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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Town of Brookhaven Industrial Development Agency
Farmingville, New York

We have audited the statements of net assets of the Town of Brookhaven Industrial Development Agency
(the Agency), as of December 31, 2012 and 2011, and the related statements of revenues, expenses and
changes in net assets and cash flows for the years then ended. These financial statements are the
responsibility of Agency's management. Our responsibility is to express opinions on these financial
statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
the significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position and cash flows of the Agency as of December 31, 2012 and 2011, and the
changes in financial position for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated March 13, 2013,
on our consideration of the Agency's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our audit.



Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis as listed in the accompanying table of contents be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information
in accordance with auditing standards generally accepted in the United States or America, which consisted
of inquiries of management about the methods of preparing the information and comparing the information
for consistency with management's responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
introductory section is presented for purposes of additional analysis and is not a required part of the
financial statements. The Supplemental Section which includes the Statement of Indebtedness and
Schedule of Supplemental Bond and Straight Lease Information (Supplemental Section) are the
responsibility of management and were derived from and relate directly to the underlying accounting and
other records used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional procedures including
comparing and reconciling such information directly to the underlying accounting and other records used
to prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the information in the Supplemental Section is fairly stated in all material respects in relation
to the financial statements as a whole. The introductory section has not been subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on it.

Alerae S p Pooves LT

East Setauket, New York
March 13, 2013



TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY
Management’s Discussion and Analysis
For the Years Ended December 31, 2012 and 2011

This section of The Town of Brookhaven Industrial Development Agency (the Agency) annual
financial report presents our discussion and analysis of the Agency’s financial performance
during the fiscal years ended December 31, 2012 and 2011. Please read it in conjunction with
the financial statements and accompanying notes, which follow this section.

BASIC FINANCIAL STATEMENTS

Our financial statements are prepared using proprietary fund (enterprise fund) accounting that
uses the same basis of accounting as private-sector business enterprises. The Agency is
operated under one enterprise fund. Under this method of accounting, an economic resources
measurement focus and an accrual basis of accounting is used.

Revenue is recorded when earned and expenses are recorded when incurred. The financial
statements include a statement of net assets, a statement of revenues, expenses and changes in
net assets, and a statement of cash flows. These are followed by notes to the financial
statements. In addition to the financial statements, this report also contains required
supplementary information.

The statements of net assets present information on the Agency’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net
assets may serve as a useful indicator of whether the financial position of the Agency is
improving or deteriorating.

The statements of revenues, expenses and changes in net assets reports the operating revenues
and expenses of the Agency for the fiscal year with the difference — net income or loss being
combined with any capital to determine the net change in assets for the fiscal year. That change
combined with the net assets at the end of the previous year total to the net assets at the end of
the current fiscal year.

The statements of cash flows reports cash activities for the fiscal year resulting from operating
activities, capital and related financing activities, noncapital and related financing activities and
investing activities. The net result of these activities added to the beginning of the year cash
balance total to the cash balance at the end of the current fiscal year.

CONDENSED FINANCIAL INFORMATION

The information contained in the condensed financial information is used as the basis for the
discussion presented on the following pages, surrounding the Agency’s activities for the fiscal
years ended December 31, 2012 and 2011.
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TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY, INC.
Management’s Discussion and Analysis
For the Years Ended December 31, 2012 and 2011

continued

Condensed financial information from the statements of net assets as of December 31, 2012 and
2011 is as follows:

2012 2011

ASSETS

Current assets $2,706,404 1,893,238

Fixed assets, net 9,636 13,087
TOTAL ASSETS $2,716,040 1,906,325
LIABILITIES

Current liabilities $ 940,473 22,268
NET ASSETS UNRESTRICTED 1,775,567 1,884,057
TOTAL LIABILITIES AND

NET ASSETS $2,716,040 1,906,325

The Agency had current ratios of 2.88 and 85.02 at December 31, 2012 and 2011, respectively.
Such ratios imply that the Agency has sufficient assets on hand to cover its liabilities that will
come due in the coming year.

Condensed financial information from the statements of revenues, expenses and changes in net
assets for the years ended December 31, 2012 and 2011 is as follows:



TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY, INC.
Management’s Discussion and Analysis
For the Years Ended December 31, 2012 and 2011

continued
2012 2011
REVENUES
Application Fees $ 36,650 20,019
Administrative Fees 274,584 366,373
Total Fees 311,234 386,392
Interest Revenue 4,703 7,618
Change in Unrealized Gains (Losses)
on Investments 160 1,209
Miscellaneous Income 1,192 995
Total Revenues 317,289 396,214
EXPENSES
Office Supplies & Expense 26,807 24,498
Legal Fees 25,471 16,837
Professional Fees 17,900 14,500
Salaries and Wages 277,439 109,163
Other Employee Benefits 25,618 12,606
Advertising, Promotion & Sponsorships 11,912 35,552
Auto Expense Depreciation 3,451 3,451
Insurance 23,328 20,136
Conferences 11,380 8,611
New York State Assessment - (7,829)
Repairs & Maintenance 2,473 2,638
Total Expenses 425,779 240,163
CHANGES IN NET ASSETS (108,490) 156,051
NET ASSETS - BEGINNING OF YEAR 1,884,057 1,728,006
NET ASSETS - END OF YEAR $ 1,775,567 1,884,057

FINANCIAL HIGHLIGHTS

The Agency ended the year December 31, 2012 with a net asset balance of approximately $1.8
million.  Approximately $2.6 of this total consists of cash and investments. This was
approximately $100,000 lower than the net asset balance at the beginning of the year.



TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY, INC.
Management’s Discussion and Analysis
For the Years Ended December 31, 2012 and 2011

continued

e The decrease in net assets for fiscal year 2012 is the result of additional staff.

e The Statements of Cash Flows identifies the sources and uses of cash activity for the
fiscal year. For fiscal year 2012, cash increased by approximately $1,044,000. This net
increase for the year ended December 31, 2012 is primarily due to an increase in PILOT
payments received not yet disbursed.

FUND TRANSACTIONS

There are no significant transactions between the funds during the year ended December 31,
2012 and 2011.

CAPITAL ASSETS AND LONG-TERM DEBT

The Agency’s significant capital asset consists of the Chief Executive Officer’s automobile.
The Agency does not have any long-term debt.

INFRASTRUCTURE ASSETS

The Agency does not have any Infrastructure assets.

KNOWN FACTS FOR THE FUTURE

There is nothing of significant importance that is known to affect the future of the Agency.



TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY

Statements of Net Assets

December 31, 2012 and 2011

2012 2011
ASSETS
Cash $1,431,413 387,149
Investments (at fair value, cost $1,247,864
and $1,462,172, respectively) 1,245,101 1,459,249
Interest Receivable 4,583 6,139
Prepaid Expenses and Other Current Assets 25,307 33,201
Due from Town of Brookhaven Local
Development Corporation - 7,500
Fixed assets (net of accumulated depreciation
$22,379 and $18,928, respectively) 9,636 13,087
TOTAL ASSETS $2,716,040 1,906,325
LIABILITIES AND NET ASSETS
Liabilities
Accounts Payable and Accrued Expenses $ 37,794 22,268
PILOT's Payable 902,679 -
Total Liabilities 940,473 22,268
Net Assets - Unrestricted 1,775,567 1,884,057
TOTAL LIABILITIES AND
NET ASSETS $2,716,040 1,906,325

See Notes to the Financial Statements.
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TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY

Statements of Revenues, Expenses and Changes in Net Assets

For the Years Ended December 31, 2012 and 2011

REVENUES
Application Fees
Administrative Fees

Total Fees

Interest Revenue

Change in Unrealized Gains (Losses)
on Investments

Miscellaneous Income

Total Revenues

EXPENSES
Office Supplies & Expense
Legal Fees
Professional Fees
Salaries and Wages
Other Employee Benefits
Advertising, Promotion & Sponsorships
Auto Expense Depreciation
Insurance
Conferences
New York State Assessment
Repairs & Maintenance

Total Expenses
CHANGES IN NET ASSETS
NET ASSETS - BEGINNING OF YEAR

NET ASSETS - END OF YEAR

2012 2011
$ 36,650 20,019
274,584 366,373
311,234 386,392
4,703 7,618

160 1,209

1,192 995
317,289 396,214
26,807 24,498
25,471 16,837
17,900 14,500
277,439 109,163
25,618 12,606
11,912 35,552

3,451 3,451
23,328 20,136
11,380 8,611

- (7,829)

2,473 2,638
425,779 240,163
(108,490) 156,051
1,884,057 1,728,006

$ 1,775,567 1,884,057

See Notes to the Financial Statements.
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TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY
Statements of Cash Flows
For the Years Ended December 31, 2012 and 2011

2012 2011
CASH FLOWS FROM
OPERATING ACTIVITIES:
Changes in Net Assets $ (108,490) 156,051
Adjustments to Reconcile Changes in Net Assets to
Cash provided by Operating Activities:

Auto Expense Depreciation 3,451 3,451
Change in Unrealized (Gains) Losses

on Investments (160) (1,209)
Interest Receivable 1,556 (2,716)
Prepaid Expenses and Other Current Assets 7,894 (19,005)
Due from Town of Brookhaven, Local

Development Corporation 7,500 (5,000)
Accounts Payable and Accrued Expenses 15,526 (1,698)
PILOT'S Payable 902,679 -

NET CASH PROVIDED BY
OPERATING ACTIVITIES 829,956 129,874

CASH FLOWS FROM
INVESTING ACTIVITIES:

Purchase of investments (200,417) (1,462,172)

Investments matured (cost) 414,725 1,302,634
NET CASH PROVIDED BY (USED IN)

INVESTING ACTIVITIES 214,308 (159,538)

NET INCREASE (DECREASE) IN CASH 1,044,264 (29,664)

CASH - BEGINNING OF YEAR 387,149 416,813

CASH - END OF YEAR $1,431,413 387,149

See Notes to the Financial Statements
9



Note 1.

Note 2.

TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY
Notes to the Financial Statements
December 31, 2012 and 2011

Organization

The Town of Brookhaven Industrial Development Agency (the Agency), a tax exempt Agency,
promotes and assists the growth of businesses within the Town of Brookhaven that increase
employment, increase the commercial tax base and are sensitive to the quality of the environment.
The Agency is able to provide benefits to these businesses in the form of real property, sales, and
mortgage tax abatements. The Agency typically employs a sale leaseback transaction to provide
the aforesaid benefits.

The Agency also assists businesses with financing the cost of approved construction, capital
improvements and the purchase of equipment. The financing vehicles available are conventional
mortgages, and Agency issued tax exempt or taxable bonds. When bonds are issued for a project,
the Agency takes title to the real and personal property as collateral for the repayment of the debt
and leases the facility back to the business for the life of the bond. Under the terms of the lease
the business is required to make payments that are equal to the principal amortization, interest on
the bonds and any other stipulated amounts.

The Agency is the debtor of record on the municipal bonds issued. The Agency and/or the Town
of Brookhaven do not pledge their full faith and credit towards the repayment of these bonds. As
a special obligation of the Agency, the bondholders may look only to the subject realty,
equipment and/or the lease payments. The various debt and contractual instruments contain
sufficient language to eliminate any other liability to the Agency or Town.

The supplemental schedule - Statement of Indebtedness reflects the activity of all outstanding
bonds, which have been issued through the Agency. This indebtedness is not reflected in the
balance sheet of the Agency as the Agency acts only as a conduit in the issuance of these bonds.

Under the terms of the lease a business is also responsible to make a payment to the Agency that
represents a portion of the real property tax that would otherwise be levied against the real
property. The payments in lieu of tax (PILOT) are arranged as a matter of Agency policy. A
more detailed discussion of the typical terms of a PILOT agreement is not within the purview of
this report.

Upon the full retirement of the bonds, title to the property is conveyed back to the business entity.
If real property is involved, it is then placed back on the real property tax rolls and the Agency's
association with this project is thereby terminated.

Summary of Significant Accounting Policies

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

10



TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY
Notes to the Financial Statements
December 31, 2012 and 2011

Note 2. Summary of Significant Accounting Policies (continued)

A. Financial Reporting Entity

The Town of Brookhaven Industrial Development Agency is an independent public benefit
corporation formed by the State of New York in 1971, at the request of the Town of Brookhaven.
The Agency is governed by a Board of Members appointed by the Town of Brookhaven. As a
public benefit corporation, the Agency is not subject to federal or state income and franchise
taxes.

B. Measurement Focus and Basis of Accounting

The Agency uses the measurement focus and basis of accounting as appropriate for proprietary
funds. Measurement focus is the determination of what is measured. Measurement focus refers
to what is measured and reported in the financial statements, while basis of accounting
determines when a transaction or economic event is recognized.

The Agency, similar to business enterprises, utilizes a measurement focus based on the flow of
economic resources. This includes the capitalization of fixed assets, charging depreciation
expense and recording long term debt as a fund liability. Accordingly, the Agency uses an
accrual basis of accounting, which recognizes revenues and expenses when they occur, regardless
of cash flow.

C. Cash and Investments

Collateral is required for demand deposits and certificates of deposits for all deposits not covered
by the Federal Deposit Insurance Corporation (FDIC). Obligations that may be pledged as
collateral are obligations of the United States and its agencies and obligations of the State and its
municipalities and school districts.

D. Capital Assets

Capital assets of the Agency are reported at cost or the fair market value at the time of
contribution to the Agency. The capital assets of the Agency are automobiles. Automobiles are
depreciated using the straight-line method over 5 years.

E. Estimates

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

F. Reclassifications
Certain reclassifications have been made to prior year information to conform to the current year
presentation.

11



TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY
Notes to the Financial Statements
December 31, 2012 and 2011

Note 2. Summary of Significant Accounting Policies (continued)

G. Budget
The Agency’s administration prepares a proposed budget for approval by the Board of Members.
Upon Board approval, the budget is effective for the next calendar year.

H. Subsequent Events

In connection with the preparation of the financial statements the Agency evaluated subsequent
events through March 13, 2013, which was the date the financial statements were available to be
issued. No subsequent events were identified.

Note 3. Investments

Investments consist of the following:

Estimated

Due Rate Cost Fair Value
U.S. Treasury Note January 15, 2013 1.38% $ 100,033 99,409
U.S. Treasury Note February 15, 2013 1.38% 100,098 99,633
U.S. Treasury Note March 15, 2013 1.38% 100,159 99,910
U.S. Treasury Note April 15, 2013 1.75% 100,479 100,100
U.S. Treasury Note May 15, 2013 1.38% 100,478 100,289
U.S. Treasury Note June 15, 2013 1.13% 100,468 100,403
U.S. Treasury Note July 15, 2013 1.00% 100,481 100,180
U.S. Treasury Note August 15, 2013 0.75% 100,317 100,092
U.S. Treasury Note October 15, 2013 0.50% 100,309 100,150
U.S. Treasury Note August 31, 2013 0.13% 100,042 99,935
1,002,864 1,000,101
Certificate of Deposit January 1, 2013 0.75% 245,000 245,000
245,000 245,000
$ 1,247,864 1,245,101

The change in unrealized gains and losses on investments is recorded in the Statements of
Revenues, Expenses and Changes in Net Assets.

Note 4. PILOT

PILOT funds are collected semi-annually. The funds are maintained in an interest bearing
account. All PILOT monies received are mandated to be remitted to the appropriate taxing
jurisdictions (the Districts) within thirty (30) days of receipt by the Agency. The Agency is in
compliance with this mandate, therefore any interest earned on PILOT funds in accordance with
General Municipal Law 874, is available for the Agency.

12



TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY
Notes to the Financial Statements
December 31, 2012 and 2011

Note 4. PILOT (continued)

The following is a summary of PILOT activity:

2012 2011
Payments received in Lieu of Taxes $10,999,066 $ 9,787,299
Payments to Districts 10,096,387 9,787,299
Net Due to/from Other Governments $ 902,679 -

Note 5. Pension Plan — New York State and Local Employees’ Retirement System

A. Plan Description

The Agency participates in the New York State and Local Employees’ Retirement System (ERS).
This ERS is a cost-sharing, multiple-employer, defined benefit pension plan. The ERS offers
retirement and disability benefits, annual cost of living increases, and death benefits.

The ERS is established pursuant to the New York State Retirement and Social Security Law to
provide benefits for the state, local governments, and their employees. ERS plan benefits are
guaranteed by the state constitution. The ERS publicly available financial reports may be
obtained by contacting the ERS, at the following location - NYS and Local Retirement Systems,
Albany, New York.

B. Funding Policy
The system is non-contributory except for employees who joined the retirement system after July

27, 1976, with less than ten years of service, who contribute 3% of their salary. Regardless of
start date, all members may elect to make member contributions. The Comptroller shall certify
annually the rates expressed as proportions of the members’ payroll, which shall be used in
computing the contributions required to be made by employers to the pension accumulation fund.

The Agency is required to contribute on an annual basis. Contributions are generally made to the
ERS on December 15, for the period April 1 to March 31 of the following year based on
estimated eligible employees’ salaries. Contributions are adjusted in the following year based on
actual salaries.

Note 6. Related Party
The Agency utilizes office space and equipment at the Town of Brookhaven facilities. The
Agency has unilaterally decided to remit up to $1,500 per month to the Town of Brookhaven for
the use of the facilities. There is no written agreement between the Town of Brookhaven and the
Agency relating to this.

The Agency had loaned the Town of Brookhaven Local Development Corporation (LDC) $7,500
which was repaid in the year ended December 31, 2012.
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TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY
Notes to the Financial Statements
December 31, 2012 and 2011

Note 7. Litigation

The Agency from time to time is identified as a party in litigation. As of December 31, 2012 the
Agency has stated that any litigation will be covered under insurance.
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BONDS

Aging in America

Alternatives for Children - Series A
Alternatives for Children - Series B
Blue Diamond Sheet Metal, Inc.
Brookhaven Memorial Hospital |
Dowling College Civic Facility
Emma S. Clark Memorial Library
A&E Platinum Partners

A&E Platinum Partners

Framerica Corporation

Frank Lowe Rubber & Gasket Co., Inc

Intercounty Appliances Corp.
Pallets R Us, Inc.

Stony Brook Foundation
Woodcrest Senior Housing

TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY
(A PUBLIC BENEFIT CORPORATION)

Month
&
Year

02/01
01/03
01/03
04/05
11/00
11/02
12/98
09/07
09/07
12/00
12/06
01/05
11/08
11/99
1/12

* Bondholder did not respond to confirmation.

Statement of Indebtedness
December 31, 2012

Current
Interest
Rate

various
7.00%
7.55%
6.00%
5.00%
6.5-6.75%
4.45% to 4.60%
6.00%
6.00%
3.71%
5.78%
various
6.00%
7.00%
4.45%

Outstanding
Balance
Beg. Of
Year

$ 18,760,000
245,000
5,895,000
1,195,264
17,945,000
9,850,000
1,650,000
2,735,000
650,000
1,968,855
5,592,729
7,175,000
8,796,778
2,135,000
12,088,734

Refunded/
Issued Paid Outstanding
During During Balance
Fiscal Year Fiscal Year End of Year
- - 18,760,000
- 120,000 125,000
- - 5,895,000
- 108,660 1,086,604
- 580,000 17,365,000
- 615,000 9,235,000
- 205,000 1,445,000
- - 2,735,000
- 80,000 570,000
7,000,000 2,475,327 6,493,528
- 376,060 5,216,669
- 190,000 6,985,000
- 299,015 8,497,763
- 330,000 1,805,000
- - 12,088,734

See Independent Auditors' Report
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Supplemental
Schedule

Final
Maturity
Date

*

2013
2033
2020
2030
2032
2018
2033
2018
2016
2026
2025
2028
2020
2046
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KATE L. HURNEY

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

To the Board of Directors
Town of Brookhaven Industrial Development Agency:

We have audited the accompanying financial statements of the Town of Brookhaven Industrial
Development Agency (the Agency) as of and for the year ended December 31, 2012, and have issued our
report thereon dated March 13, 2013. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Agency’s internal control over financial reporting
as a basis for designing our auditing procedure for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Agency's internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Agency's internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency or a combination
of deficiencies in internal control such that there is a reasonable possibility that a material misstatement of
the Agency's financial statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.
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Compliance and Other Matters

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

Alerae S p Pooves LT

East Setauket, New York
March 13, 2013
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