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INDEPENDENT AUDITOR'S REPORT

To the Chairman and Members of
the County Legislature of the
County of Cortland

Cortland, New York

I have audited the accompanying financial statements of the
governmental activities, business-type activities, the aggregate
discretely presented component units and each major fund of the
County of Cortland, New York as of and for the yvear ended December
31, 2010, which collectively comprise the County's basic financial
statements as 1listed in the table of contents. These financial
statements are the responsibility of the County of Cortland's
management . My responsibility 1is to express an opinion on these
financial statements based on my audit.

I conducted my 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 of
America. Those standards require that I plan and perform the audit
to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a

test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement
presentation. I believe that my audit provides a reasonable basis
for my opinion.

In my opinion, the financial statements referred to above

present fairly, in all material respects, the respective financial
position of the governmental activities, business-type activities,
the aggregate discretely presented component units, and each major
fund, of the County of Cortland, New York at December 31, 2010, and
the respective changes in financial positions and cash flows, where
applicable, thereof of its propriety fund types for the year then
ended 1in conformity with accounting principles generally accepted in
the United States of America.



In accordance with Government Auditing Standards, I have also
issued my report dated September 26, 2011, on my consideration of the
County of Cortland, New York's internal control over financial
reporting and on my tests of its compliance with certain provisions
of laws, regulations, contracts, grants, agreements and other
matters. The purpose of that report is to describe the scope of my
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 1is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in assessing
the results of my audit.

The management's discussion and analysis and budgetary comparison
information, on pages 3 through 9 and 54 and 55 are not a required
part of the basic financial statements but are supplementary
information required by accounting principles generally accepted in
the United States of America. I have applied certain 1limited
procedures, which consist principally of inquiries of management
regarding the methods of measurement and presentation of the required
supplementary information. However, I did not audit the information
and express no opinion on it. My audit was conducted for the purpose
of forming opinions on the financial statements that collectively
comprise the County of Cortland, New York's basic financial
statements. The accompanying schedule of expenditures of federal
awards 1is presented for purposes of additional analysis as required
by U.S. Office of Management and Budget Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations, and is not a
required part of the financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the
basic financial statements and, in my opinion, is fairly stated, in
all material respects, in relation to the basic financial statements
taken as a whole.

September 26, 2011




COUNTY OF CORTLAND, NEW YORK
MANAGEMENT'S DISCUSSION AND ANALYSIS
For The Year Ended December 31, 2010

Our discussion and analysis of the County of Cortland, New
York's (the County) financial performance provides an
overview of the County's financial activities for the year
ended December 31, 2010. This document should be read in
conjunction with the County's financial statements that
begin on page 10.

FINANCIAL HIGHLIGHTS

The County's net assets, including the reporting of the
Tobacco Asset Securitization Corporation (TASC), decreased
$2,788,178 as a result of this year’s activity. The primary
factor contributing to this decrease was the reporting of
the GASB 45 actuarial liability for post employment health,
dental and vision benefits (OPEB) of $3,681,385.

USING THIS ANNUAL REPORT

The annual report consists of a series of financial
statements. The statement of net assets and the statement
of activities provide information about the activities of
the County as a whole and present a longer-term view of the
County's finances. Fund financial statements start on Page
1l4. For governmental activities, these statements tell how
these services were financed in the short-term as well as
what remains for future spending. Fund financial statements
also report the County's operations in more detail than the
government-wide statements by providing information about
the County's most significant funds. The remaining
statements provide financial information about activities
for which the County acts solely as a trustee or agent for
the benefit of those outside of the government.

REPORTING THE COUNTY AS A WHOLE

The Statement of Net Assets and the Statement of Activities
Our analysis of the County as a whole begins on Page 10. An
important question to ask when reviewing and discussing the
County's finances is, "Is the County's financial standing
as a whole better or worse as a result of the year's
activities?" The statement of net assets and the statement
of activities report information about the County as a
whole and about its activities in a way that helps answer
this question.



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 cash is received or paid. These
two statements report the County's net assets and changes
in them. You can think of the County's net assets the - the
difference between assets and liabilities - as one way to
measure the County’s financial health, or financial
position. Over tine, increases or decreases in the County's
net assets are one indicator of whether its financial
health is improving or deteriorating. You will need to
consider other non-financial factors; however, such as
changes in the County's property tax base and the condition
of the County's road's and infrastructure, to assess the
overall health of the County. In the statement of net
assets and the statement of activities, divide the County
into types of activities:

. Governmental activities - Most of the County's basic
services are reported here, including public safety,
'public works, economic assistance, health, nursing
services, and general administration. Property taxes, sales
taxes, franchise fees, and State and federal grants finance
most of these activities.

. Business type activities - During 2006, the County
started the Solid waste fund, an enterprise fund, to record
the activities related to landfill operations and recycling
operations. This year there are three years of financial
results.

. Component units - The County includes the Cortland
County Industrial Development Corporation, a public Benefit
corporation created by state Legislation to promote the
economic welfare, recreation opportunities, and the
prosperity of the county's inhabitants; and the Soil and
Water Conservation District, as declared by the County in
accordance with provisions of the Soil and Water
Conservation Law. Also, the Cortland Tobacco Asset
Securitization Corporation, created in August under Section
1411 of New York State Not-For Profit Corporation taw is
reported as "blended" with the General Fund.

REPORTING THE COUNTY'S MOST SIGNIFICANT FUNDS
Fund Financial Statements



Our analysis at the County's major funds begins on Page 14
and provides detailed information about the most
significant funds - not the County as a whole. Sow funds
are required to be established by State law and by bond
covenants. However, the County Legislature may establish
other funds to help it control and manage money for
particular purposes. The County's two types of funds -
Governmental and Proprietary - use different accounting
approaches.

Governmental Funds - Most of the County’s basic services
are reported in Governmental Funds, which focus on how
money flows into and out of those funds and the balances it
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 readily be converted to cash. The
Governmental Fund statements provide a detailed short-tern
view of the County's general government operations and the
basic services provided. Governmental Fund information
helps you determine whether there are more or fewer
financial resources that can be spent in the near future to
finance the County’s programs. We describe the relationship
(of differences) between governmental activities (reported
in the statement of net assets and the statement of
activities) and Governmental Funds in reconciliation on
Page 19.

* Proprietary Funds - When the County charges customers for
the services it provides - whether to outside customers or
to other units of the County - these services are generally
reported in Proprietary Funds. Proprietary Funds are
reported in the same way that all activities are reported
in the statement of net assets and the statement of
activities. In fact, The County's Enterprise Funds (a
component of Proprietary Funds) are the same as the
business-type activities we report in he government-wide
statements that provide more detail and additional
information, such as cash flows, for Proprietary Funds.

THE COUNTY AS TRUSTEE

Reporting the County's Fiduciary Responsibilities

The County is the trustee, or fiduciary, for its employees
deferred compensation plan. It is also responsible for
other assets that - because of a trust arrangement - can be
used only for the trust beneficiaries. All of the County's



fiduciary activities are reported in separate statements of
fiduciary net assets on Page 23. We exclude these
activities from the County's other financial statements
because the County can not use these assets to finance its
operations. The County is responsible for ensuring that the
assets reported in these funds are used for their intended
purposes.

THE COUNTY AS A WHOLE

The County's combined net assets decreased from $71,773,490
to $68,985,312. This decrease is primarily due to the
application of GASB 45 by reporting health, dental and
vision benefits to retirees (OPEB) and to balance the 2010
budget. Our following analysis is focused on the net assets
(table 1) and changes in net assets of the County's
governmental activities and business type activities.



Assets

Current and Other Assets
Cash/ Cash Equivalents
Accounts receivable

Taxes receivable (Net)

State and Federal Receivables
Other Receivables

Due from Fiduciary

Inventory

Prepaid Items

Total Current Assets

Noncurrent Assets

Cash Cash Equivalents - restricted
Captial Assets - depreiable (net)
Capital assets - land

Construction in Progress

Notes Recievable

Investments

Total Noncurrent Assets

Total Assets

Liabilities

Current liabilites

Accounts Payable &

Accrued Expenses

Interest payable

Deferred revenue

Compensation absences

Due from Componet

Due to other governments

Notes payable

General obligation bonds
Total Current Liabilities

Non Current Liabilities
General obligation bonds
Retirees Health Insurance
Landfill Closure

Total Noncurrent Liabilities

Total Liabilities

Net Assets
Invested in Captial Assets
Net of Related Debt
Restricted
Unrestricted
Total Net Assets

Table 1

Net Assets
Governmental Activities
2010 2009
5,050,366 6,071,576
726,050 725,835
5,439,546 5,124,748
11,320,829 7,500,422
0 8,288
394,346 -47770
391,778 283,047
711,124 466,337
24,034,039 20,131,483
437,123 699,899
74,861,265 73,655,494
1,221,700 1,221,700
5,506,086 7,736,614
4,019,120 4,304,120
851,668 869,020
86,896,962 88,486,837
110,931,001 108,618,320
4,248 561 3,237,502
143,974 167,054
1,076,330 1,110,218
1,592,607 1,488,764
-799,263 750,000
2,798,616 3,037,524
674,520 644,240
9,735,345 8,935,282
20,944,289 21,261,584
10,470,742 6,789,351
0
31,415,031 28,050,941
41,150,376 36,986,223
72,475,811 73,176,328
2,663,238 1,643,936
-5,358,424 -31,381,677
69,780,625 71,632,097

Business Type Activities

2010

460,312
48,779

11,711
520,802

1,038,691
13,563,620
176,300

14,778,611

15,299,413

53,956
76,191

49,263

410,780
590,190

10,985,980
0
4,518,556
15,504,536

16,094,726

2,343,160
478,447
-3,616,920
-795,313

2009

988833

15,978

7,583
1,012,394

1,439,195
13,449,932
176,300

15,065,427

16,077,821

64,734
85,174

395,760
545,668

11,396,760
0
3,919,000
15,315,760

15,861,429

1,833,712
342,071
-1,959,390
216,393



THE COUNTY'S FUNDS

General Governmental Functions

As the County completed the year, its governmental funds as
presented in the balance Sheet on Page 15) and is reported

a combined fund balance of $13,450,621, which was increased
by $983,106 over last year's total of $12,467,515.

GENERAL FUND BUDGETARY HIGHLIGHTS

The significant variances between the originally adopted
budget for the year 2010 and the final budget are outlined
herein. Despite the continued exercise of fiscal restraint
on spending, the County did not use a substantial amount of
fund balance due to reduced spending in all areas. Cortland
County continues to focus on curtailing expenditures from
those appropriated. In 2010 the County spent approximately
$6.7 million less than appropriated. In the end the County
minimized the intended use of fund balance by $3,300,000.



soxe| Ausdoidm

sexe] JayiQ % soesa

PV SlEISH

sabiey) 1syip ¥ see4 1deqO
$s07 Jo} uoilesuadwon

Py [elopoi@

Aauop Jo ssn@

%V |
sabieyn JayiQ ¥ sea4 1deQ

%}
$S07 40} uoiesuadwon

%0
Asuop Jo asn

SONUBAJY - SPUN4 [BJUBWUIIAOY)



AnunuoddQ soue)sissy 21WOU0OT @
20IAIBG 1990

uoneuodsuel | @

92188 AJunWwwo) B 2WOoHE
Aiojes oland @

syjouag aaholdw3 pearedojeunm
uiesHO

uonealiday ¥ ainynHa

poddng Juswulano) [eisus) @
uoneonp3@

%l

801M8S AlUNWWOY) %9 SWOH

%E
Sljaueg
aoAojdw3 paieoo|eun

%t
yliesH
%0
uonealoay xR anyn)

%V
uoneonp3g

saJnjipuadxg - spun4 |RIJUBWIUIDAOK)

%3¢ }
uoneuodsuel |

%z
80183 198(



ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The County's elected and appointed officials considered
many factors when setting the fiscal-year 2011 budget, tax
rates, and fees that will be charged for the business-type
activities. One of these factors was the state of the
economy .

Cortland County continues to face serious financial
challenges of declining revenues, mandated and non-
discretionary spending requirements, increasing health and
retirement costs and the continuing damage from the overall
economic downturn.

The county continues to make significant efforts to reduce
its expenditures and continues to re-examine the
appropriateness of service levels.

The County Administrator, at direction from the County
Legislature, has prepared further cuts in staffing and
programs for possible implementation in 2012. The use of
fund balance in the 2010 budget has prompted Administration
to re-examine its State and Federal Aid and ensure that
reimbursement requests are submitted timely and accurately.
It has been determined that the State of New York continues
to delay reimbursement to Counties, that if unrecognized,
could result in cash issues. The County does not anticipate
cash flow problems in 2011 or 2012. Further examination of
spending and revenue trends will be required in order to
eliminate the use of fund balance in future years.

The County legislature has adopted a Resolution that
establishes a policy of attaining and sustaining a Fund
Balance of 10% of the County's Budget, with the intention
of providing for the County's operating cash needs and
providing for a predictable and stable property tax rate.
It will be the goal of the County to restore fund balance
levels to meet this policy.

As for the GASB 45 reporting of OPEB liability, the County
will continue its policy of paying for these health, dental
and vision costs as they are incurred with the future goal
of either reducing this liability or providing for its
funding.

The 2012 budget document is currently being crafted and
scheduled for release in October 2011. Preliminarily, it is
anticipated that the Budget Officer’s recommended Tentative
2012 Budget will contain recommendations to maintain the
Real Property Tax Rate.

_9b_



CONTACTING THE COUNTY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens,
taxpayers, customers, investors, and creditors with a
general overview of the County's finances and to show the
County's accountability for the money it receives. If you
have questions about this report or need additional
financial information, contact Martin Murphy, County
Administrator and Budget Officer, 60 Central Avenue,
Cortland, New York 13045.

_.9c_



COUNTY OF CORTLAND
STATEMENT OF NET ASSETS

DECEMBER 31, 2010
Primary
Governmental Business-Type
ASSETS Activities Activities
Current Assets
Cash/ cash equivalents $ 5,050,366 S 460,312
Accounts receivable 726,050 48,779
Taxes Receivable (Net) 5,439,546
State and Federal Receivables 11,320,829
Other Receivables
Due from Fiduciary 394,346
Inventory 391,778
Prepaid items 711,124 11,711
Total Current Assets 24,034,039 520,802
Noncurrent Assets
Cash/ cash equivalents-restricted 437,123 1,038,691
Capital assets-depreciable (net) 74,861,265 13,563,620
Capital assets-land 1,221,700 176,300
Construction in progress 5,506,086
Notes receivable 4,019,120
Investments 851,668
Total Noncurrent Assets 86,896,962 14,788,611
TOTAL ASSETS $110,931,001 $15,299,413
LIABILITIES
Current Liabilities
Accounts payable & accrued expenses $ 4,248,561 S 53,956
Interest payable 143,974 76,191
Deferred revenue 1,076,330
Compensated absences 1,592,607
Due to/from component unit (799,263) 49,263
Due to other governments 2,798,616
Notes payable
General obligation bonds 674,520 410,780
Total Current Liabilities 9,735,345 590,190
Noncurrent Liabilities
General obligation bonds 20,944,289 10,985,980
Retirees health insurance 10,470,742
Landfill closure costs 4,518,556
Total Noncurrent Liabilities 31,415,031 15,504,536
TOTAL LIABILITIES $41,150,376 $16,094, 726

NET ASSETS

Investment in capital assets,
net of related debt

$ 72,475,811

$ 2,343,160

Restricted net assets 2,663,238 478,447
Unrestricted net assets (5,358,424) (3,616,920)
TOTAL NET ASSETS S 69,780,625 S (795,313)

See Notes to Financial Statements.
-10-



Government

Component
Total Units

$ 5,510,678 $ 1,693,251
774,829
5,439,546

11,320,829 347,844
394,346
391,778

722,835 2,199

24,554,841 2,043,294
1,475,814
88,424,885

1,398,000 209,818

5,506,086 3,810,652
4,019,120
851,668

101,675,573 4,020,470

$126,230,414 $ 6,063,764

$ 4,302,517 $ 656,992
220,165
1,076,330 416,463
1,592,607
(750,000) 750,000
2,798,616 400,000
1,085,300
10,325,535 2,223,455

31,930,269

10,470,742

4,518,556

46,919,567

$57,245,102

$ 2,223,455

$74,818,971

$ 2,215,246

3,141,685

(8,975,344)

1,625,063

$68,985,312

$ 3,840,309

-11-



COUNTY OF CORTLAND

STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2010

FUNCTIONS
Primary Government
Governmental Activities:
General Government
Education
Public Safety
Health
Transportation
Economic Assistance and Opportunity
Culture and Recreation
Home and Community Service
Employee Benefits - Unallocated
Interest on Debt
Total Governmental Activities

Business-Type Activities:
Solid Waste

Total Primary Government

Component Units:

Soil and Water Conservation
Industrial Development
Total Component Units

General Revenues:

Property Taxes

Sales Taxes

Other Taxes

Payments to/from Primary Government
Investment Earnings

Gain on Sale of Assets

Insurance Recoveries

Total General Revenues and Transfers

Change in Net Assets
Net Assets, Beginning of Year

Net Assets, End of Year

See Notes to Financial Statements.

-12-

EXpenses

Program
Charges for
Services

$20,589,835

$ 2,373,000

3,987,121
10,984,827 762,415
10,998,648 5,010,262
10,535,832 1,251,442
33,003,558 1,815,917
419,643 8,101

823,351

5,312,683
1,103,091 716,524
97,758,589 11,937,661
2,693,020 1,655,695

$100,451,609

$13,593,356

$ 1,004,850

S 165,640

28,824

68,792

$ 1,033,674

$ 234,432




Net (Expense) Revenue
and Changes in Net Assets
Primary Government

Revenues Business-
Operating Capital Governmental Type Component
Grants Grants Activities Activities Total Units

] 535,896 S $(17,680,939) (17,680,939)
1,060,474 (2,926,647) (2,926,647)
364,778 (9,857,634) (9,857,634)
5,231,306 (757,080) (757,080)
609,182 2,789,597 (5,885,611) (5,885,611)
17,250,582 (13,937,059) (13,937,059)
51,000 (360,542) (360,542)
140,523 (682,828) (682,828)
(5,312,683) (5,312,683)
(386,567) (386,567)
25,243,741 2,789,597 (57,787,590) (57,787,590)

(1,037,325) (1,037,325)

$25,243,741 $ 2,789,597 (57,787,590) (1,037,325) (58,824,915)

$ 625,065 $ $ (214,145)
1,998,387 2,038,355
S 625,065 $1,998,387 1,824,210
29,937,635 29,937,635
24,358,609 24,358,609
1,861,325 1,861,325
(312,000) 12,000 (300,000) 300,000
100,712 13,619 114,331 7,098
57,732 57,732 5
7,105 7,105
56,011,118 25,619 56,036,737 307,103

(1,776,472) (1,011,706) (2,788,178)2,131,313

71,557,087 216,393 71,773,490 1,708,996

$ 69,780,625$% (795,313% 69,985,312%$3,840,309

-13-



COUNTY OF CORTLAND
BALANCE SHEET - GOVERNMENTAL FUNDS

DECEMBER 31,

2010

ASSETS

Cash and Cash Equivalents

Cash and Cash Equivalents-Restricted
Taxes Receivable (Net)

State and Federal Receivables

Other Receivables

Due from Other Funds

Due from Other Governments

Prepaid Assets

Investments

TOTAL ASSETS

LIABILITIES AND FUND BALANCES

Liabilities
Accounts Payable
Accrued Liabilities
Notes Payable
Due to Other Funds
Due to Other Governments
Due to Employees' Retirement System
Deferred Revenue
Total Liabilities

Fund Balances
Fund Balances - Reserved
Special
Trust
Total Reserved
Fund Balances - Unreserved
Appropriated - Ensuing Year's Budget
Unappropriated
Total Unreserved
Total Fund Balances

TOTAL LIABILITIES AND
FUND BALANCES

See Notes to Financial Statements.

-14 -

Special
General Revenue
$ 1,275,171 $1,825,787
437,123
5,439,546
10,627,002 331,473
173 881
686,438
641,444 68,309
851,668
$20,132,273 $2,225,569
$2,699,161 $ 245,225
468,111 60,040
294,751
2,735,056
2,643,736 10,758
8,546,064 610,774
2,663,238
2,663,238
1,835,195 662,867
7,087,776 951,928
8,922,971 1,614,795
11,586,209 1,614,795
$20,132,273 $2,225,569




Total
Capital Governmental
Projects Funds

$ 523,053 $ 3,624,011
437,123

5,439,546

362,354 11,320,829

173,881
686,438
709,753
851,668

$ 885,407 $23,243,249

S $ 2,944,386
25,223 553,374
610,567 905,318
2,735,056

2,654,494

635,790 9,792,628
2,663,238

2,633,238

2,498,062

249,617 8,289,321
249,617 10,787,383
249,617 13,450,621

$ 885,407 $23,243,249




COUNTY OF CORTLAND
RECONCILIATION OF FUND BALANCES OF
GOVERNMENTAL FUNDS TO THE GOVERNMENTAL
ACTIVITIES IN THE STATEMENT OF NET ASSETS
DECEMBER 31, 2010

Fund Balances of Governmental Funds $ 13,450,621

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 governmental funds. 81,589,051

Other prepaid assets including pension prepayments

and ongoing inventories are not available to pay

for current period expenditures and, therefore,

are not deferred in governmental funds. 393,149

Note receivable due and payable in the future is
not available to pay for current period expenditures
and, therefore, is not accrued in governmental
funds. 4,019,120

Internal service funds are used by management to

charge the costs of certain activities, such as

insurance to individual funds.

The assets and liabilities of the internal service

funds are included in governmental activities in

the Government-Wide Statement of Net Assets. 2,175,323

Certain short-term liabilities do not require current

financial resources. Therefore, these liabilities are

not reported as a liability in the

governmental funds. 242,912

Long-term liabilities, including bonds payable

and retirees health insurancare not due

and payable in the current period

and, therefore, are not reported in the

governmental funds. (32,089,551)

NET ASSETS OF GOVERNMENTAL ACTIVITIES $ 69,780,625

See Notes to Financial Statements.
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COUNTY OF CORTLAND

STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUNDS
YEAR ENDED DECEMBER 31,

REVENUES AND OTHER SOURCES
Revenues
Real Property Tax
Real Property Tax Items
Non-Property Tax Items
Departmental Income
Intergovernmental Charges
Use of Money and Property
Licenses and Permits
Fines and Forfeitures
Sale of Property and Compensation for Loss
Miscellaneous Local Sources
Interfund Revenues
State Aid
Federal Aid
Total Revenues
Other Sources
Operating Transfers
Proceeds of Obligations
TOTAL REVENUES AND OTHER SOURCES

EXPENDITURES AND OTHER USES
Expenditures
General Government Support
Education
Public Safety
Health
Transportation
Economic Assistance & Opportunity
Culture and Recreation
Home and Community Services
Employee Benefits (not allocated)
Debt Service (Principal and Interest)
Total Expenditures
Other Uses
Operating Transfers
TOTAL EXPENDITURES AND OTHER USES
Revenues and Other Sources Over (Under)
Expenditures and Other Uses
Fund Equity and Surplus, Beginning of Year

Adjustments:
Prior Period Adjustments
Fund Equity Transfers

Fund Equity and Surplus, End of Year

See Notes to Financial Statements.
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2010
Special
General Revenue
$29,467,126 S
1,124,120
25,095,814
9,674,095
45,660 867,089
248,339 9,691
153,833
732,805 57,899
454,455 91,360
2,476,707
13,404,495 1,463,988
10,070,406 1,657,274
90,471,148 6,624,008
4,921,039
90,471,148 11,545,047
20,372,495
3,987,121
10,694,919
10,988,161
1,041,561 9,794,697
31,415,267 1,578,485
419,473
1,027,873
2,906,598
1,258,036 230,150
84,111,504 11,603,332
5,157,634
89,269,138 11,603,332
1,202,010 (58,285
10,384,199 1,673,080
$11,586,209 $ 1,614,795




Capital Total

Projects Governmental
Fund Funds

$ 29,467,126

1,124,120

25,095,814

9,674,085

912,749

5,212 263,242
153,833

790,704

64,541 610,356
2,476,707

113,122 14,981,605
1,315,355 13,043,035
1,498,230 98,593,386
224,595 5,145,634
1,722,825 103,739,020
751,384 21,123,879
3,987,121

10,694,919

10,988,161

1,129,023 11,965,281
32,993,752

419,473

3,037 1,030,910
2,906,598

1,488,186

1,883,444 97,598,280
5,157,634

1,883,444 102,755,914
(160,619) 983 106
410,236 12,467,515

S 249,617 $ 13,450,621
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COUNTY OF CORTLAND

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCE BALANCES
OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2010

Net change in fund balances - total governmental funds

Amounts reported for govermmental activities in the

statement of activities are different because:

Governmental funds report capital outlays as
expenditures however, they are capitalized and
depreciated in the statement of activities

An internal service fund is used by management to
charge the costs of workers compensation and
health insurance to individual governmental funds.
The net expenses of the funds are attributable to
these funds and are reported in governmental
activities.

The repayment of long-term debt is reported as an
expenditure when due in governmental funds but
as a reduction of principal outstanding in
the statement of activities

The amortization for retirees health insurance is
is not shown in governmental funds.

Depreciation expense is not shown in the
governmental funds, but is a charge in the
statement of activities.

Some revenues in the statement of revenues and
expenditures were not reported on the full accrual
basis and are not reported as revenues in the
statement of activities.

Some expenses in the statement of activities do

not require the use of current financial resources
and, therefore, are not reported as expenditures
in governmental funds

Changes in Net Assets of Governmental Activities

See Notes to Financial Statements.
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$ 983,106

3,069,731

1,380,383

386,465

(3,681,385)

(4,094,488)

176,198

3,518

$(1,776,472)




COUNTY OF CORTLAND
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
DECEMBER 31, 2010

Business-Type
Activities
Enterprise Fund
Solid Waste

ASSETS

Current Assets

Governmental

Activities
Internal

Service Funds

Cash and cash equivalents S 460,312
Receivables (net of allowance) 48,779
Due from governmental funds
Prepaid expenses 11,711
Total Current Assets 520,802
Noncurrent Assets
Restricted cash 1,038,691
Capital assets 24,804,178
Accumulated depreciation (11,064,258)
Net fixed assets 13,739,920
TOTAL ASSETS $ 15,299,413
LIABILITIES
Current Liabilities
Accounts payable S 44,883
Accrued liabilities 9,073
Accrued interest 76,191
Due to governmental funds 49,263
Current portion long-term debt 410,780
Total Current Liabilities 590,190
Long-term debt 10,985,980
Landfill closure costs 4,518,556
TOTAL LIABILITIES S 16,094,726
NET ASSETS
Investment in Fixed Assets, net S 2,343,160
Unrestricted (3,616,920)
Restricted 478,447
TOTAL NET ASSETS S (795,313)

See Notes to Financial Statements.
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$ 1,426,355

9,526

1,175,046

1,373

2,612,300

$ 2,612,300

$ 436,015

962

436,977

$ 436,977
$

2,175,323

$ 2,175,323




COUNTY OF CORTLAND
STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN FUND NET ASSETS

PROPRIETARY FUNDS
YEAR ENDED DECEMBER 31, 2010

Business-Type
Activities

Enterprise Fund

Solid Waste

Operating Revenues

Charges for services $ 1,652,771
Other 2,924
Total operating revenues 1,655,695
Operating expenses
Personnel services and benefits 576,406
Administrative services 7,262
Insurance 2,669
Workers compensation claims
Health insurance claims
Landfill operations-contractual 485,509
Amortization of post-closure costs 599,556
Depreciation 518,695
Total operating expenses 2,190,097
Income (Loss) from operations (534,402)
Nonoperating revenues (expenses)
Transfer from governmental 12,000
Investment income 13,619
Interest expense (502,923)
Total nonoperating revenues (expenses) (477,304)
CHANGE IN NET ASSETS (1,011,706)
Net Assets - Beginning of Year 216,393
Net Assets - End of Year ] (795,313)

See Notes to Financial Statements.

-21-

Governmental
Activities
Internal

Service Fund

$10,775,119

260,656

11,035,775

70,271

361,392

228,435

845,546

8,150,988

9,656,632

1,379,143

1,240

1,240

1,380,383

794,940

$2,175,323




COUNTY OF CORTLAND
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
YEAR ENDED DECEMBER 31, 2010

Business-Type Governmental

Activities Activities
Enterprise Fund Internal
Solid Waste Service Fund
Cash Flows From Operating Activities
Cash received from customers ] 1,606,916 $11,026,249
Cash payments for salaries, fringes
and contracted goods and services (1,086,752) (9,668,774)
Net cash provided ( used )
by operating activities 520,164 1,357,475
Cash flows from investing activities:
Investment income 13,619 1,240
Decrease in restricted cash 400,504
Purchase of capital assets (632,383)
Net cash provided (used)
by investing activities (218,260) 1,240
Cash Flows from financing activities
Proceeds of bonds issued
Paid to/ from governmental funds 77,241 (1,050,400)
Interest paid (511, 906)
Payments on bonds - principal (395,760)
Net cash provided (used) from
financing activities (830,425) (1,050,400)
Increase (Decrease) in cash
and cash equivalents (528,521) 308,315
Cash and cash equivalents
at beginning of year 988,833 1,118,040
Cash and cash equivalents at end of year $ 460,312 $ 1,426,355

See Notes to Financial Statements.
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COUNTY OF CORTLAND
BALANCE SHEET
AGENCY FUND
DECEMBER 31, 2010

Assets
Cash and cash equivalents $ 1,646,302
Due from governmental funds
Total Assets $ 1,646,302
Liabilities
Agency liabilities and trusts $ 1,251,956
Due to governmental funds 394,346
Total Liabilities $ 1,646,302

See Notes to Financial Statements.
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COUNTY OF CORTLAND
DISCRETELY PRESENTED MAJOR COMPONENT UNITS
STATEMENT OF NET ASSETS
DECEMBER 31, 2010
Soil and Water Industrial
Conservation Development
District Corporation

ASSETS
Current Assets:
Cash/cash equivalents $ 1,532,026 S 161,225
Accounts receivables
Federal and state receivables 347,844
Other receivables
Due from component units
Inventory
Prepaid items 2,199
Total Current Assets 1,532,026 511,268
Noncurrent Assets:
Deposits
Capital assets, depreciable-net
Capital assets, land 209,818
Construction in progress 3,810,652
Notes receivable
Total Noncurrent Assets 4,020,470

TOTAL ASSETS $ 1,532,026 $ 4,531,738

LIABILITIES
Current Liabilities:
Accounts payable and accrued expenses 656,992
Interest payable
Due to county 750,000
Deferred revenue 416,463
Compensated absences
Pension obligation
Notes payable-current
Due to other governments 400,000
Total Current Liabilities 416,463 1,806,992
Noncurrent Liabilities
General obligation bonds
Total Noncurrent Liabilities

TOTAL LIABILITIES S 416,463 $ 1,806,992

NET ASSETS

Invested in capital assets, net
of related debt ] $ 2,215,246
Restricted

Unrestricted 1,115,563 509,500

TOTAL NET ASSETS $ 1,115,563 S 2,724,746

See Notes to Financial Statements.
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Total
Component
Units

$ 1,693,251

347,844

2,199

2,043,294

209,818

3,810,652

4,020,470

$ 6,063,764

S 656,992

750,000

416,463

400,000

2,223,455

$ 2,223,455

$ 2,215,246

1,625,063

$ 3,840,309
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COUNTY OF CORTLAND

DISCRETELY PRESENTED MAJOR COMPONENT UNITS

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
YEAR ENDED DECEMBER 31,

2010

Operating Revenues:
Local appropriation
Fees for services
State grants
Federal grants
Other grants
Other operating revenue

Total Operating Revenues

Operating Expenses:

Direct grant expenses
Salaries and benefits
Natural resources
Depreciation

General and administrative
Project expenses

Total Operating Expenses

Operating Income (Loss)
Nonoperating Revenues (Expenses):
Interest income
Gain on sale of property
Capital grants
Other nonoperating revenue
Interest expense
Net Nonoperating Revenues
Increase in Net Assets

Net Assets, Beginning of Year

Net Assets, End of Year

See Notes to Financial Statements.
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Soil and Water Industrial
Conservation Development

District Corporation
S 300,000
123,222 64,172
385,037
240,028
33,853 4,620
1,082,140 68,792
469,862
454,809
18,316
61,863 27,787
1,004,850 27,787
77,290 41,005
6,277 821
5
1,998,387
8,565
(1,037)
14,847 1,998,171
92,137 2,039,176
1,023,426 685,570
$ 1,115,563 $2,724,746




$

Total
Component
Units

300,000

187,394

385,037

240,028

38,473

1,150,932

469,862

454,809

18,316

89,650

1,032,637

118,295

7,098

5

1,998,387

8,565

(1,037)

2,013,018

2,131,313

1,708,996

3,840,309
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COUNTY OF CORTLAND
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

Note 1 - Summary of Significant Accounting Policies

The financial statements of the County of Cortland, New York
have Dbeen prepared in conformity with generally accepted accounting
principles as prescribed by the Governmental Accounting Standards
Board (GASB). In June 1989 the GASB issued Statement 34 "Basic
Financial Statements-and Management's Discussion and Analysis-for
State and Local Governments" and Statement 35 "Basic Financial
Statements-and Management 's Discussion and Analysis-for Public
Colleges and Universities". These statements establish new financial
reporting requirements for state and local governments and public
colleges and universities throughout the United States. They require
new information and restructure much of the information that
governments have presented in the past. Comparability with reports
issued in prior years is affected.

The accompanying financial statements present the financial position
of the County and the various funds and fund types, the results of
operations of the County and the various funds and fund types, and
the cash flows of the proprietary funds. The financial statements are
presented as of December 31, 2010, and for the year then ended. The
financial statements include the various agencies and any other
organizations governed by the Cortland County Legislature.

A. Financial Reporting Entity.

The County of Cortland, which was erected in 1808, is governed
by County Law and other general laws of the State of New York and
various 1local laws. The County legislature, which is the legislative
body responsible for the overall operation of the County, consists of
nineteen elected 1legislators with each member's vote weighted on the
basis of population in the district represented. The Chairman of the
County legislature serves as chief executive officer and the County
Treasurer serves as chief fiscal officer of the County.

The County provides for the following basic services: Law
enforcement, educational assistance for County residents attending
community colleges, economic assistance, health and mental health
services, maintenance of County roads and general administration. All
government activities and functions performed for the County of
Cortland are its direct responsibility. No other governmental
organizations have been included or excluded from the reporting
entity.

The financial reporting entity consists of (a) the primary
government which is the County of Cortland, (b) organizations for
which the primary government is financially accountable, and (c)
other organizations for which the nature and significance of their
relationship with the primary government are such that exclusion
would cause the reporting entity's financial statements to be
misleading or incomplete as set forth in GASB Statement 14.
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COUNTY OF CORTLAND
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)
DECEMBER 31, 2010

The decision to include a potential component unit in the County
of Cortland's reporting entity is based on several criteria set forth
in GASB 14 including legal standing, fiscal dependency, and financial
accountability. Based on the application of these criteria, the
following is a brief review of certain entities considered in
determining the County of Cortland's reporting entity.

Component Units

The Cortland County Industrial Development Corporation is a
Public Benefit Corporation created by state legislation to promote
the economic welfare, recreation opportunities, and the prosperity of
the County's inhabitants.

Members of the agency are appointed by the County Legislature.
Although the County is not 1liable for agency bonds and notes, the
County has the ability to impose its will on the organization. The
operations of the Corporation are reported on the basis of accounting
as described in the note below. The Industrial Development Agency is
presented as a discretely presented component unit.

Based on the foregoing criteria, the accompanying combined
financial statements include the Cortland County Soil and Water
Conservation District as a discretely presented component unit.

The County 1legislature has declared the County to be a soil and
water conservation district in accordance provisions of the Soil and
Water Conservation District Law. Members of the Board of Directors
are appointed by the County legislature and administrative costs of
the district are provided primarily through County appropriations,
the District does derive other revenues and performs other activities
outside of the scope to the County's general oversight
responsibilities. The County has the ability to impose its will on
the Agency. The operation of the Agency is reported on the same basis
as proprietary funds.

Effective 01/01/04, the Cortland Tobacco Asset Securitization
Corporation was determined to be a component unit. Per GASB Technical
Bulletin No. 2004-1, the Corporation is fiscally dependent on the
County and the County votes a majority of the corporation's board.
Such component unit is reported by blending with the general fund of
the County since the Corporation's financing services are provided
soley to the County. The Securitization Corporation is blended into
the general fund operations of the County.
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COUNTY OF CORTLAND
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)
DECEMBER 31, 2010

2. Excluded From the Reporting Entity

The Tompkins Cortland Community College 1is an activity
undertaken Jjointly with another municipality and is excluded from the
financial statements. See Note 4 for additional disclosure regarding
the joint venture.

B. Government-Wide and Fund Financial Statements

The government-wide financial statements (the statement of net
assets and the statement of activities) report information of all of
the nonfiduciary activities of the primary government and its
component units. For the most part, the effect of interfund activity
has been removed from these government-wide financial statements.
Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-
type activities, which rely to a significant extent on fees and
charges for support. Likewise, the primary government is reported
separately from the 1legally separate component units for which the
primary government is financially accountable.

The statement of activities demonstrates the degree to which the
direct expenses of a given function, segment or component unit are
offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function, segment, or component
unit. Program revenues include charges to customers who purchase, use
or directly benefit from goods or services provided by a specific
function, segment, or component unit. Program revenues also include
grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function, segment
or component unit. Taxes and other items not properly included among
program revenues are reported instead as general revenues. Resources
that are dedicated internally are reported as general revenues rather
than as program revenues. The County does not allocate general
government (indirect) to other functions.

Separate financial statements are provided for governmental
funds, proprietary funds, and major component units.

C. Measurement Focus, Basis of Accounting
and Financial Statement Presentation

Government-Wide Financial Statements - The governmental-wide
financial statements are reported wusing the economic resources
measurement focus and the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Grants and
similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.
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COUNTY OF CORTLAND
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)
DECEMBER 31, 2010

Governmental Fund Financial Statements - The Governmental fund

financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of
accounting. Revenues are recognized as soon as they are both

measurable and available. Revenues are considered to be available
when they are collectible or soon enough thereafter to pay
liabilities of the current period. For this purpose, the County
considers revenues to be available if they are collected within 60
days of the end of the current fiscal year end. Principal revenue
sources considered to be susceptible to accrual include federal
grants, state grants, and sales and property taxes. Other revenues
have been accrued in accordance with generally accepted accounting
principles since they have been earned and are expected to be
collected within 60 days of the end of the period.

Expenditures generally are recorded when a liability is
incurred, as wunder accrual accounting. Modifications to the accrual
of accounting include:

- Employees' vested annual leave is recorded as an expenditure
when wutilized. The amount of accumulated annual leave unpaid at
December 31, 2010, has been reported only in the government-wide
financial statements.

- Interest on general long-term obligations is recognized when
paid.

- Executory purchase orders and contracts are recorded as a
reservation of fund balances.

- Debt service expenditures and claims and Jjudgements are
recorded only when payment is due.

Proprietary Funds and Component Units Financial Statements - The
financial statements of the proprietary funds and component units are
reported wusing the economic resources measurement focus and the
accrual basis of accounting, similar to the government-wide
statements described above. Proprietary funds distinguish operating
revenues and expenses from nonoperating items. Operating revenues and
expenses generally result from providing services and producing and
delivering goods 1in connection with a proprietary fund's principal
ongoing operations. Revenues and expenses not meeting this definition
are reported as nonoperating revenues and expenses.
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COUNTY OF CORTLAND
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)
DECEMBER 31, 2010

D. Fund Accounting

The accounts of the County are organized on the basis of funds
each of which is considered a separate accounting entity. The
operations of each fund are accounted for within a separate set of
self-balancing accounts that comprise its assets, liabilities, and
where appropriate, fund balance/retained earnings, revenues and
expenditures/expenses which are segregated for the purpose of
carrying on specific activities or attaining certain objectives in
accordance with special regulations, restrictions or limitations.
The various funds are summarized by type in the financial
statements. The following fund types and account groups are used:

1. Governmental Funds

Governmental funds are those through which most governmental
functions of the County are financed. The acquisition, use and
balances of the County's expendable financial resources and the
related 1liabilities are accounted for through governmental funds.
The measurement focus of the governmental funds is upon determination
of financial position and changes in financial position. The
following are the County's governmental fund types:

a. General Fund - The general fund is the principal fund and
includes all operations not required to be recorded in other funds.

b. Special Revenue Funds - Special revenue funds are used to account
for the proceeds of specific revenue sources (other than major
capital projects) that are legally restricted to expenditures for
specified purposes. The special revenue funds of the County include

the following:

County Road Fund - used to account for expenditures for highway
purposes authorized by Section 114 of the Highway Law.

Road Machinery Fund - used to account for the purchase, repair
maintenance and storage of highway machinery, tools and equipment
pursuant to Section 133 of the Highway Law.

Special Grant Fund - wused to account for various state and
federally aided programs and funds received under the Workforce
Investment Act.

C. Capital Projects Fund - used to account for financial resources
to be used for the acquisition of or construction of major capital
facilities (other than those financed by the Proprietary Funds).

2. Proprietary Funds

These funds account for those activities for which the intent of
management 1is to recover, primarily through user charges the cost of
providing goods or services to the county. The proprietary funds the
county uses are internal service funds which by accounting rules are
to be classified as governmental activities. The County's internal
service funds consist of the health insurance fund and workers
compensation fund.
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COUNTY OF CORTLAND
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)
DECEMBER 31, 2010

The County also wuses an enterprise fund for solid waste
activities including the County 1landfill operations and recycling
activity.

3. Fiduciary Fund Type

Trust and Agency Funds - used to account for funds held in trust
and subsequent distributions, transmittal or release to other
governments, individuals or to other funds.

4. Component Units

These entities are 1legally separate form the County but are
considered part of the reporting entity. These funds meet the
definition of both a component unit and that of an enterprise fund as
previously described.

5. Financial Statement Reporting Periods

The accompanying financial statements of the County are presented
as of December 31, 2010, and for the year then ended.

E. Property Taxes

County real property taxes are 1levied annually no later than
December 31, and become a lien on January 1. Taxes are collected
during the period January 1, to no later than November 30. Taxes for
county purposes apportioned to the area of the county outside the
City of Auburn are levied together with taxes for town and special
district purposes as a single bill. The towns and special districts
receive the full amount of their levies annually out of the first
amounts collected on the combined bills. The county assumes
enforcement responsibility for all taxes levied in the towns. The
collection of county taxes 1levied on properties within the City of
Auburn are enforced by the city; the county receives the full amount
of such taxes within the year of the levy.

Unpaid +village taxes and non-city school district taxes are
turned over to the county for enforcement. Any such taxes remaining
unpaid at year end are relevied as county taxes in the subsequent
year.

F. General Budget Policies

1. The County employs the following budgetary procedures:

a. No later than November 15, the budget officer submits a tentative
budget to the legislature for the fiscal year commencing the
following January 1. The tentative budget includes proposed
expenditures and the proposed means of financing them. The budget
is prepared on a departments basis.
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COUNTY OF CORTLAND
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)
DECEMBER 31, 2010

b. After public hearings are conducted to obtain taxpayer comments,

but no later than December 20, the legislature adopts the annual
budget.

c. All revisions that alter appropriations of any department or fund
must be approved by the legislature.

d. Budgetary controls are established for the capital projects funds
through resolutions authorizing individual projects.

e. No budgets are approved for the miscellaneous special revenue

fund, special grant fund, workers compensation fund and risk
retention fund.

f. No budget is established for the internal service funds
which were established to account for activities of the County
Motor Pool and Workers Compensation Funds. Revenues are derived
from related services.

2. Budget Basis of Accounting

Except as indicated below, budgets are adopted annually on a
basis consistent with generally accepted accounting principles.
Appropriations authorized for the current year are increased by the
amount of encumbrances carried forward from the prior year, if any.

Budgetary control for the special grant fund is established in
accordance with the applicable grant agreement which covers a period
other than the County's fiscal year.

G. Joint Venture

The Jjoint venture of the Tompkins Cortland Community College is
disclosed in the footnotes to these financial statements (see note
4), and 1is not included in the reporting entity, (see note 1A), nor
is it reported utilizing the equity method of accounting.

H. Inventories

Inventories of materials and supplies are determined by physical
counts. Inventories are valued at cost on the first-in first-out
basis.

I. Compensatory Absences

Compensated vacation absences are recorded as expenditures in
governmental funds when they are paid. The government-wide financial
statements present the cost of accumulated wvacation leave as a
liability. There is no liability for unpaid sick leave since the
county does not have a policy to pay this amount when employees
separate from service.
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COUNTY OF CORTLAND
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)
DECEMBER 31, 2010

J. Capital Assets

Capital assets , which include property, plant, equipment, and
infrastructure assets are reported in the applicable governmental or
business-type activities columns in the government-wide financial
statements. Purchased and constructed capital assets are valued at
historical cost or estimated historical cost. Donated fixed assets
are recorded at their fair market value at the date of donation.

Capital assets utilized in the governmental funds are recorded as
expenditures in the governmental fund financial statements.
Depreciation expense 1is recorded in the government-wide financial
statements, as well as the proprietary funds and component units in
the financial statements. Capital assets of the primary and the
component units are depreciated on the straight-line method over the
assets' estimated wuseful life. There is no depreciation recorded for
land and construction in progress.

K. Subsequent Events

The Organization has conducted an evaluation of potential subsequent
events occurring after the statement of net assets date through
September 26, 2011, which is the date the financial statements are
available to be issued. No subsequent events requiring disclosure
were noted.

Note 2 - Budget Compliance

During the vyear ended December 31, 2010, the County
overexpended appropriations for one 1line item in its budget. Debt
service appropriations were overspent $88,404.

Note 3 - Detail Notes on All Funds and Account Groups

A. Assets
1. Deposits and Investments

The County's investment policies are governed by state
statutes. The County's monies must be deposited in FDIC-insured
commercial banks or trust companies located within the state. The
Treasurer 1is authorized to use demand accounts and certificates of
deposit. Permissible investments include obligations of the U.S.
Treasury and U.S. Agencies, repurchase agreements, and obligations of
New York State or its localities,
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COUNTY. OF CORTLAND
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)
DECEMBER 31, 2010

Custodial Credit Risk - Collateral is required for demand
deposits and certificates of deposit at 105 percent of all deposits
not covered by federal deposit insurance. Obligations that may be
pledged as collateral are obligations of the United State and its
agencies and obligations of the State and its municipalities and
school districts.

The written investment policy requires repurchase agreements to
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 105 percent of the
cost of the repurchase agreement.

For purposes of reporting cash flow, cash equivalents are
defined as short-term, highly 1liquid investments that are both
readily convertible to known amounts of cash and near their maturity.
The proprietary funds Statement of Cash Flows presented on page 22
uses the direct method of reporting cash flows.

Deposits and investments at year-end were entirely covered by
federal depository insurance or by collateral held by the County's
custodial bank in the County's name. They consisted of:

Deposits. All deposits including certificates of deposit are
carried at cost.

Fund Bank Balance Carrying Amount

General $ 1,000,000 $ 1,000,000 Insured (FDIC)
Internal Service 250,000 250,000 Insured (FDIC)
General 712,294 800,000 Collateral Held
Special

Revenue 1,825,787 2,000,000 Collateral Held
Capital 523,023 600,000 Collateral Held
Internal Servicel,1l76,355 1,300,000 Collateral Held
Solid Waste 1,499,003 1,650,000 Collateral Held
Trust & Agency 1,646,302 1,800,000 Collateral Held

2. Property Taxes

At December 31, 2010, the total real property tax assets of
$5,439,546 are offset by an allowance for uncollectable taxes of
$150. Current year returned village and school taxes of approximately
$2,493,043 are offset by liabilities to the wvillages and school
districts which will be paid no 1later than April 15, 2011. The
remaining portion of tax assets is offset by deferred tax revenue of
$1,812,197 (and represents an estimate of the tax liens which will
not be collected within the first sixty(60) days of the subsequent
year.)
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3. Restricted Cash

Restricted cash of the general fund and solid waste fund of
$437,123 and $1,038,691, respectively, consist of cash set aside for
insurance reserve, capital reserve, and landfill closure and
equipment reserves.

4. Grants and Other Receivables

All receivables are shown at gross value since they are deemed
to be fully collectable. At December 31, 2010, Tompkins Cortland
Community College owes the County $4,019,120 which the County
advanced to pay for the College's master capital improvement plan.
The College will reimburse the County over a period years based upon
it chargeback income and other revenue sources with the annual
payback set at $285,000.

5. Capital Assets
Capital asset activity for the year ended December 31, 2010,

was as follows:
Primary Government

Balance Net
Beginning Additions Balance
of Year (Disposals) End of Year

Governmental activities

Nondepreciable assets:

Land $ 1,221,700 $ S 1,221,700
Construction in progress 7,736,614 (2,230,528) 5,506,086
Total nondepreciable assets 8,958,314 (2,230,528) 6,727,786
Depreciable assets:

Buildings and improvements 24,995,265 24,995,265
Machinery and equipment 19,255,951 1,425,265 20,681,216
Infrastructure 90,634,357 3,874,994 94,509,351
Total depreciable assets 134,885,573 5,300,259 140,185,832
Less accumulated depreciation:

Buildings and improvements 18,650,372 403,472 19,053,844
Equipment 12,169,050 1,427,653 13,596,703
Infrastructure 30,410,657 2,263,363 32,674,020
Total accumulated

depreciation 61,230,079 4,094,488 65,324,567
Governmental activities

capital assets, net $82,613,808s$(1,024,757) $81,589,051
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Business-Type Activities
Nondepreciable assets:

Land o] 176,300 S ] 176,300
Depreciable assets:

Buildings and improvements 2,303,685 2,303,685
Land improvements 19,325,777 584,187 19,909,964
Equipment and fixtures 2,366,033 48,196 2,414,229
Total depreciable assets 23,995,495 632,383 24,627,878
Less:

Accumulated depreciation: 10,545,563 518,695 11,064,258

Business-Type activities
capital assets, net $13,626,232 S 113,688 $13,739,920

Current period depreciation expense was charged to functions of the
primary government as follows:

Governmental activities:

General government support $ 315,818
Public safety 380,753
Health 29,506
Transportation 3,218,389
Economic assistance & opportunity 57,411
Culture and recreation 170
Home and community service 92,441

Total depreciation expense -

governmental activities S 4,094,488

Note all depreciation expense in the enterprise fund is for home and
community services.

Component Units Balance Net
Beginning Additions Balance

of Year (Disposals) End of Year
Nondepreciable assets:
Land S 209,818 § S 209,818
Business Park Development -0- 3,810,652 3,810,652
Depreciable assets:
Buildings and improvements -0- -0-
Equipment and furniture 17,260 17,260
Total Depreciable assets 17,260 17,260
Less accumulated depreciation: 17,260 17,260
Capital assets, net S 209,818 $ 3,810,652 $ 4,020,470
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6. Deferred Revenues

In the general fund deferred revenues consist of unearned grant
revenues of $831,539 and deferred tax revenues of $1,812,197. In the
special revenues fund it consists of $10,758 of unearned grant
revenues. In the capital projects fund deferred revenue represents
interest earned but not paid over to the general fund for debt

service. In the component units it represents unearned grant
revenues.

B. Liabilities
1. Pension Plan

The County of Cortland participates in the New York State
Employees' Retirement System (NYSRSSL). This 1s a cost sharing
multiple public employer retirement system. Obligations of employers
and employees to contribute and benefits to employees are governed by
the New York State Retirement and Social Security Law (NYSRSSL). As
set forth in the NYSRSSL, the Comptroller of the State of New York
serves as sole trustee, and administrative head of the Systems. The
Comptroller shall adopt and may amend rules and regulations for the
administration and transaction of the business of the systems and for
the custody and control of their funds. The Systems issue a publicly
available financial report that includes financial statements and
required supplementary information. That report may be obtained by
writing to the New York State and Local Retirement Systems, Gov.
Alfred E. Smith Office Building, Albany, NY 12244.

Funding Policy

The Systems are noncontributory except for employees who joined
the New York State and Local Employees' Retirement System after July
27, 1976 who contribute 3% of their salary. Under the authority of
the NYSRSSL, the Comptroller shall certify annually the rates
expressed as proportions of payroll of members, which shall be used
in computing the contributions required to be made by employers to
the pension accumulation fund.

The County of Cortland 1is required to contribute at an
actuarially determined rate. The required contributions for the
current year and preceding years were:

ERS
2010 $2,736,987
2009 $1,895,686
2008 $1,987,808

The County's contributions made to the Systems were equal to 100
percent of the contributions required for each year.
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Since 1989, The System's billings have been based on Chapter 62
of the Laws of 1989 of the State of New York. This legislation
requires participating employers to make payments on a current basis,
while amortizing existing wunpaid amounts relating to the System's
fiscal years ending March 31, 1988 and 1989 over a 17 year period,
with an 8.75% interest factor added. The County of Cortland has paid
this liability. There is no unpaid liability at December 31, 2009.

2. Post Employment Benefits Other Than Pensions

In addition to providing pension benefits , the County also
provides health care benefits and survivor benefits for retired
employees and their survivors. From an accrual accounting

perspective, the cost of postemployment healthcare benefits, like the
cost of pension benefits, generally should be associated with the
periods 1in which the cost occurs, rather than in the future years
when it will be paid. In adopting the requirements of GASB Statement
No.45 beginning with the year ended December 31, 2008, the County
recognizes the cost of postemployment healthcare in the year when
employees services are received, reports the accumulated liability
from prior years, and provides information useful in assessing
potential demands on the County's future cash flows. Recognition of
the 1liability accumulated from prior years will be phased in over 30
years, commencing with the 2008 liability.

Plan Description The County provides continuation of medical
benefits coverage to employees that retire under the New York
Retirement Systems at the same time they end their service to the
County. The plan is a single-employer defined benefit postemployment
benefit plan (OPEB). Based on the collective bargaining agreements,
the retiree and his or her beneficiaries receive this coverage for
the remainder of their 1lives. Healthcare benefits for non-union
employees are similar to those of wunion employees. The retirees'
share of the calculated premium cost ranges from 10% to 50% depending
on the retirement date and 1length of service. The plan does not
currently issue a stand alone financial report since there are no
assets legally segregated for the sole purpose of paying benefits
under the plan. For further information on the assumptions and
valuation see the separate published Retiree Medical Benefit Plan
report.

The number of participants as of January 1, 2010, the effective date
of the biannual OPEB valuation, follows. There have been no
significant changes in the number covered or the type of coverage
since that date.
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Active Employees 439
Retirees and survivors 261
Total 700

Funding and Accounting Policy The County pays for postemployment
health care benefits on a pay-as-you-go basis. These financial
statements assume that pay-as-you-go funding will continue. The
accrual basis of accounting is used.

Funding Status and Funding Progress The schedule of funding progress
presents multiyear (when available) trend information that is useful
in determining whether the actuarial value of plan assets, if any, is
increasing or decreasing over time relative to the actuarial accrued
liability. The following table sets forth the actuarial liability and

funded status of the plan as of January 1, 2010, the latest valuation
date.

Actuarial Present Value of Future Benefits

Current retired liability S 29,723,788
Actives eligible to retire 12,618,157
Active employees not yet eligible 23,376,015
Actuarial Accrued Liability (AAL) 65,717,960
Actuarial value of plan assets -0-
Unfunded actuarial accrued liability (UAAL) S 65,717,960
Funded Ratio -0-%
Annual Covered Payroll Not available
Ratio of Unfunded UAAL to Covered Payroll Not available

The following table summarizes the amortization of the unfunded
actuarial liability (UAAL) as of the latest valuation date.

Annual Required Contribution (ARC)

Amortization Period 30 Years

Amortization Discount Rate 4%
2010 Amortization of UAAL $ 3,654,307
Normal Cost 2,113,740
Catch up for new valuation 612,630
Interest 230,722
2010 Annual Required Contribution 6,611,399
2009 Contribution Made (2,930,014)
Increase in Net OPEB Obligation 3,681,385
Net OBEB Obligation at 12/31/09 6,789,357
Net OBEB Obligation at 12/31/10 $10,470,742
Percent of annual OBEB cost contributed 44%

-471 -



COUNTY OF CORTLAND
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)
DECEMBER 31, 2010

Annual Other Postemployment Benefit Cost The County's annual Other
Postemployment Benefit Cost (expense) 1is calculated based on the
annual required contribution (ARC), an amount actuarially determined
in accordance with the parameters of GASB Statement No. 45. The ARC
represents a level of funding that, if paid on an ongoing basis, is
projected to cover normal cost each year and amortize any unfunded
actuarial liabilities over a period not to exceed 30 years. For the
fiscal year ended December 31, 2010, the County's annual OPEB cost
(expense) of $3,681,385 1is not equal to the Annual Required
Contribution which is $6,611,399. Considering the annual expense as
well as the payment of current health insurance claims and premiums,
which totaled $2,930,014 for retirees and their beneficiaries, the
result was an increase in the Net OPEB Obligation of $3,631,385 for
the year ended December 31, 2010.

Actuarial Methods and Assumptions Projections of benefits for
financial reporting purposes are based on the substantive plan (the
plan as wunderstood by the employer and the plan members) and include
the types of benefits provided at the time of each valuation and the
historical pattern of sharing benefit costs between the employer and
plan members to that point. The unfunded actuarial accrued liability
is being amortized over 30 vyears on a level dollar basis. Payroll
costs were assumed to grow 4% annually.

In the January 1, 2010, actuarial valuation, the liabilities were

computed using the projected unit actuarial cost method and level

percent of pay amortization. The actuarial assumptions utilized a 4%

discount rate. Because the plan is unfunded, reference to the general

assets, which are short-term, was considered in the selection of the
% rate.

3. Compensated Absences

Pursuant to contractual agreements, the County employees are
entitled to accrue sick leave and vacation leave. An individual who
leaves the employ of the county is entitled to be paid for unused
vacation leave. Upon retirement, the unused sick leave may be applied
towards additional service credit pursuant to Sections 33 and 413 of
the Retirement and Social Security Law; therefore, no payments are
made for unused sick leave.

The expense for these fringe benefits is recorded in the applicable
governmental fund at the time the benefit is paid. The County has
computed the value of earned and unused vacation leave as of December
31, 2010 to be $1,592,607. This represents vacation earned in 2010
but not wusable wuntil 2011 and only after the employee has rendered
service to County in 2010. It is anticipated that this wvacation will
be used in 2010. In accordance with GASB No. 16, "Accounting for
Compensated Absences", the earned and unused vacation leave has been
recorded as a liability in the government-wide financial statements.
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4. Long Term Debt

a. At December 31, 2010, the total outstanding indebtedness of
the County aggregated $ 20,510,000. Of this amount, $20,510,000 was
subject to the constitutional debt limit and represented
approximately 16.9% of its debt 1limit. Note that this calculation
does not include the debt of the Tobacco Securitization Corporation.

Such debt was economically defeased from proceeds of tobacco
securitization.

b. Serial Bonds - The County, borrows money in order to acquire

land or equipment or construct buildings and improvements. This
enables the cost of these capital assets to be borne by the present
and future taxpayers receiving the benefit of the capital assets.
These 1long-term 1liabilities, which are full faith and credit debt of
the local government, are recorded in full accrual financial
statements.

At December 31,

2010 the detail of the County's outstanding
debt is as follows:

Original Interest Outstanding

Description Issue Rate Maturity 12/31/2010
Communication $ 500,000 3-3.7% 2012 ] 120,000

Real Property $ 500,000 4.37% 2019 355,000

Solid Waste S 365,000 3.5-4.0% 2011 75,000

Improvements $9,820,000 3.8-4.0% 2028 9,120,000

Improvements $11,310,000 4-4.75% 2032 10,840,000

Total Outstanding $ 20,510,000

Changes in debt for the year ending December 31, 2010, is as follows:

Governmental Funds Enterprise Total
Balance 12/31/09 $ 9,487,480 $11,792,520 $ 21,280,000
Principle payments (374,240) (395,760) (770,000)
New Issues -0- -0- -0-
Balance 12/31/10 $ 9,113,240 $11,396,760 $ 20,510,000

Future minimum debt service requirements are as follows:

Principal Interest
2011 815,000 867,120
2012 760,000 825,417
2013 735,000 802,960
2014 765,000 771,571
2015 795,000 738,494
2016-2020 4,520,000 3,141,676
2021-2025 5,420,000 2,095,751
2026-2030 5,210,000 869,724
2031-2032 1,490,000 74,338
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The Cortland Tobacco Asset Securitization Corporation has two
different bond issues outstanding. See Note 6 for a description of
these bonds.

5. Landfill Closure and Postclosure Care Costs

State and federal laws and regulations require the County to
place a final cover on its landfill site when it stops accepting
waste and to perform certain maintenance and monitoring functions at
the site for thirty years after closure. Although closure and
postclosure costs will be paid only near or after the date that the
landfill stops accepting waste, the County has set aside a portion of
landfill tipping fees to accrue funds for this future cost. At
December 31, 2010 the County has accumulated $398,024 for this future
cost. At this time the County has determined the estimated cost of
the 1landfill closure and postclosure costs to approximate $4,518,556.
Closure costs of the current operating area is $1,691,779. Annual
postclosure costs are estimated to be $144,220 which includes
operation maintenance, administration, water monitoring and leachate
management. Note that the long-term liability of $4,518,556 for the
landfill closure is shown in the solid waste enterprise fund.

C. Interfund Receivables and Payables

Interfund transactions between various governmental and
proprietary fund types occur during the fiscal year. Principally,
these transactions arise from operating subsidies, debt service
requirements, construction of capital assets, and Qquasi-external
transactions. Transactions that have not resulted in the actual
transfer of cash as of the end of the fiscal year are recorded as
amounts due from (fund receivable) and due to (fund liability) other
funds. For financial reporting purposes, current amounts due from
and due to the same fund are offset and the net amounts are shown in
the respective fund balance sheet. At the end of each fiscal year,
the amount of interfund receivables is equal to the amount of
interfund payables. The amounts of interfund receivables and
payables were $1,348,927 and consisted of the following interfund
amounts:

Amounts Due From Amounts Due To
Other Funds Other Funds

General Fund ] 173,881 S
Capital Projects Fund 610,567
Trust and Agency Fund 394,346
Solid Waste Fund 49,263
Internal Service Fund 1,175,046
Special Revenue Fund 294,751

Total $ 1,348,927 $1,348,927
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D. Interfund Transfers

Interfund transfers for the fiscal year ended December 31, 2010
consisted of the following:

Transfers In Transfers Out
General Fund S $5,157,634
Enterprise Fund 12,000
Special Revenue Fund 4,921,039 -0-
Capital Projects Fund 224,595 -0-
Total 85,157,634 $5,157, 634

E. Fund Equity

Reservation of Fund Balances - Special and Trust
Fund balances are reserved for specific purposes at year end.

The following details the reservations of fund balances at December
31, 2010.

Special Trust and Solid
General Revenue Agency Waste
Motel Occupancy Tax $114,685
Stop - DWI 89,215
Miscellaneous 3,543
Tax Stabilization 601,298
Insurance Reserve 253,334
Pension 591,807
Tobacco Corporation 825,568
Capital Reserve 183,788
Solid Waste Reserve 478,447
Total $2,663,238 S -0- $-0- S 478,447

Note 4 - Joint Venture

Tompkins-Cortland Community College

The Tompkins-Cortland Community College was established in prior
years by Jjoint action of the legislative boards of Cortland and
Tompkins Counties. The college operates under authority of Article
126 of the Education Law and the Rules and Regulations of the State
University Trustees. It 1is administered by a ten member board of
trustees, five of who are appointed by the legislative boards of the
two counties under an apportionment made between the two by the State
University Trustees. The college's annual operating budget is
subject to approval by both County legislative boards. Ownership of
existing capital facilities and capital expenses are shared in
proportion the the student population of each county. Subsidies to
meet operational expenses are shared in the ratio of resident
students in attendance.
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The County contributed $1,842,372 to the college in 2010 for
operations. The County also contributed $155,830 for debt service in
2010 for the College.

The County also advanced funds to the College for their campus
master plan and at December 31, 2010, the College owes the County
$4,019,120. These funds will be paid in the future under a long-term
payment plan.

All monies incident to college operations are received and
expended by the college treasurer except for those monies relating to
debt service for which the Counties, as sponsors, are responsible.
At December 31, 2010 the Counties were responsible for bonded
indebtedness of $11,724,065 of which Cortland's share is $1,758,000.

The following is an audited summary of financial information
included in financial information included in financial statements
issued for the college for the year ended August 31, 2010.

Total Assets S 658,139,603
Total Liabilities 42,736,077
Unrestricted Net Assets (883,355)
Other Net Assets 16,286,881
Total Revenues 2010 37,470,771
Total Expenditures 2010 39,447,337

Note 5 - Construction Commitments

At December 31, 2010 the County had the following commitments
with respect to material unfinished capital projects:
Estimated Remaining

Capital Project Financial Commitments
Airport Projects $ 450,000
Bridge and Road Projects 2,300,000

Total $ 2,750,000
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NOTE 6 - Cortland Tobacco Securitization Corporation

Nature of Organization

Cortland Tobacco Asset Securitization Corporation (The
Corporation) 1is a bankruptcy-remote 1local development corporation
created in July, 2001 under Section 1411 of the New York State Not-
for-Profit Corporation Law. The Organization was formed to raise
funds by issuing bonds, use those funds to acquire rights to future
proceeds from the settlement agreement with various tobacco companies
payable to the County of Cortland, and remain in existence during the

term of the bonds to collect the tobacco settlement proceeds and
service the debt.

The Organization is an instrumentality of, but separate and
apart from Cortland County, New York (the County). The Corporation
has a board of directors comprised of three directors, all but one of
whom shall be one or more of the following: an employee of the
County, an elected official of the County or a member of the County
legislature: and one director who shall be independent. Although
legally separate from the County, the Corporation is a component unit
of the County, and, accordingly, is included in the County's
financial statements as a blended component unit.

Pursuant to the Purchase and Sale Agreement with the County, the
County sold to the Corporation all of its future right, title, and
interest in the tobacco Settlement Revenues (TSRs) under the Master
Settlement Agreement (MSA) and the Decree and Final Judgement (the
Decree) . The MSA resolved <cigarette smoking-related 1litigation
between the settling states and claimants. The MAS provides for a
continuing release of future smoking-related claims, in exchange for
certain payments to be made to the settling states, as well as
certain tobacco advertising and marketing restrictions, among other
things. The Decree, which was entered by the Supreme Court of the
State, allocated to the County a share of the TSRs under the MSA. The
future right, title, and interest of the County's share were sold to
the Corporation.

The purchase price of the County's future right, title, and
interest in the TSRs has been financed by the issuance of serial
bonds. Excess TSRs not required by the Corporation to pay various
expenses, debt service, or required reserves with respect to the
bonds are transferred to the CTASC Residual Trust (the Trust), as
owner of the Residual Certificate. The County is the beneficial owner
of the trust and thus the funds received by the Trust will ultimately
transfer to the County. A Residual Certificate exists which
represents the entitlement to receive all amounts required to be
distributed after payment of the debt service, operating expense, and
certain other costs as set forth in the indenture. Payments of the
Residual Certificate from TSR collections are subordinate to payments
on the bonds and payments of certain other costs specified in the
indenture.
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Basis of Presentation

The accompanying financial statements have been prepared in
conformity with generally accepted accounting principles for
government entities as prescribed by the Governmental Financial
Accounting Standards Board as a blended component unit of the County.

Concentrations

The Corporation maintains cash in bank deposit accounts at a
financial institution. The Dbalances are insured by the Federal
Deposit Insurance Corporation up to $250,000. The balances, at times,
may exceed federally insured limits.

Cash and Cash Equivalents

The Corporation considers all short-term highly 1liquid
investments with maturities of three months or less to be cash
equivalents.

Revenue Recognition

Future tobacco settlement collections are contingent upon future
tobacco products sales subject to various adjustments as outlined in
the MSA. The Corporation recognizes revenue from tobacco proceeds
settlement collections as the collections are received. In addition,
an estimated receivable is accrued at year end for estimated product
sales from the preceding year.

Cash and Cash Equivalents

At December 31, 2010, the carrying amount and the bank balance on the
Corporation's deposits totaled $71,657. These monies are on deposit
with an FDIC insured commercial bank located in Cortland County.

Investments

Investments are reported at fair wvalue. The Corporation's
trustee holds investments for the funds included in the financial
statements. The Corporation invests in authorized investments as
described in the bond resolution such as commercial paper or finance
company paper; special time deposit accounts; certificates of deposit
and obligations of the United States of America.

All investments are insured, registered or held by the Corporation's
trustee in the Corporation's name.
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At December 31, 2010, investments are stated at fair wvalue, which
approximate cost, and consist of the following:

Cash and money market funds S 74,837
Commercial paper 776,831
Total S 851,668

Note that fair wvalue measurements under FASB ASC 820-10, which
establishes a framework for measuring fair wvalue, is under the
highest priority. Such priority is level 1 measurements, which use
unadjusted quoted prices in active markets for identical assets.

Tobacco Settlement Proceeds Receivable

This asset represents the wvalue of the tobacco settlement
proceeds that the Organization has recognized based upon the domestic
shipment of cigarettes (sales) at December 31, 2010 for the following
year. The receivable is estimated based upon actual tobacco
settlement payments received in 2010 since this is the method which
will most closely estimate the actual payments to be received in the
following year. No downdgrades or trapping events occurred in 2010,
so the estimated receivable appears to be reasonable.

Liquidity Reserve Requirement

Per the indenture, the liquidity reserve requirement is defined
as the" maximum annual scheduled Debt Service on the Senior Bonds in
the then current or any future Fiscal Year". The liquidity reserve
requirement as calculated by the Organization's consultant is
$776,831 and the amount of the reserves at December 31, 2009 are
$776,831.

Restrictive Securities Held in Trust

Tobacco proceeds are held in trust by Manufacturer's and
Trader's Trust (M&T) on behalf of the Corporation. M&T invests the
proceeds in a highly 1liquid, interest bearing securities, and
performs the transfer of the debt obligations upon the instruction of
Bond Logistix, the administrator retained by the Corporation.

Bond Trapping Reserve Requirement

In accordance with Section 6.4(d) (g) of the indenture and
Section 4.1(F) and (G), and to the extent contained in "Calculations
for the Tobacco Litigation Master Settlement Agreement" report, as of
the next distribution date, two trapping events have occurred and
neither is continuing. Consequently, the trapping reserve requirement
at December 31, 2010 is $0.
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Bonds Payable

The first bonds issued were issued on August 3, 2001 as part of
the New York Tobacco Trust/Tobacco Settlement Pass-Through Bond
Series 2001. Face value of the bonds issued was $10,640,000. The
bonds were sold at a discount of $123,538, for a net issue price of
$10,516,462. The discount will be amortized over the maturity period
of the bonds using the straight-line method. For the year ended 2010
the discount amortized amounted to $4,751. The unamortized discount
was $ 85,775 for the year ended December 31, 2010. The bonds mature
from June 1, 2006 wuntil June 1, 2043 under term restructuring and
from June 1, 2002 until June 1, 2027 under the super sinker payment
schedule. Interest on the bonds ranges from 4.27% to 5.75%

The second bond issue was issued November 29, 2005 and are
capital appreciation bonds. These bonds are subordinate bonds to the
original issue bonds detailed above and cannot be defeased until the
original issue bonds are paid in full. These bonds were issued in
different series with different interest and maturity rates. These
bonds shall accrue interest at their stated rates from the Series
2005 Delivery Date, which interest shall accrue and not be payable,
compounded semiannually, until maturity. Interest accrued for the
year ended December 31, 2010 was $227,474. During 2010 no principal
payments were made and no interest payments were made. The value of
the bonds increase based upon the interest accrued over the life of
the bonds. The total value of the bonds issued at November 29, 2005
were $3,099,929.

The total bonds outstanding at December 31, 2010 are as follows:

Issue Final Interest Balance

Date Maturity Rate December 31, 2010
Series 2001 8/01 6/27 4.3- 5.75% $ 8,890,000
Series 2005 11/05 6/60 6.0- 7.15% 2,827,986
Add: Accretion 868,358

Value of

2005 Bonds 3,696,344
Total S 12,586,344

Note that the defeasance of these bonds is expected to occur
before the stated maturity dates based upon the expected revenue
stream from the tobacco settlement proceeds. These bonds can be
defeased on or after June 1, 2015. There is a prepayment premium for
payment before May 31, 2016 of 102% of the accredited value and for
payment between June 1, 2016 and May 31, 2017 a premium of 101% of
the accredited value. After May 31, 2017 there is no premium for
prepayment.
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The annual activity for 2010 is as follows:

Total

Series 2001 Bonds Payable

Series 2005

Balance 12/31/09 $ 9,110,000 $ 3,468,870 $ 12,578,870

Principal Payments (220, 000) -0- (220, 000)
Accretion, net of
interest paid 227,474 227,474

Balance 12/31/10 $ 8,890,000 $ 3,696,344 $ 12,586,344

Future debt
the Super
since the
payment schedule
debt service
as follows:

Sinker

service

payment

beginning of the

schedule,
debt

requirements for the 2001 bonds are shown under

which the Corporation has used
retirement. The non Super Sinker
is not shown since it has not been used. The future
requirements under the Super Sinker payment schedule is

Principal Interest Total

2011 3 300,000 $ 492,350 792,350
2012 325,000 475,638 800,638
2013 325,000 458,138 783,138
2014 340,000 440,003 780,003
2015 355,000 410,094 765,094
2016-2020 2,350,000 1,757,294 4,107,294
2021-2025 3,310,000 936,832 4,246,832
2026-2027 1,585,000 87,831 1,672,831

$ 8,890,000 $ 5,058,180 $13,948,180

The cost of
provides mno future
the original bond

issuing the bonds has been expensed because its
benefit to the Organization. The total costs of
issuance were $337,672 and these costs were
expensed in the period ending December 31, 2001. The total costs of
the 2005 issue were $165,459 and these costs were expensed in the
period ending December 31, 2005.

The series 2005 Bonds are capital appreciation bonds, upon which the
investment return on the investment principal is reinvested at a
compounded rate until maturity. There are no scheduled principal and
interest payments on these bonds other than their respective maturity
dates, at which time a single payment is made representing principal
and investment return. Such payments are as follows:

Principal Interest Total
Series S1 payable June 2038 $ 713,160 $ 2,947,369 $ 3,660,529
Series S2 payable June 2050 730,966 9,197,816 9,928,782
Series S3 payable June 2055 649,493 16,117,354 16,766,847
Series S4A Payable June 2060 734,367 32,192,723 32,927,090

Total $2,827,986 $60,455,262 $ 63,283,248
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The following is a summary of the amount of accretion on the Series

2005 capital appreciation bonds assuming the projected debt service
amortization:

2011 ] 242,475
2012 258,468
2013 275,525
2014 293,711
2015 312,765
2016-2020 1,904,523
2021-2025 2,623,703
2026-2030 3,616,340
2031-2035 4,987,105
2036-2040 6,181,854
2041-2045 8,024,531
2046-2050 10,540,819
2051-2055 10,710,689
2056-2060 9,614,396

Future Total Accretion 59,586,904

Cumulative Interest 12/31/10 868,358

Principal 12/31/10 2,827,986

Estimated Total Debt Service $63,283,248

Concentration of Credit Risk

During 2001, The Corporation purchased the rights to receive
TSRs from the County of Cortland, New York. There are a number of
risks associated with receipts of such TSRs, including litigation
affecting participating manufacturers and possible bankruptcy as a
result thereof, and future adjustments to the calculation of the
TSRs. The Corporation's financial existence 1is contingent upon
receiving TSRs from the tobacco manufacturers.
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