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Independent Auditors’ Report

To the Board of Directors

Franklin County Local Development Corporation
10 Elm Street

Malone, New York 12953

Report on the Financial Statements

We have audited the accompanying financial statements of the Franklin County Local
Development Corporation, which comprise the statement of financial position as of
December 31, 2013 and 2012, and the related statements of activities, and cash flows for the
years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated
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 preparation and fair presentation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of the
consolidated 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.
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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 consolidated 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 financial position of the Franklin County Local Development Corporation, and
the changes in its net assets and its cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements
as a whole. The Schedule of EDZ Zone Revenue and Expenditures is presented for
purposes of additional analysis and is not a required part of the financial statements. Such
information is the responsibility of management and was derived from and relates 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
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 consolidated financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
March 12, 2014 on our consideration of the Franklin County Local Development
Corporation’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.

Page 2 of 18




The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an
opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in
considering the Franklin County Local Development Corporation’s internal control over
financial reporting and compliance.

R%L“M ccﬂ n’,ﬂcl
Douglas S. Wood, C.P.A., P.C.

Malone, New York
March 12, 2014
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Franklin County Local Development Corporation
STATEMENTS OF FINANCIAL POSITION
December 31, 2013 and 2012

ASSETS
Cash
Loans receivable (Net of
$0 allowance)

EQUIPMENT
Less accumulated depreciation

LIABILITIES AND NET ASSETS

LIABILITIES
Accounts payable
Due to other governments
Deferred revenue (Note 5)

TOTAL LIABILITIES
NET ASSETS
Unrestricted
Temporarily restricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

See Accompanying Notes to Financial Statements and Auditors’ Report
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2013 012

$ 1,694,405 § 914,097

2.222.879 2.816.618

3.917.284 3,730,715

16,637 16,637

(_16.637) (_15.414)

0 1,223

$ 3917284 § 3,731,938
$ $

13,226 13,226

726.882 832.179

740,108 845,405

3.177.176 2,886.533

3.177.176 2.886.533

$ 3917284 § 3,731,938




Franklin County Local Development Corporation
STATEMENTS OF ACTIVITIES
For the Years Ended December 31, 2013 and 2012

UNRESTRICTED NET ASSETS

SUPPORT
Franklin County
State Aid
Miscellaneous
TOTAL UNRESTRICTED SUPPORT
EXPENSES
Economic Development Zone (Schedule 1)
TOTAL UNRESTRICTED EXPENSES
INCREASE (DECREASE) IN UNRESTRICTED NET ASSETS

TEMPORARILY RESTRICTED NET ASSETS
SUPPORT

Interest

Miscellaneous

Program Income

TOTAL TEMPORARY SUPPORT

EXPENSES

Professional

Miscellaneous

TOTAL TEMPORARY EXPENSES

(INCREASE) DECREASE IN TEMPORARILY RESTRICTED
NET ASSETS

INCREASE (DECREASE) IN NET ASSETS
NET ASSETS — BEGINNING OF YEAR

NET ASSETS — END OF YEAR

See Accompanying Notes To Financial Statements and Auditors’ Report
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013 2012
$ 3,345 5,542
3.345 5.542
(_3.345) (5.696)
(_3.345) (__154)
0 (__154)
194,725 238,763
101,953
296,678 238.763
( 2,298) ( 3,450)
(_3.737) (__3.823)
(_6.035) (_7.273)
290,643 231.490
290,643 231,336
2.886.553 2.655.197

$ 3,177,196 § 2.886,533




Franklin County Local Development Corporation
STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2013 & 2012

013 2012
CASH FLOWS FROM OPERATING ACTIVITIES:
Increase (decrease) in net assets $ 290,643 $ 231,336
Adjustments to reconcile change in net assets to
cash flows provided (used) by operations

Depreciation 1,223 1,485

Increase(Decrease) in accounts payable

Increase(Decrease) deferred revenue ( 105.297) (__5.542)
NET CASH PROVIDED (USED) BY OPERATIONS 186.569 227.279

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of equipment

(Increase) Decrease notes receivable 593.739 (_46.843)
NET CASH PROVIDED (USED) BY INVESTING ACTIVITIES 593.739 (_46,843)
NET INCREASE (DECREASE) IN CASH 780,308 180,436
CASH & CASH EQUIVALENTS — BEGINNING 914.097 733,661
CASH & CASH EQUIVALENTS - ENDING $§ 1694405 $ 914,097

See Accompanying Notes To Financial Statements and Auditors’ Report
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Franklin County Local Development Corporation
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2013

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Franklin County Local Development Corporation have been
prepared on the accrual basis. The significant accounting policies followed are described
below to enhance the usefulness of the financial statements to the reader.

Financial Statement Presentation

The Organization has adopted Statement of Financial Accounting Standards (SFAS) No.
117, “Financial Statements of Not-for-Profit Organizations.” Under SFAS No. 117, the
Organization is required to report information regarding its financial position and activities
according to three classes of net assets: unrestricted net assets, temporarily restricted net
assets, and permanently restricted net assets. In addition, the Organization is required to
present a statement of cash flows.

Nature of Operations

The Franklin County Industrial Development Agency created a Local Development
Corporation known as the Franklin County Local Development Agency (the Corporation).
The Franklin County Industrial Development Agency assigned all of the loan repayments
from the County Community Development Block Grant (CDBG) Projects to the Agency for
the purpose of establishing a county wide revolving loan fund. Upon the formation of the
Corporation, the Agency assigned all of its rights in the CDBG assignment to the
Corporation for collection and administration.

Estimates

In preparing financial statements in conformity with generally accepted accounting
principles, management is required to make estimates and assumptions that affect the
reported amounts of assets and liabilities at the date of the financial statements and revenues
and expenses during the reported period. Actual results could differ from those estimates.

Cash and Cash Equivalents

For the purposes of the statements of cash flows, the Organization considers all highly liquid
investments available for current use with an initial maturity of three months or less to be
cash equivalents.

See Auditors’ Report
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Franklin County Local Development Corporation
Notes to Financial Statements (Cont’d)
December 31, 2013

Temporarily Restricted Net Assets

The temporarily restricted net assets represent the amount of the Revolving Loan Fund
which was created by Franklin County I.D.A. to stimulate the growth of private sector
industrial employment in Franklin County, New York. The revolving loan fund provides
financial assistance to: (1) small industries who wish to expand or to build new facilities; (2)
small industries who must modernize their physical plant or equipment and machinery to
maintain their competitive position; and (3) Canadian industrial firms who seek to locate
new plants or facilities in the County.

Income Taxes

The Corporation is duly established under Section 402 and 1411 of the Not-for-Profit
Corporation Law of the State of New York and is a corporate governmental agency
performing an essential governmental function. Therefore, no provision for such taxes has
been made in the financial presentation and accordingly no deferred income taxes have been
recognized.

Donated Assets and Services

The estimated fair value of the full use of facilities owned by others and the estimated fair
value of contributed services over which the Corporation exercises control, which constitute
a part of the normal services that would otherwise be performed by paid personnel, have not
been reflected in the accompanying financial statements. Also, the value of other donated
services (board members, etc.) is not reflected in the accompanying financial statements.

NOTE 2 — RESTRICTED CASH
Temporarily restricted cash in the amounts of $1,587,345 and $803,692 for December 31,
2013 & 2012 respectively is to be used for loans as part of the revolving loan fund.

NOTE 3 — CASH AND CONCENTRATION OF CREDIT RISK
All funds were totally collateralized at December 31, 2013 and 2012.

See Auditors’ Report
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Franklin County Local Development Corporation
Notes to Financial Statements (Cont’d)

December 31, 2013

NOTE 4 — RESTRICTED LOANS RECEIVABLE
Details of the loans receivable at December 31, 2013
and 2012 consist of the following:

Branch Commercial Development
Date of loan 6/10

Original loan balance $250,000
Balance as of December 31

Interest Rate: 5.25%

Final Maturity 6/20

Monthly payment: $2,682.29

Franklin County, IDA

Date of Loan 09/06

Original loan balance $475,000
Balance as of December 31,
Interest Rate 5% per annum
Final Maturity 09/11

Glazier Packing

Date of loan 8/05

Original loan balance $200,000
Balance as of December 31
Interest rate 8%

Final maturity 8/15

Monthly payment $2,426.55

Asept Pak, Inc.

Date of Loan 9/09

Original Loan Balance $250,000
Balance as of December 31,
Interest rate 6%

Final maturity 9/14

Monthly payment $5,294.22

Asept Pak, Inc.

Date of Loan 9/11

Original Loan Balance $425,000

Balance as of December 31,

Interest rate 5.25%

Maturity upon Empire Development Financing

See Auditors’ Report
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Franklin County Local Development Corporation
Notes to Financial Statements (Cont’d)
December 31, 2013
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Franklin Snowmobile Club

Date of loan 1/12

Original loan balance $93,750

Balance as of December 31 60,721 78,365
Interest rate 5.25%

Final maturity 1/17

Monthly payment 1,780

Wise Buys

Date of loan 7/04

Original loan balance $250,000

Balance as of December 31, 35,093 40,093
Interest rate 6%

Monthly payment $3,654.12

Asept Pak, Inc.

Date of loan 2/16/07

Original loan balance $400,000

Balance as of December 31 400,000 400,000
Interest rate Deferred

Final Maturity 02/13

Monthly payments $6,692.26

Asept Pak, Inc.

Date of loan 3/09

Original loan balance $735,000

Balance as of December 31 648.047 735.001
Interest 4.8%

Final Maturity 3/14

$§ 2222879 § 2,816,618

See Auditors’ Report
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Franklin County Local Development Corporation
Notes to Financial Statements (Cont’d)
December 31, 2013

NOTE 5- DEFERRED REVENUE

Deferred revenue consists primarily of original HUD loans transferred from the Franklin
County IDA and deferred EDZ Zone County monies. As these loans are repaid or expenses
incurred in the EDZ Zone revenue is recognized.

NOTE 6-CONTINGENCIES AND COMMITMENTS

The Corporation has received grants, which are subject to audit by agencies of the state and
federal governments. Such audits may result in disallowance and a request for a return of
funds.

NOTE 7 — CONCENTRATION
The agency’s loan portfolio totaling $2,222,879 has one obligor with outstanding loans
totaling $1,257,647 or 57% of the portfolio.

NOTE 8- SUBSEQUENT EVENTS

Management has reviewed and evaluated all events and transactions from 12/31/13 through
3/12/14, the date the financial statements were available to be issued for possible disclosure
and recognition in the financial statements. There were no events or transactions that
existed which would provide additional pertinent information about conditions at the
balance sheet date required to be recognized or disclosed in the accompanying financial
statements.

NOTE 9 — INCOME TAX

Accounting principles generally accepted in the United States of America require the LDC
to evaluate all significant tax positions. As of 12/31/13 the LDC does not believe that it has
taken any positions that would require the recording of any tax liability, nor does it believe
that there are any unrealized tax benefits that should be recorded or that would increase or
decrease within the next year.

See Auditors’ Report
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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

Franklin County Local Development Corporation
A Component Unit of Franklin County, New York
10 Elm Street

Malone, New York 12953

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 the governmental activities, of the Franklin County Local Development
Corporation a Component Unit of Franklin County, New York, as of and for the years ended
December 31, 2013 and 2012, and the related notes to the financial statements, which
collectively comprise the Franklin County Local Development Corporation a Component
Unit of Franklin County, New York’s basic financial statements, and have issued our report
thereon dated March 12, 2014.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Franklin
County Local Development Corporation a Component Unit of Franklin County, New York’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
the Franklin County Local Development Corporation a Component Unit of Franklin County,
New York’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Franklin County Local Development Corporation a Component of
Franklin County, New York’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
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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. Given these limitations,
during our audit we did not identify any deficiencies in internal control that we consider to
be material weaknesses. However, material weaknesses may exist that have not been
identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Franklin County Local
Development Corporation a Component Unit of Franklin County, New York’s financial
statements are free from 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 result of
our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

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 results 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.

N L.r.w@}., ¢.e4,RC
Dofliglas S. Wood, C.P.A., P.C.
Malone, New York

March 12, 2014
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Schedule 1

Franklin County Local Development Zone
SCHEDULE OF ECONOMIC DEVELOPMENT ZONE REVENUES & EXPENDITURES
December 31, 2013

REVENUES
New York State $ 3,345
Franklin County
Miscellaneous
3.345
EXPENDITURES
Miscellaneous 520
Telephone 510
Marketing 101
Consulting 2214
3.345
Net Income (Loss) $§ 0

See Accompanying Notes to Financial Statements and Auditors’ Report
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March 12, 2014

To the Board of Directors of:

Franklin County Local Development Corporation
10 Elm Street

Malone, New York 12953

We have audited the financial statements of the Franklin County Local Development
Corporation for the year ended December 31, 2013. Professional standards require that we
provide you with information about our responsibilities under generally accepted auditing
standards, as well as certain information related to the planned scope and timing of our audit.
We have communicated such information in our engagement letter dated January 21, 2014,
Professional standards also require that we communicate to you the following information
related to our audit.

A. The Auditor’s Responsibility under Auditing Standards Generally Accepted in the United
States of America

As stated in our engagement letter dated January 21, 2014 our responsibility, as described by
professional standards, is to express an opinion about whether the financial statements prepared
by management with your oversight are fairly presented, in all materials respects, in conformity
with U.S. generally accepted accounting principles. Our audit of the financial statement does not
relieve you or management of your responsibilities.

In planning and performing our audit, we considered the Franklin County Local Development
Corporation’s internal control over financial reporting 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 over financial reporting.

As part of obtaining reasonable assurance about whether the financial statements are free from
material misstatement, we performed tests of compliance with certain provisions of laws,
regulations, contracts, and grants, noncompliance with which could have a direct and material
effect on the determination of the financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of our audit. While our audit provides
a reasonable basis for our opinion, it does not provide a legal determination on the Franklin
County Local Development Corporation’s compliance with those requirements.
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B. Planned Scope and Timing of the Audit

The audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements; therefore, our audit involved judgment about the number of
transactions to be examined and the areas to be tested.

Our audit included obtaining an understanding of the entity and its environment, including
internal controls, sufficient to assess the risks of material misstatement of the financial
statements and to design the nature, timing, and extent of further audit procedures. Material
misstatements may result for (1) errors, (2) fraudulent financial reporting, (3) misappropriation
of assets, or (4) violations of laws or governmental regulations that are attributable to the entity
or to acts by management or employees acting on behalf of the entity. We have communicated
our significant findings as outlined below.

We began our audit on February 4, 2014 and intend to issue our report on approximately March
12, 2014.

C. Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by the Franklin County Local Development Corporation are
described in Note 1 to the financial statements. No new accounting policies were adopted and
the application of existing policies was not changed during the year ended December 31, 2013.
We noted no transactions entered into by the entity during the year for which there is a lack of
authoritative guidance or consensus. All significant transactions have been recognized in the
financial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management
and are based on management’s knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive because
of their significance to the financial statements and because of the possibility that future events
affecting them may differ significantly from those expected.

Certain financial statement disclosures are particularly sensitive because of their significance to
financial statement users.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.
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Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatement identified
during the audit, other than those that are trivial, and communicate them to the appropriate level
of management. Management has corrected all such misstatements. In addition, none of the
misstatements detected as a result of audit procedures and corrected by management were
material, either individually or in the aggregate, to the opinion unit’s financial statements taken
as a whole.

Disagreements with Management

For the purpose of this letter, professional standards define a disagreement with management as a
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction,
that could be significant to the financial statements or the auditor’s report. We are pleased to
report that no such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated March 12, 2014.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to the financial statements or a
determination of the type of auditor’s opinion that may be expressed on those statements, our
professional standards require the consulting accounting to check with us to determine that the
consultant has all the relevant facts. To our knowledge, there were no such consultations with
other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the applications of accounting principles and
auditing standards, with management each year prior to retention as the Franklin County Local
Development Corporation’s auditor. However, these discussions occurred in the normal course
of our professional relationship and our responses were not a condition to our retention.
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This information is intended solely for the use of the Board of Directors and Management of the
Franklin County Local Development Corporation and is not intended to be and should not be
used by anyone other than these specified parties.
Sincerely,

S.tead, 6.8, PL,

N J J

Douglas S. Wood, C.P.A, P.C.
Malone, New York
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