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To The Board Of Directors
Ulster County Development Corporation
Kingston, New York

Independent Auditors’ Report

We have audited the accompanying statements of financial position of Ulster County
Development Corporation (a nonprofit organization) as of December 31, 2011 and 2010, and the
related statements of activities, functional expenses, and cash flows for the years then ended. These
financial statements are the responsibility of the Organization’s management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits 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 audits 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 audits provide 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 Ulster County Development Corporation as of December 31, 2011 and 2010,
and the changes in its net assets and its 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 our report dated
March 26, 2012, on our consideration of the Organization’s internal control over financial reporting
and 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 assessing the results of our audit.
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The accompanying Management’s Discussion and Analysis, Corporation Mission and Goals
Measurement Report, and the additional reports presented on pages 3 through 9 and on pages 25
through 67 are presented for the purpose of additional analysis and are not a required part of the
financial statements. The accompanying Management’s Discussion and Analysis, Corporation Mission
and Goals Measurement Report and additional reports on pages 3 through 9 and 25 through 67 have
not been subjected to the auditing procedures applied in the audits of the financial statements and
accordingly, we do not express an opinion or provide any assurance on them.

Our audits were conducted for the purpose of forming an opinion on the financial statements as
a whole. The supplemental information, USDA Intermediary Relending Program Loan Fund Balance
Sheets and Statements of Revenues and Expenses, are presented for purposes of additional analysis and
are not a required part of the financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records
used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audits 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 to 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.

Tool Bechee p [MLrvsgmze 8% £E

Albany, New York
March 26, 2012
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2011 ANNUAL REPORT - MANAGEMENT’S DISCUSSION & ANALYSIS

Introduction

Management’s Discussion and Analysis of Ulster County Development Corporation’s (UCDC or the

Corporation) financial performance provides an overview of the Corporation’s financial activities for
the fiscal year ended December 31, 2011. Please read this report in conjunction with the UCDC 2011

financial statements. UCDC is a non-profit corporation which operates in Ulster County, New York.

UCDC is classified by the New York State Authority Budget Office as a public authority. This

summary discussion and analysis includes only the financial and general business of the Corporation.

Financial Highlights

The Corporation’s total net assets have decreased by $139,280, or 8.0% as a result of operations in
2011. (See Table 1)

In 2011, total revenues decreased by $197,061 from the end of 2010, or 31.0%. (See Table 2.)
In 2011, total expenses decreased by $129,907 from the end of 2010, or 18.0%. (See Table 2.)

Note: Pass-through type transactions were excluded in both Revenues and Expenses. $596,376
was excluded in 2011 and $518,248 in 2010.

The Corporation’s operating net assets have decreased by $129,167, or 27.6% as a result of operations
in 2011. (See Table 3.)

In 2011, operating revenues decreased by $119,157 from the end of 2010, or 10.09%.
In 2011, operating expenses decreased by $51,779 from the end of 2010, or 4.0%.

Corporation Highlights

2011 UCDC highlights include:

Assisted in facilitating retention of at least 833 jobs.

Assisted in facilitating actual hiring of at least 85 jobs.

See also activities listed in 2011 UCDC Mission and Goals Measurement Report.

Total net private contributions in 2011 increased by 52.4% over 2010 level (from $24,600 to
$37,500) due to additional fundraising efforts.

Annual Awards Dinner sponsorships were up by 47.3% (from $14,050 to $20,700) and net cash
to UCDC from the event was up 38.5% over 2010 level (from $7,000 to $9,700).
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Ulster County Development Corporation
2011 Annual Report — Management’s Discussion & Analysis

Using This Annual Report

This Annual Report consists primarily of the Statements of Financial Position, Statements of
Activities, Statements of Functional Expenses, and Statements of Cash Flows, which provide
information about the activities of the Corporation only.

These statements include all assets and liabilities using the accrual basis of accounting, which is
similar to the accounting used by most private-sector companies. All of the current year’s revenues
and expenses are taken into account regardless of when cash is received or paid. The statements report
the Corporation’s net assets and changes in them. One way to measure the Corporation’s financial
position is to look at the net assets — the difference between assets and liabilities.

Condensed Comparative Financial Statements and Analvsis

The Corporation’s net assets at the end of the 2011 were $1,595,870, a decrease of $139,280 from
$1,735,150 in 2010. Our analysis below focuses on net assets (Table 1) and the changes in net assets.
(See Table 2.)

Table 1 - Net Assets (Statements Of Financial Position)

011 2010
Total Assets $2,500,768 $2,391,261
Total Liabilities 904.898 656,111
Total Net Assets 1,595,870 1,735,150
Unrestricted Net Assets 1,402,091 423,225
Temp Restricted Net Assets 193.779 1,311,925
Total Net Assets $1.595.870 $1.735.150

Current Assets:

Cash totals at the end of 2011 were $868,899 versus $615,807 at the end of 2010. The increase in cash
was primarily from deferred revenue grants to the Ready-To-Go Fund and the Solar Industry Research
Contract payment. The Fixed Asset total at the end of 2011 was $13,960 versus $53,219 at the end of
2010. The decrease in Fixed Assets was due to depreciation of fixed assets.  The Loans Receivable
total at the end of 2011 was $880,872 versus $835,164 at the end of 2010. The increase in Loans
Receivable was due to closing on two new loans in 2011.

(4)
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Current Liabilities:

Liabilities at the end of 2011 were $904,898 versus $656,111 at the end of 2010, an increase of
$248,787 or 38%. This increase is primarily due to the new deferred revenue liability in the Ready-
To-Go fund.

Changes in Total Net Assets

Table 2 - Changes In Total Net Assets (Statements Of Activities)

2011 010
Revenues:
Charges for Services $ 340,703 $547,468
Fundraising/Contributions 72,100 58,248
Financing Income 21,157 23,749
Interest Income 850 2.406
Total Revenues 434,810 631,871
Expenses:
Operating Expenses 574,090 703,997
Non-Operating Expenses - -
Total Expenses 574,090 703.997
Decrease In Net Assets $(139.280) $ (72.126)

The Corporation’s revenues in 2011 decreased from revenues in 2010 by $197,061 (31.0%). The
decrease in Charges for Services was due primarily to reductions in Incentives Funding and Ulster
County Industrial Development Agency (UCIDA) Administrative Fees earned in 2011 as compared to
2010. The decrease in Financing Income was due primarily to fewer active loans generating
administrative fees in 2011 as compared to 2010. Expenses in 2011 decreased from expenses in 2010
by $129,907 (18%). These decreases came predominantly from reduced staff and efforts to control
spending.

Note: Pass-through type transactions were excluded in both Revenue and Expenses. $596,376 was
excluded in 2011 and $518,248 in 2010.

UCDC Operating Fund

The Assets and Liabilities reported above encompass UCDC’s Operating Fund, eight loan funds and
one advertising fund. In order to better understand the Corporation’s trends we will note here in
Table 3 the Net Assets in the UCDC Operating Fund only.

©)
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Table 3 — UCDC Operating Fund Net Assets

2011 010
Total Assets $ 346,040 $477,920
Total Liabilities 6.398 9,111
Total Net Assets 339,642 468,809
Unrestricted Net Assets 468,809 378,865
Temp Restricted Net Assets - 88,640
Net Income (Loss) $(129,167) $ 1304

The change in Net Assets was ($129,167). Depreciated equipment accounted for ($44,245). Savings
in expenses of $114,716 against the planned budget was insufficient to offset shortfalls in revenue
totaling ($199,638) against the planned budget. The revenue shortfall against the planned budget was
primarily caused by shortfalls in: Incentive Funding ($169,750), Contributions and Fundraising
($20,900), and an Administrative Fee for Shovel Ready slipping to 2012 ($10,000). Other revenue
items came in marginally above and below the planned budget.

Economic Factors and Next Year’s Budget

One of the most important questions asked about the Corporation’s finances is, “Are the financials
transparent and accurate”. The financial records are a matter of public record under the Freedom of
Information Law and are therefore transparent. In addition, the Corporation’s website provides access
into the Corporation’s budget, Board of Directors, and policies.

The 2012 UCDC budget was based primarily on 2011 levels, with adjustments based on reduced
funding from Ulster County, and the modifications of strategic priorities necessitated by that funding
reduction. As funding from Ulster County is 65% of our budget, further cuts would raise sustainability
concerns. The 2012 budget requires no draw on prior year’s cash, provided the budget fundraising
target is realized.

Contacting UCDC Financial Administrator

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a
general overview of the Corporation’s finances and to show the Corporation’s accountability for the
money it receives. If you have questions about this report or need additional financial information,
contact the Ulster County Development Corporation, 5 Development Court, Kingston, New York
12401.

(6)
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2011 CORPORATION MISSION AND GOALS MEASUREMENT REPORT

Name of Corporation:
Ulster County Development Corporation (UCDC)

Corporation’s Mission Statement:

The mission of the Ulster County Development Corporation is to promote quality jobs and business in
Ulster County.

List of Performance Goals and Measurement of Progress in Meeting Goals:
1. Retain 100 jobs

In 2011 UCDC assisted in the facilitation of retaining at least 833 jobs in Ulster County, of which
seven are expected to qualify as “quality jobs” retained with the “significant efforts” of UCDC for
purposes of UCDC’s incentive compensation contract with Ulster County. All the retained jobs
involved active UCDC efforts (IDA or RLF or other financing and/or incentives given or offered) with
companies in niche manufacturing, health care, and educational services. The retention of a substantial
number of additional jobs was supported by regular business support and problem-solving by UCDC
staff. The kinds of problems addressed included permitting, licenses, financing/cash flow, market
challenges, and others.

2. Create 100 jobs

In 2011 UCDC assisted in the facilitation of creating at least 85 jobs in Ulster County, of which 25 are
expected to qualify as “quality jobs™ created with the “significant efforts” of UCDC for purposes of
UCDC’s incentive compensation contract with Ulster County. All of these created jobs were actually
hired with active UCDC efforts (IDA or RLF or other financing and/or incentives given or offered)
with companies in niche and solar manufacturing, hospitality, financial services, and other sectors.

3. Advance the development of three shovel ready sites (two to completion, one in process).

In 2011 UCDC facilitated the advancement of three shovel ready sites: TechCity (support for GEIS,
which was approved), the Town of Marlboro (road infrastructure bonding in support of industrial zone;
construction was completed), and the Saugerties King’s Highway Corridor Sewer and Water
Infrastructure Bonding (construction was completed). In addition, UCDC supported development of
the Ulster County Ready-To-Go Program (with UCIDA, Ulster County Executive/Ulster County
Planning Department, Ulster County Legislature, and Central Hudson — will support pre-permitting for
industrial buildings on shovel ready sites; $148,000 in funding is in place).

()
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4. Support key industry clusters, including solar/green, ag-business, arts/creative/innovation economy,
niche manufacturing, and tourism/hospitality.

Facilitated events and projects in all these sectors:

- At least seven solar/green retention/expansion/recruitment efforts.

- At least nine ag-business meetings, events, problem-solving, and
retention/expansion/recruitment efforts.

- At least four creative economy/arts meetings, events, problem-solving, and
retention/expansion/recruitment efforts.

- At least seven niche manufacturing and technology/info/knowledge-based
retention/expansion/recruitment efforts.

- At least six tourism/hospitality retention/expansion/recruitment efforts.

5. Increase visibility of, and support for, Ulster County economic development.

Expanded visibility of Ulster County development in media interviews/articles and talks. UCDC was
mentioned in at least 22 media articles in 2011. UCDC has received unsolicited compliments from five
Ulster County employers. Utilized UCIDA project financing and incentives tools in two projects
closed: (Mid-Hudson Valley Federal Credit Union branch facility and Central Hudson new substation)
and one revolving loan project (Costas & Tate Insurance Agency). Strengthened UCDC operational
efficiency by effecting administrative cost savings. UCDC referred at least 169 businesses to the Mid-
Hudson Valley Small Business Development Center for business counseling services. Reported
regularly to Ulster County Legislature on UCDC activities.

6. Advocate for economic development.

Advocated for economic development with public at county and local level and with officials at local,
county, state, and federal levels. Held or participated in 11 well-attended public forums discussing
aspects of business or economic development.

Additional questions regarding 2011 measurement of UCDC progress against mission and
performance goals:

1. Have the Board members acknowledged that they have read and understood the mission of the
Corporation?

Yes

2. Who has the power to appoint the management of the Corporation?

The UCDC Board appoints its management.

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

The Board appoints management at this time based on those best qualified to administer an economic
development organization in Ulster County, New York. At this time, UCDC has no formal policy on
appointment of management.

(8)
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4. Briefly describe the role of the Board and the role of management in the implementation of the
mission.

The Board of UCDC sets policies and overall strategy for the Corporation, appoints and oversees
management and financial operations and controls — all in support of its mission and goals.

The management of UCDC promotes and administers its services, operations, finances, contracts, and
projects in support of its mission and goals and in accordance with the strategy, direction, and policies
established by the Board.

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

The Board is well aware of each of the responses to these questions, but as of now its members have
not formally certified that they have read and understood them.

©)



ULSTER COUNTY DEVELOPMENT CORPORATION

Statements Of Financial Position
December 31

Assets
Current assets:
Cash and cash equivalents (Note 2)
Accounts receivable
Loans receivable - current portion, net
Due from Ulster County - restricted (Note 6)
Prepaid expenses

Total current assets

Loans receivable - non current portion, net
Property and equipment, net (Note 3)

Total Assets

Liabilities And Net Assets

Current liabilities:
Accounts payable
Current portion of long-term debt (Note 4)

Total current liabilities

Noncurrent liabilities:

Long-term debt (Note 4)
Deferred revenue

Total noncurrent liabilities

Total liabilities

Net assets:
Unrestricted (Note 7)
Temporarily restricted (Note 8)

Total net assets

Total Liabilities And Net Assets

The accompanying notes are an integral part of these financial statements

(10)

2011 2010
$ 868,899 $ 615,807
204,767 293,790
117,760 97,208
520,262 582,905
12,008 10,376
1,723,696 1,600,086
763,112 737,956
13,960 53,219
$ 2,500,768 $ 2,391,261
§ 112,557 § 716
75,184 75,055
187,741 75,771
519,157 580,340
198,000 -
717,157 580,340
904,898 656,111
1,402,091 423,225
193,779 1,311,925
1,595,870 1,735,150
$ 2,500,768 $ 2,391,261




7 ULSTER COUNTY DEVELOPMENT CORPORATION
Statements Of Activities

For The Years Ended December 31

Unrestricted net assets:
Unrestricted support and revenues:
Support:
Contributions
Contributed services

Total support

Revenues:
Contract and administrative fees
Annual awards event
Interest on loans
Annual awards event - in-kind
Late fees collected
Website sponsorship
Interest on deposits
Miscellaneous income

Total revenues
Total unrestricted support and revenues '

Operating expenses:

Program services
Supporting services:

Fundraising
Management and general

Total operating expenses
Operating loss
Net assets released from restrictions
Net increase (decrease) in unrestricted net assets

Temporarily restricted net assets:

Interest on loans

Miscellaneous

Interest on deposits

Late fees collected

Net assets released from restrictions

Net increase (decrease) in temporarily restricted net assets

Decrease in net assets

Net assets - beginning

Net Assets - Ending

2011 2010

$ 37,500 $ 24,600
11,040 11,040
48,540 35,640
920,082 1,037,658
34,600 33,648
19,257 21,389
4,000 3,500
1,246 1,581
1,000 1,625

754 2,081

379 11,893
981,318 1,113,375
1,029,858 1,149,015
1,059,488 1,097,344
55,746 65,962
55,232 58,939
1,170,466 10222245
(140,608) (73,230)
1,119,474 783
978,866 (72,447)
654 772

578 -

96 325

- 7
(1,119,474) (783)
(1,118,146) 321
(139,280) (72,126)
1,735,150 1,807,276

$ 1,595,870 $ 1,735,150

The accompanying notes are an integral part of these financial statements



ULSTER COUNTY DEVELOPMENT CORPORATION |

Statement Of Functional Expenses

For The Year Ended December 31, 2011

Management
Program And General Fundraising Total
Personnel services:
Salaries $ 281,680 $ 15,649 $ 15,649 § 312,978
Fringe benefits and payroll taxes 37,673 2,093 2,093 41,859
Total personnel services 319,353 17,742 17,742 354,837
Other expenses:
Contractual expense 315,332 - - 315,332
Other operating expenses 262,500 - - 262,500
Annual awards event expense - - 28,900 28,900
Occupancy expenses 19,918 1,107 1,107 22,132
Dues and subscriptions - 22,089 - 22,089
Marketing and advertising 19,184 - 2,132 21,316
Professional fees 15,681 5,227 - 20,908
Equipment maintenance and repairs 14,613 812 812 16,237
Contributed services 9,936 1,104 - 11,040
Telephone 9,642 536 536 10,714
Office supplies 7,933 441 441 8,815
Real Estate Development 7,500 - - 7,500
Interest 7,434 - - 7,434
Insurance - 5,223 - 5,223
Travel 4,595 255 255 5,105
Promotions - - 3,500 3,500
Conferences and meetings 905 50 50 1,005
Postage 903 50 50 1,003
Underwriting fees 400 - - 400
Personnel search - 375 - 375
Ulster showcase 368 - - 368
Bad debt recovery (511) - - (511)
Total other expenses 696,333 37,269 37,783 771,385
Total expenses before depreciation 1,015,686 55,011 55,525 1,126,222
Depreciation 43,802 221 221 44,244
Total Expenses $ 1,059,488 § 55232 § 55746 $ 1,170,466

The accompanying notes are an integral part of these financial statements
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ULSTER COUNTY DEVELOPMENT CORPORATION
Statement Of Functional Expenses

For The Year Ended December 31, 2010

Management
Program And General Fundraising Total

Personnel services:
Salaries $ 316,577 % 17,587 $ 17,587 § 351,751
Fringe benefits and payroll taxes 29,115 1,618 1,618 32,351
Total personnel services 345,692 19,205 19,205 384,102

Other expenses:

Contractual expense 450,000 - - 450,000
Other operating expense 50,208 - - 50,208
Bad debt expense 67,755 - - 67,755
Annual awards event expense - - 28,912 28,912
Professional fees 21,430 7,144 - 28,574
Dues and subscriptions - 22,405 - 22,405
Occupancy expenses 19,918 1,107 1,107 22,132
Equipment maintenance and repairs 15,445 858 858 17,161
Marketing and advertising 15,173 - 1,686 16,859
Promotions - - 13,462 13,462
Telephone 10,502 583 583 11,668
Contributed services 9,936 1,104 - 11,040
Travel 8,790 488 488 9,766
Interest 8,650 - - 8,650
Office supplies 7,248 403 403 8,054
Conferences and meetings 5,340 297 297 5,934
Insurance - 4,569 - 4,569
Postage 529 29 29 587
Training 500 - - 500
Ulster showcase 495 - - 495
Personnel search - 375 - 375
Underwriting fees 300 - - 300
Public relations 140 - 140 280
Total other expenses 692,359 39,362 47,965 779,686
Total expenses before depreciation 1,039,473 58,646 65,669 1,163,788
Depreciation 57,871 293 293 58,457
Total Expenses $ 1,097,344 $ 58939 $ 65962 $ 1,222.245

The accompanying notes are an integral part of these financial statements

(13)



ULSTER COUNTY DEVELOPMENT CORPORATION

Statements Of Cash Flows

For The Years Ended December 31

Operating activities:
Decrease in net assets
Adjustments to reconcile decrease in net assets
to net cash flows from operating activities:
Depreciation
Changes in allowance for bad debts
Write off of loan receivables
Changes in operating assets and liabilities:
Accounts receivable
Due from Ulster County
Prepaid expenses
Accounts payable
Deferred revenue

Net cash flows from operating activities

Investing activities:
Principal amounts loaned on notes receivable
Principal payments received on notes receivable
Capital expenditures

Net cash flows for investing activities

Financing activities:
Note payable principal repayments
Notes payable borrowings
Net cash flows for financing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents - beginning

Cash And Cash Equivalents - Ending

Supplemental disclosures of cash flows information:

Interest Paid

2011 2010
$ (139,280) $ (72,126)
44,244 58,457
550 (90,820)

- 175,119

89,023 (46,133)
62,643 29,527
(1,632) 3,190
111,841 (36,051)
198,000 ;
365,389 21,163
(170,000)  (475,000)
123,742 178,304
(4,985) -
(51,243)  (296,696)
(75,054)  (44,405)
14,000 :
(61,054)  (44,405)
253,002  (319,938)
615,807 935,745

$ 868,899 $ 6153807
$ 7434 $ 8,650

The accompanying notes are an integral part of these financial statements



ULSTER COUNTY DEVELOPMENT CORPORATION

Notes To Financial Statements

Note 1: Summary Of Significant Accounting Policies

Background information - Ulster County Development Corporation (the Organization)
promotes job growth, economic development and community revitalization for Ulster County by
unified regional and national marketing and provides business financing through a variety of
countywide and municipal revolving loan funds.

The following is a description of the major funds administered by the Organization:

CDBG - Includes the activities of Community Development Block Grants revolving loan fund
which provides loans below $75,000 to businesses to create and retain jobs in Ulster County.

Section 108 - Includes the HUD Section 108 Loan Guarantee Program activities which provide
loans within the range of $75,000 to $750,000 to businesses for development and job creation
in Ulster County.

Tech City Fund - Includes the activities for analysis of the physical plant infrastructure, real
estate, and economic factors to determine a plan to market the Tech City business park located
in Ulster County for resale or full occupancy.

Ready-To-Go Fund - UCDC is the fiscal agent for the Ulster County Ready-To-Go Program, a
joint activity of UCDC with Ulster County, Central Hudson, and the Ulster County Industrial
Development Agency (UCIDA). The Program seeks site plan approval on several sites
throughout Ulster County for industrial buildings. Up to one half of the engineering and
planning costs of these approvals will be offset through the Program with funding contributed
by Central Hudson and the UCIDA. Preferred sites will have appropriate zoning (industrial or
commercial) or a comprehensive plan that identifies it as in a priority growth zone, acreage
sufficient to accommodate a high bay structure of at least 40,000 square feet, water and sewer
to site or at least within % mile, and supportive host municipalities.

Telecommunications Fund - Provides financial assistance up to $100,000 to communities,
developers, facility owners, and businesses with existing buildings having limited potential due
to lack of current telecommunications infrastructure or high-speed internet access.

USDA Intermediary Relending Program Loan Fund - Provides loans to small businesses at low
rates of interest for part of their financing needs. The program will lend up to 16% of a total
project cost and another 14% in matching loan funds from the Revolving Loan Funds in
conjunction with conventional lending sources for eligible projects. At least 50% of the project
must come from either the applicant or a conventional lending source.

Other activities include business retention, expansion, recruitment, and incubation, site
searches, marketing, and sector initiatives.

(15)



ULSTER COUNTY DEVELOPMENT CORPORATION

Notes To Financial Statements

Note 1: Summary Of Significant Accounting Policies (Continued)

Basis of Presentation - The accompanying financial statements have been prepared on the
accrual basis of accounting in accordance with accounting principles generally accepted in the United
States of America. Net assets and revenues, expenses, gains, and losses are classified based on the
existence of donor-imposed restrictions. Accordingly, net assets of the Organization and changes
therein are classified and reported as follows:

Unrestricted net assets - Net assets that are not subject to donor-imposed stipulations.

Temporarily restricted net assets - Net assets subject to donor-imposed or contractual
stipulations that may or will be met, either by actions of the Organization and/or the passage
of time. When a restriction expires, temporarily restricted net assets are reclassified to
unrestricted net assets and reported in the statements of activities as net assets released from
restrictions.

Permanently restricted net assets - Net assets subject to donor-imposed stipulations that they
be maintained permanently by the Organization. Generally, the donors of these assets
permit the Organization to use all or part of the income earned on any related investments
for general or specific purposes.

Cash equivalents - Cash equivalents consist of certificates of deposit with maturities of 90 days
or less and money market funds stated at cost plus accrued earnings which approximate market value.

Accounts receivable - Substantially all of the accounts receivable are considered collectible.
Accordingly, no allowance for doubtful accounts is required. If it is probable amounts are
uncollectible, they are charged to operations and an allowance is established when that determination is
made.

Loans and allowance for loan losses - Accounts, pledges, and loans receivable are recorded net
of an allowance for expected losses. The allowance for doubtful accounts at December 31, 2011 and
2010 was $17,593 and $17,043, respectively. Loans are considered uncollectible if full principal or
interest payments are not anticipated in accordance with contractual terms. The Organization’s
practice is to write-off any loan or portion of a loan when the loan is determined by management to be
uncollectible due to the borrower’s failure to meet repayment terms or the borrower’s deteriorating or
deteriorated financial condition. Interest on loans is recognized over the term of the loan and is
calculated using the simple-interest method on principal amounts outstanding.

(16)



ULSTER COUNTY DEVELOPMENT CORPORATION

Notes To Financial Statements

Note 1: Summary Of Significant Accounting Policies (Continued)

Contributions - Contributions (included in support on the statements of activities) are
recognized when received or in the period of intended use as specified by the donor. All contributions
are considered to be available for unrestricted use unless specifically restricted by the donor.

Donated products and services - Donations of products and services that create or enhance non-
financial assets or require specialized skills, are provided by individuals possessing those skills, and
would typically need to be purchased if not provided by donation, are recorded at their values in the
period received. At both December 31, 2011 and 2010, the Organization recognized $11,040 in a
donated software license.

Functional expenses - The costs of providing various programs and other activities have been
summarized on a functional basis in the statements of activities. Accordingly, certain costs have been
allocated among the programs and supporting services benefited.

Depreciation - The cost of property and equipment is depreciated over the useful lives of the
related assets using the straight-line method. The Organization capitalizes fixed assets with an
estimated useful life of greater than one year and a cost of greater than $500.

Income taxes - The Organization is exempt from federal income taxes under Section 501(c)(3)
of the Internal Revenue Code. Tax positions are evaluated and recognized in the financial statements
when it is more-likely-than-not that the position will be sustained upon examination by tax authorities.

Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. The application of these accounting principles involves the
exercise of judgment and use of assumptions as to future uncertainties and, as a result, actual results
could differ from these estimates. The Organization periodically evaluates estimates and assumptions
used in the preparation of the financial statements and makes changes on a prospective basis when
adjustments are necessary.

Presentation - Certain reclassifications, when applicable, are made to the prior year financial

statement presentation to correspond to the current year’s format. Reclassifications, when made, have
no effect on net assets and changes in net assets.
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ULSTER COUNTY DEVELOPMENT CORPORATION

Notes To Financial Statements

Note 2: Cash And Collateral

The following is a summary of cash as included in the statements of financial position at
December 31:

011 010
Current assets:
UCDC Operating Funds $237.774 $130.,493
Grant and Loan Funds:
Shovel Ready Fund 198,296 275
Telecommunications Fund 166,581 163,207
Community Development Grant Program 155,621 207,235
USDA Intermediary Fund 88,917 90,008
Section 108 Loan Fund 19,031 19,261
Revolving Loan Fund 2,329 3,328
Tech City Fund 350 2.000
Total Grant and Loan Funds 631,125 485,314
Total $868.899 $615.807

At December 31, 2011, the carrying amount of the Organization’s deposits, including cash is
$868,899. The insured and collateral status of the year end bank balances are as follows:

Status of bank balance:
Covered by federal deposit insurance $492,276
Collateralized with securities held by the pledging
financial institution 390,589
Total Bank Balance $882.865
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ULSTER COUNTY DEVELOPMENT CORPORATION

Notes To Financial Statements

Note 3: Property And Eguipment

Property and equipment, stated on the statements of financial position at cost less accumulated
depreciation, at December 31 consist of:

2011 2010
Accumulated Accumulated
Item Cost Depreciation Cost Depreciation
Equipment - grant related $352,485 $352,485 $352,485 $314,201
Vehicle and office equipment 70,567 56,607 73.289 58.354
423,052 $409.092 425,774 $372.555
Less: accumulated depreciation 409.092 372.555
Total $ 13,960 $ 53.219

Note 4: Long-Term Debt

The Organization grants loans to businesses which are funded through the Community
Development Block Grants and the HUD Section 108 Loan Guarantee Program. The primary objective
of the Programs is to encourage business expansion and create employment within the County. Interest
rates vary but are always below the prime lending rate. Loans are generally secured by liens on real
property and security interests in other business assets.

Long-term debt at December 31 consists of:

N
ok
sk
b
<
ey
o=

The Organization administers loan guarantee assistance involving
permanent and interim loans from the United States Department of
Housing and Urban Development (HUD) under the Section 108
Program. Until trust certificates guaranteed by HUD are sold in a
public offering, the Organization pays interest only on the interim loan
based on the three month London Interbank Offered Rate (LIBOR) plus
20 basis points. The loans include both permanent and temporary
financing. Permanent financing as of December 31, 2011 and 2010
totaled $91,000 and $104,000, respectively. The interim loan totals on
December 31, 2011 and 2010 were $483,000 and $543,000,
respectively. $574,000 $647,000
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ULSTER COUNTY DEVELOPMENT CORPORATION

Notes To Financial Statements

Note 4: Long-Term Debt (Continued)

2011 2010
The Organization administers loans from the USDA Intermediary
Relending Program. The Organization pays interest only at 1% until
2014. 14,000 -
Vehicle loan payable to a bank, due December 2014, in monthly
payments of $209 including interest at a rate of 6%, secured by the
vehicle. 6.341 8.395
594,341 655,395
Less: current portion 75.184 75.055
Long-Term Portion $519.157 $580.340
Maturities of long-term debt are as follows:
2012 $ 75,184
2013 75,318
2014 74,839
2015 73,000
2016 73,000
Thereafter 223.000
Total 594,341

Note 5: Concentration Of Support

The Organization receives approximately 74% of its support and revenue from the County of
Ulster and Ulster County Industrial Development Agency.

Note 6: Due From Ulster County

At December 31, 2011 and 2010, the Organization had a total balance of $520,262 and
$582,905, respectively, due from Ulster County for amounts loaned from HUD for a Section 108
Guaranteed Loan. The amount is restricted and may only be used to pay back current outstanding
HUD loans or to issue new Section 108 loans.
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ULSTER COUNTY DEVELOPMENT CORPORATION

Note 7: Unrestricted Net Assets

A summary of unrestricted activity for the years ended December 31 consists of:

Ulster County Development
Corporation

USDA Intermediary

108 Funds 2.5M

108 Funds 2M

Revolving Loan Fund

CDBG Funds 1996

CDBG Funds 1998

Tech City

Total

Ulster County Development
Corporation

USDA Intermediary

108 Funds 2.5M

108 Funds 2M

Revolving Loan Fund

CDBG Funds 1996

CDBG Funds 1998

Total

Notes To Financial Statements

2011
Balance Balance
January 1, December 31,
2011 Activity Reclassifications 2011
$ 380,169 $(129,166) $ 88,640 $ 339,643
90,008 4,287 - 94,295
47,139 (155) - 46,984
30,409 5 - 30,414
3,328 (999) - 2,329
(114,047) (10,116) 607,413 483,250
(13,781) (2,814) 421,421 404,826
- (1,650) 2,000 350
$ 423225 $(140,608) $1,119474 $1.402.091
2010
Balance Balance
January 1, December 31,
2010 Activity Reclassifications 2010
$ 378,868 $ 1,301 $ - $ 380,169
- 90,008 - 90,008
46,227 912 - 47,139
30,392 17 - 30,409
19,306 (15,978) - 3,328
(41,371) (72,676) - (114,047)
62.250 (76,031) - (13.781)
$ 495,672 $ (72.447) $ - $§ 423225
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ULSTER COUNTY DEVELOPMENT CORPORATION

Notes To Financial Statements

Note 8: Temporarily Restricted Net Assets

A summary of temporarily restricted activity for the years ended December 31 consists of:

2011
Balance Balance
January 1, December 31,
2011 Activity Reclassifications 2011
Telecommunications $ 192,176 $1,307 $ - $ 193,483
Ready-To-Go Fund 275 21 - 296
CDBG Funds 1996 607,413 - (607,413) -
CDBG Funds 1998 421,421 - (421,421) -
Net value of equipment
purchased with
restricted assets 88,640 - (88,640) -
Tech City 2.000 - (2,000) -
Total $1.311,925 $1,328 $(1,119.474) $ 193,779
2010
Balance Balance
January 1, December 31,
2010 Activity Reclassifications 2010
Telecommunications $ 191,072 $1,104 $ - $ 192,176
Ready-To-Go Fund 275 - - 275
CDBG Funds 1996 607,413 - - 607,413
CDBG Funds 1998 421,421 - - 421,421
Net value of equipment
purchased with
restricted assets 88,640 - - 88,640
Tech City 2,783 783 - 2,000
Total $1,311,604 $ 321 $ - $1,311,925
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ULSTER COUNTY DEVELOPMENT CORPORATION

Notes To Financial Statements

Note 9;: Related Parties

The Organization administers the funds of Ulster County Industrial Development Agency
(UCIDA). As the administrator, it receives a base amount plus a share of fees charged when projects
are closed through its activities if that amount is in excess of the base fee. Included in administrative
fees for 2011 and 2010 were fees totaling $85,000 for each year.

The Organization also administers the funds of the Ulster County Capital Resource Corporation
(UCCRC). As the administrator, it receives all fees paid to the UCCRC in a given calendar year, once
the total UCCRC and UCIDA fees for the calendar year exceeds $170,000. After that $170,000
threshold has been reached, each of the parties will receive 50% of the administrative fees paid to the
UCCRC. Included in administrative fees and accounts receivable at December 31, 2011 and 2010 was
$-0- and $32,000, respectively, of administrative fees due from UCCRC.

Note 10: Operating Lease

The Organization leases office equipment under a 48-month operating lease requiring monthly
payments of approximately $104. The current lease expires in December 2012.

Future minimum lease payments under the operating lease are as follows:

2012 $1.245

Note 11: Commitments And Contingencies

Government grants received are subject to audit and adjustment by the funding agency or its
representatives. If grant revenues are received for expenditures which are subsequently disallowed,
Ulster County Development Corporation may be required to repay the revenues to the funding agency.
During 2005, it became apparent that certain terms of an agreement between the New York State
Department of Economic Development and Ulster County Development Corporation for the purchase
of equipment to benefit a local manufacturing corporation were not being entirely met. Under the
terms of the agreement, the State has ceased advancing additional payments of this grant until all terms
and conditions are satisfied. As of December 31, 2006, $352,485 was advanced for the purchase of
equipment against a total grant, not to exceed $500,000. Per a letter from Empire State Development,
dated January 16, 2007, the State had decided to cease the advance of further funds due to terms that
were not being met in the contract. Ulster County Development Corporation must still maintain title to
the equipment until the end of the term (March 15, 2014), but there is no current requirement to return
any of the funds advanced for this project back to the State.
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ULSTER COUNTY DEVELOPMENT CORPORATION

Notes To Financial Statements

Note 11: Commitments And Contingencies (Continued)

The Organization follows the guidance for uncertainty in income taxes. As of December 31,
2011, the Organization believes that it has appropriate support for the income tax positions taken and
to be taken on its returns based on an assessment of many factors including experience and
interpretations of tax laws applied to the facts of each matter. The Organization has concluded that
there are no significant uncertain tax positions requiring disclosure, and there are no material amounts
of unrecognized tax benefits. The Organization is no longer subject to federal, state, or local income
tax examination by tax authorities for years before 2008.

Note 12: Subsequent Events

Subsequent events have been evaluated through March 26, 2012, which is the date the financial
statements were available to be issued.
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Schedule I
ULSTER COUNTY DEVELOPMENT CORPORATION

USDA Intermediary Relending Program Loan Fund
Balance Sheets

December 31

2011 2010
Current assets:
Cash and cash equivalents $ 88917 $ 90,008
Loan receivable - current portion 2,552 -
Total current assets 91,469 90,008
Loan receivable - noncurrent portion 16,826 -

Total Assets $ 108,295 § 90,008
Current liabilities:

Current portion of long-term debt $ 14,000 $ -
Net assets:

Unrestricted 94,295 90,008

Total Liabilities And Net Assets $ 108,295 $ 90,008

USDA Intermediary Relending Program Loan Fund
Statements Of Revenues And Expenses
For The Years Ended December 31
2011 010
Unrestricted net assets:
Unrestricted support and revenues:

Grants $ 4,000 $ 90,000
Revenues:

Interest 287 8
Total unrestricted support and revenues 4,287 90,008
Increase in net assets 4,287 90,008
Net assets - beginning 90,008 -

Net Assets - Ending $ 94295 § 90,008




Teal, Becker & Chiaramonte, CPAs, P.C. ¢ Est. 1971 7 Washington Square, Albany, NY 12205
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Report On Internal Control Over Financial Reporting And
On Compliance And Other Matters Based On An Audit Of
Financial Statements Performed In Accordance With
Government Auditing Standards

The Board of Directors
Ulster County Development Corporation

We have audited the financial statements of the Ulster County Development Corporation (the
Organization) as of and for the year ended December 31, 2011, and have issued our report thereon
dated March 26, 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

In planning and performing our audit, we considered the Organization’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 Organization’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the Organization’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 a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the Organization’s financial statements will not be prevented, or detected and
corrected on 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 was not designed to 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.

 Firm Member of CPAmerica International

Members: AICPA and New York State Saciety of Certified Public Accountants




Ulster County Development Corporation
Page Two

Compliance And Other Matters

As part of obtaining reasonable assurance about whether the Organization’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 that
are required to be reported under Government Auditing Standards.

We noted certain matters that we reported to management of the Organization in a separate
letter dated March 26, 2012.

This report is intended solely for the information and use of management of the Organization
and is not intended to be and should not be used by anyone other than these specified parties.

Albany, New York
March 26, 2012



