for
fourteen years, with a monthly payment of $64,960, until May 2009 when the monthly payment changed to
$74,111. After a significant payment was made on the note in 2011, the monthly payments were reduced to
$52,443. As of December 31, 2011 and 2010 the balance on this note was $2,886,751 and $6,277,507,
respectively.
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BROOME COUNTY INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

NOTE 9 - DEFERRED REVENUE

Deferred revenue represents a deposit on a sale of land received by year-end 2011, which is
applicable to the subsequent year.

NOTE 10 - LAND OPTIONS LIABILITY

In 2008, the Purchaser exercised a purchase option for land in Broome Corporate Park. The
amount received to date by the Agency would be applied to the purchase of the land. As of December 31,
2009, the Agency accumulated a $960,000 deposit and the property was expected to close in 2010. The
agreement stated if the Purchaser did not commence the development of its manufacturing building project
by August 2010, the Agency had the right to buy back the property for any amount received in excess of
$750,000. As of the date of this report the development has not started, and the purchaser has requested full
refund of the deposit money. Itis the Agency’s position that the Purchaser did not complete the purchase of
the land and as a result, did not commence the development of a manufacturing facility. Therefore, the
Agency has determined that the Purchaser has no basis to request a refund of $960,000. Litigation may be
forthcoming.

NOTE 11 - CONTINGENCIES AND COMMITMENTS

The Agency is exposed to various risks of loss related to theft of, damage to, and destruction of
assets, injuries to employees and natural disasters. These risks are covered by commercial insurance
purchased from independent third parties. Settled claims from these risks have not exceeded commercial
insurance coverage for the past two years.

NOTE 12 - LEASE
In October 2006, the Agency moved into premises owned by Broome County (the primary
government) and entered into a lease agreement, terminating on December 31, 2010. The Agency is leasing

on a month-to-month agreement. Rent expense for the years ended December 31, 2011 and 2010 was
$15,840, respectively and is included in office expense.
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SCHEDULE 1
BROOME COUNTY INDUSTRIAL DEVELOPMENT AGENCY
SCHEDULES OF CASH AND CASH EQUIVALENTS
DECEMBER 31, 2011 AND 2010

2011 2010

SCHEDULE 1 - SCHEDULES OF CASH AND CASH EQUIVALENTS
M & T Bank $ 835899 $ 579,298
Community Bank 11,039,112 9,628,150
JP Morgan Chase 41,882 41,820
Petty Cash 100 100
Citizens Bank 3,226 126,364
Total $ 11,920,219 $ 10,375,732
SCHEDULE 2

BROOME COUNTY INDUSTRIAL DEVELOPMENT AGENCY
SCHEDULES OF INVESTMENTS
DECEMBER 31, 2011 AND 2010

SCHEDULE 2 - SCHEDULES OF INVESTMENTS

There were no investments as of December 31, 2011 and 2010.

See the accompanying notes to financial statements.
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SCHEDULE 3
BROOME COUNTY INDUSTRIAL DEVELOPMENT AGENCY
SCHEDULES OF LOANS RECEIVABLE
DECEMBER 31, 2011

SCHEDULE 3 - SCHEDULES OF LOANS RECEIVABLE

Year Ended December 31, 2011

January 1, December 31,
2011 2011
Business Development Revolving Loan Principal Advances Repayments Principal

Gearcor, Inc. $ 57,374 $ - % 7334 $ 50,040
LBK Properties 15,902 - 15,902 -
Modern Marketing Concepts, Inc. 33,300 - 33,300 -
Penrose Properties, LLC 26,719 - 26,719 -
Samscreen (631 Field Street LP) 39,365 - 6,725 32,640
Sonostics, Inc. 95,481 - 33,802 61,679
VMR Electronics, LLC 63,603 - 15,327 48,276
VMR Electronics, LLC 93,422 - 14,536 78,886

Total Business Development Revolving Loan $§ 425,166 $ - $ 153645 $ 271,521

See the accompanying notes to financial statements.
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SCHEDULE 3
BROOME COUNTY INDUSTRIAL DEVELOPMENT AGENCY
SCHEDULES OF LOANS RECEIVABLE
DECEMBER 31, 2011

SCHEDULE 3 - SCHEDULES OF LOANS RECEIVABLE (Continued)

Year Ended December 31, 2011

January 1, December 31,
2011 2011
STEED Principal Advances Repayments Principal
Blenheim Pharmacal, Inc. $ 47,262 $ - % 6,688 $ 40,574
Chambers Street Developments, LLC 68,635 = 9,861 58,774
Concept Systems, Inc. 6,552 60,000 9,769 56,783
Continental Storage 14,964 - 3,762 11,202
Cortland Plastics International, LLC 57,783 - 15,720 42,063
DNB Holdings, LLC - 200,000 5,530 194,470
Devonian Stone of New York, Inc. 84,894 B 29,788 55,106
Digi Con Inc. 103,990 - - 103,990
ECM (Westcode) 23,023 - 9,107 13,916
F & T Distributing, Inc. 22,137 - 14,975 7,162
Toxus, Inc. 73,854 - 11,653 62,201
Ithaca Materials 34,723 - 34,723 -
Ithaca Produce 137,932 - - 137,932
Marathon Boat Group, Inc. 158,865 - 34,335 124,530
Regional Access, Inc 89,446 - 89,446 -
Renewable Energy Development 132,363 - 27,020 105,343
Side Hill Acres . 6,536 - 1,000 5,536
T Mitchell Holdings 19,695 - 4,069 15,626
VMR Electronics, LI.C 190,809 - 45,980 144,829
VMR Electronics, LL.C 280,267 - 43,610 236,657
Total STEED $ 1,553,730 $ 260,000 $ 397,036 $ 1,416,694
Total All Funds $ 260,000 $ 550,681 1,688,215
Less: Allowance for Doubtful Loans (137,776)
Loans Receivable $ 1,550,439

See the accompanying notes to financial statements.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
Broome County Industrial Development Agency
Binghamton, New York

We have audited the financial statements of BROOME COUNTY INDUSTRIAL DEVELOPMENT
AGENCY, a component unit of Broome County, New York, as of and for the years ended December 31, 2011
and 2010, and have issued our report thereon dated March 23, 2012. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Internal Control Over Financial Reporting

Management of Broome County Industrial Development Agency is responsible for establishing and
maintaining effective internal control over financial reporting. In planning and performing our audit, we
considered the Agency’s internal control over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Agency’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the Agency’s internal control over
financial reporting.

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

Our consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.
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Piaker & Lyons

Board of Directors
Broome County Industrial Development Agency

Compliance and Other Matters

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

This report is intended solely for the information and use of management, the Board of Directors,
others within the Agency, Broome County and New York State, and is not intended to be and should not be

used by anyone other than these specified parties.

Oru st Roong e

PIAKER & LYONS, P.C.

Binghamton, New York
March 23, 2012
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROLS

Board of Directors
Broome County Industrial Development Agency
Binghamton, New York

We have audited management’s assertion that Broome County Industrial Development Agency
maintained effective internal control over financial reporting as of December 31, 2011. The Agency’s
management is responsible for maintaining effective internal control over financial reporting, and for its
assertion of the effectiveness of internal control over financial reporting. Our responsibility is to express an
opinion on management’s assertion based on our examination.

We conducted our audit in accordance with attestation standards established by the American Institute
of Certified Public Accountants. Those standards require that we plan and perform the examination to
obtain reasonable assurance about whether effective internal control over financial reporting was maintained
in all material respects. Our audit included obtaining an understanding of internal control over financial
reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and
operating effectiveness of internal control based on the assessed risk. Our audit also included performing
such other procedures as we considered necessary in the circumstances. We believe that our audit provides
a reasonable basis for our opinion.

An entity’s internal control over financial reporting is a process affected by those charged with
governance, management, and other personnel, designed to provide reasonable assurance regarding the
preparation of reliable financial statements in accordance with accounting principles generally accepted in
the United States of America. An entity’s internal control over financial reporting includes those policies
and procedures that (1) pertain to the maintenance of records that, in a reasonable detail, accurately and
fairly reflect the transactions and dispositions of the assets of the entity, (2) provide reasonable assurance
that transactions are recorded as necessary to permit preparation of financial statements in accordance with
accounting principles generally accepted in the United States of America, and that receipts and expenditures
of the entity are being made only in accordance with authorization of management and those charged with
governance; and (3) provide reasonable assurance regarding prevention, or timely detection and correction
of unauthorized acquisition, use, or disposition of the entity’s assets that could have a material effect on the

financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent, or detect
and correct misstatements. Also, projections of any evaluation of effectiveness to future periods are subject
to the risk that controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.
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Piaker & Lyons

To the Board of Directors
Broome County Industrial Development Agency

In our opinion, management’s assertions that Broome County Industrial Development Agency
maintained effective internal control over financial reporting as of December 31, 2011 is fairly stated, in all

material respects.

We have audited, in accordance with auditing standards generally accepted in the United States of
America, the basic financial statements of the authority and our report dated March 23, 2012 expressed an

unqualified opinion.

This report is intended solely for the information and use of the Board of Directors, management,
Broome County and New York State and is not intended to be and should not be used by anyone other than

these specified parties.
\PLQ&\JLA) q NS ) QC }
PIAKER & LYONS, P.C.
Binghamton, New York
March 23, 2012
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS THAT
COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND
ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Board of Directors
Broome County Industrial Development Agency
Binghamton, New York 13901

Compliance

We have audited the compliance of BROOME COUNTY INDUSTRIAL DEVELOPMENT AGENCY
with the types of compliance requirements described in the U.S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement that could have a direct and material effect on each of its major
federal programs for the year ended December 31, 2011. Broome County Industrial Development Agency’s
major federal programs are identified in the summary of auditor’s results section of the accompanying
schedule of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts
and grants applicable to each of its major federal programs is the responsibility of Broome County Industrial
Development Agency’s management. Our responsibility is to express an opinion on Broome County
Industrial Development Agency’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence about Broome
County Industrial Development Agency’s compliance with those requirements and performing such other
procedures, as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion. Our audit does not provide a legal determination on Broome County
Industrial Development Agency’s compliance with those requirements.

In our opinion, Broome County Industrial Development Agency complied, in all material respects,
with the requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended December 31, 2011.
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Piaker & Lyons

Board of Directors
Broome County Industrial Development Agency

Internal Control Over Compliance

The management of Broome County Industrial Development Agency is responsible for establishing
and maintaining effective internal control over compliance with requirements of laws, regulations, contracts
and grants applicable to federal programs. In planning and performing our audit, we considered Broome
County Industrial Development Agency’s internal control over compliance with requirements that could
have a direct and material effect on a major federal program in order to determine our auditing procedures
for the purpose of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of Broome County Industrial Development Agency’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency, or
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility
that material noncompliance with a type of compliance requirement of a federal program will not be
prevented, or detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control over compliance that we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of the Board, management and federal
awarding agencies and pass through entities and is not intended to be and should not be used by anyone

other than these specified parties.
Peadnes¢ DN, Pe.

PIAKER & LYONS, P. C,

Binghamton, New York
March 23, 2012
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BROOME COUNTY INDUSTRIAL DEVELOPMENT AGENCY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2011

Federal Grantor/Pass Federal CFDA Grantor's Federal
Through Grantor/Program Title Number Number Expenditures
Appalachian Regional Commission
Direct Program:
STEED Revolving Loan Fund 23.011 $ 1,866,467
Total Expenditures of Federal Awards $ 1,866,467

See the accompanying notes to financial statements.
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BROOME COUNTY INDUSTRIAL DEVELOPMENT AGENCY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
NOTES
FOR THE YEAR ENDED DECEMBER 31, 2011

NOTE 1 - SIGNIFICANT ACCOUNTING POLICY

The accompanying schedule of expenditures of federal awards is a summary of the reporting
entity’s federal award programs. All federal awards are presented on an accrual basis of accounting. The
information in this schedule is presented in accordance with the requirements of OMB Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations. Therefore, some amounts presented in
this schedule may differ from amounts presented in, or used in the preparation of the financial statements.

NOTE 2 - LOANS OUTSTANDING

The reporting entity had the following loan balances outstanding at December 31, 2011. The loan
balances outstanding are also included in the federal expenditures presented in this schedule.

Federal CFDA Amount
Program Title Number Outstanding
STEED Revolving Loan Fund 23.011 $ 1,416,694

See the accompanying notes to financial statements.
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BROOME COUNTY INDUSTRIAL DEVELOPMENT AGENCY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED DECEMBER 31, 2011

Section I - Summary of Auditor’s Results

Financial Statements

Type of auditor’s report issued:

Internal control over financial reporting:
Material weakness (es) identified?
Significant deficiency (ies) identified?

Noncompliance material to financial statements
noted?

Federal Awards

Internal Control over major programs:
Material weakness (es) identified?
Significant deficiency (ies) identified

Type of auditor’s report issued on compliance
for major programs:

Any audit findings disclosed that are required
to be reported in accordance with
Section 510(a) of Circular A-133?

Identification of major programs:

CFDA Number(s)

23.011

Dollar threshold used to distinguish
Between Type A and Type B programs:

Auditee qualified as low-risk auditee?

Unqualified
yes X ___no
yes X ____none reported
yes X no
yes X no
yes X ___none reported
Unqualified

yes X no

Name of Federal Program

Steed Revolving Loan Fund

$ 300,000
X ___yes no

Section II - Financial Statement Findings

Prior Year

No matters were reported.

Current Year

No matters were reported.
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BROOME COUNTY INDUSTRIAL DEVELOPMENT AGENCY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2011

Section III -~ Federal Award Findings and Questioned Costs

Prior Year

No matters would be reported under the U.S. Office of Management and Budget (OMB) Circular A -133
Compliance Supplement.

Current Year

No matters would be reported under the U.S. Office of Management and Budget (OMB) Circular A -133
Compliance Supplement.
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