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INDEPENDENT AUDITOR’S REPORT

Mayor and Members of the City Council
City of Elmira
Elmira, New York

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and fund information of
the Elmira Urban Renewal Agency (the Agency), a component unit of the City of Elmira, New York, as of and for
the year ended December 31, 2013, 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 preparation and 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 from 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
opinions.
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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 fund information of the Elmira Urban Renewal Agency (the
Agency), as of December 31, 2013, and the respective changes in financial position, for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Emphasis of a Matter

During the year ended December 31, 2013, the Elmira Urban Renewal Agency implemented Governmental
Accounting Standards Board (GASB) Statement Number 65, “ltems Previously Reported as Assets and
Liabilities.” Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 3-3e 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 Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 28, 2014 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 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 Agency’s internal control over financial reporting and compliance.
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February 28, 2014
Ilthaca, New York



ELMIRA URBAN RENEWAL AGENCY
MANAGEMENT’'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2013

Our discussion and analysis of the Elmira Urban Renewal Agency's (the Agency) financial performance
provides an overview of the Agency’s financial activities for the fiscal year ended December 31, 2013. Please read
it in conjunction with the Agency’s financial statements, which begin on page 4.

FINANCIAL HIGHLIGHTS

e The fund recorded a decrease in assigned fund balance of $(120,016) in 2013 and had a total fund balance
at the end of the year of $302,057.

e The Agency’s total indebtedness decreased $(100,000) during the current fiscal year.
e The assets of the Agency exceeded its liabilities at the close of the most recent fiscal year by $4,193.

e During the year, the Agency had revenue from governmental programs and other revenues $(32,922) less
than the $42,403 expended on home and community services and interest on debt.

USING THIS ANNUAL REPORT

This annual report consists of a series of basic financial statements. The Statement of Net Position and the
Statement of Activities (on pages 4 and 5) provide information about the Agency as a whole and present a longer-
term view of the Agency’s finances. Governmental Fund financial statements start on page 6. For Governmental
Activities, these statements tell how these services were financed in the short term, as well as what remains for
future spending. Governmental Fund financial statements also report the Agency’s operations in greater detail than
the government-wide financial statements by providing information about the Agency's fund. Following these
statements are notes that provide additional information that is essential to a full understanding of the data provided
in the financial statements.

Reporting the Agency as a Whole

Our analysis of the Agency as a whole begins on page 4, with the government-wide financial statements. The
Statement of Net Position and the Statement of Activities report information about the Agency as a whole and about
its activities in a way that helps answer the question of whether the Agency, as a whole, is better off or worse off as a
result of the year's activities. These statements include all assets and liabilities using the accrual basis of
accounting, which is similar to the accounting used by most private-sector companies. All of the current year's
revenues and expenses are taken into account regardless of when the cash is received or paid.

These two statements report the Agency’'s net position and changes in it. One can think of the Agency’s net
position, the difference between assets and liabilities, as one way to measure the Agency's financial health, or
financial position. Over time, increases or decreases in the Agency's net position are one indicator of whether its
financial health is improving or deteriorating.

In the Statement of Net Position and the Statement of Activities, all of the Agency's activities, which are
governmental in nature, are reported in one column, including home and community services and interest on debt.
Charges for services and state and federal grants finance most of these activities. The Agency is a component unit
of the City of Elmira and is included as a discretely presented component unit in the City’s financial statements.



Reporting the Agency’s Fund

ELMIRA URBAN RENEWAL AGENCY

MANAGEMENT’'S DISCUSSION AND ANALYSIS

(CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2013

Governmental Fund Financial Statements

Analysis of the Agency’'s Major Fund begins on page 6. The Governmental Fund financial statements provide

detailed information about the most significant funds - not the Agency as a whole.

Governmental Funds:

explained in a reconciliation following the Governmental Fund financial statements.

THE AGENCY AS A WHOLE

Our analysis below focuses on net position (Figure 1).

The Agency’'s services are reported as Governmental Funds, which focus on how
money flows into and out of those funds and the balances left at year end that are available for spending. These
funds are reported using an accounting method called modified accrual accounting, which measures cash and
all other financial assets that can be readily converted to cash. The Governmental Fund financial statements
provide a detailed short-term view of the Agency’s general governmental operations and the basic services it
provides. Governmental Fund information helps determine whether there are more or fewer financial resources
that can be spent in the near future to finance the Agency’s programs. The relationship (or differences) between
Governmental Activities (reported in the government-wide financial statements) and Governmental Funds is

Figure 1
Net Position
Governmental Activities 2013
2012 Increase (Decrease)
as restated 2013 over 2012
Current assets $ 244,206 $ 32,832 $ (211,374)
Noncurrent assets 555,318 284,591 (270,727)
Total Assets 799,524 317,423 482,101
Current liabilities 452,409 103,230 (349,179)
Noncurrent liabilities 310,000 210,000 (100,000)
Total Liabilities 762,409 313,230 (449,179)
Unrestricted net position 37,115 4,193 (32,922)
Total Net Position $ 37,115 $ 4,193 $ (32,922)

The Agency’s net position for the fiscal year ended December 31, 2013 decreased from $37,115, as restated, to
$4,193. The decrease is due to home and community expenses of $42,403 exceeding charges for services and
other revenue of $9,481 by $32,922 in 2013. Current assets decreased $(211,374) or (86.6)% due to a decrease in
cash. The decrease in noncurrent assets was the result of a decrease in restricted cash. Cash and restricted cash
decreased as a result of repayment of amounts due to the City of Elmira, debt service payments, and because
Current liabilities decreased by $(349,179) or (77.2)% due to repayment of the
amount due to the City of Elmira. As a result of installment bond repayment, noncurrent liabilities decreased by

expenses exceeded revenues.

$(100,000).
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ELMIRA URBAN RENEWAL AGENCY
MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2013

The Agency'’s total revenues decreased by $(260,660), or 96.5%. Our analysis in Figure 2 separately considers
the operations of Governmental Activities.

Figure 2
Changes in Net Assets
Governmental Activities 2013
(Decrease)lncrease
2012 2013 over 2012
REVENUES
Program revenues:
Charges for services $ 94,525 $ 9,117 $ (85,408)
General revenues:
Sale of property 175,100 -0- (175,100)
Other 516 364 (152)
Total Revenues 270,141 9,481 (260,660)
PROGRAM EXPENSES
Home and community services 250,157 30,119 (220,038)
Interest on debt 11,494 12,284 790
Total Expenses 261,651 42,403 (219,248)
INCREASE (DECREASE) IN NET POSITION $ 8,490 $ (32,922) | $ (41,412)

Charges for services decreased because Riverside Suites, LLC did not make a scheduled loan payment in 2013
as contrasted with a $70,000 loan payment made in 2012. In 2013, there were no property sales, compared to last
year’s sale of the remaining Hudson Street property for $175,100.

Overall, home and community program expenses were $(220,038) less in 2013 than in 2012 primarily because
in 2012, $250,000 was transferred to the General Fund for code enforcement. Interest on debt increased compared
to 2012 as the result of an increase in scheduled interest payments on bonds.

Figures 3 and 4 show revenue by source for 2013 and 2012.

Figure 3
Revenue by Source
2013

Charges for
senices
96.16%
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assets and interest earnings of $364.
redevelopment.

ELMIRA URBAN RENEWAL AGENCY
MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2013

Figure 4
Revenue by Source
2012

Charges for

senices
Sale of 34.99%
property
64.82%
Other
0.19%

The cost of all Governmental Activities this year was $42,403. The Agency's governmental program revenues
included fees for services of $9,117. The Agency paid for the remaining portion of Governmental Activities with net
In 2012, general revenue included $175,100 for the sale of property for
The total cost less revenues generated by activities, or the net cost, for each of the Agency's

programs is presented below. The net cost shows the financial burden for these services.

Figure 5
Net Program Cost
Governmental Activities
2013

mCost

300,000
250,000
200,000
150,000
100,000
50,000
0

mRevenue
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ELMIRA URBAN RENEWAL AGENCY
MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2013

Figure 6
Net Program Cost
Governmental Activities
2012

oCost
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THE AGENCY’S FUND

As the Agency completed the year, its Governmental Fund, as presented in the Balance Sheet on page 6,
reported a fund balance of $302,057, which is $(120,016) less than last year’s fund balance of $422,073.

The decrease in the fund balance of $(120,016) is primarily the result of debt principal and interest payments
of $113,325 and legal and consulting expenses of $30,100 for home and community services offset by loan
principal and interest income (reported as departmental income) of $23,000.

Figure 7 shows the changes in fund balance for the year for the Agency's Governmental Fund.
Figure 7

Governmental Fund
Fund Balances at Year Ending

2013
Decrease over
2012 2013 2012
Special Revenue Fund $ 422,073 $ 302,057 $ (120,016)
Totals $ 422,073 $ 302,057 $ (120,016)

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets
The Agency has no material capital assets.
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ELMIRA URBAN RENEWAL AGENCY
MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2013

Debt Administration

The Agency'’s long-term debt decreased by $(100,000), bringing total debt to $310,000 as of December 31,
2013, as shown in Figure 8.

Figure 8
Major Outstanding Debt at Year Ending
Governmental Activities 2013 (Decrease)
2012 2013 from 2012
Statutory Installment Bond $ 410,000 $ 310,000 $ (100,000)
Totals $ 410,000 $ 310,000 $ (100,000)

FUTURE FACTORS
Hudson Street Redevelopment

The City and STEG have been successful in marketing the Hudson Street site for development. In February
2010, Aldi's purchased 2.007 acres to build an approximately 15,000 square foot retail store on the site which
opened in June 2010. The Elmira Urban Renewal Agency received $377,000 from the sale of the site. The
Elmira Urban Renewal Agency and 3107 Group, LLC closed on the sale of the remaining 1.298 acres to
construct a Family Dollar store on July 31, 2012. The net proceeds from the sale were $170,085 and these
funds will be used to reduce the $500,000 Elmira Urban Renewal Agency Bond Anticipation Note. In 2008, the
City entered into a Development and Option Agreement with Ellicott Development for the adjacent former Hygeia
Refrigeration site to construct a New York State Division of Parole building and a proposed 15,000 square foot
office building. The New York State Division of Parole building has been completed.

CONTACTING THE AGENCY’S FINANCIAL MANAGEMENT
This financial report is designed to provide a general overview of the Elmira Urban Renewal Agency’s finances
and to show the Agency’s accountability for the money it receives. If you have questions about this report or need

any additional financial information, contact the City of Elmira Chamberlain’s office, at 317 East Church Street,
Elmira, NY 14901.
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ELMIRA URBAN RENEWAL AGENCY
STATEMENT OF NET POSITION
DECEMBER 31, 2013

ASSETS
Current Assets:
Cash and cash equivalents, unrestricted
Due from City
Other receivables, net
Loans receivable
Total Current Assets
Noncurrent Assets:
Restricted cash and cash equivalents
Total Noncurrent Assets
Total Assets
LIABILITIES
Current Liabilities:
Interest payable
Current portion of long-term liabilities:
Bonds payable
Total Current Liabilities
Noncurrent Portion of Long-term Liabilities:
Bonds payable
Total Noncurrent Liabilities
Total Liabilities
NET POSITION

Unrestricted

Total Net Position

See Independent Auditor's Report and Notes to Financial Statements

-4 -

$

3,519

13,947

1,000

14,366

32,832

284,591

284,591

317,423

3,230

100,000

103,230

210,000

210,000

313,230

4,193

4,193



ELMIRA URBAN RENEWAL AGENCY
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2013

Program Revenues Net (Expense)
Operating Capital Revenue and
Charges for Grants and Grants and Changes in
Expenses Services Contributions Contributions Net Position
FUNCTIONS/PROGRAMS
Governmental Activities:
Home and community services $ 30,119 $ 9,117 $ $ $ (21,002)
Interest on debt 12,284 (12,284)
Total Governmental Activities $ 42,403 $ 9,117 $ 0- $ -0- (33,286)
GENERAL REVENUES
Use of money and property 364
Total General Revenues 364
Change in Net Position (32,922)
Net Position - Beginning of Year, as Restated 37,115
Net Position - Ending of Year $ 4,193

See Independent Auditor's Report and Notes to Financial Statements
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ELMIRA URBAN RENEWAL AGENCY

BALANCE SHEET
GOVERNMENTAL FUND
DECEMBER 31, 2013

ASSETS
Assets:
Cash and cash equivalents - Unrestricted
- Restricted
Due from City
Other receivables, net
Loans receivable
Total Assets
LIABILITIES

Liabilities:
Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred Inflows of Resources:
Unavailable revenue - Loans receivable
Total Deferred Inflows of Resources

FUND BALANCE

Fund Balance:
Assigned
Total Fund Balance

Total Liabilities, Deferred Inflows of Resources, and Fund Balance

See Independent Auditor's Report and Notes to Financial Statements
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3,519

284,591

13,947

1,000

14,366

317,423

15,366

15,366

302,057

302,057
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ELMIRA URBAN RENEWAL AGENCY
RECONCILIATION OF GOVERNMENTAL FUND BALANCE SHEET
TO THE STATEMENT OF NET POSITION
DECEMBER 31, 2013

Total Governmental Fund Balance

Amounts reported for Governmental Activities in the Statement of Net Position are different
because:

Unavailable revenue - loans receivable is not available to pay for current period
expenditures and, therefore, is a deferred inflow of resources in the funds.

Certain accrued expenses reported in the Statement of Net Position do not require the
use of current financial resources and, therefore, are not reported as liabilities in
Governmental Funds.

Accrued interest payable

Long-term liabilities, including bonds payable, are not due and payable in the current
period and, therefore, are not reported in the funds.
Bonds payable

Net Position of Governmental Activities

See Independent Auditor's Report and Notes to Financial Statements
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ELMIRA URBAN RENEWAL AGENCY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

FOR THE YEAR ENDED DECEMBER 31, 2013

GOVERNMENTAL FUND

REVENUES
Departmental income
Use of money and property
Total Revenues

EXPENDITURES

Current:
Home and community services
Total Home and Community Services
Debt service:
Principal
Interest
Total Expenditures
Excess of (Expenditures) over Revenue
Net Change in Fund Balance

Fund Balance, Beginning

Fund Balance, Ending

See Independent Auditor's Report and Notes to Financial Statements
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Special
Revenue Fund

23,064

364

23,428

30,119

30,119

100,000

13,325

143,444

(120,016)

(120,016)

422,073

302,057




ELMIRA URBAN RENEWAL AGENCY
RECONCILIATION OF GOVERNMENTAL FUND STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2013

Net Change in Fund Balance - Total Governmental Fund $ (120,016)

Amounts reported for Governmental Activities in the Statement of Activities are different
because:

Revenues in the Statement of Activities that do not provide current financial resources are

not reported as revenues in the funds. This is the change in unavailable revenue - loans
receivable. (13,947)

Bond proceeds provide current financial resources to Governmental Funds, but issuing debt
increases long-term liabilities in the Statement of Net Position. Repayment of debt principal
is an expenditure in the Governmental Funds, but the repayment reduces long-term liabilities
in the Statement of Net Position. This is the amount of repayment of debt principal. 100,000

Some expenses reported in the Statement of Activities do not require the use of current
financial resources and, therefore, are not reported as expenditures in Governmental Funds.

Decrease in accrued interest payable 1,041

Change in Net Position of Governmental Activities $ (32,922)

See Independent Auditor's Report and Notes to Financial Statements
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ELMIRA URBAN RENEWAL AGENCY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013

Note 1 - Summary of Significant Accounting Policies

The basic financial statements of the Elmira Urban Renewal Agency (the Agency) have been prepared
in conformity with generally accepted accounting principles (GAAP) as applied to government units. The
Governmental Accounting Standards Board (GASB) is the accepted standard setting body for establishing
governmental accounting and financial reporting principles. The more significant of the government's
accounting policies are described below.

A. Reporting Entity

The Elmira Urban Renewal Agency is a public benefit corporation established in 1966 by special
act of the State Legislature to carry out municipal urban renewal programs generally funded by federal
grants. In 1974, this agency was also designated as the Community Development Agency responsible
for administering federal community development block grants on behalf of the City of EImira. The
Agency is governed by a Board of Commissioners comprised of the Mayor and City Council members.
The City Manager serves in an ex-officio capacity and the Community Development Director serves as
the Secretary. The City is ultimately responsible for the proper disposition of grant funds and any debt
incurred by the Agency. Because of the close governing, administrative and financial relationship with
the City, the Agency is considered to be a component unit of the City of Elmira for financial reporting
purposes, and the Agency’s financial information is presented within the City’s financial statements as
of December 31, 2013 and for the year then ended.

B. Basic Financial Statements

The Agency's basic financial statements include both Government-wide (reporting the Agency
as a whole) and Governmental Fund financial statements (reporting the Agency's Major Fund). Both
the Government-wide and Governmental Fund financial statements categorize primary activities as
either Governmental or Business-type. The Agency's home and community services are classified
as Governmental Activities. The Agency has no Business-type Activities.

1. Government-wide Financial Statements

The Government-wide financial statements include a Statement of Net Position and a
Statement of Activities. These statements present summaries of activities for the Agency. This
Government-wide focus is more on the sustainability of the Agency as an entity and the change in
the Agency’s net assets resulting from the current year's activities.

In the government-wide Statement of Net Position, the Governmental Activities column is
reported on a full accrual, economic resource basis, which recognizes all long-term assets and
receivables as well as long-term debt and obligations. The Agency's net position is reported in
three parts — net investment in capital assets; restricted net position; and unrestricted net assets.
The Agency first utilizes restricted resources to finance qualifying activities.

The Statement of Activities reports both the gross and net cost for each of the Agency's
functions or programs. Gross expenses are direct expenses, including depreciation, specifically
associated with a service, program or department and, therefore, clearly identifiable to a particular
function. These expenses are offset by program revenues - charges paid by the recipient of the
goods or services offered by the program, grants, and contributions that are restricted to meeting
the program or capital requirements of a particular program. Revenues which are not classified as
program revenues are presented as general revenues of the Agency, with certain limited
exceptions. The net cost represents the extent to which each function or program is self-financing
or draws from the general revenues of the City.
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ELMIRA URBAN RENEWAL AGENCY
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2013

The financial transactions of the Agency are reported in an individual fund in the Governmental
Fund financial statements. Each fund is accounted for by providing a separate set of self-
balancing accounts that comprise its assets, liabilities, reserves, fund equity, revenues, and
expenditures or expenses. Fund accounting is designed to demonstrate legal compliance and to
aid financial management by segregating transactions related to certain government functions or
activities.

The Agency records its transactions in the funds described below:

a. Governmental Funds:

Governmental Funds are those through which most governmental functions are financed.
The acquisition, use and balances of expendable financial resources, and the related liabilities
are accounted for through Governmental Funds. The measurement focus of the
Governmental Funds is based upon determination of financial position and changes in financial
position. The following is the Agency's Governmental Fund:

1) Special Revenue Fund

Accounts for the proceeds of specific revenue sources legally restricted to
expenditures for specified purposes. The following Special Revenue Fund is reported as a
Major Fund:

Urban Renewal Fund - Used to account for monies distributed by the federal
government and expended pursuant to rules and regulations as set forth by the
Department of Housing and Urban Development and other federal agencies and for
related program income and charges for services.

C. Basis of Accounting/Measurement Focus

Basis of accounting refers to when revenues and expenditures and the related assets and liabilities

are recognized in the accounts and reported in the financial statements. Basis of accounting relates to
the timing of the measurements made, regardless of the measurement focus. Measurement focus is
the determination of what is measured, i.e. expenditures or expenses.

1.

Accrual Basis

The Government-wide financial statements are presented on an “economic resources”
measurement focus and the accrual basis of accounting. Accordingly all of the Agency’s assets
and liabilities, including capital assets, as well as infrastructure assets and long-term liabilities,
are included in the accompanying Statement of Net Position. The Statement of Activities
presents changes in net position. Under the accrual basis of accounting, revenues are
recognized when earned and expenses are recognized when incurred.

Modified Accrual Basis

Under this basis of accounting, revenues are recorded when measurable and available.
Available means collectible within the current period or soon enough thereafter to be used to pay
liabilities of the current period. Material revenues that are accrued include state and federal aid
and certain user charges. All other revenues deemed collectible within one year after year end are
recognized as revenues in the current year.
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ELMIRA URBAN RENEWAL AGENCY
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2013

If expenditures are the prime factor for determining eligibility, revenues from federal and state
grants are accrued when the expenditure is made. Expenditures are recorded when incurred. The
cost of capital assets is recognized as an expenditure when received.

D. Deferred Inflows of Resources

In addition to liabilities, the Statement of Financial Position will sometimes report a separate
section for deferred inflows of resources. This separate financial statement element, deferred
inflows of resources, represents an acquisition of net position that applies to future periods and so
will not be recognized as an inflow of resources (revenue) until that time. The government has only
one type of item, which arises only under a modified accrual basis of accounting, that qualifies for
reporting in this category. Accordingly, the item, unavailable revenue, is reported only in the
governmental fund balance sheet. The governmental fund reports unavailable revenues from loans
receivable. These amounts are deferred and recognized as an inflow of resources in the period that
the amounts become available.

E. Cash and Cash Equivalents

For financial statement purposes, cash on hand, demand deposits, and all highly liquid investments
of three months or less are considered as cash equivalents. Agency monies must be deposited in
Federal Deposit Insurance Corporation (FDIC)-insured commercial banks or trust companies that
are designated as official depositories of the City. The Agency is authorized to use demand accounts
and certificates of deposit.

F. 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
estimates.

G. Equity Classifications

1. Government-wide Financial Statements

Equity is classified as net position and displayed in three components:

e Net investment in capital assets - Consists of capital assets, including restricted
capital assets, net of accumulated depreciation and reduced by the outstanding
balances of any bonds, mortgages, notes or other borrowings that are attributable
to the acquisition, construction, or improvement of those assets.

e Restricted - Consists of net resources with constraints placed on the use either by
1) external groups such as creditors, grantors, contributors, or laws or regulations
of other governments; or 2) law through constitutional provisions or enabling
legislation.

e Unrestricted - Consists of all other net resources that do not meet the definition of
“restricted” or “invested in capital assets, net of related debt.”
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ELMIRA URBAN RENEWAL AGENCY
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2013

2. Governmental Fund Financial Statements

The Agency follows Governmental Accounting Standards Board (GASB) Statement
Number 54, “Fund Balance Reporting and Governmental Fund Type Definitions.” GASB
Statement Number 54 classifies fund balance to reflect spending constraints on resources,
rather than availability for appropriation. This approach is intended to provide users more
consistent and understandable information about a fund’s net resources.

Constraints are broken into five classifications: nonspendable, restricted, committed,
assigned, and unassigned. These classifications serve to inform readers of the financial
statements of the extent to which the government is bound to honor any constraints on specific
purposes for which resources in a fund can be spent.

Nonspendable: Consists of assets inherently nonspendable in the current period either
because of their form or because they must be maintained intact; including prepaid
items, inventories, long-term portions of loans receivable, financial assets held for
resale, and endowment principal.

Restricted: Consists of amounts subject to legal purpose restrictions imposed by
creditors, grantors, contributors, or laws and regulations of other governments and
enforced externally; or through constitutional provisions or enabling legislation.

Committed: Consists of amounts subject to a purpose constraint imposed by formal
action of the government’s highest level of decision-making authority, the Board of
Commissioners, prior to the end of the fiscal year, which requires the same level of
formal action to remove said constraint.

Assigned: Consists of amounts subject to a purpose constraint representing an intended
use established by the government’s highest level of decision-making authority, or their
designated body or official. Assigned fund balance represents the residual amount of
fund balance.

Unassigned: The unassigned classification should only be used to report a deficit
balance resulting from overspending amounts restricted, committed, or assigned for
specific purposes.

H. Restricted Resources

When an expense is incurred for purposes for which both restricted and unrestricted net assets
are available, it is the Agency’s policy to apply restricted funds before unrestricted funds, unless
otherwise prohibited by legal requirements.

Certain assets are classified on the balance sheet as restricted because their use is limited.
The proceeds of bond and note sales can only be used for the stated purpose of the borrowing.
Community Development Block Grant Funds must be used only for approved programs.
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ELMIRA URBAN RENEWAL AGENCY
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2013

Note 2 - Detail Notes

A. Cash and Cash Equivalents

The Agency's investment policies are governed by State statutes. In addition, the Agency follows
the City's own written investment policy. Agency monies must be deposited in Federal Deposit
Insurance Corporation (FDIC) insured commercial banks or trust companies located within the State
that are designated as official depositories of the City. The Agency is authorized to use demand
accounts and certificates of deposit. Permissible investments include obligations of the United States
Treasury, United States Agencies where payment of principal and interest are guaranteed by the
United States, repurchase agreements, and obligations of New York State or its localities.

Collateral is required for demand deposits and certificates of deposit. Deposits must be fully
secured by insurance of the FDIC or by obligations pledged as collateral which must be obligations of
the United States and its agencies, or obligations of the State or its municipalities. Collateral must be
delivered to the Agency or a custodial bank with which the Agency has entered into a written custodial
agreement. The agreement outlines the basic responsibilities of the bank for securities pledged to
secure time deposits. The custodial agreement provides collateral securities are held separate from
the assets of the custodial bank; the custodian takes possession of the securities exclusively for the
Agency; the securities are free of any claims against the trading bank; and any claims of the custodian
are subordinate to the claims of the local government.

The written investment policy requires that repurchase agreements be purchased from banks
located within the State and that underlying securities must be obligations of the Federal government.
Underlying securities must have a market value of at least 100% of the cost of the repurchase
agreement.

Deposits and investments are valued at cost plus accrued interest.

The Agency's total financial institution (bank) balances at December 31, 2013, were $288,110, with
a carrying value of $288,110. Deposits at year end were entirely covered by federal deposit insurance
or collateralized with securities held by the pledging financial institution's trust department or agent in
the Agency's name.

B. Receivables

Other Receivabes
Other receivables at December 31, 2013 are as follows:

Riverside Suites Project $ 227,914
Other accounts receivable 1,000
Total other receivables 228,914
Less: Allowance for doubtful accounts (227,914)
Total Other Receivables, Net $ 1,000

As of December 31, 2012, a deferral of $227,914 related to the Riverside Suites Project receivable
was reclassified to allowance for doubtful accounts because Riverside Suites failed to pay scheduled
principal payments in July 2012 and April 2013.

Loans Receivable
Loans receivable of $14,366 consists of a program loan which includes principal and accrued
interest receivable. No allowance is recorded as management believes the loan to be fully collectible.
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ELMIRA URBAN RENEWAL AGENCY
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2013

C. Liabilities

1.

2.

Short-term Debt

Liabilities for Bond Anticipation Notes (BANs) are generally issued to fund various
improvements. Principal payments on BANs must be made annually.

The notes or renewal thereof may not extend more than two years beyond the original date of
issue unless a portion is redeemed within two years and within each 12 month period thereafter.
State law requires BANs issued for capital purposes be converted to long-term obligations within
five years after the original issue date. However, BANs issued for assessable improvement
projects may be renewed for periods equivalent to the maximum life of the permanent financing,
provided stipulated annual reductions of principal are made. No BANs were issued or redeemed
during the year.

Long-term Debt
a. [Installment Bonds Debt
The Agency borrows money in order to carry out various projects or improvements. This
enables the cost of these projects or improvements to be borne by the present and future
taxpayers receiving the benefit of the projects or improvements.
b. Changes in Long-term Debt
The following is a summary of changes in long-term debt for the year ended
December 31, 2013:
Amount
Payable at Payable at  Due Within
01/01/13 Additions Deletions 12/31/13 One Year
Installment Bond $ 410,000 $ -0- $ 100,000 $ 310,000 $ 100,000
Total $ 410,000 $ -0- $ 100,000 $ 310,000 $ 100,000
c. Summary of Installment Bonds
As of December 31, 2013, Installment Bonds, including issue and maturity dates and
interest rates, consisted of the following:
Date of Final Interest Payable to
Description of Issue Issue Maturity Rate Maturity
2011 Statutory Installment Bond 05/2011 09/2016 3.250% $ 310,000
Total Serial Bonds $ 310,000
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ELMIRA URBAN RENEWAL AGENCY
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2013

d. Future Debt Service Requirements

The following table summarizes the Agency's future debt service requirements as of
December 31, 2013:

Installment Bond

Year Principal Interest
2014 $ 100,000 $ 10,075
2015 105,000 6,825
2016 105,000 3,412
Total $ 310,000 $ 20,312

Interest expense on long-term debt is calculated as follows:

Interest paid $ 13,325

Less interest accrued at December 31, 2012 (4,271)

Add interest accrued at December 31, 2013 3,230
Interest Expense $ 12,284

Summary of Significant Commitments and Contingencies

State and Federally Assisted Programs

The Agency receives many different state and federal grants to be used for specific purposes. These
grants are generally conditioned on compliance with certain statutory, regulatory, and/or contractual
requirements. The Agency makes every effort to comply with all applicable requirements. However,
because these grants are audited from time to time, it is possible the Agency will be required, upon audit, to
repay portions of the grant monies received and recorded as revenue in a prior year. Agency officials do
not anticipate material grant-in-aid disallowances, and no provision, therefore, is reflected in the basic
financial statements.

Restatement of Beginning Net Position

During the year, the Agency noted an error in reporting deferred revenue on the Statement of Net
Position in 2012. Revenue from loans receivable should have been recognized in the government-wide
financial statements in 2012. As a result, beginning net position on the Statement of Activities has been
restated by an increase of $29,313.
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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

Mayor and Members of the City Council
City of Elmira
Elmira, 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 the governmental activities and fund
information of Elmira Urban Renewal Agency (the Agency), a component unit of the City of EImira, New York, as
of and for the year ended December 31, 2013, and the related notes to the financial statements, which
collectively comprise the Agency’s basic financial statements, and have issued our report thereon dated
February 28, 2014.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the 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 the 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. 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.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Agency’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 results 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 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.

m/ @Mgv‘ oM/ W /Cénﬁma <r

February 28, 2014
Ithaca, New York
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