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KIMBALL & O'BRIEN PC

Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Ulster County Industrial Development Agency
Kingston, New York

We have audited the accompanying financial statements of Ulster County Industrial Development
Agency, a component unit of the County of Ulster, as of and for the year ended December 31, 2007, as
listed in the table of contents. These financial statements are the responsibility of the Agency’s
management. Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Ulster County Industrial Development Agency as of December 31, 2007, and the
changes in financial position and cash flows thereof for the year 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 April 29, 2008, -
on our consideration of the Ulster County Industrial Development Agency's internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on the internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

The management’s discussion and analysis starting on page 3 is not a required part of the basic financial
statements but is supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted principally of
inquires of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion on it.

465 Washington Avenue ¢ Kingston, NY 12401 ¢ 845-331-5030 ¢ Fax: 845:331-0242 ¢ cpa@kimballobrien.com

Member of the PCPS Section of the AICPA



To the Board of Directors
Ulster County Industrial Development Agency
-

Our audit was conducted for the purpose of forming an opinion on the basic financial statements of the
Ulster County Industrial Development Agency. The accompanying supplementary information is
presented for purposes of additional analysis as required by New York State and is not a required part of
the basic financial statements. Such information has been subjected to the auditing procedures applied in

the audit of the basic financial statements and, in our opinion, is fairly presented in all material respects in
relation to the basic financial statements taken as a whole.

KIMBALL & O'BRIEN PC

By

April 29, 2008



Management’s Discussion and Analysis — 2007 Audit

Introduction

Our discussion and analysis of Ulster County Industrial Development Agency’s financial
performance provides an overview of the agency’s financial activities for the fiscal year
ended December 31, 2007. Please read it in conjunction with the agency’s financial
statement that follows this discussion and analysis. Ulster County Industrial Development
Agency is a component unit of the County of Ulster, New York, therefore this discussion
and analysis included only the business-type activities of the agency.

Financial Highlights

The Agency’s net assets have increased by $103,351 (or 18.0%) as a result of this year’s
operations.

Operating revenue increased from last year by $180,374 (or 56.1%) and operating
expenses increased from last year by $158,925 (or 60.0%).

Agency Highlights

The agency closed on four projects during the year ended December 31, 2007 generating
$500,227 in administrative fees. The County of Ulster should benefit by the increase of 134
new and 13 retained jobs these projects will provide, as well as 186 construction jobs.

Using This Annual Report

Since the Agency conducts only business-type activities, this annual report consists of only
the Statement of Net Assets, Statement of Revenues, Expenses and Changes of Net Assets
and the Statement of Cash Flows, which provide information about the activities of the
Agency only.

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



Condensed Comparative Financial Statements and Analysis

The Agency’s net assets at the end of the current fiscal year were $678,816, an increase of
$103,351 from last year’s $575,465.

Our analysis below focuses below on the net assets (Table 1) and the changes in net assets
(Table 2).

Table 1 — Net Assets

2007 2006
Current Assets $686,125 $576,465
Current Liabilities $7,309 $1.000
Unrestricted Net Assets $678.816 $575.465
Total Net Assets $678.816 $575,465

Current Assets: Cash totals $685,512 for the current year versus $575,578 for last year.
The increase in cash is due to an increase in the dollar amounts of the projects that closed
this year. This year’s receivables were $0 compared to last years $250. Prepaid expenses
total $613 this year versus $637 last year.

Current Liabilities
This year there were outstanding payables of $7,309 compared to last year’s $1,000.

Table 2 — Changes in Net Assets

Revenue
Application Fees $1.500 $2.500
Administration Fees $500,227 $318.853
Interest & Investment Income $25.806 $23.287
Total Revenues $527.533 $344.,640
Expenses
Operating Expenses $424.182 $265,257
Non-Operating Expenses 30 $0
Total Expenses $424,182 $265257
Increase In Net Assets $103,351 $79,383

The Agency’s revenues are $501,727 versus last year’s $321,353. Expenses are $424,182
versus last year’s $265,257. While the number of projects that closed this year was the
same as last year, the dollar amounts of those projects were significantly higher which
generated the increase in administrative fees this year. The expenses were higher this year
predominantly due to 2 $90,688 increase in administrative fees to UCDC that was based on
the increased fees to the UCIDA from this year’s projects, a $49,250 increase in grants given
out, and $6,451 to develop the new UCIDA website.



Economic Factors and Next Year’s Budget

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

The main economic factor considered when creating next year’s budget was to budget

revenue conservatively based on projects already in the pipeline, keeping with the slowdown
in project applications seen in 2007. Expenses were kept standard with 2007 levels.

Contacting UCIDA Financial Administrator

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



ULSTER COUNTY INDUSTRIAL DEVELOPMENT AGENCY
(A COMPONENT UNIT OF THE COUNTY OF ULSTER)
STATEMENT OF NET ASSETS
DECEMBER 31. 2007

ASSETS:
Current assets:
Cash
Prepaid expenses

Total assets

LIABILITIES

Accounts payable
Due to UCDC
- Total liabilities

NET ASSETS:
Unrestricted .

Total net assets

The accompanying notes are an integral part of the financial statements.
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ULSTER COUNTY INDUSTRIAL DEVELOPMENT AGENCY
(A COMPONENT UNIT OF THE COUNTY OF ULSTER)
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
YEAR ENDED DECEMBER 31.2007

OPERATING REVENUES
Revenue from application fees $ 1,500
Revenue from administrative fees 500,227
Total operating revenues 501,727

OPERATING EXPENSES
Grants 134,250
Adminstrative fees 250,114
Contractual expenses 7,739
Strategic program expense 18,867
Website development 6,451
Other expenses 4,896
Insurance expense 1,865
Total operating expenses 424,182
Operating income 77,545

NONOPERATING REVENUES

Interest and investment revenue 25,806
Total nonoperating revenue 25,806
Change in net assets 103,351
Total net assets - beginning 575,465
Total net assets - ending $ 678816

The accompanying notes are an integral part of the financial statements.
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ULSTER COUNTY INDUSTRIAL DEVELOPMENT AGENCY
(A COMPONENT UNIT OF THE COUNTY OF ULSTER)
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31. 2007

CASH FLOWS FROM OPERATING ACTIVITIES:

Receipts for administrative and application fees $ 501,727

Payments to grantees (134,250)

Payment of expenses (283,349)
Net cash provided by operating activities 84,128

CASH FLOWS FROM INVESTING ACTIVITIES:

Interest on cash investments 25,806
Net cash provided by investing activities 25,806
NET INCREASE IN CASH 109,934
CASH - BEGINNING 575,578
CASH - ENDING $ 685,512

Reconciliation of operating income to net cash
provided by operating activities:
Operating income $ 77,545
Changes in assets and liabilities:

Prepaid expenses ' 24
Due to Ulster County Development Corporation 4,696
Accounts payable 1,863
Net cash used by operating activities $ 84,128

The accompanying notes are an integral part of the financial statements.
8



ULSTER COUNTY INDUSTRIAL DEVELOPMENT AGENCY
(A COMPONENT UNIT OF THE COUNTY OF ULSTER)
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Ulster County Industrial Development Agency (the “Agency”) is a quasi-governmental agency, formed in
1978, which has the authority to issue tax exempt and taxable industrial revenue bonds for eligible
projects in Ulster County, New Vork. Industrial Development Agencies are authorized to promote,
develop, encourage and assist in acquiring, constructing, reconstructing, improving, maintaining,
equipping and furnishing industrial, manufacturing, warehousing, commercial, research and recreation
facilities, educational or cultural facilities, railroad facilities, civic facilities owned or occupied by not-
for-profit corporations, and horse racing facilities. They thereby advance the job opportunities, health,
general prosperity and economic welfare of the people of the State of New York and improve their
recreation opportunities, prosperity and standard of living.

The financial statements of the Ulster County Industrial Development Agency have been prepared in
accordance with generally accepted accounting principles (GAAP) as applied to government units. The
Governmental Accounting Standards Board (GASB) is responsible for establishing GAAP for state and
local governments through its pronouncements (Statements and Interpretations). As allowed by GASB,
the Agency has elected to not apply the pronouncements of the Financial Accounting Standards Board
(FASB) issued after November 30, 1989. The more significant accounting policies of the Agency are
described below. The Agency implemented the new financial reporting requirements of GASB
Statement No. 34 for the year ended December 31, 2002. As a results a Management Discussion and
Analysis (MD&A) section providing an analysis of the Agency’s overall financial position and results of
operations is now presented.

A. Reporting Entity
All governmental activities and functions performed for Ulster County Industrial Development
Agency are its direct responsibility. No other governmental organizations have been included or
excluded from the reporting entity. Ulster County Industrial Agency is a component unit of the -
County of Ulster. '

B. Basis of Accounting
Governmental units that conduct business and quasi-business activities are accounted for in a
manner similar to commercial enterprises. The Agency uses an “economic resources” measurement
focus. The accounting objectives of this measurement focus are the determination of operating
income, changes in net assets, financial position, and cash flows. The Agency utilizes the accrual
basis of accounting. Under the accrual basis of accounting, revenues are recognized when earned
and expenses are recorded when the liability is incurred or economic asset used.

C. Financial Statement Amounts

Estimates — The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the
reported amounts. Actual results could differ from those estimates.

See auditors’ report.
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ULSTER COUNTY INDUSTRIAL DEVELOPMENT AGENCY
(A COMPONENT UNIT OF THE COUNTY OF ULSTER)
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2007

NOTE 2 - DETAIL NOTES

A. Assets

Cash and Investments — Agency’s investment policies are governed by state statutes. In
addition, the Agency has its own investment policy. Agency monies must be deposited in
FDIC-insured commercial banks or trust companies located within the state. The finance
manager is authorized to use demand accounts and certificates of deposit. Collateral is required
for 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.

Deposits and investments at year-end are covered by federal depository insurance or by
collateral held by the bank in the Agency's name.

B. Liabilities

1) Grants and Commitments - The Agency has guaranteed a minimum of $60,000 to Ulster
County Development Corporation in support for 2007 whether payable in administrative fees or
through a grant.

2) The Agency has committed $50,000 to the Shovel Ready Fund administered by Ulster
County Development Corporation. In return for administering this fund the Agency is also
obligated to pay a 1% administrative fee. These funds are available to Ulster County
municipalities to conduct industrial area feasibility studies. To date, $10,000 of grants were

provided.
NOTE 3 - UNRESTRICTED NET ASSETS

At December 31, 2007, unrestricted net assets included funds designated as follows:

Shovel Ready grant $ 40,000
Hudson Valley Agri Business Development Corp. 50,000
Ulster County Development Corporation 60,000
Solar Energy Consortium 5,750
$ 155,750
NOTE 4 - FEES

Under its authority to issue bonds for eligible projects, Ulster County Industrial Development Agency
charges various fees relating to processing applications and bond issuances.

See auditors’ report.
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ULSTER COUNTY INDUSTRIAL DEVELOPMENT AGENCY
(A COMPONENT UNIT OF THE COUNTY OF ULSTER)
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2007

NOTE 5 - RELATED PARTIES

The funds of Ulster County Industrial Development Agency are administered by Ulster County
Development Corporation. As the administrator, it receives 50% of fees charged when projects are
completed through Ulster County Industrial Development Agency. During 2007, fees totaling $250,114
were earned by Ulster County Development Corporation.

NOTE 6 — CONDUIT (NO-COMMITMENT) DEBT

From time to time, the IDA 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 IDA, 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, 2007, there were seventeen series of Industrial Revenue Bonds outstanding, with an
aggregate principal amount payable of $213,880,500.

See auditors’ repott.
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KIMBALL & O'BRIEN PC

Certified Public Accountants

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 Board of Directors
Ulster County Industrial Development Agency
Kingston, New York

We have audited the financial statements of Ulster County Industrial Development Agency, as of and for
the year ended December 31, 2007, and have issued our report thereon dated April 29, 2008. 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 Ulster County Industrial Development Agency's
internal control over financial reporting as a basis for designing our auditing procedures for the purpose
of expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of the Ulster County Industrial Development Agency's internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the Ulster County Industrial

Development Agency's internal control over reporting.

A control deficiency 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 significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that there
is more than a remote likelihood that a misstatement of the entity’s financial statements that is more than
inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in the internal control
that might be significant deficiencies or material weaknesses. We did not identify any deficiencies in

internal control over financial reporting that we consider to be material weaknesses as defined above.
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Compliance and Other Matters

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

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

used by anyone other than these specified parties.

KIMBALL & O'BRIEN PC

o M)

April 29, 2008
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