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INDEPENDENT AUDITORS’ REPORT

To the Chairperson and Board of the
- Montgomery County Industrial Development Agency
Fonda, New York

We have audited the accompanying basic financial statements of the Montgomery County Industrial Development
Agency, a public benefit corporation, a component unit of the County of Montgomery, New York, as of and for the
year ended December 31, 2010, as listed in the table of contents. These basic financial statements are the
responsibility of the Agency’s management. Our responsibility is to express an opmlon on these basic 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 basic financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management as well as evaluatmg the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the basic financial statements referred to above present fa1rly, 1n all material respects, the financial
position of Montgomery County Industrial Development Agency at December 31, 2010, and the results of its
operations and its cash flows for the year then ended in conformity with U.S. generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated March 10, 2011, on our
consideration of the Montgomery 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 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 audlt

Accounting principles generally accepted in the United States of America requlre that the management’s discussion on
pages 2 through 9 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 St%lndards 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 requn‘ed supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements and other knowledge we obtained during our
audit of the basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opmlon or provide any
assurance.

97 North Main St., PO Box 1219, Gloversville, NY 12078-0354 ®™ 511 Broadway, Sératoga Springs, NY 12866
www.westcpapc.com



Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
Montgomery County Industrial Development Agency s financial statements as a whole. The introductory section is
presented for purposes of additional analysis and is not a required part of the financial statements. In our opinion, the
information is fairly stated in all material respects in relation to the financial statements as a whole. The introductory
section has not been subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we do not express an opinion or provide any assurance on them. The supplemental information on pages
22-25 is presented for purposes of additional analysis and is not a required part of the basic financial statements of the
Montgomery County Industrial Development Agency. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

wesT 38 Conu’l?nj CPAs L.

Gloversville, New York
March 10, 2011



MONTGOMERY COUNTY INDUSTRIAL DEVELOPMENT AGENCY
MANAGEMENT’S DISCUSSION AND ANALYSIS

FOR THE YEAR ENDED DECEMBER 31, 2010

The following is a narrative overview and analysis of the financial activities of Montgomery County Industrial
Development Agency (IDA or Agency) for the fiscal year ended December 31, 2010. This discussion is intended to
serve as an introduction to the Agency’s basic financial statements, which immediately follow this section. The basic
financial statements have the following components: (1) management’s discussion and analysis (MD&A), (2) Agency-
wide financial statements, (3) notes to the financial statements and (4) supplemental schedules.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts: MD&A (this section), the basic financial statements and required
supplementary information. The basic financial statements include two statements that are Agency-wide financial
statements that provide both short-term and long-term information about the Agency’s overall financial status.

Agency-Wide Statements

The Agency-wide statements report information about the Agency as a whole using accounting methods similar to
those used by private-sector companies. The statement of net assets includes all of the Agency’s assets and liabilities.
All of the current year’s revenues and expenses are accounted for in the statement of activities regardless of when cash
is received or paid.

The two Agency-wide statements report the Agency’s net assets and how they have changed. Net assets — the
difference between the Agency’s assets and liabilities — is one way to measure the Agency’s financial health or
position.

¢ Over time, increases or decreases in the Agency’s net assets are an indicator of whether its financial position is
improving or deteriorating, respectively.

e To assess the Agency’s overall health, you need to consider additional nonfictional factors such as changes in
the New York State government, labor forces and land availability.

I. BACKGROUND

A. General

The Montgomery County Industrial Development Agency (IDA or Agency) was created in 1970 by an act of -
the New York State Legislature. The IDA is a corporate governmental agency constituting a public benefit
corporation. The law that authorized the creation of Industrial Development Agencies in New York State
states that the purpose of an Industrial Development Agency (IDA) shall be:

“to promote, develop, encourage and assist in the acquiring, constructing, reconstructing,
improving, maintaining, equipping and furnishing industrial, manufacturing, warehousing,
commercial and research facilities and thereby advance the job opportunities, general
prosperity and economic welfare of the people of the State of New York and to improve
their standard of living.”

To accomplish this purpose, the New York State Legislature authorized IDAs to offer incentives in the form of
tax exemptions to stimulate certain private sector investment.



B. Tax Exemptions

IDAs are authorized by the New York State Legislature to provide three forms of tax exemptions affecting
personal and real property:

1. Property Tax

New York State Law designates IDAs as tax-exempt entities. When an IDA holds title to the real property
of a project, New York State Law says all improvements on the property are exempt from all general real
property taxes. However, the land that the improvements are located on remains taxable. These
exemptions apply as long as the [DA holds title to the property.

The Montgomery County IDA, however, requires companies to make Payments In Lieu Of Taxes
(PILOT). A PILOT is a written Agreement between the IDA and a company. The Agreement states that
even though the project is tax exempt due to IDA ownership, the IDA wants the company to make certain
payments to local taxing jurisdictions. PILOTSs consist of an agreed upon percentage of the property tax
that would otherwise be due on the property if the project had been completed without IDA involvement.
PILOTS are developed in accordance with the Montgomery County IDA’s Uniform Tax Exemption
Policy. Once a PILOT is executed, the company makes the required annual payments to the IDA in
accordance with the PILOT.

2. Sales Tax

IDAs can offer exemptions from sales taxes but only on eligible materials purchased during construction
and for eligible equipment for the project.

3. Mortgage Recording Tax

If a project involves a mortgage, companies that receive IDA assistance are exempt from New York
State’s mortgage recording tax. In Montgomery County, this tax equals 0.75 percent of the total mortgage.

C. Industrial Revenue Bonds

IDAs can also provide important financing for a project through the issuance of Industrial Development Bonds
(IRBs). IRBs are used to finance new or expansion projects. Financial institutions, such as banks, insurance
companies or private individuals, purchase these bonds as an investment similar to an individual purchasing a
U.S. Government Savings Bond. By purchasing a bond, a private investor lends their funds to a business. The
business commits to repay the principal and interest to the lender. The IDA acts as an intermediary for this
private transaction. There are no IDA or public funds involved in an IDA bond transaction.

The business and the financial institution themselves negotiate the terms and conditions of the transaction (its
length, the interest rate), independent of the IDA.

The Montgomery County IDA, Montgomery County Government or local taxpayers do not lend any public
money nor do they assume any responsibility for repaying bonds if the business defaults on any payment.
There is also no financial liability on New York State, the County of Montgomery or any political subdivision.
IRB payments are solely the responsibility of the company borrowing the money.

D. NYS Public Authorities Accountability Act of 2005 (the Act)

In 2005, the NY'S Legislature adopted and Governor Pataki signed in early 2006 the NY'S Public Authorities
Accountability Act of 2005. This key piece of legislation imposed fundamental changes to the way Industrial
Development Agencies in New York State are to be administered and managed. The Act obligated [DAs to
take certain affirmative actions to comply with this new law, including:

1. Prepare and file annual reports, budget reports and property reports in accordance with the requirements of
the Act.



II.

2.

Prepare and adopt property and investment guidelines, personnel and compensation policies, defense
and indemnification policies and a Code of Ethics.

Create and appoint Audit and Governance Committees.

Comply with numerous new operational requirements dealing with matters such as:

a. Preparing and filing independent financial audits.

b. Obtaining training for Board members.

c. Ensuring the separation of oversight and operational duties and responsibilities of the Agency.
d. Ensuring that Board members are independent.

e. Providing for financial disclosure of Board members.

f. Sale of real property.

SUMMARY OF 2010 ACTIVITIES

The Montgomery County Industrial Development Agency is comprised of a seven member Board of Directors.
The Board of Supervisors appoints all members to the IDA and said members serve at the pleasure of the
Supervisors.

The IDA met a total of 11 times in 2010. The following is a summary of the primary activities the IDA was
involved with in 2010:

A. EXPANSIONS AND NEW PROJECTS

1.

Park Development

The Agency completed the water and sewer line extensions as part of the continued development of the
approximately 133 acre Florida Business Park Extension. The Extension is now home to Hill & Markes
as construction of their new 115,000 square foot facility nears completion. The Agency has also begun to
work with Time Warner Cable to extend coax and fiber services to the Extension as well as the other
industrial parks in the County. These efforts will help better serve the existing tenants of the various
parks as well as assist in the Agency’s attraction efforts.

Marketing Program

As part of an ongoing marketing project, the Agency embarked on a re-branding effort that included a
new website and logo. The new website and logo will enhance the Agency’s image and will also
coincide with the marketing brochure and DVD that were developed in 2009. The Agency’s new website
is www.mcbdc.org.

Comfort Inn & Suites Project

Comfort Inn & Suites of Amsterdam, LLC, continues to work towards constructing a 44,000 square foot,
three story, 81-room hotel facility on an approximately 4.1 acre site located at 116 Maple Avenue in the
Town of Amsterdam. The project will result in the creation of 16 full-time equivalent positions. Comfort
Inn & Suites has applied to the Agency for financial assistance in the form of sales tax and real property
tax exemptions.

Helmont Mills, Inc.

In November, a $275,000 loan was issued to Helmont Mills, Inc., through the Montgomery County
Community Development Fund. The funds will be utilized for working capital. This project will result
in the retention of 75 positions and the creation of 7 positions.



Hill & Markes

In March, a $500,000 loan was issued to Hill & Markes through Montgomery County Community
Development Fund. The company originally requested the funds to assist with the construction of their
new facility within the town of Florida Business Park Extension; however, the company later requested
the funds be allocated for working capital. This project will result in the creation of 30 positions.

Midland Asphalt Materials

The Agency entered into an option agreement with Midland Asphalt Materials, Inc., a wholly owned
subsidiary of Barrett Industries Corporation. Midland Asphalt anticipates constructing a 10,000 square
foot emulsion manufacturing and construction facility on an approximately 12 acre site. This project will
result in the creation of 9 positions.

Richardson Brands Company

In September, a $100,000 loan was issued to Richardson Brands Company through the Montgomery
County Community Development Fund. The company will utilize the loan proceeds as working capital
to assist with the acquisition and relocation of two companies. This project will result in the retention of
128 full-time positions and the creation of 85 full-time positions over the next three years.

Target Expansion

In 2010, Target Corporation began an expansion project on their existing 1,472,724 square foot
distribution center located within the Florida Business Park. The expansion will include the construction
of an additional 470,431 square feet of space at the facility. The Agency will be assisting the company
through the provision of a PILOT agreement. This project will result in the retention of 541 positions.

West Main Street Specialties, LLC

In March, a $120,000 loan was issued to'West Main Street Specialties, LLC, through the Montgomery
County Community Development Fund. The company purchased an existing company within the City of
Amsterdam with the loan proceeds. This project will result in the retention of 15 positions and the
creation of 4 positions.



B. SUMMARY OF FINANCIAL RESULTS

. See Table A-1 below for Condensed Statement of Net Assets:

Table A-1
Percentage Change
2010 2009 Increase/-Decrease
Assets
Current assets $ 3,322,158 $ 4,802,327 -31%
Capital assets 1,994,967 2,158,223 -8%
Total Assets 5,317,125 6,960,550 -24%
Liabilities
Current liabilities 2,382,165 4,097,536 -42%
Long-term liabilities 1,195,000 1,195,000 0%
Total Liabilities 3,577,165 5,292,536 -32%
Net Assets
Capital assets — net 735,689 1,157,585 -36%
Unrestricted 1,004,271 510,429 97%
Total Net Assets $ 1,739,960 $ 1,668,014 4%
Changes in Net Assets

The IDA’s revenue was $661,847 (see Table A-2). Charges for services accounted for 62%.

The total cost of all programs and services amounted to $589,901 for 2010. Professional fees and grant expenses
accounted for 30% and 42%, respectively.

Net assets for the year increased by $71,946.



Table A-2

Changes in Net Assets from Operating Results

Percentage Change
2010 2009 Increase/-Decrease
Revenues
Program Revenues
Charges for services $ 412,453 $ 1,093,157 -62%
Grants 311,618 11,188 2685%
Gain (loss) on sale of land (64,477) 32,882 -296%
Use of money and property 2,253 3,187 -29%
Total Revenues 661,847 1,140,414 -42%
Expenses
Real property taxes 2,024 1,472 38%
Professional fees 174,891 81,568 114%
Salaries 54,243 71,440 -24%
Marketing 11,061 23,631 -53%
Grant expenses 250,000 9,500 100%
Insurance expense 11,381 : 13,085 -13%
Depreciation 3,251 3,598 -10%
Repairs and maintenance 7,143 5,426 32%
Office expense 13,207 3,302 300%
NYS assessment 51,116 0 100%
All other expenses 11,584 18,688 -38%
Total Expenses 589,901 231,710 155%
Increase in Net Assets $ 71,946 $ 908,704 -92%

C. LONG-TERM DEBT

The Agency did not have any long-term debt this year.
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PAYMENT IN LIEU OF TAX AGREEMENTS (PILOTS)

A. Background

The IDA currently has seven active PILOT Agreements. The responsibility for administering and enforcing a
PILOT rests with local taxing jurisdictions. Yet, given the complexities with understanding how PILOTs
work and changeover in personnel with local taxing jurisdictions, the IDA, in 2010, continued its annual
monitoring project to assist local taxing jurisdictions in ensuring that PILOT Agreements are being properly
administered.

. Project Structure

Most projects IDAs are involved with use a typical format or structure. The IDA “owns” the real property,
machinery and equipment and leases them to a “Project Operator.” The Project Operator, in turn, subleases
the real property and machinery and equipment to a business.

While the IDA is the “owner” for purposes of the New York real property law, the Project Operator is the true
owner of the property for federal tax purposes. Further, the IDA typically attempts to minimize its interest in
the property for liability reasons by taking a leasehold interest in the property pursuant to a lease from the
Project Operator. Accordingly, in most IDA projects, the IDA “owns” only a leasehold interest in the

property.

IDA
(Owner)
]
PROJECT OPERATOR
(Lease between IDA and Project Operator)

!
TENANT/BUSINESS
(Sublease between Project Operator and Tenant)

At the end of the lease term, ownership of the real property, machinery and equipment is transferred from the
IDA to either the Project Operator or Tenant. Once title is transferred to the Project Operator or Tenant, the
real property becomes fully taxable.

. PILOTs

Given that IDAs are tax exempt, any property the IDA owns is exempt from property taxes for the entire
length of the Lease Agreement. This is where a Payment in Lieu of Tax Agreement (PILOT) comes into play.

IDAs typically require Project Operators/Tenants to execute a PILOT as part of a project. The intent of a
PILOT is to avoid allowing a Project Operator/Tenant to be exempt from paying property taxes during the
entire time an IDA “owns” the property. A PILOT obligates the Project Operator to make payments to local
taxing jurisdictions as if the property owned by the tax-exempt IDA was privately owned and taxable. The
PILOT allows local taxing jurisdictions to still receive revenues from IDA projects even though the property is
tax exempt.

. Key Provisions with a PILOT

There are two keys to understanding how a PILOT is administered:
1. The “Effective” date of the PILOT.
2. Tax Assessment Calendar.

a. Effective Date

The effective date of a PILOT is the date a Certificate of Occupancy (CO) permit is issued by the local
Code Enforcement Officer for the construction of the building.



b. Tax Assessment Calendar

Tax rolls for each municipality are completed on March 1¥ of each year. PILOTS typically are set up
so that once a CO is issued, the building becomes assessed on the next tax roll. For example, the tax
roll completed on March 1, 2009, was used for the 2009-10 school tax bills and the 2010 County and
City/Town tax bills.

The first year of a PILOT is, therefore, the first tax year after the property goes into the tax assessment
roll. For example:

> New Building Completed : July 2009
> CO Issued : : August 2009
> Building Goes on Tax Roll : March 2010
>  Year 1 of PILOT for:
School Tax : 2010-11 Tax Year
(September — August)
County Tax : 2011 Tax Year
(January — December)
City/Town Tax : 2011 Tax Year

(January — December)

The implementation of this annual monitoring program has helped local taxing jurisdictions properly
administer PILOTSs and ensure that they receive, in a timely fashion, all payments due them.

IV. CONCLUSION

The Montgomery County IDA looks forward to 2011 with additional development in both the Florida and Glen
Business Parks.

10.



MONTGOMERY COUNTY INDUSTRIAL DEVELOPMENT AGENCY
STATEMENT OF NET ASSETS

DECEMBER 31, 2010

ASSETS

Cash
Unrestricted
Restricted
Other receivables
Grant receivable
Due from other governments
Prepaid expenses
Fixed assets (net)

TOTAL ASSETS
LIABILITIES

Accounts payable
Due to other governments
Deferred revenues

TOTAL LIABILITIES
NET ASSETS

Investment in capital assets, net of related debt
Unrestricted

TOTAL NET ASSETS

See notes to basic financial statements.

$ 2,026,362
507,845
444,190
250,000

82,803
10,958

1,994,967
8 537,105

$ 119,032
3,264,837

193,296
$ 3,577,165

$ 735,689

1,004,271

1.



MONTGOMERY COUNTY INDUSTRIAL DEVELOPMENT AGENCY

STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2010

FUNCTION/PROGRAMS

Real property taxes
Professional fees
Salaries

Marketing
Insurance expense
Depreciation
Repairs and maintenance
Office expense
NYS assessment
All other expenses
Grant expenses
Unallocated

Total function/programs

GENERAL REVENUE
Loss on sale of land

Use of money and property

Total general revenue

CHANGE IN NET ASSETS

Program Revenue

TOTAL NET ASSETS - BEGINNING OF YEAR

TOTAL NET ASSETS - END OF YEAR

Operating
Grants and

Charges Other Program  Changes in

Expenses for Services Revenues Net Assets
$ 2,024 $ 0 0 3 (2,024)

174,891 369,059 0 194,168
54,243 0 0 (54,243)
11,061 0 0 (11,061)
11,381 0 0 (11,381)
3,251 0 0 (3,251)
7,143 0 0 (7,143)
13,207 0 0 (13,207)
51,116 0 0 (51,116)
11,584 2,645 0 (8,939)

250,000 0 311,618 61,618

0 40,749 0 40,749

$ 589,901 § 412,453 311,618 134,170
(64,477)

2,253
(62,224)

71,946

1,668,014

$ 1,739,960

See notes to basic financial statements.

12.



MONTGOMERY COUNTY INDUSTRIAL DEVELOPMENT AGENCY
STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2010

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets

Adjustments to reconcile change in net assets to net cash (used) by

operating activities:

Depreciation expense

Loss on sale of land

(Increase) decrease in assets:
Receivables
Grant receivables
Due from other governments
Prepaid

(Decrease) in liabilities:
Accounts payable and accrued expenses
Due to other governments
Deferred revenues

Net cash (used) by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of fixed assets
Sale of land
Net cash provided by investing activities

NET (DECREASE) IN CASH

CASH - BEGINNING OF YEAR

$

71,946

3,251
64,477

32,004
(250,000)
(44,895)
@11)

(167,799)
(1,524,543)

(23,029)

(1,838,799)

(40,022)

135,550

95,528

(1,743,271)

4,277,478

CASH - END OF YEAR

See notes to basic financial statements.

$ 2,534,207

13.



MONTGOMERY COUNTY INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO BASIC FINANCIAL STATEMENTS

DECEMBER 31, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the Montgomery County Industrial Development Agency (the Agency) have
been prepared in conformity with U.S. generally accepting accounting principles (GAAP). A summary of the
significant accounting principles applied in the preparation of the accompanying basic financial statements
follows:

a.

Organization and Purpose

The Montgomery County Industrial Development Agency is a public benefit corporation established under
Title I of Article 18-A, Section 895-d, of the General Municipal Law of the State of New York and Chapter
666 of the Laws of 1970 of the State for the purpose of encouraging economic growth in Montgomery County.
Members of the IDA are appointed by the County Board of Supervisors. The IDA is an independent agency.

Basis of Accounting

The accounts of the Agency are maintained on the accrual basis of accounting as specified in the
Governmental Accounting Standards Board (GASB) codification of governmental accounting and financial
reporting standards. The accompanying basic financial statements have been prepared in conformity with
generally accepted accounting principles as applied to governmental units. The Financial Accounting
Standards Board (FASB) pronouncements and Accounting Principles Board (APB) opinions issued on or
before November 30, 1989, have been applied unless those pronouncements conflict with or contradict GASB
pronouncements, in which case GASB prevails. The GASB is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. In accordance with the provisions of
the GASB Statement No. 20, Accounting and Financial Reporting for Proprietary Funds and Other
Governmental Entities that use Proprietary Fund Accounting, the Agency has elected not to apply all
Financial Accounting Standards Board statements and interpretations issued after November 30, 1989.

Operating revenues are those revenues that are generated from economic development operations of the
Agency. All other revenues are reported as nonoperating revenues. Operating expenses are those expenses
that are essential to economic development operations of the Agency. All other expenses are reported as
nonoperating expenses.

Basis of Presentation

The Agency operations are accounted for in a manner similar to a private business enterprise. The
measurement focus is upon determination of net income, financial position and changes in cash flows.

Fixed Assets

Fixed assets are stated at cost. Expenditures for additions, renewals and betterments are capitalized;
expenditures for maintenance and repairs are charged to expense as incurred. Upon retirement or disposal of
assets, the cost and accumulated depreciation, if any, are eliminated from the accounts and the resulting gain or
loss is included in revenue. The Agency pursues economic development, in part, by purchasing real property
and preparing the property for sale or lease, with an option to buy, to local businesses or to those businesses
which desire to relocate to Montgomery County. During the time the Agency holds the property, the Agency
attempts to maintain the condition of the property by offering it to businesses under the terms of short-term
operating leases. The operating leases are incidental to the objective of selling the property and thereby
increasing the County’s tax base. Depreciation is not recognized on those properties being temporarily utilized
as described above. Depreciation during these lease periods would not be material in amount. Otherwise,
depreciation is recognized when an asset is placed in service.

14,



MONTGOMERY COUNTY INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO BASIC FINANCIAL STATEMENTS

DECEMBER 31,2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)

d. Fixed Assets — (Continued)

As of December 31, 2010, the following assets are depreciated using the straight-line method:

Estimated
Asset Useful Life
Parking Lot Improvements 30 Years

e. Provisions for Uncollectible Accounts
The Agency uses the allowance method to account for uncollectible accounts based on an estimate of amounts
deemed uncollectible. When continued collection activity results in receipt of amounts previously written off,
revenue is recognized for the amount collected.

f. Income Taxes
The Agency is exempt from federal, state and local income taxes.

g. Estimates
The preparation of basic financial statements in conformity with U.S. generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and disclosures.

Accordingly, actual results may differ from these estimates.

NOTE 2 - INDUSTRIAL DEVELOPMENT REVENUE BOND AND NOTE TRANSACTIONS

Certain industrial development revenue bonds and notes issued by the Agency are secured by property which is
leased or sold to companies and the debt is retired by these payments or instaliment sale payments. The bonds and
notes are not obligations of the County or New York State. The bonds and notes are not general obligations of the
Agency, but rather are special obligations of the Agency, payable solely from the Agency’s interest in the assets
(real property and equipment) being financed. The Agency does not record the assets or liabilities resulting from
completed bonds and notes issued in its accounts, since its primary function is to act as a financing conduit
between the borrowing companies and the bond and note holders, and the funds arising therefrom are controlled by
trustees or banks acting as fiscal agents. For providing this service, the Agency receives bond administration fees
from the borrowing companies. Such administrative fee income is recognized when received. At December 31,
2010, the original issue value of bonds was $44,417,808 and the outstanding balance was $38,519,223.

NOTE 3 - CASH

The Agency’s investment policies are governed by State statutes. Agency monies must be deposited in FDIC
insured commercial banks or trust companies located within the State. The Treasurer is authorized to use demand
accounts and certificates of deposit. Permissible investments include obligations of the U.S. Treasury and
obligations of New York State or its localities.

Collateral is required for demand deposits and certificates of deposit at 100% of all 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.

15.



MONTGOMERY COUNTY INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO BASIC FINANCIAL STATEMENTS

DECEMBER 31, 2010

NOTE 4 - OTHER RECEIVABLES

As of December 31, 2010, other receivables consist of:

Sales-type lease, Note 8
Sales-type lease, Note 9

Total Other Receivables

NOTE 5 - DUE FROM OTHER GOVERNMENTS

Due From
City of Amsterdam
NOTE 6 - FIXED ASSETS (NET)

As of December 31, 2010, fixed assets (net) consist of:

Florida Park:
Land and development costs
Land - conservation and utility easements

Total

Glen Park:
Land

Total

Land - to be transferred to other governments
Land - parking lot
Parking lot improvements

Total
Less accumulated depreciation

Total Fixed Assets (Net)

$

11,690

432,500
444,190

82,803

1,065,355
13,763

1,079,118

859,964

859,964

9,283
10
97,530

2,045,905
50,938

1,994,967
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MONTGOMERY COUNTY INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO BASIC FINANCIAL STATEMENTS

DECEMBER 31, 2010

NOTE 7 - RESTRICTED CASH

Restricted assets consist of cash in the amount of $507,845 as of December 31, 2010, that is held in escrow for
NBT Bank property transactions, BeechNut property transactions and USDA accounts.

NOTE 8 - SALES-TYPE LEASE - INCLUDED IN OTHER RECEIVABLES AND DEFERRED REVENUES

Alpin Haus

In October, 1986, the Agency leased 12.4 acres of land and a 93,000 square foot building to Alpin Haus Ski Shop,
Inc. (Alpin Haus), for a 30-year term. The lease includes an option to buy during the term of the lease at a nominal
value.

In November, 1997, Alpin Haus obtained a conventional loan from NBT Bank and paid off the industrial revenue
bonds. Title to the land and building has been assigned to NBT Bank as collateral for the conventional loan.

In November, 2000, Alpin Haus began paying $167 per month and will continue to pay the monthly amount until
October, 2016, or until they exercise their option to buy the project.

The Agency’s net investment in this sales-type lease at December 31, 2010, is as follows:

Minimum lcasc payments receivable $ 11,690
Less unearned interest income 2,621
Net Investment in Sales-type Lease b 9.069

Future minimum lease payments due on this sales-type lease are:

2011 $ 2,004
2012 2,004
2013 2,004
2014 2,004
2015 2,004
Thereafter 1.670

Total s 11,690

NOTE 9 - SALES-TYPE LEASE — INCLUDED IN OTHER RECEIVABLES AND DEFERRED REVENUES

NBT Bank (formerly Central National Bank Financial Corporation)

In May, 1995, the Agency leased .7 acres of land to NBT Bank for a 30-year term. The lease includes an option to
buy during the term of the lease for the remaining installment purchase payments due the Agency and satisfaction
of the outstanding revenue bond and note.

17.



MONTGOMERY COUNTY INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO BASIC FINANCIAL STATEMENTS

DECEMBER 31, 2010

NOTE 9 - SALES-TYPE LEASE — INCLUDED IN OTHER RECEIVABLES AND DEFERRED
REVENUES —- (CONTINUED)

NBT Bank (formerly Central National Bank Financial Corporation)

The Agency’s net investment in this sales-type lease at December 31, 2010, is as follows:

Minimum lease payments receivable $ 432,500
Less unearned interest income 190.675
Net Investment in Sales-type Lease 241

Future minimum lease payments due on this sales-type lease are:

2011 $ 30,000
2012 30,000
2013 30,000
2014 30,000
2015 30,000
Thereafter 282.500

Total $ 432,500

NOTE 10 - DEFERRED REVENUE

Deferred revenue at December 31, 2010, consists of:

Sales-type lease, Note 9 3 190,675
Sales-type lease, Note 8 2,621
Total $ 193,296

NOTE 11 - OPERATING LEASE

The Agency, as lessor, has entered into a noncancellable operating lease with NBT Bank for the use of a parking
lot for 30 years beginning in 1995 at $9,000 per year. The lease can be renewed for another 30 years.

Future minimum lease payments due the Agency for the next five years are:

2011 $ 9,000
2012 9,000
2013 9,000
2014 9,000
2015 9,000
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MONTGOMERY COUNTY INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO BASIC FINANCIAL STATEMENTS

DECEMBER 31, 2010

NOTE 12 - DUE TO OTHER GOVERNMENTS

As of December 31, 2010, the $1,195,000 represents loans owed to Montgomery County, New York, to be used in
the development of business/industrial parks within Montgomery County.

$900,000 of the balance is recorded as a liability as the County has passed resolutions requiring the serial bond
issued by the County to provide the funding to the Agency be repaid in full once the business/industrial parks start
generating net revenues. There was no change in the balance due the County in the current year.

$295,000 of the balance is recorded as a liability because the Agency and the County entered into an agreement in
September, 2001, which requires the Agency to repay the funds advanced to acquire the Florida Park. The Agency
is required to repay the County from the first cash consideration from sales or lease transactions. There was no
change in the balance due the County in the current year. ‘

The loans do not have a stated interest rate or due date. No amounts have been recorded in these financial
statements related to the interest cost to the Agency since the interest would be offset by an equal amount of
revenue from the County.

$1,163,693 of the balance is PILOT payments received by the Agency that has not yet been paid out to the taxing
agencies.

The remaining balance of $906,144 represents accounts payablc owed to the County and escrow accounts related
to the Florida Park.

NOTE 13 - COMMITMENTS AND CONTINGENCIES

The Agency has received a Federal grant for specified purposes that is subject to review and audit by the grantor
agency or their designee. Such an audit could lead to a request for reimbursement to the grantor agency for
expenditures disallowed under terms of the grant. Based on prior experience, the Agency believes such
disallowance, if any, will be immaterial.

The Agency has been named defendant in a certain action. A review of the action with the Agency’s attorneys
indicates that the case will not result in any financial liability to the Agency. No provision for loss is recorded in
these financial statements.

NOTE 14 - RISK MANAGEMENT

The Agency is exposed to various risks of loss related to torts; theft of, damage of and destruction of assets; errors
and omissions; and injuries to board members. The Agency has purchased commercial insurance for all of the
risks named above. As of December 31, 2010, management is not aware of any claims or potential claims
incurred. Therefore, no amounts for losses have been recorded as of December 31, 2010.

NOTE 15 - SUBSEQUENT EVENTS

Management has evaluated subsequent events through March 10, 2011, the date of issuance of the audit report.
The Montgomery County IDA has entered into two option agreements, which may become projects in 2011.
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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

To the Chairperson and Board of the
Montgomery County Industrial Development Agency
Fonda, New York

We have audited the basic financial statements of the Montgomery County Industrial Development Agency, a
public benefit corporation, as of and for the year ended December 31, 2010, and have issued our report thereon
dated March 10, 2011. We conducted our audit in accordance with U.S. generally accepted auditing standards 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 Montgomery County Industrial Development Agency’s
internal control over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of Montgomery County Industrial Development Agency’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of Montgomery County Industrial Development
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 a 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 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.

Compliance and Other Matters

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

97 North Main St., PO Box 1219, Gloversville, NY 12078-0354 ® 511 Broadway, Saratoga Springs, NY 12866
www.westcpapc.com
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We noted certain matters that we reported to management of the Montgomery County Industrial Development
Agency, in a separate letter dated March 10, 2011.

This report is intended solety for the information and use of management, the audit committee 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.

wesy $ szfﬁnj CPRs PC

Gloversville, New York
March 10, 2011
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DATED: JANUARY 10, 2007

CODE OF ETHICS

1. Generally. This Code of Ethics applies to both the members and the employees of
Montgomery County Industrial Development Agency (the “Agency”). The purpose of this Code
of Ethics is to promote honest and ethical conduct and compliance with the law.

2. Definitions. For purposes of this section, unless the context specifically indicates

otherwise:
(a) “Agency” shall mean the Montgomery County Industrial Development

Agency.

(b) “employee” shall mean any employee of the Montgomery County
Industrial Development Agency. B

3. Rule With Respect to Conflicts of Interest. No'member or employee of the Agency
should have any interest, financial or otherwise, direct or indirect, or engage in any business or
transaction or professional activity or incur any obligation of any nature, which is in substantial
conflict with the proper discharge of his duties in the public interest.

4. Standards.

(a) No member or employee of the Agency should accept other employment
which will impair his independence of judgment in the exercise of his official duties.

) No member or employee of the Agency should accept employment or
engage in any business or professional activity which will require him to disclose
confidential information which he has gained by reason of his official position or
authority.

(©) No member or employee of the Agency should disclose confidential
information acquired by him in the course of his official duties nor use such information
to further his personal interests. :

@ No member or employee of the Agency should use or attempt to use his
official position to secure unwarranted privileges or exemptions for himself or others. .

(e) No member or employee of the Agency should engage in any transaction
as representative or agent of the Agency with any business entity in which he has a direct
or indirect financial interest that might reasonably tend to conflict with the proper
discharge of his official duties.

012178/00039 ALBDOCS 277781v1
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§3) A member or employee of the Agency should not by his conduct give
reasonable basis for the impression that any person can improperly influence him or
unduly enjoy his favor in the performance of his official duties, or that he is affected by
the kinship, rank, position or influence of any party or person.

(g0 A member or employee of the Agency should abstain from making
personal investments in enterprises which he has reason to believe may be directly
involved in decisions to be made by him or which will otherwise create substantial
conflict between his duty in the public interest and his private interest.

(h) A member or employee of the Agency should endeavor to pursue a course
of conduct which will not raise suspicion among the public that he is likely to be engaged
in acts that are in violation of his trust.

@) No member or employee of the Agency employed on a full-time basis nor
any firm or association of which such an officer or employee is a member nor corporation
a substantial portion of the stock of which is owned or controlled directly or indirectly by
such officer or employee, should sell goods or services to any person, firm, corporation or
association which is licensed or whose rates are fixed by the Agency.

)] If any officer or employee of the Agency shall have a financial interest,
direct or indirect, having a value of ten thousand dollars or more in any activity which is
subject to receiving benefits from the Agency, he should file with the members of the
Agency a written statement that he has such a financial interest in such activity which
statement shall be open to public inspection.

5. Violations. In addition to any penalty contained in any other provision of law any
such member or employee who shall knowingly and intentionally violate any of the provisions of
this section may be fined, suspended or removed from office or employment in the manner
provided by law.

012178/00039 ALBDOCS 277781v1



CERTIFICATE OF CHIEF EXECUTIVE OFFICER
I, Kenneth Rose, certify that I am the Chief Executive Officer of Montgomery County Industrial Development
Agency and that this report, to the best of my knowledge, information and belief, is a true and correct statement of the

financial transactions and fiscal condition for the year ended December 31, 2010.

Signature:

Title: Chief Executive Officer

CERTIFICATE OF CHIEF FISCAL OFFICER

I, Sheila Snell, certify that I am the Chief Fiscal Officer of Montgomery County Industrial Development Agency and
that this report, to the best of my knowledge, information and belief, is a true and correct statement of the financial

transactions and fiscal condition for the year ended December 31, 2010.

Signature:

Title: Chief Fiscal Officer
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