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Executive Summary

This documen\:t is the Annual Report of the Chautauqua, Cattaraugus,mylegal Steuben Southern
CASNI 9EGSYaAz2y wlkAENRBIR ! dziK2NAGe OKSNBAY a{2dziKS$S
Pdz K2NRG@E 00X LINBLINBR F2NJ GKS OFf SYRI6NJ I yR 02 N1J2 N.

This Annual Report is prepareddor G A aF& GKS NBIdANBYSyGa 2F {¢9w! Qa
Authorities Law, the Public Authorities Accountability Act, the Public Authorities Reform Act, and other
relevant laws.In all matters and in all of its corporate operations, STERAtteas@ed to operate in

compliance with the requirements of these statutes.

STERA intends that this Annual Report will be a public informational document providing information

I 62dzi { ¢ 9 w!activiyefRdurfng D@ Thi3 &eportis submitted to Nev York State, to the four
affected New York State counties (Chautauqua, Cattaraugus, Allegany, and Steuben Counties of New
York State), to the Southern Tier West Regional Planning and Development Board, and to the Seneca
Nation of Indiansltalsoispudl 8 KSR 2y { ¢ 9ww.cEudsterd. .80 andiishalvaiablé directly
from STERA.

Corporate Operations

In 2016, STERA continued its corporate operations, holding an active meeting calendar with all Board
and ommittee meetings open to the public and properly noticé®iTERA held its annual meeting on

June6, 2016, with the election ofBoard Officers and Corporatdfi@ers taking place at thaheeting

The Boardfficers (the Chairman, the Vice Chairman, anel 8econd Vice Chairman) and Corporate

Cfficers (the Chief Executive Officer, the Chief Financial Officer, and the Secretary) elected at that annual
meeting will hold office until the next annual meetinBoardOfficersand CorporateOfficers are not
employees of STERA and do not draw a salary from STTERERBoard members also do not draw a

salary from STERA for their function as Board memb@&msardOfficers are members of the STERA

Board of DirectorsThe Chief Executive Officer and the Secretaieynot members of the STERA Board

of Directors. The Chief Financial Officer is a member of the SBeR#Al of Directors.

During2016, STERA experiencedmeleadership transition, as th€hief Financial Officewho hadeft
the Board as of December 3015 was replaced by successoelected inJune 2086.

STER® Binancial Condition

{¢ow! Qa4 FAYIl yOAI teceasein deSagsety i Z®, priyiaRilk 43 la teSult df

depreciation exceedingroperty improvements made to the rail lines owthby STERAOver time,
whenO2y aA RSNBR ¢ A ( Kincseasgsnriacyehasgs@net hssets (th@ difierence between
assets and liabilities) are one indicator of the improvement or ergs@spectivelypf an organiza A 2 y Q &
overall financial healthDuring 208, STERA hathegativenet income, owing primarily toeduced

capital projectgrant revenue. Howeverash flow wagpositivefor 2016, reflecting timing differences

related to revenues and expenditures on capital rehabilitation projeEts additional detail, ple@ssee

the Audited Financial Statements, includegkrein, beginning on pagerl

In March 20%, STERA received a clean aQaitqualified opiniorindicating no deficiencies in internal
control) for the year ending December 31, R 1Please refer to the Autd Financial Statements,
included herein, beginning on pagé.1
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Railroad Operating Activity

In 2016, railroad operating activity continued on both the Southern Tier Extension Railroad Line and
Buffalo Line, the two railroad lines with which STERA wiigety involvedduring 2A.6. During 208,

STERA was in title to the real estate assets on certain portions of both of theseNimréslk Southern
Corporation continued to operate on both lines under a lease arrangement with STERA, and Western
New York& Pennsylvania RailroatlL&ontinued to operate on both lines under a sidase

arrangement with Norfolk Southern Corporatiom 2016, freight carload volumeslecreasedL6%from

2015, in synch with the national depression in railroad volum@&$.paricular note is a reduction of 668
carloads of petroleum distillatemnda reduction of over 700 carload$ fracking sandn Pennsylvania
Carload volumesemainedbelow historical maximéboth preSTERAand A y 3 { ¢ 9w! Q& 2 6y SNJ
periods) STERA beles its overall goal of increased rail carload shipping volumes by all indications will
be restored in 2017 The longer term decrease in total system carload shipping volumes from historical
maximums is a shortcoming that STERA hopes can be addresseditig gears.

STERA Capital Project Activity

The tworailroad lingt 02 Y LINR & A y 3 coftidue tw exPelience drigding Yeterioratias a

result ofthe passage of timdreight traffic on the linesand exposure to weatherAdditionallya prior
owner (Conrai) had deferred any maintenance on the line (and in fact had removed line assets for use
elsewhere in its system) for over 25 yeafsccordingly, STERA has pursued a strategn@gding repair

/ maintenance / mitigation / improvemenof the ralroad lines that it ownsThecumulative effect of
theseSTERA and/estern New Yor& Pennsylvania Railroad, L{t@rein WNYPRmprovement
progranshas been to restore alegments of the twoailroadlinesto service, to make needed repairs
to enable thetwo lines to carry commercial freight in a safe and commercially viable fashion, to work
toward increasing (and maintaining) traffic speeds toward 25 miles per hour ontaittolines (with

some sections at 40 miles per hour, and also with exceptiomglareas that occasionally are flagged
for 10 mile service until repairs can be made), amdiork toward developing a standard car weight
capacity of the line at 286,000 poun(@£.,the federal standaryi

{ ¢ 9 wadilreadlline rehabilitation and impreement activities and other capital investment projeate
limited by funding constraints at the state and federal government levels, and by matching funds
availability (Matching funddor state/federal funddor construction projects typically are prioled to
STERA bhe WNYR)

During calendar year 2@] STERA&ompletedfour rehabilitation projects thahad been funded in a prior
year, as follows:

Capital Construction Projects Completed as of December 31, 2016
A. FEMA Project

As a result of a May 20Btorm event. STERA sustained storm damage at 47 locations in four

New York State counties on the Southern Tier Extension railroad line. FEMA had declared a
disaster in these counties (FEM#AL80DRNY), which made STERA eligible for funding from

FEMA andhe NYS Department of Homeland Security and Emergency Services (DHSES) to assist
in the repair of these damages, and to assist in the mitigation of additional damages that might
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be caused by future storm events at certain specific locations. WNYP prakiegimaining
required matching funds. The project began in 2014, and all work was completed in 2015. As of
December 31, 2016, STERA is in the process of closing this project out with FEMA.

B. Bridge Rehab and Track Realignment Project

STERA had received SIMOT 2005 Bond Act funds for the realignment of track from a bridge

that in recent years had been in service to an adjacent bridge that in recent years had not been
in service. WNYP provided the required matching funds. This project is located in threeFalc

area in Chautaugua County on the Southern Tier Extension line. The goal of the project was to
improve safety and track speeds, which would further improve competitiveness of rail service.
Further, the project was part of an overall strategy to ralse ¢éntire Southern Tier Extension
Railroad line to a 286,000 Ib. capacity specification faxlk rail cars. The project replaced a

bridge in need of major repair that had only a 273,000 pound per carload weight capacity with a
bridge (the bridge placedatk into service) that has a 315,000 pound per carload weight

capacity (above the industry standard of 286,000 pounds); it was the last remaining 273,000
poundper-OF N 21 R 6 NAR3IS Ay GKS ftAySod ¢KS LINR2SOi
objectives havdeen completed; the realigned route and bridge crossing were placed back in
service in November 2013. Secondary goals of installation of additional welded rail and 1,200
ties and the improvement of a switch serving the RHI Monofrax siding in 2 Falcsoer al
subsequently have been completed. Installation of 5,000 ties and ballast has been completed.
STERA utilized all of the funds remaining that could be used within the geographic bounds of the
original project scope. As of December 31, 2016, STERAIimgwmseout by NYS DOT.

C. Tie Installation and Grade Crossing Repair Project

STERA had received NYS DOT PFRAP funds for the installation of 8,000 ties and the repair of four
grade crossings on a section of the Buffalo line located between Olean amilPort

(Cattaraugus County). WNYP provided the required matching funds. The goal of the project was
to improve safety and track speeds, which would further improve competitiveness of rail

service. Further, the project was part of an overall strategy to taairthe Buffalo line at a

286,000 Ib. capacity specification foasle rail cars. The project also will serve customers

located on the Buffalo line in Pennsylvania. WNYP provided engineering, construction, and
construction inspection services on this t@tt (augmented by engineering review and

inspection review by NYS DOT). WNYP engaged one or more third party private sector
construction contractor(s) to provide certain construction services undeicsultract to WNYP.

All of the work on this project lthbeen completed as of the end of 2015; however, additional
project funds remained, and STERA received approval from NYS DOT to extend the project
deadline through the end of 2016 so as to complete additional project work elements to better
serve rail shipers on the line. STERA used the extension and unspent funds to rehab four
additional grade crossings on the Buffalo line north in the Olean area (Back Hinsdale Road,
Oregon road, Haskell Road, and Promised Land Road), and install (approximately $25,000 o
additional ties. As of the end of 2016, all work has been completed, and there should be less
than $15,000 remaining of project funds. As of December 31, 2016, STERA is awaiting closeout
by NYS DOT.

D. Cattaraugus County Rail Rehabilitation Project

Page3
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STRA had received NYS DOT PFRAP Act funds for tie replacement, track alignment, and grade
crossing and turnout rehabilitation between Olean and Killbuck in Cattaraugus County, NY on
the Southern Tier Extension Railroad Line. WNYP provided the required mgafichds. The

project involved the replacement of 10,000 ties, the installation of approximately 12,000 tons of
ballast, the raising/surfacing/aligning of track and turnouts, the rehabilitation of thregrade
crossings, and the rehabilitation of elevemnouts along 12 linear miles of railroad line

between Olean and Killbuck. The goal of the project was to improve safety and track speeds,
which would further improve competitiveness of rail service. Further, the project was part of an
overall strategy taaise the entire Southern Tier Extension Railroad line to a 286,000 Ib. capacity
specification for 4axle rail cars. WNYP provided engineering, construction, and construction
inspection services on this contract (augmented by engineering review ancttimpesview by

NYS DOT). WNYP engaged one or more third party private sector construction contractor(s) to
provide certain construction services under subcontract to WNYP. All project work has been
completed. As of December 31, 2016, STERA is awaitsepatcby NYBOT.

As of December 32016, STERAad one activeehabilitation project as follows:
Capital Construction Projects Active as of December 31, 2016
A. Track and Bridge Rehabilitation Project

In August 2015, STERA had submitted an applicaidtyYS DOT for PFRAP grant funds, with
matching funds to be provided by WNYP. The project would involve replacing 8,000 linear feet
of welded rail in Carrolton in Cattaraugus County, and repairing three bridges in Jamestown, one
bridge in Salamanca, and@bridge in Olean. All work except the Olean bridge is to be done on
the Southern Tier Extension; the Olean bridge is on the Buffalo line. The goal of the project is to
improve safety and track speeds, which would further improve competitiveness of maese

Further, the project is part of an overall strategy to raise the entire Southern Tier Extension
Railroad and Buffalo lines to a 286,000 |b. capacity specificationdrledrail cars. The bridge

repairs specifically are intended to improve safefiated to bridge integrity (reducing impacts

2y LISRSAUNAIyakKAIKglIe GSKAOf Saved {¢ow! Qa AydS
provision of engineering, construction, and construction inspection services on this contract
(augmented by enginearg review and inspection review by NYS DOT). WNYP may engage one
or more third party private sector construction contractor(s) to provide certain construction
services under subontract to WNYP; interested potential subcontractors may contact STERA
and/or WNYP directly. In late 2016, STERA received a contract from NYS DOT funding a portion
of the project. The proposed timeline for the project is that the project will begin in 2017, and

be completed in 2017.

As of December 32016, STERAad two proposedapital projects, including onehabilitation project
and one new construction project, as follows:

Capital Construction Projects Currently Proposed as of December 31, 2015
A. Olean Enginehouse and Yard Improvement Project

In late 2016, STERA submittedrant application to NYS DOT for the 2016 PFRAP funding cycle.
The project would involve improvements to the enginehouse in the Olean yard, installation of a

Paged



yard video security system, the installation of 6,000 6x8 ties in the Olean yard, and the
replacenent of 8 switches in the Olean yard. The work would be done on the Southern Tier
Extension Line. The goal of the project is to improve safety and track speeds within the Olean
Yard, which would further improve competitiveness of rail service. Furtheprbject is part of

an overall strategy to raise the entire Southern Tier Extension Railroad and Buffalo lines to a
286,000 Ib. capacity specification fowdle rail cars. The enginehouse improvements specifically
are intended to improve safety and prodiwty related to operations within the enginehouse.
¢tKS &SOdNAiGe deaidSY Aa AYyiSyRSR (2 AYLINRB@S Llz
intention is to contract directly with WNYP for the provision of engineering, construction, and
construction inspedobn services on this contract (augmented by engineering review and
inspection review by NYS DOT). WNYP may engage one or more third party private sector
construction contractor(s) to provide certain construction services undercsulract to WNYP;
intereged potential subcontractors may contact STERA and/or WNYP directly. If funded, the
proposed timeline for the project is that the project will begin in 2017, and be completed in
2017.

. Proposed Transload Facility Project

In March, 2006, the Southern TMfest Regional Planning and Development Board, using

funding provided by NYSDOT, USDOC EDA, and WNYP, began a feasibility and site selection
study relating to the phased construction and operation ofinéghway freight transfer facility

to be located somehere along the NYS 3 portion of the Southern Tier Extension Railroad Line.
The first phase was to involve construction of a transload facility, with potential future phases if
justified by freight volume and market demand, to involve satellite marine iteatfinland port
designation, intermodal container operations, and a nearby business or industrial park
development. The study demonstrated commercial viability for the first phase transload facility
and also recommended location of the transload facdityhe WNYP rail yard in Allegany, New

York (Cattaraugus County). This study report is available at
www.southerntierwest.org/html/publications.htmin January 2009, the Southern Tier Wes

RP&DB, as part of the feasibility and site selection study project, undertook a preliminary
engineering study for the construction of the proposed transload facility at the Allegany NY rail
yard site. This engineering report, along with technical appsrg]iis available at
www.southerntierwest.org/html/publications.htmBased upon these studies and the express
indication by NYS DOT that it would encourage and help fund the constroétiba first phase
transload facility, STERA would like to undertake the project, either by (a) constructing and
owning the facility, with operation to be leased to a third party private sector company to be
selected at a later date, or by (b) work witlpavate developer that would construct and either
26YyKk2LISNIF S 2N 26ykfSIFasS GKS FFrOAftAGe (G2 ly2(K
build the transload facility in phases, as construction funds became available. STERA is currently
in the process of seeking funding to undertake the construction of the first phase transload
facility. When STERA obtains construction funds, it will procure engineering consulting services,
undertake environmental analysis, secure site control, undertake engirggdasign, and begin
O2yailiNHzOGA2Yy ® {¢9w! g A ftrélated ivices untl zlingisGriherdl ¥ 2 NJ |
for this project.
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Descriptionof the Authority

STERA is a local public authority created by the State of New York in 2000 in edspooisie rule

resolutions passed e Legislatures d€hautauqua, Cattaraugus, Allegany, and Steuben Counties of
New York State. STERA is comprised of a 14 person Board of Directors. Three directors are appointed
by each of the four counties, one diter is appointed by the Southern Tier West Regional Planning and
Development Board, and one director is appointed by the Seneca Nation of Indians. The director
appointed by the Seneca Nation of Indians is a-woting membey the only such notwvoting menber.

This Annual Report contains extensive information about the Autharityi K S | Baér&Kd NR ( & Qa
Directors, the Authority Board officers and corporate offio@nsluding biographical informationjhe
structure of the organization (including commigi®, subsidiaries and affiliategnd the programs and
projects of the Authority STERA has no subsidiaries or affiliates.

Copies of the STERA enabling legislation, corporate byaess releasesneetingagendas and
minutes, corporate policies, finaiat statements and reporfsand other relevant documentsay be
F2dzy R 4 { ¢ 9 w! Chip://éBviccasstera.&F Thes& doiidents dlso are available
directly from STERACertain of these documentdsoare included in tis Annual Report

Themissionof the Chautauqua, Cattaraugus, Allegany, and Steuben Southern Tier Extension Railroad
Authority is to fulfill the purpose for which it was created by the New York State Legislature and to
achieve its selprescribed goals.

A. Thepurposeof the Chautauqua, Cattaraugus, Allegany, and Steuben Southern Tier Extension
Railroad Authority, as indicated by the New York State Legislature in creating it, is "to preserve
and enhance the system of railroads serving Chaguia, Cattaraugus, Allegany, and Steuben
Counties in NYS and Warren and Erie Counties in the Commonwealth of PA, so as to insure a
healthy economy for these countiés

B. Thegoalsof the Chautauqua, Cattaraugus, Allegany, and Steuben Southern Tier Extension
Railroad Authority are to encourage an operating railroad that provides adequate rail service, to
increase rail shipping carload volumes, to catalyze opportunities for additional business
expansion and development based on rail service, to achieve impfanetional performance
of the rail lines through rehabilitation effortsy) encourage safe railroad operatiorand to
achieve a clean audit report and NYS ABO compliance report.

THsYA &daAzy aidl dSYSyd Ay 02 Nlakdhiovids StandaikdS forlfutzie K 2 NA G & Q&
performance measurement and evaluation. This Annual Report contains a more detailed discussion in

this area, including formal statement of the mission (purpose and goals), a list of stakeholders and

their expectations, and a stateent of measurement standards for sefaluationof performanceby

STERAThis Annual Report also includes a-&sihluation Repotfior the year ending December 31,

2016, prepared by STERSIng these measurements standards

{¢ow! Q& 02 Nldarmeitlif&usloOnioisibkt lina rdioadshe Southern Tier Extension
Railroad Line and the Buffalo Linke. the future, howeverSTERA hopes to broaden its perspective
toward, if not its active involvemerwith, the other short lines and main lineperatingin the
southwestern New Yorkegion.
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former Erie Lackawanna mainlinghat runs between Corry, Pennsylvania and Hornell, New Yiirk.

Souhern Tier Extension has interconnections with other rail lines at each end and at various points

along the line.The Southern Tier Extension provides direct service to the Citésrof,Jamestown,

Salamanca, Olean, and Hornell, and the Village ofswé#l and other smadr villages and towns along

the line.

The Buffalo Line is a 4file long rail line that runs between Machias Junction in Cattaraugus County,
New York and the Pennsylvania State line at Portville, New YbekBuffalo Line also has
interconnections with other rail lines at each entlhe Buffalo Line serves the City of Olean and other
smallervillages and tens along the line in New York.

The Southern Tier Extensibmeand the Bufélo Line intechangein Olean.

{¢cow! Qi @EadBaid ofi a démdrandum afyreementexecuted in June 1998 I8outhern Tier
West Regional Planning and Development Bphiglv York State Department of Transportation, Norfolk
Southern Corporation, and Pennsylvania Lines LLC. This agreement wagltlet pfgears of study

and evaluation of the Southern Tier Extension Railroad Line by thé&wrYork Stateounties,

followed by approval of the strategy embodied in the agreement by the property taxing jurisdictions
(counties, cities, villages, towrs;hool districts)n New York Stata which the railroadight of way is
located The line was mostly dormanttine years immediately prior t@998, with only 40 miles in
serviceonecustomer, and less than 75 carloads of traffic per yestthat time, and for years before
1998 the linehad been expected to be formally abandonggdits therowner Conrail soon after

I 2y NIF AfQa 20f A3 (A 2-yeede@serbice pn tHe liné exfirdd inv1IOIBwas furthef | &
expected that pon formal abardonment, Conrail would removéhe rail, ties, switches, ballagsind

other physical assets and salvagem for scrap Should this have come to passnpleeconomics
dictated thatan operatingailroadline neverwould be reinstalledon the Southern Tie Extension
Railroadright of way

The June 1998 memorandum of understanding was intended to provide a framework that not only

allowed for the salvation of th€outhern Tier Extension Railrolimk from abandonment, but also

guaranteed a minimum level operating service andatalyzedhe return of the line to active local and

mainline through service. To summarize certain salient features of the June 1998 agreement, the

agreement provides that the ownership of the physical real estate capital assis iEilroadg the

land, track, ballast, switches, sidings, grade crossings; atould be transferred by Norfolk Southern
Corporationto an entity to be created (i.e., what eventually would beco8ERYor a term of years,

after which ownership wouldevert to Norfolk Southern. During the period of ownership by STERA,

Norfolk Southern would lease operating rights from STERA, in order to be able to operate trains on the
railroad line. Further, the agreement provided that during this period of yeandpl¥ Southern agreed

to provide service on the line andhdertake certairmaintenanceduties onthe line. Ownership by

STERfa tax exempt local public authorityould mean that there would be no property taxes paid on

the linec this elementwasagredal to by all ofthe affectedtaxing jurisdictiong but Norfolk Southern

agreed to pay an escalating payment in lieu of tgkes, a PILOT paymenit) STERA in the lastveral

@SIENR 2F {¢9o9w! Qd 26y SNRAKALID auteeSsarinduceméhnd Slgifolk 2 ¥ NB I
Southern to keep the line in place as a functioning railroad Andthe primary reason focreating and

involving STERA. The rationale was thatabatement of taxeswoultl 2 4 SNJ 6 KS NI Af NI R 2
operating costsproviding an incentivefor the railroad operator to operate the line and build traffic on

the line. The former owner of the railroad line, Conrail, had considered the line redundant to its
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Pennsylvania mainline, and when Norfolk Southern obtained ownership bflineis,Norfolk Southern

faced this sameedundancy. This was the reason that the four counties expected Norfolk Southern to
formally abandon the line whemwasto become legally empowered to do 801998 after acquiring

I 2 Y NI A f Byxembvigdh® firéperty tavburden to Norfolk Southerrtotal ownership costs were

low enough that it was possible to conceive of operating advantages, including new freight traffic, which
could be obtained by aggressively operating the line.

A secondary reason finvolving STERA the strategy to save and resuscitate tBeuthern Tier

Extension Railroad line & { ¢9w! Qa St AIA0AfAGEe F2NI NBOSAQGAy 3 {1
2T GKS NIAfNRBIR fAYySO ¢ KS it dbrfe B mdntehakog Gdhe ling 2 NI S N.
for 25 years, and in fachatcertain locations on the line Conraittuallyhad removedassets from the

line (e.g., switchesignals etc), using them elsewhere in its systef@onrail had effectively shut down

service and operations on other sections of the line, and those sections then fell into a state of disrepair

so significant thaservice could not be offered on those sections even if Conrail had wanted to offer it.

So anotherationalefor the 1998 agreemenwas the ability to utilize the pubHprivate partnership

between Norfolk Southern and STERA to rehabilitate the railroad line so that it was in good operating
condition.

As was indicated above, STERA was created by the State of New York iniggf}értent the intent of

the 1998 memorandum of understandin@he transfer of ownership from Norfolk Southern to STERA

and the lease of operating rights to Norfolk Southern by STH&RAvere consummated in February

2001, and in April 2001, Norfolk Southern dalsed its operating rights to the Western New Y&rk
Pennsylvania Railroad Company LLC (WNYP), retaining the authority to operate trains on the line itself.
Under the terms of the sulease, the obligation to provide service and maintenance and to make
operating payments was transferred to WNYP. Per the terms of the original 1998 agreement, the ability
to sell or lease any portion of the real estate assets was retained by Norfolk So(dheia limited

form ofthis right was transferred to WNYP in theblease agreement Accordingly, STERA does not

have any rights to undertakeal property transfers of any part of the line.

In February 2007, STERA approved the extension of thenesstine abatement through 2@] with

the PILOT due in 2009, 204Ad 2011 being shifted to 2@12015, and 208, at 33%, 66%, and 100% of

taxesdue per New York State S f t NP LISNIié ¢ E [ | 4 Whichhbdibkcorhe3awn = ¢ A (i
since the execution of the 1998 memorandum of understanding, and whdllcedreal estate tars on

all rail lines in New York State through a series of adjustments to the statutory formula for calculating

railroad tax ceilings At the same time, STERA approved entering isidarsale and leaseback

transaction with Norfolk Sotiern Corporation on the nortisouth Buffalo line between Machias

Junction and the Pennsylvania state line, with an abatement thr@0d8, with a PILOT i2014, 2015,

and 205 at 33%, 66%, and 100% of taxes, under the condition that Norfolk Southernietaterlong

term sublease of that line with WNYPhis arrangement on the Buffalo Line was implemented as an
amendment of the 1998 MOUAnN additional provision containedtinis amendmentgreementwas an

increase in the annual administrative fee paidNorfolk Southern Corporation to STERA from $20,000

to $40,000. The federal Surface Transportation Board approved the rsotlth line arrangement, and

WNYP began operating trains on the nesibuth line in early August 2007. The Buffalo Line serves the

City of Olean and the Villages of Franklinville and Portville and the vaowuas that it traversesThe

line continues south into Pennsylvanighere it serves a substantial customer baséorfolk Southern

leases operation of the Pennsylvania secdod (1 KS . dzF ¥l 2 fAyS RANBOGfe& (2
in ownership otthe Pennsylvania section of the Buffalo line was not needed since railroad real estate is

not taxed in Pennsylvania. Since WNYP began operations of the Buffalo Line, the Pelansytian
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of the line has been the sour@md/or destinationof most of the freight traffic on the two lines under
{¢ow! Q& | dzA LA OSa

In May 2013, STERA approved an extension of the real estate property tax abatement term on both the
Southern Tier Extesion line and the Buffalo line for an additional 15 yetr®xpire in 2028. The

abatement extension agreement provides for no (i.e., $0) Payment in Lieu of Taxes (PILOT) payments,
but does continue the $40,000 annual administrative fee paid by No8oikhern Railway Company

(the successor party to the 1998 MOIJ)STERA(Norfolk SoutherrmRailwayCompany® a -léaskavith

the Western New York & Pennsylvania Railroad, LLC, or WNYP, transfers the obligation for this $40,000
annual payment from NorfolkdBthern RailwayCompanyto WNYP.)The abatement extension

agreement was executed by both STERA and Norfolk Southern Railway Camgpdegame effective

on June 17, 20130ne implication of this action is that STERA projects to be in title to the rchitezéh

estate on both lines at least through 2028.

STERA essentially is a financiallysgffporting publicorporationthat receives no tax revenues from
any state or local jurisdiction and has legal authorityto tax. For its operating revenu&TERTrelies

for its operating revenualmost entirely on administrative revenue generated from capital
rehabilitation grants from State and Federal sources, fileongoing $0,000 annual administrative fee
paid by WNYRor the Southern Tier Extensi@md Biifalo lines.

{ ¢ 9w! Qalects BdarN®Bfficers and Corporate Officers. Board Officers include the Chairman, Vice
Chairman, an&econdvice Chairman. Corporate Officers include @eef Executive Officethe Chief
Financial Officettlte Treasurer)and the Secretary. The Corporate Officers are responsibleafoying

out{ ¢ 9 wbli€les and managg{ ¢ 9 wlay@baday operations.Neither the Board nor the Corporate
Officersare STERA employeesdthe BoardOfficersand Corporate Officenseceiveno direct salary

from STERA. In fact, STERA does not hawdiragyemployees, and contracts with the Southern Tier
West Regional Planning and Development Boardtifing,administrative serviceend meeting space

{ ¢9w! Q& LI |h@Sheshifie addiedsiaytiatichthe Southern Tier West Regional Planning and
Development Board in Salamanca, New York, and ST&Rwallymeets in the offices of the Southern

Tier West Regional Planning and Development Board.

The following is the legal addresktbe Rail Authority:

Chautauqua, Cattaraugus, Allegany & Steuben Southern Tier Extension Railroad Authority
Center for Regional Excellence

4039 Route 219, Suite 200

Salamanca, New York 14779

STERA maintains a web site locatettsd://www.ccasstera.org The web site is a resource for
information regarding the Authority.

STERA may be contacted by telephone at94%55301. Ask the switchboard operator for STERA, or for
one of the contact people listed belowr dal their extensions (indicated below) directly { ¢ 9 w! Qa ¥
number is 718455550.

Those wishing to contact the Rail Authority are encouraged to contact the railroad contacts on staff at
the Southern Tier West Regional Planning and Development Béardoted aboveSouthern Tier West
provides staffing and administrative services to the Rail Authofitg. 9 w! Qa / 9h Yy R [/ 2N1J32N
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currently are Southern Tier West employed&imary contact information fathe Southern Tier West
staff that workwith STER# as follows:

Richard T. ZinISTERA Chief Executive OffiGantracts OfficerRecords Management Officeand
Records Access Officer

rzink@southerntierwest.org

7169455301 x2203

Thomas M BarnesSTERA Corporate Secretary
tbarnes@southerntierwest.org
716-9455301 x2209

ContractualAdministrative Servicesffiliate Organization:

Southern Tier West Regional Planning & Development Board
Center for Regional Excellence

4039 Route 219, Suite 200

Salamanca, New York 14779
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Operations and Accomplishments

Operations

In 2016, STERA continued its corporate operations, holding an active meeting calendar with all Board
and committee meetings opeto the public and properly noticedThe Authorityheld four (4)scheduled
meetings of its Board of Directors during B0IThefull STERA Board met darch7, 2016; Junes,

2016; October 3, 2016and Decembeb, 2016. Minutes of these meetings may beund on the

I dzii K2 NR& { & Dogumén® do bé diséuSsen at these meetings were made available to the public in
FROIFYyOS 2F (KS YSSGAy3Iad 2y GKS ' dzik2NAGe&Qa ¢So

STERA held its annual meetingJame6, 2016, with the election ofBoard Officers an@orporate
Cfficers taking place at thaheeting.

The STERA Audit Commitigas scheduled toneet on three occasions Two(2) of these meetings,
scheduled to be held oMarch 7, 2016 and December 5, 20%&re not held due to a lack of a quorym
it were not re-scheduled.As a consequencehée Committee met orone occasion June6, 2016).

The STERA Governance Committes scheduled toneet on two occasionsand met on thesevto
dates March 7, 2016 and June 6, 2016

The STERA Executive Committee aigs scheduled toneet on one occasionMarch7, 2016), but this
meetingwasnot held due to a lack of a quoryrand was not rescheduled

All of these committee meetings were properly noticed and open to the puBliEndas and imutes of

aah

thesemeetingy @ 0SS FT2dzyR 2y (i KD®cumelns tid BeMisolisbe@ atthgs8 6 a A (i S o

YSSiAy3a ¢6SNB YIRS I @gLAtlroftS (2 GKS LWzt AO Ay

STERA has not created a Finance Committee inasmuch as it has not issuduat amceénception in
2000

Following are highlights of the various Board and committee meetings held duritg [déd
chronologically:

March 7, 2016 Governance Committeeneeting
The Committee

f Reviewedi KS ! dzip#idieNJandéc@ndmended to tie Board that it (a) approve all current
policies as is and (Ib)ake a findingthat the Authority wasin compliance with each policy.

1 Reviewed andidcussecaertainoperatingreports, andcecommended to the Board that it approve
the reviewed reports

1 Revieved and discusseduthority structural, governance and operating policies and activities, and
YFERS | FAYRAY3 GKIFIG GKS ' dzik2NAGeQa LRt AOASaA
FNBE STFSOGAGS Ay 3FdzA RAYy 3 | geRndOesbtiomspandt A y3 G KS
recommended to the Board that it make no changes to the Authorities governance and operating
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policies and procedures, but should consider addressing the results of the annual Board Self
Evaluation process

March 7, 2016 Board of Diectorsmeeting
TheBoard:

1

Received a presentation by the independent auditor of the draft audit and accompanying

management letter for the year ending December 31,20ILhe audit indicated an unqualified

opinionanddid not indicatethe presence of angleficiendesA y { ¢ 9w! Qa Ay GSNYyIFf O2y
or any compliance issudsr the year ending December 31, 201After discussion, the Board

accepted and approvette audit for the year ending December 31, 8@hd the accompanying

management letter

ApLINE SR G KS ¢ NBF adzNENDa wSL2 NI o

Reviewedi K S | dzip#idieNJand@) @aproved all current policies as is andniayle a finding
that the Authority wasin compliance with each policy.

Reviewed and approvetkrtainoperatingreports.

Reviewed and discaedAuthority structural, governance and operating policies and activities, and

YFERS | FAYRAYI GKIFIG GKS ' dzZiK2NAGeQa LRtAOASE |y
FNBE STFSOGAGS Ay 3FdzZARAY3I | yR O2yviehNBnlmdeyicd G KS 1 dz
changes to the Authorities governance anceating policies and procedures.

Heard a detailed Management Report on WNYP RR operations provided by Carl Belke, Rredident
Chief erating Officer of the WNYP RE8pecific elements of theeports included discussion of the
status of certain municipal projects, freight flow and traffic levels, WNYP projects, and STERA
projects.

Noted that the litigation status has not changed.

5A40dzaaSR GKS adlddza 2F { ocanst@cionPprbjess. 6 p v OdzNNBy (
Appointed a nominating committee to prepare a slate of Board and Corporate Officers for election

at the June 208 Annual Meeting.

June6, 2016 Audit Committeemeeting

The Committee
T wWSOASSHSR (GKS ¢ NBI & dzbid dtdements, anddaikistaterheyitd, SR Y FAY | Y

recommended that the Board approve them.

June6, 2016 Governance Committeeneeting

The Committee

1 Reviewed and discussed the annual Financial Disclosure and Ethics Reportdardfimging that

the Authority hadno ethics issues during 281land recommendd thatthe Board make a finding
that the Authority had no ethics issues during 8@hd adopt the report

June6, 2016 Board of Directorsneeting

This was the Annual Meetind.heBoard:
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Elected Board and Corpate Officers.

I LILWINE PGSR GKS ¢NBIF adz2NBENDR& wSL2 NI o

Reviewed and discussed the annual Financial Disclosure and Ethics Reportdardfimging that
the Authority had no ethics issues during 80&nd adopédthe report

Heard a detailed Management Report WiNYP RR operations provided by Carl Belke, Presadent
Chief erating Officer of the WNYP RR. Specific elements of the reports included discussion of the
status of certain municipal projects, freight flow and traffic levels, WNYP projects, and STERA
projects.

Noted that the litigation status has not changed.

5Aa0dzaaSR (GKS adlddza 2F {¢9o9w! Qa FTAGDS opl0 OdzNNBy
5A40dza&aSR GKS &adliddza 2F {¢9w! Qa LINRBLRASR ¢NI O |
yet mack fundingdecisions on the projects submittedquesting these funds.

Discussed a proposed Olean Yard project, undertaking SEQRA review and issuing a negative
declaration, naming WNYP as prime contractor for the project, and authorizing submission of an
application to NYS DOT for funding for the projetyS DOT fundgould be matched by WNYP
funds.

October3, 2016 Board of Directors meeting

TheBoard

T ' LIWINRPGSR (GKS ¢NBI adzZNBNDRa wSLR2 NI

91 Approved the budget for 2017.

1 Approved the four year financial plan 917 to 2020.

1 Heard a detailed Management Report on WNYP RR operations provided by Carl Belke, Rnedident
Chief @erating Officer of the WNYP RR. Specific elements of the reports included discussion of the
status of certain municipal projects, freigthdw and traffic levels, WNYP projects, and STERA
projects.
5A40dzaaSR GKS adliddza 2F {¢9w! Qad FALBS O6p0 OdzZNNBYy(
5Aa0dzaaSR (GKS adliddza 2F {¢9w! Qad LINRLRAaAaSR ¢NI Ol |
recentlyprovided STERA a contract for the project.

9 Discussedhe proposed Olean Yard projecevising the scope of the projeaindertakingg SEQRA

reviewfor the revised projecéind issuing a negative declaration, naming WNYP as prime contractor
for the project and authorizing submission of an application to NYS DOT for funding for the project.
NYS DOT funagould be matched by WNYP funds.

December5, 2016 Board of Directorsmeeting
TheBoard:

T
)l

I LILINE OSSR (KS ¢ NBI & dzNB NI¥er D&O3risigndd = | Yy R F LILINREGSR LI

Heard a detailed Management Report on WNYP RR operations provided by Carl Belke, Rredident
Chief @erating Officer of the WNYP RR. Specific elements of the reports included discussion of the
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status of certain municipal projects, freight flow ammdffic levels, WNYP projects, and STERA
projects.

5A&0dzaaSR K S sid6)iduriedzeail reh@ibilitatibrdcaristtétion projects.
5Aa0dzaaSR (KS adil Odan Yadrojeft.c NS D@ not JeEmaiie a frikling
award decisiondr the project

I Set meeting dates for 201

Compliance

During the year, STERA continued eimgoingprocess of compliance with tHeublic Authorities Law
the Public Authorities Accountability A¢he 2009 Public Authorities Reform Aand other relevat
laws and regulations

Rail Freight Traffic Volume

With respect to rail operations on the two lines with which STERA is actively involagtdine
(through) and locafreight volume on the Southern Tier Extension line in@@achcontinued

to be downfrom their historical maxima (combined maximurof 54,000 carloads per year
experienced several years prjavhich wasup from 75 carloads pegrear prior to takeover in

2001) Coal and other overhead traffic have been eliminated by Norfolk Southern Gdigrar
b2NF2f1] {2dziKSNYyQa RSOA&AA2Y (2 SEAYAYIGS 2 @SN
factors, including national economic conditions, the closure of-ficed power plants, and the
relative price disadvantage that coal occupies relativeatural gas.Feight volume decreased

16% from 2015 to 2016 across tB&# ERAystem in synch with the national depression in railroad
volumes. Of particular note is a reduction of 668 carloads of petroleum distillates destined to the

NJ A f NP2 | RiScmerf IntexdatdrimldVaxXGroup: KA &4 61 & OF dZASR o6& GKS Odzad
source needed feed stock due to a large reduction of refining activity in early 2@idbtionally,

fracking sand activity was reduced by over 700 carloads due to a putibaitltand gas well activity in
northern PennsylvanialFor 2017, local freight traffic is projected to be somewhat above the 6,956
carloads in 2016, attributable to increased aggregate shipping, increased frack sand unloading activity,
and an already rd&zed rebound of wax refinery traffic along the Buffalo Line. Both Monofrax and Bush
Industries in the Jamestown area are projecting strong rail activity in 2017. The carrier is changing
routing of certain segments of traffic enroute to Meadville, PAhsa it will now traverse the Southern

Tier Extension Line. This is caused by a weight restricted bridge on the Norfolk Southern system near
Ohio and the need to provide Meadville customers with 286K gross carloadings. This should add
approximately 500 ar loads across the Extension Line.

Total carloads for the entire system:

2015 Carloads Notes
Overhead Freight 116 orftft {¢9 9lFaidn2Sad YIAyY
Local Freight 3,524 Southern Tier Extension line
4,682 Buffalo line
8.206 Total local freight
Total 8,322 Total system
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2016
Overhead Freight
Local Freight

Total

Carloads
156
1,598
5,202
6,800
6,956

Notes

orftft {¢9 9Faidn2Sai
Southern Tier Extension line

Buffalo line

Tatal local freight

Total system
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ProjectsUnderway andUndertaken in the Past Yed€Completed and Active Projects)

During calendar year 261 STERA continued completed severakehabilitation projects that had been
funded in a prioryear.

Capital Construction Projects Completed as of December 31, 2016
A. FEMA Project

As a result of a May 2014 storm event. STERA sustained storm damage at 47 locations in four
New York State counties on the Southern Tier Extension railroad line. FENMadiacd a

disaster in these counties (FEMAL8C-DRNY), which made STERA eligible for funding from

FEMA and the NYS Department of Homeland Security and Emergency Services (DHSES) to assist
in the repair of these damages, and to assist in the mitigatfcerdditional damages that might

be caused by future storm events at certain specific locations. WNYP provided the remaining
required matching funds. The project began in 2014, and all work was completed in 2015. As of
December 31, 2016, STERA is in tleeg@ss of closing this project out with FEMA.

B. Bridge Rehab and Track Realignment Project

STERA had received NYS DOT 2005 Bond Act funds for the realignment of track from a bridge
that in recent years had been in service to an adjacent bridge that in rgeans had not been

in service. WNYP provided the required matching funds. This project is located in the Falconer
area in Chautaugua County on the Southern Tier Extension line. The goal of the project was to
improve safety and track speeds, which wouldlier improve competitiveness of rail service.
Further, the project was part of an overall strategy to raise the entire Southern Tier Extension
Railroad line to a 286,000 Ib. capacity specification faxl rail cars. The project replaced a
bridge in ned of major repair that had only a 273,000 pound per carload weight capacity with a
bridge (the bridge placed back into service) that has a 315,000 pound per carload weight
capacity (above the industry standard of 286,000 pounds); it was the last remaifsng00
poundper-OF NI 2F R 6 NAR3IS Ay (GKS fAySd ¢KS LINRP2SOI
objectives have been completed; the realigned route and bridge crossing were placed back in
service in November 2013. Secondary goals of installation of adaitieelded rail and 1,200

ties and the improvement of a switch serving the RHI Monofrax siding in 2 Falconer also
subsequently have been completed. Installation of 5,000 ties and ballast has been completed.
STERA utilized all of the funds remaining ttmatld be used within the geographic bounds of the
original project scope. As of December 31, 2016, STERA is awaiting closeout by NYS DOT.

C. Tie Installation and Grade Crossing Repair Project

STERA had received NYS DOT PFRAP funds for the installaBo0 ¢€8,and the repair of four
grade crossings on a section of the Buffalo line located between Olean and Portville
(Cattaraugus County). WNYP provided the required matching funds. The goal of the project was
to improve safety and track speeds, which wibfudrther improve competitiveness of rail

service. Further, the project was part of an overall strategy to maintain the Buffalo line at a
286,000 Ib. capacity specification foa#le rail cars. The project also will serve customers

located on the Buffaltine in Pennsylvania. WNYP provided engineering, construction, and
construction inspection services on this contract (augmented by engineering review and
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inspection review by NYS DOT). WNYP engaged one or more third party private sector
construction contrator(s) to provide certain construction services under-sohtract to WNYP.

All of the work on this project had been completed as of the end of 2015; however, additional
project funds remained, and STERA received approval from NYS DOT to extend the projec
deadline through the end of 2016 so as to complete additional project work elements to better
serve rail shippers on the line. STERA used the extension and unspent funds to rehab four
additional grade crossings on the Buffalo line north in the Oleaa @ack Hinsdale Road,
Oregon road, Haskell Road, and Promised Land Road), and install (approximately $25,000 of)
additional ties. As of the end of 2016, all work has been completed, and there should be less
than $15,000 remaining of project funds. Aafcember 31, 2016, STERA is awaiting closeout
by NYS DOT.

D. Cattaraugus County Rail Rehabilitation Project

STERA had received NYS DOT PFRAP Act funds for tie replacement, track alignment, and grade
crossing and turnout rehabilitation between Olean andbkigk in Cattaraugus County, NY on

the Southern Tier Extension Railroad Line. WNYP provided the required matching funds. The
project involved the replacement of 10,000 ties, the installation of approximately 12,000 tons of
ballast, the raising/surfacing/@ning of track and turnouts, the rehabilitation of threegrade
crossings, and the rehabilitation of eleven turnouts along 12 linear miles of railroad line

between Olean and Killbuck. The goal of the project was to improve safety and track speeds,
whichwould further improve competitiveness of rail service. Further, the project was part of an
overall strategy to raise the entire Southern Tier Extension Railroad line to a 286,000 Ib. capacity
specification for 4axle rail cars. WNYP provided engineeraamstruction, and construction
inspection services on this contract (augmented by engineering review and inspection review by
NYS DOT). WNYP engaged one or more third party private sector construction contractor(s) to
provide certain construction servicesder subcontract to WNYP. All project work has been
completed. As of December 31, 2016, STERA is awaiting closeout BONY S

Capital Construction Projects Active as of December 31, 2016
A. Track and Bridge Rehabilitation Project

In August 2015, STERadrsubmitted an application to NYS DOT for PFRAP grant funds, with
matching funds to be provided by WNYP. The project would involve replacing 8,000 linear feet

of welded rail in Carrolton in Cattaraugus County, and repairing three bridges in Jamestown, one
bridge in Salamanca, and one bridge in Olean. All work except the Olean bridge is to be done on
the Southern Tier Extension; the Olean bridge is on the Buffalo line. The goal of the project is to
improve safety and track speeds, which would further improempetitiveness of rail service.
Further, the project is part of an overall strategy to raise the entire Southern Tier Extension
Railroad and Buffalo lines to a 286,000 Ib. capacity specificationdrledrail cars. The bridge

repairs specifically aratended to improve safety related to bridge integrity (reducing impacts

2y LISRSAGNAIFIYyakKAIKgl e GSKAOf Savd {¢9w! Qa AydS
provision of engineering, construction, and construction inspection services on thiscont
(augmented by engineering review and inspection review by NYS DOT). WNYP may engage one
or more third party private sector construction contractor(s) to provide certain construction
services under subontract to WNYP; interested potential subcontias may contact STERA

and/or WNYP directly. In late 2016, STERA received a contract from NYS DOT funding a portion
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of the project. The proposed timeline for the project is that the project will begin in 2017, and
be completed in 2017.

Capital ConstructiorProjects Currently Proposed as of December 31, 2015
A. Olean Enginehouse and Yard Improvement Project

In late 2016, STERA submitted a grant application to NYS DOT for the 2016 PFRAP funding cycle.
The project would involve improvements to the enginehousthe Olean yard, installation of a

yard video security system, the installation of 6,000 6x8 ties in the Olean yard, and the
replacement of 8 switches in the Olean yard. The work would be done on the Southern Tier
Extension Line. The goal of the projecto improve safety and track speeds within the Olean

Yard, which would further improve competitiveness of rail service. Further, the project is part of

an overall strategy to raise the entire Southern Tier Extension Railroad and Buffalo lines to a
286,0® Ib. capacity specification forakle rail cars. The enginehouse improvements specifically

are intended to improve safety and productivity related to operations within the enginehouse.

The security system is intended to improve public safety and redugé R f AaYd { ¢9w! Qa
intention is to contract directly with WNYP for the provision of engineering, construction, and
construction inspection services on this contract (augmented by engineering review and

inspection review by NYS DOT). WNYP may engage or@third party private sector

construction contractor(s) to provide certain construction services undecsulract to WNYP;
interested potential subcontractors may contact STERA and/or WNYP directly. If funded, the
proposed timeline for the project ihat the project will begin in 2017, and be completed in

2017.

B. Proposed Transload Facility Project

In March, 2006, the Southern Tier West Regional Planning and Development Board, using
funding provided by NYSDOT, USDOC EDA, and WNYP, began a feadibiléysalection

study relating to the phased construction and operation ofingghway freight transfer facility

to be located somewhere along the NYS 3 portion of the Southern Tier Extension Railroad Line.
The first phase was to involve constructioradfansload facility, with potential future phases if
justified by freight volume and market demand, to involve satellite marine terminal/inland port
designation, intermodal container operations, and a nearby business or industrial park
development. Thetady demonstrated commercial viability for the first phase transload facility
and also recommended location of the transload facility at the WNYP rail yard in Allegany, New
York (Cattaraugus County). This study report is available at
www.southerntierwest.org/html/publications.htmin January 2009, the Southern Tier West
RP&DB, as part of the feasibility and site selection study project, undertook a preliminary
engineering study for the ewstruction of the proposed transload facility at the Allegany NY rail
yard site. This engineering report, along with technical appendices, is available at
www.southerntierwest.org/html/pblications.htm Based upon these studies and the express
indication by NYS DOT that it would encourage and help fund the construction of the first phase
transload facility, STERA would like to undertake the project, either by (a) constructing and
owning the facility, with operation to be leased to a third party private sector company to be
selected at a later date, or by (b) work with a private developer that would construct and either
own/operate or own/lease the facility to another private sector opefdf® { ¢ 9 w! Q& & (0 NI ( €
build the transload facility in phases, as construction funds became available. STERA is currently
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in the process of seeking funding to undertake the construction of the first phase transload

facility. When STERA obtains constimetfunds, it will procure engineering consulting services,

undertake environmental analysis, secure site control, undertake engineering/design, and begin
O2yaiNHzOGA2Yy ® {¢9w! g A frélated ivices untl zslingisGrihend F 2 NJ |
for this project.

Material Changes in #thority Operations andPrograms

Other than capital rehabilitation projects either commenced or completed ir628icussed above),
there were no material changes in STERA operations and programs durthg 201
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Financial Summary

This section of the Annual Report contafimaincial summarynformation for the Southern Tier
Extension Railroad Authority for the year ending December 316.2hcluded in this section are the
following:

1 Audited Financial Statementsr the year ending December 31, Z)including
I dzR A fegoN a

al y I 3 S \diScyissieh@nanalysis

Balance sheet

Income satement

Caslflow statement

Notes tofinancialstatements

Management letter (@port oninternal controls)

O OO O0OO0OO0OOo

Grants andsubsidyprograns

Identification of @erating andfinancialrisks

Currentbond ratings

Bond andhote schedule

Longterm liabilities, includindeases ané&mployeebenefit plans
Listing ofmaterialchanges iroperations andorograms
Description ofany material pendinglitigation

Compensatiorschedule
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Fouryearfinancialplan

Audited Financial Statements
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BYSIEK CDPA, PLLC

INDEPENMDENT AUDITOR'S REPORT

To the Board of Directors

Chautaugua, Cattaraugus, Allegany & Stauben
Southern Tier Extension Railroad Authority
Salamanca, New York 14779

We have audited the accompanying financial statements of Chawtaugua, Cattaraugus, Allegany, &
Steuban Southern Tier Extension Railroad Authority, which comprise the statement of net position as of
December 31, 2016, and the related statements of revenues, expenses and changes in net position, and
cash flows for the year then ended, and the related notes to the financial statements.

Management's Responsibility for the Financial Statements

Management iz responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of Amerca, and the
standards applicable to financial auvdits contained in Gowvernment Audiing Standards, issued by the
Comptroller General of the United States. This includes the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or emor.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our awdit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of Amernica. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain awdit evidence about the amounts and disclosures in the
financial statementz. The procedures selected depend on the auditor's judgment, including the assesament
of the risks of material misstatement of the financial statements, whether due to fraud or emor. In making
those risk assesaments, the auditor considers intermal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's intemal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonablensss of significant accounting estimates made by managemeant,
az well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have cbtained is sufficient and appropriate to provide a basis for our
audit opinicn.
Opinion

In our opinicn, the financial statements referred to above present fairly, in all material respects, the financial
position of Chauwtavgua, Cattaravgus, Allegany, & Steuben Sowthern Tier Extension Railroad
Authority as of December 31, 2016, and the changes in its net position and its cash flows for the year then
ended in accordance with accounting principles generally accepied in the United States of America.

Page 1
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Report on Summarized Comparative Information

We have previously audited Chautaugua, Catfaraugus, Allegany, & Steuben Southern Tier Extension
Railroad Authority’s 2015 financial statements, and we expressed an unmodified audit opinion on those
financial statements in our report dated March 7, 2016, In our opinion, the summarnzed comparative
information presented herein as of and for the year ended December 31, 2015 iz congistent, in all material
respects, with the audited financial statements from which it has been derived.

Other Matters

Reguired Supplementary Information

The Management's Discussion and Analysis on pages 3 and 4 iz not a required part of the financial statements
but is supplementary information required by the Government Accounting Standards Board, and considered to
be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inguiries of management about the methods of preparing the information and
comparing the information for conzistency with management's responses to our inguiries, 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 opinicn or provide any assurance.

24 CPA, PLLL

BYSIEK CPA, PLLC
OLEAM, NY 14760
MARCH 27, 2017
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CHAUTAUQUA, CATTARAUGUS, ALLEGANY & STEUBEN
SOUTHERHN TIER EXTENSION RAILROAD AUTHORITY
MANAGEMENT'S DISCUSSION AND ANALYSIS

The following management discussion and analysis (MD&A) provides a comprehensive overview of the
financial position of Chawtaugua, Cattaraugus, Allegany & Steuben Southern Tier Extension Railroad
Authority as of December 31, 2016 and 2015, and itz results of operations for the years then ended.
Management has prepared the financial statements and related footnote disclosures along with this MD&A

s ; i il 8

Thiz annual report consistz of financial statements, prepared in accordance with Govemmental Accounting
Standards Board ("GASE") Statement Mo. 34, Basic Financial Slafements and Management’s Discussion and
Analysiz for State and Local Governments, and Statement Mo. 63, Financial Reporfing of Deferred
Outfiows of Resources, Deferred Inflows of Resources, and Net Pasition.

The financial statements prescribed by GASE Statement Mo. 34 (the Siafement of Net Position, Statement
of Revenue, Expenses, and Changes in Nef Position, and the Statement of Cash Flows) present financial
information in a form similar to that used by corporations. As such, they are prepared under the accrual basis
of accounting, whereby revenues and assets are recognized when the service is provided and expenses
and liabilities are recognized when others provide the service, regardless of when cash is exchanged.

The Statements of Net Position include all azsets and liabilities. Over time, increases or decreases in net
position (the difference bebween assetz and liabilities) are one indicator of the improvement or
ergsion of the Authority's overall financial health when conzidered with non-financial facts.

The Statements of Revenus, Expensses, and Changses in Net Position present the revenues eamed and
expenses incurred during the year. Activiies are reported as either operating or non-operating. The
utilization of capital as=ets iz reflected in the financial statements as depreciation, amortizing the cost of the
capital asset over its expected useful life.

The Statements of Cash Flows present information related to cash inflows and cutfliows summarized by
operating, non-capital financing, capital financing and related investing activities, and helps measure the
ahility of the Authority to meet financial obligations as they maturs.

7 ol Highligh
Following are the financial highlights of the Authority for the years ended December 31, 2016 and 2015:

* |Incurred depreciation expense of approximately 2997 000 and $1,083,000 for the years
ended December 31, 2016 and 2015, respectively.

* Received grant funding (including FEMA reimbursements) of approximately $607 000 and
$2,551,000 for the years ended December 31, 2016 and 2015, respectively.

. . f the Ei ial S

This discussion and analysis is intended to serve as an infroduction to the Authority’s basic financial
statementz. The basic financial statements are comprised of three components: 1) financial
statements; 2) notes to the financial statements; and 3) report on intermal controls over financial reporting.

Fage 3
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CHAUTAUQUA, CATTARAUGUS, ALLEGANY & STEUBEN
SOUTHERM TIER EXTENSION RAILROAD AUTHORITY
MAMAGEMENT'S DISCUSSION AND AMALYSIS

The statement of net position presents information on all of the Authority's assets and liabilities, with the
difference betwesn the two reporied as net position. Over time, increases or decreases in net position may
serve as useful indicators of whether the financial position of the Authority is improving or deteriorating.

. 'S f Net Positi

2016 2015

Current assets ¥ 108,510 % 80,666
Capital assets 4 341 782 4 750,242
Total assets 3 4450292 F 4830907
Total liabilities i - & =
Met position:
Invested in capital assets,

net of related debt 4341782 F 4,730,242
Unresiricted net position 108.510 80.665
Total net position F 4450292 § 4530907

The statements of revenue, expenses and changes in net position shows the business type activity
of the Authority and provides information regarding income and expenses that affect net position.

2016 2015
Total revenues 3 646,741 § 2,590,626
Total expenses 1,027 356 1,170,820
Change in net position 3 (380.615) § 1419 877

The summary of accounting policies and notes to the financial statements provide additional information that
iz essential to a full and complate understanding of the information provided in the financial statements.

- CF That Will Affect the F.

The Authority remains committed to rehabilitating and preserving rail service for the Southem Tier Region.

Itz akbility to successfully accomplish this is at least in part based upon the economic outlook for the Southem
Tier Region as well as upon its ability to continue to atiract funding for future improvements.

FPage 4
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CHAUTAUQUA, CATTARAUGUS, ALLEGANY STEUBEMN
SOUTHERN TIER EXTENSION RAILROAD AUTHORITY

STATEMENTS OF NET POSITION PAGE 5
Az of December 31, 2016 2015
Assals
Current assets
Cash § 108510 % B0 BB6
Total current assets 108,510 B0, 666
Property improvements, less accumulated depreciation (Mote 2) 4.341,782 4 750,242
Total assets $ 4.450,292 % 4,830,907
Liabilities and Nat Position
Het position
Invested in capital assets, net of related debt 4.341,782 4 750,242
Unrestricted 108,510 B0 BBE
Total net position $ 4,450,292 % 4,830,907

See independent auditor's report and accompanying notes to the financial statements

Page 5
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CHAUTAUGQUA, CATTARAUGUS, ALLEGANY STEUBEN
SOUTHERN TIER EXTENSION RAILROAD AUTHORITY

STATEMENTS OF REVENUES, EXPENSES AHND CHAMGES IN MET POSITION PAGE &
For the Year Ended Decembear 37, 2016 2015
Revenues
Rental income 3 40,000 % 40,000
MYS grant revenue 219,921 1,789,251
FEMA reimbursements 386,820 761,445
Total revenues 546,741 2,590 696
Expenses
Depreciation 997,303 1,083,021
Ingurance 5,182 6,837
Professional fees 24 871 80,942
Total expenses 1,027,356 1,170,820
Change in net position (380,615) 1,419,877
Het position, beginning of year 4 830907 3,411,030
Met position, end of year F 4430292 % 4830907

See independent auditor's report and accompanying notes to the financial statements

Page 6
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CHAUTAUGUA, CATTARAUGUS, ALLEGANY STEUBEN
SOUTHERHN TIER EXTENSION RAILROAD AUTHORITY

STATEMENTS OF CASH FLOWS PAGE T
Faor the Year Ended Decembar 37, 2016 2015
Cash flows from operating activities:
Cash received for rent 3 40,000 % 40,000
Cash received from FEMA 388,820 TE1,445
Cash received from grants 219,921 1,769,251
Cash paid to vendors {30,053) {87,779)
Met cash provided by operating activities 616,688 2502917
Cash flows from investing activities
Capital expenditures (588,844 {2,547,318)
Met cash used in investing activities (o35 544 {2,547 318)
Het change in cash 27,844 {44 401)
Cash, beginning of year 30,666 125,066
Cash, end of year 3 108510 5 80,666

Reconciliation of change in net position to net cash provided
by operating activities:

Change in net position $ (3B0B15) § 1419877
Adjustments to reconcile change in net assets
net cash provided by operating activities:
Depreciation 997,303 1,083,041
Met cash provided by operating activities 3 616,688 F 2502917

See independent auditor's report and accompanying notes to the financial statements

Page 7
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CHAUTAUQUA, CATTARAUGUS, ALLEGANY & STEUBEM
SOUTHERHN TIER EXTEHNSION RAILROAD AUTHORITY
HOTES TO FINANCIAL STATEMENTS

HOTE 1 - SUMMARY OF ACCOUNTING POLICIES

EBeporting Entity

Chautaugua, Cattaravgus, Allegany & Steuben Southern Tier Extension Railroad Authority (STERA)
was incorporated in July 2000 as a public authority created by the Mew York State Legislature under
MY Consoclidated Law, NYS Public Authorities Law, Title 25-A4A. The purpose of the Authority is to preserve
and enhance the railread system serving Chautaugua, Cattaraugus, Allegany and Steuben counties in New
YWork and Warmen and Erie counties in the Commonwealth of Pennsylvania, so as to insure a healthy economy
for these counties.

Basis of A .

The accounts have been maintained on the accrual basis of accounting in accordance with accounting
principles generally acceptad in the United States of America.

Use of Estimatas
The preparation of financial statements in conformity with accounting principles generally accepted in the

United States of America requires management to make estimates and assumplicns that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

o 0 _—
The Authority follows a policy of capitalizing all significant rail line improvements at cost. These assets are

depreciated by the straight-line method over a 10-year estimated useful life. Depreciation expense fotaled
approximately $1,083,000 and $568,000 for the years ended December 31, 2016 and 2015, respectively.

~rodit Bisk
At various times throughout the year balances may excesd federally insured amounts.

Eoderal Tax Status

The Intemal Revenue Service has classified the Autharty as exempt from Federal Incomes taxes under Section
S501(a) of the United States Intermal Revenue Code.

NOTE 2 - PROPERTY, EQUIPMENT AND DEPRECIATION

Property and eguipment for the Authority consists of the following:

12/3112015 12/3112016
Balance Additions Reductions Balance
Improvements o rail line g 17115368 % SeEhR44 £ -- 17,704,212
Accumulated depreciation (12 365.126) (997 .303) -- (13,362 429)
Met property and equipment § 4750242 % (4084597 % == i 4341782

MOTE 3 - RELATED PARTY TRANSACTIOMNS

The Southem Tier West Regional Planning and Development Board provides management services to the
Authonty. Expenses incumred for each of the years ended December 31, 2016 and 2015 for these services
amounted to approximately $17 500 and $77,000, respectively.

Fage &
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CHAUTAUQUA, CATTARAUGUS, AlLLEGANY & STEUBEN
SOUTHERHN TIER EXTENSION RAILROAD AUTHORITY
MOTES TO FINANCIAL STATEMENTS

HOTE 4 - COMMITMENTS AND CONTINGENCIES

Substantially all grants and contracts are subject to financial and compliance audits by the grantor agencies.
Disallowances, if any, az a result of these audits may become liabilities of the Authonty. Management
believes that no material disallowances will result from audits by grantor agencies.

HOTE 5 - DATE OF MANAGEMENT'S REVIEW

Management has evaluated events and fransactions through March 27, 2017, which is the date the
accompanying financial statements were available to be issued.

Page 3
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BYSIEK CPPA, PLLC

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AMD ON COMPLIANCE AND
OTHER MATTERS BASED OH AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDNTING STANDARDS

To the Board of Directors
Chautawgua, Cattaraugus, Allegany & Stewben Southern Tier Extension Railroad Authority (STERA)

We hawve audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Governmment Auditing Standards
issued by the Comptroller General of the United States, the financial statements of STERA, as of and for
the year ended December 31, 2016, and the related notes to the financial statements, which collectvely
comprize STERA's basic financial statements, and have issued our report thereon dated March 27, 2017,

Intemal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered STERA's intemnal control
over financial reporting (intemal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpcse of expressing an opinion on the effectiveness of STERAs intermnal control. Accordingly, we do not
SXpress an opinion on the effectiveness of STERA's intemal control.

A deficiency in infernal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned funcions, to prevent, or detect and correct,
misstatements on a timely basis. A material weaknass is a deficiency, or a combination of deficiencies, in
intermal control, such that there is a reasonable possibility that a materal misstatement of the enftity’s
financial statements will not be prevented, or detected and corrected on a timely basis. & significant
deficiency is a deficiency, or a combination of deficiencies, in intemal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

Owr consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in intemal control that might be matenal
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in intemal control that we consider to be material weaknesses. However, matenal weaknesses
may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether STERA's financial statements are free from
material misstatement, we performed tests of itz compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the organization's
internal contrel or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the organization's intermal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

24, CPA, PLLC

BYSIEK CPA, PLLC
OLEAN, NY 14760
MARCH 27, 2017
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CHAUTAUQUA, CATTARAUGUS, ALLEGANY & STEUBEN
SOUTHERHN TIER EXTENSION RAILROAD AUTHORITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Section | — Summary of Audit Results
1. The auditor's report expresses an unmodified opinion on the financial statements of STERA.

2. Mo significant deficiencies in intemal confrolz related to the audit of the financial statements is
reported in the Report on Intermal Controls over Financial Reporting.

3. No instances of noncompliance material to the financial statements of STERA were disclosed
during the audit.

Section |l — Findings: Audit of Financial Statements
A, Internal Control Over Financing Reporting
There were no internal confrol findings noted for the year ending December 31, 2016.

B. Compliance and Other Matters
There were no compliance findings noted for the year ending December 31, 2016.

Section Il — Summary Schedule of Prior Audit Findings
A. Internal Control Over Financing Reporting
There were no internal control findings noted for the year ending December 31, 2015,

B. Compliance and Other Matters
There were no compliance findings noted for the year ending December 31, 2015,
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Grants and Subsidy Programs

The Authorityhasfour completedconstruction project as of December 32016 that involve grants, as
follows:

Storm Damagdrepairand Mitigation Project

This projecis completed as oDecember 31, 2016The project was funded by FEMA, NUSES,
and WNYPTheprojectis in closeoutvith FEMAas of December 31, 2016.

Summary: Repair of storm damage and mitigation of future damage at 47 locations in
Chautauqua, Cattaraugus, Allegany, and Steuben Counties.

Bridge Repair and Track Realignment Project
This projecis completed as oDecember 31, 2016Theprojectis in closeoutvith NYS DOa&s of

December 31, 2016The following is a summary of funding for this je, based on agreements
from the participating funding sources:

Funding Source Amount

NYS DOT Bond Act $ 786,850
WNYP 700,000
Total $1,486,850

Summary: Bridge repair and track realignment project in Chautauqua County.
Tie hstallation and Grade Crossing Repair Project
This projecis completed as oDecember 31, 2016Theprojectis in closeoutvith NYS DOas of

December 31, 2016The following is a summary of funding for this je, based on agreements
from the participating funding sources:

Funding Source Amount

NYS DOT PFRAP $1,076504
WNYP 269,126
Total $1,345,630

Summary: Tie replacement and grade crossing repair project in Cattaraugus County.
Cattaraugus County Rail Rehabilitation Project
This projecis completed as oDecember 31, 2016Theprojectis in closeoutvith NYS DOa&s of

December 31, 2016The following is a summary of funding for this jed, based on agreements
from the participating funding sources:
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Funding Source Amount

NYS DOT PFRAP $1983,174
WNYP 495,793
Total $2,478,967

Summary:tie replacement, track alignment, and grade crossing and turnout rehabilitation
between Olean and Kibuck in Cattaraugus County

The Authorityalso has been awarded grant funds éore additional rehabilitation projectluring 2016
as follows:

Track and Bridge Rehabilitation Project

This project was funded 2016; work will begn andbe completed in 20Z. The following is
summary of funding for this project, based on agreements from the participating funding sources:

Funding Source Amount

NYS DOT PFRAP $1,600,000
WNYP 400,000
Total $ 2,000,000

Summary:Installation of curve patch welded rail &epair 5 concrete bridge structure:s
Cattaraugusind Chautauqu&ounies

In August 20&, STERA applied for funding from NYS DOT, with matching funds provided by WNYP, for
improvements to the Olean yamhdenginehouse, including replacemtsof 6,000 tiesand8 switches,
interior enginehouse construction, installation of reel statiosisd installation of a video security

system. The project will increase operating efficiencies, security, safety;ontrol. As ofDecember

31, 2016 funding approval had ngtet been received. If isfunded, his project should start and be
completed in 207.

During2016, the Authority also received itmnual$40,000 fee from the Western New Y&k

Pennsylvania RailroatlLGor administrative purposes, contractually stipted in the 1998

Memorandum of Understanding, as amended. These funds were used for the corporate operations of
the Authority.
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Operating and Financial Risks

The Authority has identified the following operating and financial risks associated wagheitations,
and has assigned a degree of risk level to each of these risks, as follows:

Risks Risk Level
Financial insolvenayexternal causes Low
Financial insolvenayinternal causes Low
Liability for event occurring from railroad ogdions Low
Liability for event occurring from real estate ownership Low
Liability for event occurring during construction Low

Methods for Minimizing or Avoiding Risks

Additionally, the Authority has set forth the methods it uses for minimizingvoiding the risks
identified above, as follows:

1 Risk: Financial insolvenggxternal causes
0 Method: Avoiding activities that are not sdijuidating from external funding
i Risk: Financial insolvengynternal causes

0 Method: Involvement of Board ipreparation and presentation of internal financial
statements, review of financial statements by full Authority Board, double signature
requirement for all checks (CEDes not have signature authority), annual audits in
which all financial trasactions are reviewed, ethics filings by Board and contract staff;
additionally,a CFO position separate from the GE®@ provides Board oveight of
financial transactionsandseparation of duties with respect to mtnal cash
handling/transaction entry/reconciliationf bank balancégreparation ofinterim
financial statements

9 Liability for event occurring from railroad operations

o0 Method: Indemnification agreement with operating railroads, directors and officers
insurance

9 Liability for event occurring from real estate ownership

0 Method: Indemnification agreement with operating railroads, directors and officers
insurance

9 Liability for event occurring during construction

0 Method: Indemnification agreement with consttien agents and engineering
consultants, requiring construction agents and engineering consultants to have
adequate insurance, directors and officers insurance
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Risk Controls

Additionally, the Authority reviews the risk controls for the risks identifiedve at the following
intervals:

1 Risk: Financial insolvenggxternal causes

0 Thisis an ongoing procedure. It is reviewed annually.
9 Risk: Financial insolvengynternal causes

0 Thisis an ongoing procedure. It is reviewed annually.
9 Liability for evehoccurring from railroad operations

0 This is an ongoing procedure, with the indemnification agreement in place and
insurance in place. It is reviewed annually.

9 Liability for event occurring from real estate ownership

o This is an ongoing procedure, with timelemnification agreement in place and
insurance in place. It is reviewed annually.

9 Liability for event occurring during construction

o This is an ongoing procedure, with the indemnification agreements and insurance
requirements for construction agents aetigineering consultants required of all such
contracts. Insurance is in place on an ongoing basis. This policy is reviewed annually.

¢tKS 020S RA&aOdzAaaAz2y 2F NRala KFra oSSy GF{1Sy FTNRY
Effectiveness of InternallCy t NB f 4> ¢ Y2aid NBOSyidf e LINBLIDISBE T2 NJ GF
which is included in its entirety elsewhere in this Annual Report
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Current Bond Ratings

The Authority has never issued any bonds since its inception, and has no immediat® [daos
bonds. Accordingly, the Authority never has obtained a bond rating for any bond issues.

Bondand NoteSchedule

Since its inception in 2000, STERA has not issued any bonds or notes. Conseguafriligcamber 31,
20165 ( KS Sy R cayear,{STERNha@o bahds®r notes outstandingordinglyin the year
ending December 32016, STERA did not redeamincurany bonds or notes.

Schedule of Bonds and Notes Outstanding
As of December 32016

Total Bonds Outstanding $ 0.00
Total Notes Outstanding 0.00
Total Obligations Outstanding $ 0.00

Statement of the Amounts of Obligations Redeemed and Incurred
For the Fiscal Year Ending Decembe2816

Total Amounts of Obligations Redeemed $ 0.00

Total Amounts of Oblagions Incurred $ 0.00
Total Amounts of Refinancings $ 0.00
Total Amounts of Calls $ 0.00
Total Amounts of Refundings $ 0.00
Total Amounts of Defeasements $ 0.00
Total Amounts of Interest Rate Exchanges $ 0.00

Total Amounts of @er Such Agreements  $ 0.00

LongTerm Liabilities (including lesies and employee benefit plans)

The Authority has no long term liabilities. The Authority has no leases for which it is the lessee. The
Authority has no employees.
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Listing of MaterialChanges in Operations and Programs for the year ending Dceember 38, 20

There have been no material changes in operations and programs for the year ending December 31,
2016, other than the capital projects completed, funded, and/or commenced irb20ifcussed
elsewhere herein

Description of Any Material Pending Litigation

During 2014, STERA was named as a party in a suit by an individual who was involved in a collision with a
moving WNYP train at a grade crossing in Friendship (Allegany County). @3ERI ANBSYSy i 6 A (K
Southern Corporation requires Norfolk Southern Corporation to indemnify STERA for any liability that

may arise from this litigatianAs of the end of 2@, this litigation is still pending.

Compensation Schedule

STERAhasndINB Ol S Y LJ 2 & S ®lacte ancappbifitsvd QRiaf Exedutivé@Xficer, a Chief
Financial Officeri.g.,a Treasurer), and a Corporate Secretary to carry out the organization's policies and
manage the dayo-day operations. However, thHehief Exedive Officer Chief Financial Officeand
CorporateSecretaryare not STERA employees and receive no direct salary from SA&dadingly,

STERA has no compensation schedule.

STERA contracts with the Southern Tier West Regional Planning and DevelBparehforstaffing,
administrative serviceand meeting spaceThe Chief Executive Officer and the Corporate Secretary are
employees of the Southern Tier West Regional Planning and Development Board.

TheChief Financial Officés a STERA Board member.

FourYear Financial Plan

¢CKS F2tt26Ay 3 A-HeailFkaéhcidl Rlai fr22bid 2028, Quprove®byAké STERA Board
in October2016. The Plan includgwojected (20¥ to 2020) capital and operatig budgetcomponents

{ Ay 0SS (KS ! dzii K2 iNddedexusiveBthratighteveAud fyoin theatiBal contractual

fees provided by the Western New York and Pennsylvania Railroageetlie fromgrant funding for
railroad rehabilitation and otherapital and norcapital projects, the projections necessarily are limited

to these sources of funds and the activities associated with them. When grant funds are obtained, the
Authority expends all grant funds obtained for contractually required usesesfigal in the specific

grant contracts.

The Authority does not include capital projects (including railroad rehabilitation projects) and non
capital projects in its fouyear financial plafior any project that it does ndtave approved grants in
hand,as the Authority will not implement any such projects without grant funding.

As noted previously hereinhé Authority ha been awarded granfundingfor five railroad
rehabilitationprojects(i.e., capital projed) that arecompleted orunderway a®f December 312016,
as follows:
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Storm Damagdrepairand Mitigation Project

This projeciscompleted as oDecember 31, 2016The project was funded by FEMA, NUSES,
and WNYPTheprojectis in closeoutvith FEMAas of December 31, 2016.

Summary: Repair of storm damage and mitigation of future damage at 47 locations in
Chautauqua, Cattaraugus, Allegany, and Steuben Counties.

Bridge Repair and Track Realignment Project
This projecis completed as oDecember 31, 2016Theprojectis in closeoutvith NYS DOa&s of

December 31, 2016The following is a summary of funding for this jei, based on agreements
from the participating funding sources:

Funding Source Amount

NYS DOT Bond Act $ 786,850
WNYP 700,000
Total $1,486,850

Summary: Bridge repair and track realignment project in Chautauqua County.
Tie hstallation and Grade Crossing Repair Project
This projecis completed as oDecember 31, 2016Theprojectis in closeoutvith NYS DOas of

December 31, 2016The following is a summary of funding for this jeei, based on agreements
from the participating funding sources:

Funding Source Amount
NYS DOT PFRAP $1,076504
WNYP 269,126
Total $1,345,630

Summary: Tie replacement and grade crossing repair project in Cattaraugus County.
Cattaraugus County Rail Rehabilitation Project
This projecis completed as oDecember 31, 2016Theprojectis in closeoutvith NYS DOa&s of

December 31, 2016The following is a summary of funding for this je, based on agreements
from the participating funding sources:

Funding Source Amount

NYS DOT PFRAP $1983,174
WNYP 495,793
Total $2,478,967
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Summary:tie replacement, track alignment, and grade crossing and turnout rehabilitation
between Olean and Kiuck in Cattaraugus County

The Authorityalso has been awarded grant funds éore additional rehabilitation projectluring 2016
as follows:

Track and Bridge Rehabilitation Project

This project was funded 2016; work will begn andbe completed in 20Z. The following is
summary of funding for this project, based on agreements from the participating funding sources:

Funding Source Amount

NYS DOT PFRAP $1,600,000
WNYP 400,000
Total $ 2,000,000

Summary:Installation of curve patch welded rail &pair 5 concrete bridge structurées
Cattaraugusnd Chautauqu&ounies

When STERA approved the Four Year Financial Rlaidher2016, there wasuncertainty as tahe
completion dates andinal project coss for the above pojects. Accordingly, thé-our Year Financial
Plan, as approved i@ctober 2016 had been developed using best projections as to what would occur
over the following four years. Thuthority hasincludedin its 20T capital budgetan estimate for the
projectsthat it anticipated in October 206 that wouldbe underway in 201

Also,since there are no firm projections for obtaining any other capital orceyital project grant

funds in the succeeding three years of the four yeardmichorizon, the fouyear financial plan
necessarily shows no other capital or reapital revenues or expenses in the last three years of the four
year budget horizon.

I 002 NRA Yy 3f & SFour¥ed FihadzialPRN@r d0Egh 2@0, providedon the next page,

is limited to specifying the budget relating to financial flows from the NYS DOT rehabilitatioaarent
0 KS | dziamhaaNdniractOsi fee revenue provided by the Western New York and Pennsylvania
Railroad.
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Chautauqua, Cattaraugs, Allegany, Steuben Southern Tier Extension Railroad Authority

Four YeafinancialPlan

Revenue 2017 2018 2019 2020
WNYPRR $ 40,000 $ 40,000 $40,000 $40,000
Federal 0 0 0 0
State 1,800,000 1,500,000 0 0
Local 0 0 0 0
Total $1,840,000 $1,540,000 $40,000 $40,000

Expenses
Administration- Contractual $ 17,500 $ 17,500 $17,500 $17,500
Contractual 0 0 0 0
Construction 1,764000 1,47Q000 0 0
Insurance 6,500 6,500 6,000 6,000
Administration- Construction 36,000 30,000 0 0
Legal/Audit 4,000 4,000 4,500 4,500

Total $1,828,000 $1,528,000 $ 28,000 $ 28,000

Net Income $ 12,000 $ 12,000 $12,000 $12,000

Note 1:  Thecapital construction componentoftledzii K2 NA i & Qa o06dz2R3ISG Aa ol

Note 3:

fundingin handfor railroad rehabilitation and other capital projects. T2@&17 and 20B
budgesinclude projected grant revenue amwnstruction expendituresHowever, since
there are no firm projections for obtainimghab granfunds in the succeedingvb years of
the four year budget horizon, the projected capital budgetcapital revenues or expenses
in the lasttwo years.

¢KS 2LISNIiAy3 O2YLRYSyYyd 2F (KS ! dziK2NRAG@ Qa
contractual fees provided ke Western New York and Pennsylvania Railroad and
administrative revenue attendant from grant funding for railroad rehabilitation and other

capital and norcapital projects. Since there are no firm projections for obtaining any of

these funds in the fouyear budget horizon (excepting the annual contractual fees provided

by the Western New York and Pennsylvania Railroad), the projected operating budget
necessarily shows no revenues other than these annual contractual fees provided by the
Western New Yorknd Pennsylvania Railroad, and no expenses other than those projected

to occur as a consequence of those revenues. Operating expenses necessarily are limited to
these sources of funds available.
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Measurement Report for the Year Ending December 31160

Mission Statement Goals, and List of Stakeholders and their Expectatiaa®f December 31, A6

The Mission of the Chautauqua, Cattaraugus, Allegany, and Steuben Southern Tier Extension Railroad
Authority is to fulfill the purpose for which it was credtby the New York State Legislature and to
achieve its selprescribed goals.

A. Thepurposeof the Chautauqua, Cattaraugus, Allegany, and Steuben Southern Tier Extension
Railroad Authority, as indicated by the New York State Legislature in creatifgpitpisserve
and enhance the system of railroads serving Chautauqua, Cattaraugus, Allegany, and Steuben
Counties in NYS and Warren and Erie Counties in the Commonwealth of PA, so as to insure a
healthy economy for these counties".

B. Thegoalsof the Chautaqua, Cattaraugus, Allegany, and Steuben Southern Tier Extension
Railroad Authority are to encourage an operating railroad that provides adequate rail service, to
increase rail shipping carload volumes, to catalyze opportunities for additional business
expansion and development based on rail service, to achieve improved functional performance
of the rail lines through rehabilitation effortsy encourage safe railroad operatiored to
achieve a clean audit report and NYS ABO compliance reptakeholdes interested in the
performance of the Authority and their expectations are as follows:

Thelist of stakeholders interested in the performance of the Authority, and their expectati@are as
follows:

Stakeholder Expectations

Participating Couties Operating railroad providing adequatail service,
increased rail shipping carload volumes, opportunities
for additional business expansion and development
based on rail service, operation of authority as fiduciary
for its interests, improvement dhe physical assets of
the railroad system to so as to insure a commercially
viable system

Affected municipalities

(Cities, Villages, Towns) Same as above
Affected school districts Same as above
Actual and potential raihipping
business community Operating railroad providing adequatail service,

opportunities for additional business expansion based
on rail service

CKS YA&AA2Y a0l GSYSyd AyO2NL1LRNI(GSa GKS ! dzikK2NAG&Q
future performance measurement and duation.
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Statement of Measurement Standards for Sélfzaluation

The Authority's measurement standards for selaluation are based upon the goals of the Authority.
These measurement standards were approved by the Authority Board of Directors atthmfel6,
2010 Meetingand revised at the March 9, 2015 Meeting

The following are the Authority's measurement standards foreedfiuation:

Operating railroad providing adequate rail service

Increased rail shipping carload volumes

Opportunities for aditional business expansion and development based on rail service
Documentation of rehabilitation efforts and functional performance railroad line
Encouragement of safe railroad operations

Clean audit report and NYS ABO compliance report

= =4 =4 -4 -4 -4

OnMarch?27, 2017, the Authority Board undertook a Sdffvaluation for the year ending December 31,
2016, evaluatingperformance during 208 based on the above measurement standards. A copy of the
Self Evaluation Report for the year ending December 316,204t was appreedby the Authority

Board onMarch 27, 2017, follows. The overall selévaluation determined by the Authority Board is that
the Authority is achieving its purpose and meeting its goals. The deficiencies that exist in the freight
volume and rehabilitatiorfforts are a function of the macreconomy and the availability of state and
federal rehabilitation funding, and not in any way a function of the performance of the Authority.

CKA& {StTF 9@Ftdz GdA2Yy wSLR2 NI | fodt yearendindDRcemtzai K 2 NR& G &
31,206x L& Al S@lFftdzZZ dSa (KS ! eadanehnWd is@dla actdBiNgrRtidy | Yy O S
mission statement in place on December 31, 2afhd the measurement standardsi@pted by the

Authority Board.
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Chautauqua, Cattaraugus, Allegany & Steuben Counties

Southern Tier Extension Railroad Authority

Center for Regional Excellence, 4039 Route 219, Suite 200, Salamanca, New York 14779
TEL (716) 945-5301 FAX (716) 945-5550 TDD (716) 945-5301

"This institution is an equal opportunity organization”

Terry Everetts, Chairman
Richard Zink, Chief Executive Officer

SelfEvaluation for STERA foné year ending December 31, 261

1. Operating railroad providing adequate rail service

Evaluation: TheWestern New York and Pennsylvania Railroad, p(MBLY Bis providing adequate
rail service on a costffective, asneeded basis on both thBouthern Tier ExtensiosTkand
Buffalo rail lines. STERA is meeting this goal.

2. Increased rail shipping carload volumes

Evaluation: The Southern Tier Extension freight volum&@1i6 continued to be down from the
historical maximum of 54,000 carloads per year experienced several yearslyeioo the
presumed permanent loss of overhead unit coal train trafficeight volumedecreased 16%om
2015to 2016 across the system in synch with tietional depression in railroad volume®f

LI NI AOdzE F NJ y2G4S Aa | NBRdzOGA2Y 2F ccy OFNI2IRa

largest cusbmer, International Wax GroupThis was caused by ti@dza (i 2 ivaBilkyXoasource
needed feed ®ck due to a large reduction of refining activity in early 202@lditionally, fracking
sand activity was reduced by over 700 carloads due to a pullback of oil and gas well activity in
northern Pennsylvania

Total carloads for the entiresystem:

2015 Carloads Notes
Overhead Freight 116 orftft {¢9 9Faimnz2Sai
Local Freight 3,524 Southern Tier Extension line
4,682 Buffalo line
8.206 Total local freight
Total 8,322 Total system
2016 Carloads Notes
Overhead Fright 156 oLttt {¢9 9laidm2Sai
Local Freight 1,598 Southern Tier Extension line
5,202 Buffalo line
6,800 Total local freight
Total 6,956 Total system

Conclusiong; Coal and other overhead traffic has Imeeliminated by Norfolk Southern Corporation.
Local freight traffic has decreased bath the Southern Tier Extension and on the Buffalo Line.

-

-

YIAY

YIAY
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For2017, local freight traffic is projected to be somewhat above &@56carloads ir2016
attributable to hcreased aggregate shipping, increased frack sand unloading activitgnaadckady
realized rebounaf wax refinery traffic along the Buffalo LinBoth Monofrax and Bush Industries
in the Jamestown area are projecting strong rail activity in 200¥ecarrier is changing routing of
certain segments of traffic enroute to Meadville, PA so that it will now traverse the Southern Tier
Extension LineThis is caused by a weight restricted bridge on the Norfolk Southern system near
Ohio and the need to prodé Meadville customers with 286K gross carloadirigss should add
approximately 500 car loads across the Extension Line.

While a reduction of carloads was realized between 2015 and 2016, it was in proportionate relation
to a national reduction of radctivity. STERAelieves itoverall goal of increased rail carload

shipping volume$y all indications will be restored in 201Thelonger term decrease in total

system carload shipping volumes from historical maximums is a shortcoming that STER&ahopes
be addressed in coming years.

. Opportunities for additional business expansion and development based on rail service

Evaluation: There are five types of opportunities for additional business expansion and
development based on rail service, as fokow

1) Ongoing WNYP marketing efforts

2) Economic development community (state and local) marketing and development efforts

3) Reutilization of vacant or underutilized ra#rved facilities and sites

4) Transload facility projectSTERA has proposed construction apdration of a transload
facility in the Olean railroad yards, which should assist businesses throughout the region
(especially those not located along the railroad lines) with obtaining rail service at
competitive pricing. This should facilitate theegtion andexpansion of these businesses.

5) Site development projectSTERA also has worked with the counties to develop an inventory
of developable sites along the railroad lines, and in60ill continue towork toward
encouraging the counties to makedse sites shovekady and market theites for business
development.

These efforts all are lorigrm strategies, dependent upon (a) financial resources available to STERA
and its local partners and (b) successful identification of a developer or condeaimng to locate
or expand operations in part as a consequence of rail service availability.

Documentation of rehabilitation efforts and functional performance tte railroad line

Evaluation: Rehabilitation projects on the STERA railroad systeneittier STERA8ponsored or
WNYP sponsored.

STERASponsored Rehabilitation Projects

{¢ow! Qa4 fAYS NBKIOGATAGFGAZ2Y YR AYLINRGSYSyYyd I OG7
limited by fundingconstraintsat the state and federal government levedsd by matching funds
availability Matching funds for construction projects typicadlye provided to STERA by WNYP.
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During calendar year 2@ STER&ontinued closeout activities on a project that had been
completed in a prior yeacompletedthree rehabilitation projectghat had been funded in a prior
year, received funding for a project that will commence in 2017, and submitted a funding
application for a project that is projected to commence in 2017.

The project that had been completed in a priaar, but for which STERA continued closeout
activities in 2016 was a FEMdnded project. STERA anticipates final closeout in 2017. This project
involved the repair and remediatio mitigation of forty-seven(47) locations in Allegany

Cattaraugus, Chaauqua, and Steube@ounteswhere the Southern Tier Extension Line had

suffered storm damage in April and May of 20T his projechad beerfunded by FEMA (federal)

grant funding, New York State Emergency Management Office (NYS EMO) grant fundiMgriNew
StateDivision of Homeland Security & Emergency Serg¥SDHSESyrant fundingand local

share grant funding fromVNYP.

Thefirst rehabilitation project that STERAmMpletedin 2016 was a track realignment and bridge
repair project in Chautaugu@ounty, on the Southern Tier Extension line. This project was funded
by NYS DOT, with matching funds provided by WM F the work on this project has been
completed as of the end of 2015; however, additional project funds remained, and STER&dreceiv
approval to extend the project deadline through the end of 2016 and complete additional project
work elements to better serve rail shippers on the lirf€TERA utilized all of the funds remaining
that could be used within the geographic bounds of thigimal project scope. At the end of 2016,
STERA is awaiting closeout by NYS DOT.

Thesecondrehabilitation project that STERAmMpletedin 2016 wasa projectthat involved the

repair of four grade crossings and the installation of 8,000 railroadtiése Buffalo Rail LineAll

of the work on this project lthbeen completed as of the end of 2015; however, additional project
funds remaimd, and STERA received approval to extend the project deadline through the end of
2016 and complete additional projeatork elements to better serve rail shippers on the lir&TERA
used the extension and unspent funds to rehab four additional grade crossings on the Buffalo line
north in the Olean area (Back Hinsdale Road, Oregon road, Haskell Road, and Promisedd)and Roa
and install (approximately $25,000 of) additional ties. As of the end of 2016, all work has been
completed, andhere should be less than $15,000 remaining of project furtsthe end of 2016,
STERA is awaiting closeout by NYS DOT.

Thethird rehablitation project that STER#ompletedin 2016 wasa project that involvedhe repair

of track on the Southern Tier Extension Rail Line in Cattaraugus County between Killbuck and Olean,
plus additional work in the Olean Yard. Local match funding will ®aded by WNYPThe project

involved the installation of 10,000 rail ties between Olean and Killbuck (Cattaraugus County), the
repair of 11 rail switches, the installation of 12,000 tons of ballast, surfacing and alignment of track
and turnouts, the rehattitation of three atgrade crossings, and the rehabilitation of 11 turnouts.

All project work has been completedt the end of 2016STERA is awaiting closeout by NYS DOT.

In August 20155 TERA submitted an application to NYS DOT for $1,600,00040¢ BfeRt funds, to
be matched by $400000f WNYP funds. The project would involve replacing 8,000 linear feet of
welded rail in Carrolton in Cattaraugus County, and repairing three bridges in Jamestown, one
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bridge in Salamanca, and one bridge in Olealhwork except the Olean bridge is to be done on the
Southern Tier Extension; the Olean bridge is on the Buffalo 8i&RA received a contract from NYS
DOT for the project in late 2016, and will commence work on the project in 2017.

In late 2016, STERsubmitted a grant application to NYS DOT for the 2016 PFRAP funding cycle. The
project, STERA Olean Enginehouse and Yard Improvement Pre@dt involve improvements to

the enginehouse in the Olean yard, installation of a yard video security sytsterimstallation of

6,000 6x8 tiesn the Olean yard, and theeplacanent of 8 switchesn the Olean yard. The work

would be done on the Southern Tier Extension Lifdunded, work would commence in 2017.

WNYPRSponsored Rehabilitation Projects

WNYP hs participated financially in Statanded and Federallfunded projects over the years and
has seHfunded a limited number of rehabilitation projects when State and Federal funds have not
been available. Penn DOT has funded a number of rehabilitataeqgts in Pennsylvania in
combination with WNF with no STERA involvement.

Conclusiong; Although the railroad line continues to experiermegoingdeterioration with the

passage of time and exposure to weather, and especially as the prior owner @adrditferred

any maintenance on the line (and in fact had removed line assets for use elsewhere in its system) for
over 25 years, theumulativeeffect2 ¥ { ¢ 9w! Q&4 YR 2b,t Q& 2y32Ay3 NBL
mitigation / improvement progranmas beerto restore all of theSouthern Tier &lroadLineto

serviceto make needed repairs to enable the two lines to carry commercial freight in a safe and
commercially viable fashion, to work towairtreasingand maintainingjraffic speeds toward 25

miles per hour a all of the line \{ith some sections at 40 miles per hoand also withkexceptions

being areas that occasionally are flagged for 10 mile service until repairs can be amabieprking

toward developing a standard car weight capacity of the line at Z86p®unds, the federal

standard

STERA is meeting this goal.
Encouragement of safe railroad operations

Evaluation: During 206> { ¢ 9w! Qa LINRPINBaa 2y NI At NBKFOATAGLE
safe railroad operations on the two rail lines tHfBTERAowng ¢ 9 w! Q& | LILX A Ol GA2Yy T2
another rail rehabilitation project also is intended to encourage safe railroad operations. STERA also
encouraged Operation Lifesaver training in communities in which it owns rail BIESRA also is

working with WNYP and the Emergency Management Offices of Chautauqua and Cattaraugus

Counties to schedule railroad safety for emergency responder trainings in Jamestown and Olean in

the spring of 2017.

STERA is meeting this goal.
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6. Clean audit report and NYS ABcompliance report

Evaluation: On March27, 2017, STERA receivextlean auditreport for the year ending December
31, 205. The auditor found no instances of significant or matdrigdrnal control deficiencies.

STERA & -e&afuftidn is that it rmainsin compliance with the PAAA, the PARA, the Public
Authorities Law, and other laws and regulatiof8T ERA has not undergone a NYS ABO compliance
and performance field audit since its inceptimn200Q

STERA is meeting this goal.

Summary: Overall SelEvaluation

On the whole STERA is achieving its purpose and meeting its gallough rail traffic is down
somewhat, mce macroeconomic conditions improve, STERA expects rail traffic volumes to
grow once againAsadditionalNYS DOT fundecome availableSTERA anticipates
undertaking ongoing rehabilitation activities.

Adopted by the STERA
Board of Directors on
March 27, 2017

i Htldrs [F D Ve

Thomas M. Barnes
STERA Corporate Secretary
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Personal and Bal Property Transactions

STERA owns no personal property. STERA contracts with the Southern Tier West Regional Planning and
Development Board for administrative services, including the use of traditional business assets (e.g.,
office machines, furnitug, telephones, etc.) classified as personal property.

STERA is in title to certain real estate assets transferred to it by Norfolk Southern Corporation in
February 2001 and February 2007, which comprise the Southern Tier Extension Railrgadthane
east-west line)and the Buffalo Line (dhe north-south line), respectively. Pursuant to the agreement
between STERA and Norfolk Southern Corporation, STERA retains title to these assets for a period of
years, after which time, these real estates assets, the improvements thereto, reverotNorfolk

Southern Corporation.

Pursuant to the agreement between STERA and Norfolk Southern Corporation, Norfolk Southern retains
the exclusive right to sell, transfer, or otherwise dispose of these real estate aSEERA does not

have the right to sell, transfer, or otherwise dispose of these real estate assets. The agreement between
STERA and Norfolk Southern Corporation also provides that upon any abandonment by Norfolk
Southern Corporation of any or all of theal estate assets, STERA has the right of first refusal to acquire
the abandoned assets at a price set through a formula stipulated in the agreement. Norfolk Southern
Corporation subsequently has transferred its right to sell, transfer, or otherwipesiisof these real

estate assets to the Western New York and Pennsylvania Railroad Company. This transfer does not
modify{ ¢ 9 wigh€3 &r circumstances with respectgelling, transferring, or otherwise disposing of
railroad real estate assets on theweo railroad lines; that itSTERA laskanyauthority to sell, transfer,

or otherwise dispose of these real estate ass&3ERA does not own any real estate other than that
subject to this agreement with Norfolk Southern.

Accordingly, STERA does natnoany personal property or real property that it has legal authority to
sell.

C2ft2Ay3a Aa {¢Ow! Qat dat NBPLISNI & 5AaLRaAGA2y t2f A0
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Chautauqua, Cattaraugus, Allegany & Steuben Counties

Southern Tier Extension Railroad Authority

Center for Regional Excellence, 4039 Route 219, Suite 200, Salamanca, New York 14779
TEL (716) 945-5301 FAX (716) 945-5550 TDD (716) 945-5301
"This institution is an equal opportunity organization”

Terry Everetts, Chairman
Richard Zink, Chief Executive Officer

PROPERTY DISPOSITION POLICY

This policy is adopted pursuant to Secti@d®5, 288, AND 25906f the NYS Public Authorities Law.

1. Definitions

A. "Contracting officer" shall mean the officer or employee of the Chautauqua, Cattaraugus,
Allegany and Steuben Southern Tier Extension Railroad Authority (hereinafter, the
"Corporation") who shalbe appointed by resolution to be responsible for the disposition of
property.

B. "Dispose" or "disposal" shall mean transfer of title or any other beneficial interest in personal or
real property in accordance with Section 2897 of the Public Authorities Law.

C. "Property" shall mean personal property in excess of five thousand dollars ($5,000) in value, and
real property, and any inchoate or other interest in such property, to the extent that such
interest may be conveyed to another person for any purposepekaf an interest securing a
loan or other financial obligation of another party.

2. Duties

A. The Corporation shall:

1.

maintain adequate inventory controls and accountability systems for all property owned by
the Corporation and under its control;

periodicallyinventory such property to determine which property shall be disposed of;
produce a written report of such property in accordance with subsection B herewith; and

transfer or dispose of such property as promptly and practicably as possible in accordance
with Section 3 below.

B. The Corporation shall:

1.

publish, not less frequently than annually, a report that (a) lists all real property owned and
that (b) provides a full description of all real and personal property disposed of during the
year, the price receivfor that property, and the name of the purchaser for all the

property sold during the year.

transmit copies of such report to the Comptroller of the State of New York, the Director of
the Budget of State of New York, the Commissioner of the New Yok Gtfite of General
Services, the New York State Legislature (via distribution to the majority leader of the senate
and the speaker of the assembly), and the New York State Authority Budget Office.

51



3. Transfer or Disposition of Property

A.

Supervision and Dirdon. Except as otherwise provided herein, the Contracting Officer shall
have supervision and direction over the disposition and sale of property of the Corporation. The
Corporation shall have the right to dispose of its property for any valid corppratgse.

Custody and ControlThe custody and control of Corporation property, pending its disposition,
and the disposal of such property, shall be performed by the Corporation or by the
Commissioner of General Services when so authorized under thisrsecti

. Method of Disposition Unless otherwise permitted, the Corporation shall dispose of property

for not less than its fair market value by sale, exchange, or transfer, for cash, credit, or other
property, with or without warranty, and upon such other tes and conditions as the

Corporation and/or contracting officer deems proper. The Corporation may execute such
documents for the transfer of title or other interest in property and take such other action as it
deems necessary or proper to dispose of spibperty under the provisions of this section.
Provided, however, except in compliance with all applicable law, no disposition of real property
or any interest in real property shall be made unless an appraisal of the value of such property
has been madéy an independent appraiser and included in the record of the transaction, and,
provided further, that no disposition of any other property, which because of its unique nature
or the unique circumstances of the proposed transaction is not readily valuegfdrgnce to an
active market for similar property, shall be made without a similar appraisal.

. Sales by the Commissioner of General Services (the "Commissioh&n the Corporation

shall have deemed that transfer of property by the Commissioner wildvantageous to the
State of New York, the Corporation may enter into an agreement with the Commissioner of
pursuant to which Commissioner may dispose of property of the Corporation under terms and
conditions agreed to by the Corporation and the Comnaissi. In disposing of any such
property, the Commissioner shall be bound by the terms hereof and references to the
contracting officer shall be deemed to refer to such Commissioner.

Validity of Deed, Bill of Sale, Lease, or Other Instruméntieed, bilbf sale, lease, or other
instrument executed by or on behalf of the Corporation, purporting to transfer title or any other
interest in property of the Corporation in accordance herewith shall be conclusive evidence of
compliance with the provisions of tee guidelines and all applicable law insofar as concerns
title or other interest of any bona fide grantee or transferee who has given valuable
consideration for such title or other interest and has not received actual or constructive notice
of lack of sucltompliance prior to the closing.

Bids for Disposal; Advertising; Procedure; Disposal by Negotiation; Explanatory Statement

1. Except as permitted by all applicable law, all disposals or contracts for disposal of property
made or authorized by the Corporatichall be made after publicly advertising for bids
except as provided in paragraph 3 of this Subsection F.

2. Whenever public advertising for bids is required under paragraph 1 of this Subsection F:

a. the advertisement for bids shall be made at such time piwdahe disposal or contract,
through such methods, and on such terms and conditions as shall permit full and free
competition consistent with the value and nature of the property proposed for
disposition;

52



b. all bids shall be publicly disclosed at the tinmel glace stated in the advertisement; and

c. the award shall be made with reasonable promptness by notice to the responsible
bidder whose bid, conforming to the invitation for bids, will be most advantageous to
the Corporation, price and other factors considd; provided, that all bids may be
rejected at the Corporation's discretion.

3. Disposals and contracts for disposal of property may be negotiated or made by public
auction without regard to paragraphs 1 and 2 of this Subsection F but subject to obtaining
such competition as is feasible under the circumstances, if:

a. the personal property involved is has qualities separate from the utilitarian purpose of
such property, such as artistic quality, antiquity, historical significance, rarity, or other
quality of smilar effect, that would tend to increase its value, or if the personal property
is to be sold in such quantity that, if it were disposed of under paragraphs 1 and 2 of this
Subsection F, would adversely affect the state or local market for such propedyhe
estimated fair market value of such property and other satisfactory terms of disposal
can be obtained by negotiation;

b. the fair market value of the property does not exceed fifteen thousand dollars;

c. bid prices after advertising therefore are notasonable, either as to all or some part of
the property, or have not been independently arrived at in open competition;

d. the disposal will be to the state or any political subdivision, and the estimated fair
market value of the property and other satisfacy terms of disposal are obtained by
negotiation;

e. under those circumstances permitted pgragraph 5 of this Subsectiour,
f. such action is otherwise authorized by law.
4. Explanatory Statement

a. An explanatory statement shall be prepared of the circumstantesch disposal by
negotiation of:

1. any personal property which has an estimated fair market value inssxzififteen
thousand dollars;

2. any real property that has an estimated fair market value in excess of one hundred
thousand dollars, except that angal property disposed of by lease or exchange
shall only be subject to clausestBough 5 of this subparagraph;

3. any real property disposed of by lease for a term of five years or less, if the
estimated fair annual rent is in excess of one hundred thoushidrs for any of
such years;

4. any real property disposed of by lease for a term of more than five years, if the total
estimated rent over the term of the lease is in excessr& bundred thousand
dollars; or
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5. any real property or real and related persémaoperty disposed of by exchange,
regardless of value, or any property any part of the consideration for which is real

property.

b. Each such statement shall be transmitted to the persons entitled to receive copies of
the report required under all applicablaw not less than ninety (90) days in advance of
such disposal (namely the New York Office of the Comptroller, the New York State
Director of the Budget, the Commissioner of the New York State Department of General
Services, and the New York State Lagisé via distribution to the majority leader of
the senate and the speaker of the assembly), and a copy thereof shall be preserved in
the files of the Corporation.

5. Disposal of propertydr less than fair market value.

a. No asset owned, leased or otherwisetihe control of the Corporation may be sold,
leased, or otherwise alienated for less than its fair market vakeept if:

1. the transferee is a government or other public entity, and the terms and conditions
of the transfer require that the ownership andei of the asset will remain with the
government or any other public entity;

2. the purpose of the transfer is within the purpose, mission or goversiatute of
the Corporation; or

3. in the event the Corporation seeks to transfer an asset for less thanrits&aket
value to other than a governmental entity, which disposal would not be consistent
GAGK GKS /7 2NLRNFYdA2y Q& YAaaAizys LiJdzN1lJl2asS 2
provide written notification thereof to the governor, the speaker of the assgmbl
and the temporary president of the senate, and such proposed transfer shall be
subject to denial by the governor, the senate, or the assembly. Denial by the
governor shall take the form of a signed certification by the governor. Denial by
either houseof the legislature shall take the form of a resolution by such house.
The governor and each house of the legislature shall take any such action within
sixty days of receiving notification of such proposed transfer during the months of
January through Jum provided that if the legislature receives notification of a
proposed transfer during the months of July through December, the legislature may
take any such action within sixty days of January first of the following year. If no
such resolution or ceriitation is performed within sixty days of such notification of
the proposed transfer to the governor, senate, and assembly, the Corporation may
effectuate such transfer. Provided, however, that with respect to a below market
transfer by the Corporation it is not within the purpose, mission or governing
statute of the Corporation, if the governing statute provides for the approval of such
transfer by the executive and legislative branches of the political subdivision in
which the Corporation resides, atite transfer is of property obtained by the
Corporation from that political subdivision, then such approval shall Hecwuit to
permit the transfer.

b. Inthe event a below fair market value asset transfer is proposed, the following
information must be preidedtothe Cora NI G A2y Qa . 21 NR YR GKS L

1. afull description of the asset;
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2. an appraisal of the fair market value of the asset and any other information
establishing the fair market value sought the Board of the Corporation;

3. adescription of the prpose of the transfer, and a reasonable statement of the kind
and amount of the benefit to the public resulting from the transfer, including but
not limited to the kind, number, location, wages or salaries of jobs created or
preserved as required by theansfer, the benefits, if any, to the communities in
which the asset is situated as are required by thesfar;

a statement of the value to be received cpared to the fair market value;

the names of any private parties participating in the transfer, fulifferent than
the statement required by subparagraph 4 of this paragraph, a statement of the
value D the private party; and

6. the names of other private parties who have made an offer for such asset, the value
offered, and the purpose for whiclé asgt was sought to be used.

c. Before approving the disposal of any property for less than fair market value, the Board
of the Corporation shall consider the information described in paragraph b of this
subdivision and make a written determination that therencsreasonable alternative to
the proposed belowmarket transfer that would achieve the same purpose of such
transfer.

4. Modification and Amendment

This Property Disposition Policy is subject to modification and amendment at the discretion of the Board
of Directors of the Corporation and shall be filed annually with all local and state agencies as required
under all applicable law.

5. Designated Contracting Officer of the Corporation

The designated Contracting Officer for the Corporation is the Chief Bxecfficer, unless provided for
elsewhere in the policies of the Corporation.

This Property Disposition Policy was approved and adopted by the Board of the Corporation and is
effective immediately as approved aadopted this 30th day of March, 2010.

Adopted by the STERA
Board of Directors on
March 30, 2010

Thomas M. Barnes
STERA Corporate Secretary
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Listing of Real Property for the Year Ending December 31620

Following is thdReal Property Report for the year ending Decembe2816, which prwides dlisting of
all real property owned by the Authority during the year ending on Decembe2®8, and a listing of
all real property transactions (acquisitions or dispositions) during this reporting yesis indicated
above, here were no real pperty transactions (acquisitions or dispositions) duringytharending
December 312016.

tfSrasS y230S (GKS ab23Sa 2y t I NOSt +IfdzS I yR
listing.
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Chautauqua, Cattaraugus, Allegany & Steuben Counties

Southern Tier Extension Railroad Authority

Center for Regional Excellence, 4039 Route 219, Suite 200, Salamanca, New York 14779
TEL (716) 945-5301 FAX (716) 945-5550 TDD (716) 945-5301

"This institution is an equal opportunity organization”

Terry Everetts, Chairman
Richard Zink, Chief Executive Officer

Real Poperty Report for the year ending December 31, 21

1. Real property list §2896(3) of Public Authorities Law of the State of New York requires that each
public authority must publish, at least annually, a report listing all real property cdittieority. At
December 31, 215, the Authority is in title to the real propertyndicated in the list belowParcels are
listed first by rail line (i.e., first the Southern Tier Extension Line, followed by the Buffalo Line), then
within each line by county (preeding west to east on the Southern Tier Extension Line; all parcels
comprising the Buffalo Line that are owned by the Southern Tier Extension Railroad Authority are
located in Cattaraugus County), and then by municipality (proceeding in approximatéoaesestt order
on the Southern Tier Extension Line and in approximate Aor$outh order on the Buffalo Line).

Noteson Parcel Valuand Authority to Dispose of PropertyAll properties comprising the

Southern Tier Extension Line were acquired in 200th&yAuthority for a total of $1.00 in a

aAy3atsS GNryalOGAz2y FTNRBY tSyvyaetgdryial [AySa [[/
property holding company). The terms of this transaction provide that the Authority is in title to

these parcels for period of years, with the subsequent eventual reversion of the real estate

parcels to Pennsylvania Lines LLC. Additionally, the terms of this transactitmevestlusive

authority for real property transactions of these parcels in Norfolk SoutherndZatipn; the

Southern Tier Extension Railroad Authority has no legal authority to unilaterally dispose of or

transfer property, or to set the price for property disposed of or transferred, without the

approval and direction of Norfolk Southern Corporation.

Additionally, all properties comprising the Buffalo Line were acquired in 2007 by the Authority

for a total of $1.00 in a second single transaction from Pennsylvania Lines LLC (Norfolk Southern

I 2NLI2 NI GA2y Qa adzaARALF NE eNdrhsfof thightihsaiotdpvid€ 2 f RA y 3
that the Authority is in title to these parcels for a period of years, with the subsequent eventual
reversion of the real estate parcels to Pennsylvania Lines LLC; the Southern Tier Extension

Railroad Authority has nodal authority to unilaterally dispose of or transfer property, or to set

the price for property disposed of or transferred, without the approval and direction of Norfolk

Southern Corporation.

Accordingly, the Southern Tier Extension Railroad Authoritg do¢ have the ability to sell any
of the real poperty listed in this report.

Property listings were updated in 2010 and 2011 based on new information provided by each of the six
counties.
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Parcelldentification # Municipality

Sauthern Tier Extension Line

Erie County (PA)

5017000000000
6006000000000
6021000000000
502000000000
08035118000300
08034117000100
07026085001401
07026085001400

Warren County (PA)

City of Corry
City of Corry
City of Corry
City of Corry
City of Corry
City of Corry
City of Corry
City of Corry

yv-001-89615
cy-002-8637
cy-003-9396

Freehold Township
Columbus Township
Columlus Township

Chautauqua County (NY3ee Note below)

91-9-91..RR1
91-9-91..RR2
107-1-1.1.S001
385.001-21
385.075-2
401.002-5
371.151-14
91-9-91..RR1
91-9-91..RR1
91-9-91..RR1
91-9-91..RR2
91-9-91..RR2
371.151-14
91-9-91..RR1
91-9-91..RR1
91-9-91..RR1
91-9-91..RR2
91-9-91..RR2
107-1-1.1.S001
385.001-21
385.0%5-2
401.062-5
1-1-75.10
1-1-77
2-1-695

Town of Harmony
Town of Harmony
Town of Bisti

Town of Busti

Town of Busti

Town of Busti

Town of Ellicott
Town of Ellicott
Town of Ellicott
Town of Ellicott
Town of Ellicott
Town of Ellicott
Village of Celoron
Village of Celoron
Village of Celoron
Village of Celoron
Village of Celoron
Village of Celoron
Village of Lakewood
Village of Lakewood
Village of Lakewood
Village of Lakewood
City of Jamestown
City of Jamestown
City of Jamestown

Property Description

Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension RigttWay

Southern Tier Extension Right of Way

Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way

Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension RigttWay
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southen Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extesion Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
SouthernTier Extension Right of Way
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Parcel Identificatior# Municipality

370.031-4
370.267-30
370.267-30..A
370.267-5
371.171-12
371.171-12..A
371.17-2-29
387.481-43
13-17-1..RR
371.151-14
91-9-91..RR1
91-9-91..RR1
91-9-91..RR1
91-9-91..RR2
91-9-91..RR2
339.152-2
339.152-41
34000-1-15
340.001-17
356.002-52
372.001-2
92-9-92..RR1
92-9-92..RR2

City of Jamestown
City of Jamestown
City of Jamdswn
City of Jamestown
City of Jamestown
City of Jamestown
City of Jamestown
City of Jamestown
Town of Poland
Village of Falconer
Village of Falconer
Village of Falconer
Village of Falconer
Village ofFalconer
Village of Falconer
Town of Poland
Town of Poland
Town of Poland
Town of Poland
Town of Poland
Town of Poland
Town of Poland
Town of Poland

Cattaraugus County (NY3ee Note 2 below)

69.0021-48
69.0041-47.2
70.0714-6
79.0021-30
80.0031-35.2
70.0001-.295
70.0001-.331
73.0731-11.1
73.0041-46
101.00%1-39./1
101.00%1-39./2
94.0031-14.1
94.0031-20
93.05%1-1
94.0401-26
94.0481-3./1
94.0733-25.1
94.0734-17
77.0031-2
77.0031-44

Town ofConewango
Town ofRandolph
Village ofRandolph
Town ofRandolph
Town ofCold Spring
Town of Red House
Town ofSalamanca
City of Salamanca
Town ofGred Valley
Town ofCarrollton
Town ofCarrollton
Town of Alegany
Town ofAllegany
Village ofAllegany
City of Olean

City of Olean

City of Olean

City of Olean

Town ofHinsdale
Town ofHinsdale

Property Description

Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier ExtengioRight of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension RigiftWay
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way

Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Egnsion Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension RightWwhy
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extefen Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tér Extension Right of Way
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Parcel Identificatior# Municipality

Allegany County (NY)

181-1-14.2
181-1-16
179.61-20
157-1-17
182.111-49
182.112-6
182.121-1
182-1-86
158-1-33
158-1-33.202
185-1-90
185-1-90.202
199-1-19.202
199-1-20
172.131-67
199-3-36
225:-1-29
214:-1-65
225.201-65
238.83-89.1
239-1-57
203-1-40
216.111-65
152-1-44
177-1-37
126-1-50
126.131-21

Steuben County (NY)

149.2001-006.000
150.0601-066.000
150.0601-025.000
151.1301-091.000

Town of Cuba
Town of Cuba
Village of Cuba
Town of Friendship
Town of Friendship
Town of Friendship
Town of Friendship
Town of Friendship
Town of Amity
Town of Amity
Town of Amity
Town of Amity
Town of Amity
Town of Amity
Village of Belmont
Town of Scio
Town of Scio
Town of Wellsville
Village of Wellsville
Village of Wellsville
Town of Wellsville
Town of Andover
Village of Andover
Town of Alfred
Town of Alfred
Town of Almond
Village of Almond

Village of Almond
Town ofHornellsville
Town of Hornellsville
City of Hornell

Property Description

Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of ya
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier ExtensioRight of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern TieExtension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southen Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way

Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
Southern Tier Extension Right of Way
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Parcel Identificatior# Municipality

Buffalo Line

Cattaraugus CountyNY)

Property Description

31.0031-48.2 Town ofMachias Buffalo Line Right of Way
31.0031-22 Town ofMachias Buffalo Line Right of Way
40.0012-24 Town ofFarmersville  Buffalo Line Right of Way
40.0031-22 Town ofFranklinvile Buffalo Line Right of Way
40.0781-2 Village ofFranklinville Buffalo Line Right of Way
49.0031-27 Town ofFranklinville  Buffalo Line Right of Way
58.0041-31 Town oflschua Buffalo Line Right of Way
58.0041-31./1 Town oflschua Buffalo Line Rig of Way

76.0042-22 Town ofHinsdale Buffalo Line Right of Way
85.0041-27 Town ofOlean Buffalo Line Right of Way
94.0481-3 City of Olean Buffalo Line Right of Way
94.0562-57 City of Olean Buffalo Line Right of Way
94.0761-77 Town ofOlean Buffalo Line Right of Way
104.0021-57 Town ofPortville Buffalo Line Right of Way
104.0021-57./1 Town ofPortville Buffalo Line Right of Way
104.0581-1 Village ofPortville Buffalo Line Right of Way
113.0021-50 Town ofPortville Buffalo Line Rig of Way

Note 1: In 2010, Chautauqua County stopped using two sets of parcel identification humbers, an old
numbering convention and a new numbering convention. STERA has included only the new
numbering convention herein.

Note 2: In prior years, Garaugus County had indicated that it did not report separate parcel
numbers for the Southern Tier Extension Railroad line in the towns of Cold Spring, Red House, and
Carrollton; accordingly, in prior years, these real estate interests (which apparentyclessified

as and grouped together as single rights of way on the Allegany Territory of the Seneca Nation of
Indians, as opposed to being separate parcels) were not listed herein. However, in 2010,
Cattaraugus County did report separate parcel numii@re®ne parcel in the Town of Cold Spring,

two parcels in the Town dZarrollton andin 2011, Cattaraugus County did reporte parcel in the

Town of Red HouseThere also continues to be one parcel number listed for all acreage in the Town
of Salamanca.

2. Real property acquisitions The Authority did nbmake any real property acquisitions during the
year ended December 31, 26

3. Real property dispositions Per the notesto Item #1 aboven the first page of this Reporthe
Authority did nd sellor otherwise dispose of any real property during the year ended December 31,
2016.
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Schedule of Personal and Real Property Transactions

Following is the Schedule of Personal &adl Property Transactions for the year ending December 31,
2016.

As regards personal property, this schedule indicates that:

1 STERA owned no personal property dugogs, and

1 STERA undertook no personal property transactions (i.e., acquisitions or dispositionsaaging

As regards real property, this schedule indicatesd:
9 STERA undertook no real property transactions (i.e., acquisitions or dispositions)a0i6ng

1 As of December 32016, STERA owned no real property with fair market value in excess of $15,000
that it intended to dispose of.

Schedule of Personalnal Real Property Transactions
For the Year Ending December 2016

Personal Property

Fair market value of all personal property owned

by STERA, December 2016 $0 (0 items)
Total number of personal property transactions,
year ending December 32016 0
Total value of all personal property transactions,
year ending December 32016 $0
Real Estate

Total number of real property transactions,
year ending December 32016 0

Fair market value of all real property having an
estimated fair maket value in excess of
$15,000 that STERA intends to dispose of,
held by STERA at December 2116 $0 (0 such parcels)

Fair market value of all real property having an
estimated fair market value in excess of
$15,000 that STERA disposed of during
the year ending December 32016 $0 (0 such parcels)
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Property Disposition Report for the year ending December 31,201

Following is a Propertisposition Report for the Ye&nding December 31, 26,1covering both real
and personal property.
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Chautauqua, Cattaraugus, Allegany & Steuben Counties

Southern Tier Extension Railroad Authority

Center for Regional Excellence, 4039 Route 219, Suite 200, Salamanca, New York 14779
TEL (716) 945-5301 FAX (716) 945-5550 TDD (716) 945-5301

"This institution is an equal opportunity organization”

Terry Everetts, Chairman
Richard Zink, Chief Executive Officer

Property Disposition Report for the year ending December 31,201

1. Notes on Authority to Dispose dRealPropertyand SettingParcel Value an&ale Price

Allreal property parcelscomprising the Southern Tier Extension birere acquired in 2001 by the

Authority for a total of $1.00 in a single transaction from Pennsylvania Lines LLC (Norfolk Southern

I 2NLI2 N} GA2y Qa &adz aiRAL NBvhidiBas $incd Biah hBSoxBdMyrfeli2 f RA y 3
Southern Corporation). Therms of this transaction provide that the Authority is in title to these

parcels for a period of years, with the subsequent eventual reversion of the real estate parcels to
Pennsylvania Lines LLC. Additionally, the terms of this transaction vest th&ivexaluthority for real
property transactionsnvolvingthese parcels in Norfolk Southern Corporatitme Southern Tier

Extension Railroad Authority has no legal authority to unilaterally dispose of or transfer property, or to
set the price for property idposed of or transferred, without the approval and direction of Norfolk
Southern Corporation.

Additionally, alreal property parcelscomprising the Buffalo Line were acquired in 2007 by the Authority
for a total of $1.00 in a second single transactiamf Pennsylvania Lines LLC (Norfolk Southern

/ 2N1IR2 NI GA2yQa &Adz0 AARAIFNE NBIf LINRPLISNIE K2f RAy3
Authority is in title to these parcels for a period of years, with the subsequent eventual reversian of th
real estate parcels to Pennsylvania Lines lAdditionally, the terms of this transaction vest the

exclusive authority for real property transactioimyolvingthese parcels in Norfolk Southern
Corporationthe Southern Tier Extension Railroad Authgtias no legal authority to unilaterally

dispose of or transfer property, or to set the price for property disposed of or transferred, without the
approval and direction of Norfolk Southern Corporation.

Accordingly, the Southern Tier Extension Railroathésity does not have théegal authority ombility
to sell any of the real propertyp which it is title or to unilaterally set the price or terms for any parcel
sold

2. RealProperty Dispositionsduring the year ended December 31, 261

Peritem #1 abovethe Authority did nosell or otherwise dispose of any real property during the year
ended December 31, 26.

3. Personal Property

STERA owned no personal property during&20Additionally, STERA undertook no personal property
transactions (i.e procurementsor dispositions) duringhe year ended December 31, T
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Description of the Total Amounts of Assets, Services or Both Assets and Services Bought or Sold
Without Competitive Bidding During the Year Ending December 31620

The Public Authoritiesegountability Act andhe 2009 Public Authorities Reform Adbd not have
specific requirements for local public authorities for competitive bidding for purchase or sale
transactions. Section 2879 of the Public Authorities Accountability Act is specifioitibd to state
authorities, and does not include requirements focal public authorities.

However,Section 103 of the New York State General Municipal Law requires that all local public
authorities use the competitive bid process for all of contsdotrr public work involving an expenditure

of more than twenty thousand dollars and for all purchase contracts involving an expenditure of more
than ten thousand dollarsFurther, Section 1684 of the New York State General Municipal Law requires
authorities such as STERA to develop procurement guidelines, and specifies their content.

{¢ow! Qad /2y GNIOG YR t NPOdzZNBYSyd t 2New Y&k St Ij dzA NB &
General Municipal Laview York State Public Authorities Law, TitleAZ§ Section 2642 and U.S. Code
of Federal Regulations, Title 7, Volume 15, Chapter 30, Part 3019, Subpart C, Sec. 3019.44.

In 2016, STERA wasot involvedin any public works contracend did na enter into anypurchase
contracts involving an expenditurd more than ten thousand dollars

By the certification of this Annual Report by the Chief Executive Officer of STddeAjfiesthat he has
reviewed all purchases of assets, services, or both assets and services that were purchased by STERA
during2016 for more than fair market value, and all sales of assets, services, or both assets and services
that were sold by STERA durindl@®or lessthan fair market value, ande hasdetermined thatSTERA
complieswith applicable law and procurement guidelinesQifi dzR A y 3Cofitrac® and PRod&urement
Policy, Section 103 of the New York State General Municipal Law, the Public Authorities Accountability
Act, and the 2009 Public Authorities Reform ABTERA undertook rsaich purchases or sales during

2016.

Procuement Report

All Procurement Contracts entered into during 281

Vendor Subject Value
Edward Bysiek CPA, PLLC Audit Services $ 3,000.00
Hayes Corporation Directors and Officers Insurance $ 5,182.00
RONY Membership Ee $ 1,000.00
Southern Tier WesRPDB Administrative Services $ 17,500.00
Western New York and Pennsylvania

Railroad, LLC. Railroad Rehabilitation Services

Buffalo Line 71.30% 148,322.53
STE Rehab 17.301$ 282,868.10
FEMA $ 161,022.98
TotalWNYP $ 592,213.81
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Procurement contract entered into during 26.vith New York State busigssesand governmental
entities:

Vendor Subject Value
Edward Bysiek CPA, PLLC Audit Services $ 3,000.00
RONY Membership Fee $ 1,000.00
Southern Tier WeRPDB Administrative Services $ 17,500.00
Western New York and Pennsylvania

Railroad, LLC. Railroad Rehabilitation Services

Buffalo Line 71.30% 148,322.53
STE Rehab 17.301$ 282,86810
FEMA $ 161,022.98
Total WNYP $ 592,213.81

Procurement contract entered into during 261wvith foreign business enterprises:
None

ReportDetails

1. In 2016, STERA was not involved with gplic works contracter construction contracts, as these
types of cotracts are defined

2. During 208, STERA engaged in a number of procuremefgervices from WNYiade with
federal (FEMA) fundskach procurement was less than $100,080dthusdid not require
competitive procurementalthough cumulatively these paymentio WNYP totaled $161,022.98 in
2016 Nonetheless, dr these procurements, STERA utilized a Best Value procuremetiteriac
select the contractor.

3. During 2056, STERArocured directors and officers insurand@ough competitive procurement and

bid pracesses, and selected the low price quotatign¢ 9 w! Q& o NB {1 SNJ RAR &aSS]

the directors and officers insurance and STERA selected the low price quotali&RRA has certified
that the fees paid fothis service represers fair market vale for thisservice.

4. STERA has procured independent auditing services through a competitive procurement process,
resulting in a multiyear(five year)ontract, the last year of whickill bethe audit for the year
ending December 31, 201 ih any eventas was indicated abov8TERA is not required to procure
professional servicesuch as auditing servicebyough a competitive procurement process.
Contracts for professional services involve contracting for the application of specialized expertise,
the use of professional judgment, or a high degree of creativity. Professional services also may
include services which require special education and/or training, license to practice, or that are
creative in nature.

5. During 208, STERAtilized nolegal sernges If STERA had utilized legal services in 2016, it would
have procured them froms longstandindegalcounsel, which was selected owing to its expertise
relating to publicauthorities STERA has certified that the fees paid for these services eepfag

market value for these services, especially given the specialized nature of the services provided and
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the expertise required.nlany eventas was indicated abov&TERA is not required to procure
professional servicesuch as legal counsel sims)through a competitive procurement process.
Contracts for professional services involve contracting for the application of specialized expertise,
the use of professional judgment, or a high degree of creativity. Professional services also may
include services which require special education and/or training, license to practice, or that are
creative in nature.

6. During 2016, STERRocured administrative and staffing services, including construction contract
administration services, from its longstandimendor Southern Tier West Regional Planning and
Development Board. STERA continues to procure these services from this entity because of its
expertise and experience relevant to STERA,; because of its position of providing services to the
counties, muniipalities and private sector in the southern tier counties of New York State; because
2F {2dziKSNY ¢ASNI 2SadGQa adlddza Fa || I2GSNYYSy il f
contracts of this nature as ceblised contracts as opposed to prdfiased ontracts; and because
2T {2dzZiKSNYy ¢ASNI 2SaiQa NBO2NR 2F AYLI NIAIFfAGE ¢
authority. STERA did not procure these administrative services through a competitive procurement
process. Nonetheless, STERA cestifiat this procurement is a Best Value procurement of
services, that it could not procure services of equal quality from any source, and that it could not
procure satisfactory substitute services at a lower or even equal price. Furthermore, STERA certifi
that the fees paid for all of these services represent fair market value for these services, especially
given the specialized nature of the services provided and the expertise req@mEERA feels that
this relationship allows it to obtain these sar@s necessary to its operation at a fair price that does
not exceed their market value.

7. During 2017, STERAnNtinued isannual procurement of membership in the Railroads of New York
(RONY) industry group. STERA feels that this membership provides S(hEERAess to
information essential to its operations and ability to effect its mission. RONY sets membership fees,
S0 competitive procurement is impossible.

Certifications: TheChief Executive Officer of STERA certifieshbdiasreviewedthe terms ofthese

purchases of servicemdhasdetermined that theycomplywith applicable law and procurement

guidelines, including ¢ 9 w! Qa / 2y (i N} Ol laytRIsotcaiHia3 tzhtBovieSoftiieset 2 f A O& =
contractsinvolved a contract price for services purchaseditexceeded fair market value.

On March27, 2017, the STERBoard of Directorseviewedthe terms ofthese purchases of servicaad
determined that theycomplywith applicable law and procurement guidelines, including 9 w! Q&
Contract and Procurement Pafi@nd also certifies that none of these contrairtgolved a contract
price for services purchased that exceeded fair market value

RICHARD T. ZINK
ChiefExecutiveOfficer

March 27, 2017

Date
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Chautauqua, Cattaraugus, Allegany & Steuben Counties

Southern Tier Extension Railroad Authority
Center for Regional Excellence, 4039 Route 219, Suite 200, Salamanca, New York 14779
TEL (716) 945-5301 FAX (716) 945-5550 TDD (716) 945-5301
"This institution is an equal opportunity organization”

Terry Everetts, Chairman
Richard Zink, Chief Executive Officer

CONTRACT AND PROCUREMENT POLICY

1. The Chautauqua, Cattaraugus, Allegany and Steuben Southern Tier Extension Railroad Authority (hereinafter
G! dziK2NAG@éuv KIFI& FR2LIGSR GKAAa /2y0iNXOG YR t NEOdzNBYSy

NYSPublic Authorities Law (PAL), TitleR8, Section 264 6 LINR OdzNBYSy i NXBIjdzZA NBYSy i a
legislation).

A.

G.

NYS Public Authorities Law (PAL), Section 2824 (general procurement requirements for public authorities in NYS).

C. NYS Labor Law, Sectiom?2 0 (G KS aadl dS LINBGIAftAYy3 ¢3S L ge0x 2yt e
construction contracts undertaken by the Authority.

b,{ {GF)3S CAYylyOS [I¢ aSOlA2y mMop O6GKS a2A0l1a [lsé&0Z
contracts undertaken by the Authority.

NYS State Finance Law, Sectionsj8®1139] 0 G KS dat NP OdzZNBYSy G [200@Ay3 [ &

NYS Executive Law Article ARMWBE requirements), applicable to all procurement contracts undertaken by the
Authority.

US Code of Fedal Regulations, Title 7, Volume 15, Chapter 30, Part 3019, section 3019.44, only applicable for
purchase contracts using federal funds of $100,000 or more.

Any conflicts between this Contract and Procurement Policy and those laws shall be resolved @f fagse laws.

2. General procurement procedures with respectdampetitiveprocurement:

A. The Authority may procure commodities, equipment, goods or services not otherwise subject to the provisions of
either paragraph 2.B or paragraph 2.C herein throudest Value standard, which takes into consideration other
factors than just price, per the following procedures:

1.

Up to $5,000 per instanogPurchases may be made without competitive procurement at the discretion of the
Chairperson or chief executive officof the Authority or other authorized designee.

Greater than $5,000 to $50,000 per instarcBurchases may be made based upon documented verbal
guotations or written/fax/email quotations from at least three vendors.

Greater than $50,000 per instangéPurchases may be made based upon Written Request for Proposal.

Notwithstanding the foregoing, the Authority is not required to procure professional services through a
competitive procurement process. Contracts for professional services involve the applichspecialized
expertise, the use of professional judgment, or a high degree of creativity. Professional services also may
include services which require special education and/or training, license to practice or are creative in nature.
Examples inclde: lawyers, accountants, and engineers. Additionally, professional service contracts often
involve a relationship of trust and confidence in the vendor. Procurement of professional services is not
subject to the solicitation procedures contained herein.

Notwithstanding the foregoing, should the Authority make a determination that the public interest is best
served by making a purchase of commodities, equipment, goods or services without competitive
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procurement, finding:

a. that the proposed vendor is quékd to perform the work required or provide the commodities,
equipment, goods or services required,

b. that the proposed vendor is responsible and reliable,

c. that the price to be set for the procurement is likely to be either the lowest price if a compgetitiv
procurement were followed or a fair market price for the commaodities, equipment, goods or services
required, that is, the price is likely to be a Best Value, and

d. thatthere is some valid public purpose for not undertaking a competitive procurement gspteeinclude
but not be limited to public safety, public health, and timeliness,

then the Authority may procure those commodities, equipment, goods or services without competitive
procurement, regardless of the dollar value involved, provided that tleegrement does not involve either:

a. aprocurement involving an expenditure of more than $5,000 that is relatedn@saconstruction
project, per paragraph 2.B, or

b. a purchase involving federal funds of $100,000 or more, per paragraph 2.C.

6. Notwithstanding he foregoing, should cumulative procurements pursuant to paragraphs 2.A.1 or 2.A.2 above
exceed $100,000 per calendar year for a single vendor, the Authority shall consider preparing a Written
Request for Proposal for such procurements.

B. Competitive procurment is required by NYS Public Authorities Law Section-86#% any construction contract
involving an expenditure of more than $5,000. The contract must be awarded to the lowest bidder who, in
{¢ow! Qa 2LIAYA2Y S A& | dzF f an@i whd R respansibléandediably. Hovieger, thig NJ NI ||
competitive procurement requirement applies only to new construction projects and not to contracts for
reconstruction, rehabilitation, improvements, maintenance, or repair work, which are consideredrorbe
construction projects.

C. Competitive procurement is required by US Code of Federal Regulations, Title 7, Volume 15, Chapter 30, Part 3019,
section 3019.44 for any procurements made with federal funds involving a contract of $100,000 or more. See
paragaph 5 herein for specific requirements. However, when utiliigral funds, competitive bidding is not
required for procurementsf less than $100,000.

3. Other specific procurement requirements not related to competitive procurement:

A. Construction contacts involving the reconstruction of, rehabilitation of, and improvements to buildings are
required to conform to state prevailing wage law (NYS Labor Law Section 220) and Wicks Law (NYS Finance Law
Section 135).

B. The Authority must conform to the requiremés of NYS Executive Law ArticleA ¥elating to MWBE
requirements with respect to all procurements. This ArticleAlfquirement does not require a competitive
procurement procedure.

C. The Authority must conform to the requirements of the Procurementhyiaihg Law contained in NYS Finance Law
Sections 139 and 139k, which relate to ensuring that only permissible contacts occur during the restricted period
2F (GKS ! dzK2NA G2 Qa LINPOAZNBYSYyd LINPOS&A T2 NeildRaSsizNE Y Sy
of $15,000. The Sections 1Band 139k requirements do not require a competitive procurement procedure.

4. Miscellaneous procurement provisions:

A. Any contract awarded by the Authority shall contain such terms and conditions as the Authoritjeeray
desirable, consistent with the provisions of this Policy and all applicable law.
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B. The Authority may reject any or all bids or waive any informality in a bid if it believes that the public interest will be
promoted thereby. The Authority may reject abig, if, in its judgment, the business and technical organization,
plant, resources, financial standing, or experience of the bidder justifies such rejection in view of the work to be
performed.

C. The Authority is not subject to the NYS General Municipal La
D. The Authority is not subject to NYS Finance Law Sectioa.136

5. For purchase contracts involving federal funds of $100,000 or more, the Authority must adhere to the competitive
procurement provisions of U.S. Code of Federal Regulations, Title 7, Vdb@adpter 30, Part 3019, Subpart C,
Section 3019.44. The requirements shall include the following:

A. Normally, purchases shall be made by competitive procurement using a sealed bid or other bidding process in
which the opportunity for collusion can be exgted to be avoided or minimized. The selected bidder normally
shall be the apparent low bidder who meets the requirements or standards of paragraph 5.B herein.

B. Contracts shall be made only with responsible contractors who possess the potential alpktfdom successfully
under the term and conditions of the proposed procurement. Consideration shall be given to such matters as
contractor integrity, record of past performance, financial and technical resources or accessibility to other
necessary resoues. In certain circumstances, contracts with certain parties are restricted by agencies'
AYLX SYSyGlrdAaz2y 2F | o{d® 9dhdQa MHpnd YR MHcy dpEI a5Sol !

C. The Authority shall make positive efforts to utilize small businesses, mirawityed firms and women's business
enterprises, whenever possible. In this regard, the Authority shall consider in the contract process whether firms
competing for larger contracts intend to subcontract with small businesses, mirawityed firms, and women's
busines enterprises.

D. The Authority shall determine the type of contract used (e.qg., fixed price contracts, cost reimbursable contracts,
purchase orders, and incentive contracts), but in any event the contract used shall be appropriate for the particular
procurenSy i ' yR FT2NJ 0KS LINBY2(GA2y 2F (KS o0Sai -pusaSNBald 21
percentageof-O2 a ¢ 2NJ aLISNOSy Gl 3S 2F O2yaiiNWzOGA2y Oz2aié¢ YSif

E. The Authority shall keep records of and, on request, enaailable for the Federal awarding agency, any and all
pre-award review and procurement documents, such as requests for proposals or invitations for bids, independent
cost estimates, etc., when any of the following conditions apply:

1. ¢ KS | dzii K2 nddheitdraceduleiNak dpetation fails to comply with the procurement requirements of
U.S. Code of Federal Regulations, Title 7, Volume 15, Chapter 30, Part 3019, Subpart C, Section 3019.44 and
the standards and requirements of the Federal funding prograed tis fund the procurement.

2. The procurement is expected to exceed the small purchase threshold of $100,000 and is to be awarded
without competition or is to be awarded when only one bid or offer is received in response to a solicitation or
is to be awardedo other than the apparent low bidder under a sealed bid procurement.

3. The procurement, which is expected to exceed the small purchase threshold, specifies a ““brand name"
product.

4. A proposed contract modification changes the scope of a contract or isesade contract amount by more
than the amount of the small purchase threshold.
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This Policy was approved and adopted dfarch 8, 2012
by the Board of Directors of the
Southern Tier Extension Railroad Authority.

Name

Corporate Secretary
Office

March7, 2016
Date
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Investment Report

After a review of thé dzii K 2 INEsin Bolicy oMarch27, 2017, the Authority Board made a finding that

0KS 1 dzik2NAGeQa Ly@SadayYSyid t2ftA08 gl a | LIngNBYWINRI GS ¢
information to the contrary found in the audit process for the year ending December 26, @& Authority

was in compliance with applicablew and the! dz{i K 2 INEstnm Bolicy.

The Authority has no investments as of December 316283dhad no investments at any time during 21

Investment Policy

C2tt26Ay 3 A dnvebtieht PolidgleRestiNdas G Degember 311620
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Chautauqua, Cattaraugus, Allegany & Steuben Counties

Southern Tier Extension Railroad Authority

Center for Regional Excellence, 4039 Route 219, Suite 200, Salamanca, New York 14779
TEL (716) 945-5301 FAX (716) 945-5550 TDD (716) 945-5301
"This institution is an equal opportunity organization”

Terry Everetts, Chairman
Richard Zink, Chief Executive Officer

INVESTMENT POLICY

1. General Considerations

A.

Scopeg This investmenand deposit policy applies to all monies and other financial resources available
for investment and deposit.

Objectivesc¢ KS LINRAYIF NBE 2062S0GA@GSa 2F GKS /2N1LRNIGA2yQa

1. to conform with all applicable federal, saind other legal requirements (legal);
2. to adequately safeguard principal (safety);

3. to provide sufficient liquidity to meet all operating requirements (liquidity); and
4. to obtain a reasonable rate of return (yield).

Prudenceg All participants in the investent process and all participants responsible for depositing the

I 2NLI22 NI A2y Qa FdzyRa akKlff &aSS1 G2 IOG NBalLlRyaroft e

transaction that might impair confidence in the Corporation to govern effectively.

Investments and deposits shall be made with judgment and care, under circumstances then prevailing,
which persons of prudence, discretion and intelligence exercise in the management of their own affairs,
not for speculation, but for investment, considering th&fety of the principal as well as the probable

income to be derived.

All participants involved in the investment process and all participants responsible for depositing the

I 2NLIR2 NI A2y Qa Fdzy Ra akKl ff NBTNI A ict witNBroper edddifior y |- f
2F (KS Ay@SadySyd LINPINIY 2N GKS RSLIaird 2F (GKS
make impartial investment decisions.

Diversificationg It is the policy of the Corporation to diversify its deposits anegstments by financial
institution, by investment instrument, and by maturity scheduling.

Internal Controls

~ o
N Q.

N
== QX

1. 'ttt Y2ySeqQa O2fttSOGSR o0& +ty 2FFAOSNI 2NJ SyL)} 2&8SS

such depositories and designated by the Cogpian for the receipt of such funds.

2. The Corporation shall maintain or cause to be maintained a proper record of all book, notes,
securities or other evidences of indebtedness held by the Corporation for investment and deposit
purposes.

3. The Corporation isesponsible for establishing and maintaining an internal control structure to
provide reasonable, but not absolute, assurance that deposits and investments are safeguarded
against loss from unauthorized use or disposition, that transactions are execusedandance with
management's authorization and recorded properly, and are managed in compliance with applicable
laws and regulations.
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2. Investment Policy

Permitted Investments; Pursuant to Section 2642f the Public Authorities Law, all monies of the
Caporation from whatever source derived shall be paid to the Treasurer of the Corporation and shall be
deposited forthwith in an interesbearing accounts a bank or banks designated by the Corporation. The
monies in such accounts shall be paid out or witvéh on the order of such person or persons as the
Corporation may authorize to make such requisitions. All deposits of such monies shall be secured by
obligations of the United States or of the state or any municipality of a market value equal ateallttirthe
amount on deposit and all banks and trust companies are authorized to give such security for such deposits.
To the extent practical, consistent with the cash requirements of the Corporation, all such monies shall be
deposited in interesbearingaccounts. Any monies of the Corporation not required for immediate use or
disbursement may, be invested in accordance with Section nigigiyt or ninetyeight-a of the State Finance
Law.

This Policy was approved and adopted éypril 30, 2007
by the Board of Directors of the
Southern Tier Extension Railroad Authority.

VT e

Name

Corporate Secretary
Office

March7, 2016
Date
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Assessment of the Effectiveness of Internal Controls

In 2016, STERA hbminimalfinancialtransactions In fact it is common for STER#&Ahave fewfinancial
transactionsother than those involved ifgrantfunded)railroadrehabilitation contracts. Fawmilroad
rehabilitation contract transactions, STERA énd 9 wonfatedengineertypically review all invois
prior to theinvoicing of funding agencigand the funding agendypically review all invoicegrior to
disbursing funds to STERA, after which STERArse funds to contractors Further railroad
rehabilitation projects typically are subject tqpastcompletion financial and compliance review and/or
audit by the funding agencies.

The Authority has conducted a formal, documented process to assess the effectiveness of its internal
control structure and procedures, and has concluded that its infezaatrol structure and procedures

are adequate.By the express authorization of the Authority Board of Directdris, assessmerior the

year ending December 31, 20@vas completedy the Authority Audit Committeeand was

memorialized by resolution dhe Board of Directorsneeting heldon March27, 2017.

In completing the assessmetihe Audit Committee and the AuthoritBoard of Directorsook into
account2005Public Authorities Accountability Atkquirementsfor the annual assessment of the

Authorii @ Q& AYUSNY It O2yiNRf &3 (K Sasdof questianiprefaded /| y O
A0FFF Ay adzZlR2 NI 2F (GKS FaaSaavySyidathe ¥ GKS STTFS
recommendations of the independent auditoiThe STERBoard of Diretorsrequires Board

involvementin the preparation review,and presentation of internahterim financial statementsand

requires Board members and Corporate officeéoscomplete Cattaraugus County Ethics filing

documents OnMarch27, 2017, a the recanmendation of the Audit Committee, the Authority Board

of Directorsapproved the Assessmeaf the Effectiveness of Internal Contrpénd also made a finding

that the internal controls are adequateithout revision

The abovestatement certifies that STE! Q& Y I yIF 3SYSy i KFa R20dzYSYyGdSR | yF
control structure and procedures of STERA for the year ending December 81,1204 assessment

F2dzy R {¢9w! Qi Ay (SNYI fasrodficiendiBstware idetifiedlBingthR S Ij dzZ 4§ S> |
indepenent audit proces$o corrective action planaere necessarto reduce any corresponding risk.

C2tff26Ay3 Aa G(GKS R20dzySyid a{¢ow! | aava@hemBfn 2T (K
the year ending December 31, Z)hpprovedon March 27, 2017 by the Authority Boardof Directors
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Chautauqua, Cattaraugus, Allegany & Steuben Counties

Southern Tier Extension Railroad Authority

Center for Regional Excellence, 4039 Route 219, Suite 200, Salamanca, New York 14779
TEL (716) 945-5301 FAX (716) 945-5550 TDD (716) 945-5301

"This institution is an equal opportunity organization”

Terry Everetts, Chairman
Richard Zink, Chief Executive Officer

STERA ASSESSMENT OF EFFECTIVENESS OF INTERNAL CONTROLS
Prepared for the Year Ending December 31, 201

March 27, 2017

This assessment is prepared in conformity to th¢ NY! . h t 2 f A Bsbesdndnt dkthe/ OS X &
9FFSOGAOSYSaa 2F LYGSNYLE /2y(NRf a®é

A. Definition of the Authaity's Major Business Functions

Mission of the Authority- The mission of the Southern Tier Extension Railroad Authority is to fulfill the
intent of theNew York State Legislature in creating it, which was "to preserve and enhance the system
of railroads serving Chautaugua, Cattaraugus, Allegany and Steuben counties in New York state and
Warren and Erie counties in the Commonwealth of Pennsylvania,tedrasure a healthy economy for
these counties."

The goals of the Southern Tier Extension Railroad Authority are (a) to encourage an operating railroad
that provides adequate rail service, (b) to catalyze increased rail shipping carload volumes,gajeto cr
and seize opportunities for additional business expansion and development based on rail service, (d) to
undertake and catalyze rehabilitation efforts and improved functional performance of the rail lines, (e)
to encourage safe railroad operations, affito achieve a clean audit report and NYS ABO compliance
report

ldz0 K2 NRG&@Qa t NR Yl NB cAhaddNdorityAisyfedpomsiBlathiz y a A 0 Af AGASa

1 operating in conformity with all applicable laws and regulations,

91 the ownership of certain railroad agsefor the benefit of the public good,

1 operating consistently with the public trust and best interests of Chautauqua, Cattaraugus,
Allegany and Steuben counties in New York state and Warren and Erie counties in the
Commonwealth of Pennsylvania, and theniaipalities and school districts therein,
the proper and appropriate use of public funds
the maintenance of good operating relationships with affected railroad operating companies,
the business community, and certain public entities including but notdahto NYS DOT
1 undertaking certain capital projects, including rehabilitation of railroad assets and construction

of assets that will further the mission of the Authority

=a =4
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Indication of responsibilities of various business units, operations and functidmat thave been put in
place to achieve the goals of the AuthorityThere are no other business units, operations and
functions that have been put in place to achieve the goals of the Authority.

Definition of the Objectives of the Authoritg The AuthoritRa 206 2SO0 A @Sa Ay Of dzRSY
1 the promotion of the ongoing and permanent commercial viability of the railroad system
operating in southwestern New York State and northwestern Pennsylvania
1 the increased utilization of railroad shipping by companies operatingutha@stern New York
State and northwestern Pennsylvania
1 growth in real property and sales tax bases of the affected counties in New York state and the
Commonwealth of Pennsylvania, and the municipalities and school districts therein

Policies, proceduresrad guidelines in place to guide staff in the operations of each specific business
function, communicate the objectives, and provide the methods and procedures used to assess the
effectiveness of those functiong STERA has in place the following policies:

Bylaws
Audit Committee Charter
Governance Committee Charter

= =4 =

Code of Ethics

Compensation, Reimbursement and Attendance Policy
Competencies and Personal Attributes Required of Board Members
Defense and Indemnification Policy

Equal Opportunity and Affirmati Action Policy
Internal Control Procedures

Investment Policy

Lobbying Policy

Management Performance Evaluation Standards
Measurement Standards for Performance Evaluation
Mission Statement

New Member Orientation Process

New Member Orientation Process Reface Document
Procurement Guidelines

Property Disposition Guidelines

Public Access to Records Policy

Public Access to RecordSubject Matter List

Records Management Program

Travel and Use of Discretionary Funds Policy
Uniform Tax Exemption Policy

Whistleblower Policy

=8 =4 =8 =8 -8 -8 -8 -8 —f oo oa e

STERA also has the following policy in a state of preparation:

1 Personnel Policy
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The Personnel Policy is not a priority inasmuch as STERA does not have, and does not foresee having,
any personnel / employees.

STERA also has in place thiofving three committees to help guide staff, implement business
operations, and provide the methods and procedures used to assess the effectiveness of business
functions:

i Executive Committee

M Audit Committee

1 Governance Committee

The Authority has not eated a Finance Committee inasmuch as it never has issued any debt.

B. Determination of the Risks Associated with Awirity Operations

Risks Risk Level

Financial insolvenayexternal causes Low

Financial insolvenayinternal causes Low

Liabilty for event occurring from railroad operations Low(indemnified by Norfolk Southern)
Liability for event occurring from real estate ownership Low(indemnified by Norfolk Southern)
Liability for event occurring during construction Low(indemnified bycontractors)

Methods for Minimizing or Avoiding Risks
1 Risk: Financial insolvenggxternal causes
0 Method: Avoiding activities that are not sditfjuidating from external funding
1 Risk: Financial insolvengynternal causes
0 Method: Separation of duteamongst contract staff with respect to cash handling, accounting
transaction entry, preparation of interim internal financial statements, and review and
reconciliation of bank statements and interim internal financial statements; involvement of
Board (through the CFO, who is a Board member) in the review of interim internal financial
statements and the review and reconciliation of bank statements and interim internal financial
statements; review of interim internal financial statements by Audit Commiéiee full
Authority Board; double signature requirement for all checks (CEO does not have signature
authority); annual audits in which all financial transactions are reviewed; and ethics filings by
Board and contract staff.
9 Liability for event occurring ®m railroad operations
o0 Method: Indemnification agreement with operating railroads, directors and officers insurance
1 Liability for event occurring from real estate ownership
o0 Method: Indemnification agreement with operating railroads, directors and offisgsurance
9 Liability for event occurring during construction
0 Method: Indemnification agreement with construction agents and engineering consultants,
requiring construction agents and engineering consultants to have adequate insurance,
directors and offiers insurance
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Frequency of Review of Risk Controls
1 Risk: Financial insolvenggxternal causes
0 Thisis an ongoing procedure. It is reviewed annually.
I Risk: Financial insolvengynternal causes
0 Thisis an ongoing procedure. It is reviewed annually.
1 Liability for event occurring from railroad operations
o0 This is an ongoing procedure, with the indemnification agreement in place and insurance in
place. Itis reviewed annually.
9 Liability for event occurring from real estate ownership
o This is an ongoingrocedure, with the indemnification agreement in place and insurance in
place. Itis reviewed annually.
9 Liability for event occurring during construction
0 This is an ongoing procedure, with the indemnification agreements and insurance requirements
for condruction agents and engineering consultants required of all such contracts. Insurance is
in place on an ongoing basis. This policy is reviewed annually.

C. ldentification of the Internal Control Systems indtle

The Authority has adopted a number of imtat controls (policies, practices, attitudes, guidelines and

other actions) that, when followed, provide reasonable assurance that the Board and staff understand
and properly carry out their responsibilities, that appropriate professional and ethical coiglu

observed, and that the Authority will honor its purpose and missiihBoard memberand

management are aware of and understand the policies and practices that the Authority has adopted to
ensure that the Authority is effective andto addresst#& a1 a G KIF G ' NB NBt SOl yi
2LISNI GA2y ® ¢CKS 1 dziK2NAG&@Qa LRfAOASAE yR 3IdzA RSt
all Board memberandmanagement, and all Board membensd management are given a copy of

these policies ath guidelines when they first become associated with the Authority.

D. Assessment of the Extent to Which the Intaal Control System is Effective

CKS 1 848584aYS8yd 2F AYGSNYLE O2yiNRBt&a A& Ly | yydz

Governance Comniée and Audit Committee, which identify and report any weaknesses of the internal
control structure to the Authority Board of Directors and Management. During this process, the
Governance Committee and Audit Committee, using any recommendations fromdieandent

auditor, evaluate the effectiveness of the existing control structure and determine whether current
procedures are adequate with respect to mitigating risk, minimizing ineffectiveness and deterring
opportunities that could lead to the abuse afrporate assets. The Governance Committee and Audit
Committee also evaluate whether the authority's policies and operating practices are understood and
executed properly and whether these policies and practices are adequate to protect the organization
from waste, abuse, misconduct, or inefficiency. This assessment also is reported to the Authority Board
of Directors and Management. The primary vehicle for these assessments is inquiry and observation,
supplemented by a review of documents and recordseedled.

E. Process for Corrective Action

When a weakness is identified, the Governance Committee and/or Audit Committee recommend to the
Authority Board of Directors and Management a corrective action plan. The Board reviews any such

80
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recommendation, modiés the proposed plan if necessary, and then adopts the corrective action plan,
which is then monitored by Management, the Governance Committee, the Audit Committee, and the
Authority Board of Directors.

F. Internal Control Assessment and Certification

As alocal public authority, in order teatisfy the requirement of Section 2800 (2)(a)(8) of Public

Authorities Law, STERA incorporates, either within its annual report or as a separate document, a

statement explaining that the Authority has conducted a forndalcumented process to assess the

effectiveness of their internal control structure and procedures, and indicating whether or not the

internal controls are adequatet KA & aGF G0SYSyid Aa LRadSR (42 GKS ! dziK

Additionally, the Authority retais any documentation available to support the assessment of its internal
controls. If the Authority has found any deficiencies with the internal controls over its functions or
operations, it retains additional documentation to demonstrate that it has aedgorrective action

plans to address these weakness@$is documentation is available upon request to the Authority's
independent auditor or to the NYS ABO compliance review staff.

As part of the Public Authorities Reporting Information System (BARIial Report process, STERA
NELIR2NIa ¢KSGKSNI 2NJ y23 AG KIF& LINBLINBR GKA&a | aasSa
website where STERA has posted the Annual Report, which includes the assessment and the required
statement explaining that t Authority has conducted a formal, documented process to assess the
effectiveness of their internal control structure and procedures, and indicating that the internal controls

are adequate.

This statement certifies that the Chautauqua, Cattaraugus, #ike@nd Steuben Southern Tier
Extension Railroad Authority followed a process that assessed and documented the adequacy of its
internal control structure and policies for the year ending December 315.204 the extent that
deficiencies were identifiedhe authority has developed corrective action plans to reduce any
corresponding risk.

D
K//_w;( ‘//\’ i;«://

RICHARD T. ZINK
Executive Director (CEO)

March 27, 2017

Date
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Legislation that Forms the Statutory Basis of the Authority

Following is the legislation th&rms the statutory basis of the Authority.
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New York State Consolidated Laws
Public Authorities

TITLE 28\A
CHAUTAUQUA, CATTARAUGUS, ALLEGANY AND STEUBEN
SOUTHERN TIER EXTEN&RINROAD AUTHORITY

Section 2642. Short title.

2642-a. Legislative findgs and intent.

2642b. Definitions.

2642-c. Chautauqua, Cattaraugus, Allegany and Steuben southern tier extension railroad authority.
2642-d. Purposes of the authority.

2642-e. General powers of the authority.

26421, Special powers of the authority.

2642-g. Cooperation and assistance of other agencies.

2642h. Exemption from taxation.

2642i. Advances on behalf of authority; transfer of property to authority; acquisition of property for
authority.

2642j. New York state and local employees’ retiremegstem rights of employees; civil service.
2642k. Equal employment opportunity.

2642l. Monies of the authority.

2642-m. Contracts.

2642n. Annual report and audit.

2642-0. Defense and indemnification.

2642-p. Action by or against the authority.

2642-q. Track, bridge, signal, station and other facility operation and maintenance.

2642r. State, participating counties, and municipalities not liable for obligations of authority.

2642-s. Effect of inconsistent provisions.

S 2642. Short titleThis title mg be cited as the "Chautauqua, Cattaraugus, Allegany and Steuben
southern tier extension railroad authority act".
S 2642a. Legislative findings and intent.he legislature hereby finds and determines that:

1. The continued existence and strengthenofghe system of railroads serving Chautauqua,
Cattaraugus, Allegany and Steuben counties in New York state and Warren and Erie counties in the
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Commonwealth of Pennsylvania is essential to the long term viability of the economies, municipalities,
and way9f life in these counties.

2. The viability and existence of the system of railroads serving Chautauqua, Cattaraugus, Allegany and
Steuben counties in New York state and Warren and Erie counties in the Commonwealth of
Pennsylvania is threatened by the dynic economics of the railroad industry.

3. By creating the Chautauqua, Cattaraugus, Allegany and Steuben southern tier extension railroad
authority, it is the intent of the legislature to preserve and enhance the system of railroads serving
Chautauqua, &taraugus, Allegany and Steuben counties in New York state and Warren and Erie
counties in the Commonwealth of Pennsylvania, so as to insure a healthy economy for these counties.

S 2642. Definitions.As used or referred to in this title, unless aeliéint meaning appears from the
context:

1. "Authority" shall mean the corporation created by section tweaty hundred fortytwo-c of this
title.

2. "Authority facilities" shall mean the authority's railroad facilities and operations pursuant to joint
service arrangements as defined in subdivision eight of this section.

3. "Commonwealth" shall mean the Commonwealth of Pennsylvania.

4. "Commonwealth agency" or "agency of the Commonwealth" shall mean any officer, department,
board, commissioner, bureadijvision, public benefit corporation, agency or instrumentality of the
Commonwealth of Pennsylvania.

5. "Comptroller" shall mean the comptroller of the state of New York.

6. "Equipment” shall mean rolling stock, vehicles, motors, boilers, engines, wags, conduits and
mechanisms, machinery, tools, implements, materials, supplies, instruments and devices of every nature
whatsoever used or useful for railroad and related transportation purposes or for the generation or
transmission of motive power inalling but not limited to all power houses, and all apparatus and all
devices for signaling, communications and ventilation as may be necessary, convenient or desirable for
the operation of a railroad or related transportation facility.

7. "Federal gogrnment" shall mean the United States of America, and any officer, department, board,
commission, bureau, division, corporation, agency or instrumentality thereof.

8. "Joint service arrangements” shall mean agreements between or among the authority ynd an
common carrier or freight forwarder, the state, the Commonwealth, any state agency or agency of the
Commonwealth, the federal government, any other state or Commonwealth or agency or

instrumentality thereof, any public authority of this or any other stadny participating county, or any
political subdivision or municipality of this or any other state, relating to property, buildings, structures,
facilities, services, rates, fares, classifications, divisions, allowances or charges, or rules arnegulati
pertaining thereto, for or in connection with or incidental to transportation in part in or upon railroad
facilities located within the counties of Chautauqua, Cattaraugus, Allegany and Steuben and in part in or
upon railroad facilities located outke said counties.

9. "Legislative body" or "legislative bodies" shall mean any or all of the governing boards of the counties
of Chautauqua, Cattaraugus, Allegany and Steuben.
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10. "Municipality" shall mean any county, including the counties of Chautgucattaraugus, Allegany
and Steuben, city, town, village, school district, improvement district, any other such instrumentality,
including an agency or public benefit corporation of the state, or any of the foregoing, or any
combination thereof.

11. "Patticipating counties" shall mean those of the counties of Chautauqua, Cattaraugus, Allegany and
Steuben that shall have appointed members of the authority.

12. "Railroad facilities" shall mean rigbf-way and related trackage, rails, cars, locomotivesebt

rolling stock, signal, power, fuel, communication and ventilation systems, power plants, stations,
terminals, parking lots, garages, warehouses, storage yards, intermodal facilities, repair and
maintenance shops, yards, equipment and parts, officesadiner real estate or personalty used or held
for or incidental to the operation, rehabilitation or improvement of any railroad operating or to operate
between points within the counties of Chautauqua, Cattaraugus, Allegany and Steuben or pursuant to
joint service arrangements, including but not limited to buildings, structures, and areas notwithstanding
that portions thereof may not be devoted to any railroad purpose other than the production of
revenues available for the costs and expenses of all ofailjties of the authority.

13. "Real property" shall mean lands, structures, franchises and interests in land, waters, lands under
water, riparian rights and air rights and any and all things and rights included within said term and
includes not only fes simple absolute but also any and all lesser interests including but not limited to
easements, rightef-way, uses, leases, licenses and all other incorporeal hereditaments and every
estate, interest or right, legal or equitable, including terms for geard liens thereon by way of
judgments, mortgages or otherwise.

14. "State" shall mean the state of New York.

15. "State agency"” shall mean any officer, department, board, commissioner, bureau, division, public
benefit corporation, agency or instrumenitgl of the state of New York.

16. "Southern tier extension railroad line" shall mean the railroad line generally described as located
between the city of Hornell, New York (Cass street interlocking, at approximately milepost 331.8) and
the New YorkPennsyvania state line in the county of Chautauqua.

S 264zZ. Chautauqua, Cattaraugus, Allegany and Steuben southern tier extension railroad authority.

1. There is hereby created the "Chautauqua, Cattaraugus, Allegany and Steuben southern tier extension
railroad authority" which shall be a body corporate and politic constituting a public benefit corporation.

2. The authority shall continue for thirty years from the effective date of this title, or so long as it shall
have bonds or other obligations outstaingd or until its existence shall otherwise be terminated by law.
Upon the termination of the existence of the authority, all its rights and properties shall pass to and be
vested in the participating counties pursuant to any agreements among the patingp@ounties and

the authority.

3. The authority shall adopt Blaws governing its operation and keep a record of its resolutions,
transactions, findings and determinations, which record shall be a public record.

4. The authority shall consist of thellowing fourteen members:

(a) The county legislative bodies of Chautauqua, Cattaraugus, Allegany and Steuben counties each shall
appoint three voting members of the authority who shall be residents of such county, upon the
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recommendation of the chief exetive (county executive or chair of the county legislative body) of each
such county; and

(b) The southern tier west regional planning and development board, upon the recommendation of the
chairperson of such board, shall appoint one member of the authasibo shall be a resident of one of
the counties of Chautauqua, Cattaraugus, Allegany or Steuben.

(c) The Seneca Nation of Indians may appoint a member of such Nation to serve in an advisory non
voting capacity.

5. The term of office of members of the ddrity shall be three years. Four of the initial members of

the authority shall serve a one year term, four shall serve a two year term and six, including the
members appointed by the southern tier west regional planning and development board, and the
Sereca Nation of Indians shall serve a three year term, provided that at the inception of the authority,
each county shall appoint one member to hold office for three years, one for two years and one for one
year.

6. All members shall continue to hold officatil their successors are appointed and qualified. The
resignation of any member shall be filed with the appointing authority and shall be effective when so
filed. Vacancies occurring otherwise than by expiration of term of office shall be filldaefontexpired
term in the same manner as provided for the original appointment.

7. The chairperson, viaghairperson, secretary, and other necessary officers shall be named by a
majority vote of all the voting members to serve for such period as the mesrdjaall decide. The
chairperson shall preside over the meetings of the authority and shall appoint members of the authority
to committees established by the authority to assist the authority in carrying out its duties.

8. Any member of the authority maelvemoved by resolution of the entity which appointed such
member either for cause or for necompliance with minimum requirements relating to meeting
attendance and other criteria as may be established by resolution of such entity.

9. No person shall bprecluded from serving as a member of the authority as appointed by a county
legislative body, the southern tier west regional planning and development board or the Seneca Nation
of Indians pursuant to this section because such member is an elected ontgapofficial of a

municipality, except that no member of the authority shall vote on any matter before the authority
which has been the subject of a proposal, application or vote before the municipality where he or she
serves in such elected or appointedpacity.

10. The members of the authority shall receive no salary or compensation for their services, but may be
reimbursed for authorized, actual and necessary travel and expenditures.

11. A majority of the whole number of voting members of the auitigdhen in office shall constitute a
qguorum for the transaction of any business or the exercise of any power of the authority.
Notwithstanding any provision of statute or law to the contrary and except as otherwise specified in this
title, for the transation of any business or the exercise of any power of the authority, the authority shall
have power to act by a majority of the whole number of voting members of the authority.

12. The authority shall be deemed a state agency for purposes of section gdwenif the public
officers law, provided, however, that no neoting member of the authority shall be deemed an officer
or employee of a state agency.
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S 2642A. Purposes of the authority.

1. The purposes of the authority shall be the continuarfoether development and improvement of
railroad transportation and other services related thereto within the counties of Chautauqua,
Cattaraugus, Allegany and Steuben, in accordance with the provisions of this title. It shall be the further
purpose of theauthority to develop and implement a unified railroad transportation policy and strategy
for such counties.

2. Itis hereby found and declared that such purposes are in all respects for the benefit of the people of
the state and the authority shall be raegled as performing an essential governmental function in
carrying out its purposes and in exercising the powers granted by this title.

S 2642e. General powers of the authorityExcept as otherwise limited by this title, the authority shall
have power:

1. To sue and be sued;
2. To have a seal and alter the same at pleasure;
3. To borrow money;

4. To invest any funds held in reserve or sinking funds, or any monies not required for immediate use or
disbursement, at the discretion of the authority, ibligations in which the state comptroller may invest
pursuant to section ninetgight or ninetyeight-a of the state finance law;

5. To make and alter bhaws for its organization and internal management, and rules and regulations
governing the exercisef @s powers and the fulfillment of its purposes under this title;

6. To enter into contracts and leases and to execute all instruments necessary or convenient;

7. To acquire, hold and dispose of real or personal property in the exercise of its powiss fo
corporate purposes;

8. The authority may, whenever it shall determine that it is not in conflict with the interests or purposes
of the authority, rent, lease or grant easements or other rights in, any land or property of the authority,
including thegranting of municipal utility easements;

9. To appoint such officers and employees as it may require for the performance of its duties, and to fix
and determine their qualifications, duties, and compensation and to retain or employ counsel, auditors,
engneers and private consultants on a contract basis or otherwise for rendering professional or
technical services and advice; such counsel, auditors, engineers, and private consultants, officers and
employees may not be a member of the authority;

10. To mke plans, surveys, and studies necessary, convenient or desirable to the effectuation of the
purposes and powers of the authority and to prepare recommendations in regard thereto;

11. To contract for and accept any gifts or grants, subsidies or loansd$ for property or financial or
other aid in any form from the federal or state government or Commonwealth government or any
agency or instrumentality thereof, or from any other source, public or private, and to comply, subject to
the provisions of thisitle, with the terms and conditions thereof;

12. To designate the depositories of its money;

13. To establish its fiscal year; and
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14. To do all things necessary or convenient or desirable to carry out its purposes and exercise the
powers expressly givein this title.

S 264Z. Special powers of the authority. In order to effectuate the purposes of this title:

1. The authority may acquire, by purchase, gift, grant, transfer, contract or lease, any railroad facility,
wholly or partially within the conties of Chautauqua, Cattaraugus, Allegany and Steuben or any part
thereof, or the use thereof, and may enter into any joint service arrangements as provided in this
section. Any such acquisition or joint service arrangement shall be authorized onlyabyticn of the
authority approved by not less than a majority of the whole number of voting members of the authority.
In addition to and not in limitation of any other power conferred upon the authority by the provisions of
this title, the authority is heeby empowered and authorized in respect of any property and assets at any
time owned or held by, or under the jurisdiction of, the state, the Commonwealth, any political
subdivision thereof, or any private or other public concern, to accept and recewsuah interest

therein as it may have been or may hereafter be designated by the state, the Commonwealth, any
political subdivision thereof, or any other public or private concern, by law or other lawful means to
receive, and in respect thereof, excegdt otherwise provided by the designating statute or contractual
instrument, it shall have and exercise all of the powers and jurisdiction herein conferred upon it in
respect of any other property, rights, assets, facilities and projects in any other macapagired or from

any other source received by it pursuant to the provisions of this title.

2. The authority may on such terms and conditions as the authority may determine necessary,
convenient or desirable itself establish, construct, effectuate, ofgenmaaintain, renovate, improve,

extend or repair any such railroad facility, or may provide for such establishment, construction,
effectuation, operation, maintenance, renovation, improvement, extension or repair by contract, lease,
or other arrangement o such terms as the authority may deem necessary, convenient or desirable with
any person, including, but not limited to, any common carrier or freight forwarder or other private for
profit firm, the state, the Commonwealth, any agency or the state or Commealth, the federal
government, any other state or agency or instrumentality thereof, any-profit corporation, any

public authority of this or any other state or any political subdivision or municipality of the state. In
connection with the opeation of any such railroad facility, the authority may establish, construct,
effectuate, operate, maintain, renovate, improve, extend or repair or may provide by contract, lease or
other arrangement for the establishment, construction, effectuation, ogiera maintenance,

renovation, improvement, extension or repair of any related services and activities it deems necessary,
convenient or desirable, including, but not limited to, the transportation and storage of freight and the
United States mail, feedend connecting transportation, parking areas, transportation centers, stations
and related facilities.

3. The authority may establish, levy and collect or cause to be established, levied and collected and, in
the case of a joint service arrangement, jaiith others in the establishment, levy and collection of such
fares, tolls, rentals, rates, charges and other fees as it may deem necessary, convenient or desirable for
the use and operation of any railroad facility and related services operated by therdutor under

contract, lease or other arrangement, including joint service arrangements, with the authority.

4. The authority may establish and, in the case of joint service arrangements, join with others in the
establishment of such schedules and stards of operations and such other rules and regulations
including but not limited to rules and regulations governing the conduct and safety of the public as it
may deem necessary, convenient or desirable for the use and operation of any railroaddadility

88



related services operated by the authority or under contract, lease or other arrangement, including joint
service arrangements, with the authority.

5. The authority may acquire, hold, own, lease, establish, construct, effectuate, operate, maintain,
renovate, improve, extend or repair any of its facilities.

6. The authority, in its own name, may apply for and receive and accept grants of property, money and
services and other assistance offered or made available to it by any person, government gr agenc
which it may use to meet capital or operating expenses and for any other use within the scope of its
powers, and to negotiate for the same upon such terms and conditions as the authority may determine
to be necessary, convenient or desirable.

7. The auhority may do all things it deems necessary, convenient or desirable to manage, control and
direct the maintenance and operation of railroad facilities, equipment or real property operated by or
under contract, lease or other arrangement with the authariBxcept as hereinafter specially provided,

no municipality or political subdivision, including but not limited to a county, city, village, town or school
or other district shall have jurisdiction over any facilities of the authority or any of its a&siwiti

operations. The local laws, resolutions, ordinances, rules and regulations of a municipality or political
subdivision in the state conflicting with this title or any rule or regulation of the authority, shall not be
applicable to the activities or @pations of the authority, or the facilities of the authority, except such
facilities that are devoted to purposes other than transportation purposes. The authority may agree
with the New York state department of transportation for the execution by sugadment of any

grade crossing elimination project or any grade crossing separation reconstruction project along any
railroad facility operated by the authority or under contract, lease or other arrangement with the
authority. Any such project shall beemuted as provided in article ten of the transportation law and

the railroad law, respectively, and the costs of any such project shall be borne as provided in such laws.

S 2642y. Cooperation and assistance of other agencies.

1. To avoid duplicationf effort and in the interests of economy, the authority may make use of existing
studies, surveys, plans, data and other materials in the possession of any state agency or any
municipality or political subdivision of the state. Each such agency, muiticiprasubdivision located in

or serving some portion of the state is hereby authorized to make the same available to the authority
and otherwise to assist it in the performance of its functions. At the request of the authority, each such
agency, municipély or subdivision located in or serving some portion of the state which is engaged in
railroad or other transportation activities or in land use or development planning, or which is charged
with the duty of providing or regulating any transportation fagibr any other public facility, is further
authorized to provide the authority with information regarding its plans and programs affecting railroad
transportation within the participating counties so that the authority may have available to it ¢urren
information with respect thereto. The officers and personnel of such agencies, municipalities or
subdivisions, and of any other government or agency whatever, may serve at the request of the
authority upon such advisory committees as the authority sietiérmine to create and such officers

and personnel may serve upon such committees without forfeiture of office or employment and with no
loss or diminution in the compensation, status, rights and privileges which they otherwise enjoy.

2. Notwithstandingany contrary provision of law, every municipality located in the counties of
Chautauqua, Cattaraugus, Allegany or Steuben is authorized and empowered to consent to the use by
the authority of any real or personal property owned by any such municipalithaoéssary,

convenient or desirable in the opinion of the authority for any of the facilities or projects authorized
under this title, including such real property as has already been devoted to a public use, and as an
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incident to such consent, to lease atherwise transfer and convey to the authority any such real or
personal property upon such terms as may be determined by the authority and any such municipality.
Every such municipality also is authorized and empowered, as an incident to such ctmsest,in the
authority the control, possession, operation, maintenance, rents, charges and any and all other
revenues of any facilities now owned by any such municipality, the title to such facilities remaining in
such municipality.

S 2642h. Exemption from taxation.

1. It is hereby determined that the creation of the authority and the carrying out of its purposes under
this title are in all respects for the benefit of the people of the state of New York and is a public purpose.
Accordingly, the autbrity shall be regarded as performing an essential governmental function in the
exercise of the powers conferred upon it by this title, and the authority shall not be required to pay any
fees, taxes, special ad valorem levies or assessments of any kigithewhtate or local, including but

not limited to fees, taxes, special ad valorem levies or assessments on real property, franchise taxes,
sales taxes or other taxes, upon or with respect to any property owned by it or under its jurisdiction,
control or supervision, or upon the uses thereof, or upon or with respect to its activities or operations in
furtherance of the powers conferred upon it by this title, or upon or with respect to any fares, tolls,
rentals, rates, charges, fees, revenues or other incoeseived by the authority.

2. Notwithstanding subdivision one of this section, the authority or any lessees of the authority shall be
required to pay water and sewer fees, water and sewer assessments or water and sewer special ad
valorem levies.

3. Theauthority may pay, or may enter into agreements with any municipality, including school
districts, to pay, a sum or sums annually or otherwise or to provide other considerations with respect to
real property owned by the authority located within such miupddity.

S 2644. Advances on behalf of authority; transfer of property to authority; acquisition of property
for authority.

1. In addition to any powers granted to it by law, any participating county may by resolution advance
sums of money to or ohehalf of the authority to defray costs or expenses of the authority to be
incurred prior to the first issuance of bonds. Subject to the rights of any bondholders, the moneys so
appropriated may be repaid by the authority to the participating county ahgime and in such

manner as may be agreed upon between the authority and the participating county.

2. Any participating county or any municipality along the southern tier extension railroad line may by
resolution give, grant, sell, convey, lend, or liserthe use of or lease to the authority any property or
facility which is useful to the authority in order to carry out its powers under this title. Any such transfer
of property shall be upon such terms and conditions, subject to the rights of any batedbpas the
authority and the participating county or the municipality may agree.

3. Notwithstanding the provisions of any other law, general, special, or local, real property acquired by
the authority or any participating county from the state may bedifor any corporate purpose of the
authority.
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S 2643. New York state and local employees’ retirement system rights of employees; civil service.

1. In accordance with the provisions of section seventy of the civil service law, any officer or eenploy
of a municipality transferred to the authority shall be eligible for such transfer and appointment,
without further examination, to applicable offices, positions and employment under the authority. Any
such officers or employees so transferred to thehewity pursuant to this section, who are members of
or benefit under any existing pension or retirement fund or system, shall continue to have all rights,
privileges, obligations and status with respect to such fund or system as are now prescribed by law.

2. Nothing contained in this title shall be construed (a) to diminish the rights of employees pursuant to a
collective bargaining agreement or (b) to affect existing law with respect to an application to the public
employment relations board seeking adiignation by the board that certain persons are managerial or
confidential.

S 264ZX. Equal employment opportunityThe authority shall ensure that all employees or applicants
for employment are afforded equal opportunity employment without discrimioaton any basis
prohibited under subdivision two of section fortyof the civil rights law.

S 2643. Monies of the authority.All monies of the authority from whatever source derived shall be

paid to the treasurer of the authority and shall be depegiforthwith in an interestoearing account in

a bank or banks designated by the authority. The monies in such accounts shall be paid out or
withdrawn on the order of such person or persons as the authority may authorize to make such
requisitions. All depsits of such monies shall be secured by obligations of the United States or of the
state or of any municipality of a market value equal at all times to the amount on deposit and all banks
and trust companies are authorized to give such security for sapbgits. To the extent practicable,
consistent with the cash requirements of the authority, all such monies shall be deposited in interest
bearing accounts. Any monies of the authority not required for immediate use or disbursement may, be
invested in acordance with section ninetgight or ninetyeight-a of the state finance law.

S 2642n. Contracts.

1. All contracts for the construction, reconstruction, rehabilitation or improvement of buildings let by
the authority shall comply with the provisions$ section two hundred twenty of the labor law and shall
also be subject to the provisions of law applicable to contracts let by a municipal corporation, except as
otherwise provided herein.

2. All contracts for the construction, reconstruction, rehadilian or improvement of buildings let by
the authority shall be in conformity with the applicable provisions of section one hundred-fivietyf
the state finance law.

3. The authority may, in its discretion, assign contracts for supervision and catiodito the

successful bidder for any subdivision of work for which the authority receives bids. Any construction
contract awarded by the authority shall contain such other terms and conditions as the authority may
deem desirable. The authority shall agdany construction contract involving an expenditure of more
than five thousand dollars to the lowest bidder who, in its opinion, is qualified to perform the work
required and who is responsible and reliable. The authority may, however, reject anpioisair

waive any informality in a bid if it believes that the public interest will be promoted thereby. The
authority may reject any bid, if, in its judgment, the business and technical organization, plant,
resources, financial standing, or experiencehef bidder justifies such rejection in view of the work to
be performed.
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4. For the purposes of article fifteeA of the executive law only, the authority shall be deemed a state
agency as that term is used in such article, and all contracts for proemtetesign, construction,
services and materials shall be deemed state contracts within the meaning of that term as set forth in
such article.

S 2642n. Annual report and auditin conformity with the provisions of section five of article ten of the
constitution, the accounts of the authority shall be subject to the supervision of the state comptroller
and an annual audit shall be performed by an independent certified public accountant. The authority
shall annually submit to the county legislaturesyioty executives, governor and the state comptroller

and to the chairperson of the senate finance committee and the chairperson of the assembly ways and
means committee a detailed report pursuant to the provisions of section tweigit hundred of this
chapter, and a copy of such report shall be filed with the clerk of the county legislature and the county
executives; provided further that a copy of such report shall be submitted to the southern tier west
regional planning and development board.

S 26420. Defense and indemnification.

1. The authority shall not execute any of its powers except as necessary to commence its corporate
existence, until it has elected to make the provision of section eighteen of the public officers law
applicable to its emplages (as such term is defined in section eighteen of the public officers law)
pursuant to subdivision two of such section; provided, however, that nothing contained within this
section shall be deemed to permit the authority to extend the provisions oi@eetighteen of the

public officers law upon any independent contractor.

2. Neither the members of the authority, nor any participating county, municipality, officer or employee
acting on the authority's behalf, while acting within the scope of his, hés @uthority, shall be subject

to any personal liability resulting from the construction, maintenance or operation of any of the
properties of the authority or from carrying out any of the powers expressly given in this title; provided,
however, that this shall not be held to apply to any independent contractor.

S 2642p. Acton by or against the authority.

1. Except in an action for wrongful death, no action or special proceeding shall be prosecuted or
maintained against the authority, its membeddficers or employees for personal injury or damage to

real or personal property alleged to have been sustained by reason of the negligence, tort or wrongful
act of the authority or of any member, officer, agent or employee thereof, unless (a) noticasrof cl

shall have been made and served upon the authority within the time limit set by and in compliance with
section fifty-e of the general municipal law, (b) it shall appear by and as an allegation in the complaint
or moving papers that at least thirgays have elapsed since the service of such notice and that
adjustment or payment thereof has been neglected or refused, and (c) the action or special
proceeding shall be commenced within one year and ninety days after the happening efetite

upon which the claim is based. An action against the authority for wrongful death shall be commenced
in accordance with the notice of claim and time limitation provisions of title eleven of article nine of this
chapter.

2. Whenever a notice of clai is served upon the authority, it shall have the right to demand an
examination of the claimant relative to the occurrence and extent of the injuries or damages for which
claim is made, in accordance with the provisions of sectioniifty the general ranicipal law.

3. The authority shall have power to settle or adjust all claims in favor of or against the authority.
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4. Any action or proceeding to which the authority or the people of the state may be parties, in which
any question arises as to the \dity of this title, shall be preferred over all other civil causes of action or
cases, except election causes of action or cases, in all courts of the state and shall be heard and
determined in preference to all other civil business pending therein ex@eption causes, irrespective

of position on the calendar. The same preference shall be granted upon application of the authority or
its counsel in any action or proceeding questioning the validity of this title in which the authority may be
allowed to irtervene. The venue of any such action or proceeding shall be laid in the supreme court of
any of the participating counties.

5. The rate of interest to be paid by the authority upon any judgment for which it is liable, shall be the
rate prescribed by seittn five thousand four of the civil practice law and rules.

6. All actions or proceedings against the authority of whatever nature shall be brought in a supreme
court in any of the participating counties.

S 2642. Track, bridge, signal, station and ahfacility operation and maintenancelThe operation,
maintenance and use of track, bridges, signals, freight stations, passenger stations and other facilities
shall be public purposes of the authority and the participating counties. The total cost smtherity of
operation, maintenance and use of each track, bridge, signal, freight station, passenger station and
other facility within the counties of the district located in the state and serviced by one or more railroad
facilities of the authority or agorations, including the buildings, appurtenances, platforms, lands and
approaches incidental or adjacent thereto, shall be borne by the authority.

S 2642. State, participating counties, and municipalities not liabfor obligations of authority.

1. Neither the state, the participating counties, nor any municipality or public corporation shall be liable
on any bond, note or other obligation of the authority, and such bonds, notes or other obligations shall
not be debts of the state, the participatimgpunties, nor any municipality or public corporation, and

such bonds, notes or other obligations shall contain a statement to such effect.

2. Nothing in this title shall be construed to obligate the state in any way in connection with the
operations and bligations of the authority.

S 2642. Effect of inconsistent provisionsnsofar as the provisions of this title are inconsistent with
the provisions of any other act, general or special, or of a county charter, any local law, ordinance or
resolution ofa municipality, the provisions of this title shall be controlling. Nothing contained in this
section shall be held to supplement or otherwise expand the powers or duties of the authority
otherwise set forth in this title.
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By-Laws

Following are the Bizaws of the Authorityas revisedMarch5, 2012, and current as of December 31,
2016.
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Chautauqua, Cattaraugus, Allegany & Steuben Counties

Southern Tier Extension Railroad Authority
Center for Regional Excellence, 4039 Route 219, Suite 200, Salamanca, New York 14779
TEL (716) 945-5301 FAX (716) 945-5550 TDD (716) 945-5301
"This institution is an equal opportunity organization”

Terry Everetts, Chairman
Richard Zink, Chief Executive Officer

BYLAWS OF THE
CHAUTAUQUA, CATTARAUGUS, ALLEGANY, AND STEUBEN
SOUTHERN TIER EXTENSION RAILROAD AUTHORITY
ARTICLE |
THE CORP®@RION

Section 1. Name. The name of the Corporation shall be the Chautauqua, Cattaraugus, Allegany, and
Steuben Southern Tier Extension Railroad Authority.

Section 2. Seal of Corporation.The seal of the Corporation shall be in the form of a circle strall bear
the name of the Corporation and the year of its organization.

Section 3. Office of Corporation.The office of the Corporation shall be located in the Town of Great Valley,
New York, with the mailing address 4039 Route 219, Suite 200, SalaniNawaYork 1477, but the Corporation
may have other offices at such other places as the Corporation may from time to time designate by resolution.

Section 4. Authorization. The Corporation was created as a public benefit corporation by the State Of New
York, per Title 28AA of the Public Authorities Law.

ARTICLE Il
PURPOSES OF THE CORPORATION

Section 1. Purposes of the CorporationThe purposes of the Corporation shall be the continuance, further
development and improvement of railroad transportatiand other services related thereto within the Counties

of Chautauqua, Cattaraugus, Allegany and Steuben of New York State and the Counties of Warren and Erie in the
Commonwealth of Pennsylvania, so as to insure a healthy economy for these countiesdl de ghe further

purpose of the authority to develop and implement a unified railroad transportation policy and strategy for such
O2dzyiASaad CKS /2N1IRNFiA2yQa LizN1}2asSa NS Ay |tf NBaLS
Commonwealth, andhte Corporation performs an essential governmental function in carrying out its purposes and

in exercising the powers granted by the State of New York.
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ARTICLE 1l
POWERS OF THE CORPORATION

Section 1. General Powers of the CorporationSection 2642 of the Public Authorities Law provides that
the Corporation shall have the following general powers, except as otherwise limited by Sectioe »64Be
Public Authorities Law:

1. To sue and be sued,;

2. To have a seal and alter the same at pleasure;
3. To borrow noney;
4

To invest any funds held in reserve or sinking funds, or any monies not required for immediate use or
disbursement, at the discretion of the authority, in obligations in which the State Comptroller may invest
pursuant to section ninetgight or niney-eight-a of the New York State Finance Law;

5. To make and alter blaws for its organization and internal management, and rules and regulations
governing the exercise of its powers and the fulfilment of its purposes under Section 2642 of the Public
Authorities Law;

6. To enter into contracts and leases and to execute all instruments necessary or convenient;

7. To acquire, hold and dispose of real or personal property in the exercise of its powers for its corporate
purposes;

8. Torent, lease or grant easements ohet rights in, any land or property of the Corporation, including the
granting of municipal utility easements, whenever the Corporation shall determine that it is not in conflict
with the interests or purposes of the Corporation;

9. To appoint such officersnal employees as it may require for the performance of its duties, and to fix and
determine their qualifications, duties, and compensation, and to retain or employ counsel, auditors,
engineers and private consultants on a contract basis or otherwise faterary professional or technical
services and advice, provided that such counsel, auditors, engineers, and private consultants, officers and
employees may not be a member of the Corporation;

10. To make plans, surveys, and studies necessary, convenient oaldesio the effectuation of the
purposes and powers of the Corporation and to prepare recommendations in regard thereto;

11. To contract for and accept any gifts or grants, subsidies or loans of funds or property or financial or other
aid in any form from thdederal or state government or Commonwealth government or any agency or
instrumentality thereof, or from any other source, public or private, and to comply, subject to the
provisions of this title, with the terms and conditions thereof;

12. Todesignatethe® L2 aA 12 NRA Sa 2F (GKS / 2NLRNI GA2yQa YzySerT
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the powers expressly given in Section 2642 of the Publicckititts Law.

puj

Section 2. Special Powers of the CorporationSection 264 of the Public Authorities Law provides that
the Corporation shall have the following special powers:

1. The Corporation may acquire, by purchase, gift, grant, transfer, contractaseeany railroad facility,
wholly or partially within the counties of Chautauqua, Cattaraugus, Allegany and Steuben or any part
thereof, or the use thereof, and may enter into any joint service arrangements for such facility. Any such
acquisition or joih service arrangement shall be authorized only by resolution of the Corporation
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approved by not less than a majority of the whole number of voting members of the Corporation. The
Corporation also may accept and receive by any lawful means any interasyiproperty and assets,
except as otherwise provided by the designating statute or contractual instrument, and the Corporation
has and may exercise all of the powers and jurisdiction herein conferred upon it in respect of any other
property, rights, assef facilities and projects in any other manner acquired or from any other source
received by the Corporation.

The Corporation may, on such terms and conditions as the Corporation may determine necessary,
convenient, or desirable, itself establish, construeffectuate, operate, maintain, renovate, improve,
extend or repair any such railroad facility, or may provide for such establishment, construction,
effectuation, operation, maintenance, renovation, improvement, extension or repair by contract, lease, or
other arrangement on such terms as the Corporation may deem necessary, convenient or desirable with
any person, including, but not limited to, any common carrier or freight forwarder or other private for
profit firm, the state, the Commonwealth, any aggnor the state or Commonwealth, the federal
government, any other state or agency or instrumentality thereof, any-mariit corporation, any public
authority of this or any other state or any political subdivision or municipality of the State. In caomect
with the operation of any such railroad facility, the Corporation may establish, construct, effectuate,
operate, maintain, renovate, improve, extend or repair or may provide by contract, lease or other
arrangement for the establishment, constructionffextuation, operation, maintenance, renovation,
improvement, extension or repair of any related services and activities it deems necessary, convenient or
desirable, including, but not limited to, the transportation and storage of freight and the Unite@sSt

mail, feeder and connecting transportation, parking areas, transportation centers, stations and related
facilities.

The Corporation may establish, levy and collect or cause to be established, levied and collected and, in
the case of a joint service r@ngement, join with others in the establishment, levy and collection of such
fares, tolls, rentals, rates, charges and other fees as it may deem necessary, convenient or desirable for
the use and operation of any railroad facility and related servicesatpe by the Corporation or under
contract, lease or other arrangement, including joint service arrangements, with the Corporation.

The Corporation may establish and, in the case of joint service arrangements, join with others in the
establishment of suctschedules and standards of operations and such other rules and regulations
including but not limited to rules and regulations governing the conduct and safety of the public as it may
deem necessary, convenient or desirable for the use and operation ofailngad facility and related
services operated by the Corporation or under contract, lease or other arrangement, including joint
service arrangements, with the Corporation.

The Corporation may acquire, hold, own, lease, establish, construct, effectuptgate, maintain,
renovate, improve, extend or repair any of its facilities.

The Corporation, in its own name, may apply for and receive and accept grants of property, money and
services and other assistance offered or made available to it by any pemmrngient or agency which

it may use to meet capital or operating expenses and for any other use within the scope of its powers,
and to negotiate for the same upon such terms and conditions as the Corporation may determine to be
necessary, convenient or dieable.

The Corporation may do all things it deems necessary, convenient or desirable to manage, control and
direct the maintenance and operation of railroad facilities, equipment or real property operated by or
under contract, lease or other arrangememtith the Corporation. Except as hereinafter specially
provided, no municipality or political subdivision, including but not limited to a county, city, village, town
or school or other district shall have jurisdiction over any facilities of the Corporatioany of its
activities or operations. The local laws, resolutions, ordinances, rules and regulations of a municipality or
political subdivision in the state conflicting with this title or any rule or regulation of the Corporation, shall
not be applicake to the activities or operations of the Corporation, or the facilities of the Corporation,
except such facilities that are devoted to purposes other than transportation purposes. The Corporation
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may agree with the New York State Department of Transpiorafor the execution by the New York
State Department of Transportation of any grade crossing elimination project or any grade crossing
separation reconstruction project along any railroad facility operated by the Corporation or under
contract, lease ormther arrangement with the Corporation. Any such project shall be executed as
provided in article ten of the New York State Transportation Law and the New York State Railroad Law,
respectively, and the costs of any such project shall be borne as pravidedh laws.

ARTICLE IV
BOARD MEMBERS OF THE CORPORATION

Section 1. Board Members of the Corporation.The Corporation shall consist of fourteen board members

OGKS da.2FNRZé 2N aYSYOSNRBREVD ¢gK2 aKFfEf 0SS FLIWRAYGISR | a

1. The County legislative bodied Chautauqua, Cattaraugus, Allegany and Steuben counties each shall
appoint three voting members of the Corporation, who each shall be residents of such County, upon the
recommendation of the chief executive (County Executive or Chair of the Countgtiggibody) of each
such County.

2. The Southern Tier West Regional Planning and Development Board, upon the recommendation of the
Chairperson of such Board, shall appoint one member of the Corporation, who shall be a resident of one
of the counties of Chaatiqua, Cattaraugus, Allegany or Steuben.

3. The Seneca Nation of Indians may appoint a member of such Nation to serve in an adviseofimpn
capacity.

Section 2. Terms of Board Members.The term of office of Board members of the Corporation shall be
three years. All members shall continue to hold office until their successors are appointed and qualified. The
resignation of any member shall be filed with the appointing entity and shall be effective when so filed. Vacancies
occurring otherwise than by giration of term of office shall be filled for the unexpired term in the same manner

as provided for the original appointment.

Any member of the Corporation may be removed by resolution of the entity which appointed such member either
for cause or for norcompliance with minimum requirements relating to meeting attendance and other criteria as
may be established by resolution of such entity.

No person shall be precluded from serving as a member of the Corporation as appointed by a County legislative
body,the Southern Tier West Regional Planning and Development Board or the Seneca Nation of Indians because
such member is an elected or appointed official of a municipality, except that no member of the Corporation shall
vote on any matter before the Corpoiiah which has been the subject of a proposal, application, or vote before

the municipality where he or she serves in such elected or appointed capacity.

Section 3. Officers of the Board. The Board of Directors of the Corporation shall have the following
officers: Chairperson, Vice Chairperson, and Second Vice Chairperson.

Section4. Chairperson. The Chairperson shall preside at all meetings of the Corporation. Except as
otherwise authorized by resolution of the Corporation, the Chairperson shall Biggraements, contracts, deeds,

and any other instruments of the Corporation. At each meeting the Chairperson shall submit such
recommendations and information as he may consider proper concerning the business, affairs and policies of the
Corporation. Te Chairperson shall appoint members of the Corporation to Committees established by the
Corporation to assist the Corporation in carrying out its duties.
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Section 5. Vice Chairperson. The Vice Chairperson shall perform the duties of the Chairpersonen th
absence or incapacity of the Chairperson, and in case of the resignation or death of the Chairperson, the Vice
Chairperson shall perform such duties as are imposed on the Chairperson until such time as the Corporation shall
appoint a new Chairperson.

Section 6. Second Vice ChairpersonThe Second Vice Chairperson will provide assistance to the Vice
I KFANLISNB2Y YR akKlftft OG Ay (GKS A0S / KIANLISNE2YQa LJX |

Section 7. Attendance. All Board and Committee membeshall be expected to attend the regularly

scheduled meetings of the Board and Committee. Should three (3) consecutive absences occur, the Chairperson or
his/her desighate shall contact the absent member regarding his/her intentions of continuing Board and
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which appointed such member either for cause or for mmmmpliance with minimum requirements relating to

meeting attendance and other criteria as mag éstablished by resolution of such entity.

Section 8. Selection of chairperson, vieehairperson, second vice chairperson, and other necessary
officers. The chairperson, vieehairperson, second vice chairperson, and other necessary officers shalirteel na
by a majority vote of all the voting members to serve for such period as the members shall decide.

Section 10. Compensation of Members. The members of the Corporation shall receive no salary or
compensation for their services, but may be reimbursied authorized, actual and necessary travel and
expenditures.

Section 11. Extension of Credit.The Board is prohibited from extending or maintaining credit, arranging for
the extension of credit, or an extension of credit, in the form of a personal toaor for any officer, Board
member or employee of the Corporation.

ARTICLE V
OFFICERS OF THE CORPORATION

Section 1. Officers. The officers of the Corporation shall be a Chief Executive Officer, a Treasurer, and a
Secretary, and any other officers théhe Board may from time to time create. Any two or more offices may be
held by the same person.

Section 2. Chief Executive Officer.The Chief Executive Officer may also be titled the Executive Director.
The Chief Executive Officer shall have germrpkrvision over the administration of the business and affairs of the
Corporation, subject to the direction of the Board. The Chief Executive Officer shall be charged with the
management of all projects of the Corporation. The Chief Executive Offigebena member of the Board.

Section 3. Treasurer. The Treasurer may also be titled the Chief Financial Officer. The Treasurer shall have
the care and custody of all funds to the Corporation, and shall deposit the same in the name of the Corporation in
such bank or banks as the Corporation may select. The Treasurer shall sign all instruments of indebtedness, all
orders, and all checks for the payment of money; and shall pay out and disburse such moneys under the direction
of the Corporation. Except agherwise authorized by resolution of the Corporation, all such instruments of
indebtedness, orders and checks shall be coustgned by the Chairperson. The Treasurer shall keep regular
books of accounts showing receipts and expenditures, and shall readkee Corporation at each regular meeting

an account of his transactions and also of the financial condition of the Corporation. The Treasurer shall give such
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bond for the faithful performance of his duties as the Corporation may determine. The Teeasay be a
member of the Board.

Section 4 Secretary. The Secretary shall keep the records of the Corporation, shall act as secretary of the
meetings of the Corporation and record all votes, and shall keep a record of the proceedings of the Corfporation

a journal of proceedings to be kept for such purpose, and shall perform all duties incident to this office. The
Secretary shall keep in safe custody the seal of the Corporation and shall have power to affix such seal to all
contracts and other instruents authorized to be executed by the Corporation. The Secretary may be a member
of the Board.

Section 5. Additional Duties. The officers of the Corporation shall perform such other duties and functions
as may from time to time be authorized by resotutiof the Board or be required by the Board, by the Bylaws of
the Corporation, or by the policies and guidelines of the Corporation.

Section 6. Appointment of Officers. All officers of the Corporation shall be appointed at the annual
meeting of the Corpr@tion by the members of the Board, and shall hold office for one year or until the successors
are appointed.

Section 7. Vacancies. Should any office become vacant, the Board shall appoint a successor at the next
regular meeting, and such appointment #hze for the unexpired term of said office.

ARTICLE VI
ADDITIONAL PERSONNEL

Section 1. Additional Personnel. The Corporation may from time to time employ such personnel as it
deems necessary to exercise its powers, duties and functions as prestwybétk Title 28AA of the Public
Authorities Law, as amended, and all other laws of the State of New York applicable thereto. The selection and
compensation of all personnel shall be determined by the Board subject to the laws of the State of New York.

ARTICLE VII
MEETINGS
Section 1. Annual Meeting. The Board of the Corporation shall hold an annual meeting of the Corporation

which shall be held on a date and time as shall be specified by Board of the Corporation, and shall be held at the
regular meetng place of the Corporation or at an alternate meeting place that shall be designated by the Board of
the Corporation that is practical for all members and the general public to attend.

Section 2. Regular Meetings.Regular meetings of the Board of ther@Saration may be held at such times
and places, as from time to time, may be determined by resolution of the Corporation.

Section 3. Special Meetings. The Chairperson of the Corporation may, when he deems it desirable, and
shall, upon the written requef two members of the Board of the Corporation call a special meeting of the Board

of the Corporation for the purpose of transacting any business designated in the call. The call for a special meeting
may be delivered to each member of the Board of therporation or may be mailed to the business or home
address or each member of the Board of the Corporation at least two days prior to the date of such special
meeting. Waivers of notice may be signed by any members failing to receive a proper notisach/gpecial
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meeting no business shall be considered other that as designated in the call, but if all the members of the Board of
the Corporation are present at a special meeting, with or without notice thereof, any and all business may be
transacted at ach special meeting.

Section 4. Quorum and Voting RequirementsAt all Board or Committee meetings of the Corporation, a
majority of the voting members of the Board or Committee of the Corporation shall constitute a quorum for the
purpose of transactingpusiness; provided that a smaller number may meet and adjourn to some other time or
until the quorum is obtained.

For the transaction of any business or the exercise of any power of the Corporation, the Corporation shall have
power to act by a majority dhe whole number of voting members of the Corporation.

For the transaction of any business or the exercise of any power of a Committee of the Corporation, the
Committee shall have the power to act by a majority of the whole number of voting members Qidimmittee.

A valid quorum and vote may only be established where such members are physically present at a meeting or are
present through the use of videoconferencing.

Section 5. Order of BusinessAt the regular meetings of the Board of the Corporatithe following shall
be the order of business:

Roll Call.

Reading and approval of the minutes of the previous meeting.
Communications.

Report of the Treasurer.

Reports of Committees.

Unfinished Business.

New Business.

Adjournment.

ONor~LNE

All resolutions shalbe in writing and shall be included in or attached to a journal or minutes of the proceedings of
the Corporation.

Section 6. Manner of Voting. The voting on all questions coming before the Corporation shall be by roll
call, and the yeas and nays shall fiecorded in the minutes of such meeting, except in the case of appointments,
when the vote may be by ballot.

Section 7. Open Meetings Law.Meetings of the Board and all Committees of the Corporation are subject
to the New York State Open Meetings Law.

ARTICLE VI
AMENDMENTS

Section 1. Amendments to Bylaws. The bylaws of the Corporation shall be amended only with the
approval of at least a majority of all of the members of the Corporation at a regular or a special meeting, but no
such amendment shiabe adopted unless at least seven days written notice thereof has been previously given to
all members of the Corporation.
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ARTICLE IX
COMMITTEES

Section 1. Standing Committees.The Corporation shall designate an Executive Committee, a Governance
Committee, and an Audit Committee, which shall be committees comprised exclusively of members of the
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chairperson of each committee.

Section 2. General. The Corporation may designate other committees as are needed and appropriate to
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designate the mission and chairperson of such committees, and the Corporation may decide upon resolution t
terminate such committees.

Section 3. Executive Committee. The Executive Committee shall consist of six members and shall be
comprised of the Chairperson; Vice Chairperson; Second Vice Chairperson; a fourth member, to be a board
member from the countynot otherwise represented on the Executive Committee, to be designated by the
Chairman and approved by the Board of Directors; a fifth member, to be the board member appointed by the
Southern Tier West Regional Planning and Development Board; and a sixthem to be the board member

appointed by the Seneca Nation of Indians. The Executive Committee shall be chaired by the Chairperson, or in the
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Indians statutorily is a nomoting member, this member shall not have a vote on the Executive Committee, nor
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Committee. Thé&xecutive Committee shall bethorized to do business for the Board in between Board meetings

and shall have the authority to execute the powers of the Board when the Board is not in session, provided that

the Board shall delegate or specify certain matters or powers, or issue spEuifimeters, so as to give direction

to or constrain the authority of the Executive Committee in executing the powers of the Board. The Executive
Committee shall not have the power to: (i) amend or repeal the bylaws, or adopt new bylaws; (2) amendabr repe

any resolution of the Board, which by its terms shall not be so amendable or repealable; and (3) fill the vacancies in

any committee. Decisions of the Executive Committee shall be ratified by resolution of the full Corporation Board

at the following meting of the full Corporation Board

Section 4. Governance Committee. The Governance Committee shall be comprised of independent
YSYOSNAR 2F GKS /2N1RNIiGA2yQa 3F2FSNYyAy3a .21 NRD LG akl f
Committee to lkeep the Board informed of current best governance practices, to review corporate governance
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skills and experiences required of potential Cogiton Board members.

Section 5. Audit Committee. The Audit Committee shall be comprised of independent members of the
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NBO2YYSYyR (2 (i wo&dthehiNdgldfMicditified iide@endent accounting firm for the Corporation,

to establish the compensation to he paid to the accounting firm, and to provide direct oversight of the
performance of the impendent audit performed by the accounting firm dhifer such purposes. To the extent

practicable, members of the Audit Committee should be familiar with corporate financial and accounting practices.
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Originally Adopted by Resolution of the
Chautauqua, Cattaraugus, Allegany, and Steuben
Southern Tier Bension Railroad Authority
On February 12, 2007

Amended by Resolution of the
Chautauqua, Cattaraugus, Allegany, and Steuben
Southern Tier Extension Railroad Authority
On May 19, 2008

Amended by Resolution of the

Chautauqua, Cattaraugus, Allegany, and @ien
Southern Tier Extension Railroad Authority
On November 15, 2010

Amended by Resolution of the
Chautauqua, Cattaraugus, Allegany, and Steuben
Southern Tier Extension Railroad Authority
On March 8, 2011

Amended by Resolution of the

Chautauqua, Cattaragus, Allegany, and Steuben
Southern Tier Extension Railroad Authority

On March 5, 2012

N

CorporateSecretary

March 5, 2012
Date

103



Code of Ethics

Following ishe AuthorityQ @ode of Ethicscurrent as of December 31, 201
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Chautauqua, Cattaraugus, Allegany & Steuben Counties

Southern Tier Extension Railroad Authority

Center for Regional Excellence, 4039 Route 219, Suite 200, Salamanca, New York 14779
TEL (716) 945-5301 FAX (716) 945-5550 TDD (716) 945-5301

"This institution is an equal opportunity organization”

Terry Everetts, Chairman
Richard Zink, Chief Executive Officer

CODE OF ETHICS

1. Introduction

A. This Code of Ethics shall apply to all officers, directors, employees and agents engaged in activities on
behalf of and/or under the direction of the Chautauqua, Cattaraugus, Allegany, and Steuben Southern
TierExByaAizy wkAENRBFIR ! dzZiK2NAGE OKSNBAY da! dziK2NARGEEO D
governing the performance of these classes of people or other entities with respect to and on behalf of
and/or under the direction of the Authority.

B. The Autlority is a body corporate and politic constituting a public benefit corporation, created as a local
authority by New York State at the request of the county governments of Allegany, Cattaraugus,
Chautauqua, and Steuben Counties. As such, the Authorityhenafficers, directors, employees and
agents engaged in activities on behalf of and/or under the direction of the Authority, owe a duty to the
State, these counties, and the citizens thereof to adhere to high standards of public service that
emphasize pfessionalism, courtesy, and avoidance of even the appearance of illegal or unethical
conduct at all times, acting at all times in accordance with the standards of behavior prescribed herein.

C. This Code of Ethics shall serve as a guide for official coaddds intended to enhance the ethical and
professional performance of the Authority's officers, directors, employees and agents engaged in
activities on behalf of and/or under the direction of the Authority and to preserve public confidence in the
Authorii 8 Qa YA daA2Yy @

D. ThisCode of Ethics intended to supplement, but not replace, any applicable state and federal laws
governingethical and appropriate conduct, including but not limitedctanflicts of interestapplicable to
public authorities

2. Definitions
As used in this Code of Ethics, the following terms shall have the meanings indicated:

A. AGENTIncludes every individual acting officially at the request of or at the direction of or otherwise on
the behalf of the Authority, whether compensated or unggensated, and whether under explicit
contract or not under contract.

B. CONFLICT OF INTERHE®Iudes any action or omission which is in conflict or gives the appearance of
conflict with the performance of official Authority business or governmektonfict of interest is a
situation in which the financial, familial, or personal interestsrob#icer, director, employe®r agent
engaged in activities on behalf of and/or under the directiothef Authoritycome into actual or
perceived conflict with thir duties and responsibilities with the AuthoritiPerceived conflicts of interest
are situations where there is the appearance thatddficer, director, employe®r agent engaged in
activities on behalf of and/or under the direction thle Authoritycan personally benefit fronactionsor
decisions made in their official capacity, or whereofficer, director, employeer agent engaged in
activities on behalf of and/or under the direction tbfe Authoritymay be influenced to act in a manner
that does ot represent the best interests of theuthority. The perception of a conflict may occur if
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circumstances would suggest to a reasonable person thaifficer, director, employe®r agent engaged
in activities on behalf of and/or under the directiontbe Authoritymay have a conflict. The appearance
of a conflict and an actual confliatetreated in the same manner for the purposes of this Policy.

C. DIRECTORnNcludes every member of the Board of Directors of the Authority, whether compensated or
uncompensated, and whether voting or newoting.

EMPLOYERPersons who are not officers, but whose salaries are paid in whole or in part by the Authority.

E. FAMILY¥ Includes a spouse and unemancipated minor children residing in the same household with their
parerts.

F. OFFICERNcludes every officer of the Authority, whether compensated or uncompensated.

3. Treatment of the Public

A. Officers, directors, employees and agents of the Authority always shall conduct the activities of the
Authority in full compliance withhe law and in an honest, fair, equitable, and courteous manner.

B. Officers, directors, employees and agents of the Authority shall maintain good relationships with all
members of the public, whether a person, private business, or other organization.

C. Officers directors, employees and agents of the Authority shall not permit personal preferences and
dislikes to affect decisions related to their duties.

D. Officers, directors, employees and agents of the Authority shall treat all members of the public, whether a
person, private business, or other organization, with equal consideration and without special advantage.

E. Officers, directors, employees and agents of the Authority shall also endeavor to pursue a course of
conduct which will not raise suspicion among théfiithat he or she is likely to be engaged in acts that
are in violation of his or her trust.

F. Officers, directors, employees and agents of the Authority shall reflect these standards of conduct in their
oral and written statements representing the Authigrivith all members of the public, whether a person,
private business, or other organization.

4. Responsibilities of Officers, Directors, Employees, and Agents

A. Officers, directors, employees and agents of the Authority shall manage all matters withiroffeeafc
GKS !dziK2NAR(G@Qa YAaairzy AYRSLISYRSyid 2F lye 2GKSNJ | ¥
officio board members, and employees employed by more thanwriteof government shall strive to
fulfill their professional responsibilitytothe dzi K2 NA & A G K2dzi oAl a FyR &KIff
mission to the fullest.

B. Officers, directors, employees and agents of the Authority shall not engage in any act that is in conflict
with their duties toward the Authority or its mission, or that githe appearance of such a conflict of
interest, or that creates a situation where their own private interests are brought into conflict with that of
the Authority.

C. Officers, directors, employees and agents of the Authority shall perform their dutiesnaitbgarency
and without favor; must conduct themselves at all times in a manner that avoids any appearance that
they can be improperly or unduly influenced, that they could be affected by the position of or relationship
with any other party, or that theyra acting in violation of their public trust; and must avoid any other
circumstance that may or appear to make it difficult for ihdividualto exercise independent judgment
and properly exercise his or her official duties.

D. Officers, directors, employeesd agents of the Authority shall refrain from engaging in outside matters
of financial or personal interest, direct or indirect, in any person, firm, corporation or association which
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has or will have a transaction, agreement or any other arrangemenhiohathe authority participates;
shall refrain from engaging in any business transaction or professional activity, including other
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shall refrain fromrcurring any obligation of any nature, for which the officer, director, employee or agent
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authority, or that could impair independence of judgmendsprevent the proper exercise of their

official duties, or that is in substantial conflict with the proper discharge of their duties; and shall not use
his or her position, confidential information or the assets of the Authority, to his or her personal
advantage.

Officers, directors, employees and agents of the Authority shall not disclose, without proper authority,

confidential information acquired in the course of their official duties concerning the property or affairs of

the Authority ina mannerincanA a6 Sy 4 A GK {dGFGS 2N €20t tF ¢ 2N LRt
goals.

Officers, directors, employees and agents of the Authority shall not directly or indirectly, use, make,

advise, or assist any person to make any financial investment basedinfoomation available through
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private interest of said officer, director, employee, or agent or others or create any conflict of interest

between their public duties and interests and their private interests

Officers, directors, employees and agents of the Authority may not engage in any official transaction with
an outside entity in which they have a direct or indirect financial interest that magonably conflict

with the proper discharge of their official duties, and shall not obtain, receive, possess any financial
interest in any sale to or by the Authority of any service or property, when such financial interest was
received with the propeknowledge that the Authority intended to purchase such property or obtain such
services.

Officers, directors, employees and agents of the Authority shal{H@ngage in or accept private
employment or engage in any business transaction or professiatigitst or (2) solicit orreceive any gift
or gratuity or free servicef any amounbr (3) make any investmentunder any circumstancébat (1)
will impair his or her independence of judgment in the exercise of his or her official duti€y,vati
interfere in any manner whatsoever with the discharge of his or her official duti¢8) will compete
with or operate against the purposes of the Authority (4) will create aeasonabe inferencethat such
private employment, business transaction, pre$einal activity, gift, gratuity, free service or investment
(a)was intended to influence him/her, or could reasonably be expected to influence him/her, in the
performance of his/her official duties ¢2) was intendedas atip, reward, or sign of appregiion for any
official act by the individualThis prohibitionagainstgifts, gratuities, andfree service extends to any
form of financial payments, services, loans, travel reimbursement, entertainment, hospitalitys thring
promisesfrom any entity déng business with or before the Authority.

Officers, directors, employees and agents of the Authority shall not use or attempt to use their official
position with the Authority to secure unwarranted privileges or special treatment or private benefit for
themselves, members of their family or others, including employment with the Authority or contracts for
materials or services with the Authority.

Officers, directors, employees and agents of the Authority shall not use Authority property, including
equipment telephones, vehicles, computers, or other resources in furtherance of their personal or
private interests.

Directors and employees are prohibited from appearing or practicing before the Authority for two (2)
years following employment with the Authoritgpnsistent with the provisions of Public Officers Law.

Officers, directors, employees and agents of the Authority who exercise any functions or responsibilities
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operations shall not participate in any decision relating to that contract if the decision affects his or her

personal pecuniary interest.
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M. Should any situation arise in which a member of the family of an officer, director, employee or agent of

the Authority is involved in any business transaction or professional activity or makes any investment that
gAft NBadzZ & Ay GKS AYLIANXYSYd 2F GKS 2FFAOSNRaAZ
independence of judgment in the exercise of his er bfficial duties, or that will interfere in any manner
whatsoever with the discharge of his or her official duties, or that will compete with or operate against

the purposes of the Authority, or that will create and actual or potential conflict of istei@ any other
circumstancehat may or appear to make it difficult for thafficer, director, employee or agemd

exercise independent judgment and properly exercise his or her official dthiesfficer, director,

employee or agent of the Authoritshall declare such actual or potential conflict, and directors shall

abstain from voting or otherwise officially acting with respect to the subject matters affected. No board
member or employee may participate in any decision or take any official acttbrre@spect to any matter
requiring the exercise of discretion, including discussing the matter and voting, when he or she knows or
has reason to know that the action could confer a direct or indirect financial or material benefit on himself
or herself, aelative, or any organization in which he or she is deemed to have an intéBesird

members and employees must recuse themselves from deliberations, votes, or internal discussion on
matters relating to any organization, entity or individual where theipartiality in the deliberation or

vote might be reasonably questioned, and are prohibited from attempting to influence other board
members or employees in the deliberation and voting on the matter.

The foregoing acts are listed by way of example ancdgneo means to be deemed aficlusive. Every

officer, director, employee and agent of the Authority shall endeavor to pursue a course of conduct which
will not raise suspicion among the public that he or she is likely to be engaged in acts that atationvi

of his or her trust.

5. Implementation of Code of Ethics

A.

D.

This Code of Ethics shall be provided tm#iters,directors, employees, and agerifthe Authority
upon commencement of appointment or employment or agency designation, respectivelguahd
individuals shall be required to acknowledgewritingthat they have read, understand and are in
compliane with the terms of the policy.

Officers, drectors, employees, and agera§the Authorityshould review on an ongoing basis
circumstances tat constitute a conflict of interesthe appearance of a conflict of interest; other
violation of this Policy and shalbide by this policy and seek guidance when necessary and appropriate.

The Board may designate an Ethics Officer, who shall repahet Board and shall have the following
duties:

w Counsel in confidencafficers, directors, employees and agents of the Authorityo seek advice
about ethical behavior.

Receive and investigate complaints about possible ethics violations.
Dismiss complaistfound to be without substance.

Prepare an investigative report of their findings for action by @éef Executive Officer the board.

€ € €& €

Record the receipt of gifts or gratuities of any kind receivedryfficer, director, employe®r agent
of the Authority, who shall notify the Ethics Officer within 48 hours of receipt of such gifts and
gratuities.

The Board magssign the following duties to the Governance Committee

w Counsel in confidencafficers, directors, employees and agents of the Authonityo seek advice
about ethical behavior.

w Receive and investigate complaints about possible ethics violations.
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w Dismiss complaints found to be without substance.
w Prepare an investigative report of their findings for action by @eef Executive Officer the baard.

w Record the receipt of gifts or gratuities of any kind receivedryfficer, director, employeer agent
of the Authority, who shall notify the Ethics Officer within 48 hours of receipt of such gifts and
gratuities.

E. The Board may designate that thed3d, or the Governance Committee, or the Ethics Officer may have
responsibility for investigating reported violations of this Policy. The Board shall require that all such
reported violations ultimately must be reported by the investigating designate(sje Board, and
discussed in open meeting, with final disposition of the matter to be the responsibility of the Board.

F. The minutes of the\dzi K2 NR& (i @ Q& Y S Spbssigldunethivaldehayid or adtsioO K
circumstances inconsistent with or in vittm of this Code of Ethigincludingperceived or actual
conflicts of interesy is disclosed or discussed shall reflect the name of the interested person, the nature of
the behavior, acts or circumstancesand a description of how th&tuation orconflict was resolved.

G. This Code of Ethichall be reviewed annually by the Governance Committee, which shall make
recommendations to the Board for revision as it deems appropriate.

Reporting Behavior or Acts or Circumstances Inconsistent with the Code a¢€th

A. Officers, directors, employeemd agents of the Authority are required ppomptly report in writingand
in good faith any material facts relating possible unethical behavior or acts or circumstances
inconsistent with or in violation of this Coaé Ethicgto the Authority Boardincludinginformation about
the nature of thebehavior, acts, or circumstancand information about theviolation or actual/perceived
conflict), to his or her supervisor, to thadzii K 2 Khids @ffieet, to the Governane Committee or any
member thereof, togeneral counseli 2 G KS !hdrinirashlrcésrapi@sentativer to another
designate(s) of the Boarih) accordance witlthis Policy andhe Adzi K2 NA 1@ Qa 2 KA adGf Sof 26 SN
Procedures.

B. The Governance Comttde and/or Ethics Officer shall advise the individual who appears to have a
conflict of interest how to proceedThe Governance Committee and/or Ethics Officer should seek
guidance from counsel or New York State agencies, such as the Authorities BiftgetSDate Inspector
General or the Joint Commission on Public Ethics (JCOPE) when dealing with cases where they are unsure
of what to do.

C. Individuals and other entitiesay file ethics complaints anonymously and are protected from retaliation
by the poicies adopted by the Authority.

Penalties for Violations of Standards of Conduct Policy

Any director or employee that fails to comply with tiislicy may be penalized in the manner provided for in
law, rules or regulations.

Anyindividualwillfully violating either Article 18 of the General Municipal Law or any provision of this Code of
Ethics shall be subject to the civil penalties herein and may also be guilty of a misdemeanor according to public
law.

Directors and officers of the Authority determinéal be in negligent or intentional violation of this Code of
Ethics shall be subject to immediate removal from such appointment.

Any employee or agent determined to be in negligent or intentional violation of this Code of Ethics shall be
subject to penaltis up to and including termination from employment or agency relationship and/or loss of
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E.

In addition to the sanction for aiding, abetting, seeking or requesting a violafitms Code of Ethics, any
person or organization that willfully attempts to secure preferential treatment in its dealing with the Authority
by offering any valuable gifts, whether in the form of a service, loan, thing or promise, in any form to any
officer, director, employee or agent of the Authority shall be subject to having its current contracts with the
Authority canceled and shall be subject to not being allowed to bid on any other Authority contract for a

period of two (2) years.

Adopted onDecenber 7, 2015y Resolution of the
Chautauqua, Cattaraugus, Allegany and Steuben
Southern Tier Extension Railroad Authority

/” S dresn

{ ¥1

Name

Secretary
Office

December 72015
Date
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Description of the Authority and its Board Structure

Names of Boed Members and Biographical Information
(as of December 31, 26)

Michael Brisky
1 Resident of Cattaraugus County
1 Employa by New York State Senator Joseph Giglio

Seth Corwin
1 Resident of Steuben County
1 Affiliated with Operation Lifesaver

Richard Dixon
1 Resident of Chautaugua County
1 Chief Financial Officexf the County of Chautauqua Industrial Development Agency

Terry Eveetts
1 Resident of Cattaraugus County
1 Traffic Managefor rail shipping companpresser Rand Inin Cattaraugus County

Adam Gorczyca
1 Resident of Chautauqua County
9 Purchasing Supervisor for rail shipping company RHI Monof@antauqua County

Jay Gould
1 Resident of Chautaugua County
1 Chairman ofChautauqua County Legisia¢

James Giriffin
1 Resident of Steuben County
9 Executive Director of the City of Hornell Industrial Development Agency

Steven Havey
1 Resident of Allegany County
9 Tourism Specialist for ther&ater Allegany Chamber of Commerce

Robert Keis
1 Resident oCattarauguounty
1 Board member of appointing entity Southern Tier West RPDB

JohnMalter
1 Resident of Steuben County
9 Steuben County Legislator and certified public accountant
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EarlMcElfresh
1 Resident of Céiraugus County
1 Small business owner and former Cattaraugus County Legislator

Jerry Scott

1 Resident oAlleganyCounty

1 Member of the Boaraf Directorsof Southern Tier West Regional Planning and Development
Board

Vacant
1 Member to be appointed bpllegany County

Vacant
1 Nonvoting member to be appointed by the Seneca Nation of Indians

Names of Officers of the Board
(as of December 31, 26)

Terry EverettsChairman
Jay GouldVice Chairman
James Griffin, Second Vice Chairman

Names of Committees, Committee Members, and Committee Chairpersons
(as of December 31, 261

Executive Committee

Terry EverettsChairman

Jay Gould

James Griffin

Jerry Scott

Vacancy (Adlgany County)

Vacancy (Seneca Nation of Indians)

Audit Committee

James Griffin, Chairman
Jay Gould

Robert Keis

Earl McElfresh

Vacancy, Allegany County

Governance Committee
Terry EverettsChairman
Seth Corwin

Adam Gorczyca

Jerry Scott
VacancyAllegany County)
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FinanceCommittee
STERA has not created a Finance Committee as it never has issued debt.
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Lists of Board Meetings and Attendance for the year ending December 316 20

The Authorityhad schedulediour (4) meetings of its Board of Directors dugi2QL6. All meetings were

LINELISNI & y20A0S8R

FyR 2L8y

02 GKS Lldzof Al

web site. Authority Boardttendance for each meeting was as follows:

March 7, 2016 STERA Board Meeting

Board Members In Attendance
Crystal Abers

Michael Brisky

Seth Corwin

Rich Dixon

Terry Everetts

Seve Havey

Jerry Scott

Board Members Not In Attendance
AdamGorczyca

Jay Gould

James Griffin

Randolph Weaver

Vacan

Vacant

Vacant

June6, 2016 STERA Board Meeting

Board Members In Attendance
Crystal Abers

Michael Brisky

Seth Corwin

Rich Dixon

Terry Everetts

Jay Gould

James Giriffin

Robert Keis

JerryScott

Board Members Not In Attendance
AdamGorczyca

Seve Havey

Randolph Weaver

Vacant

Vacant

Representing

Cattaraugus County
Cattaraugus County
Steuben County
Chautauqua County
Cattaaugus County
Allegany County

Southern Tier West RPDB

Representing
Chautauqua County
Chautauqua County
Steuben County
Steuben County
Allegany County
Allegany County

Seneca Nation of Indians

Representing
Cattarauguounty
Cattaraugus County
Steuben County
Chautauqua County
Cattaraugus County
Chautauqua County
Steuben County

Southern Tier West RPDB
Allegany County

Representing
Chautauqua County
Allegany County
Steuben County
Allegany County

Seneca Nation of Indians
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October3, 2016 STERA Board Meeting

Board Members In Attendance Representing

Seth Corwin Steuben County

Rich Dixon Chautauqua County
AdamGorczyca Chautauqua County

Jay Gould Chautauqua County
James Giriffin Steuben County

Seve Havey Allegany County

Robert Keis Southern Tier West RPDB
Eal McElfresh Cattaraugus County
JerryScott Allegany County

Representing
Cattaraugus County
Terry Everetts Cattaraugus County
Randolph Weaver Steuben County

Vacant Allegany County

Vacant Seneca Nation of Indians

Board Members Not In Attendance
Michael Brisky

December5, 2016 STERA Board Meeting

Representing
Cattaraugus County

Board Members In Attendance
Michael Brisky

Seth Corwin Steuben County

Terry Everetts Cattaraugus County
AdamGorczyca Chautauqua County

Jay Gould Chautauqua County

Seve Havey Allegany County

Eal McElfresh Cattaraugus County

Jerry Scott Southern Tier West RPDB

Board Members Not In Aéndance
Rich Dixon

James Griffin

Robert Keis

Randolph Weaver

Vacant

Vacant

Representing
Chautauqua County
Steuben County

Southern Tier West RPDB
Steuben County

Allegany County

Seneca Nation of Indians




Board Attendance Evaluatiofor the year ending December 31, 281

The following is an alphabetical attendance report for the members of the Authority Board of Directors
for meetings of the Board of Directors held in BOJAll members were active participants at meetings
of the Authority Board of Directors that they attended.

Number of Meetings

In 2016 for which the Number of Percentage of

Member was a Member Meetings Meetings
Board Member of the Board of Directors Attended Attended
Crystal Abers 2 2 100%
Michael Brisky 4 3 75%
Seth Corwin 4 4 100%
Richard Dixon 4 3 75%
Terry Everetts 4 3 75%
Adam Gorczyca 4 2 50%
Jay Gould 4 3 75%
JameGriffin 4 2 50%
Steven Havey 4 3 75%
Robert Keis 3 2 67%
Earl McElfresh 2 2 100%
Jerry Scott 4 4 100%
Randolph Weaver 4 0 0%
Vacant (Notet) 4 0 0%
Vacant (Notet) 1 0 0%
Vacant (Noteb) 4 0 0%

Note 1: Mr. Scott represente@outhern Tier West RPRBthe March meeting. At the June and
subsequent meetings, he representedegtinyCaunty.

Note 2: Mr. Keis was appointed to represefbuthern Tier West RPRBthe June and
subsequent meetings.

Note 3: Mr. McElfresh was appointed to represent Gattugus Countgat the October and
subsequent meetings, replacing Ms. Abers.

Note4: Allegany County had oneambership vacancy for all four meetings in 2016, and a
second vacancy for the March meeting.

Note5: Member to be appointed by the Seneca Nation of Indigpssition vacant throughout
2016; no meeting attendance during 261
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Chautauqua, Cattaraugus, Allegany & Steuben Counties

Southern Tier Extension Railroad Authority

Center for Regional Excellence, 4039 Route 219, Suite 200, Salamanca, New York 14779
TEL (716) 945-5301 FAX (716) 945-5550 TDD (716) 945-5301
"This institution is an equal opportunity organization”

Terry Everetts, Chairman
Richard Zink, Chief Executive Officer

STERA Annual Board Performance Evaluation Report

Prepared for the Year Ending December 31, 201
Reviewed/Approved Mach 7, 2016

Somewhat Somewhat
Criteria Agree Agree Disagree Disagree

1. Board members have a shared understandihthe
mission and purpose of the Authority. 11 0 0 0

2. The policies, practices and decisions of the Board arg
always consistent with this mission. 11 0 0 0

3. Board members comprehend their role and fiduciary
responsibilities and hold themselves agdch other to
these principles. 10 1 0 0

4. The Board has adopted policies;laws, and practices
for the effective governance, management and operatio
of the Authority and reviews these annually. 11 0 0 0

5. The Board sets clear and measurableqrenance goals
for the Authority that contribute to accomplishing its
mission. 10 1 0 0

6. The decisions made by Board members are arrived a
through independent judgment and deliberation, free of
political influence, pressure or setfterest. 11 0 0 0

7. Individual Board members communicate effectively w
executive staff so as to be well informed on the status o
all important issues. 11 0 0 0

8. Board members are knowledgeable about the
ldz K2NAG@Qa LINRPINI YAz TFAY
requirements, and other transactions. 9 2 0 0
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9. The Board meets to review and approve all documen
and reports prior to public release and is confident that t
information being presented is accurate and complete.

11

10. The Board knows the statugoobligations of the
Authority and if the Authority is in compliance with state
law.

10

11. Board and committee meetings facilitate open,
deliberate and thorough discussion, and the active
participation of members.

11

12. Board members hawaifficient opportunity to
research, discuss, question and prepare before decision
are made and votes taken.

11

13. Individual Board members feel empowered to delay
votes, defer agenda items, or table actions if they feel
additional information o discussion is required.

11

14. The Board exercises appropriate oversight of the CE
and other executive staff, including setting performance
expectations and reviewing performance annually.

11

15. The Board has identified the areas of sk to the
Authority and works with management to implement risk
mitigation strategies before problems occur.

11

16. Board members demonstrate leadership and vision

work respectfully with each other.

11

Total ‘ 171
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Desciptions of Major Authority Units and Subsidiaries

The Authority had no major operating units or divisions, nor any subsidiaries during the year ending
December 31, 216.

Names of Officers of the Corporation and Biographical Information

Corporate Offices

Richard Zink Chief Executive Officer
1 Resident of Cattaraugus County
9 Executive Director of the Southern Tier West Regional Planning and Development Board

Rolert Keis Chief Financial Officer
1 Resident of Cattaraugus County
1 Board Chairmanf the Southern Tier West Regional Planning and Development Board

Thomas Barnes Secretary

1 Residenof Cattaraugus County

9 Senior Regional Economic Development Coordinator of the Southern Tier West Regional
Planning and Development Board

Number of Employees

The Authority did not have any employees durind&0
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Organizational Chart

Followingon the next pages an organizational chart of the Authoritg. K S ! dzi K2 NA & Qa Ay dS|
organizational structurés comprised solely of the Board of Directdts committees, and Corporate
Officers There are no employeed here are no subsidig or affilide organizations.

The six entities indicated in the topmost level of the clmartthe next pagdave legal authority for

appointing members to the STERA Board of Directors. This appointment relationship is denoted by a

dotted line between the topmost Il and the STERA Board of Directors immediately below. However,
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exclusively to the provision of staffing and administratservices by Southern Tier West to the
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organizational structure.

The next level below the STERA Board of Directors contains both committees and Cdpfficats.

{¢ow! Q4 oefl ga LINE @A RS, STERA a3 holy& créaedaFinanteBniniitteek 2 6 S @
inasmuch as it never has issued any debt. All STERA committee members are members of the STERA

Board of Directors. Members and chairpersons of each committee are appointed by the Chairperson of

the STERAdArd, and appointments are ratified by the STERA Board. The Nominating Committee is a
temporary committee that is appointed annually to propose a slate of Board and Corporate Officers for
election at the Annual Meeting.

The Corporate Officers (CEO, Cht@, Secretary) report to the STERA Board. These Corporate Officers
are not employees of STERA. STERA has no employees.

At present, there are no other internal hierarchical relationships in the STERA organizational structure.
STERA also has no subsidmor affiliates.
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STERA Organizational Structure
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