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INDEPENDENT AUDITORS’ REPORT

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

Report on the Financial Statements

We have audited the accompanying financial statements of the Town of Brookhaven Industrial
Development Agency (the Agency), which comprise the statements of net position as of
December 31, 2015 and 2014, and the statements of revenues, expenses and changes in net
position and cash flows for the years ended December 31, 2015 and 2014, and the related notes
to the financial statements, which collectively comprise of the Agency’s financial statements.

Management’s Responsibility for the F inancial Statements

Management is responsible for the preparation and fair presentatmn 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 financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

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 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 Agency’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 Agency’s internal
control. Accordingly, we express no such opinion. 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 presentation of the financial

sfatements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the Agency as of December 31, 2015 and 2014, and the
changes in financial position and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

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, cconomic, 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 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.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements of the
Agency. 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 basic financial statements. Such information has
been subjected to the auditing procedures applied in the audit of the basic financial statements
and certain additional procedures, including comparing and reconciling such information directly
to the underlying accounting and other records used to prepare the basic financial statements or
to the basic financial statements themselves, and other additional procedures in accordance with
anditing 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
basic financial statements as a whole.




Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March
24, 2016, 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 in
considering the Agency’s internal control over financial reporting and compliance.

S Tty B, CRA, ST

Port Jefferson Station, New York
March 24, 2016




TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2015

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 year
ended December 31, 2015. 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 position, a statement of revenues, expenses and changes in net position, 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 position presents information on the Agency’s assets and liabilities, with the difference
between the two reported as net position. Over time, increases or decreases in net position 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 position 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 position for the fiscal year. That change combined with the net
position at the end of the previous year, total to the net position at the end of the current fiscal year.

The statements of cash flows reports cash activities for the fiscal year resulting from operating activities,
investing activities and financing 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 year ended December 31,
2015.
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TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2015

CONDENSED FINANCIAL INFORMATION (continued)

Condensed financial information from the statements of net position as of December 31, 2015

and 2014 is as follows:

015 2014

TOTAL ASSETS

Current assets $ 1,819,137 $ 1,499,532

Fixed assets, net 36,274 30,578
TOTAL ASSETS $ 1,855,411 $ 1,530,110
LIABILITIES

Current liabilities $ 80,150 35,995
NET POSITION UNRESTRICTED 1,775,261 1,494,115
TOTAL LIABILITIES AND

NET POSITION $ 1,855,411 $ 1,530,110

The Agency had current ratios of 22.70 and 41.66 at December 31, 2015 and 2014,
respectively. Such ratios imply that the Agency has sufficient assets on bhand 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
position for the years ended December 31, 2015 and 2014 is as follows:

5 confintied




TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2015

CONDENSED FINANCIAL INFORMATION (continued)

REVENUES
Application Fees
Administrative Fees

Total Fees

Interest Revenue
Miscellaneous Income

Total Revenues

EXPENSES
Office Supplies & Expense
Legal Fees
Professional Fees
Salaries and Wages
Other Employee Benefits
Advertising & Promotion
Fixed Asset Depreciation
Insurance
Conferences
Repairs & Maintenance

Total Expenses

CHANGES IN NET POSITION

NET POSITION - BEGINNING OF YEAR

NET POSITION - END OF YEAR

015 014
58,750  § 48,750
730,304 423,650
789,054 472,400
1,550 1,517
3,050 471
793,654 474,388
24,498 22,871
36,715 27,613
16,955 16,500
255,924 269,102
43,464 46,023
81,593 158,162
9,904 3,685
25,867 26,633
15,473 11,458
2,115 2,426
512,508 584,473
281,146  (110,085)
1494115 1,604,200
$1,775261  $1,494,115

continued




TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2015

FINANCIAL HIGHLIGHTS

The Agency ended the year December 31, 2015 with a net position balance of approximately
$1.7 million. Most of this balance is in cash and investments. This amount was approximately
$281,000 higher than the net asset balance at the beginning of the year.

e The increase in total assets of approximately $325,000 as of December 31, 2015 is due
to an increase in cash and investments related to an increase in net position.

e The increase in total liabilities of approximately $44,000 as of December 31, 2015, is
due to PILOT’s payable and also funds held for Ronkonkoma Hub Transit Orientated
Development.

e The Statements of Cash Flows identifies the sources and uses of cash activity for the
fiscal year. For fiscal year 2015, cash increased by approximately $219,000. This net
increase for the year ended December 31, 2015 is primarily due to the change in net
position for the year ended December 31, 2013.

FUND TRANSACTIONS

There are no significant transactions between the funds during the year ended December 31,
2015 and 2014.

CAPITAL ASSETS AND LONG-TERM DEBT

The Agency’s significant capital asset consists of automobiles used by employees of the
Agency. 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 POSITION
DECEMBER 31, 2015 AND 2014

ASSETS

Cash - unrestricted

Cash - restricted (PILOTS's payable)

Cash - restricted (Funds Held for Ronkonkoma

Hub Transit Orientated Development)

Investments (at fair value, cost $347,458
and $247,710, respectively)

Interest receivable

Prepaid expenses and other current assets

Fixed assets (net of accumulated depreciation
$24,665 and $29,516, respectively)

TOTAL ASSETS

LIABILITIES AND NET POSITION
Liabilities
Accounts payable and accrued expenses
PILOT's Payable
Funds Held for Ronkonkoma Hub
Transit Orientated Development

Total Liabilities
Net position - unrestricted

TOTAL LIABILITIES AND NET POSITION

015 2014

$ 1,395,157 $ 1,219,450
33,779 -
9,575 -

347,458 247,710
248 -

32,920 32,372

36,274 30,578

$ 1,855,411 $ 1,530,110

$ 36,796 $ 35995
33,779 -
9,575 -

80,150 35,995

1,775,261 1,494,115

$ 1,855,411 $ 1,530,110

See Notes to Financial Statements.
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TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014

015 014
REVENUES
Application Fees $ 58,750 $ 48,750
Administrative Fees 730,304 423,650
Total Fees 789,054 472,400
Interest Revenue 1,550 1,517
Miscellaneous Income 3,050 471
Total Revenues 793,654 474,388
EXPENSES
Office Supplies & Expense 24,498 22,871
Legal Fees 36,715 27,613
Professional Fees 16,955 16,500
Salaries and Wages 255,924 269,102
Other Employee Benefits 43,464 46,023
Advertising & Promotion 81,593 158,162
Fixed Assct Depreciation 9,904 3,685
Insurance 25,867 26,633
Conferences 15,473 11,458
Repairs & Maintenance 2,115 2,426
Total Expenses 512,508 584,473
CHANGES IN NET POSITION 281,146 (110,085)
NET POSITION - BEGINNING OF YEAR 1,494,115 1,604,200
NET POSITION - END OF YEAR $ 1,775,261 $1,494,115

See Notes to Financial Statements,
9




TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY

STATEMENTS OF CASHFLOWS

FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014

CASH FLOWS FROM OPERATING ACTIVITIES:

Changes in Net Position

Adjustments to Reconcile Changes in Net Position fo
Cash provided by (used in) Operating Activities:

Fixed Asset Depreciation

Interest receivable

Prepaid expenses and other current assets

Accounts payable and accrued expenses

PILOT's Payable

Funds Held for Ronkonkoma Hub
Transit Orientated Development

NET CASH PROVIDED BY (USED IN)
OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of investments
Investments matured

NET CASH (USED IN) PROVIDED BY
INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES:
Purchase of fixed assets

NET CASH USED IN
FINANCING ACTIVITIES

NET INCREASE IN CASH

CASH - BEGINNING OF YEAR

CASH - END OF YEAR

2015 2014
$ 281,146  $ (110,085)
9,904 3,685
(248) 1,088
(548) 750
801 5,857
33,779 -
9,575 .
334,409 (98,705)
(99,748) -

- 600,918
(99,748) 600,918
(15,600) (28.079)
(15,600) (28,079)
219,061 474,134

1,219,450 745,316
$1,438,511  $ 1219450

See Notes to Financial Statements.
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TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

Note 1. Organization

The Town of Brookhaven Industrial Development Agency (the Agency), was created by Title I
of Article 18-A of the General Municipal Law of the State of New York (the Laws), as amended,
and Chapter 358 of the Laws of 1970, as amended (collectively the Act) as a body politic and a
government entity consisting of a public benefit corporation which 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 tax abatements, sales, and
mortgage exemptions. 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 through sale leaseback and bond financing. 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 (the Town) 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 liability to the Agency or the 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 maiter 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.
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TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

Note 2. 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.

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. Asa
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 Invesiments
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. Fixed Assets

Fixed assets of the Agency are reported at cost or the fair market value at the time of contribution
to the Agency. The fixed assets of the Agency are automobiles and computer equipment. The
automobiles and computer equipment is depreciated using the straight-line method over 5 years.
During 2015, the Agency sold an automobile for $3,000 that was fully depreciated ($14,758).

12




TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

Note 2. Summary of Significant Accounting Policies (continued)

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.

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 24, 2016, which was the date the financial statements were available to be
issued. No subsequent events were identified.

Note 3. Investments

Investments consist of®

2015 2014
Certificate of deposit - matures in January 0.1 % interest $ 247463 $ 247,710
U.S. Treasury Note - matures in March ZEero coupon 99,995 -
Investments as of December 31 $ 347,458 $ 247,710

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.
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TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014
Note 4. PILOT (continued)

The following is a summary of PILOT activity:

- 2015 2014
Balance Due to Other Governments January 1 $ - $ -
Payments received in Licu of Taxes 14,177,844 12,061,214
Payments to Districts (14,144,065) (12,061,214)
Net Due to Other Governments as of December 31 § 33,779 $ -

Note 5. Funds Held for Ronkonkoma Hub Transit Oriented Development

Pursuant to a Master Developer Designation Agreement dated September 16, 2012, the Town of
Brookhaven, in cooperation with the Agency is committed to revitalize the arca surrounding the
Ronkonkoma railroad station. The revitalization project known as Ronkonkoma Hub Transit
Oriented Development (Ronkonkoma TOD} has been identified as an urban renewal project and
may require acquisition of property by the Agency using its power of eminent domain. Ronk
Hub LLC a limited liability company organized and existing under the laws of the State of
Delaware (the Company) has been selected by the Town of Brookhaven to develop the
Ronkonkoma TOD. The Company has requested financial assistance from the Agency and the
Agency will provide assistance in the form of sales and use tax exemptions and abatement of real
property taxes. In connection with the possible condemnation of the property within the
boundaries of the Ronkonkoma TOD project, the Agency will receive funds from the Company
for expenses related to the development of the Ronkonkoma TOD. As of December 31, 2015, the
Agency was holding in escrow $9,575 in a restricted account related to this.

Note 6. 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.
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TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY
‘ NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

Note 6. Pension Plan — New York State and Local Employees’ Retirement System (continued)

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 J uly
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 propottions 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 7. Related Party
The Agency utilizes office space and equipment at the Town of Brookhaven facilitics. 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.

Note 8. Litigation

The Agency from time to time is identified as a party in litigation. As of December 31, 2015 the
Agency has stated that it believes that any litigation will be covered under insurance.
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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

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

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to the financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of the Town of Brookhaven Indusirial Development Agency (the Agency) as of and
for the years ended December 31, 2015 and 2014, and the related notes to the financial
statements, which collectively comprise the Agency’s basic financial statements, and have issued
our report thereon dated March 24, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Agency’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 opinions on the financial |
statements, but not for the purpose of expressing an opinion on the effectiveness of the Agency's
internal control. Accordingly, we do not express an opinion on the effectiveness of the Agency's
internal control.

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. A significant deficiency is a deficiency,
or a combination of deficiencies, in internal control that is less severe than a material weakness,
yet important enough to merit attention by those charged with governance.

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. Given these limitations, during our audit we did
not identify any deficiencies in internal contro! that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Agency'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 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 Agency’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 Agency’s
internal control and compliance. Accordingly, this communication is not suitable for any other

purpose.

S Gty C. COA, ST

Port Jefferson Station, New York
March 24, 2016
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