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CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors
Nassau County Industrial Development Agency
Mineola, New York

We have audited the accompanying financial statements of the business-type activities of the Nassau
County Industrial Development Agency (the “Agency”), a component unit of Nassau County, New
York, as of December 31, 2010 and 2009, which collectively comprise the Agency’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of the
Agency's management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our 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 audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used, and significant estimates made, by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities of the Agency, as of December 31, 2010
and 2009, and the respective changes in financial position, and cash flows, where applicable, thereof
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 25,
2011, on our consideration of the 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 S
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 audit.

PERSONAL SERVICE. TRUSTED ADVICE.

ALBRECHT, VIGGIANO, ZURECK & COMPANY, P.C. -

245 PARK AVENUE, 24TH FLOOR 25 SUFFOLK COURT
NEW YORK, NY 10167 HAUPPAUGE, NY 11788-3715
T: 212.792.4075 T 631.434.9500 F: 631.434.9518
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Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, budgetary comparison information and schedule of funding
progress for other postemployment healthcare costs on pages 3 through 6, 23 and 24 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of 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 opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Agency's financial statements as a whole. The accompanying schedule of
revenues, expenses and changes in net assets — budget and actual is presented for purposes of
additional analysis and is not a required part of the basic financial statements. The information has
been subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or 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. The accompanying schedule of bond,
notes and leases is presented for purposes of additional analysis as required by Code Section 859 of
the New York State General Municipal Law, and is not a required part of the basic financial
statements. The schedule of bond, notes and leases is the responsibility of management and has not
been subjected to the auditing procedures applied in the audit of the basic financial statements.
Accordingly, we do not express an opinion or provide any assurance on it.

Attt [ coppone, Deneck + o P

Hauppauge, New York
March 25, 2011
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NASSAU COUNTY INDUSTRIAL DEVELOPMENT AGENCY
MANAGEMENT'S DISCUSSION AND ANALYSIS
Years Ended December 31, 2010 and 2009

This section presents management's analysis of the Nassau County Industrial Development Agency's
(the “Agency") financial conditions and activities for the years ended December 31, 2010 and 2009.
Please, read this information in conjunction with the financial statements.

FINANCIAL HIGHLIGHTS

e The assets of the Agency exceeded its liabilities at the close of 2010 by $2,313,200 (net
assets).

s The Agency'’s total net assets decreased by $1,252,679 (or 35%) in 2010.

s As of December 31, 2010, the unrestricted portion of net assets for the Agency was
$2,293,265.

OVERVIEW OF THE FINANCIAL STATEMENTS

Management's Discussion and Analysis ("MD&A") serves as an introduction to the basic financial
statements and supplementary information. The MD&A represents management's examination and
analysis of the Agency's financial condition and performance. Summary financial statement data, key
financial and operational indicators used in the Agency's strategic plan, operating plan, bond
covenants and other management tools were used for this analysis.

The financial statements report information about the Agency. The Agency applies full accrual
accounting methods as used by similar business activities in the private sector. The statements offer
short and long-term financial information. -

The financial statements include statements of net assets, statements of activities and changes in
net assets, statements of cash flows and notes to the financial statements. The statement of net
assets includes all of the Agency's assets and liabilities, and provides information about the nature
and amount of investments.

The statement of activities and changes in net assets presents the results of the Agency's activities
over the course of the year and information as to how the net assets changed during the year. All
changes in net assets are reported as soon as the underlying event giving rise to the change occurs,
regardless of the timing of the related cash flows. This statement: also provides information about
whether the Agency has successfully recovered its costs through its user fees and other charges,
profitability and credit worthiness.

The statement of cash flows presents changes in cash and cash equivalents resulting from operating,
financing and investing activities.

The notes to the financial statements provide required disclosures and other information that are
essential to a full understanding of material data provided in the statements. The notes present
information about the Agency's accounting policies, significant account balances and activities,
material risks, obligations, commitments, contingencies and subsequent events, if any.
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NASSAU COUNTY INDUSTRIAL DEVELOPMENT AGENCY
MANAGEMENT’S DISCUSSION AND ANALYSIS
Years Ended December 31, 2010 and 2009

FINANCIAL ANALYSIS OF THE AGENCY

One of the most important objectives of the financial analysis is to determine if the Agency as a whole
is better or worse off as a result of the year's activities. The statements of net assets and the
statements of activities and changes in net assets provide useful information in this regard. The
statements report the net assets of the Agency and changes in these net assets. The amount of net
assets, the difference between total assets and liabilities, is a significant measure of the financial
health or financial position of the Agency. Over time, increases or decreases in the Agency's net
assets are one indicator of whether its financial health is improving or deteriorating. However, other
non-financial factors such as changes in economic conditions, population growth, zoning and new or
changed government legislation should be considered in evaluating the financial conditions of the
Agency.

The following comparative condensed financial statements and other selected information serve as
the financial data and indicators for management's monitoring and planning.

Net Assets
A summary of the Agency's statements of net assets at December 31, is presented as foliows:

Condensed Statements of Net Assets
as of December 31,

2010 2009 2008
Assets
Current Assets $ 2,456,059 $ 3,692,304 $ 5209,748
Capital Assets 19,935 8,396 9,597
Security Deposit -0- 6,332 6,332
Total Assets 2,475,994 3.707,032 5,225,678
Liabilities
Current Liabilities 124,240 135,986 162,041
Non-Current Liabilities 385564 5167 49,791
Total Liabilities 162,794 141,153 211,832
Net Assets
Invested in Capital Assets,
Net of Related Debt 19,935 8,396 9,507
Unrestricted 2,283,265 3,557,483 5,004,249

Total Net Assets 2313200 $ 3565879 % 5013846

Total assets as of December 31, 2010 were $2,475,994 which exceeded liabilities by $2,313,200 (i.e.
net assets.) Net assets are comprised of invested in capital assets of $19,935 and unrestricted net
assets in the amount of $2,293,265, which are available to support operations. Total assets
decreased by $1,231,038 between December 31, 2010 and 2009. The net assets decreased by

$1,252,679, for the current period.
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NASSAU COUNTY INDUSTRIAL DEVELOPMENT AGENCY

MANAGEMENT'S DISCUSSION AND ANALYSIS
Years Ended December 31, 2010 and 2009

FINANCIAL ANALYSIS OF THE AGENCY (continued)

Operating Results

The Agency's condensed statements of revenues, expenses and changes in net assets at December
31, are presented as follows:

Changes in Net Assets
for the years ended December 31,

2010 2009 2008
Operating Revenues
Fees for Services $ 300283 $ 383,228 $§ 1,188,708
Servicing Income 4,099 -0- -0-
Total Operating Revenues 304,382 383,228 1,188,708
Operating Expenses
Salaries & Related Taxes 509,523 585,512 520,208
Other Operating Expenses 1,063,597 1,269,517 1,686,863
Total Operating Expenses 1,573,120 1,865,029 2,207,071
Operating Loss {1,268,738) (1,481,801) (1,018,363)
Non-Operating Income ) 16,059 33,834 122,023

Decrease in Net Assets  $ (1,252,679) § (1,447967) §$  (896,340)

The decrease in net assets is significantly due to a reduction in revenue from fewer [DA projects.

The Agency collects one time administration fees from the issuance of taxable bonds, tax exempt
bonds and straight-lease transactions.

The Agency's revenues decreased from $383,228 in 2009 to $304,382 in 2010, a decrease of
$78,846.

During 2010 the Agency adopted the provisions of GASB Statement 45 Postemployment Benefits
Other Than Pensions, as a result of providing postretirement benefits to current employees who meet
certain eligibility criteria. The OPEB expense for 2010 totaled approximately $16,000. The
amortization of the OPEB obligation will be recognized over a period of 30 years and will have an
impact on future net assets.
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NASSAU COUNTY INDUSTRIAL DEVELOPMENT AGENCY
MANAGEMENT'S DISCUSSION AND ANALYSIS
Years Ended December 31, 2010 and 2009

ECONOMIC FACTORS AND NEXT YEAR'S PLAN

Nassau County is one of the nation's largest and most prosperous counties. Since 1979, Nassau
County IDA has:

» Delivered more than $2.0 billion in funding
s Created and retained over 68,000 jobs
» Helped over 100 companies build, expand or relocate

The unemployment rate in Nassau County has continued to be somewhat lower than national and
State of New York averages. The unemployment rates for the State of New York and the United
States were 8.0% and 9.1% in 2010, respectively. In 2010, the unemployment rate in the County of
Nassau was 7.0%.

The Agency plans to continue and expand its assistance to the businesses located in the County of
Nassau through:

Federally tax-exempt and taxable revenue bonds

Local property tax abatement and exemptions

Sales tax exemptions for construction materials and equipment
Mortgage recording tax exemptions

CONTACTING THE AGENCY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our readers with a general overview of the Agency’s
finances and to show the Agency’s accountability for the money it receives. If you have questions
about this report or need additional financial information, contact the Nassau County industrial
Development Agency at 1550 Franklin Avenue, Mineola, NY 11551,
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NASSAU COUNTY INDUSTRIAL DEVELOPMENT AGENCY
STATEMENTS OF NET ASSETS
December 31, 2010 and 2009

2010 2009
ASSETS
Current Assets: :
Cash and cash equivalents $ 2451960 $ 3,391,747
Accounts receivable -0- 300,557
Due from affiliate 4,099 -0-
Total Current Assets 2,456,059 3,692 304
Property and Equipment, net 19,835 8,396
Non-Current Assets:
Security deposits ’ -0- 6,332
" Total Non-Current Assets ‘ o -0- v 6,332
Total Assets 2,475,994 3,707,032
LIABILITIES |
Current Liabilities:
Accounts payable and
accrued expenses 121,087 8,650
Deferred revenues 2,000 64,126
Current portion of non-current liabilities
Compensated absences 1,153 63,210
Total Current Liabilities 124,240 135,986
Non-Current Liabilities:
Compensated absences 22,685 5,167
Other postemployment benefits , 15,869 -0-
Total Non-Current Liabilities 38,554 , 5167
Total Liabilities 162,794 141,153
NET ASSETS
Invested in capital assets, net of related debt 19,935 8,396
Unrestricted 2,293,265 3,557,483

Total Net Assets _$ 2,313,200 $ 3,565,879

See notes to the financial statements.
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NASSAU COUNTY INDUSTRIAL DEVELOPMENT AGENCY
STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS
Years Ended December 31. 2010 and 2009

2010 2009
OPERATING REVENUES: T
Fee income $ 300283 $ 383228
Servicing income 4,099 -0-
Total Operating Revenues 304,382 383,228
OPERATING EXPENSES:
Agency salaries & related taxes 509,523 595,512
Administration 127,437 84,476
Advertising 246,228 476,606
Community activities 137,895 365,725
Compensated absences 18,672 15,965
Conferences & travel 11,703 15,980
Depreciation 3,912 4,319
Dues & subscriptions 1,384 775
Insurance ' 50,075 79,695
Other postemployment benefits 15,869 -0-
Professional fees 406,624 176,751
Rent 43,798 49,225
Total Operating Expenses 1,573,120 1,865,028

Net Operating Loss (1,268,738) (1,481,801

NON-OPERATING REVENUES:
Interest income ) 16,059 33,834

Change in Net Assets (1,252,679) (1,447,967)

Net Assets at Beginning of Year 3,565,879 5,013,846

Net Assets at End of Year _$ 2,313,200 & 3,565,879

See notes to the financial statements..
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NASSAU COUNTY INDUSTRIAL DEVELOPMENT AGENCY

STATEMENTS OF CASH FLOWS
Years Ended December 31, 2010 and 2009

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from providing services
Cash payments for contractual services
Cash payments for personal services and benefits
' Net Cash Used by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of assets
Interest on investments
Net Cash Provided by Investing Activities

Net Decrease in Cash

Cash and Cash Equivalents, at Beginning of Year

Cash and Cash Equivalents, at End of Year

RECONCILIATION OF NET OPERATING LOSS TO NET CASH
USED BY OPERATING ACTIVITIES:
Net operating loss
Adjustments to reconcile operating
loss to net cash used by operating activities:
Depreciation expense
(Increase) decrease in assets:
Accounts receivable
Accrued interest receivable
Due from related party
Prepaid expenses
Security Deposits
Increase (decrease) in liabilities:
Accounts payable and accrued expenses
Deferred revenues
Compensated absences
Other postemployment benefits

Net Cash Used by Operating Activities

See notes to the financial statements.

$ (1,268,738)

2010 2009
$ 545046 $ 04,852
(912,851) (1,260,377)
_ (572,590) (653,310)
(940,395) (1,818,835)
(15,451) (3,118)
16,059 33,834
608 30,716,
(939,787) (1,788,119)
3,391,747 5,179,866
$ 2451960 § 3,391.747

$ (1,481,801)

3,912 4,319
300,557 (275,049)
-0- 547
(4,099) -0-
-0- 3,828
6,332 -0-
112,437 (72,770)
(62,126) (13,874)
(44,539) 15,965
15869 -0-
$  (940,395) $ (1,818.835)
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NASSAU COUNTY INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
Years Ended December 31, 2010 and 2009

Note 1 — Summary of Significant Accounting Policies

Organization

The Nassau County Industrial Development Agency (the "Agency") was created as a New York State
public benefit corporation. The Agency was established on August 6, 1976 by Code Section 922,
which became Chapter 674 of the Laws of 1975 (the Enabling Act). The Agency was created to
arrange long-term, low-interest financing for private firms and companies for the purpose of
promoting, attracting, encouraging and developing commerce and industry in the County of Nassau,
New York.

The purpose of the Agency is to promote economic development and job creation in Nassau's
communities by issuing taxable and tax-free revenue bonds that provide financial assistance to
businesses using only non-taxpayer dollars. The Agency provides companies with the following
incentives:

Low-cost financing/leasing backed by tax-exempt and/or taxable Agency bonds.
Property tax abatements

Sales tax exemptions

Exemption for mortgage recording tax

Reporting Entity

The financial reporting entity includes all functions and activities over which the appointed officials
exercise responsibility. No other governmental organization has been included or excluded from the
reporting entity. Nassau County appoints the governing board of the Agency which results in
interdependency with the County. Accordingly, the Agency has been determined to be a component
unit of Nassau County.

Basis of Accounting — Proprietary Funds

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in both the government-wide and proprietary fund financial statements to the
extent that those standards do not conflict with or contradict guidance of the Governmental
Accounting Standards Board. Governments also have the option of following subsequent private-
sector guidance for their business-type activities, subject to this same limitation. The Agency has
elected not to follow subsequent private-sector guidance.

Proprietary fund financial statements include a Statement of Nets Assets, a Statement of Activities
and Changes in Net Assets, and a Statement of Cash Flows.

Proprietary funds are accounted for using the “agonomic resources” measurement focus and the
accrual basis of accounting. Accordingly, all assets and liabilities (whether current or noncurrent) are
included on the Statement of Net Assets. The Statement of Activities and Changes in Net Assets
presents increases (revenues) and decreases (expenses) in total net assets. Under the accrual basis
of accounting, revenues are recognized in the period in which they are earned while expenses are
recognized in the period in which the liability is incurred. Operating revenues in the proprietary fund
are those revenues that are generated from the primary operations of the fund. All other revenues
are reported as non-operating revenues. Operating expenses are those expenses that are essential
to the primary operations of the fund. All other expenses are reported as non-operating expenses.
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- NASSAU COUNTY INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
Years Ended December 31, 2010 and 2009

Note 1 — Summary of Significant Accounting Policies (continued)
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. Significant estimates include the accrued expenses and other liabilities, depreciable
lives of buildings, amortization of bond issuance costs, and contingencies. Actual results could differ
from those estimates.

Cash and Cash Equivalents

For purposes of reporting the statement of cash flows, cash équivalents are defined as short-term
highly liquid investments including certificates of deposit. The Statement of Cash Flows presented
uses the direct method.

Accounts Receivable

Receivables include amounts due from businesses for annual project fees and for legal fees incurred
by the project payable by the respective business. Receivables are recorded and revenues are
recognized as earned or as specific expenditures are incurred. All receivables are deemed collectible;
therefore no allowance account has been established.

Capital Assets

Capital Assets are stated at cost. Major expenditures for property and improvements which
substantially increase useful lives are capitalized. Maintenance, repairs and minor renewals are
expensed as incurred. When assets are retired or otherwise disposed of, their costs and related
accumulated depreciation are removed from the accounts and resulting gains or losses are included
in income. Depreciation, including depreciation of equipment under capital leases, is computed using
the straight-line method over the estimated useful lives of the assets.

Deferred Revenue/Unearned Revenue

Deferred revenues/unearned revenues are those where asset recognition criteria have been met, but
which revenue recognition criteria have not been met. :

Compensated Absences

Agency employees earn vacation and sick leave in varying amounts. In the event of separation from
service (except termination for cause), employees are paid for accumulated unused vacation and sick
leave subject to certain limitations. The liability for these compensated absences is recorded as
current and noncurrent obligations in the statements of net assets.
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NASSAU COUNTY INDUSTRIAL DEVELOPMENT AGENCY

NOTES TO FINANCIAL STATEMENTS
Years Ended December 31, 2010 and 2009

Note 1 — Summary of Significant Accounting Policies (continued)

Other Postemployment Benefits

In addition to providing pension benefits, the Agency, per its contract with employees, will pay the full
premium costs for the medical insurance coverage (currently provided by Empire Plan Pius
Enhancements of the New York State Government Employees Health Insurance Program) for an
employee of the Agency at retirement, provided the employee has reached the age of 55 and has at
least ten years of public service with the State of New York and/or Municipal Subdivision of which at
least five years is with the Agency or the County of Nassau.

The Agency recognizes the cost of providing benefits by recording its share of insurance premiums as
expenditure in the year paid. The liability for these other postemployment benefits payable is recorded
as a long-term liability in the basic financial statements.

Revenue Recognition

The Agency's primary source of operating revenue is from bond issuance and straight lease fees,
which are computed as a percentage of the total project. Fees are recorded as income when earned,
at the time of closing on the sale of bonds and straight lease agreements.

Advertising

The Agency follows the policy of charging the costs of advertising to expense as incurred. Advertising
expense for the years ended December 31, 2010 and 2009 was approximately $246,000 and
$477,000 respectively.

Subsequent Events

Management has evaluated subsequent events through March 25, 2011 which is the date the
financial statements were available to be issued.

Note 2 — Cash and Cash Equivalents

Cash and cash equivalents consist of funds deposited in demand accounts and certificates of deposit
with maturities of less than three months.

The Agency's investments are governed by a formal investment policy; The Agency's monies miust be
deposited in FDIC-insured commercial banks or trust companies located within the State. The Agency is
authorized to use certificates of deposit, and money market deposit accounts. Permissible investments
include certificates of deposits, obligations of the United States, obligations of the State of New York,
repurchase agreements, and obligations of agencies of the federal government where principal and
interest are guaranteed by the United States.

Custodial Credit Risk — Deposits / Investments — Custodial credit risk for deposits exists when, in the
event of the failure of a depository financial institution, a government may be unable to recover deposits,
or recover collateral securities that are in possession of an outside agency. Custodial credit risk for
investments exists when, in the event of the failure of the counterparty, a government will not be able to
recover the value of its investments or collateral securities that are in possession of an outside party.
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NASSAU COUNTY INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
Years Ended December 31, 2010 and 2009

Note 2 — Cash and Cash Equivalents (continued)

Governmental Accounting Standards Board Statement No. 40 directs that deposits be disclosed as
exposed to custodial credit risk if they are not covered by depository insurance, and the deposits are
either:

= Uncollateralized,

= Collateralized with securities held by the pledging financial institution, or

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

At December 31, 2010, the Agency's cash and cash equivalents were insured by the Federal
Depository Insurance Corporation or collateralized by securities held in the pledging bank's trust
department in the Agency's name.

Credit Risk — State law and Agency law limit investments to those authorized by State statutes. The
Agency has a written investment policy.

Interest-rate Risk — Interest-rate risk arises because potential purchasers of debt securities will not
agree to pay face value for those securities if interest rates substantially increase, thereby affording
potential purchasers more favorable rates on essentially equivalent securities. Accordingly, such
investments would have to be held to maturity to avoid a potential loss.

Concentration of Credit Risk — Credit risk can arise as a result of failure to adequately diversify
investments. Concentration risk disclosure is required for positions of 5 percent or more in securities
of a single issuer.

As of December 31, 2010, the Agency did not have any investments subject to credit risk, interest-rate
risk or concentration of credit risk.

Note 3 - Revenues

The Agency coliects one time administration fees from the issuance of taxable bonds, tax exempt
bonds and straight-lease transactions as follows:

. Taxable Bond Issues - Six-tenths of one percent (6%) for the first twenty million dollars
($20,000,000) of total project costs and, if applicable, two-tenths of one percent (.2%) for any
additional amounts in excess of twenty million dollars ($20,000,000) of total project costs.

o Tax-Exempt Bond Issues - Six-tenths of one percent (.6%) of total project costs.

« General Counsel Fee — One-tenth of one percent (.1%) of total project costs, with a minimum
fee of $2,000.

« Straight-Lease Transactions - Six-tenths of one percent (.6%) for the first twenty million dollars
($20,000,000) of total project costs and, if applicable, two-tenths of one percent (.2%) for any
additional amounts in excess of twenty million dollars ($20,000,000) of total project costs.
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NASSAU COUNTY INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
Years Ended December 31, 2010 and 2009

Note 3 — Revenues (continued)

The Agency collects other fees as follows:

All Transactions - Two thousand five hundred dollars ($2,500) closing compliance fee payable
at closing and one thousand dollars ($1,000) per year (or part thereof) administrative fee,
payable in advance, at the closing for the first year (or part thereof) and on January 1st of each
year for the term of the financing. The annual service fee is subject to periodic review and may
be adjusted from time to time at the discretion of the Agency.

The following amounts are payable to the Agency at the time the application is submitted: (i) a
$1,000 non-refundable application fee; (i) a $3,500 expense deposit for the Agency’s Bond
Counsel fees and expenses; (iii) a $2,500 expense deposit for the cost/benefit analysis with
respect to the project contemplated by the application; and (iv) a $500 expense deposit for the
real property tax valuation analysis, if applicable, with respect to the project contemplated by
the application.

The Agency charges an annual fee of $1,000 per applicant during the term of the bonds or
straight lease. This non-refundable annual fee is paid at the end of the year for the current
year. The fee covers the cost of annual reporting and monitoring of the transaction.

Note 4 — Accounts Receivable

As of December 31, 2010 and 2009, the Agency's receivables were approximately $-0- and $301,000
respectively. There was $2,000 of 2011 annual agency fees recorded as deferred revenues in 2010,
of which $2,000 were collected in 2010.

Included in accounts receivable at December 31, 2009 is approximately $275,000 which are legal
fees the Agency paid on behalf of the projects. In 2010 the Agency collected approximately $91,000
of this receivable while the remaining balance of approximately $184,000 was written off as
uncollectible.

Note 5§ — Capital Assets

Balance , Balance
12/31/2009 _Additions __ Deletions 12/31/10
Capital assets not being depreciated: ' '
Construction in progress $ -0- $ 11,376 $ 11,376
Depreciable capital assets:
Furniture and fixtures 56,680 56,680
Computer equipment 8,848 4,076 12,924
Machinery and equipment 9 185 _ 9,185
Total depreciable capital assets $ 74,713 $ 4076 3 -0- $ 78,789
Less accumulated depreciation: .
Furnitire and fixtures $ 52267 $ 793 % 53,060
Computer equipment 7,432 1,830 , 9262
Machinery and equipment 6,618 1,290 7,808
Total accumulated depreciation $ 6631/ _$ 3913 _$ -0- . % 70230
Total net depreciable capital assets 8,558

Total net capital assets $ 19,935
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NASSAU COUNTY INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
Years Ended December 31, 2010 and 2009

Note 5 - Capital Assets (continued)

The Agency evaluates capital assets for prominent events or changes in circumstances affecting
capital assets to determine whether impairment of a capital asset has occurred. The Agency’s policy
is to record an impairment loss in the period when the Agency determines that the carrying amount of
the asset will not be recoverable. At December 31, 2010, the Agency has not recorded any such
impairment losses.

Note 6 — Conduit Debt Obligations, Industrial Revenue Bonds and Note Transactions

The Agency at times has issued Industrial Revenue Bonds to provide financial assistance to private
sector entities for the acquisition and construction of industrial and commercial facilities deemed to be
in the public interest. The bonds are secured by the property financed and are payable solely from
payments received on the underlying mortgage loans. Upon repayment of the bonds, ownership of the
acquired facilities transfers to the private-sector entity served by the bond issuance. Neither the
Agency, the County, nor any political subdivision thereof, is obligated in any manner for repayment of
the bonds. Accordingly, the bonds are not reported as liabilities in the accompanying financial
statements.

As of December 31, 2010 and 2009, there were 105 and 104, series of Revenue Bonds and Notes
outstanding, with an aggregate principal amount payable of $855,643,775 and $921,518,597,
respectively. During 2010 the Agency became aware of three minor corrections for the 2009
outstanding bond amount. The 2009 aggregate principal amount payable as of December 31, 2009
has been restated accordingly. ‘

Note 7 - Liquidated Damages

The Agency is empowered by its enabling act to grant various benefits in connection with qualifying
projects it agrees to help finance, including granting exemptions from the imposition of sales and use
taxes on purchases of materials and equipment for use in connection with a project. However, it is the
policy of the Agency to grant benefits with respect to a qualifying project only in return for a
commitment from the business receiving the Agency benefits to operate and maintain the project for a
minimum of five to thirty years. Failure to do so results in financial penaities being imposed on the
business in the form of a required “recapture payment," the severity of which is dependent upon the
length of time the project is, in fact, operated and maintained pursuant to the applicable project
financing documentation. No recapture payments were received in 2010 or 2009.

Note 8 - Litigation

The Agency is involved in routine litigation incidental to its business. In the opinion of management,
based on the advice of counsel, the liability, if any, resulting from these matters will not be material.
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NOTES TO FINANCIAL STATEMENTS
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Note 9 — Related Party Transactions

The Agency is a component unit of Nassau County (the “County”). Office and storage space is
provided to the Agency by the County. On January 1, 2011 the Agency entered into a revocable,
exclusive license and cooperation agreement with the County, to use approximately 1,046 square feet
of office space and approximately 740 square feet of basement storage space in Mineola, New York.
The term of the license commenced effectively on November 1, 2010 and will terminate at such time
as either party gives the other at least sixty days’ notice of revocation in writing. The fee for the
license is $2,000 per month. Rent expense totaled $4,000 for the year ended December 31, 2010.

Effective December 1, 2010 the Nassau County Local Economic Assistance Corporation (the
“Corporation”) was created as a local development corporation to provide assistance in the form of
tax-exempt bonds to not-for-profit organizations. The Corporation’s personnel are employees of the
Agency. All salaries and fringe benefits for Corporation personnel are paid by the Agency.
Additionally, office space is provided to the Corporation by the Agency on a rent free basis. The
approximate total value of salary and fringe benefits attributable to Agency employees as a
percentage of time spent on Corporation activities was approximately $4,100 which is recorded on the
Agency’s statement of net assets as a due from affiliate and recognized in revenues as servicing
income on the statement of activities and changes in net assets. The estimated fair market rental
value of office space provided to the Corporation by the Agency was $2,000 for the year ended
December 31, 2010.

Note 10 — Retirement System

Plan Description

The Agency participates in the New York State and Local Employees’ Retirement System (ERS),
which is a cost-sharing multiple-employer retirement system, and the Public Employees’ Group Life
Insurance Plan. The System provides retirement benefits as well as death and disability benefits.
Obligations of employers and employees to contribute and benefits to employees are governed by the
New York State Retirement and Social Security Law (NYSRSSL). As set forth in the NYSRSSL, the
Comptroller of the State of New York (the “Comptroller”) serves as sole trustee and administrative
head of the System. The Comptroller shall -adopt and may amend rules and regulations for the
administration and transaction of the business of the System and for the custody and control of their
funds. The System issues a publicly available financial report that includes financial statements and
required supplementary information. That report may be obtained by writing to the New York State
and Local Retirement Systems, Governor Alfred E. Smith State Office Building, Albany, NY 12244,

Funding Policy

The System is noncontributory except for employees who joined the New York State and Local
Employees’ Retirement System after July 27, 1976, and who have less than ten years of membership
and less than ten years of credited service with a retirement system under the provisions of article
fourteen or fifteen to the NYSRSSL, who contribute 3% of their salary. Prior to October 1, 2000, all
employees who joined the System after July 27, 1976 were required to contribute 3% of their salary.
Under the authority of the NYSRSSL, the Comptroller shall certify annually the rates expressed as
proportions of payroll of members, which shall be used in computing the contributions required to be
made by employers to the pension accumulation fund.
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Note 10 — Retirement System (continued)

The Agency is required to contribute at an actuarially determined rate. The required contribution for
the current and prior years was:

ReqUired Total

Contribut_ion_ . Payment
2010 3 63,067 $ 63,067
2009 $ 57,798 $ 57,798
2008 $ 24,574 $ 24 574

The Agency's contribution to the System was equal to 100 percent of the contributions required for the
year.

Note 11 — Postemployment Benefits (Obligations for Health Insurance)

In the basic financial statements, the cost of postemployment healthcare benefits, like the cost of
pension benefits, generally should be associated with the periods in which the cost occurs, rather than
in the future year when it will be paid. In adopting the requirements of GASB Statement No. 45 during
the year ended December 31, 2010, the Agency recognizes the cost of postemployment healthcare in
the year when the employee services are received, and provides information useful in assessing
potential demands on the Agency'’s future cash flows. Recognition of the liability accumulated from
prior years will be phased in over 30 years, commencing with the 2010 liability.

Plan Description

The Agency, per its contract with employees, will pay the full premium costs for the medical insurance
coverage (currently provided by Empire Plan Plus Enhancements of the New York State Government
Employees Health Insurance Program) for an employee of the Agency at retirement, provided the
employee has reached the age of 55 and has at least ten years of public service with the State of New
York and/or Municipal Subdivision of which at least five years is with the Agency or the County of
Nassau.

The number of participants as of September 24, 2010, the effective date of the OPEB valuation, is as
follows: :

Active employees 2
Total —2
Funding Policy

The Agency currently pays for other postemployment benefits on a pay-as-you-go basis. GASB No. 45
does not require that the unfunded liability actually be funded, only that the unfunded accrued liability is
accounted for and in compliance in meeting it's Annual Required Contribution (ARC). However, if the
liability is funded, assets must be transferred to a qualifying irrevocable trust or equivalent arrangement
for the exclusive benefit of plan members and must be protected from creditors. At this time, there is no
New York State statute providing local governments with the requisite authority for establishing an other
postemployment benefits trust. Therefore, these financial statements are presented on a pay-as-you-go
basis until a funding mechanism is authorized for Municipalities by New York State statute.
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Note 11 — Postemployment Benefits (Obligations for Health Insurance) (continued)

Annual Other Postemployment Benefit Cost and Net Obligation

For the year ended December 31, 2010, the Agency'’s annual other postemployment benefits (OPEB)
cost (expenses) is calculated based on the annual required contribution of the employer (ARC). The
Agency has elected to calculate the ARC and related information using the alternative measurement
method permitted by GASB No. 45 for employers in plans with fewer than one hundred total plan
members. The ARC represents a level of funding that, if paid on an ongoing basis, is projected to
cover normal cost each year and to amortize any unfunded actuarial liabilities (or funding excess)
over a period not to exceed thirty years. The following table shows the components of the Agency’s
annual OPEB cost for the year, the amount actually contributed to the plan, and changes in the
Agency’s net OPEB obligation to the Retiree Health Plan:

Normal cost as of beginning of year

pro-rated to end of year $ 14,974
Amortization of unfunded actuarial liability (UAAL)

over 30 years pro-rated to end of year 738
Total normal cost and amortization payment 15,712
Interest to end of year 157
Total annual required contribution (ARC) 15,869
Interest on Net OPEB Obligation -0-
Adjustments to ARC et
OPEB Cost 15,869
Contributions made ‘ v -0-
Change in net OPEB obligation 15,869
Net OPEB obligation — beginning of year =0-
Net OPEB obligation — end of year $ 15869

Eunded Status and Funding Progress

The Agency’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and
the net OPEB obligation for the year ended December 31, 2010 are as follows:

Percentage of Net

Year Annual Annual OPEB OPEB
Ended OPEB Cost . Contribution Cost Contributed, _Obligation
12/31/10 $ 15,868 § -0- 0.00% $ 15,869

The schedule of funding progress presents trend information about whether the actuarial value of plan
assets is increasing or decreasing over time relative to the actuarial accrued liability for benefits.
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Note 11 — Postemployment Benefits (Obligations for Health Insurance) (continued)

The funded status of the plan as of September 24, 2010 is as follows:

Actuarial Actuarial Unfunded Actuarial UAALasa
Accrued Liability ~Value of Plan  Accrued Liability Funded Covered Percentage of
{AAL) Assets {UAAL) ~ Ratio Payrell Covered Payroll
Business-Type Activities $ 77222 $ 0 8 77222  0.00% §$196928 39.21%

Actuarial Meth_o“d‘s ‘g‘nd Assumptions

The valuation of postemployment health benefits involves estimates of the value of reported amounts
and assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Amounts determined
regarding the funded status of the plan and the annual required contributions of the employer are
subject to continual revision as actual results are compared with past expectations and new estimates
are made about the future.

The Schedule of Funding Progress, presented as required supplementary information following the
notes to the financial statements, presents multiyear trend information that shows whether the actuarial
value of the plan assets is increasing or decreasing over time relative to the actuarial liabilities for
benefits.

Calculations are based on the types of benefits provided under the terms of the substantive plan at the
time of the valuation and on the pattern of sharing costs between the employer and plan members to
that point. Calculations reflect a long-term perspective, so methods and assumptions used include
techniques that are designed to reduce short-term volatility in actuarial accrued liabilities and the
actuarial value of assets.

In the January 1, 2011 actuarial valuation, the liabilities were computed using the projected unit credit
with linear proration to decrement cost method. The actuarial assumptions utilized a 4.00% discount
rate and a 3.00% payroll growth rate. The valuation assumes an initial 10.00% healthcare cost trend for
the year ended 2011 and reduced increments to a rate of 5.0% after ten years. The valuation assumes
assumptions are the same for the year ended 2010. The remaining amortization period at December 31,
2010 was twenty-nine years.
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NASSAU COUNTY INDUSTRIAL DEVELOPMENT AGENCY
SCHEDULE OF FUNDING PROGRESS FOR OTHER POSTEMPLOYMENT HEALTHCARE COSTS
December 31, 2010

n o UAAL asa
Actuarial Actuarial Unfanded Percentageof
Actuarial Valuation Date Actrued Valueof  ActuarialAccrued  Funded Covered
As of September 24, Lisbility (AALY _ Assels Liability (WAAL) Ratio: _Covered Payroll Payroll
2010 $ 77222 § 0- § TI222  0.00% $ 196,628 39.21%

See independent auditors' report;
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NASSAU COUNTY INDUSTRIAL DEVELOPMENT AGENCY
SCHEDULE OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS - BUDGET AND ACTUAL
For the year ended December 31, 2010

Actual Amounts

Original Final (Budgetary Variance with
Budget Budget Basis) Final Budget
REVENUES - '
Closing Fee Income $ 250,000 $ 250,000 $ 220,342 $  (29,658)
Annual Agency Fees 66,000 66,000 73,126 7,126
Application Fee Income 5,000 5,000 4,000 (1,000)
Consent/Misc. Fees 7.000 7,000 2.814 (4,186)
Total Revenues 328,000 . ..328,000 300,283 (27.717)
EXPENSES
Salaries and Fringe Benefits 700,000 598,100 559,598 38,502
Professional Services 175,000 421,500 406,624 14,876
Administrative Expense 88,500 121,200 120,468 732
Office Supplies 7,500 1,700 6,969 (5,269)
Conference and Travel 25,000 19,000 11,703 7,297
Rent/Office Space 51,672 18,172 43,798 (25,626)
Dues and Subscriptions 2,500 1,500 1,384 116
Economic Development/Planning 350,000 -0- -0- -0-
Other Operation Expenses 530,000 399,000 384,122 14,878
Total Expenses 1,930,172 1,580,172 1,534,666 45,506

$ (1602,172) $ (1,252,1722 $ (1,234,383) § 17,789

Net Change in Net Assets

Note - Changes in net assets as reported on the Schedule of Revenues, Expenses and Changes in Net Assets —
Budget and Actual is ($1,234,383) as compared to ($1,252,679) on the Statement of Activities and Changes in Net
Assets. The difference of $18,295 relates to depreciation expense of $3,912, compensated absence expense of
$18,672, other postemployment benefit expense of $15,869, interest income of $16,059 and servicing income of
$4,099.

See independent auditors' report,'
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CERTIFIED PUBLIC ACCSUNTANTS

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED UPON THE AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH G OVERNMENT AUDITING STANDARDS

To the Board of Directors
Nassau County Industrial Development Agency
Mineola, NY

We have audited the financial statements of the business-type activities of the Nassau County
Industrial Development Agency (the “Agency”), a component unit of Nassau County, New York, as of
and for the year ended December 31, 2010 and 2009, which collectively comprise the Agency’s
basic financial statements and have issued our report thereon dated March 25, 2011. 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 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
the Agency's internal control over financial reporting. Accordingly, we do not express an opinion on
the effectiveness of the Agency's internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in
the preceding paragraph and was not designed to identify all deficiencies in internal control over
financial reporting that might be significant deficiencies or material weaknesses and therefore, there
can be no assurance that all deficiencies, significant deficiencies, or material weaknesses have been

identified.

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 misstatements on a timely basis. A material weakness is a deficiency, or combination of
deficiencies, in internal control such that there is a reasonable possibility that a material misstatement
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis.
We consider the deficiency described in the accompanying schedule of findings and questioned costs
to be a material weakness,
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the 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.

This report is intended solely for the information and use of the audit committee, management of the
Agency, and Nassau County and is not intended to be and should not be used by anyone other than
these specified parties.

fA frca b, V/W%ZW* Cor, 12 C.

Hauppauge, New York
March 25, 2011
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE
WITH AGENCY INVESTMENT POLICY

To the Board of Directors
Nassau County Industrial Development Agency
Mineola, New York

We have examined Nassau County Industrial Development Agency’s (the “Agency’), a
component unit of the Nassau County, New York, compliance with the Agency’s investment
policy during the period January 1, 2010 through December 31, 2010. Management is
responsible for the Agency's compliance with those requirements. Our responsibility is to
express an opinion on the Agency's compliance based on our examination.

Our examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants and, accordingly, included examining, on a
test basis, evidence about the Agency’s compliance with those requirements and performing
~ such other procedures as we considered necessary in the circumstances. We believe that
our examination provides a reasonable basis for our opinion. Our examination does not
provide a legal determination on the Agency’s compliance with specified requirements.

In our opinion, the Agency complied, in all material respects, with the aforementioned
requirements during the period January 1, 2010 through December 31, 2010.

This report is intended solely for the information and use of the audit committee,
management of the Agency, and the Nassau County and is not intended to be and should not
be used by anyone other than these specified parties.

H et Vaggeans, Lot ¥ Co: L L

Hauppauge, New York
March 25, 2011
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