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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Chemung County Industrial Development Agency
Elmira, New York

We have audited the accompanying balance sheets of the Chemung County Industrial Development Agency, a
component unit of the County of Chemung, New York, as of December 31, 2010 and 2009, and the related
statements of income, expenses, and changes in net assets and statements of cash flows for the years then
ended. These financial statements are the responsibility of the Agency's management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the 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 financial
position of Chemung County Industrial Development Agency as of December 31, 2010 and 2009, and the changes
in its financial position and its cash flows for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated March 28, 2011, on our
consideration of the Chemung County Industrial Development Agency's internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in conjunction with this report in considering the results
of our audit.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The supplementary schedule of project information on pages 15 to 16 are presented for the purpose of
additional analysis and is not a required part of the financial statements of Chemung County Industrial
Development Agency. Such 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.



Chemung County Industrial Development Agency has not presented Management's Discussion and Analysis that is
required supplementary information under accounting principles generally accepted in the United States of America.

The accompanying schedule of expenditures of federal awards is presented for purposes of additional analysis as
required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations, and is also not a required part of the basic financial statements of the Chemung County
Industrial Development Agency. The schedule of expenditures of federal awards is the responsibility of management
and was derived from and relate directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of the basic 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.

EVP %,ﬁmﬁ, LLP

EFP Rotenberg, LLP
Rochester, New York
March 28, 2011



CHEMUNG COUNTY INDUSTRIAL DEVELOPMENT AGENCY

Balance Sheets
December 31, 2010 and 2009

ASSETS

Current Assets

Cash and cash equivalents

Restricted cash

Accounts receivable

Grants receivable - current portion

Prepaid expenses

Loans receivable - current portion
otal current assets

Loans Receivable - Net of Current Portion
Grants Receivable - Net of Current Portion
Restricted Asset - Revolving Loan Fund
Property and Equipment - Net

Other Assets - Net

Total Assets
LIABILITIES AND NET ASSETS

Current Liabilities
Loans payable - current portion
Bonds payable - current portion
Accounts payable
Accrued state cost recovery assessment
Accrued interest

Total current liabilities

Long-Term Debt

Loans payable - net of current portion

Deferred revenue - revolving loan fund

Bonds payable - net of current portion
Total long-term debt

Total Liabilities
Net Assets (Deficit)
Investment in capital assets - net of related debt

Unrestricted
Total net assets

Total Liabilities and Net Assets

2010 2009
285,227 42,246
377,944 6,018,995

10,854 23,203
1,153,245 5,030,367
11,866 7,609
419,837 216,136

2,258,973 11,338,556

2,768,913 1,966,390

4,757,121 -

265 265
17,537,930 17,629,786
147,473 160,517
27,470,675 31,095,514
906,324 1,045,515
829,382 2,691,073
414,604 2,107,789
196,147 -
348.813 306,429
2,695,270 6,150,806
10,866,504 11,133,765
265 265
5,854,106 6.483.927
16.720.875 17.617.957
19.416.145 23,768,763

8,077,135 7,203,714
(22,605) 123,037

8,054,530 7,326,751

27,470,675 $ 31,095,514

The accompanying notes are an integral part of these financial statements.
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CHEMUNG COUNTY INDUSTRIAL DEVELOPMENT AGENCY
Statements of Income, Expenses, and Changes in Net Assets
For the Years Ended December 31, 2010 and 2009

2010 2009

Income
Development grants and reimbursements $ 2,159,560 $ 2,773,091
Rental income 1,351,696 1,277,498
Fee income 551,788 419,540
Interest income 92,603 73,474
Other income 20,293 -

Total income 4,175,940 4,543,603
Expenses
Development grants and project costs 1,240,999 2,466,294
Property and insurance expenses 17,413 24,587
Depreciation and amortization 579,725 527,925
Interest expense 1,383,715 1,138,308
Other expenses 226,309 9,598

Total expenses 3,448 161 4,166,712
Change in Net Assets 727,779 376,891
Net Assets - Beginning 7,326,751 6,949,860
Net Assets - Ending $ 8,054,530 $ 7,326,751

The accompanying notes are an integral part of these financial statements.
-4 -



CHEMUNG COUNTY INDUSTRIAL DEVELOPMENT AGENCY

Statements of Cash Flows
For the Years Ended December 31, 2010 and 2009

Cash Flows from Operating Activities
Cash (paid) received from operating income
Cash paid for operating expenses

Net cash flows from operating activities

Cash Flows from Capital and Related Financing Activities

Repayments of long-term debt
Purchases of fixed assets
Proceeds from bonds payable
Repayment of bonds payable
Restricted cash

Interest paid

Net cash flows from capital and related financing activities

Cash Flows from Investing Activities
Development loans provided
Development loans repaid
Interest received

Net cash flows from investing activities

Net Change in Cash and Cash Equivalents
Cash and Cash Equivalents - Beginning

Cash and Cash Equivalents - Ending

Reconciliation of Change in Net Assets to Net Cash Flows from Operating

Activities
Change in net assets
Adjustments
Depreciation and amortization
Interest income
Interest expense
Changes in assets and liabilities
Accounts receivable
Grants receivable
Reimbursement receivable
Prepaid expenses
Accounts payable
Accrued state cost recovery assessment
Net cash flow from operating activities

2010 2009
$ 3215687 $  (504,430)
(2,986,017) (658.960)
229670 _(1.163.390)
(406,450) (646,773)
(474,826) (819,614)
900,000 9,175,000
(3,391,512) -
5,641,051  (6,018,995)
(1,341,331) (831,879)
926,932 857,739
(1,450,000) -
443,776 131,928
92,603 73,474
(913.621) 205,402
242,981 (100,249)

42 246 142,495

$ 285227 $ 42246
$ 727,779 $ 376,891
579,725 527,925
(92,603) (73,474)
1,383,714 1,138,308
12,349 458
(879,999)  (5,003,398)

- 28,381

(4,257) (2,822)
(1,693,185) 1,844,341
196,147 -

$ 229670 $_(1,163,390)

The accompanying notes are an integral part of these financial statements.
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CHEMUNG COUNTY INDUSTRIAL DEVELOPMENT AGENCY
Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies

Organization and Purpose - The Chemung County Industrial Development Agency (the Agency) was
created in 1970 by its officers under the provisions of the laws of New York State for the purpose of
encouraging economic growth in the County of Chemung, New York. The Agency is exempt from
federal, state, and local income taxes.

The Agency is a public benefit corporation created in 1971 by an act of the New York State Legislature.
The Agency's primary purpose is to promote and assist private sector industrial development and
advance the job opportunities, and economic welfare of the people of the County of Chemung, New
York.

One of the Agency’s most important functions is to provide certain real property, sales and mortgage
recording tax benefits in lease financing or revenue bond transactions to qualifying industrial and
commercial entities in order to encourage industrial development in the County of Chemung, New
York. Retail projects may also qualify for Agency assistance if development occurs within the Elmira
Economic Development Zone boundaries.

In addition to industrial development bonds and sale/leaseback transactions, the Agency offers a real
property tax abatement program, known as PILOT. Projects that create new employment and are
sponsored by the Agency may qualify for abatements of real property taxes, such as county, town and
school taxes, through the PILOT (payment-in-lieu-of-taxes) program.

The Agency is a component unit of the County of Chemung, New York.

Basis of Accounting - Proprietary Funds are used to account for activities that are similar to those
often found in the private sector. All assets, liabilities, net assets, revenues, expenses, and payments
relating to the government’s business activities are accounted for through proprietary funds. The
measurement focus is on determination of operating income, financial position, changes in net assets
and cash flows. Operating revenues include charges for services. Operating expenses include costs
of services as well as, materials, contracts, personnel, and depreciation. All revenues and expenses
not meeting these definitions are reported as non-operating revenues and expenses. In accordance
with Governmental Accounting Standards Board (GASB) Statement No. 20, the Agency has elected to
follow GASB statements issued after November 30, 1989, rather than the Financial Accounting
Standards Board, in accounting for enterprise funds and business-type activities.

Estimates - The preparation of financial statements in accordance 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. Actual results could differ from those estimates.

Cash and Cash Equivalents - For the purposes of the balance sheet and statements of cash flows,
the Agency considers all highly liquid debt instruments purchased with a maturity of three months or
less to be cash equivalents.

Accounts Receivable - Accounts receivable are stated at the amount management expects to collect
from balances outstanding at year-end. Based on management's assessment of the credit history with
customers having outstanding balances and current relationships with them, it has concluded that
realization losses on balances outstanding at year-end will be immaterial and therefore an allowance
has not been established.

Grants Receivable - Grants receivable are stated at the amount specified in the grant agreements
obtained by the grant administrator.



CHEMUNG COUNTY INDUSTRIAL DEVELOPMENT AGENCY
Notes to Financial Statements

Note 2.

Note 3.

Property and Equipment - Property and equipment acquired by the Agency are stated at cost (or
estimated historical cost) including interest capitalized during construction where applicable.
Contributed assets are recorded at fair market value at the date received. Depreciation is recognized
on a straight-line basis over the estimated useful lives of the assets. Depreciation is computed over the
following periods:

Land improvements 20 years
Machinery and equipment 10 years
Building 40 years

Construction in Progress - Construction in progress is not depreciated until placed in service.
Industrial Revenue Bond and Note Transactions

Certain industrial development revenue bonds and notes issued by the Agency are secured by
property which is leased to companies and is retired by lease payments. The bonds and notes are not
obligations of the Agency or the State. The Agency does not record assets or liabilities resulting from
completed bond and note issues in its accounts, since its primary function is to arrange the financing
between the borrowing companies and the bond and note holders. The funds arising from these
transactions 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 immediately upon issuance of the bonds and notes.

Deposits and Investments

The Agency’s investment policies are governed by state law. Collateral is required for demand
deposits, certificates of deposit, and repurchase agreements not covered by federal deposit insurance.
Obligations which 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.

The amounts on deposit in banking institutions and the related collateral as of December 31, 2010 are
as follows:

Carrying Amount Bank Balance

Demand and savings deposits $ 663,171 $ 678,546
Covered by FDIC insurance $ 586,687
Pledged collateral 91,859
Total deposits $ 678,546



CHEMUNG COUNTY INDUSTRIAL DEVELOPMENT AGENCY
Notes to Financial Statements

Note 4. Loans Receivable

Loans receivable consist of the following at December 31:

N
[=]
-
o
N
[=
(=]
©

Receivable from Southern Tier Commerce Center,
LLC, monthly payments of $4,944 including interest at
3.5%. Loan established December 2006 and due
December 2016. $ 324452 $ 367,670

Receivable from the County of Chemung, New York,
quarterly payments of $25,750 including interest at
5.25%. Loan established January 2000 and due in
October 2019. 717,654 780,217

Receivable from Riverside Realty, LLC, non interest
bearing, monthly payments of $196. Loan established
November 2007 and due October 2022. 27,769 30,115

Receivable from Riverside Realty, LLC, monthly
payments of $7,239 including interest at 2.0%.
Payments commenced the month after receipt of the
final loan draw in the month of February 2010. Final
loan was established in February 2010 and due
February 2025. 1,070,959 825,000

Receivable from 2000 Lake Road, LLC, non-interest
bearing, monthly payments of $1,667. Loan
established May 2008 and due May 2018. 148,334 166,667

Receivable from Schweizer Aircraft Corporation, non-
interest bearing, monthly payments of $21,220. Loan
established in April 2010 and due April 2011. 74,582 -

Receivable from County of Chemung, non-interest
bearing, quarterly payments of $25,000. Loan
established in April 2010 and due April 2024. All
amounts received from the County will be used to
make required payments on the bond payable to
Elmira Savings Bank. See Note 10. 825,000 -

Loan received in full from Shadowstand Properties,
Inc. and Orthstar, Inc. - 12,857
Total 3,188,750 2,182,526

Less - current portion (419,837) (216,136)
Long-term portion $ 2768913 $ 1,966,390




CHEMUNG COUNTY INDUSTRIAL DEVELOPMENT AGENCY
Notes to Financial Statements

Note 5.

Note 6.

Note 7.

Property and Equipment

Property and equipment consists of the following at December 31:

Beginning Ending

Balance Increases Decreases Balance
Land and land improvements $ 2,722,387 $ 953,675 $ - $ 3,676,062
Machinery and equipment 1,065,785 - - 1,065,785
Buildings 15,894,213 - - 15,894,213
Construction in progress 478,850 291,038 769,888 -
Sub-total 20,161,235 1,244,713 769,888 20,636,060
Less, accumulated depreciation (2,531.449) (566.,681) - (3.098.130)

Property and equipment - net $ 17,629,786 $ 678,032 $ 769,888 $ 17,537,930

Depreciation expense amounted to $566,681 and $514,881 for the years ended December 31, 2010
and 2009, respectively.

Included in property and equipment is a helicopter facility owned by the Agency and leased to
Schweizer Aircraft Corporation (Schweizer). See Note 7.

Other Assets

Other assets consist of loan closing costs related to financing for the Schweizer facility discussed in
Note 5. These amounts are being amortized over the terms of the loans. Amortization expense
amounted to $13,044 for the years ended December 31, 2010 and 2009.

The following is a schedule of future amortization of loan costs

2011 $ 13,044
2012 13,044
2013 13,044
2014 13,044
2015 13,044
Thereafter 82,253

Total $ 147,473
Leasing Arrangements

The Agency is the lessor of three properties, equipment and paid-up oil and gas leases on three parcels
of land.

One lease is for an industrial building in the Town of Horseheads for the term of forty years beginning
December 1982 with a $48,000 annual payment.

The second is for the Schweizer facility discussed in Note 5, which requires monthly payments of
$89,975. This lease is for fifteen years beginning September 2007. During years one through ten, base
rent is determined on the amortized amount, as defined in the agreement, amortized over twenty years
at an interest rate of 6.95%. During years eleven through fifteen the base rental will be adjusted from
the 6.95% rate in years one through ten to the five year treasury rate on the first day of the eleventh
year plus 225 basis points. This lease has four renewal options, each for a period of five years. The
equipment lease is for equipment used in the Schweizer facility and requires monthly payments of
$10,550 for a period of 168 months. This lease also has four renewal options, each for a period of five
years. Both leases for the Schweizer facility and equipment have purchase options, with a stipulated



CHEMUNG COUNTY INDUSTRIAL DEVELOPMENT AGENCY
Notes to Financial Statements

formula in the facility lease based on outstanding loan balances for which the facility serves as
collateral, equity reimbursement, plus closing costs; the equipment lease purchase option is based on
fair market value as defined.

In the terms of the third lease, the Agency is the lessor of land leased to Schweizer Aircraft Corporation.
This lease began on October 1, 2009 and is for a term of five years, expiring September 30, 2014. The
lease requires monthly payments of $5,674 .This lease also has four renewal options, each for a period
of five years. At the end of the term of the lease, the lessee has an option to purchase the land.

The Agency has a fourth lease with Schweizer Aircraft Corporation for land that is used for a compass
rose and parking area. This lease continues through August of 2022 and requires monthly payments
totaling $761.

The Agency has a fifth lease with Schweizer Aircraft Corporation for land that is used to construct and
install improvements in connection with helicopter tie-downs. This lease continues through November
of 2012 and requires monthly payments of $8,354.

The Agency has a sixth agreement with Anschutz Exploration Corporation for lease payments to be
made to the Agency at an annual rate per mineral acre through November 2012. Total rental income of
this lease amounted to $4,449 in 2010.

Total rental income for the years ended December 31, 2010 and 2009 was $1,351,696 and $1,277,498,
respectively.

The following is a schedule of future minimum rentals to be received over the next five years, excluding
the oil and gas right leases:

2011 $ 1,431,775
2012 1,423,420
2013 1,331,521
2014 1,314,498
2015 1,263,428

Total $ 6,764,642

Note 8. Supplemental Cash Flow Information

2010 2009
Cash paid during the year for:
Interest $ 1341331 $ 836,219
Note 9. Loans Payable
Loans payable consists of the following at December 31.:
2010 2009
Payable to Chemung Canal Trust Co. Quarterly payments of
$25,750, including interest at 5.25%, through the year 2019. $ 717,654 $ 780,216
Payable to Chemung Canal Trust Co. Interest only payments
were made until September 2009, then annual principal
payments of $60,000, plus interest at 6.25%, through the year
2018. 480,000 540,000

-10 -



CHEMUNG COUNTY INDUSTRIAL DEVELOPMENT AGENCY
Notes to Financial Statements

Payable to County of Chemung, New York. Funds will be
reimbursed, at 0% interest, in future periods in association with
future period excess cash flows. 200,001 200,001

Payable to NYS Department of Transportation (NYSDOT),
without interest. Repayment to be made annually based on the
value determined by the NYSDOT of $204,960 as follows: 10%
in 2011, 20% for years 2012-2014 and final payment of 30% in
2015. Payment has not been made as of December 31, 2010.
The loan value recorded by the Agency in prior years has been
adjusted to the amount determined by the NYSDOT. The
difference has been recorded as other income in 2010. 204,960 215,751

Payable to Community Bank, NA. Monthly payments of $4,836
with an interest rate of 5.95%. This loan matures in February
2015. This loan was restructured in 2011. See Note 15 for
further information. 213,327 -

Payable to Five Star Bank. Monthly payments of $8,062,
including interest at 6.95%, amortized over ten years and
maturing December 2017. The loan is collateralized by the
Schweizer equipment and an assignment of the equipment lease
discussed in Note 8. This loan was restructured in 2011. See
Note 15 for further information. 532,631 599,224

Payable to Five Star Bank. Monthly payments of $92,462,
including interest at 6.95%, amortized over twenty years and
maturing January 2028. On the ten year anniversary of the
conversion to permanent financing (December 2017), the interest
rate is adjusted to 225 basis points over the Five Year Treasury
Bill rate. The loan is collateralized by the Schweizer facility and
an assignment of the lease discussed in Note 8. This loan was

restructured in 2011. See Note 15 for further information. 9,424,255 9,844,088
Total 11,772,828 12,179,280
Less - current portion (906,324) (1,045,515)
Long-term portion $10,866,504 $11,133,765

The following is a schedule of future principal and interest loan payments:

Principal Interest Total

2011 $ 906,324 $ 767,256 $ 1,673,580
2012 790,857 677,469 1,468,326
2013 838,701 629,625 1,468,326
2014 889,780 578,546 1,468,326
2015 914,733 525,064 1,439,797
Thereafter 7,432,433 3,937,324 11,369,757

Total $ 11,772,828 $ 7,115,284 $18,888,112

See Note 15 for disclosure related to the restructure of the loans payable to Five Star Bank and
Community Bank, N.A. subsequent to December 31, 2010.

-11 -



CHEMUNG COUNTY INDUSTRIAL DEVELOPMENT AGENCY
Notes to Financial Statements

Note 10. Significant Project and Bonds Payable

The Agency began a significant project during 2009 with CVS Pharmacy, Inc. The project consists of
the following: the acquisition of an approximately 148 acre parcel of land located on White Wagon
Road, the demolition of the existing facility, the construction of an approximately 751,000 square foot
distribution center, the construction of various utility and other infrastructure improvements and the
acquisition and installation of certain machinery and equipment to be used by the distribution center.

During 2009 the Agency authorized the issuance and sale of $9,175,000 PILOT revenue bonds to
fund the construction on this project. Bonds payable consisted of the following at December 31:

2010 2009

Series 2009A Bond paid in full. $ - $ 1,200,000
Series 2009B Bond paid in full. - 500,000
Series 2009C Bond paid in full. - 200,000
Series 2009D Bond paid in full. - 750,000

Series 2009E Bond - Payable to Elmira Savings Bank in
annual installments with a maturity date of June 5, 2021.
Interest is payable in annual installments at a rate of 5.75%.
Repayment of principal for this bond will be funded through
a grant from the Economic Development Administration
(EDA) for American Recovery and Reinvestment Act
(ARRA) of $1,454,080 to fund the portion of the project
relating to the cost of enhancing the water and sewer
system owned by the Agency as well as the cost of
upgrading White Wagon Road owned by the County of
Chemung, New York. The remaining portion of this bond
will be paid back through PILOT revenue upon completion
of the project. 5,783,488 6,525,000

Bond payable to Elmira Savings Bank in quarterly
installments of $25,000 with a maturity date of April 2024.
Interest is payable in quarterly installments at a rate of
6.5%. Repayment of this bond will be made with proceeds
from the loan receivable from Chemung County described
in Note 4. 900,000 -

Total 6,683,488 9,175,000
Less, current portion (829.382) (2,691.073)
Long-term portion $ 5,854,106 $ 6,483,927
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CHEMUNG COUNTY INDUSTRIAL DEVELOPMENT AGENCY
Notes to Financial Statements

Note 11.

Note 12.

Note 13.

Note 14.

The following is a schedule of future principal and interest bond payments:

Principal Interest Total

2011 $ 829,382 $ 196,894 $ 1,026,276
2012 524,861 343,948 868,809
2013 555,561 313,248 868,809
2014 587,896 280,913 868,809
2015 622,117 246,692 868,809
Thereafter 3,563,671 676,890 4,240,561

Total $ 6,683,488 $ 2,058,585 $ 8,742,073

The Agency has recorded the following grants receivable related to this project:

NYSEG $ 200,000
County of Chemung, New York - future PILOT agreement 5,683,397
$ 5,883,397

Total restricted cash for this project amounted to $377,944 at December 31, 2010. Total interest
relating to these bonds payable was accrued as of December 31, 2010 in the amount of $230,108.

The Agency is in negotiations with CVS to restructure the repayment terms after the project is
completed. The project is expected to be complete in 2011.

Restricted Asset - Revolving Loan Fund

The Agency received a fund, held by the County of Chemung, New York, to grant or loan to County
businesses or to use in project development to encourage economic growth in the County. This fund
is reported as a restricted asset and as deferred revenue. The Agency has utilized all but $265 of this
fund, which remains available at December 31, 2010 and 2009.

During 2007, the Agency borrowed $200,001 from the County of Chemung, New York to provide
funding for project development. These funds will be reimbursed in future periods in association with
future period excess cash flows, and remain outstanding at December 31, 2010 and 2009. See Note
9.

City of EImira Empire Zone

The Agency has an agreement with the City of Elmira to utilize a portion of its Empire Zone within the
limits of the County but outside the geographic boundaries of the City of Elmira. During the year
ended December 31, 2010 and 2009, the Agency paid the City of Elmira $50,000 in both years. The
Agency is no longer committed to make payments on this agreement since the Empire Zone program
ended in June 2010.

State Cost Recovery Assessment

Public Authorities Law Section 2975 which passed in 2009 established a cost recovery of central
government services provided to public authorities by New York State. The 2009-2010 administrative
services assessment for the Agency is $196,147, and was billed to the Agency by the New York
State Department of Taxation in February 2011 and is due March 31, 2011. The cost recovery
assessment was accrued in the 2010 financial statements.

Commitment

The Agency has a commitment to provide grant funding to a company in the amount of $140,000 per
year through 2012.

-13-



CHEMUNG COUNTY INDUSTRIAL DEVELOPMENT AGENCY
Notes to Financial Statements

Note 15. Subsequent Event - Debt Restructure

Subsequent to December 31, 2010, the Agency restructured three of the outstanding loans listed in
the loans payable schedule in Note 9 into one Five Star Bank loan. The loans restructured include
two Five Star Bank loans and one Community Bank, NA loan, amounting to $10,170,213 at
December 31, 2010. Within the restructuring, the Agency also financed an additional amount to fund
construction of an expansion to a Schweizer Aircraft facility and to perform renovations of the existing
facility. Additional funds were also financed for accrued interest pay offs on the existing loan
agreements and to finance applicable closing costs. The total amount financed within the
restructuring amounted to $21,500,000.

The terms of the restructured loan include interest at fixed rate of 4.85% with monthly payments
amounting to $197,237. The future minimum payments schedule below reflects the terms of the
restructuring. The restructured Five Star Bank loan requires interest only payments until the
construction process is deemed to be complete. As of March 28, 2011, the date these financial
statements were available to be issued, the Agency anticipated the completion of the project to occur
on or about October 31, 2011. Therefore, principal payment amounts are not included in the
calculation below for 2011, but are expected to commence in 2012. Covenants of the restructured
loan require the Agency to comply with a minimum debt service coverage ratio of 1.024 for the term
of the loan, calculated annually based exclusively on the annual lease payment received by the
Agency for the Schweizer Aircraft facility and the debt service on the restructured debt.

The following is a schedule of anticipated future principal and interest loan payments:

Principal Interest Total

2011 $ 584,715 $ 1,078,311 $ 1,663,026
2012 1,536,426 1,034,416 2,570,842
2013 1,608,042 962,800 2,570,842
2014 1,683,131 887,711 2,570,842
2015 1,782,460 808,878 2,591,338
Thereafter 15,907,841 2,305,688 18,213,529

Total $23,102,615 $ 7,077,804 $30,180,419
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CHEMUNG COUNTY INDUSTRIAL DEVELOPMENT AGENCY
Schedule of Expenditures of Federal Awards
For the Year Ended December 31, 2010

Federal
CFDA Federal
Federal Grantor/Program Title Number Expenditures
U.S. Department of Commerce
Economic Development Administration - ARRA - 2009 (see Note 3) 11.307 $ 238,747
Economic Development Administration - ARRA - 2010 11.307 499,777
Total U.S. Department of Commerce $ 738,524

The accompanying notes are an integral part of the schedule of expenditures of federal awards.
-17 -



CHEMUNG COUNTY INDUSTRIAL DEVELOPMENT AGENCY
Notes to Schedule of Expenditures of Federal Awards
For the Year Ended December 31, 2010

Note 1.

Note 2.

Note 3.

Basis of Presentation

The accompanying schedule of expenditures of federal awards presents the activity of all federal financial
assistance programs of the Chemung County Industrial Development Agency. The Chemung County
Industrial Development Agency reporting entity is defined in the notes to the Agency's financial statements.
All federal financial assistance received directly from federal agencies is included on the schedule. The
accompanying schedule of expenditures of federal awards is presented using the accrual basis of
accounting, which is described in the notes to the Agency's financial statements.

Reporting Entity

The amounts reported as federal expenditures generally were obtained from federal financial reports for the
applicable program and period. The amounts reported in these federal financial reports are prepared from
records maintained for each program. These records are periodically reconciled to the general ledger which
is the source of the general purpose financial statements.

Project Finalization
In 2009 the project expenditures on the schedule of expenditures of federal awards were based upon the
matching percentage that was established at that time. The matching percentage was modified from 54.66%

to 72.90% when the project was finalized, which changed the amount of 2009 expenditures that qualified to
be reported on the schedule of expenditures of federal awards.
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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 Board of Directors
Chemung County Industrial Development Agency
Elmira, New York

We have audited the financial statements of Chemung County Industrial Development Agency as of and for the
year ended December 31, 2010, and have issued our report thereon dated March 28, 2011. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to the financial audits contained in Governmental Auditing Standards, issued by the Comptroller General
of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Chemung 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
Chemung County Industrial Development Agency's internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of Chemung 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 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. However,
we identified certain deficiencies in internal control over financial reporting, described in the accompanying
schedule of findings and questioned costs that we consider to be significant deficiencies in internal control over
financial reporting [2010-1]. A significant deficiency is a deficiency, or a combination of deficiencies, in internal
control that is less severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Chemung 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.



The Chemung County Industrial Development Agency's response to the findings identified in our audit are
described in the accompanying schedule of findings and questioned costs. We did not audit the Chemung County
Industrial Development Agency's response and, accordingly, we express no opinion on the response.

This report is intended solely for the information and use of the Board of Directors, management, and federal
awarding agencies and pass-through entities and is not intended to be and should not be used by anyone other
than these specified parties.

EFP %uﬁmﬁ, Ll

EFP Rotenberg, LLP
Rochester, New York
March 28, 2011
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REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE A DIRECT AND MATERIAL EFFECT
ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
OMB CIRCULAR A-133

To the Board of Directors
Chemung County Industrial Development Agency
Elmira, New York

Compliance

We have audited the compliance of the Chemung County Industrial Development Agency, with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that could have a direct and material effect on each of its major federal programs for the
year ended December 31, 2010. The Chemung County Industrial Development Agency's major federal programs
are identified in the summary of auditor's results section of the accompanying schedule of findings and questioned
costs. Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of its major
federal programs is the responsibility of the Chemung County Industrial Development Agency's management. Our
responsibility is to express an opinion on the Chemung County Industrial Development Agency's compliance based
on our audit.

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

In our opinion, the Chemung County Industrial Development Agency, complied, in all material respects, with the
compliance requirements referred to above that could have a direct and material effect on each of its major federal
programs for the year ended December 31, 2010.

Internal Control Over Compliance

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



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

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

This report is intended solely for the information and use of the Board of Directors, management of the Chemung
County Industrial Development Agency, 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.

EFP Rilinkurg, LLP

EFP Rotenberg, LLP
Rochester, New York
March 28, 2011



CHEMUNG COUNTY INDUSTRIAL DEVELOPMENT AGENCY
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2010

SUMMARY OF AUDITOR'S RESULTS

1.

7.

8.

The auditors' report expresses an unqualified opinion on the financial statements of the Chemung County
Industrial Development Agency.

No material weaknesses relating to the audit of the financial statements are reported in the Report On Internal
Control Over Financial Reporting and on Compliance and Other Matters Required by Government Auditing
Standards.

No instance of noncompliance material to the financial statements of the Chemung County Industrial
Development Agency were disclosed during the audit.

The auditors' report on compliance for the major federal award programs for the Chemung County Industrial
Development Agency expresses an unqualified opinion on major federal award programs.

There were no material weaknesses noted relative to the major federal award programs for the Chemung
County Industrial Development Agency reported in this schedule.

The programs tested as a major programs included:

CFDA Federal

Program Name Number
Economic Development Administration - ARRA 11.307

The threshold for distinguishing Types A and B programs was $300,000.

The Chemung County Industrial Development Agency was determined to be a high-risk auditee.

FINDINGS - FINANCIAL STATEMENT AUDIT

FINDING 2010-1

Significant Deficiency - Auditor Adjustments of General Ledger: In connection with our audit, we were required
to make material general ledger adjustments in order to assist Chemung County Industrial Development Agency in
preparing the financial statements and related footnotes. Although these adjustments were reviewed in detail with
management who takes responsibility for them, it is management's responsibility to maintain the necessary expertise
and the proper system of controls to properly generate a general ledger that does not require extensive adjustment
to produce reliable financial information.

Recommendation: We recommend that accounting procedures be modified to record all transactions when
incurred rather than when payment is received or when payment is made. In addition, a member of the audit
committee should perform an internal review of information generated by the accounting system monthly to
ensure that the Board of Directors receives accurate financial information.

Management Response: The majority of the general ledger adjustments were associated with one large project.
Internal controls of accounting procedures will be modified to reduce future general ledger adjustments.

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT

NONE
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CHEMUNG COUNTY INDUSTRIAL DEVELOPMENT AGENCY
Summary Schedule of Prior Year Findings and Questioned Costs
For the Year Ended December 31, 2010

FINDINGS - FINANCIAL STATEMENT AUDIT

FINDING 2009-1

Significant Deficiency - Under Collateralized Deposits: Amounts held by Chemung County Industrial
Development Agency, on behalf of the CVS project, at December 31, 2009, were not fully collateralized at 100%.
On December 31, 2009 the amount of uncollateralized deposits totaled $5,518,996.

Resolution: The Agency has obtained a collateral agreement and has sufficient collateral coverage at
December 31, 2010.

FINDING 2009-2

Significant Deficiency - Restatement of Financial Statements: The 2009 financial statements for Chemung
County Industrial Development Agency required restatement to correct the reporting of activity related to the CVS
project. This restatement resulted in a material change to the financial statements, as originally issued.
Resolution: The Agency implemented procedures to ensure proper reporting of all transactions.

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT

FINDING 2009-3

DEPARTMENT OF COMMERCE
Economic Development Administration (EDA) - ARRA - CFDA No. 11.307

Criteria: The allowable cost compliance requirement only allows specific costs identified in the grant agreement to
be accepted as part of this federal program. The allowable costs include construction expenditures relating to the
enhancement of the water and sewer system owned by the Agency as well as construction of White Wagon Road.

Condition: The Chemung County Industrial Development Agency reported costs on the quarterly report required by
the American Recovery and Reinvestment Act relating to a portion of the project that was not specified as allowable
by the EDA which was the result of a clerical error.

Resolution: Total project costs reported in the final disbursement letter from the EDA reflect only allowable costs
determined in the grant agreement.
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