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BUFFAMANTE WHIPPLE BUTTAFARO, PC.

Certified Public Accountants s Business Advisors
INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Allegany County Industrial Development Agency
Belmont, New York

We have audited the accompanying financial statements of the Allegany County Industrial Development Agency and its component
unit, the Allegany County Capital Resource Corporation, and the Allegany County Utility Corporation (collectively, component units of
Allegany County, New York), as of and for the year ended December 31, 2019, and the related notes to the financial statements, which
collectively comprise the Agency’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting
principles generally accepted in the United States of America; this includes the design, implementation, and maintenance of internal
control relevant to the fair presentation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’'s Responsibility

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 involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of the
Allegany County Industrial Development Agency and its component units as of December 31, 2019, and the respective changes in
financial position and cash flows thereof for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Report on Summarized Comparative Information

We have previously audited the Allegany County Industrial Development Agency’s and its component units December 31, 2018
financial statements and our report dated April 11, 2019, expressed an unmodified opinion on the respective financial statements. In
our opinion, the summarized comparative information presented herein as of and for the year ended December 31, 2018, is consistent,
in all material respects, with the audited financial statements from which it has been derived.

-1
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that Management’'s Discussion and Analysis on pages
3 through 6 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.

Other information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively comprise Allegany County
Industrial Development Agency'’s basic financial statements. The Schedule of Tax-Exempt Bonds and Sale-Leaseback Transactions
is presented for purposes of additional analysis and is not a required part of the financial statements.

The Schedule of Tax-Exempt Bonds and Sale-Leaseback Transactions has not been subjected to the auditing procedures applied in
the audit of the basic financial statements, and accordingly, we do not express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 12, 2020, on our consideration of
Allegany 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, in considering Allegany County Industrial Development Agency internal control
over financial reporting and compliance.

B wffFarmearte Ww( Bultafare PC

BUFFAMANTE WHIPPLE BUTTAFARO, P.C.

Olean, New York
March 12, 2020
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I.  Discussion and Analysis

The following is a discussion and analysis of the Allegany
County Industrial Development Agency financial performance
for the year ended December 31, 2019. This section is a
summary of the Agency’s financial activities based on currently
known facts, decisions, or conditions. It is based on the financial
statements. The results of the current year in comparison with
the prior year are discussed in the following paragraphs. This
section is only an introduction and should be read in conjunction
with the Agency’s financial statements, which follow this section.

Il.  Einancial Highlights

The following items are the financial highlights experienced by
the Allegany County Industrial Development Agency during
the year ended December 31, 2019:

e Overall net position of the Agency increased approximately
$18,000 and decreased $76,000 during the years ended
December 31, 2019 and 2018, respectively.

e The Agency’s total support and revenue were approximately
$460,000 during 2019 as compared with approximately
$392,000 during 2018. This increase was primarily due to
an increase in administrative fees to the Agency related to
solar farm and developmental projects.

e The Agency's total expenses and other uses were
approximately $442,000 during 2019 as compared to
approximately $468,000 during 2018. This decrease was
primarily the result of a decrease in legal and professional
expenses related to the water line project.

e The Agency had approximately $1,337,000 of capital
purchases during the current year which were primarily
related to excavation costs associated with the water line
project.

IIl. Overview of the Financial Statements

This annual report consists of three parts: MD&A (this section),
the basic financial statements, and required supplementary
information.

A. Reporting the Agency as a Whole (Government-wide
Financial Statements):

The government-wide statements report information about
the entity as a whole using accounting methods similar to
those used by private-sector companies. Activities that are
fiduciary in nature are not included in these statements.

1. Statement of Net Position

The Statement of Net Position (page 7) shows the
“assets” (what is owned), “liabilities” (what is owed) and
the “net position” (the resources that would remain if all
obligations were settled) of the Agency. The Statement
categorizes assets to show that some assets are very
liquid, such as cash and cash equivalents. Some
assets are designated for certain purposes or reserved
for emergencies and cash flow purposes. Some assets
are available to fund budgets of the following year.

2. Statement of Activities

The Statement of Activities (page 8) shows the amounts
of program-specific and general Agency revenue used
to support the Agency’s various functions.

The two government-wide statements report the Agency’s
net position and how they have changed. Net position — the
difference between the Agency’s assets and liabilities — is
one way to measure the Agency's financial health or
position. Over time, increases or decreases in the Agency’s
net position are an indicator of whether its financial position
is improving or deteriorating, respectively. To assess the
Agency’s overall health, you need to consider additional
non-financial factors.
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IV. Financial Analysis of the Agency as a Whole IV. Financial Analysis of the Agency as a Whole

Net Position

The Agency’s total net position totaled approximately $89,000
as of December 31, 2019.

Revenue

The Agency’'s total revenue and other sources were
approximately $460,000 during the year ended December 31,
20109.

Figure A-3 presents the major sources of revenue of the
Agency. The most significant sources of governmental
revenue in the Agency are more thoroughly discussed as
follows:

e Rental revenue which represents approximately 54% of
the Agency’s total revenue decreased approximately
$8,000 or 3% during the year ended December 31, 2019
which was primary the result of a rental agreement with
tenant not being renewed.

e Revenue from application fees increased approximately
$69,000 during the current fiscal year. The increase is
primarily related to administrative fees to the Agency
related to solar farm and developmental projects.

e During the current year, the Agency had in-kind donations
of $83,000 which related to estimated time spent for the
Agency by employees of Allegany County.

e  Other income increased approximately $6,000 during the
current fiscal year. This increase is related to money
received from the County related to an escrow deposit
refund.

(continued)

Expenses

The total cost of all programs and services of the Agency was
approximately $442,000. The Agency’s expenses consist
primarily of occupancy expenses, in-kind expenditures,
depreciation, interest expense, professional fees and general
and administrative expenses.

The Agency’s expenses are more thoroughly discussed as
follows:

e The Agency’s total costs were approximately $442,000
during the year ended December 31, 2019 as compared
with $468,000 during the year ended December 31, 2018.

e The Agency’s utility costs were approximately $32,000
during the year ended December 31, 2019 as compared
with $34,000 during the year ended December 31, 2018.

e The Agency's salaries and benefits were all in-kind
services provided by employees of Allegany County and
totaled approximately $83,000 and $82,000 for the years
ended December 31, 2019 and 2018, respectively.

e The Agency's interest expense was approximately
$116,000 during the year ended December 31, 2019 as
compared with $120,000 during the year ended December
31, 2018.

e All other costs of the Agency totaled $211,000 in 2019 as
compared with $232,000 in 2018. This decrease was
primarily the result of a decrease in legal and professional
expenses related to the water line project.

Pass-through Transactions

e The Agency is responsible for collecting payment-in-lieu of
taxes (PILOT) payments and remitting them to
corresponding  municipalites and collections and
payments are included as a pass-through transaction on
the statement of activities. During 2019 and 2018, pass-
through transactions totaled approximately $0 and
$86,000, respectively. The Agency did not receive PILOT
payments from corporations in the current year. Currently
the corporation is behind in their PILOT payments and the
Agency is working with the corporation to have the
payments begin to pay remaining balance.
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Figure A-1 — Statements of Net Position

Allegany County Industrial Development Agency
Statements of Net Position

Total Government-wide

Figure A-3 Sources of Revenue

Allegany County IDA
Sources of revenue

Gain on sale of asset
0%

Contribution - capital

Transfer from CRC
0%

asset
0%

Application &
administration fees

Other income 2%
6%

Rental income/\“"'-—-_ In-kind donations
54% 18%

For the year ended December 31, 2019

Figure A-4 - Expenses

Allegany County IDA
Expenses

2019 2018 % Change
Assets
Current $ 117,196 $ 28,666 309%
Capital assets, net 2,996,640 1,719,848 74%
Other assets 1,385,569 2,788,830 -50%
Total assets $ 4,499,405 $ 4,537,344 -1%
Liabilities
Current liabilities $ 928,428 $ 265,319 250%
Long-term liabilities 3,481,926 4,201,459 -17%
Total liabilities 4,410,354 4,466,778 -1%
Net position
Net investment in capital assets (6,908) 150,630 -105%
Unrestricted (deficit) 95,959 (80,064) -220%
Total net position 89,051 70,566 26%
Total liabilities and net position $ 4,499,405 $ 4,537,344 -1%

Figure A-2 Statements of Activities

Allegany County Industrial Development Agency
Statements of Activities (in thousands of Dollars)

Total Government-wide

Adwertising
0%

Insurance
3%

Payroll and benefits - in-
kind

2019 2018 % Change

Revenue
Application & administration fees $ 100,260 $ 30,710 226%
In-kind donations 82,673 81,829 1%
Rental income 248,060 256,100 -3%
Other income 28,800 23,304 24%
Transfer from CRC 600 300 100%

Total revenue 460,393 392,243 17%
Expenses
Payroll and benefits - in-kind 82,673 81,829 1%
Utilities 31,662 33,869 -7%
Cleaning 18,712 14,967 25%
Lawn 3,568 3,287 9%
Plowing 11,584 18,918 -39%
Equipment 245 1,664 -85%
Maintenance 26,335 19,119 38%
Legal and professional 76,299 103,064 -26%
Interest expense 115,508 120,121 -4%
Taxes 603 579 4%
Depreciation 60,620 58,155 4%
Advertising 343 354 -3%
Insurance 11,217 11,788 -5%
Miscellaneous 1,939 422 359%
Transfer to IDA 600 300 100%

441,908 468,436 -6%

Change in net position 18,485 (76,193) -124%
Pass-through transactions
Revenue 86,382 -100%
Expenditures (86,382) -100%
Net pass-through transactions - - - -
Change in net position $ 18,485 $ (76,193) -124%

Interest expense

2% Legal and professional Maintenance

17% 5% %
For the year ended December 31, 2019

V. Component Units

Allegany County Capital Resource Corporation

In July 2009, the Agency formed a non-profit organization under
the name of Allegany County Capital Resource Corporation. This
entity has the ability to provide such financing to non-profit
organizations.

Net Position

The Allegany County Capital Resource Corporation’s total net
position was approximately $1,000 as of December 31, 2019.

Revenue

The Allegany County Capital Resource Corporation reported $-
as revenue for the year ended December 31, 2019.

Expenses

The Allegany County Capital Resource Corporation reported
$300 of expenses for the year ended December 31, 2019 related
to a transfer to the IDA.
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V. Component Units (Continued)

Allegany County Utility Corporation

In 2017, the Agency formed a corporation under the name of
Allegany County Capital Resource Corporation. This entity has
the ability to provide water utility development.

Net Position

The Allegany County Utility Corporation’s total net position was
approximately ($100) as of December 31, 2019.

Revenue

The Allegany County Utility Corporation reported $300 as
revenue for the year ended December 31, 2019.

Expenses

The Allegany County Capital Resource Corporation reported
$411 of expenses for the year ended December 31, 2019 related
to a transfer to the IDA, NY back taxes, and bank fees.

VI. Capital Asset and Debt Administration

Capital Assets

As depicted in Figure A-5, as of December 31, 2019, the Agency
had invested approximately $2,997,000 in a broad range of
capital assets, including improvements, vehicles and furniture
and equipment. Capital additions during the December 31, 2019
totaled $1,337,000 which consisted primarily of excavation costs
associated with the water line project. Land and construction-in-
process associated with development of 5884 County Road,
Belmont, New York are classified as property held for resale.
Property held for resale totaled $881,915 as of December 31,
20109.

Long-term Debt

As depicted in Figure A-6, as of December 31, 2019, the Agency
had approximately $4,202,000 in long-term debt, a decrease of
approximately 4% as compared with the previous year. This was
due to regular principal payments being made.

Figure A-5 — Capital Assets

Allegany County Industrial Development Agency

Capital Assets

2019 2018 Change
Land $ 16,704 $ 16,704 0%
Building and improvements 1,985,528 1,983,638 0%
Construction-in-progress 1,465,376 129,854 1028%
Equipment 17,659 17,659 0%
Accumulated depreciation (488,627) (428,007) 14%
Capital Assets - net $ 2,996,640 $ 1,719,848 74%

Figure A-6 — Long-term Debt

Allegany County Industrial Development Agency

Long-term debt

2019 2018 Change
Mortgage payable - crossroads $ 517,685 $ 550,968 -6%
Mortgage payable - building 256,514 279,637 -8%
Mortgage payable - equity loan 92,927 106,880 -13%
Bond payable - infrastructure 3,335,000 3,420,000 -2%
Long-term debt $ 4,202,126 $ 4,357,485 -4%

VII. _Factors Bearing on the Agency’s Future

At the time these financial statements were prepared and
audited, the Agency was aware of the following existing
circumstances that could significantly affect its financial health in
the future:

e Development of Exit 30 on Interstate 86 at New York State
Route 19. The initial phase of fueling station started in 2019
with a developer and is estimated as a $2.5 million
investment and to be operational in the fall 2020. There is
an option for a hotel developer that has plans to start in
2021, with no estimated project cost at this time.

e Litigation related to Alliance PILOT payments from 2017-
2019 is expected in 2020.

e As discussed in Note 5 to the financial statements, the
Agency has current maturities of long-term debt totaling
approximately $829,000 (principal and interest). It is the
intention of the Agency to restructure certain debt
obligations that have scheduled balloon payments due in the
upcoming year.

VIIl. Contacting the Agency’s Financial Management

This financial report is designed to provide citizens, taxpayers,
customers and investors and creditors with a general overview of
the finances of the Agency and to demonstrate our accountability
with the money we receive. If you have any questions about this
report or need additional financial information, please contact:

Attention: Mr. Craig Clark, Executive Director
Allegany County Industrial Development Agency
6087 State Route 19N
Belmont, New York 14813
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As of December 31, 2019 2018

Component Units

Allegany County

Industrial Capital Allegany County
Development Resource Utility
Agency Corporation Corporation Total Total
Assets
Current
Cash $ 40,240 $ 1,241 $ 304 $ 41,785 $ 5,796
Due from ACUC 411 -- -- 411 --
Accounts receivable 75,000 - - - - 75,000 22,870
Total current assets 115,651 1,241 304 117,196 28,666
Capital assets, net 2,996,640 - - - - 2,996,640 1,719,848
Other assets
Restricted cash - building reserve 341 -- -- 341 341
Restricted cash- infrastructure project 503,091 -- -- 503,091 1,906,352
Property held for resale 881,915 -- - - 881,915 881,915
Security deposits 222 - - - - 222 222
Total other assets 1,385,569 - - - - 1,385,569 2,788,830
Total assets $ 4,497,860 $ 1,241 $ 304 $ 4,499,405 $ 4,537,344
Liabilities and Net Position
Current liabilities
Accounts payable $ 9,389 $ -- % -- % 9,389 $ 97,293
Capital accounts payable 186,428 -- -- 186,428 --
Due to ACIDA -- -- 411 411 --
Security deposits 12,000 -- - - 12,000 12,000
Mortgages payable - current portion 635,200 -- -- 635,200 71,026
Bond payable - current portion 85,000 - - - - 85,000 85,000
Total current liabilities 928,017 - - 411 928,428 265,319
Long-term liabilities
Mortgages payable - long-term portion 231,926 -- -- 231,926 866,459
Bond payable - long-term portion 3,250,000 - - - - 3,250,000 3,335,000
Total long-term liabilities 3,481,926 -- - - 3,481,926 4,201,459
Total liabilities 4,409,943 - - 411 4,410,354 4,466,778
Net position
Net investment in capital assets (6,908) -- -- (6,908) 150,630
Unrestricted (deficit) 94,825 1,241 (107) 95,959 (80,064)
Total net position 87,917 1,241 (107) 89,051 70,566
Total liabilities and net position $ 4,497,860 $ 1,241 $ 304 $ 4,499,405 $ 4,537,344

__________________________________________________________________________________________________________________________________________________________|
See accompanying independent auditor's report and notes to the financial statements.
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Years ended December 31, 2019 2018

Component Units

Allegany County

Industrial Capital Allegany County
Development Resource Utility
Agency Corporation Corporation Total Total

Support and revenue
Fees $ 99,960 $ -- 300 $ 100,260 $ 30,710
Rental income 248,060 -- -- 248,060 256,100
In-kind donations 82,673 -- -- 82,673 81,829
Other income 24,251 -- 4 24,255 18,594
Interest income 4,545 -- -- 4,545 4,710
Transfer from component units 600 - - - - 600 300

Total support and revenue 460,089 -- 304 460,393 392,243
Expenses
Payroll and benefits - in-kind 82,673 -- -- 82,673 81,829
Utilities 31,662 -- -- 31,662 33,869
Cleaning 18,712 -- -- 18,712 14,967
Lawn care 3,568 -- -- 3,568 3,287
Plowing 11,584 -- -- 11,584 18,918
Equipment 245 -- -- 245 1,664
Maintenance 26,335 -- -- 26,335 19,119
Legal and professional 76,299 -- -- 76,299 103,064
Interest expense 115,508 -- -- 115,508 120,121
Taxes 492 -- 111 603 579
Depreciation 60,620 -- -- 60,620 58,155
Advertising 343 -- -- 343 354
Insurance 11,217 -- -- 11,217 11,788
Miscellaneous 1,939 -- -- 1,939 422
Transfer to Industrial Development Agency - - 300 300 600 300

Total expenses 441,197 300 411 441,908 468,436
Change in unrestricted net

position before pass-through transactions 18,892 (300) (107) 18,485 (76,193)
Pass-through transactions
Revenue -- -- -- -- 86,382
Expenditures - - -- - - -- (86,382)
Net pass-through transactions - - -- -- -- - -
Change in unrestricted net position 18,892 (300) (107) 18,485 (76,193)
Net position, beginning of year 69,025 1,541 - - 70,566 146,759
Net position (deficit), end of year $ 87,917 $ 1241 $ (107) $ 89,051 $ 70,566

_________________________________________________________________________________________________________________________________________________________|
See accompanying independent auditor's report and notes to the financial statements.
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Years ended December 31, 2019 2018

Component Units

Allegany County

Industrial Capital Allegany County
Development Resource Utility
Agency Corporation Corporation Total Total
Net cash from operating activities
Reconciliation of increase (decrease) in unrestricted net
position to net cash provided by (used in) operating
activities:
Decrease in unrestricted net position $ 18,892 $ (300) $ (107) $ 18,485 $ (76,193)
Adjustments for items not affecting cash flows:
Depreciation 60,620 -- -- 60,620 58,155
Change in assets and liabilities
Accounts receivable (52,541) -- -- (52,541) (22,870)
Accounts payable (87,904) -- 411 (87,493) 29,727
Security deposits -- - - -- -- 12,000
Net cash provided by (used in) operating activities (60,933) (300) 304 (60,929) 819
Net cash from investing activities
Decrease in restricted cash 1,403,261 -- -- 1,403,261 204,326
Building improvements and construction in progress (1,150,984) - - -- (1,150,984) (54,839)
Net cash provided by investing activities 252,277 - - -- 252,277 149,487
Net cash from financing activities
Repayment of long-term debt (155,359) - - -- (155,359) (146,400)
Net cash used in financing activities (155,359) - - -- (155,359) (146,400)
Change in cash 35,985 (300) 304 35,989 3,906
Cash, beginning balance 4,255 1,541 -- 5,796 1,890
Cash, ending balance $ 40,240 $ 1,241 % 304 $ 41,785 $ 5,796
Supplemental Disclosure of Cash Flow Information:
Cash paid during the year for:
Interest $ 115508 $ -- 3 -- % 115,508 $ 120,121
Supplemental Disclosure of Cash Flow Information -
Non-cash transactions
Building improvements and construction in progress (1,337,412) -- -- (1,337,412) (54,839)
Increase in capital accounts payable - construction 186,428 - - - - 186,428 - -
$ (1,150,984) $ -- 3 -- % (1,150,984) $ (54.839)

See accompanying independent auditor's report and notes to the financial statements.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

Nature of Activities

Allegany County Industrial Development Agency was created
in 1973 by the Allegany County Board of Legislators under the
provisions of the 1973 Laws of New York State for the purpose
of encouraging economic growth in Allegany County. The
Agency is exempt from federal, state, and local income taxes.
The Agency, although established by the Allegany County Board
of Legislators, is a separate legal entity and operates
independently of Allegany County, however, it is considered to
be a component unit of the County.

Allegany County Capital Resource Corporation

In July 2009, the Agency formed a non-profit organization under
the name of Allegany County Capital Resource Corporation. This
entity has the ability to provide such financing to non-profit
organizations.

Allegany County Utility Corporation

In 2017, the Agency formed a corporation under the name of
Allegany County Capital Resource Corporation. This entity has
the ability to provide water utility development.

Basis of Accounting

The financial statements of the Allegany County Industrial
Development Agency and its component units have been
prepared on the accrual basis of accounting and accordingly
reflect all significant receivables, payables, and other liabilities.

Donated Services

Amounts have been reflected in the statements for the estimated
value of donated services.

Use of Estimates

Management uses estimates and assumptions in preparing
financial statements. Those estimates and assumptions affect
the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities, and the reported revenues and
expenses. Actual results could differ from those results.

Cash and Cash Equivalents

For the purposes of the Statements of Cash Flows, the Agency
considers all highly liquid investments with an initial maturity of
three months or less to be cash equivalents. Bank balances are
collateralized through the Federal Deposit Insurance Corporation
and with securities held by the pledging financial institution’s
trust department in the Agency’'s name. As of December 31,
2019, the Agency was fully collateralized.

Property and Equipment

Property and equipment are carried at cost or, if donated, at the
approximate fair value at the date of donation. Depreciation is
computed using the straight-line method over the estimated
useful lives of 7 and 40 years.

It is the Agency’s policy to capitalize assets purchased that cost
$1,000 or more individually.

POLICIES (CONTINUED)

Tax Lease Program

The Agency maintains tax lease and PILOT (payment in lieu of
tax) programs. These programs are offered to companies who
acquire, construct or substantially renovate facilities suitable for
manufacturing, warehousing, research and development and
other industrial purposes. Under the tax lease program, title to
the property is conveyed to the Agency through the term of the
lease agreement.

Transfer of title removes the property from the tax rolls and the
project assumes a tax-exempt nature, abating real property
taxes, sales tax and mortgage taxes. A lease is written between
the company as lessee and the Allegany County Industrial
Development Agency as lessor, which specifies that the
company will retain operational control of the project. At the end
of the lease term, title to the assets is returned to the company.
The Agency does not record assets acquired under the lease
program since the Agency’s primary function is to provide state
and local tax benefits to the lessee. The Agency receives lease
administrative fees from the lessee for providing the service.

Both the PILOT and tax lease programs are governed by New
York State statute. The Agency has the local authority to offer
real property tax abatement as an inducement for industrial
development projects. The Agency can affix the tax abatement
discount at a rate necessary to satisfactorily complete a project.
Under special circumstances defined by NYS statute, the
Agency has the authority to also provide real property tax
abatement to both commercial and/or retail projects located
within areas designated to be of high distress. The Agency’s
current standard PILOT program is a real property tax abatement
of an average of 50% of the total tax liability over a period not to
exceed ten years. The PILOT agreement is the instrument by
which the discounted tax payments to be made are structured.
All taxing jurisdictions receive payments in the same proportion
as if the entire tax amount were paid. A PILOT agreement and
tax lease can run concurrently, but are not required to be used
together. It is possible to structure a PILOT without an
accompanying tax lease agreement.

In 2014, there was a change in ownership of the Corporation
which had a PILOT agreement in place with the Agency. The
terms of the agreement were in dispute and renegotiated. A new
agreement was entered into by the parties in December 2014,
which called for the 2014 PILOT payment to total $526,712, with
$263,356 of the amount to be paid in January 2015 and the
remaining $263,356 to be paid in five equal installments of
$52,672 during years ending 2015 through 2019. The PILOT
amounts due for the years ending 2015 through 2018 were
reduced from $526,712 to $160,516 annually, until which time
the PILOT agreement expires. Currently the third party is behind
in the PILOT amounts due and has not made any payments
since 2018.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING

NOTE 3 - PROPERTY AND EQUIPMENT (CONTINUED)

POLICIES (CONTINUED)
Tax Lease Program (continued)

During the years ended December 31, 2019 and 2018 the
Agency received PILOT payments in the amount of $0 and
$68,400, respectively. Because the PILOT payments received
are ultimately disbursed and included as pass-through revenue
and expenditures and because the payments have not followed
the terms of the agreement, the PILOT payments are recorded
on a cash basis. A receivable or payable is not recognized as of
December 31, 2019 and 2018 in the Statements of Financial
Position related to the 2019 and 2018 PILOT payments.

The Agency, the County, School and Town agreed that all
payments received after December 1, 2015 would be shared in
the following percentages: 10% to the Agency, 30% to the
County, 30% to the School, and 30% to the Town.

Industrial Development Revenue Bonds/Civic Facility Bonds

Industrial development revenue bonds issued by the Agency are
secured by the properties which are leased to companies and
are retired by lease payments. Civic facility bonds issued by the
Agency include facilities owned or operated by New York State
Not-for-Profit Corporations. The industrial development revenue
and civic facility bonds are not obligations of the Agency, County,
or State. The Agency does not record the assets or liabilities
resulting from bond issuance in its financial statements since its
primary function is to arrange the financing between the
borrowing companies and the bondholders and funds arising
from the issuance are controlled by trustees or banks acting as
fiscal agents. For providing this service, the Agency receives
bond administrative fees from the borrowing companies. Such
administrative fee income is recognized immediately upon
receipt after issuance of the bonds.

NOTE 2 - RESTRICTED CASH/RESERVES

As discussed in Note 6, when the Agency executed its mortgage
agreement, $50,000 was received to be utilized towards building
improvements. As of December 31, 2019, $341 was held in
escrow as funds remaining for future improvements.
Additionally, in 2012 the Agency issued $3.5 million in bonds for
a capital infrastructure project. As of December 31, 2019,
$503,091 of the bond proceeds remained unspent and is
required to be utilized towards the project.

NOTE 3 - PROPERTY AND EQUIPMENT

Major classes of property and equipment consist of the following
as of December 31:

2019 2018
Land $ 16,704 $ 16,704
Building and improvements 1,985,528 1,983,638
Furniture and equipment 17,659 17,659
Construction-in-progress 1,465,376 129,854
3,485,267 2,147,855
Less: accumulated depreciation 488,627 428,007

$ 299,640 $ 1,719,848

Depreciation expense for the years December 31, 2019 and
2018 totaled $60,620 and $58,155, respectively.

During the years ended December 31, 2019 and 2018, the
Agency incurred engineering costs related to a water project that
are included within construction-in-progress in the amounts of
$265,246 and $42,137, respectively. The total accumulated
engineering costs related to the water project amounts to
$395,100 and $129,854 as of December 31, 2019 and 2018.
During the years ended December 31, 2019 and 2018, the
Agency incurred excavation costs related to a water project that
are included within construction-in-progress in the amounts of
$1,070,276 and $0, respectively.

In 2017 the Agency purchased the property and equipment at
2475 Tarantine Boulevard Wellsville, NY for $1 from Lufkin
Industries. The assets were recorded at market value as capital
assets in the Statements of Net Position and contribution
revenue in the Statements of Activities in the amount of
$661,481 during 2017. The fair market value of the building was
estimated based on the present value (using 4.75% discount
factor) of the future cash flows to be received by the Agency
from a twenty year lease to a third party for $50,000 per year.

NOTE 4 — PROPERTY HELD FOR RESALE

On January 10, 2012, the Allegany County Industrial
Development Agency purchased 18.5 acres of land located at
5884 County Road, Belmont, New York for $286,500 and
improvement costs of $196,415. The intended use of the land is
for potential future site development. The purchase of the 5884
County Road land, improvements and property were funded from
proceeds received from the issuance of a $3.5 million bond.
During the year ended December 31, 2016, Allegany County
Industrial Development purchased a truck stop and land adjacent
to the 5884 County Road land in the amount of $399,000.

NOTE 5 - LONG-TERM DEBT

Bonds Payable

On February 1, 2012, the Allegany County Industrial
Development Agency entered into a bond purchase and
disbursing agreement with Allegany County. Allegany County
issued a Series 2012A bond in the amount of $3.5 million with
interest at 2%. The bond matures on February 1, 2035. The net
proceeds of $3,453,280 (after bond issuance costs of $46,720)
were utilized for the acquisition of an interest in various parcels
of land along Route 20 in the towns of Friendship and Amity and
the construction of water, sewer, and other related infrastructure.
Proceeds have also been used to pay down annual debt service
costs on the bond issuance. The balance outstanding as of
December 31, 2019 was $3,335,000. Interest expense for the
year ended December 31, 2019 totaled $68,400.
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NOTE 5 - LONG-TERM DEBT (CONTINUED)

Bonds Payable (continued)

The following schedule represents the maturity of the bond
over its terms:

Principal Interest
2020 $ 85,000 $ 66,700
2021 85,000 65,000
2022 90,000 63,300
2023 90,000 61,500
2024 95,000 59,700
2025-2029 510,000 269,000
2030-2034 575,000 215,600
2035-2039 640,000 155,600
2040-2044 705,000 88,800
2045-2047 460,000 18,500
Total $ 3,335,000 $ 1,063,700

Mortgages Payable

In August, 2008, the Agency entered into a Mortgage with
Community Bank, NA. The mortgage provided proceeds
totaling $450,000 for the purchase of the Crossroads
Commerce Center ($400,000) located at 6087 State Route 19
N, Belmont, New York from the Willard J. Houghton
Foundation and future improvements ($50,000). The
borrowings were to be repaid over a term of twenty years with
monthly payments of $3,224, including interest, at a fixed
interest rate of 6.00%. The interest rate was to be reviewed
every five years. On January 23, 2012, the mortgage was
refinanced; the new terms called for monthly payments of
$3,005 with an interest rate of 5.00% and a balloon payment of
$289,000 on September 14, 2018. On September 13, 2018,
the mortgage was refinanced; the new terms call for monthly
payments of $3,124 with an interest rate of 5.26%. The interest
rate is to be reviewed every five years. The unpaid principal
and interest balance will be due in full at September 14, 2028.
The balance outstanding as of December 31, 2019 was
$256,514. Interest expense for the year ended December 31,
2019 totaled $14,359.

The following schedule represents the maturity of the mortgage
over the term of the note:

Principal Interest
2020 $ 24,588 $ 12,895
2021 25,912 11,570
2022 27,309 10,173
2023 28,780 8,702
2024 30,331 7,151
2025-2028 119,594 11,566
Total $ 256,514 $ 62,057

On October 7, 2009, the Agency entered into a $762,000
construction loan with Community Bank, N.A. The loan
financed an 8,179 square foot expansion of the Agency’s
property located at 6085 State Route 19 N., Belmont, New
York. The commercial construction loan agreement required
interest only payments through December 12, 2010.

NOTE 5 - LONG-TERM DEBT (CONTINUED)

Mortgages Payable (continued)

The Agency began making principal payments on the
$762,000 mortgage beginning January 5, 2011. On January
23, 2012, the mortgage was refinanced. The new terms call for
monthly payments of $5,035 at an interest rate of 5.00%. The
unpaid principal and interest balance will be due in full at
December 21, 2020 as the mortgage is based on a 20 year
amortization period, with a ten year call. The final balloon
payment due on December 21, 2020 will be approximately
$484,000. The balance outstanding as of December 31, 2019
was $517,685. Interest expense for the year ended December
31, 2019 totaled $27,142.

The following schedule represents the maturity of the mortgage
over the term of the note:

Principal Interest
2020 $ 517,685 $ 26,743
Total $ 517,685 $ 26,743

On June 16, 2015, the Agency entered into a $150,000
mortgage with Community Bank, N.A. The mortgage is being
repaid over a term of 5 years with monthly payments of $1,630,
including interest, at a fixed interest rate of 5.50%. The unpaid
principal and interest will be due in full at June 16, 2020 as the
mortgage is based on a 10 year amortization period with a five
year call. The final balloon payment due on June 16, 2020 will
be approximately $87,000. The balance outstanding as of
December 31, 2019 was $92,927. Interest expense for the
year ended December 31, 2019 totaled $5,607.

The following schedule represents the maturity of the mortgage
over the term of the note:

Principal Interest
2020 $ 92927 % 2,464
Total $ 92,927 % 2,464

Current Maturities on Debt

During the current and prior years, the Agency has utilized
cash from its bond infrastructure account to pay annual
principal and interest payments on its bonds payable. The
remaining cash balance in the infrastructure account as of
December 31, 2019, will be applied against construction costs
for the new water line, therefore requiring the Agency to pay
the upcoming scheduled principal and interest payments from
operations. In addition, two of the Agency’s mortgages have
balloon principal payments coming due during the year ending
December 31, 2020. Management intends to meet with
Allegany County (bond holder) and Community Bank
(mortgage holder) in the near future with the objective of
restructuring debt maturities. In addition, various initiatives for
the Agency are currently under development, including solar
projects. These initiatives have a focus on generating
additional and new sources of funding to the Agency.
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NOTE 6 - OPERATING LEASES

The Agency leases office space at the Crossroads Commerce
Center in Belmont, New York to tenants under various leases.
The two most significant leases are with Allegany County
which were renewed on February 23, 2016, for the period from
January 1, 2016 through December 31, 2020. One lease is for
8,000 square feet of space for the Allegany County
Department of Aging, Veterans Services and NY Connects and
calls for monthly payments of $8,700, while the other lease is
for 4,275 square feet of space for the Allegany County Tourism
Center and Conference Center and calls for monthly payments
of $5,800. One additional lease is for 375 square feet of space
for the Allegany County Area Foundation and calls for monthly
payments of $450 for the period of May 1, 2017 through April
30, 2020. The Agency also leases space to other organizations
that are on a month-to-month tenancy and whose leases are
cancelable with a stipulation that the tenant provides sixty
days’ notice.

The Agency leases property and equipment at 2475 Tarantine
Boulevard Wellsville, New York to a third party for the period
from January 1, 2018 through December 31, 2038 and calls for
a yearly payment of $50,000.

The Agency has a parking lot lease agreement with Allegany
County for the parking lot located at the Crossroads
Commerce Center in Belmont, New York for the period from
January 1, 2016 through December 31, 2040 in which the
County will pay $10 per year.

The following schedule represents the future minimum lease
payments:

2020 $ 230,310
2021 56,310
2022 55,260
2023 50,010
2024 50,010
2025-2029 250,050
2030-2034 250,050
2035-2039 50,050
2040 10
Total $ 992,060

NOTE 7 - DONATED SERVICES

The employees of Allegany County provide administrative,
accounting and other support services to the Agency. The
value of donated services included in these financial
statements are recorded as revenue and as a corresponding
expense. In-kind salaries and receipts during the years ended
December 31, 2019 and 2018 totaled $82,673 and $81,829,
respectively.

NOTE 8 — TRANSFER TO INDUSTRIAL DEVELOPMENT
AGENCY

During the year ended December 31, 2019 and 2018, Capital
Resource Corporation transferred $300 to the Allegany County
Industrial Development Agency to reimburse costs incurred by
the Agency for administrative expenses.

During the year ended December 31, 2019 and 2018, Allegany
County Capital Resource Corporation $300 and $0, to the
Allegany County Industrial Development Agency to reimburse
costs incurred by the Agency for administrative expenses.

NOTE 9 - PASS-THROUGH TRANSACTIONS

The Agency’s responsibility regarding these transactions is to
pass-through funds received to the primary recipients. Pass-
through transactions are recorded as income or liabilities when
received and expenses and reduction of liabilities when paid.
The Agency has received and disbursed the following funds
resulting from this pass-through activity during the years ended
December 31, 2019 and 2018. As disclosed in Note 1, the
PILOT agreement was renegotiated in December 2014.

Pass-through transactions 2019 2018

December 31
PILOT payments collected from

businesses. $ -- % 68,400

Grant/awards received from

businesses. - - 24,822
-- 93,222

Less: administrative fee

recorded as revenue by IDA - - (6,840)

Amounts remitted to local

governments and businesses $ -- 8 86,382

NOTE 10 — SUBSEQUENT EVENTS

Subsequent events were evaluated by management through
March 12, 2020, which is the date the financial statements
were available to be issued.
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As of December 31, 2019

Original Outstanding Date of Date of Interest
Employees Amount Principal Issuance Maturity Rate
Sale-lease back transactions
Alliance Energy * 5 n/a n/a 1993 2029 n/a
Swain Ski Resort ** 40 2,100,000 n/a 2012 2023 n/a
Sweet Water Media ** 10 65,000 n/a 2013 2024 n/a
R.S. Maher & Son** 9 225,000 165,329 2016 2026 3.56%
Sanzo GT, LLC** -- 389,000 -- 2016 2031 4.57%
Capital Resource Corporation
Tax-exempt bonds
Alfred University 541 8,716,483 5,730,378 2015 2028 2.90%

See Note 1 for descriptions on tax lease program and Industrial Revenue Bonds.

* Transfer of ownership from R,G&E on November 2013. New pilot agreement with Alliance was adopted in 2015.
** Information presented was not updated in current year.

_______________________________________________________________________________________________________________________________________________|
See accompanying independent auditor's report.
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INDEPENDENT AUDITOR’S 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 President and

Members of the Board of Directors

Allegany County Industrial Development Agency
Belmont, New York

We have audited in accordance with the 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, the
financial statements of Allegany County Industrial Development Agency and its component units as of and for the year ended
December 31, 2019, and the related notes to the financial statements, which collectively comprise Allegany County Industrial
Development Agency’s and its component units basic financial statements and have issued our report thereon dated March 12, 2020.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Allegany County Industrial Development Agency’s internal control over
financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of Allegany
County Industrial Development Agency'’s internal control. Accordingly, we do not express an opinion on the effectiveness of the
Agency'’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or employees, in the normal
course of performing their assigned functions, to prevent, or detect and correct, misstatements on a timely basis. A material weakness
is a deficiency, or a combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. 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.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was not designed to
identify all deficiencies in internal control that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that were not identified. We did identify certain deficiencies in internal control, that we
consider to be material weaknesses as described in the accompanying schedule of findings and questioned costs as items 11.A.2019-
001 and 11.A.2019-002.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Allegany 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
grants, 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.

-15-
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Allegany County Industrial Development Agency Responses to Findings

Allegany County Industrial Development Agency responses to the findings identified in our audit are described in the accompanying
Schedule of Findings and Questioned Costs. Allegany County Industrial Development Agency responses were not subjected to the
auditing procedures applied in the audit of the financial statements and, accordingly, we express no opinion on them.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the result of that testing,
and not to provide an opinion on the effectiveness of the entity’s internal control or on compliance. This report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering the entity’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

BUFFAMANTE WHIPPLE BUTTAFARO, P.C.

Olean, New York
March 12, 2020

-16-
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SUMMARY OF AUDIT RESULTS

1. The independent auditor’s report expresses an unmodified opinion on the financial statements of Allegany County Industrial
Development Agency and its component units.

2. Two material weaknesses relating to the audit of the financial statements is reported in the Report on Internal Control over
Financial Reporting and on Compliance and Other Matters Based on an Audit of Financial Statements Performed in
Accordance with “Governmental Auditing Standards”.

3. There were no instances of noncompliance material to the financial statements of Allegany County Industrial Development
Agency reported in the Independent Auditor’'s 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”.

EINANCIAL STATEMENTS AUDIT - FINDINGS

A.

2019-001

INTERNAL CONTROL OVER FINANCIAL REPORTING

Adjusting Journal Entries and Required Disclosures to the Financial Statements

Year ended December 31, 2019

Condition and criteria: During the current year, adjusting journal entries, along with footnote disclosures were
proposed by the auditors and accepted by the Agency to properly reflect the financial statements in accordance with
generally accepted accounting principles. Some of the adjustments and footnotes were related to recording assets
and liabilities on the accrual basis of accounting. In addition, a draft of the financial statements was prepared by the
auditors.

Cause: The Agency requires assistance for external financial reporting in accordance with accounting principles
generally accepted in the United States of America.

Effect: AU-C Section 265 entitted Communicating Internal Control Related Matters in an Audit, issued by the
American Institute of Certified Public Accountants (AICPA) considers the need for significant adjusting journal entries
and assistance when preparing the financial statements to be indicative of an internal control deficiency. Without
assistance, the potential exists of the Agency'’s financial statements not conforming to GAAP.

Auditor's Recommendations: Although auditors may continue to provide such assistance both now and in the future,
under the new pronouncement, the Agency should continue to review and accept both proposed adjusting journal
entries and footnote disclosures, along with the drafted financial statements.

Agency’s Response: The Agency has received, reviewed and approved all journal entries, footnote disclosures and
draft financial statements proposed for the current year audit. The Agency will continue to review and approve similar
information in future years. Further, the Agency believes it has a thorough understanding of these financial
statements and the ability to make informed judgments on those financial statements. The Agency has refined and
improved the daily recordkeeping of the agency and refined policies and procedures related to the recording and
reporting of revenues and expenditures throughout the year. These efforts have focused on the implementation of a
complete and reconcilable record keeping system with monthly reporting to the Board.
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1. EINANCIAL STATEMENTS AUDIT — FINDINGS (CONTINUED)

A. INTERNAL CONTROL OVER FINANCIAL REPORTING (CONTINUED)

2019-002 Segreqgation of Duties

Year ended December 31, 2019

Condition and criteria: We noted that one individual is primarily responsible for opening the mail (cash receipts
“checks”), maintaining the general ledger (including recording cash receipts “checks” and cash disbursements),
depositing cash “checks™ and reconciling cash. It is also our understanding that the personnel of the Agency are not
currently bonded.

Cause: The Agency is a small government with limited number of personnel.

Effect: A fundamental element of an effective internal control system is the proper segregation of duties. Proper
segregation of duties provides for a system of checks and balances and entails assigning responsibilities of
authorizing and recording transactions among different people in the Agency. A lack of proper segregation of duties
increases the exposure to potential risk of error or fraud.

Auditor's Recommendations: We recommend that the Agency assign bank reconciliations to be prepared by a
person independent of the individual responsible for the cash receipts and disbursements functions. After bank
reconciliations are prepared, someone should be designated to then review the bank reconciliation and compare the
balance to the cash accounts in the general ledger. If such division is not possible, we would suggest that the
Executive Director or a member from the Board of Directors review bank reconciliations on a monthly basis. We
would also recommend someone independent of the general ledger function, open all mail and maintain a daily cash
receipts log. A person independent of the cash receipts function should be responsible for reconciling items recorded
in this log as compared with that posted to the general ledger and deposited in the bank. This will enhance the
segregation of duties in the cash receipts area.

Agency’s Response: The Agency initiated a review of the duties assigned to each of the three staff members to

improve the segregation of duties and to improve internal controls. The need and availability of a bond for all agency
staff will be pursued with the Treasurer of the County of Allegany.

B. COMPLIANCE AND OTHER MATTERS

Year ended December 31, 2019

No compliance and other matters findings are being reported upon during the year ended December 31, 2019.
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. FINANCIAL STATEMENTS AUDIT - FINDINGS

A. INTERNAL CONTROL OVER FINANCIAL REPORTING

2018-001 Adjusting Journal Entries and Required Disclosures to the Financial Statements

Year ended December 31, 2018

Summary of Prior Year Finding: Adjusting journal entries, along with footnote disclosures were proposed by the
auditors and accepted by the Agency to properly reflect the financial statements in accordance with generally
accepted accounting principles. Some of the adjustments and footnotes were related to recording assets and
liabilities on the accrual basis of accounting. In addition, a draft of the financial statements was prepared by the
auditors. AU-C Section 265 entitted Communicating Internal Control Related Matters in an Audit, issued by the
American Institute of Certified Public Accountants (AICPA) considers the need for significant adjusting journal entries
and assistance when preparing the financial statements to be indicative of an internal control deficiency. Without
assistance, the potential exists of the Agency'’s financial statements not conforming to GAAP.

Current Status: Similar finding related to internal control over financial reporting is being reported upon during the
year ended December 31, 2019 as finding 2019-001.

2018-002 Segreqgation of Duties

Year ended December 31, 2018

Summary of Prior Year Finding: We noted that one individual is primarily responsible for opening the mail (cash
receipts “checks”), maintaining the general ledger (including recording cash receipts “checks” and cash
disbursements), depositing cash “checks” and reconciling cash. It is also our understanding that the personnel of
the Agency are not currently bonded. A fundamental element of an effective internal control system is the proper
segregation of duties. Proper segregation of duties provides for a system of checks and balances and entails
assigning responsibilities of authorizing and recording transactions among different people in the Agency. A lack of
proper segregation of duties increases the exposure to potential risk of error or fraud.

Current Status: Similar finding related to internal control over financial reporting is being reported upon during the
year ended December 31, 2019 as finding 2019-001.

B. COMPLIANCE AND OTHER MATTERS

Year ended December 31, 2018

There were no findings related to compliance and other matters during the year ended December 31, 2018.
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To the Chairman and Members of the

Board of Directors

Allegany County Industrial Development Agency
Belmont, New York

We have completed our audit for the year ended December 31, 2019 of the Agency's financial statements and have issued our reports
thereon dated March 12, 2020. Our audit report expressed an unmodified opinion which states that the Agency’s financial statements
are in accordance with generally accepted accounting principles for governments. In addition, we have issued a separate report on
internal controls over financial reporting and compliance with laws and regulations as required by Government Auditing Standards.

In planning and performing our audit of the financial statements of the Allegany County Industrial Development Agency for the year
ended December 31, 2019, we considered its internal control structure in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on the internal control structure and its operation.
Except as noted within the body of such reports, the Agency generally was in compliance with laws and regulations and maintains a
reasonable system of accounting internal controls.

The following items are a list of additional comments which we desire to bring to the audit committee, board of directors and
management’s attention involving various matters. Although such matters were not of sufficient nature to be disclosed in the previously
mentioned reports, we do feel the comments should be reviewed and acted upon by the Agency:

Forecasting

The Agency should consider preparing a five year forecast of revenue, expenditures, long-term debt, and forecast of cash flows. We
realize that such a forecast will require the use of estimates and assumptions of information such as the amount of expected grant
revenue, rental income and fees, along with expected rate increase in utilities, operating costs, etc. We believe, however, that a
forecast would be a very useful tool that the Agency could utilize when developing a long-term financial plan which coincides with its
economic development plan.

Agency Response: At this time with the Agency is re-focusing its development efforts, a five year forecast will be
developed in 2020. A Strategic Plan for the Agency is under development and revision. The primary sources of
funding are expected to increase in the near future providing alignment with the County Economic Strategic Plan.

In Kind Donations — Time Study

During the course of the fiscal year the Agency receives in-kind services from Allegany County employees. The costs of these services
are estimated based on anticipated time spent by County employees. We recommend the Agency perform a formal time study, which
would document actual time spent on Agency activities. The time study would document and provide evidence as to the
reasonableness in value of the in-kind services recorded by the Agency.

As part of the time study the Agency should develop formal job responsibilities that outline duties of each Allegany County employee.
In addition, any payments made to Allegany County employees should continue to be approved by the Board of Directors. The Board of
Directors should determine what type of documentation should exist to support such payments. Lastly, the Agency should complete an
analysis as to whether the payments would be construed as wages or a payment to an independent contractor.

Agency Response: A formal review of the four staff County Approved Job Descriptions was undertaken with the
County Personnel Division and the County Manager. Each position has been specifically authorized to perform
Agency duties within the Counties Job Description. It appears within the existing County Approved Job Descriptions
that there should be no need or justification for an additional payment for Agency activities as they are currently
defined.
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Bond Infrastructure Account

During the year, the Agency did not record transactions within its general ledger related to the bond infrastructure cash account. In
addition, although the Agency prepares a monthly bank reconciliation for this account, it does not have the ability to agree the
reconciliation to the cash balance within its general ledger. We recommend that the Agency record the activity for the bond
infrastructure account throughout the year which will give the Agency a better perspective as to its financial position and operating
results throughout the year. In addition, recording the transactions into Quicken will allow the Agency to properly complete the bank
reconciliation process.

As of December 31, 2019, the bond infrastructure account has a balance remaining of $503,091 from the original $3,500,000 borrowed.
The Agency has paid principal and interest to Allegany County since 2013 by using the cash from the bond proceeds. We recommend
that the Agency consult with its attorney on whether principal and interest costs can continue to be paid from the bond proceeds as this
diminishes the Agency'’s ability to acquire development property as intended.

Agency Response: The Agency agrees that the transactions for the land should be recorded in Quicken and reviewed
at ACIDA meetings and it is being done at this time.

PILOT Agreement

As discussed in Note 1 to the financial statements, a new PILOT agreement was entered into with a Corporation during 2014, which
sets terms and conditions of future payments. Because the amount of payments received and ultimately distributed to the County,
School and Town, differ than the original agreement, we recommend that the Agency maintain a worksheet which tracks the
outstanding balance due on the PILOT Agreement. This worksheet should also be provided to the Corporation periodically, along with
the municipalities impacted by the PILOT.

Agency Response: The Agency agrees with the recommendation and will implement.

We would like to take this opportunity to thank the management and staff of the Agency for their assistance and cooperation during the
course of our fieldwork. It has been a pleasure to be of service to the Allegany County Industrial Development Agency.

Sincerely,

|CJ%; ¥ SISy « Ww( Bultafare PC

BUFFAMANTE WHIPPLE BUTTAFARO

Olean, New York
March 12, 2020
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