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"CERTIFIED PUBLIC ACCOUNTANTS = BUSINESS CONSULTANTS

INDEPENDENT AUDITORS’ REPORT

BOARD OF DIRECTORS
SACKETS HARBOR LOCAL DEVELOPMENT CORPORATION

Report on the Financial Statements

We have audited the accompanying financial statements of SACKETS HARBOR LOCAL
DEVELOPMENT CORPORATION (a nonprofit organization), which comprise the statement
of financial position as of December 31, 2014, and the related statement of activities, functional
expenses and cash flows for the year then ended, and the related notes to the financial statements,

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of ﬁnan01a1 statements that are free from matenal mlsstatement
whether due to fraud or error. ¥ ' e

Auditors’ Responsibility

. Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement. '

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the Corporation’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 effectlveness of the Corporatlon s mtemai
control. Accordlngly, We express no such opmlon R -
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~An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management as well as evaluating
the overall presentatlon of the financtal statements ' _ Co

- We believe that the audit evidence we have obtamed is sufﬁc:lent and appropnate to prov1de a_
_ba51s for our audxt oplmon o _ . S

Opim'_or_t

~In our opinion, the financial statements referred to above present fairly, in all material respects, the

- financial position of Sackets Harbor Local Development Corporation as of December 31, 2014 and
the changes in its net assets and its cash flows for the year then ended in accordance w1th
: accountxng prmmples generally accepted in the Umted States of Amenca _ : S

Report on Summartzed Comparatwe Informatwn :

‘ We have prev1ously audited Sackets Harbor Local Development Corporation’s 2013 financial

 statements, and we expressed an unmodified audit opinion on those audited financial statements
in our report dated March 21, 2014. In our opinion, the summarized comparative information

presented herein as of and for the year ended December 31, 2013, is consistent, in all matenal
respects with the audlted ﬁnanc1al statements from which it has been denved

_ Other Reportmg Reqmred by Gavemment Audmng Standards

In accordance with Govemment Auditing Standards, we have also issued our report dated February
27, 2015, on our consideration of Sackets Harbor Local Development Corporation’s internal control
over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on internal control over financial reporting or
- on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Sackets Harbor Local Development Corporatlon s

mternal cont:rol over ﬁnan01a1 reportxng and oomphance ‘ S :

Watertown, New York
February 27,2015 -




. SACKETS HARBOR LOCAL DEVELOPMENT CORPORATION
AUDITED FINANCIAL STATEMENTS

STATEMENT OF FINANCIAL POSITION
December 31, 2014 with Comparative Totals for 2013

. _. = ASSETS

2014 2013 e

Cash L s 674950 $ 660,830
‘Prepaid Expenses S o888 . 888
Loans Receivable .-~ . o 19.44) 51,491
Land ' o 114,596 114,596
Intangible Assets, Net T F A 327 . 589

TOTALASSETS 3 81000 $ 828304
' NET ASSETS

Temporarily Restricted . . § 81020 $ 828394

TOTALNETASSETS . -~ .~ - § 810200  § 88394

"+ See notes to financial statements.




SACKETS HARBOR LOCAL DEVELOPMENT CORPORATION

STATEMENT OF ACTIVITIES
Year Ended December 31 2014 thh Summanzed Totals for December 31, 2013

2014 : 2013

5 'Temp orarily (Summarized)

- Restricted PR
SUPPORT AND REVENUE o ST E T S

Interest Income ' e s 2,662 $ 3,045

Miscellaneous Income = B T - 75

Total Support and Revenue - 2660 3,120

EXPENSES
Program Service ST e S
Local Development RSN ' S 14,828 4,198 -
Supporting Service R : T ' S
Management and General = . o 6,026 ~ 5,537

Total Expenses . . 20854 0,735
Change in Net Assets (Deficit) e | 8192 (6615)

Net Assets, Beginning of Year - . 38304 835,000

Net Assets, Endof Year .~ . - " § 810202 _$ 88304

~ See notes to financial statements. .




' SACKETS HARBOR LOCAL DEVELOPMENT CORPORATION

STATEMENT OF FUNCTIONAL EXPENSES
Year Ended December 31, 2014 _with__Sum_mmjized Totals for December 31, 2013 -

K -'.Program Service ~ Management - .
" Local ~ and - . Totals
" Development ~ General 2014 - 2013

Clerical Fees s o s S.263 0% 263 0§ 325
Legal Fees - 98y o985 2,963
AccountingFees = . . . . 3935 . . " 3925 3225
Sewer 73 IR R & 109
Insurance .. 0 1,008 1,321 2,329 2,368
Postage . oL o 48 48 210
Meals o e 086 286 214
Fees - e D 183 183 .59
BadDebt . 12,500 | - 12,500 -

. Total Expenses Before =~ . . o R REe
"_-Amort_iz{atio_n 14566 6,026 ©20,592 L9473

‘Amortization Expense 262 - 262 262

 TOTALFUNCTIONAL . - R
. EXPENSES - § 14828 S 602 $ 20854 § 9735

See notes to ﬁna_,ncial statements.




SACKETS HARBOR LOCAL DEVELOPMENT CORPORATION

STATEMENT OF CASH FLOWS
Years Ended December 31, 2014 with Comparative Totals for 2013

W

CASH FLOWS FROM OPERATING ACTIVITIES _ SR ' S
Change in Net Assets BERE ' ' $(18192) 8 (6615 '
Adjustments to Reconcile Change in Net Assets to Net Cash. R T PO S
Provided by Operating Act1v1tles e S A RS IR
Amortization Expense . -~ DA e 262 262
- Bad Debts o S 12,500 0
(Increase) Decrease in Operatmg Assets RN R o
PrepaxdExpenses L e - (45) _

Net Cash Used In 0p0rat1ng Activities e B (5,430) (6 398)

CASH FLOWS FRCM INVESTING ACTIV ITIES ) R . e ST
Loan Receivable ' : s S . (24,650)
CoHection on Loan Recelvable SR RIS 19,550 6,125 -

“Net Cash Provided By (Used In) Investing Activities . | | 19,550 o (18,525)

Net Increase (Decrease) in Cash =~ - | S S 14,120 "'(24,923)
Cash, Beginningof Year - - . "' - 0 0 © 660,830 685,753

Cash,EndofYear . 8 674950  _§  660.830

* See notes to financial statements.




SACKETS HARBOR LOCAL DEVELOPMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2014 with Comparative Totals for 2013

NOTE 1 - NATURE OF OPERATIONS

Sackets Harbor Local Development Corporation, (the “Corporation”) was originally established

to purchase land designated as a brownfield in the Sackets Harbor, New York area and to restore
- the site to useable property. In addition, the Corporation operates to relieve and reduce
unemployment, to promote and provide for additional and maximum employment, to better and
to maintain job opportunities, to carry on research for the purpose of aiding the communities of
- -the Town of Hounsfield (the “Town™) and Village of Sackets Harbor (the “Village”), New York
by attracting industry to said communities or encouraging the development of and retention of,
new industry in the communities and lessening the burdens of government and to act in the
' pubhe interest 1nclud1ng promoting re-use of brown 31tes within the Town and Vlllage '

The territory in which the operatlons of the Corporation are prmmpally conducted is the Town
and the Village, and such territory in proximity to those municipalities in which the use of the
Corporation’s funds will have a substantial positive impact on the economlc Welfare and _
' prospenty of the Town and the Village and xts inhabitants. c :

In March 2008, the Corporation entered into an agreement with the Village to establish joint
ownership of the property in order to participate in the New York State Environmental
Restoration Program. Through this program and a State Assistance Contract, the Village could
receive reimbursement of 90% of eligible costs to remediate the property with the Corporation
providing the remaining costs. Costs to remed:ate the property were ongmally estlmated to be
$1,000,000. ' . : S . . : .

The Corporation’s primary source of revenue is interest income. -

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES
Basis of Accounting

- The Corporation’s financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America using the accrual basis of
accounting. Accordingly, revenue is recognized when earned rather than recelved and expenses
are reeogmzed when mcurred rather than when the obhgatzon is pa1d -




SACKETS HARBOR LOCAL DEVELOPMENT CORPORATION

-NO_TES TO FINANCIAL STATEMENTS
December 31, 2014 v_vith Ccmparative Totals for 2013

NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES - Continued
Basis of Presentation
= Financial statement presentation is in accordance with FASB Accounting Standards Codification

(ASC) 958, Not for Profit Organizations. Under ASC 958-205, the Corporation is required to
_teport information regarding its financial position and activities according to three classes of net

.assets: unrestncted net assets, ternporarlly restncted net assets and permanently restncted net

. assets
: Use of_ Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
-assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues
- and expenses during the reporting period. Actual results could differ from those estimates. '

| "_-Cash and Cash Equivalents

~~ For purposes of the Statements of Cash Flows, the Corporation considers aH unrestricted Inghly

: 11qu1d 1nvestments w1th an mmal maturity of three months or less to be cash equlvalents

' Land

_ Land held for sale and land improvements are capitalized at cost. Depreciation is not recorded on
‘these assets since they have not been placed 1ntc service. The Corpora’aon does not have a formal
capltallzatlon pohcy : . : SRR : -

-In 2000, the Corporation purchased approximately 111 acres of land in Sackets Harbor, New
York that was established as a brownfield due to contamination incurred when the site was used
by an oil company as a transfer site. The Corporation intends to return the land to useful
property. In 2007, approximately 40 acres of this property, that was not contaminated, was sold
to New York State to expand the Sackets Harbor Battlefield. An additional parcel was sold to a
local homeowner in 2007 that reduced the amount of land owned by the Corporation to
approximately 70 acres. For the years ended December 31, 2014 and 2013, the land was still
considered contaminated by the Department of Environmental Conservation. The Corporation
~ intends to sell the property when it is declared clean The total vaIue of th1s land as of December
31, 2014 and 2013, was $114, 596. ‘ SRR = SRS :




SACKETS HARBOR LOCAL DEVELOPMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS _
December 31, 2014 with Comparative Totals for 2013

-NOTE 2- SIGNIF ICANT ACCOUNTING POLICIES Contmued

Tax Status

The Corporation is an exempt organization under the provisions of Section 501(c)(3) of the
JInternal Revenue Code and is classified a private foundation. Any unrelated 1ncome, ex01se or -
' other taxes Whlch the Corporatlon is sub_] ect to have been accrued. - :

_The Corporatlon has adopted the prowsmns of Financial Accounting Standards Board
. Codification, “Income Taxes.” In determining the recognition of uncertain tax positions, the
Corporation applies a more-likely-than-not recognition threshold and determines the

measurement of uncertain tax positions considering the amounts and probabilities of the o

_ 'outcomes that could be realized upon ultlmate settlement w1th taxmg authontles

, The Corporatlon recognizes potential Irabllltles associated with anticipated tax audit issues that

~ may arise during an examination. Interest and penalties that are anticipated to be due upon

. examination are recogmzed as accrued 1nterest and other l1ab1ht1es w1th an offset to 1nterest and
. other expense. ' L L R :

_.The Corporation analyzed its tax positions taken on their Federal and State tax returns for the
- ‘open tax years 2011, 2012 and 2013. Based on this analysis, the Corporation determined that
~there were no uncertain tax posmons and that the Corporatlon should prevall upon exammatlon o
by the taxmg authorities -- : : : -

Loans Receivable

Payments due from borrowers recewed greater than 30 days past the orlgmal due date are . |

con51dered dehnquent

 NOTE 3 - CASH

The Corporation maintains its cash at three financial institutions in Watertown, New York.
- Accounts are insured by the Federal Deposit Insurance Corporation up to $250,000. At
December 31, 2014 and 2013 $78 and $0, respectlvely, of the Corporatlon s eash was not
adequately insurance and collaterallzed - . : :




SACKETS HARBOR LOCAL DEVELOPMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2014 with Compa_rativ_e Totals_ for 2013

'NOTE 4~ LOAN RECEIVABLE REVOLVING LOAN FUND

:On February 25, 2011, the Corporatlon entered into a loan agreement with RC Spot, L.LC and a
‘participant agreement w1th the Jefferson County Industrial Development Agency (the “JCIDA™).
~Under these agreements the Corporation and the JCIDA each loaned $27,500 to RC Spot, LLC.
These loans are both amortized over 60 months at 5% interest, to mature March 1, 2016. The first

6 payments are interest only and the remaining 54 payments of $570 per month include principal
and interest. The Corporation and the JCIDA have a security interest m the borrower 'S equlpment

- as well as the personaI guarantee of RC Spot LLC’s pr1nc1pals :

On November 13, 2012, the Corporation entered into a loan agreement with JVO Café & Bakery
and a participant agreement with the JDICA. Under these agreements the Corporation and the
JCIDA each loaned $12,500 to JVO Café & Bakery. These loans are both amortized over 60
" months at 5% interest, to mature December 1, 2017, The first 6 payments are interest only and
the remaining 54 payments of $259 per month include principal and interest. The Corporation
and the JCIDA have a personal guarantee of JVO Café & Bakery’s principals. As of December
31, 2014, JVO Café & Bakery has defaulted on their loan; in the opinion of management the loan
is not collectable. The Corporation recogmzed $12 500 in reIated bad debt expense dunng the__
year ended December 31,2014, S : S : o

On April 29, 2013, the Corporation entered into a loan agreement with Michael R. Kinnie and a
participant agreement with the JDICA. Under these agreements the Corporation and the JCIDA
each loaned $12,500 to Michael R. Kinnie. -These loans are both amortized over 60 months at
5% interest, to mature May 1, 2018, The first 6 payments are interest only and the remaining 54
- payments of $259 per month include principal and interest. The Corporation and the JCIDA have -

_ a personal guarantee of Michael R. Kinnie. At December 31, 2014 this loan was paid in full.

On September 11, 2013, the Corporation entered into a loan agreement with SUP Sackets Harbor
and a participant agreement with the JDICA. Under these agreements the Corporation and the
JCIDA each loaned $12,150 to SUP Sackets Harbor. These loans are both amortized over 60
months at 5% interest, to mature October 1, 2018. The first payment is interest only and the
remaining payments of $229 per month include principal and interest. The Corporatlon and the
JCIDA have a personal guaraniee of SUP Sackets Harbor’s prmc1paIs : :

Total loan_s receivable were as follows as of December _3 1.
o L 2014 2013
“Total B - 19441 § 51,491

10




SACKETS HARBOR LOCAL DEVELOPMENT CORPORATION

- NOTES TO FINANCIAL STATEMENTS
- December 31, 2014 with Comparattive Totals for 2013

' NOTE 5- RESTRICTIONS ON NET ASSETS

Substantlaliy all of the Corporatlon s funds are desxgnated to be used to remediate the brownﬁeld
‘to a state in which the property 1s once agaln useful o1 to promote economic development in the o
Town or Vlllage S : :

.NOTE 6— SUBSEQUENT EVENTS

; Subsequent events were evaluated through February 27 2015 the date the ﬁnanc1a1 statements
were ava11ab1e to be 1ssued _ _ _ S .

11
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INDEPENDENT AUDITORS’ 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 - R

BOARD OF DIRECTORS :
- SACKETS HARBOR LOCAL DEVELOPMENT CORPORATION

_ We have audited, in accordance with the auditing standards generally accepted in the United States
- of America and the standards applicable to financial audits contained in Government Auditing
- Standards issued by the Comptroller General of the United States, the financial statements of
. Sackets Harbor Local Development Corporation (a nonprofit organization), which comprise the
statement of financial position as of December 31, 2014, and the related statements of activities,
‘functional expenses, and cash flows for the years then ended, and the related notes to the ﬁnanc1al _
statements, and have 1ssued our report thereon dated F ebruary 27, 2015 '

Internal Control Over Fi manclal Reportmg

‘In _plannmg and performing our audit of the financial statements, we considered Sackets Harbor
Local Development Corporation's internal control over financial reporting (internal control) to
determine the audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of Sackets Harbor Local Development Corporation’s internal control.
Accordingly, we do not express an opinion on the effectlveness of Sackets Harbor Local
Development Corporation’ smternal control : R S :

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 Corporation’s financial statements will not be prevented, or detected
and corrected on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness yet unpoﬁant enough to
merit attention by those charged with governance. : :
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Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or significant
‘deficiencies may exist that were not identified. Given these limitations, during our audit we did not
~identify any deficiencies in internal control that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified. We did identify a certain deficiency in
internal control, described in the schedule of ﬁndmgs and responses that we cons1der to be a
' Slgmﬁcant deficiency. 2014-01. S _ o .

B Comphance and Other Matters

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

requlred to be reported under GovernmentAudttmg Standards : : o

; Sackets Harbor Local Development Corporatmn s Response toF mdmgs

Sackets Harbor Local Development Corporation’s response to the finding identified in our audit
is described in the schedule of findings and responses. Sackets Harbor Local Development
Corporation’s response was not subjected to the auditing procedures apphed in the aud1t of the
ﬁnan01a1 statements and accordmgly, we express no opzmon on if. : SR '

- Purpose of thls 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 Corporation’s internal control or on compliance. This report is an integral part of an audit
~ ‘performed in accordance with Government Auditing Standards in considering the Corporation’s
~ internal control and comphance Accordlngly, thrs commumcatlon is not sultable for any other

e f/@’;v

" Watertown, New York
‘ _Feb_ruary 27,2015
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SACKETS HARBOR LOCAL DEVELOPMENT CORPORATION

SCHEDULE OF FINDINGS AND RESPONSES
Year Ended December 31, 2014 ' ' '

- Significant Deficiency

$2014-01

~ Preparation of Financial State_ments

. Condition: Management chooses to have the auditor prepare the financial
* statements, including full footnote d1sclosures instead of preparmg the ﬁnancml
~statements themselves. :

- Criteria: The preparatlon of the financial statements by an audltor may be
‘ con51dered an internal contro] deficiency. : : :

Cause: The Corporation does not have the resources to apply nonprofit
generally accepted accounting principles in preparing the financial statements.

. Effect: While it is a common practice for the auditor to prepare the financial
‘statements; management’s choice to have the audltor prepare the ﬁnanaal .

statements is a significant deficiency.

Recommendatlon An appropriate control could be hiring additional staff with
the resources to prepare the financial statements or hiring another accountant to,_ _

. prepare the financial statements before the audit commences.

‘Response: The Corporation will continue to have the CPA firm prepare the

financial statements. There would be no benefit to preparlng the statements

' mternally, and the cost would be pI’OhlblthC

14




