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Board of Directors

Town of Bethlehem Industrial Development Agency,
a Component Unit of the Town of Bethlehem

Bethlehem, New York

Independent Auditors’ Report

We have audited the accompanying financial statements of the governmental activities and the
business-type activities of the Town of Bethlehem Industrial Development Agency, a Component Unit
of the Town of Bethlehem (the Agency) (a public benefit corporation), as of and for the years ended
December 31, 2010 and 2009, which collectively comprise the Agency’s basic financial statements as
listed in the table of contents. These financial statements are the responsibility of the Agency’s
management. OQur responsibility is to express opinions 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 audits to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for
our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and the business-type activities of the
Agency, as of December 31, 2010 and 2009, and the respective changes in financial position and cash
flows, where applicable, thereof for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
March 14, 2011 on our consideration of the Agency’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion on
the internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audits.
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Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information on pages 3 through 5
and Schedule I 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 audits of the basic financial statements. We do not express an opinion or provide
any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Our audits were conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Agency’s financial statements as a whole. The accompanying Governance
information and additional schedules presented on pages 12 through 21, are presented for the purpose
of additional analysis and are not a required part of the basic financial statements. The Governance
information and additional schedules presented on pages 12 through 21 have not been subjected to the
auditing procedures applied in the audits of the basic financial statements and, accordingly, we do not
express an opinion or provide any assurance on them.

7 te (U

Albany, New York ZM Mﬁ/ }‘z

March 14, 2011

Page 2



Frank S. Venezia
Chairman

Joseph P. Richardson

Vice Chairman

Sam NedJame
Secretary

Victoria Stanton Sweeney
Assistant Secretary

Brian T. Stenson
Treasurer

Mark Hennessey
Member

Stephen P. Rosenblatt
Member

TOWN OF BETHLEHEM
Albany County - New York
INDUSTRIAL DEVELOPMENT AGENCY
445 DELAWARE AVENUE
DELMAR, NEW YORK 12054
Telephone: (518) 439-4955
Fax: (518)439-5808
Email: info@bethlehemida.com
www.bethlehemida.com

Terrence W. Ritz
Executive Director and
Chief Executive Officer
Ext, 1139

Suzanne Traylor
Chief Financial Officer and
Contracting Officer

Ext. 1123

Thomas P. Connolly, Esq.
Assistant Executive Director,
Assistant Secretary and

Agency Counsel

518-447-3303

Robin Nagengast
Assistant to the Executive
Director and Clerk

Ext. 1158

Town of Bethlehem Industrial Development Agency
Management’s Discussion and Analysis
For The Year Ended December 31, 2010

The following discussion and analysis of the Town of Bethlehem Industrial Development Agency, a
Component Unit of the Town of Bethlehem’s (the Agency) financial performance provides an
overview of the Agency’s financial activities for the year ended December 31, 2010. This document
should be read in conjunction with the Agency’s financial statements.

Financial Highlights

Reflecting the continued sluggishness of nonresidential development in the region, the Agency did not
issue any new conduit bonds and did not execute any new agreements for payments in lieu of taxes
(PILOTs) in 2010.

As reported in the project analysis section of the December 31, 2010 Annual Report, total PILOT
payments received were close to $8.5 million which exceeded the tax exemptions granted by a net total
of $4.4 million.

The Agency is also eligible to receive supplemental fees from PSEG Power New York, Inc., assuming
certain energy production levels are exceeded. Agency operating revenues of $54,222 include $51,647
in Energy Reimbursement fees from PSEG Power New York, Inc.

Projects and New Developments:

Vista Technology Campus Project:

The Agency continued to support the Vista Technology Campus project that calls for construction
of roads and infrastructure to support the future development of 1.4 million square feet of building
space. The Agency participated in many, many meetings with the Town and the developer of the
Campus to explore alternative ways in which the Town or the Agency could build the road, water,
sewer, and drainage infrastructure that would provide access to the Campus. Continuing
constraints in the commercial credit markets have prevented the developer from obtaining
financing to complete the infrastructure and the absence of such infrastructure appears to have
stalled development of the campus as potential tenants are seeking sites that are ready for
construction.
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20/20 Planning Initiative:

The Agency continued to support the Town of Bethlehem's 20/20 planning initiative which calls
for the development of a long-term needs assessment, development of a long-term tax base
analysis to quantify the tax base diversification goals, development of a marketing and
communications program, development of a community compact on principles, goals and
objectives for the year 2020, and continuation of the existing business development and retention
program.

Capital District Transportation Committee and NYS Department of Transportation:

The Agency continued to support the Town's planning initiatives for the Capital District
Transportation Committee and NYS Department of Transportation - 2010 Grant Programs; the
9W Corridor Study, the Clapper Road Interchange Feasibility Study, the Local Waterfront
Revitalization Plan, the Delaware Avenue Hamlet Enhancement Study, the New Scotland Road
Hamlet Master Plan, the Open Space Plan, and the Agriculture and Farmland Protection Plan.

SABIC and Selkirk Cogen:
The Agency and the Town met with the leaders of SABIC and Selkirk Cogen to consider the
feasibility of providing low cost power to SABIC and other nearby industrial users.

PILOTs:
There were no new payments in lieu of taxes agreements in 2010.

Summary of Conduit Bonds

No conduit bonds were issued by the Agency during 2010. The following table presents a summary of
outstanding conduit bond issuances, which are more fully described within the footnotes to the
financial statements:

Balance Issued in Paid in Balance

Project 12/31/09 2010 2010 12/31/10
Selkirk Cogen $129,052,620 $ - $44,579,351 | § 84,473,269
American Housing Foundation 6,560,000 - 115,000 6,445,000
467 Delaware Avenue LLC 10,240,000 - 240,000 10,000,000
YMCA 6,317,188 - 249,612 6,067,576
Total $152,169,808 $ - $45,183,963 | $106,985,845

Service Agreement

The Agency entered into a 2010 Service Agreement with the Town of Bethlehem (the Town), in
recognition of the services provided by Town staff (primarily from the Town’s Department of
Economic Development and Planning) in furtherance of the mutual goals of the Town and the Agency,
and given that the Agency has the financial ability to fund a portion of the costs devoted to these
efforts.

At its December 17, 2009 meeting, the Agency approved the 2010 agreement, which provides for a
maximum payment of $279,140 in 2010. The Agency did not approve a transfer of funds to the Town
as it would cause the Agency’s net assets to fall below the minimum threshold as set by the Agency’s
policy on net assets.
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Interest Income
Interest earnings for 2010 were equal to $1,103, about $579 less than the 2009 earnings of $1,682. The
decline in income reflected continued declines in interest rates and investment balances.

Change in Net Assets

The Agency’s net assets as of the end of 2010 increased slightly from the levels at the end of 2009 as
shown in the following chart:

2010 2009
Net Assets as of Beginning of Year $225,666 $283,650
Revenue 55,325 35,767
Expenditures 51,599 93,751
Net Assets as of End of Year $229,392 $225,666

The increase in revenue was primarily attributable to the increase in the rate calculation used to
determine the Energy Reimbursement fees collected from PSEG Power New York, Inc. The Agency’s
decision not to transfer funds to the Town of Bethlehem (see description above) is the major cause of
the decrease in overall expenditures during 2010.

Contacting the Agency’s Financial Management

This financial report is designed to provide a general overview of the Agency’s finances for all those
having an interest, and should be considered along with the Annual Audit Report, including the related
footnotes. Questions concerning any of the information provided in this report may be addressed to
Suzanne E. Traylor, CPA, Chief Financial Officer, or Frank Venezia, CPA, Agency Chairman, at 445
Delaware Avenue, Delmar, NY 12054.
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TOWN OF BETHLEHEM INDUSTRIAL DEVELOPMENT AGENCY,
A COMPONENT OF THE TOWN OF BETHLEHEM

Statements Of Net Assets

December 31

2010 2009
Assets
Current assets:
Cash and cash equivalents $ 220,265 $ 220,574
Accounts receivable 10,458 6,275
Total current assets 230,723 226,849
Total Assets $ 230,723 $§ 226,849
Liabilities And Net Assets

Current liabilities:
Accounts payable $ 32 % 32
Accrued liabilities 1,299 1,151
Total current liabilities 1,331 1,183
Total liabilities 1,331 1,183
Net assets 229,392 225,666
Total Liabilities And Net Assets $ 230,723 $§ 226,849

The accompanying notes are an integral part of these financial statements Page 6



TOWN OF BETHLEHEM INDUSTRIAL DEVELOPMENT AGENCY,

A COMPONENT UNIT OF THE TOWN OF BETHLEHEM

Statements Of Revenues, Expenses, And Changes In Net Assets

Operating revenues:
Fees

Total operating revenues

Operating expenses:
Contractual expenses

Total operating expenses

Operating income (loss)

Other revenues:
Interest income

Total other revenues

Net income (loss)

Net assets - beginning

Net Assets - Ending

The accompanying notes are an integral part of these financial statements

For The Years Ended December 31

2010 2009

$ 54222 $ 34,085
54,222 34,085
51,599 93,751
51,599 93,751
2,623 (59,666)
1,103 1,682
1,103 1,682
3,726 (57,984)
225,666 283,650

$ 229392 $ 225666
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TOWN OF BETHLEHEM INDUSTRIAL DEVELOPMENT AGENCY,
A COMPONENT UNIT OF THE TOWN OF BETHLEHEM

Statements of Cash Flows
For The Years Ended December 31
Cash flows for operating activities:
Cash received from providing services

Cash payments personal services and benefits
Cash payments contractual expenses

Net cash used by operating activities

Cash flows from investing activities:
Interest income

Net cash provided by investing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash And Cash Equivalents At End Of Year

Reconciliation of operating income (loss) to net cash
used by operating activities:

Operating income (loss)

Adjustments to reconcile operating income (loss) to
net cash provided (used) by operations:
(Increase) decrease in assets other than
cash and cash equivalents
Increase (decrease) in liabilities other than
cash and cash equivalents

Total adjustments

Net Cash Used By Operating Activities

2010 009
$ 50,039 $ 45421
(37,321)  (35,448)
(14,130)  (58,548)

(1,412) (48,575)

1,103 1,682

1,103 1,682

(309)  (46,893)

220,574 267,467

$ 220,265 $§ 220,574

$ 2,623 §  (59,666)

(4,183) 11,336
148 (245)
(4,035) 11,091

$  (1,412) $  (48,575)

The accompanying notes are an integral part of these financial statements
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TOWN OF BETHLEHEM INDUSTRIAL DEVELOPMENT AGENCY
(SEE INDEPENDENT AUDITORS’ REPORT)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2010

The Town of Bethlehem Industrial Development Agency (the Agency) is a public benefit corporation
created in 1980 by the Town Board of the Town of Bethlehem, New York under the provisions of Chapter
1030 of the 1969 Laws of New York State, for the purpose of encouraging economic growth in the Town of
Bethlehem. The Agency is exempt from Federal, State, and Local income taxes. The Agency, although
established by the Town Board of the Town of Bethlehem, is a separate entity and operates independently
of the Town of Bethlehem.

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies of the Town of Bethlehem Industrial Development
Agency is presented to assist in understanding the Agency’s financial statements. The financial
statements and notes are representations of the Agency’s management who are responsible for their
integrity and objectivity. These accounting policies conform to accounting principles generally accepted
in the United States of America, and have been consistently applied in the preparation of the financial
statements.

Basis of Accounting

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

Use of Estimates :

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statement and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Revenues and Expenses
Revenues and expenses are recorded on the accrual basis.

Cash and Cash Equivalents

For purposes of the statement of cash flows, cash consists of cash held in savings, checking, and money
market accounts. The Agency considers all investment instruments purchased with maturity of three
months or less to be cash equivalents.

Income Taxes

The financial statements do not provide a tax liability for the Agency. The Agency is exempt from federal,
state, and local taxes.
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TOWN OF BETHLEHEM INDUSTRIAL DEVELOPMENT AGENCY
(SEE INDEPENDENT AUDITORS’ REPORT)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2010

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Plant, Property, and Equipment
Plant, property, and equipment acquired through the Agency’s conduit financing are recorded as assets on the
books of the project entities, along with the associated debt.

The Agency has a capitalization policy for additions of fixed assets with a minimum cost of $1,000 and a useful
life of more than one year. There were no fixed assets at December 31, 2010.

Industrial Revenue Bond and Note Transactions

Certain industrial development revenue bonds and notes issued by the Agency are secured by property which is
leased to companies and is retired by lease payments. The bonds and notes are not obligations of the Agency,
Town of Bethlehem, or New York State. The Agency does not record the assets or liabilities resulting from
completed bond and note issues in its accounts since its primary function is to arrange the financing between
the borrowing companies and the bond and note holders, and funds arising there from are controlled by trustees
or banks acting as fiscal agents. For providing this service, the Agency receives an administration fee from the
borrowing companies. Such administrative fee income is recognized immediately upon issuance of bonds,
notes, and upon closing of straight lease transactions. At December 31, 2010, the outstanding balance of bonds
was $106,985,845.

In addition to the administrative fees received upon closing, the Agency is also eligible to receive supplemental
fees from PSEG Power New York, Inc., assuming certain energy production levels are exceeded. The
calculations are made quarterly, commencing August 2005, which was the month following the date
commercial operations began (July 18, 2005). The Charges for Services revenue includes $51,647 in Energy
Reimbursement Payments. Accounts receivable include $10,458 due from PSEG as of December 31, 2010.

Investments

State statutes govern the Agency’s investment policies. In addition, the Agency has its own written investment
policy. Agency monies must be deposited in FDIC insured commercial banks or trust companies located within
the State of New York. The Chief Financial Officer is authorized to use demand accounts and certificates of
deposit. Cash and money market investments reflected on the statements of net assets were entirely covered by
FDIC insurance or secured by collateral held by a third party agent. Investments measured at fair value on a
recurring basis, based on quoted market prices, and other relevant information generated by market transactions
are comprised of the following:

Investments as of December 31, 2010:
Money Market $201,455

Net Assets

In 2007, the Agency adopted a policy setting a minimum level for net assets. The policy is designed to provide
an appropriate level of assets to cover the Agency’s operating costs, given the sometimes multiple year cycle
between project transactions. The policy defines a minimum reasonable balance at three times the annual base
budget, currently equal to $180,000. If the fund balance is projected to fall below this threshold, the Agency
must adopt a plan to restore the minimum net asset position within a twelve-month period.
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TOWN OF BETHLEHEM INDUSTRIAL DEVELOPMENT AGENCY
(SEE INDEPENDENT AUDITORS’ REPORT)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

2. RELATED PARTY TRANSACTIONS
The Chief Executive Officer and the Chief Financial Officer are employees of the Town of Bethlehem. The
two positions are not members of the Agency Board.

3. FRINGE BENEFITS

Fringe benefits include pension contributions of $3,538 to the New York State and Local Employees’
Retirement System (the System) for the benefit of the Agency’s employee. The system provides various plans
and options, some of which require employee contributions. The System is a cost sharing multiple employer,
public employee retirement system. The System offers a wide range of plans and benefits which are related to
years of service and final average salary, vesting of retirement benefits, death, and disability. All benefits
generally vest after ten years of service. The New York State Retirement and Social Security Law provides that
all participants in the System are jointly and severally liable for any actuarial unfunded amounts. Such amounts
are covered through annual billings to all participating employees. Generally, all employees except certain
part-time employees participate in the System. The System is non contributory except for employees who
joined the System after July 27, 1975, who must contribute 3% of their salary.

The System issues a publicly available financial report that includes financial statements and required
supplementary information. That report may be obtained by writing to NYERS, Governor Alfred E. Smith
Office Building, Albany, New York 12244.

4. UNRESTRICTED NET ASSETS
Unrestricted net assets include the following components as of December 31, 2010:

Unrestricted net assets, not reserved for encumbrances $229.392
Total Unrestricted Net Assets $229.392

5. COMMITMENTS AND CONTINGENCIES

Service Agreement

The Agency entered into a 2010 Service Agreement with the Town of Bethlehem (the Town), in recognition of
the services provided by Town staff in furtherance of the mutual goals held by the Town and the Agency, and
given that the Agency has the financial ability to fund a portion of the costs devoted to these efforts, primarily
from the Department of Economic Development and Planning. The Agency approved the 2010 agreement at
their December 17, 2009 meeting. The agreement provides for a maximum contribution of $279,140 in 2010.
For 2010, funding was not approved as it would cause the net assets to fall below the minimum threshold as set
by the Agency’s policy on net assets.
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