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To The Legislature of the
County of Sullivan, New York

The Comprehensive Annual Financial Report (“CAFR”) for the County of Sullivan,
New York (“County”) for the fiscal year ended December 31, 2010 is submitted
herewith. New York State requires the County to submit an annual report of our
financial records and transactions presented in conformity with generally accepted
accounting principles (‘GAAP”) and audited in accordance with generally accepted
auditing standards by a firm of licensed certified public accountants. This CAFR is
issued pursuant to that requirement.

This report consists of management's representations concerning the finances of
the County. Consequently, management assumes full responsibility for the
completeness and reliability of all of the information presented in this report. To
provide a reasonable basis for making these representations, the management of
the County has established a comprehensive internal control framework that is
designed to both protect the County’s assets from loss, theft, or misuse and to
compile sufficient, reliable information for the preparation of the County's financial
statements in conformity with GAAP. Because the cost of internal controls should
not outweigh their benefits, the County’'s comprehensive framework of internal
controls has been designed to provide reasonable, rather than absolute, assurance
that the financial statements will be free from material misstatement. Management
asserts that, to the best of our knowledge and belief, this financial report is complete
and reliable in all material respects.

The County’s basic financial statements have been audited by O'Connor Davies
Munns & Dobbins, LLP, a firm of licensed certified public accountants. The goal of
the independent audit was to provide reasonable assurance that the basic financial
statements of the County for the fiscal year ended December 31, 2010, are free of
material misstatement. The independent audit involved examining, on a test basis,
evidence supporting the amounts and disclosures in the basic financial statements;
assessing the accounting principles used and significant estimates made by
management; and evaluating the overall financial statement presentation. The
independent auditor concluded, based upon the audit, that there was a
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reasonable basis for rendering an unqualified opinion that the County's basic
financial statements for the fiscal year ended December 31, 2010, are fairly
presented in conformity with GAAP. The independent auditor's report is presented
as the first component of the financial section of this report. The financial section
also includes a narrative introduction, overview and analysis of the December 31,
2010 financial statements to accompany the basic financial statements in the form
of Management'’s Discussion and Analysis (‘MD&A"). The letter of transmittal was
designed to complement the MD&A and should be read in conjunction with it. The
County’s MD&A can be found immediately following the report of the independent
auditor.

The independent audit of the basic financial statements of the County was part of a
broader, federally mandated "Single Audit" designed to meet the special needs of
Federal grantor agencies. The standards governing Single Audit engagements
require the independent auditor to not only report on the fair presentation of the
basic financial statements, but also on the audited government's internal controls
and compliance with legal requirements, with special emphasis on internal controls
and legal requirements involving the administration of Federal awards. These
reports are available in the County's separately issued Single Audit Report.

GOVERNMENTAL STRUCTURE

The County operates under a Charter form of government, which allows the local
community to have greater control over certain governmental issues. The Charter
provides for a County Legislature form of government with nine members. Each
Legislator has one vote representing a separate legislative district. Districts were
determined by dividing the County on the basis of population. Each Legislator is
elected to a four year term. An appointed County Manager is the Chief Executive
Officer of the County. The County Treasurer is the Chief Fiscal Officer of the
County, and is elected for a four year term.

In accordance with the Laws of the State of New York, the County has formally
established budgetary accounting control for its operating funds. Budgetary control
is maintained at the department or function level by the encumbrance of estimated
purchase amounts before the release of purchase orders to vendors. Purchase
orders that result in an overrun of division balances are not released until additional
appropriations are made available through transfer from other accounts, either by
approval of budget modifications by the County Legislature or by administrative
transfer.

The charter mandates a review every 10 years, by a Charter Review Commission
appointed to research and assess issues affecting the effectiveness of the County’s
government. This entity submits recommendations for change to the County
Legislature and if the legislative body approves the recommendations, it adopts a
local law(s), some of which may be subject to a public referendum, presented to the
voters to accept or reject proposed changes to the County’s form of government.



GENERAL INFORMATION

Sullivan County, formerly a part of Ulster County, was created by a special act of
the New York State Legislature in 1809. The County’s geographic location and
economic history make it very unique in terms of its population trends and economic
transition. Located approximately 85 miles northwest of the New York City
Metropolitan Area, the County is experiencing steady growth as a result of the out-
migration of individuals from the New York Metropolitan Area, Orange and Ulster
counties, and an influx of second home owners. Much of this growth is driven by
lower median sale prices of homes compared to other neighboring counties in the
Hudson-Delaware Region (i.e. Orange, Putnam, Rockland), and the County’s
desirability as a place to live.

The year round population of the County has remained relatively stable for the last
five years with a slight drop in 2008 and 2009. The County’s growth rate exceeds
that of the State of New York. According to the US Census Bureau, between 2000
and 2010, the County experienced a 4.8% increase in population while New York
State exhibited a 2.1% growth. Although the County is fairly large in terms of area,
approximately 1,011 square miles, the average population density is 80 persons per
square mile. Indeed this number is higher in the County’s larger towns and villages,
which has implications for added infrastructure, water quality and attention to long-
term capital planning.

Itis important to note that the County’s population size is more than just year-round
residents: second home owners and seasonal populations have implications for
County development as well. The County’s Division of Planning and Economic
Development released a study of Second Home Owners in 2008 which stated that
the County has over 10,000 second home owners spending between two weeks to
four months a year here. In addition to homeowners, the County still has several
facilities that attract visitors for seasonal, weekly, or daily stays.

With the potential of gaming facilities, the County’s population growth rate over the
next ten years could range between a minimum of 12% to a maximum of 28%. This
increase depends on whether or not the Department of Interior approves the
construction of off-reservation gaming facilities, when these facilities are
constructed, and if they are built concurrently. There is also talk about a
Constitutional Convention to legalize state-regulated gaming.

The net effect of this development could yield a total year round population ranging
from 101,767 persons to 129,284 by the year 2020. These unique fluctuations and
nuances in population have significant benefits and implications for sales tax
revenues. For instance, given these trends, the tourism industry will be able to
capture over $4.5 million in County sales tax and employ more than 4,000 people
with an estimated payroll of over $50 million. While tourism remains an important
aspect of the economy of the County, the tourism industry has changed to attract
and accommodate the outdoor adventurer. The County has actively pursued a
comprehensive strategy to diversify the economic base. In addition, through natural
changes in the regional economy, Sullivan County has also experienced a gradual



metamorphosis in its economic base which the County seeks to preserve and build
on.

ECONOMIC CONDITION AND OUTLOOK

Historically, the economy of the County relied heavily on resort hotel based tourism.
With the decline in this industry, tourism has reinvented itself in the form of eco-
tourism activities, sightseeing, second homes, and arts and cultural industries
spearheaded by the opening of the Bethel Woods Performing Arts Center ("BPAC™)
located at the historic site of the 1969 Woodstock Music Festival on Hurd Road in
the Town of Bethel. On May 27, 2011, the BPAC commenced its sixth season of
concerts featuring a three day Phish event followed by an eclectic lineup of music all
summer long, including the New York Philharmonic, Tim McGraw, Janet Jackson
and Elton John.

The summer of 2011 marks another significant milestone for BPAC in that the
organization will feature the fourth year of a 40,000 square foot Museum and
Interpretive Center. The facility offers a permanent exhibition depicting the political,
social, and cultural transformation of the 1960s that led to the famous 1969 rock
festival that took place on that very site, and impacted the world. In its 2008
opening season, thousands of visitors enjoyed the Museum’s many attractions and
found that more than one visit was necessary in order to fully enjoy the experience.
This year, the Museum is featuring Spaced Out — the final frontier in album covers
and Strange, Kozmic Experience — the arts and artifacts of the icons who defined a
generation.

In 2009, the County signed a $20 million per year mitigation agreement with the
Seneca Nation, who are seeking congressional legislation that would enable them
to build and operate a Class Il gaming facility in the Town of Thompson. The
Seneca Nation, due to its existing compact with New York State, has the ability to
obtain the necessary property for gaming at a restricted fee by an act of Congress.
Furthermore, the new Concord Hotel has recently received special consideration
from the New York State Legislature and plans to re-commence construction of a
new hotel and future gaming facility as part of a $600 million rebuilding proposal.
The talk of Indian Gaming has heated up again and the former Governor had urged
President Obama'’s Administration to reverse previous determinations of the Bush
Administration, and allow three such gaming facilities to operate in the County. The
mitigation agreements alone would generate almost $60 million annually in
revenues to the County. These monies would surely be used for economic
development, infrastructure improvements, jail and landfill construction as well as
monies for school districts and other local governments. These new revenue
sources would certainly translate to better overall fiscal conditions, debt reduction,
better cash flow and an improved bond rating from any rating agency.

The Monticello Motor Club is now enjoying its fourth successful season featuring
fast, expensive sports cars and a state of the art 4.1 mile race track. Future plans
include developing an additional 400 acres, a five star hotel and conference center,
shops, a world-class karting facility and an off-road course. The motor club is also
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in discussions with a German assembler of aftermarket component parts for police
driver training.

In response to the steady population growth and the increase in development
throughout the area, Sullivan County in 2004 and 2005 created and adopted a
county wide strategic comprehensive plan known as Sullivan 2020. This resource
serves as a guide for the County and each of its 21 municipalities in determining
how to address and control future growth and development. Sullivan 2020 offers a
cohesive policy framework to preserve the area’s farmland and open space and
diversify the County’s economic base through shovel-ready site development and
enhance the arts, culture and ecotourism industry. In the fall of 2009, a charrette
was held at Bethel Woods Center for the Arts to update the 2020 plan.

In 2010, to promote small business growth, the Sullivan County Industrial
Development Agency offered a Rural Business Enterprise Grant to the Catskill
Distilling Company. The Distillery, located in Bethel, offers tours, a tasting room,
and event and conference space. In addition, the company has opened the
Dancing Cat Saloon which offers a variety of entertainment featuring live local music
and a large grill menu. It was voted one of 2010’s Best Small Music Venues of the
Year in the Times Herald Record.

With the decline of the resort hotel industry, the County’s economic base has grown
toward the non-profit and government service industries. Within the non-profit
sector, the Center for Discovery and Catskill Regional Medical Center have been
two of the County’s larger employers. The former industry is a world class facility
and practice focused on the delivery of educational and support services for
developmentally disabled adults and children. The latter is a regional hospital and
medical facility emphasizing a Planetree model of patient care. The hospital is
currently constructing an expansive addition to its Emergency Room. In June 2004,
Crystal Run Health Care, a major medical service facility focusing on quality primary
care, arrived at the Emerald Corporate Center.

The Emerald Corporate Center is one of several shovel-ready parks within the
County in various stages of development. Liberty Light Industry/Agricuitural Park,
Glen Wild Industrial Park, Liberty Business Park and the Sullivan County
Community College Green Tech Park have been designed to accommodate
differing business needs.

Although agriculture comprises less than 2% of the County’s employment, this
sector yields a significant economic impact in cash receipts. This impactis a major
multiplier in supporting equipment sales and services, as well as professional
service in the County that includes veterinary clinics.

The County is now playing a pro-active role in promoting new agricultural ventures
and retention of farmland. A meat processing facility is still being developed at the
Liberty Light Industry/Agricultural Park, and the County's agriculture districts are
being expanded and redefined. Open space is being preserved by the acquisition
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of conservation easements, and a new farming educational center is being planned
with the help of the Northeast Organic Farmers Association and other groups.

The County remains in the New York State Empire Zone program to assist with the
development of retail businesses and shovel-ready sites for business attraction.
The Sullivan County Partnership for Economic Development has intensified its
business relocation and outreach efforts, and the incentives of the Empire Zone
have been an important tool to attract new companies to Sullivan County. The
Liberty Light Industrial/Agricultural Park will host the regional state of the art meat
packing plant and have additional sites available for agricultural specialty
businesses.

The Sullivan County Community College seeks to build on the County’s green
environment by offering a business park campus to enhance the academic
programs at the college and academic programs in environmental engineering and
design, and providing a shovel-ready site for green technology businesses with an
emphasis in the construction of high performance buildings and the distribution of
high performance materials. Equal emphasis has been placed on promoting and
utilizing green initiatives as a form of economic development. In addition, the green
technology park will accommodate alternative energy assembly and component
parts businesses along with the construction of a $15 million Center for Advanced
Sciences and Technology (“CAST") building. Half of the construction cost of the
CAST building is being under-written by the Sullivan County Legislature and the
other half is being funded by the State University of New York. This facility will
house an environmental science program and it will also function as a service
learning conduit for businesses in the green technology park. The erection of a
state of the art wind turbine commenced in June 2009.

The Sullivan County Legislature has taken a proactive role in the controversial issue
of natural gas drilling in the Marcellus shale by creating the Sullivan County Gas
Drilling Task Force. The task force was created to address countywide issues and
the impact of natural gas development in the Marcellus shale. The process of
extracting the natural gas from the Marcellus shale is called “slick-water fracking”
which involves injecting chemicals, fluid and sand into a rock formation to open
fractures to release the gas. Although the Legislature acknowledges the potential
positive economic impact of gas drilling, they are increasingly concerned with the
environmental and cumulative impact it will have on the County.

MAJOR INITIATIVES AND THE FUTURE

The prediction for the County’s future is steady, planned growth. Through the
establishment of a County-wide strategic plan, known as Sullivan 2020, there exists
solid support for a diversified economic base that fits the County’s location within
the Hudson-Delaware Region. The economic diversification promotes business
clusters that include health care, food processing and agricultural technology,
building trade and green technology, ecotourism, arts and culture, light assembly
and light manufacturing.
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Construction of the $15 million CAST in the Green Technology Park to house
an environmental science program and function as a service learning conduit
for businesses located at the park.

Planning and development of the Green Technology Park on 50 acres at
SCCC - Site preparation and engineering is expected to be underwritten by
a grant from the U.S. Economic Development Administration through the
U.S. Department of Commerce.

Continued expansion of the Neversink Construction Corporation (“NCC") —
This is a high end metal and glass fabrication company located at the
Sullivan County industrial park in the Town of Bethel, which has expanded
production. NCC manufactures metal and glass facades for entities such as
the Metropolitan Transit Authority in NYS and other major New York/New
Jersey facilities.

Several town planning boards have numerous proposed projects actively
being reviewed, including new subdivisions and new recreational facilities.

The County entered into an agreement with the Sullivan Alliance for
Sustainable Development which will be responsible for future green
technology for all County buildings and projects.

Continued commitment to develop in the County by Yukiguni Maitake
Manufacturing Corporation of America (“YMMCA") — Having closed out its
final public hearing relative to its original site plan application, YMMCA has
revised its site plan by scaling down the first phase of the project from
932,000 square feet to approximately 600,000 square feet of the mushroom
growing, processing and distribution facility. The new plan, combined with
new technology will be more environmentally friendly and will use only half as
much water as previously planned.

The expansion of the Ideal Snacks Manufacturing Company — A producer of
soy-based snacks, Ideal has undergone several expansions at their
headquarters in Liberty. With large clients such as Frito Lay and Quaker
Oats, Ideal has made Sullivan County home, adding employees as needed,
expansion capital, and production capacity, making it the first in our growing
food processing cluster. Ideal is a prime example of taking an existing
vacant site and, through adaptive reuse, creating an entire industry trend.

New development at the Sullivan County International Airport — Arcadia
Aviation, a New York City-based firm, is planning to build a $4 million hangar
and office complex on 3.25 acres north of the terminal at the Sullivan County
International Airport. Approximately 20,579 square feet will be devoted to
one “pod”, which will house five to six corporate and private jets and another
3,000 square feet will encompass offices. Total build out of this project will
include at least 10 jobs with $60,000 average salaries and $22 million of
investment.



» Approval and site preparation for the Liberty Light Industry/Agricultural Park —
This park will play a critical role in supporting local agricultural operations. In
particular, the park will host a state of the art processing facility to serve
farming industries throughout the southern tier of New York State and
northeastern Pennsylvania. In addition, this park will include shovel-ready
sites to host other agribusinesses and food distribution centers to serve the
region and the nation.

« Drilling for natural gas in the Marcellus shale is currently on hold. The New
York State Department of Environmental Conservation is developing
regulations on natural gas drilling in the Marcellus shale which should be
concluded this fall. Natural gas drilling could prove to be extremely lucrative
for the County, but along with that comes many environmental and
geological concerns.

* The Catskill Regional Medical Center broke ground on an expansion project
that will more than double their emergency room space. Currently at 7,500
square feet the new addition when finished will be 17,500 square feet
including 7 new bays, a pediatric bay and four fast-track bays for minor
injuries. The $6 million dollar addition to the emergency room should be
completed in the summer of 2011.

* In late 2010, negotiations began for the sale of the empty Apollo Mall
property in Monticello. It was later purchased by the developer, Chancellor
Livingston, for redevelopment. Currently, retailers T.J. Maxx and Kohls have
shown interest in the space. Other retailers, such as Target, Price Chopper,
PetSmart, Sports Authority, Dick's Sporting Goods, Lowe's and AMC
Theaters also plan to visit the site. Redevelopment of this building will help
to keep sales tax in the County, as well as attract new consumers from the
surrounding counties.

e In December of 2010, the Sullivan County Economic Development
Corporation (‘EDC") launched new initiatives to stimulate economic growth
within the County. Among the initiatives is a relaunched County Revolving
Loan fund of $525,000 to assist small businesses. Applications are currently
being accepted and reviewed by the EDC.

» The Town of Thompson is currently in the planning stages with Cambridge
Pavers, Inc. to develop a site within the town limits. The 95,000 square foot
site could employ more than 50 employees using resources purchased
within the County.

In summary, the County remains well prepared for population growth, both
anticipated and actual, together with proactive steps to diversify the County's
economic base.



FINANCIAL POLICIES

Over the last few years the County has implemented or modified several policies,
including capital planning, strategic planning, performance budgeting and the
delinquent tax instaliment program.

The Capital planning program requires the preparation of a plan listing proposed
capital projects to be undertaken during the succeeding six-year period. The plan
includes a description of the project, total cost, method of financing, along with other
pertinent information. '

The Strategic plan is similar to Capital planning in that it outlines, in order of priority,
the programs and fiscal priorities set by and for each department for the succeeding
two years. In both programs, the Legislature has the authority to adopt and amend
the plans as needed. These plans provide information necessary to prioritize
departmental goals and prepare the County budget.

Performance based budgeting helps to assess whether existing programs, or those
implemented from the strategic plan, are cost effective. During 2009, information on
programs and accomplishments was collected for inclusion in the 2010 Budget,
providing a base line of performance measures.

The County continues to offer an installment payment option to delinquent
taxpayers. The program allows all property owners to enter into agreements which,
after an initial down payment, converts the delinquent tax balance into 24 equal
monthly payments and stays tax foreclosure proceedings. During the contract term,
the property owner is required to pay any subsequent taxes when due in addition to
the installment payments. Failure to do so results in a default of the agreement,
forfeiture of payments made and eventual tax foreclosure.

AWARDS

The Government Finance Officers Association of the United States and Canada
(‘GFOA”) awarded a Certificate of Achievement for Excellence in Financial
Reporting to the County for its Comprehensive Annual Financial Report for the fiscal
year ended December 31, 2009.

In order to award a Certificate of Excellence, a governmental unit must publish an
easily readable and efficiently organized CAFR, the contents of which conform to
program standards. Such reports must satisfy both generally accepted accounting
principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our
current report continues to conform to the Certificate of Achievement program
requirements, and we are submitting it to the GFOA to determine its eligibility for
another certificate.
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CONCLUSION

The County, in anticipation of future expenditures, has a designated fund balance
for landfill construction/closure cost. The total is in excess of $12.9 million. The
undesignated, unreserved and unappropriated fund balance for 2010 is $6.2 million.

In the County’'s 2011 budget, we have continued to project our revenues at
reasonable levels. The County’s financial outlook continues to be optimistic,
however, in the present economy we are carefully monitoring expenditures and
capital commitments in light of revenues that are holding their own. We wiill
continue to monitor as well as cut expenditures in the future as necessary, pending
an upswing in the economy locally, statewide and nationally.
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O’Connor Davies Munns & Dobbins, llp

ACCOUNTANTS AND CONSULTANTS

INDEPENDENT AUDITORS' REPORT

To the Honorable Legislature of the
County of Sullivan, New York:

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund and the aggregate
remaining fund information of the County of Sullivan, New York (“County”) as of and for the year ended
December 31, 2010, which collectively comprise the County’s basic financial statements as listed in the
table of contents. These financial statements are the responsibility of the County's management. Our
responsibility is to express opinions on these basic financial statements based on our audit. We did not
audit the financial statements of the Sullivan County Industrial Development Agency (a component unit)
and the Emerald Corporate Center Economic Development Corporation (a component unit) for the year
ended December 31, 2010, and the Sullivan County Community College (a component unit) for the year
ended August 31, 2010, which represent 98.6%, 97.0% and 97.2% respectively, of the assets, net assets
and revenues of the component units. Those financial statements were audited by other auditors whose
reports thereon have been furnished to us, and our opinions, insofar as it relates to amounts included for
such component units, are based on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the County's internal control over financial reporting. Accordingly, we
express no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the basic financial statements, assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit and the reports of the other auditors provide a reasonable basis for
our opinions.

In our opinion, based on our audit and the reports of the other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental activities,
the business-type activities, the aggregate discretely presented component units, each major fund and the
aggregate remaining fund information of the County as of December 31, 2010 and the respective changes
in financial position and cash flows, where applicable, thereof, and the respective budgetary comparison for
the General, County Road and Refuse and Garbage funds for the year then ended in conformity with
accounting principles generally accepted in the United States of America.
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In accordance with Government Auditing Standards, we have also issued our report dated June 17, 2011
on our consideration of the County’s internal control over financial reporting and 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 audit.

Accounting principles generally accepted in the United States of America require that the Management's
Discussion and Analysis and the Schedule of Funding Progress - Other Post Employment Benefits 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 and the other auditors 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.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the County’s basic financial statements as a whole. The combining and individual fund financial
statements and schedules are presented for purposes of additional analysis and are not a required part of
the financial statements. The combining and individual fund financial statements and schedules are the
responsibility of management and were derived from and relate directly to the underlying accounting and
other records used to prepare the financial statements. The information has been subjected to the auditing
procedures applied by us and the other auditors 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, based on our audit and the report of other auditors, the
information is fairly stated in all material respects in relation to the financial statements as a whole. The
introductory and statistical sections have not been subjected to the auditing procedures applied by us and
the other auditors in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on them.

Ol orampr Dayseo 7&(/)%0 g boébm/ ALP

O'Connor Davies Munns & Dobbins, LLP
June 17, 2011



County of Sullivan, New York
Management’s Discussion and Analysis
December 31, 2010

Introduction

As management of the County of Sullivan, New York (“County”), we offer readers of the
County's financial statements this narrative overview and analysis of the financial activities
of the County for the fiscal year ended December 31, 2010. We encourage readers to
consider the information presented here in conjunction with additional information that we
have furnished in our letter of transmittal.

Financial Highlights for Fiscal Year 2010

Key financial highlights for fiscal year 2010 are as follows:

» The net assets (assets minus liabilities) of the primary government for fiscal year 2010
were $42,239,055. Of this amount, $58,477,441 represents governmental net assets
while a deficit of $16,238,386 is reported for business-type net assets.

» The General Fund reported an ending fund balance of $24,462,051, which represents
an increase of $4,608,041 from fiscal year 2009. The undesignated fund balance was
$6,208,194, which represents an increase of $1,977,069 from fiscal year 2009. The
County Road and Road Machinery funds undesignated fund balances decreased by
$725,351 and $478,796, respectively. The decrease is attributable to appropriating
fund balance for the subsequent fiscal year in County Road of $1,400,877 and Road
Machinery of $617,689. The Capital Projects Fund reported an ending fund deficit of
$5,130,546, a reduction in the deficit of $440,854 from fiscal year 2009. The Adult Care
Center, an enterprise fund, experienced a reduction in net assets in excess of $5
million, due to the recording of additional liabilities associated with other post
employment benefits as required in accordance with Governmental Accounting
Standards Board (“GASB") Statement No. 45, a retirement incentive ($1.3 million
combined) and the loss of the intergovernmental transfer (“IGT”) funds ($4 million). The
status of future IGT payments is unknown at this time.

» The primary government’s total outstanding bonds payable for December 31, 2010 were
$75,085,000, inclusive of $14,090,000 of tobacco asset securitization bonds. The
County issued $17,185,000 of new bonded indebtedness in 2010 through the Municipal
Bond Bank Agency and refinanced $4,955,000 of existing debt through the New York
State Environmental Facilities Corporation.

* In 2010, the County removed all activity associated with waste disposal from the
General Fund and created a special revenue fund, the Refuse and Garbage Fund.



Overview of the Financial Statements

The County's financial statements are comprised of the Management's Discussion and
Analysis (“MD&A") and the basic financial statements. This discussion and analysis serves
as an introduction to the basic financial statements. The MD&A provides analysis and
overview of the County's financial activities. The basic financial statements include three
components: 1) government-wide financial statements, 2) fund financial statements and 3)
notes to financial statements. This report also contains combining and individual fund
financial statements and schedules, in addition to the basic financial statements, along with
statistical tables.

Government-Wide Financial Statements

The government-wide financial statements are presented in a manner similar to private-
sector business financial statements. The statements are prepared using the economic
resources measurement focus and the accrual basis of accounting. The government-wide
financial statements include two statements: a Statement of Net Assets and a Statement of
Activities. Fiduciary activities, whose resources are not available to finance County
programs, are excluded from these statements.

The Statement of Net Assets presents information on all of the County's assets and
liabilities, with the difference reported as net assets. Over time, increases or decreases in
net assets may serve as a useful indicator as to whether the financial position of the County
is improving or deteriorating.

The Statement of Activities presents information showing the change in the County's net
assets during the current fiscal year. All revenues and expenses are reported in this
statement, regardless of the timing of related cash flows. The focus of this statement is on
the net cost of providing various activities to the citizens of the County.

Both of the above statements have separate sections for the two different types of
activities. These two types of activities are:

Governmental Activities - The activities reflected in this section are general government
support, education, public safety, health, transportation, economic opportunity and
development, culture and recreation, home and community services and interest. These
activities are mostly supported by taxes, charges for services and operating grants and
contributions.

Business-type Activities - These activities consist of the Adult Care Center, a skilled
nursing facility and the Sullivan Tobacco Asset Securitization Corporation. These activities
are intended to recover their costs of operation, including depreciation, primarily through
user charges and/or tobacco settlement revenues from participating manufacturers of
cigarettes.

The government-wide financial statements include not only the County itself (the primary
government), but also the Sullivan County Community College, the Sullivan County
Industrial Development Agency, the Sullivan County Soil and Water Conservation District,
and the Emerald Corporate Center Economic Development Corporation, for which the
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County is financially accountable. Financial information for these component units are
reported separately from the financial information presented for the primary government.

The government-wide financial statements can be found immediately following this
discussion and analysis.

Fund Financial Statements

A fund is an entity with a separate set of self-balancing accounts that comprise its assets,
liabilities, fund balances, revenues, and expenditures or expenses, as appropriate.
Government resources are allocated to and accounted for in individual funds based upon
the purpose for which they are to be spent and the means by which spending activities are
controlled. The County divides its funds into three categories: governmental funds,
proprietary funds, and fiduciary funds.

Governmental funds - Most of the basic services provided by the County are financed and
accounted for through governmental funds. Governmental fund financial statements focus
on current inflows and outflows of spendable resources, as well as the available balances
of these resources at the end of the fiscal year. This information is useful in determining
the County's financing requirements for the subsequent fiscal period. Governmental funds
use the flow of current financial resources measurement focus and the modified accrual
basis of accounting.

Since the focus of governmental funds is for the current period, it is useful to compare this
information to the data presented in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the County's current financing
decisions. Both the governmental fund balance sheet and the governmental fund statement
of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

The County has seven individual governmental funds: General, County Road, Refuse and
Garbage, Capital Projects, Road Machinery, Community Development and Debt Service
funds. Of these, the General, County Road, Refuse and Garbage and Capital Projects
funds are reported as major funds, and are presented in separate columns on the
Statement of Revenues, Expenditures and Changes in Fund Balances. Data for the other
three governmental funds are combined into a single, aggregated column on these
statements. Individual fund data for these non-major funds can be found on the combining
statements elsewhere in this report.

The County adopts an annual appropriated budget for its General Fund, all Special
Revenue Funds (except the Community Development Fund) and the Debt Service Fund. A
budgetary comparison statement has been provided for the General, County Road and
Refused and Garbage funds (major funds) to demonstrate compliance with the budgets.

The governmental fund financial statements can be found in the basic financial statements
section of this report.



Proprietary Funds - These funds are used to show activities that operate similar to private
business enterprises. Since these funds charge fees for services provided, they are known
as proprietary funds. Proprietary fund financial statements use the economic resources
measurement focus and the accrual basis of accounting, like the government-wide financial
statements.

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide
information for the Adult Care Center and the Sullivan Tobacco Asset Securitization
Corporation (enterprise funds). In addition, the internal service fund (for workers’
compensation benefits) is presented in the proprietary fund financial statements.

The proprietary fund financial statements can be found in the basic financial statement
section of this report.

Fiduciary funds - These funds are used to account for resources held for the benefit of
parties outside of the County. Fiduciary funds are not reflected in the government-wide
financial statements, because the assets of these funds are not available to support the
activities of the County.

The financial statements for the fiduciary funds can be found in the basic financial
statement section of this report.

Component Units - As discussed above, component units are legally separate entities for
which the County is financially accountable. The component units addressed above are
reported in the aggregate in the government-wide financial statements. The combining
statements can be found in the basic financial statements section of this report.

Notes to Financial Statements

The notes to financial statements provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.
The notes to financial statements are located following the basic financial statements
section of this report.

Other Information
Additional statements and schedules can be found immediately following the notes to
financial statements. These include the combining statements for the nonmajor
governmental funds, schedules of budget to actual comparisons, and the statistical tables.
Government-Wide Financial Analysis
As noted earlier, net assets may serve over time as a usefu! indicator of the County's

financial position. In the case of the County, assets exceeded liabilities by $42,239,055 for
fiscal year 2010.



The following table reflects the condensed Statement of Net Assets:

Governmental Business-type

Activities Activities Total
2010 2009 2010 2009 2010 2009

Currentand Other Assets $ 113,646,238 $ 101,534 307 $ 2,882,415 3 6,783,860 $ 116,628,653 $ 108,318,267
Capital Assets 143,588,217 127,601,639 1,927,573 2,174,441 145,515,790 129,776,080
Total Assets 257,234 455 229,135 946 4,809,988 8,958,401 262,044 443 238,094,347
Curment Liabilities 72,819,292 65,066,595 946,720 1,073,093 73,766,012 66,139,688
Long-term Liabilities 125,937,722 106,171,707 20,101,654 19,218,273 146,039,376 125,389,980

Total Liabilities 198,757 014 171,238,302 21,048,374 20,291,366 219,805,388 191,529,668
Net Assets:
Invested in capital assets,

net of related debt 70,516,266 69,015,657 1,883,587 2,124,380 72,399,853 71,140,037
Restricted 8,617,769 8,500,676 - - 8,517,769 8,500,676
Unrestricted (20,556 ,594) (19,618,889) (18,121,973) (13/457,345) (38,678,567) (33,076,234)

Total Net Assets $ 58477441 $ 57,897444 § (16,238,386) $ (11,332,965 $ 42.239,055 $ 46,564,479

The largest component of the County's net assets is Invested in Capital Assets, net of
related debt, (e.g., land, buildings and improvements, machinery and equipment,
infrastructure and construction-in-progress), which reflects its investment in capital assets,
less any related debt used to acquire those assets that are still outstanding. The County
uses these assets to provide services to its citizens and consequently, these assets are not
available for future spending. Although the County’s investment in its capital assets is
reported net of related debt, it should be noted that the resources needed to repay this debt
must be provided from other sources, since the capital assets themselves cannot be used
to liquidate these liabilities.

The next largest component of the County’s net assets is restricted net assets of
$8,5617,769. This represents resources that are subject to external restrictions on how they
may be used. The restrictions are as follows:

Capital Projects $ 6,200,880
Law Enforcement 99,064
Stop DWI Program 303,783
Debt Service 431,505
Workers’ Compensation Benefits 805,711
Community Development 676,826

The remaining portion of net assets, unrestricted net assets, is a negative $38,678,567,
with a deficit of $20,556,594 reported in governmental activities and $18,121,973 reported
in business-type activities. This deficit does not mean that the County does not have
resources available to meet its obligations in the ensuing year. Rather, it is the result of
having long-term commitments, including retirement incentives ($2,140,461), claims
payable ($5,066,525), compensated absences ($4,050,302), and landfill closure costs
($15,162,764) that are greater than currently available resources. Additionally, beginning in
2007, the County adopted GASB Statement No. 45, Accounting and Financial Reporting by
Employers for Postemployment Benefits Other than Pensions (‘OPEB”). This statement
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requires municipalities to begin recognizing an actuarial determined liability for benefits
provided to retirees. The liability will be amortized into the County'’s entity-wide operations
over a period of 30 years. The liability reflected in 2010 for the primary government was
$43,964,082. Additional information on all of these long-term liabilities can be found in Note
3, K in the notes to financial statements.

The following table reflects the Statement of Activities:

Governmental Business-type
Aclivites Aclivities Total
210 2009 2010 2009 2010 2009
Program Revenues:
Charges for Sevices 26,787,566 $ 23931341 $ 10977303  § 11,090,401 37,764,869 $ 35,021,742
Openating Grants and

Contributions 45,364,696 45,604 484 1,106,106 1,373,566 46,470,802 46,978,050
Capital Grants and

Contributions 2,471,353 2,026,614 2,471,353 2,026,614

General Revenues:;
Real Property Taxes 48,690,132 46,790,101 48,690,132 46,790,101
Other Tax Items 6,633,477 6,318,080 6,633,477 6,318,080
Non-Property Taxes 35,304,348 35,766,177 35,304,348 35,766,177
Urvestricted Use of -

Money and Property 112,113 158,195 68,968 112,476 181,081 270,671
Intergoverrmental charge - - - 6,192,294 - 6,192,294
Ms cellaneous 237,810 272,608 31,008 16,093 268,818 288,701

Total Revenues 165,601,495 160,867,600 12,183,385 18,784,830 177,784,880 179,662,430

Program Expenses:
General Government Support 20,573,018 17,432,319 20,573,018 17,432,319
Education 6,011,024 6,771,949 6,011,024 6,771,949
Public Safety 24,460,208 23,927 441 24,460,208 23,927 441
Health 23,818,137 23,906,533 23,818,137 23,906,533
Transpoitation 21,447,683 18,423,675 21,447,683 18,423 675
Economic Opportunity
and Development 56,207,703 59,353,745 - 56,207,703 59,353,745
Cuture and Recreation 3,038,366 3,088,411 3,038,366 3,088,411
Home and Community
Services 7,114,794 9,470,621 7,114,794 9,470,621
Interest 2,350,765 2,334,358 - - 2,350,765 2,334,358
Adult Care Center - 16,228,151 17,212,907 16,228,151 17,212,907
Sullivan Tobacco Asset
Securtization Corporation 860,655 882,094 860,655 882,994
Total Expenses 165,021,698 164,709,052 17,088,806 18,095,901 182,110,504 182,804,953
Change in Net Assets 579,797 (3,841,452 (4,905,421) 688,929 (4,325,624) (3,152,523)
Net Assels -
Beginning of Year 57,897 644 61,739,096 {11,332,965) (12,021,894) 46,564 679 49,717,202
Net Assets - End of Year 58,477 441 $ 57897644 $ (16238386) $ (11,332,965 42,239,055 $ 46,564,679

Governmental activities - Governmental activities increased the County’s net assets by
$579,797. The total County governmental activities revenues were $165,601,495 for the
year ended December 31, 2010, an increase of $4,733,895 over the prior year. Real
property taxes comprised 29.4% while non-property taxes (i.e. sales taxes) comprised
21.3% and operating grants and contributions (primarily state and federal aid) provided an
additional 27.4% of the overall revenue stream. Governmental activities expenses of the
County for the year ended December 31, 2010 totaled $165,021,698, an increase of
$312,646 over the prior year. Economic opportunity and development expenses (for social
services type programs) accounted for the largest portion ($56,207,703 or 34%), followed
by public safety ($24,460,208 or 14.8%) and health spending ($23,818,137 or 14.4%).



The major changes are as follows:
Revenues:

e Real property and other tax items increased by $2,215,428 due to an increase in the
real property tax levy and adjustments to deferred tax revenue, taking into account a
new methodology in recognizing installment tax payment arrangements.

e Charges for Service increased $2,856,225, in large part due to a new refuse and
garbage user fee.

Expenses:

e General Government Support ($3,140,699), Public Safety ($532,767), and
Transportation ($3,024,008) expenses increased primarily due to asset depreciation
and the accrual of the increase in the liability for OPEB, in accordance with GASB
Statement No. 45.

« Economic Opportunity and Development decreased by $3,146,042, due to the lack of
intergovernmental transfer expense in 2010. Conversely, the Adult Care Center
recognized less revenue as well.

e Home and Community Services decreased by $2,355,827 in part due to a reduction in
the liability for landfill post closure costs based upon updated estimates.

Business-type activities - Business-type activities decreased the County's net assets by
$4,905,421. The key elements of the change were the Adult Care Center's decrease in
revenues from intergovernmental monies of $6,192,294, a decrease of departmental
income of $113,098 and the ongoing requirements of GASB Statement No.45 in recording
their post employment benefit obligations, resulting in a total liability in excess of $5.1
million. The Sullivan Tobacco Asset Securitization Corporation’s net assets continue to
increase; the 2010 gain was $266,942 as the outstanding bonded obligation continues to
be liquidated.

Financial Analysis of the Government's Funds

As noted earlier, the County uses fund accounting to ensure and demonstrate compliance
with finance-related legal requirements.

Governmental funds - The focus of the County's governmental funds is to provide
information on near-term inflows, outflows, and balances of spendable resources. Such
information is useful in assessing the County's financing requirements. In particular,
unreserved fund balance may serve as a useful measure of a government's net resources
available for spending at the end of the fiscal year.



At of the end of the current fiscal year, the County’s governmental funds reported combined
fund balances of $23,374,912, an increase of $6,199,914 in comparison with the prior year.
Of the total combined fund balance, $21,233,402 constitutes unreserved fund balance. The
unreserved fund balance includes designated fund balance for landfill construction and
closure ($12,986,884), which resides in the General Fund as well as amounts designated
for use in the 2011 budget ($4,102,174 in the General Fund, $1,400,877 in the County
Road Fund, $326,607 in the Refuse and Garbage Fund and $617,689 in the Road
Machinery Fund, for a total of $6,447,347). The remainder of the fund balance is reserved
($2,141,510) to indicate that it is not available for new spending because it has already
been committed to: 1) liquidate contracts and purchase orders of the prior period
($632,158), 2) a reserve for long-term receivables ($675,000), 3) a reserve for debt service
($431,505) and 4) a variety of other restricted purposes ($402,847).

The General Fund is the primary operating fund of the County. At the end of the current
fiscal year, unreserved undesignated fund balance of the General Fund was $6,208,194,
representing 25.4% of the total General Fund balance of $24,462,051. The unreserved
undesignated fund balance has increased from the previous year's amount of $4,231,125.
Two useful measures of liquidity are the percentage of unreserved and undesignated fund
balance to total expenditures, and total fund balance to total expenditures. At the end of the
current fiscal year, the General Fund showed a modest 4.13% unreserved and
undesignated fund balance to total expenditures and other financing uses (compared to
2.69% in the prior year), while total fund balance represents 16.26% of that same
amount(compared to 12.62% in the prior year).

When the fiscal year 2010 General Fund budget was adopted, it anticipated the use of
$639,772 of fund balance (from contract and purchase order commitments to be liquidated
from the previous year). However, actual results of operations led to a $4,608,041 increase
in the total fund balance. Revenues and other financing sources were $155,038,670, which
was $1,357,715 more than the original budget and $685,551 more than the final budget.
Expenditures and other financing uses were $150,430,629, which was $3,895,621 less
than the original budget and $3,384,352 less than the final budget. Major changes in
specific revenues and expenditures in comparison to the prior year were as follows:

* Real property tax revenues increased from $42,132,012 to $49,825,309 ($7,693,297
or 18.3%), reflecting the budgeted property tax increase and adjustments to deferred
revenues and uncollectable amounts to factor in installment tax agreements.

e Departmental income decreased from $26,212,024 to $21,735,910 ($4,476,114 or
17%), primarily due to the transfer of refuse and garbage revenues to a Special
Revenue fund.

o State and Federal Aid decreased from $37,885,716 to $36,966,193 ($919,523 or
2.4%), due to the withholding of 1.1% of FMAP funds and decreases in various
social service and public health program funds. Revenue reductions are offset by
similar reductions in program expenditures.

e Miscellaneous Revenues decreased by $2.26 million in reimbursements from the
Adult Care Center. Such reimbursements were made possible by the
intergovernmental transfer payment in 2009. The status of future IGT payments is
unknown.

» Refuse and garbage expenditures were moved from the General Fund to a Special
Revenue Fund in 2010 ($4,234,097 in 2009).
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The Capital Projects Fund is used to account for capital project activity throughout the
County. The Capital Projects Fund total fund balance at year end is a deficit of $5,130,546.
The deficit was reduced by $440,854 and is attributable to the issuance of both a serial
bond in the amount of $17,185,000, which converted $6,605,000 of short-term debt to long-
term, and the issuance of new bond anticipation notes of $14.9 million, bringing the amount
of outstanding short-term indebtedness to $19.88 million. The serial bond was for college
renovations, equipment purchase, road reconstruction, road paving, bridge reconstruction,
and landfill planning. The bond anticipation notes were issued for jail land purchase, landfill
closure, construction of refuse and garbage transfer station and a materials recovery
facility. Bond anticipation notes are not recorded as revenue until redeemed or converted
to permanent financing in the form of serial bonds.

Non-major Governmental Funds consist of the Special Revenue Funds and the Debt
Service Fund. The Special Revenue Funds are made up of the following individual funds:
County Road, Road Machinery, Community Development, and Refuse and Garbage funds.
For fiscal year ending December 31, 2010, the combined fund balances of these Special
Revenue funds totaled $4,043,407. This represents an increase of $1,151,019 for the fiscal
year 2010. The Refuse and Garbage Fund was created in 2010 and therefore had no
beginning fund balance.

The Debt Service Fund is maintained with no fund balance. Interest earned on bonded
indebtedness is transferred out of the Debt Service Fund to one of the other operating
funds as revenue to offset debt service expenditures.

Proprietary funds - The County's proprietary funds provide the same type of information
found in the government-wide financial statements, but in more detail.

Factors concerning the finances of the Enterprise Fund have already been addressed in
the discussion of the County's business-type activities above.

During 2010, the unrestricted net assets of the Internal Service Fund increased by $46,437.
This resulted in net assets of $805,711 at December 31, 2010. The increase can be
attributed to a decrease in workers’ compensation claims.

General Fund Budgetary Highlights

During the year, modest budgetary adjustments of under $800,000 (representing less than
.2% of the budget) were authorized by the Legislature to both the revenue and expenditure
sides of the budget, in no particular area.

Overall, actual General Fund expenditures, exclusive of transfers, were $132.8 million,
which was $5.8 million less than the final budget. The major areas where spending was
less than budget were general government support ($1.09 million) in the district attorney’s
office, tax collection, buildings maintenance and management information systems, health
($1.3 million) in both public health and mental health services, and economic opportunity
and development ($1.4 million) in family services, medical assistance programs and
workforce development programs.
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Actual General Fund revenues, exclusive of transfers, were $155.0 million, which was
$680,000 more than the final budget. Real property taxes and other tax items exceeded
budget estimates by $2.8 million, due to gains on sales from tax acquired properties and
increased participation in the installment tax payment program. This was partially offset by
State and Federal aid coming in $1.3 less than the final budget, primarily attributable to a
reduction in the Federal FMAP enhancement monies.

Capital Asset and Debt Administration
Capital Assets - The County's investment in capital assets for its governmental and
business-type activities as of December 31, 2010 amounts to $145,515,790 (net of

accumulated depreciation). This investment in capital assets includes land, buildings and
improvements, machinery and equipment, infrastructure, and construction-in-progress.

Sullivan County Capital Assets

(Net of Depreciation)
Governmental Business-type
Activities activities Total
2010 2009 2010 2009 2010 2009

Land $ 8,659,087 $ 6,462,433 § -9 -9 8,659,087 § 6,462,433
Buildings and
improvements 26,053,643 27,232,998 1,760,773 2,030,794 27,814,416 29,263,792
Machinery and
equipment 5,953,141 5,936,488 166,800 143,647 6,119,941 6,080,135
Infrastructure 92,896,646 83,093,157 - - 92,896,646 83,093,157
Construction-in-
progress 10,025,700 4,876,563 - - 10,025,700 4,876,563
Total (Net of
Depreciation) $ 143588217 § 127601639 $ 1927573 $ 2174441 & 145515790 $ 129,776,080

The following highlights the amounts expended during the current fiscal year on major
capital assets:

Road Reconstruction $2,159,000
Landfill MRF Construction $6,304,000
Road Paving $7,330,000

Landfill Closure $2,025,000

Additional information on the County's capital assets can be found in Note 3, E in the notes
to financial statements.

Long-term Debt At the end of the current fiscal year, the County had total debt outstanding
of $75,085,000. The County issued $17,185,000 in new bonded indebtedness while retiring
$5,450,000 in outstanding obligations. All of this debt is backed by the full faith and credit of
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the County, exclusive of the $14.09 million outstanding bonds for the Sullivan County
Tobacco Asset Securitization Corporation.

Sullivan County Outstanding Debt

Governmental Business-type
Activities Activities Total
2010 2009 2010 2009 2010 2009

General Obligation
Bonds $§ 60874350 $ 48685843 $ 120,650 $ 139,157 § 60,995,000 $ 48,825,000
Tobacco Asset
Bonds - - 14,090,000 14,525,000 14,090,000 14,525,000
Total $ 60874350 § 48685843 § 14210650 $ 14,664,157 $ 75085000 $ 63,350,000

Through sound financial management and manageable debt levels, the County has been
successful in maintaining its high-grade rating for its general obligation bonds. The County
has enjoyed a very favorable Moody's Investors Service bond rating of A2 since 2001.

The State Constitution limits the amount of indebtedness, both long-term and short-term,
which the County may incur. The State Constitution provides that the County may not
contract indebtedness in an amount greater than seven percent of the average full value of
taxable real property in the County for the most recent five years. Certain indebtedness is
excluded in ascertaining the County's authority to contract indebtedness within the
constitutional limits; accordingly, debt of this kind, commonly referred to as “excluded debt,”
may be issued without regard to the constitutional limits and without affecting the County’s
authority to issue debt subject to the limit. At December 31, 2010, the County had used
$80,847,038, or 13.47%, of the constitutional debt limit leaving $519,444,292 remaining to
be used.

Additional information on the County's long-term debt can be found in Note 3, K in the
notes to financial statements.

Economic Factors and Next Year's Budget

According to the United States Bureau of Labor Statistics, the unemployment rate for
Sullivan County was 8.8% in April 2011, down from 9.3% in April 2010. The County's April
2011 unemployment rate exceeded the State-wide rate of 7.9%.

Labor Department data also indicates that the number of people employed in the County
decreased by 1.5%, from 31,264 to 30,808 between April 2010 and April 2011.

The County's 2009 per capita personal income of $35,332 is 75% of the State's $46,957
per capita income amount. The taxable assessed value of real property in the County
increased from $5,313,026,469 in 2009 to $5,324,922,897 in 2010, with the median sales
price of residential properties declining from $145,000 in 2009 to $136,186 in 2010.
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Increased salary and wage costs, along with rising employee and retiree health care costs,
will continue to have a profound effect on the County's future budgets.

All of these factors were taken into consideration in developing the fiscal 2011 budget.

Requests for Information

This financial report is designed to provide a general overview of the County's finances for
all those with an interest in the government's finances. Questions concerning any of the
information provided in this report or requests for additional financial information should be
addressed to Ira J. Cohen, County Treasurer, Sullivan County Government Center, P.O.
Box 5012, 100 North Street, Monticello, New York, 12701, telephone (845) 807-0210, or
visit the County's web site at www.co.Sullivan.ny.us.
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COUNTY OF SULLIVAN, NEW YORK

STATEMENT OF NET ASSETS
DECEMBER 31, 2010

ASSETS
Cash and equivalénts
Restricted cash and equivalents
Investments
Restricted investments
Receivables:
Taxes, net
Accounts, net
Loans, net
Notes
State and Federal aid
Due from other governments
Due from component unit
Internal balances
Prepaid expenses
Other
Cost of issuance, net
Capital assets (net of accumulated
depreciation):
Land
Infrastructure and land improvements
Buildings and improvements
Machinery and equipment
Intangibles
Construction-in-progress

Total Assets

LIABILITIES
Accounts payable
Accrued interest payable
Accrued liabilities
Retained percentages payable
Due to other governments
Due to school districts
Due to primary government
Unearned revenues
Tax anticipation notes payable
Bond anticipation notes payable
Deposits payable
Non-Current liabilities:
Due within one year:
Bonds payable
Installment purchase debt
Capital lease obligation
Claims payable

Retirement incentives and other pension obligations

Compensated absences
Landfill closure costs

Due in more than cone year:
Bonds payable
Installment purchase debt
Capital lease obligation
Claims payable

Retirement incentives and other pension obligations

Compensated absences

Other post employment benefit obligations payable

Landfill closure costs
Total Liabilities

NET ASSETS
Invested in capital assets,
net of related debt
Restricted for:
Capital projects
Law enforcement
Stop DWI program
Debt service
Workers' compensation benefits
Community development
Loans
Education
Unrestricted

Total Net Assets

The notes fo financial statements are an integral part of this statement.

Primary Government

Governmental
Activities

Business-type
Activities

Component
Total Units

$ 45,757,083

$ 2,299,382

48,056,465 $ 6,825456

- 110 110 =
- - - 2,180,952
1,242,547 1,242,547 .

31,920,851 - 31,920,851 z
8,147,302 3,152,336 11,299,638 1,233,025
212,452 s 212,452 29,158

= 851,273
22,396,967 22,396,967 295,000
431,171 431171 115,693
675,000 ; 675,000 -
4,105,412 (4,105,412) - x
s 19,360 19,360 767,478

. . < 98,199

- 274,092 274,092 .
8,659,087 8,659,087 277,445
92,896,646 - 92,896,646 1,963,985
26,053,643 1,760,773 27,814,416 18,720,506
5,953,141 166,800 6,119,941 1,298,731
% = < 238,519
10,025,700 - 10,025,700 5,104,491
257,234,455 4,809,988 262,044,443 39,999,911
17,356,996 241,992 17,598,988 1,093,580
1,112,954 1,849 1,114,803 =
4,387,847 702,879 5,090,726 957,653
696,732 - 696,732 _ <
134,833 - 134,833 732,359
18,797,739 - 18,797,739 .
= - 675,000
1,452,191 - 1,452,191, 1,164,860
9,000,000 - 9,000,000 -
19,880,000 - 19,880,000 .
= 2 Tiwss 969,943
6,066,806 498,194 6,565,000 787,510
97,000 = 97,000 -

g - 2 176,000

727,000 5 727,000 :
397,202 26,985 424,187 -
325,000 79,928 404,928 31,852
461,544 = 461,544 =
55,277,653 13,509,793 68,787,446 17,187,534
205,796 x 205,796 :

- = 2 3,413,000
4,339,525 z 4,339,525 -
1,578,680 137,594 1,716,274 .
2,926,022 719,352 3,645,374 286,670
38,834,274 5,129,808 43,964,082 5,405,751
14,701,220 : 14,701,220 2
198,757,014 21,048,374 219,805,388 32,881,712
70,516,266 1,883,587 72,399,853 6,799,935
6,200,880 = 6,200,880 E
99,064 : 99,064 5
303,783 . 303,783 -
431,505 431,505 -
805,711 = 805,711 -
676,826 676,826 -

. n < 487,567

= . : 2,155,745
(20,556,594) (18,121,973) (38,678,567) (2,325,048)

$ 58,477,441

$  (16,238,386)

42,239,055 $ 7,118,199
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COUNTY OF SULLIVAN, NEW YORK

STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2010

Func{ions;'Programs

Primary Government:

Governmental activities;
General government support
Education
Public safety
Health
Transportation
Economic opportunity and development
Culture and recreation
Home and community services
Interest

Total Governmental Activities

Business-type activities:
Adult Care Center
Sullivan Tobacco Asset
Securitization Corporation

Total Business-type Activities
Total Primary Government

Component Units:
Sullivan County Community College
Sullivan County Seil and Water
Conservation District
Sullivan County Industrial Development Agency
Emerald Corporate Center
Economic Development Corporation

Total Component Units

Program Revenues

Operating Capital
Charges for Grants and Grants and
Expenses Services Contributions Contributions
$ 20,573,018 3 2573330 3 4051197 § -
6,011,024 42,553 - 75,850
24,460,208 1,578,510 843,988 -
23,818,137 9,505,384 8,112,735 -
21,447,683 964,553 4,540,284 2,358,074
56,207,703 2,733,305 25,944,198 -
3,038,366 148,258 1,265,837 9,163
7,114,794 9,241,673 606,457 -
2,350,765 - - 28,276
165,021,698 26,787,566 45,364,696 2,471,353
16,228,151 10,977,303 - 2
860,655 - 1,106,106 -
17,088,806 - 10,977,303 1,106,106 <
$ 182110504 § 37,764,869 $ 46,470,802 $  2.471,353
$ 28459413 § 3701232 § 19633303 $ 16,254
710,509 27,447 696,219 -
495,893 399,089 - 295,000
64,229 - - 67,122
$ 20730044 $ 4127768 % 20,329,522 $ 378,376

General Revenues:

Real property taxes

Other tax items:

Gain on sale of tax acquired property

Interest and penalties on real property taxes
Payments in lieu of taxes
Non-property taxes:
Sales and use tax
Hotel room occupancy tax
Off-track betting surcharge

E-911 surcharge
Automobile use tax

Mortgage tax
Other taxes

Unrestricted use of money and property

Grants and contributions not restricted-to specific programs

Miscellaneous

Total General Revenues

Change in Net Assets

Net Assets - Beginning
Net Assets - Ending

The notes to financial statements are an integral part of this statement.
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Net (Expense) Revenue
and Changes in Net Assets

Primary Government

Governmental Business-type Component
Activities Activities Total Units

$ (13948491) $ - $ (13,948491) $ -
(5,892,621) - (5,892,621) -
(22,037,710) - (22,037,710) -
(6,200,018) - (6,200,018) -
(13,584,772) - (13,584,772) -
(27,530,200) - (27,530,200) -
(1,615,118) - (1,615,118) -
2,733,336 - 2,733,336 -
(2,322,489) - (2,322,489) -
(90,398,083) - (90,398,083) -
- (5,250,848) (5,250,848) -

- 245,451 245,451 -

- (5,005,397) (5,005,397) -
(90,398,083) (5,005,397) (95,403,480) -
- - - (5,108,624)

- - - 13,157

- - - 198,196

- - - 2,893
< % 5 (4,894,378)
48,690,132 - 48,690,132 -
1,474,475 - 1,474,475 -
4,356,929 - 4,356,929 -
802,073 - 802,073 -
32,605,248 - 32,605,248 -
749,105 - 749,105 -
576,753 - 576,753 -
282,018 - 282,018 -
553,875 - 553,875 -
533,659 - 533,659 -
3,690 - 3,690 -
112,113 68,968 181,081 136,711

- - - 32,441

237,810 31,008 268,818 2,147,151
90,977,880 99,976 91,077,856 2,316,303
§79,797 (4,905,421) (4,325,624) (2,578,075)
57,897,644 (11,332,965) 46,564,679 9,696,274

$ 58477441 $ (16,238,386) $ 42,239,055 $ 7,118,199
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COUNTY OF SULLIVAN, NEW YORK

BALANCE SHEET
GOVERNMENTAL FUNDS
DECEMBER 31, 2010

ASSETS

Cash and Equivalents

Taxes Receivable, net of allowance
for uncollectible amounts

Other Receivables:
Accounts, net
Loans, net
State and Federal aid
Due from other governments
Due from component unit
Due from other funds

Total Assets

LIABILITIES AND FUND BALANCES

Liabilities:

Accounts payable

Accrued liabilities

Retained percentages payable
Due to other governments

Due to school districts

Due to other funds

Deferred revenues

Deferred tax revenues

Tax anticipation notes payable
Bond anticipation notes payable

Total Liabilities

Fund Balances:
Reserved for encumbrances
Reserved for long-term receivables
Reserved for law enforcement
Reserved for driving while intoxicated program
Reserved for debt service
Unreserved, reported in:
General Fund
Special Revenue Funds
Capital Projects Fund

Total Fund Balances

Total Liabilities and Fund Balances

Refuse
County and

General Road Garbage
$ 26,592,538 § 743,245 $ 449,038
31,920,851 - -
5,402,776 13,588 424,472
19,200,585 2,732,723 -
431,171 2 5
4,316,242 7,912 556,890
29,350,774 2,754,223 981,362
$ 87,864,163 $ 3497468 $ 1,430,400
$ 13360912 § 831655 § 747,228
3,242,969 380,980 83,530
- 185,398 -
134,833 - -
18,797,739 - -
4,921,362 45,430 65,323
1,164,802 - 5
12,779,495 - -
9,000,000 - -
63,402,112 1,443,463 896,081
408,153 128,637 68,516
99,064 - r
303,783 - -
353,799 - -
23,297,252 - -
- 1,925,368 465,803
24,462,051 2,054,005 534,319
$ 87,864,163 $ 3497468 $ 1,430,400

The notes to financial statements are an integral part of this statement.
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Non-Major Total
Capital Governmental Governmental
Projects Funds Funds
$ 16,211,025 $ 877,549 $ 44,873,395
- - 31,920,851
- 10,000 5,850,836
= 212,452 212,452
446,175 17,484 22,396,967
- - 431,171
675,000 - 675,000
377,336 866,228 6,124,608
1,498,511 1,106,164 35,691,034
$ 17,709536 $ 1,983,713 $ 112,485,280
$ 2,221,264 $ 195937 $ 17,356,996
- 119,366 3,826,845
511,334 - 696,732
- - 134,833
- - 18,797,739
227,484 875 5,260,474
- 212,452 1,377,254
- - 12,779,495
- - 9,000,000
19,880,000 - 19,880,000
22,840,082 528,630 89,110,368
- 26,852 632,158
675,000 - 675,000
- - 99,064
- - 303,783
- 77,706 431,505
- - 23,297,252
- 1,350,625 3,741,696
(5,805,546) - (5,805,546)
(5,130,546) 1,455,083 23,374,912
$ 17,709,536 $ 1,983,713 $ 112,485,280
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COUNTY OF SULLIVAN, NEW YORK

RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET TO
THE GOVERNMENT-WIDE STATEMENT OF NET ASSETS - GOVERNMENTAL ACTIVITIES
DECEMBER 31, 2010

Fund Balances - Total Governmental Funds $ 23,374,912

Amounts Reported for Governmental Activities in the Statement of Net
Assets are Different Because:

Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds 143,588,217

Internal service funds are used by management to charge
insurance to individual funds. The assets and liabilities
of the internal service funds are included in governmental
activities in the statement of net assets. 805,711

Other long-term assets are not available to pay for current-period
expenditures and, therefore, are deferred in the funds:

Real property taxes 12,779,495
Departmental income 212,452
12,991,947

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

Accrued interest payable (1,112,954)
Bonds payable (61,344,459)
Installiment purchase debt (302,796)
Claims payable (299,195)
Retirement incentives and other pension obligations (1,975,882)
Compensated absences (3,251,022)
Other post employment benefit obligations payable (38,834,274)
Landfill closure costs (15,162,764)

(122,283,346)

Net Assets of Governmental Activities $ 58,477,441

The notes to financial statements are an integral part of this statement.
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COUNTY OF SULLIVAN, NEW YORK

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCES
GOVERNMENTAL FUNDS
YEAR ENDED DECEMBER 31, 2010

REVENUES
Real property taxes
Other tax items
Non-property taxes
Departmental income
Intergovernmental charges
Use of money and property
Licenses and permits
Fines and forfeitures
Sale of property and compensation for loss
Interfund revenues
State aid
Federal aid
Miscellaneous

Total Revenues

EXPENDITURES
Current:
General government support
Education
Public safety
Health
Transportation
Economic opportunity and development
Culture and recreation
Home and community services
Debt Service:
Principal
Interest
Capital Outlay

Total Expenditures

Excess (Deficiency) of
Revenues Over Expenditures

OTHER FINANCING SOURCES (USES)
Bonds issued
Issuance premium
Transfers in
Transfers out
Total Other Financing Sources (Uses)
Net Change in Fund Balances
Fund Balances (Deficits) - Beginning of Year

Fund Balances (Deficits) - End of Year

Refuse
County and
General Road Garbage

$ 49825309 § - % -
6,633,477 - -
35,304,348 - -
21,735,910 - 9,174,392
646,961 423,346 .
207,012 447 109,138
21,310 4,600 -
313,712 - -
106,135 89 23,750
17,701,568 1,748,566 -
19,264,625 2,735,760 -
3,272,780 21,062 -
155,033,147 4,933,870 9,307,280
23,018,603 - -
5,509,250 . -
21,850,279 640,576 -
22,938,752 - -
1,420,216 12,928,337 -
53,135,382 - -
3,108,254 - -
1,636,912 - 6,519,557
203,731 10