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INDEPENDENT AUDITORS® REPORT

The Board of Directors
Islip Resource Recovery Agency:

Report on the Combined Financial Statements

We have audited the accompanying combined financial statements of the Islip Resource Recovery
Agency (Agency), a component unit of the Town of Islip, as of and for the year ended December
31, 2015, and the related combined statements of revenue, expenses, and changes in net position,
and cash flows for the year then ended, and the related notes to the financial statements, which
collectively comprise the Agency’s basic combined financial statements as listed in the table of
contents.

Management’s Responsibility for the Combined Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on those combined 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
combined financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the combined financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the combined 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 combined 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 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 combined financial statements.




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

Opinion

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

Prior Period Financial Statements

The combined financial statements of the Agency as of December 31, 2014, were audited by other
auditors whose report dated March 20, 2015, expressed an unmodified opinion on those statements.

QOther Matters

As discussed in note 1(p) to the combined financial statements, the Agency adopted the provisions
of Governmental Accounting Standards Board (GASB) Statement No. 68 - “Accounting and
Financial Reporting for Pensions - an Amendment of GASB Statement No. 27” and GASB
Statement No. 71 - “Pension Transition for Contributions Made Subsequent to the Measurement
Date - an Amendment of GASB Statement No. 68,” during the year ended December 31, 2015, Qur
opinion is not modified with respect to these matters.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that
management’s discussion and analysis on pages 4 through 11 and the other required supplementary
information as listed in the table of contents, be presented to supplement the basic combined
financial statements. Such information, although not a pait 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 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 ot provide any assurance.



Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the combined financial
statements as a whole. The combining statement of net position, combining statement of revenue,
expenses, and changes in net position, and combining statement of cash flows for the year ended
December 31, 2015 are presented for purposes of additional analysis and are not a required part of
the combined financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the
combined financial statements. The information has been subjected to the auditing procedures
applied in the audit of the combined financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the combined financial statements or to the combined financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, such information is fairly
stated, in all material respects, in relation to the combined financial statements as a whole. The
combining statement of net position, statement of revenues, expenses and changes in net position,
and combining statement of cash flows for the year ended December 31, 2014 on pages 48 through
52 was subjected to the auditing procedures applied in the 2014 audit of the basic financial
statements by other auditors, whose report on such information, dated March 20, 2015 stated that it
was fairly stated in all material respects in relation to the 2014 combined 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
23, 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.

EFPQ G.kﬁup, C,pAS, pLLC’

Williamsville, New York
March 23, 2016



ISLIP RESOURCE RECOVERY AGENCY
Management's Discussion and Analysis
December 31, 2015 and 2014

Our discussion and amalysis of the Islip Resource Recovery Agency’s (Agency) financial
performance provides an overview of the Agency’s financial activities for the years ended
December 31, 2015, and 2014. Please read this discussion and analysis along with the basic
combined financial statements and the accompanying notes to the combined financial statements.

Overview of the Combined Financial Statements

The financial report consists of management’s discussion and analysis, combined statements of net
position, combined statements of revenue, expenses, and changes in net position, combined
statements of cash flows, and notes to the combined financial statements. The combined statements
of net position provide a record or snapshot of the assets and deferred outflows of resources and
liabilities and deferred inflows of resources at the close of each year. They present the financial
position of the Agency on an accrual basis utilizing historical costs. The combined statements of
revenue, expenses, and changes in net position present the resuits of the business activities of the
Agency over the course of each fiscal year. The combined statements of cash flows are related to
the other combined financial statements by the way they analyze changes in assets and deferred
outflows of resources and liabilities and deferred inflows of resources and their effect on cash and
equivalents over the course of each year. The combined statements of cash flows are divided into
three categories: operating, investing, and financing. The accompanying notes to the combined
financial statements provide useful information regarding the Agency’s significant accounting
policies; explain significant account balances and activities, certain material risks, obligations,
commitments, contingencies and subsequent events, if any.

Summary of Oreanization and Business

The Islip Resource Recovery Agency is a public authority created by Public Authority Law 2046-C.
The Agency is a body corporate and politic constituting a Public Benefit Corporation pursuant to
the Islip Resource Recovery Act (the Act). Its membership consists of a five (5) member Board of
Directors comprised, ex-officio, of the members of the Islip Town Board. Furthermore, the Agency
is considered a component unit of the Town of Islip (Town).

The Agency is authorized by the Act to finance, acquire, construct, operate, and maintain a solid
waste management-resource recovery system (which consists of two (2) closed landfilis, one (1)
cleanfill landfill, one (1) multi-purpose recyciing facility, one (1) waste to energy facility, and one
(1} yard waste compost facility) in the Town and to contract with the Town for the purpose of
receiving, treating, and disposing of municipal solid waste generated in the Town.



[SLIP RESOURCE RECOVERY AGENCY
Management's Discussion and Analysis, Continued

Condensed Combined Statements of Net Position

Assets:
Current assets
Restricted assets
Capital assets, net

Total assets
Deferred outflows of resources
Liabilities:
Current liabilities
Long-term liabilities

Total liabilities
Deferred inflows of resources

Net position:
Net investment in capital assets
Restricted
Unrestricted

Total net position

201 201
5 73952116 66,621,300
4,331,210 4,429,467
9,759,280 13.001,605
88.042,606 84,052,372
338.523 -
4,772,495 4,339.971
44,780,998 45,335,089
49,553,493 49,675,060
421,278 504,019
1.488.323 3.576,605
4,231,547 4,317,151
32,686.488 25,979,537
$ 38,406,358 33.873,293

Condensed Combined Statements of Revenue, Expenses and Chanses in Net Position

Operating revenue

Administrative charges

Service fees

Ash treatment

Inter-municipal tipping fees

Depreciaticn and amortization

Landfill closure and post-closure costs
Personal services and employee benefits
Contractual expenses

Other administrative and operating expenses

Total operating expenses

Operating income
Nonoperating revenue (expense), net

Change in net assets
Net pesition at beginning of year, as originally stated
Cumulative effect of change in accounting principle
Net position at beginning of year, as restated

Net position at end of year

F 39975396 39.892.238
9,521,756 9,100,290
11,083,457 12,172,767
3,136.310 3,123,374
163,857 124,549
3,760,967 3,638,393
420,226 376,661
3.177,536 3,342,230
3.025,270 3,159,475
1,108,157 1,419,767
35.397.536 36,457,506
4.577.860 3,434,732
18,772 (55,073)
4,596,632 3.379.659
33.873.293 30.493,634
(63.567) -
33.809,726 30,493,634
$ 38406358 33,873,293




ISLIP RESOURCE RECOVERY AGENCY

Management’s Discussion and Analysis, Continued

Debt Administration

During 2014, the Agency refinanced the 2004 Series E Bonds and issued 2014 G Bonds. This
resulted in a $1.5 million savings over the life of the debt (10 vears).

At December 31, 2015 and 2014, the Agency had $8,340,000 and $9.425,000, respectively, in
bonds, outstanding, a decrease of 11.5%.

Blydenburgh Cleanfill

The Blydenburgh Cleanfill Landfill, Phase I and Phase II, remains active and continues to accept
construction and demolition debris. It is projected that these cells will have available capacity
through 2016.

The Agency continues to operate its Groundwater Remediation Facility as required by the New

York State Department of Environmental Conservation (NYSDEC) and Environmental Protection
Agency (EPA). All post-closure requirements are being met.

Savville Landfill

The capping of the Lincoln Avenue Landfill (Sayville Landfill) started in 2012, and it was
completed in May 2013. Post-closure Groundwater, Gas, and Site Monitoring commenced in 2014
and continues for 30 years.

In addition, the Sayville Landfill site houses the Agency’s multi-purpose recycling facility. This

facility accepts and processes all curbside recyclable materials generated by the residents of the
Town.

Other Selected Information

2015 014
Collection unit:
Dwelling units 8,649 8.635
Collection fees 5 3.070.658 3,146,067
MacArthur Resource Recovery
Facility (MRRF) Operations:
Billable tons 160.098 167.373
Tipping fees $ 32.069.024 31,912,305



ISLIP RESOURCE RECOVERY AGENCY

Management’s Discussion and Analysis, Continued

2015 2014
Kilowatt Hours (KWH) produced 54.608.190  51.184.024
Electricity sales $ 3,071,073 3.083.312
Compost - sales revenue $ _ 248267 __221.052
Sayville - recycling fees $ __ 621498 700,493

MacArthur Resource Recovery Facility (MRRF) Electricity Warranty

The electric export warranty agreement calls for the generation of 53,152,847 kWh per year. The
total kWh produced for 2015 was 54,608,190. This resuited in a surplus of 1,455,344 kWh as
compared to the warranty. This excess calculates to $28,557 in warranty provision expense, which
was owed to the operator according to the electricity sales warranty.

The total kWh produced for 2014 was 51,184,024, This resulted in a shortfall of 1,968,823 kWh as
compared to the warranty. This deficit was waived to the operator according to the electricity sales
warranty that alleviated Covanta for the penaity.

Ash Warranty

The operating agreement provides for the generation of not more than 38% of billable tons of
municipal solid waste. During 2015, the total of ash generated was 57,378 tons, which was 8,055
tons less than the contractual limit of 38% of billable tons. This savings resulted in an ash warranty
payment to the operator in the amount of $178,942.

During 2014, the total of ash generated was 58,899 tons, which was 7.325 tons less than the

contractual limit of 38% of billable tons. This savings resulted in an ash warranty payment to the
operator in the amount of $159,614.

Collection Unit

The Agency continues to maintain and provide solid waste collection services to approximately
9,000 homes within the Town’s consolidated refuse and collection district. During 2015 and
2014, the Agency’s collection unit continued to service seven contract bid areas on behaif of the
Town’s consolidated refuse and garbage district.



[SLIP RESOURCE RECOVERY AGENCY

Management’s Discussion and Analysis, Continued

Financial Conditions

The Agency’s financial condition remained strong at year-end with sufficient cash and equivalents
coupled with an adequate and reliable solid waste facility and coliection system in place. The
current financial condition, technical support staff capabilities, and operational planning to meet
taxpayer needs are well balanced and under control. The following summarizes the statements of
net position:

2015 2014
Current assets § 73952116 66,621,300
Capital assets $ _9.759280 13,001,605
Net position $ 38406358 33.873.293

Capital Assets

At December 31, 2015, the Agency had $9,759.280 in net capital assets, including buildings and
equipment, as compared to $13,001,605 at December 31, 2014. The net decrease from 2014 in the
amount of $3,242,325 is due to $3,760,967 in current year depreciation and amortization expense
offset by capital asset additions and disposals totaling $518,642.

At December 31, 2014, the Agency had $13,001,605 in net capital assets. including buildings and
equipment, as compared to $14,625,734 at December 31, 2013. The net decrease from 2013 in the
amount of $1,624,129 was due to $3,638,393 in depreciation and amortization expense offset by
capital asset additions of $2,014,264.

Results of Operations

Revenue

Operating revenue falls into vatious categories, with the three (3) major sources being tipping fees,
collections, and sale of electricity. Ancillary revenue consists of recycling fees, ash disposal, rent
revenue, other sales, reimbursements, and grants.

2015 2014
Tipping fees $ 32,069,024 31,912,305
Collections 3,070,658 3,146,067
Sale of electricity 3,071,073 3,083,312
Ancillary revenue 1.764.641 1.750.554
Total operating revenue $ 39975396  39.892.238



ISLIP RESOURCE RECOVERY AGENCY

Management’s Discussion and Analysis, Continued

In 2015, the revenue for tipping fees increased slightly by .49% when compared to 2014. This
increase offset a reduction of 70% on tipping fees from commercial carriers.

In 2014, the revenue for tipping fees decreased slightly by 1.34% when compared to 2013. This
decrease offset an increase of 195% on tipping fees from commercial carriers,

The Agency offset some of the decreased commercial revenue by entering into a supplementary
waste operations agreement with Covanta Holding Corporation. The revenne for 2015 and 2014
amounted to $480,000 and $325,000, respectively.

The total production of electricity significantly increased in 2015 when compared to 2014. The
average price per kWh slightly increased in 2015.

In 2015, the ancillary revenue increased by less than 1% when compared to 2014. This consistency
is mainly a result of increases in other revenues of $93,702 offset by decreases in recycling and ash
disposal revenue of $88,615.

In 2014, the ancillary revenue decreased by 37% when compared 1o 2013 due to various
reimbursements the Agency received during the prior year.

Expenses

The majority of the Agency’s expenses incurred directly relate to the collection and disposal of
solid waste. The largest operating expenses of the Agency are administrative charges, which
reimburse the Town for allocated expenses and service fees paid to the third-party operator of the
Agency’s power generating waste to energy facility.

In 2015, there was a decrease in total expenses mostly because of decreases in service fees and
miscellaneous expenses. This increase was partially offset by increases in administrative charges
and other operating expenses.

In 2014, there was a decrease in total expenses mostly because of a reduction of the adjustment in
the estimated landfill closure and post-closure obligation. This increase was partially offset by
increases in services fees, ash treatment, and other administrative and operating expenses.



ISLIP RESOURCE RECOVERY AGENCY

Management’s Discussion and Analysis, Continued

The bond indenture requires the Agency to maintain a reserve to fund future bond principal and
interest payments. This requirement is equal to the maximum aggregate debt service on all series of
bonds issued and outstanding under the indenture for a particular project in the current or any
succeeding bond year. Amounts restricted under the Agency’s bond indenture were invested in
cash, certiftcates of deposits, money market funds, and government securities.

In 2014, the seventh Supplemental Indenture Trust eliminated the requirement for the Agency to

fund the Debt Service Reserve for the Resource Recovery System Refunding Revenue Bonds (1985
Facility - Series G 2014).

Capital Reserve

In 2010, a capital reserve fund of $2,500,000 was created to be used for the payment of the cost of
capital improvements to the lands, structure, and facilities of the Agency. As of December 31,
2011, the balance of the capital reserve account was $7,021,507, which includes an additional
$4,500,000 payment plus interest earned during 2011, In 2012, the Agency used $7,000,000 from
the capital reserve account for capping the Sayville Landfill, leaving a balance at December 31,
2012 of $50,649, which represents the interest earned on this account during 2012. The balance at
December 31, 2015 and 2014, is $51,024 and $50,921, respectively.

Cash Flows Activily

The following table summarizes the Agency’s total operating revenue and net cash provided by
operations over the last two fiscal years.

2015 2014
Total operating revenue $ 3997539 39.892.238
Net cash provided by operating activities § _8.652.248 7,283,486

Capital Assets and Long-Terin Debt

The investment in capital assets to date approximates $95,500,000, and the Agency maintains a
constant review of the capital expenditure needs necessary to provide maintenance and capital
upgrades. This investment was initially funded by the issuance of long-term debt. Annual cash
flows are utilized for current upgrades and maintenance.

10



ISLIP RESOURCE RECOVERY AGENCY

Management’s Discussion and Analysis, Continued

Final Coinments

The Agency, in a continuing commitment to its mission to provide affordable, efficient, and reliable
solid waste services, is continually examining its work practices to find more efficient and
productive methods of achieving this mission. The Agency will continue monitoring the possibility
of new capital investments and the investigation of new methods of processing and disposing solid
waste, in accordance with changing environmental regulations, industry practices, and the needs of
[slip constituents.

Request for Information

This financial report is designed to provide a general overview of the Agency’s finances for all
those with an interest in the Islip Resource Recovery Agency’s finances. Questions concerning any
of the information provided in this report or requests tor additional financial information should be
addressed to the Chief Financial Officer, Islip Resource Recovery Agency, 401 Main Street, Islip,
New York 11751

11



ISLIP RESOURCE RECOVERY AGENCY
{A Component Unit of the Town of Islip)

Combined Statements of Net Position
December 31, 2015 and 2014

Current assets:
Cash and equivalents
Accounts receivable, net of allowance
Notes receivable, net
Due from other governments
Due from primary government
Prepaid expenses

Total current assets

Restricted assets:
Cash and equivalents
Investments

Total restricted assets
Capital assets, net
Total assets

Deferred outflows of resources - pensions

See accompanying notes to combined financial statements,

12

015 2014

$72.003,874 64,942,532
1,510,135 1,185,698
2.898 11,337
8.686 9,040
217,592 203,774
208,931 268,919
73,952,116 66,621,300
254,592 252,340
4,076,618 4,177,127
4,331,210 4,429,467
9,759,280 13,001,605
88,042,606 84,052,372

338.523 -
(Continued)



ISLIP RESOURCE RECOVERY AGENCY
(A Component Unit of the Town of Islip)
Combined Statements of Net Position, Continued

2015 2014
Current liabilities:
Accounts payable and accrued expenses $ 1,643,238 1,682,183
Due to other governments 288.626 275,668
Due to primary government 960,968 514,804
Current portion of long-term debt 1.110,000 1,085,000
Current portion of estimated liability for
landfill closure and post-closure costs 670,000 670,000
Total current liabilities 4,672,832 4,227,655
Current liabilities payable from restricted assets -
accrued interest on bonds 99,663 112,316
Other liabilities:
Estimated liability for landfill closure and
post-closure costs, less current portion 33,521,778 33,546,349
Long-term debt, [ess current portion 7,230,000 8,340,000
Compensated absences 405,374 516,932
Other postemployment benefits 3,401,180 2,931,808
Net pension liability - proportionate share 222,666 -
Total other liabilities 44,780,998 45,335,089
Total liabilities 49,553,493 49,675,060
Deferred inflows of resources:
Gain on refunding of bonds payable 412,379 504,019
Pensions 8,899 -
Total deferred inflows of resources 421,278 504,019
Net position:
Net investment in capital assets 1,488,323 3,576,605
Restricted 4,231,547 4,317,151
Unrestricted 32,686,488 25,979,537
Total net position $38.406,358 33,873,293

See accompanying notes to combined financial statements.

“
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ISLIP RESOURCE RECOVERY AGENCY
Combined Statements of Revenue, Expenses

and Changes in Net Assets

Years ended December 31, 2015 and 2014

Operating revenue:
Tipping fees
Collections
Sale of electricity
Recycling
Other revenue
Rent revenue
Ash disposal

Total operating revenue

Operating expenses:
Administrative charges
Service fees
Ash treatment
Intermunicipal tipping fees
Depreciation and amortization
Landfill closure and post-closure costs
Personal services
Employee benefits
Contractual expenses
Professional fees
Rent and utilities
Miscellaneous

Total operating expenses
Operating income

Nonoperating revenue (expense):
Interest income
Debt service (interest)

Total nonoperating revenue (expense)
Change in net assets
Net position at beginning of year, as originally stated
Cumulative effect of change in accounting principle
Net position at beginning of year, as restated

Net position at end of year

See accompanying notes to combined financial statements.

14

2015 2014
$32,069.024 31,912,305
3,070,658 3,146,067
3.071,073 3,083,312
621,498 700,493
760,620 666,918
78,000 69,000
304,523 314,143

39,975,396 39,892,238

9,521,756 9,100,290
11.083.457 12,172,767
3,136,310 3,123,374
163,857 124,549
3,760,967 3,638,393
420,226 376,661
1,610,013 1,751,452
1.567,523 1,590,778
3.025,270 3,159,475
68,391 67.046
774,419 812,994
265,347 539,727

35,397,536 36,457,506
4,577,860 3,434,732

139,111 171,446
(120,339) (226,519)
18,772 {55,073)

4,596,632 3,379,659

33,873,293 30,493,634
(63,567) -

33,809,726 30,493,634

$38,406,358 33,873,293




ISLIP RESOURCE RECOVERY AGENCY

Combined Statements of Cash Flows

Years ended December 31, 2015 and 2014

Cash flows from operating activities:
Cash received from customers
Cash payments:
Personal services and employee benefits
Goods and services

Net cash provided by operating activities

Cash flows from capital and related financing activities:
Additions to capital assets
Principal payments on revenue bonds
Refunding of revenue bonds
Proceeds from revenue bonds
Interest payments on revenue bonds payable

Net cash used in capital and related
financing activities

Cash flows from investing activities:
Proceeds from sale or redemption of investments
Purchase of investments
Interest income

Net cash provided by (used in)
investing activities

Net increase in cash and equivalents

Cash and equivalents at beginning of year

Cash and equivalents at end of year

See accompanying notes to combined financial statements.

15

015 2014
$39,659,398 39,988,051
(3.016,429) (2.855,834)
(27.990,721) (29,848,731)
8,652,248 7,283,486
(518.,642) (2.014,264)
(1,085,000) (900,000)
- (10,690,000)
- 9,425,000
(224,632) (813,748)
(1,828,274) (4,993,012)
26,602,042 34,174,529
(26,501.533) (35.896,907)
139,111 171.446
239,620  (1,550,932)
7,063,594 739,542
65,194,872 64.455,330
$72,258,466 65,194,872
{Continued)



ISLIP RESOURCE RECOVERY AGENCY
Combined Statements of Cash Flows, Continued

Reconciliation of operating income to net cash provided
by operating activities:
Operating income
Adjustments to reconcile operating income to
net cash provided by operating activities:

Depreciation and amortization

Provision (release) for allowance

Cumulative effect of change in accounting principle

Changes in:
Accounts receivable
Notes receivable
Due from other governments
Due from primary government
Prepaid expenses
Deferred outflows of resources - pensions
Accounts payable and accrued expenses
Due to other governments
Due to primary government
Estimated liability for landfill closure

and post-closure costs

Compensated absences
Other postemployment benefits
Net pension liability, proportionate share
Deferred inflows of resources - pensions

Net cash provided by operating activities

Reconciliation of cash and equivalents at beginning of year:
Current assets - cash and equivalents
Restricted assets - cash and equivalents

Total

Reconciliation of cash and equivalents at end of year:
Current assets - cash and equivalents
Restricted assets - cash and equivalents

Total

See accompanying notes to combined financial statements.

16

2015 2014

$ 4,577,860 3,434,732
3,760,967 3,638,393
24,557 (15,373)
(63,567) ;
(348,994) 102,244
8,439 8,943

354 1,371
(13.818)  (114.383)
59,988 5,779
(338,523) ;
(38.945)  (263,194)
12,958 40,627
446,164 81,007
(24,571)  (123,056)
(111,558) 54,804
469,372 431,592
222,666 -
8,899 :

$ 8,652,248 7,283,486
64,942,532 55,498,627
252,340 8,956,703
$65.194,872 64,455,330
72,003,874 64,942,532
254,592 252,340
$72,258,466 65,194,872




ISLIP RESOURCE RECOVERY AGENCY
Notes to Combined Financial Statements
December 31, 2015 and 2014

(1) Summary of Significant Accountine Policies

(a) Description
The Islip Resource Recovery Agency (the Agency) was authorized by the New York State
Legislature and established by a referendum approved by a majority of the Town of
Islip’s voters in 1982 as a body corporate and politic constituting a public benefit
corporation and a public authority of the State of New York pursuant to the Islip
Resource Recovery Agency Act (the Act).

The Agency is governed by a five member Board of Directors comprised, ex-officio, of the
five members of the Board of the Town of Islip, and is considered a component unit of
the Town of Islip (the Town).

The Agency is authorized by the Act to finance, acquire, construct, operate, and maintain a
solid waste management-resource recovery system (which consists of two closed
landfill; a cleanfill, Phase I and Phase II; the MacArthur Resource Recovery Facility, a
material recovery facility; and a composting facility) in the Town and to contract with
the Town for the purpose of receiving, treating, and disposing of municipal solid waste
generated in the Town.

All governmental activities and functions performed for the Agency are its direct
responsibility. No other governmental organizations have been included or excluded
from the reporting entity,

{(b) Reporting Entity
The reporting entity consists of the funds of the Agency. No other governmental
organizations have been included or excluded from the reporting entity.

(c) Basis of Accounting and Presentation
The accompanying combined financial statements have been prepared in conformity with
accounting principles generally accepted in the United States of America (U.S. GAAP)
as applied to government units. The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting
and financial reporting principles. The following are the more significant accounting
policies.

The Agency’s combined financial statements consist of two enterprise funds (Agency and
Collection Unit). These are proprietary funds used to account for activities that are
similar to those often found in the private sector. The measurement focus is based upon
determination of net income, financial position, and changes in financial position on the
accrual basis.

Operating revenue and expenses generally result from providing services in connection with
the Agency’s principal ongoing operations. All revenue and expenses not meeting this
definition are reported as nonoperating revenue and expenses.
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ISLIP RESOURCE RECOVERY AGENCY
Notes to Combined Financial Statements, Continued

(1) Summary of Significant Accounting Policies. Continued

(c) Basis of Accounting and Presentation, Continued
The Agency Fund is used to account for the activities described above.

On January 30, 1987, in a joint meeting of the Agency and the Islip Town Boards, the
Agency agreed to provide automated garbage-collection services for ten Town garbage
districts. The Agency provided service for seven Town garbage districts at that time.
The Agency Board authorized the acquisition of all necessary equipment, facility leases,
and the hiring of the necessary personnel to provide the service. The Collection Unit
Fund was established to record these activities.

The Agency follows enterprise fund reporting and, accordingly, the combined financial
statements have been prepared using the accrual basis of accounting. Revenue is
recognized when earned, and expenses are recognized when incurred.

(d) Budgetary Accounting
The Agency is not required by law to establish a budget. For management control purposes,
budgeting is utilized for various activities. The initial budget is approved by the
Agency’s Board of Directors and subsequent amendments are made by management.

(e} Use of Estimates
The preparation of combined financial statements requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities at the date of
the combined financial statements and the reported amounts of revenues and expenses
during the reporting year. Actual results could differ from those estimates.

{f)_Cash and Equivalents
For financial statement purposes, investments with maturities of three months or less when
purchased are considered cash equivalents.

(g) Accounts Receivable

Accounts receivable are stated at the amount management expects to collect from
outstanding balances. Management provides for probable uncollectible amounts through
a charge to earnings and a credit to a valuation allowance based on its assessment of the
current status of individual accounts. Balances that are still outstanding after
management has used reasonable collection efforts are written off through a charge to
the valuation allowance and a credit to accounts receivable. Management has
¢stablished an allowance for uncoliectible accounts of $105.481 and $80.,924 at
December 31, 2015 and 2014, respectively.

(h) Investments
Treasury obligations and certificates of deposit will be held to maturity as the Agency has
the positive intent and ability to hold the securities. These securities are stated at
amortized cost, which approximated fair value at December 31, 2015 and 2014. Related
amortization and interest are included in interest income as earned. Money market funds
are recorded at fair value.
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ISLIP RESOURCE RECOVERY AGENCY
Notes to Combined Financial Statements, Continued

(1) Summary of Significant Accounting Policies. Continued

(i) Capital Assets

Property and equipment are stated at cost. Major expenditures for property and those which
substantially increase useful lives are capitalized. Maintenance, repairs, and minor
renewals are expensed as incurred. When assets are retired or otherwise disposed of,
their costs and related accumulated depreciation are removed from the accounts, and
resulting gains and losses are included in income. The assets are depreciated over the
estimated useful lives of the assets using the straight-line method. The estimated useful
lives are as follows:

Estimated Useful Life

Furniture, fixtures, machinery, equipment

trucks, vehicles and containers 4 - 10 years
Buildings and site improvements 5 - 40 years
MacArthur Resource Recovery Facility 25 years

(i} Landfill Closure and Post-Closure Costs
New York State and Federal laws and regulations require the Agency to place a final cover
on its landfill sites when the sites are filled to capacity and to perform certain
maintenance and monitoring functions at the landfill site for thirty years after closure.
Although closure and post-closure care costs will be paid after the sites cease to accept
waste, the Agency is required to report the costs as an operating expense in each period
based on landfill capacity used as of each statement of net position date.

The Agency currently has three sites that are required by law to incur these costs. Two
landfills have been capped and closed, and one landfill, a cleanfill landfill - Phase 1 and
Phase 1, is currently active.

The New York State Environmental Conservation Law provides for State assistance
payments of 50%, or $2 million, whichever is less, of the approved costs of municipal
landfill closures. Accordingly, the Agency has reduced its liability by a total of $2
million for the remaining site that is not vet closed.

The estimated lability for landfill closure and post-closure care costs amounted to
$34,191,778 and $34.216,349 as of December 31, 2015 and 2014, respectively. The
estimated total cost of the landfill closure and post-closure care is based on the amount
that would be paid if all equipment, facilities, and services required to close, monitor,
and maintain the landfills were acquired as of December 31. 2015 and 2014,
respectively. However, the, actual costs of closure and post-closure care may be higher
due to inflation, changes in technology, or changes in landfill laws and regulations.
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ISLIP RESOURCE RECOVERY AGENCY
Notes to Combined Financial Statements, Continued

(1) Summary of Significant Accounting Policies, Continued

(1)_Landfill Closure and Post-Closure Costs. Continued
The amount recognized for the cleanfill landfill, Phase I. is based upon the usage of 93.33%
and 93.04% of capacity for 2015 and 2014, respectively. The amount recognized for the
cleanfill landfill, Phase II, is based on the usage of 97.67% and 95.77% of the capacity
for 2015 and 2014, respectively. It is estimated that an additional $1,132,722 will be
recognized as closure and post-closure care expenses between January 1, 2015 and 2016,

when the site is expected to be filled to capacity.

The Agency is not required by New York State and Federal laws and regulations to make
annual contributions to finance closure and post-closure care for these sites.

(k) Insurance

The Agency participates in the Town’s self-insurance program for all risks except state
unemployment insurance and workers’ compensation. The Town assumes the liability
for most risk including, but not limited to, property damage and personal injury liability.
Judgments and claims are recorded when it is probable that an asset has been impaired or
a liability has been incurred and the amount of the loss can be reasonably estimated.

(1) Compensated Absences

Pursuant to Agency policy, its employees are granted vacation and sick leave in varying
amounts. In the event of termination, an employee is reimbursed for accumulated
vacation days and a portion of unused sick leave. Upon termination of service,
employees receive payment for unused sick leave up to a maximum of 150 days and
unused vacation leave up to a maximum of 50 days at year-end plus accrued time for the
current year less any time used. The cost of accumulated vacation and sick leave is
recorded as a liability when incurred.

(m) Postemployment Benefits

In addition to providing pension benefits, the Agency provides health insurance coverage
and survivor benefits for retired employees and their survivors. Substantiaily all of the
Agency’s employees may become eligible for these benefits if they reach normal
retirement age while working for the Agency. Health care benefits and survivors’
benetits are provided through an insurance company whose premiums are based on the
benefits paid during the year. During 2015 and 2014. $180.296 and $175.613,
respectively, was paid on behalf of eleven retirees. See note 8 for further disclosure of
postemployment benefits.

20



ISLIP RESOURCE RECOVERY AGENCY
Notes to Combined Financial Statements, Continued

(1) Summary of Significant Accounting Policies. Continued

(n) Deferred Qutflows and Inflows of Resources. Continued

In addition to assets, the statement of net position will sometimes report a separate section
for deferred outflows of resources. This separate financial statement element, deferred
outflows of resources, represents a consumption of net position that applies to a future
period(s) and so will not be recognized as an outflow of resources (expense/
expenditure) until then. The Agency has one item that qualifies for reporting in this
category. This item is related to pensions and represents the effect of the net change in
the Agency’s proportion of the collective net pension asset or liability and difference
during the measurement period between the Agency’s contributions and its proportion
share of total contributions to the pension systems not included in pension expense.
Also included in this item are the Agency contributions to the pension system (ERS
System) subsequent to the measurement date.

In addition to liabilities, the statement of net position will sometimes report a separate
section for deferred inflows of resources. This separate financial statement element,
deferred inflows of resources, represents an acquisition of net position that applies to a
future period(s) and so will not be recognized as an inflow of resources (revenue) until
that time. The Agency has two items that qualify for reporting in this category. The first
are deferred amounts on debt refunding. These amounts are deferred and amortized over
the shorter of the life refunded or refunding debt. The second item is related to pensions
and represents the effect of the net change in the Agency’s proportion of the collective
net pension liability (ERS System) and difference during the measurement periods
between the Agency’s contributions and its proportion share of total contributions to the
penston system not included in pension expense.

(o) Subseguent Events
The Agency has evaluated subsequent events through the date of the report which is the date
the combined financial statements were available to be issued.

(p) Adoption of New Accounting Standards

For the fiscal year ended December, 2013, the Agency implemented GASB Statement No.
68 - “Accounting and Financial Reporting for Pensions - an Amendment of GASB
Statement No. 277 and GASB Statement No. 71 - “Pension Transition for Contributions
Made Subsequent to the Measurement Date - an Amendment of GASB No. 68.” The
implementation of these Statements resulted in the reporting of deferred outflows of
resources, a liability, and deferred inflow of resources related to the Agency’s
participation in the New York State Employees” retirement systems. The effect of the
new pronouncement on the Agency’s net position as follows:

(GASB Statement No. 68 and No. 71 implementation

Beginning System liability - Employees’ Retirement System 3 (297,845)
Contributions included as of the measurement date - Employees’

Retirement System 234278
Cumulative effect of new pronouncement $ (63.567)
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ISLIP RESOURCE RECOVERY AGENCY
Notes to Combined Financial Statements, Continued

{2) Cash. Equivalents and Investments

(a) Cash and Equivalents

The Town maintains a consolidated account and temporary investments with a financial
institution on behalf of the Agency. The Agency’s restricted cash consists of a money
market fund with underlying investments in U.S. Treasury securities repurchase
agreements and other highly rated credit securities and deposits with the Bank of New

York. The Agency’s cash and cash equivalents are as follows:

Unrestricted:
Agency
Town (allocated share)
Short-term investments

Restricted - Agency

Unrestricted:
Agency
Town (allocated share}
Short-lerm investments

Restricted - Agency

The unrestricted Agency balance of $50,000 was covered by FDIC insurance.
Agency’s allocated share from the Town is collateralized in full by a trustee agreement

with the Town.

Restricted cash accounts are maintained in accordance with the terms of the bond indentures
of the Agency. All of the Agency’s deposits were either insured by the FDIC or
collateralized by securities held in the Agency’s name. The Agency’s money market

2015
Agency Collection
Fund Unit Fund Total
50,000 - 50,000
57,728,745 8,184,361 65,913,106
6,040.768 - 6.040.768
$ 63,819,513 8.184361 72,003.874
84,592 170,000 254,592
2014
Agency Collection
Fund Unit Fund Total
50,000 - 50,000
51,391,957 8,179.911 59,571,868
5.320.664 - 5.320.664
$ 56,762,621 8.179911 64,942,532
82,340 170.000 252,340

fund had a credit rating of AAA from S&P and Moody’s as of December 31, 2015.

Restricted cash and cash equivalents are included as a component of total cash and cash
equivalents for cash flow purposes.
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ISLIP RESOURCE RECOVERY AGENCY
Notes to Combined Financial Statements, Continued

(2) Cash, Equivalents and Investments. Continued

{b) Investments
Following are the components of the Agency’s restricted investments at December 31, 2015

and 2014:

2015 2014
U.S. Government securities $ 3.854,566 597,920
Money market funds 222.052 3.579.207

$ 4,076,618 4,177,127

During 2015 and 2014, the Agency purchased and sold direct obligations of the U.S.
government and money market funds with financial institutions approved by the
Agency’s Board of Directors.

The Agency, which is a component unit of the Town, adheres to the Town’s investment
policy. The investment policy allows investments in certificates of deposit, time
deposits, obligations of the United States, obligations of New York State, repurchase
agreements of obligations of the United States, and obligations of agencies of the
Federal government where principal and interest are guaranteed by the United States.
All investments are made pursuant to this investment policy and comply with applicable
provisions of State and Federal law. In addition, the written investment policy requires
certificates of deposit and time deposit accounts to be tully covered by FDIC insurance,
or by the delivery of authorized investments (collateralized).

(3) Due fromv/to Other Governments

Amounts due from other governments at December 31, 2015 and 2014 consist of tipping fees
receivable and are as follows:

2015 2014
Towns and Villages $ 8,686 9,040

Amounts due to other governments at December 31, 2015 and 2014 consist of the following:

2015
Suffolk County Towns and

New York Villages Totai
Intermunicipal ash disposal agreement ) - 287,634 287,634
Leachate collection 992 - 992
Total due to other governments $§ _992 287,634 288,626
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ISLIP RESOURCE RECOVERY AGENCY
Notes to Combined Financial Statements, Continued

(3) Due from/to Other Governments. Continued

2014
Suffolk County Towns and
New York Villages Total
Intermunticipal ash disposal agreement $ - 275172 275,172
Leachate collection 496 - 496
Total due to other governments $___496 275,172 273,66

(4) Capital Assets

Activity for capital assets for the years ended December 31, 2015 and 2014 are summarized as

follows:
2015
December 31. December 31,
2014 Additions Dispositions 2015

MacArthur Resource

Recovery Facility $ 83,501,046 - - 83,501,046
Landfill monitoring equipment 2,283,196 - - 2,283.196
Cleanfill facility 1,278,335 - - 1,278,335
Landfill site improvements 924,180 - - 924,180
Trucks and vehicles 3,787,783 405,084 (43,138) 4,149,729
Machinery and equipment 1,018,732 [,846 - 1.020,578
Buildings 1,180,057 - - 1,180,057
Containers 880,709 107,953 - 988,662
Furniture and fixtures 176,781 3.759 - 180.540

95,030,819 518,642 (43.138) 95,506,323
Less accumulated depreciation

and amortization (83.627.035) (3.760.967) 43,138 (87.344.864)
11,403,784  (3.242.325) - 8.161.459
Land 1.597.821 - - 1.597.821
Total $ 13.001.605 (3.242.325) - - -9.759.280
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ISLIP RESOURCE RECOVERY AGENCY
Notes to Combined Financial Statements, Continued

{4) Capital Assets. Continued

2014
December 31. December 31,
2003 Additions Dispositions 2014
MacArthur Resource
Recovery Facility $ 83,501,046 - - 83,501.046
Landfill monitoring equipment 2,283,196 - - 2,283,196
Cleanfill facility 1,278,333 - - 1,278,335
Landfill site improvements 924 180 - - 924,180
Trucks and vehicles 2,759,083 1,044,619 (15.919) 3.787.783
Machinery and equipment 852,482 [66.250 - 1,018,732
Buildings 1,180,057 - - 1,180,057
Containers 849,034 31,675 - 880,709
Furniture and fixtures 170.190 6.720 {129 176,781
93.797.603 1.249.264 (16.048) 95,030.819
Less accumulated depreciation
and amortization (80.004.690) (3.638.393) 16.048 (83.627.035)
13,792,913 (2.389.129) - (1,403,784
Land 832.821 765.000 - 1.597.821
Total $ 14,625.734  (1.624,129) - 3,001,605

(3) Long-Term Debt

The Agency issued $17,430,000 of Series E Bonds and $8,515,000 of Series F Bonds in 2004.

The Series E Bonds with interest rates of 4.00% to 5.75% were dated March 1, 2004, and
were issued to finance the costs of making certain modifications to the solid waste disposal
and electric generating facility located in the Town. The Series F Bonds with interest rates
of 4.50% to 5.00% were dated April 5, 2004, and were used to refund $8,755,000 principal
amount of the Series 1994B Bonds, which were callable on July I, 2004. On July 2, 2014,
the Series E bonds were refunded through the issuance of Series G bonds which were issued
in the amount of $9,425,000 at a rate of 2.39%.



ISLIP RESOURCE RECOVERY AGENCY
Notes to Combined Financial Statements, Continued

(5) Long-Term Debt. Continued

(a) Revenue Bonds Pavyable
The following is 2 summary of changes in bonds payable for the years ended December 31,

2015 and 2014:
January 1. Principal Principal January 1. Principal  December 31,
2014 Repavments [ssuance 2015 Repaymenls 20135

Serial bonds (3.00% to 5.15%.

issued April 2004, maturity dates

through July 2023) $ 11.590.000  (11.590.000)
Serial G bonds (2.39%. issued

July 2014, maturity dates

through July 2022} - - 9425000 9425000  (1.085.000) 8.340.000
Total B 11,390,000  (11.390.000) 9.425000 9.425.000 (1.085.000 8.340,000
2015 2014
Outstanding principal $ 8,340,000 9,425,000
Less amounts due within one year (1.110.000)  (1.085.000}
Long-term debt $ 7.230,000 8,340,000

The Agency’s constitutional debt limit at December 31, 2015 and 2014, was $50,000,000.
The bond indenture limits indebtedness to the amounts issued under that agreement. The
Agency also covenants and agrees not to sell, convey, transfer, mortgage, or encumber
its interest in the project, except as specifically allowed, so long as the bonds are
outstanding.

A summary of the Agency’s debt service requirements for bonds payable at December 31,
2015 is as follows:

Principal Interest Total
2016 $ 1,110,000 199,326 1,309,326
2017 1,135,000 172,797 1,307,797
2018 1,160,000 145,670 1,303,670
2019 1,190,000 117,947 1,307,947
2020 1,215,000 89,506 1,304,506
2021 - 2022 2,530,000 91,059 2,621,059

3 8,340,000 816,305 9,156,305
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ISLIP RESQURCE RECOVERY AGENCY
Notes to Combined Financial Statements, Continued

(5) Long-Term Debt. Continued

{b) Gain on Advance Refunding of Bonds
On July 2, 2014, the Agency issued $9,425,000 in Series G 2014 Revenue Refunding Bonds
at an interest rate of 2.390% to refund $10,690,000 in Series E bonds, which included
the release from debt service reserve account moneys of $1,554,525. This resulted in an
estimated gain of §1,584,395 in future cash flows that had estimated present value of

$1,426,683.

The 2014 refunding resulted in a deferred gain of $549.839, which is being amortized
against interest expense through 2020. Amortization of the deferred gain is as follows:

Tanuary 1, Amortization/ December 31,
2015 Additions Deletions 2015

Deferred inflows of resources -

gain on refunding $ 504,019 - (91.640) 412379
Januvary 1, Amortization/ December 31,

2014 Additions  Deletions 2014

Deferred inflows of resources -
gain on refunding $ - 549839  (45.820) 504,019

{6) Net Assets

The Agency’s net position is categorized as either net investment in capital assets; restricted or
unrestricted.

Net investment in capital assets includes capital assets net of accumulated depreciation and the
liabilities used to finance those assets. If there are significant unspent related debt proceeds
at year-end, the portion of the debt attributable to the unspent proceeds is excluded from the
determination of this amount. Rather that portion of the debt is included in the same net
position component as the unspent proceeds.

Restricted net position includes assets restricted for debt service and capital reserves, less
obligations to be repaid with restricted assets.

Unrestricted net position includes all net position not classified as either net investment in
capital assets or restricted net position.

The restricted net position amounts are calculated as follows:

2015 201
Net investment in capital assets:
Capital assets, net $ 9.759,280 13,001,605
Less revenue bonds payable, net (8.340.000) (9.425.000)
Excess of related debt over net capital assets 1.419,280 3,576,605
Reported as unrestricted in Agency fund 69.043 -
Net investment in capital assets $ 1,488,323 3,576,605
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Notes to Combined Financial Statements, Continued

(6) Net Assets. Continued

2015 014
Restricted assets:
Restricted assets $ 4.331,210 4,429,467
Less debt service reserve requirements {99.663) (112.316)
Total restricted net assets $ 4.231.547 4317,151
Restricted net position for capital reserve 51,024 50,921
Restricted net position for debt service 4.180.523 4.266,230
Total restricted net position $ 4231547 4317,151

{7} Pension Plans

{a) Plan Descriptions and Benefits Provided

Employees’ Retirement System (ERS)

The Agency participates in the New York State and Local Employees™ Retirement System
(ERS). This is a cost-sharing multiple-employer retirement system. The System
provides retirement benefits as well as death and disability benefits. The net position of
the System is held in the New York State Common Retirement Fund (the Fund), which
was established to hold all net assets and record changes in plan net position allocated to
the System. The Comptroller of the State of New York serves as the trustee of the Fund
and is the administrative head of the System. System benefits are established under the
provision of the New York State Retirement and Social Security Law (RSSL). Once a
public employer elects to participate in the System, the election is irrevocable. The New
York State Constitution provides that pension membership is a contractual relationship
and plan benefits cannot be diminished or impaired. Benefits can be changed for future
members only by enactment of a State statute. The Agency also participates in the
Public Employees’ Group Life Insurance Plan (GLIP), which provides death benefits in
the form of life insurance. The System is included in the State’s financial report as a
pension trust fund. That report, including information with regard to benefits provided,
may be found at www.gsc.state.nv.us/retire/publications/inex.php or obtained by writing
to the New York State and Local Retirement System, 110 State Street, Albany, NY
12244,

The System is noncontributory except for employees who joined after July 27, 1976, who
contribute 3 percent of their salary for the first ten years of membership, and employees
who joined on or after January 1, 2010 who generally contribute 3.0 to 3.5 percent of
their salary for their entire length of service. In addition. employee contribution rates
under ERS tier VI vary based on a sliding salary scale. For ERS, the Comptroller annual
certifies the actuarially determined rates expressly used in computing the employers’
contributions based on salaries paid during the System’ fiscal year ending March 31.
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ISLIP RESOURCE RECOVERY AGENCY
Notes to Combined Financial Statements. Continued

(7) Pension Plans. Continued

(a)_Plan Descriptions and Benefits Provided. Continued
Contributions for the current year and two preceding years were equal to 100 percent of the
contributions required, and were as follows:

Contributions
2015 $ 292,721
2014 311,371
2013 322,507

(b) Pension Liability. Pension Expense. and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions

At December 31, 2015, the Agency reported the following liability for its proportionate

share of the net pension liability for ERS. The net pension liability was measured as of

March 31, 2015. The total pension liability used to calculate the net pension liability

was determined by an actuarial valuation. The Agency’s proportion of the net pension

liability was based on a projection of the Agency’s long-term share of contributions to

the System relative to the projected contributions of ail participating members,

actuarially determined. This information was provided by the ERS System in reports
provided to the Agency.

Measurement date 3/31/2015
Actuarial valuation date 4/1/2014
Net penston liability $ 222,666
Agency’s proportion of the Plan’s net
pension liability 0.0065912%
For the year ended December 31, 2015, the Agency’s recognized pension expense of
$199,289.

At December 31, 2015 the Agency’s reported deferred outflows of resources and deferred
inflows of resources related to pensions from the following sources:

Deferred Deferred
Qutflows of Inflows of
Resources  Resources

Differences between expected and actual experience $ 7.128 -
Net difference between projected and actual earnings on
pension plan investments 38,674 -

Changes in proportion and differences between the Agency’s

contributions and proportionate share of contributions - 8.899
45,802 8,899

Agency’s contributions subsequent to the measurement date 292.721 -
Total $ 338,523 8.899
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ISLIP RESOURCE RECOVERY AGENCY
Notes to Combined Financial Statements. Continued

{(7) Pension Plans. Continued

(b) Pension Asset/(Liability). Pension Expense. and Deferred Qutflows of Resources and
Deferred Inflows of Resources Related to Pensions, Continued
Agency contributions subsequent to the measurement date will be recognized as a reduction
of the net pension liability in the year ended December 31, 2016. Other amounts
reported as deferred outflows of resources and deferred inflows of resources related to
pensions will be recognized as follows:

Year ended

2016 $ 9226
2017 9,226
2018 0,226
2019 9.225
$ 36,903
The following is a summary of activity related to the pensions:
Prior Current
period year Total
activity activity activity
Change in accounting principle $ 63,567 - 63,567
Deferred outflows of resources 311,371 27,152 338.523
Net pension liability (297,845) 75,179 (222,666)
Deferred inflows of resources - (8,899) (8.899)
Decrease in expenditures (77,093) (93,432) (170,525)

{c) Actuarial Assumptions
The total pension liability as of the measurement date was determined by using an actuarial
valuation as noted in the table below, with update procedures used to roll forward the
total pension Hability to the measurement date. The actuarial valuations used the
following actuarial assumptions:

Significant actuarial assumptions used in the valuations were as follows:

Measurement date March 31, 2015
Actuarial valuation date April 1,2014

Interest rate 7.5%%

Salary scale 4.9% Average
Decrement tables April 1, 2005 - March 31, 2010

System’s Experience

Inflation rate 2.7%
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{7} Pension Plans, Continued

(c) Actuarial Assumptions. Continued
The annuitant mortality rates are based on April 1, 2005 - March 31, 2011 System’s
experience with adjustments for mortality improvements based on MP-2014.

The actuarial assumptions used in the April 1, 2014 valuation are based on the results of an
actuarial experience study for the period April 1. 2005 - March 31. 2010.

The long term rate of return on pension plan investments was determined using a building
block method in which best estimate ranges of expected future real rates of return
(expected returns net of investment expense and inflation) are developed for each major
asset class. These ranges are combined to produce the long term expected rate of return
by weighting the expected future real rates of return by each the target asset allocation
percentage and by adding expected inflation. Best estimates of the arithmetic real rates
of return for each major asset class included in the target asset allocation are summarized

below:

Measurement date March 31, 2015

Asset type:
Domestic equity 7.30%
International equity 8.55%
Real estate 8.25%
Private equity 11.00%
Absolute return strategies 6.75%
Opportunities portfolio 8.60%
Real assets 8.65%
Bonds and mortgages 4.00%
Cash 2.25%
Intlation - indexed bonds 4.00%

{(d) Discount Rate

The discount rate used to caiculate the total pension liability was 7.5%. The projection of
cash flows used to determine the discount rate assumes that contributions from plan
members will be made at the current contribution rates and that contributions from
employers will be made at statutorily required rates, actuarially. Based upon the
assumptions, the System’s fiduciary net position was projected to be available to make
all projected future benefit payments of current plan members. Therefore the long term
expected rate of return on pension plan investments was applied to all periods of
projected benefit payments to determine the total pension liability.
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(7} Pension Plans. Continued

(e) Sensitivity of the Proportionate Share of the Net Pension Liability to the Discount Rate
Assumption
The following presents the Agency’s proportionate share of the netl pension liability
calculated using the discount rate of 7.5%, as well as what the Agency’s proportionate
share of the net pension liability would be if it were calculated using a discount rate that
is 1% lower (6.5%) or 1% higher (8.5%) than the current rate:

1% Current 1%
Decrease  Assumption  Increase
(6.5%) (7.5%) (8.5%)

Employer’s proportionate share of
the net pension (asset)/liability $ 1484160 222,666 (842.349)

() Pension Plan Fiduciary Net Position
The components of the current-year net pension liability of the employers as of the
respective valuation dates, were as follows:

{Dollars in Millions)

Valuation date 3/31/2015
Employers® total pension liability $ 164,592
Plan net position (161.213)
Employers’ net pension liability § _3.379

Ration of plan net position to the
Employers” total pension Hability 97.9%

(8) Other Postemployment Benefits (OPER)

{a) Plan Description

The Agency’s defined benefit postemployment healthcare plan provided under the Empire,
Health Insurance Plan of New York (HIP), and Vyira plans (Plans) provide medical
insurance benefits to eligible employees, retirees, and their dependents. Empire, HIP,
and Vytra are agent multiple- employer postemployment healthcare plans. The Agency
has the authority to establish and amend benefit provisions of the Plans. Empire, HIP,
and Vytra issue publicly available financial reports that include financial statements and
required supplementary information.
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Notes to Combined Finaneial Statements, Continued

(8) Other Postemployment Benefits (OPEB). Continued

(b} Funding Policy
The contribution requirements of Plan members and the Agency are established and may be
amended. The Agency currently provides coverage under its healthcare plan at no cost
to its members hired prior to April 8, 2010. All full-time employees hired on or after
April 8, 2010, are required to contribute each year 5%, 10%, or 15% of healthcare
premiums applicable to them based on their base annual salary levels.

The annual required contribution (ARC) is an amount actuarially determined. The ARC
represents a level of funding that, if paid on an ongoing basis. is projected to cover
normal cost each year and amortize any unfunded actuarial liabilities (or funding excess)
over a period not to exceed thirty years.

(¢) Annual OPEB Cost

2015 2014
Normal cost $ 217,234 211,355
Amortization of unfunded actuarial accrued liability 439,974 399,121
Interest 22.683 20.907
Annual required contribution 679.891 631,383
Interest on net OPEB obligation 117,287 100,009
Adjustment to annual required contribution (147.870) (123.827)
Annual OPEB cost 649,308 607,565
Contributions made (180.296) (175.613)
Increase in net OPEB obligation 469,012 431,952
Net OPEB obligation at beginning of year 2.932.168 2.500,216
Net OPEB obligation at end of year $3401,180 2,932,168
Percentage of Annual OPEB Cost Contributed 27.7% 28.9%

(d) Funded Status and Funding Progress

Actuarial valuation of an ongoing plan involves estimates of the value of reported amounts
and assumptions about the probability of occurrence of events far into the future.
Examples include assumptions about future employment, mortality, and the healthcare
cost trend. Amounts determined regarding the funded status of the Plan and the annual
required contributions of the employer are subject to continual revision as actual results
are compared with past expectations and new estimates are made about the future. The
schedule of funding progress presented as required supplementary information, presents
multi-year trend information that would show whether the actuarial value of Plan assets
is increasing or decreasing over time relative to the actuarial accrued liabilities for
benetfits.




ISLIP RESOURCE RECOVERY AGENCY
Notes to Combined Financial Statements, Continued

(8) Other Postemployment Benefits (OPEB). Continued

(e) Actuarial Methods and Assumption

Projections of benefits for financial reporting purposes are based on the substantive plan (the
plan as understood by the employer and plan members) and include the types of benefits
provided at the time of each valuation and the historical pattern of sharing of benefit
costs between the employer and plan members to that point. The actuarial methods and
assumptions used include techniques that are designed to reduce short-term volatility in
actuarial accrued liabilities and the actuarial value of assets, consistent with the long-
term perspective of the calculations,

In the January 1, 2015, actuarial valuation, the entry age normal method was used. The
actuarial assumptions included a 4% investment rate of return and an annual healthcare
cost trend rate of 8.5% (Pre-65) and 5.0% (Post-65), reduced by decrements to an
ultimate rate of 5%. The year the ultimate trend rates are reached is 2022 for Pre-65 and
2015 for Post-65. Both rates include a 2.5% inflation assumption. The actuarial value
of the Plan’s assets was determined using techniques that spread the cffects of short-term
volatility in the market value of investments over a three-year period. The Plan’s
unfunded actuarial accrued liability is being amortized over a thirty- year period. The
remaining amortization period at December 31, 2015, was 23.3 vears.

(9} Related Party Transactions

On December 1, 1985, the Agency entered into a twenty-five year solid waste agreement with
the Town, amended April 1989, March 1994, January 1997, and January 2004. The January
2004 amendment extended the term of the agreement until December 1. 2023, and the
January 1997 amendment revised the repayment schedule. Under the terms of the
agreement, the Agency took title to the Town’s solid waste disposal facilities. The Town
was retained by the Agency to provide management and administrative services for the
Agency. The Town is reimbursed for these items through the remittance of administrative
fees.

In July 1992, the Agency entered into a management service agreement which defines the
charges to the Agency for services provided by the Town. This agreement is generally
amended on an annuval basis. The most recent amendment is dated December 2012, The
administrative fees expense amounted to $9,521,756 and $9.100,290 for the years ended
December 31, 2015 and 2014, respectively.



ISLIP RESOURCE RECOVERY AGENCY
Notes to Combined Financial Statements, Continued

(9) Related Party Transactions, Continued

In April 1989, the Agency entered into an agreement to lease the Blydenburgh Landfill and the
Sayville Landfill Facility (inclusive of the material recovery facility) to the Town for a
period of 99 years. The annual lease payment is $1 for each of the facilities.

Tipping fees revenue earned from the disposal of Town waste was approximately $2,370,000
and 51,348,000 for the years ended December 31, 2015 and 2014, respectively

Amounts due from the primary government (Town of Islip) at December 31, 2015 and 2014
consist of the following:

2015 2014
Tipping fees § 61,927 44,878
Accrued expenses 155.665 158.896

$ 217,952 203,774

Amounts due to the primary government at December 31, 2015 and 2014 consisted of accounts
payable and accrued expenses of $960,968 and $514,804, respectively.

(10) Commitments and Contingencies

Commitments and contingencies at December 31, 2015 consist of the following:

(a) Litigation
The Agency is a defendant in several lawsuits arising from the normal conduct of its affairs.
Management is of the opinion that the liability, il" any, from these will not have a

material adverse impact on the financial position of the Agency.

{b) Environmental Issues
Certain facilities are subject to federal, state, and local regulations relating to the discharge
of materials into the environment. Compliance with these provisions has not had, nor
does the Agency expect such compliance to have, any material effect upon the capital
expenditures or financial condition of the Agency. The Agency believes that its current
practices and procedures for control and disposition of regulated wastes comply with
applicable federal, state, and local requirements.




ISLIP RESOURCE RECOVERY AGENCY
Notes to Combined Financial Statements, Continued

(10) Commitments and Contingencies, Continued

(¢) Operation of MacArthur Resource Recovery Facility

The MacArthur Resource Recovery Facility (Facility) is operated by Veolia Environmental
Services North America Corp., f/k/a Montenay Islip, Inc. (Company) under an
agreement effective March 8, 1990, for a period of twenty years with a renewal option
for five years. The agreement was amended in May 1994. Under the terms of the
agreement, the Company receives a service fee. The service fee consists of base, ash
managenient, and operating fees which are determined by the number of tons of
municipal solid waste processed, plus 85% of the revenue from the sale of recovered
materials, and 25% of the revenue from the sale of electricity up to a threshold amount.
The original 56,000,000 kWh threshold was reduced in 2005 due to limitations resulting
from the installation of the emission control system. The threshold was reduced further
in 2007 to 53,152,847 kWh. The Company also receives 50% of the revenue from the
sale of any additional electricity sold each year.

In October 2008, the operations agreement between the Company and the Agency was
amended and extended through March 8, 2015. Effective November 1. 2008, the
Agency will be charged $0.00 per ton for the first 25,000 tons of municipal solid waste
transferred through the station in any calendar year, and $2.00 per ton for each additional
ton transferred during the remainder of the year.

Effective August 2009, Covanta Holding Corporation (Covanta Company) acquired from
Veolia Environmental Services North America Corp. most of Veolia’s North American
energy-from-waste business. The operations agreement between the Covanta Company
and the Agency is continued under Covanta.

The Agency reimburses the Covanta Company for “pass-through costs” which consist of
certain insurance costs, LIPA charges, fees, supplies, and expenses incurred in
connection with Agency bonds, and Town and highway taxes

(11} Risk Management

The Agency is exposed to various risks of loss from related torts; theft of. damage to, and
destruction of assets, errors and omissions; and natural disasters. The Agency has obtained
insurance coverage to prolect itself against such losses.

36



ISLIP RESOURCE RECOVERY AGENCY
Notes to Combined Financial Statements, Continued

(12) Accounting Standards Issued But Not Yet Implemented

GASB Statement No. 72 - “Fair Value Measurement and Application.” This Statement issued
in February 2015, provides guidance regarding accounting and financial reporting related to
fair value measures of certain investments. The requirements of this Statement are effective
for periods beginning after June 15, 2015, which is the fiscal year beginning January 1, 2016
for the Agency. Management is in the process of evaluating the potential impact due to the
implementation of this Statement on the financial statements of the Agency.

GASB Statement No. 73 - “Accounting and Financial Reporting for Pensions and Related
Assets That Are Not within the Scope of GASB Statement No. 68, and Amendments to
Certain Provisions of GASB Statements 67 and 68. This Statement, issued in June 2015,
establishes requirements for defined benefit pension plans and defined contribution pension
plans that are not within the scope of Statement No. 68 - “Accounting and Financial
Reporting for Pensions,” as well as requirements for the assets accumulated for purposes of
providing those pensions. The requirements of this Statement for pensions that are not
within the scope of Statement 68 are effective for fiscal years beginning after June 15, 2016,
which is the fiscal year beginning January 1, 2017 for the Agency. Requirements of this
Statement that address financial reporting for assets accumulated for purposes of providing
those pensions as well as the requirements for pension plans within the scope of Statements
67 and 68 are effective for fiscal years beginning after June 15, 2015, which is the fiscal
year beginning January 1, 2016 for the Agency. This Statement is not expected to have a
material effect on the financial statements of the Agency.

GASB Statement No. 74 - “Financial Reporting for Postemployment Benefit Plans Other Than
Pension Plans”. This Statement, issued in June 2015, replaces existing standards of
accounting and financial reporting for post employment benefit plans other than pension
plans and also replaces existing requirements for detined contribution OPEB plans. The
provisions of this Statement are effective for financial statements for fiscal years beginning
after June 15, 2016, which is the fiscal year beginning January 1, 2017 for the Agency. This
Statement is not expected to have a material effect on the financial statements of the
Agency.

GASB Statement No. 75 - “Accounting and Financial Reporting for Postemployment Benefits
Other Than Pensions.” This Statement, issued in June 2015, establishes new accounting and
financial reporting requirements for governments whose employees are provided with
OPEB, as well as for certain non-employer governments that have a legal obligation to
provide financial support for OPEB provided to the employees of other entities. This
Statement is effective for fiscal years beginning after June 15, 2017, which is the fiscal year
beginning January 1, 2018 for the Agency. Management is in the process of evaluating the
potential impact due to the implementation of this Statement on the financial statements of
the Agency.
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Notes to Combined Financial Statements, Continued

(12) Accounting Standards Issued But Not Yet Implemented. Continued

GASB Statement No. 76 - “The Hierarchy of Generally Accepted Accounting Principles for
State and Local Governments.” This Statement, issued in June 2015, supersedes Statement
No. 35 - *The Hierarchy of Generally Accepted Accounting Principles for State and Local
Governments,” and reduces the GAAP hierarchy to two categories of authoritative GAAP
and addresses the use of authoritative and non-authoritative literature in the event that the
accounting treatment for a transaction or other event is not specified within a source of
authoritative GAAP. The requirements for this Statement are effective for financial
statements for periods beginning after June 15, 2015, which is the fiscal year beginning
January 1, 2016 for the Agency. This Statement is not expected to have a material effect on
the financial statements of the Agency.

GASB Statement No. 77 - “Tax Abatement Disclosures.” This Statement requires disclosure of
the tax abatement information about (1) a reporting government's own tax abatement
agreements and (2) these that are entered into buy other governments and that reduce the
reporting government’s tax revenues. The requirements of this Statement are effective for
financial statements for periods beginning after December 15, 2015, which is the fiscal year
beginning January 1, 2016 for the Agency. This Statement is not expected to have a
material effect on the financial statements of the Agency.

GASB Statement No. 78 - “Pensions Provided Through Certain Multiple-Employer Defined
Benefit Pension Plans.” This Statement, issued in December 2015, amends GASB
Statement No. 68 to exclude pensions provided to employees of state or local governmental
employers through a cost-sharing multiple-employer defined benefit pension plan that (1) is
not a state or local governmental pension plan, (2) is used to provide defined benefit
pensions both to employees of state or local governmental employers, and (3) has no
predominant state or local governmental employer (either individually or collectively with
other state or local governmental employers that provide pensions through the pension plan).
This Statement establishes requirements for recognition and measurement of pension
expense, expenditures, and liabilities; note disclosures; and required supplementary
information for pensions that have the characteristics described above. The provisions of
this Statement are effective for financial statements for vears beginning after December 15,
20135, which is the fiscal year beginning January 1, 2016 for the Agency. Management is in
the process of evaluating the potential impact due to the implementation of this Statement on
the financial statements of the Agency.
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(12) Accounting Standards Issued But Not Yet Implemented. Continued

GASB Statement No. 79 - “Certain External Investment Pools and Pool Participants.” This
Statement, issued in December 2015, addresses the accounting and financial reporting for
certain external investment pools and pool participants. It establishes the criteria for an
external investment pool to qualify for making the election to measure all of its investments
at amortized cost for financial reporting purposes. The provisions of this Statement are
effective for financial statements for years beginning after June 15, 2015, except for certain
provisions on portfolio quality, custodial credit risk. and shadow pricing. For the Agency,
this Statement becomes effective for the fiscal year beginning January 1, 2016.
Management is in the process of evaluating the potential impact due to the implementation
of this Statement on the financial statements of the Agency.

GASB Statement No. 80 - “Blending Requirements for Certain Component Units - an
Amendment of GASB Statement No. 14.” This Statement, issued in January 2016, amends
blending requirements established in paragraph 33 of GASB Statement No. 14 - “The
Financial Reporting Entity, as Amended” for the financial statement presentation of
component units of all state and local governments. An additional criterion requires blending
of a component unit incorporated as a not-for-profit corporation in which the primary
government is the sole corporate member. This additional criterion does not apply to
component units included in the financial reporting entity pursuant to the provisions of
GASB Statement No. 39 - “Determining Whether Certain Organizations are Component
Units.” The provisions of this Statement are effective for financial statements for years
beginning after fune 15, 2016, which is the fiscal year beginning January 1, 2017 for the
Agency. Management is in the process of evaluating the potential impact due to the
implementation of this Statement on the financial statements of the Agency.
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ISLIP RESOURCE RECOVERY AGENCY
Required Supplementary Information
Schedule of Funding Progress for
Other Postemployment Benefits

The schedule of funding progress presents the results of OPEB valuations for the most recent
and the two preceding valuations. All determined information has been calculated in accordance
with the actuarial assumptions and methods reflected in the actuarial valuations as of the
indicated actuarial valuation date.

Unfunded UALasa

Actuarial accrued percentage

Actuarial  value of Accrued liability =~ Funded  Covered of covered

valuation assets liability (UAL) ratio payroll payroll

date @ (b (b-a) {a/b) © ((b-a)/c)
17172015 § - 9,073,406 9,073,406 0% 1,404,233 646.10%
1/1/2013 - 8,014,310 8.014310 0% 1,489,917 537.90%
1/1/2011 - 6,809,006 6,809,006 0% 1,373,542 495.70%
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ISLIP RESOURCE RECOVERY AGENCY
Required Supplementary Information
Schedule of Agency's Proportionate Share of the Net Position Asset/Liability
For the year ended December 31, 2015

ERS Svstem - Liability

The Agency's proportion of the net pension liability 0.6591200%
The Agency's proportionate share of the net pension liability $§ 222,666
The Agency's covered employee payroll $ 1,687,646
The Agency's proportionate share of the net pension

liability as a percentage of covered employee payroll 13.19%
Plan fiduciary net position as a percentage of the total

pension liability 97.90%
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ISLIP RESOURCE RECOVERY AGENCY
Supplementary Information
Combining Statements of Net Position
December 31, 2015

Agency Collection Total

Current assets:

Cash and equivalents $63.819,513 8,184,361 72,003,874
Accounts receivable, net of allowance 1,510,133 - 1,510,135
Notes receivable, net 2.898 - 2,898
Due from other governments 8.686 - 8,686
Due from primary government 217,592 - 217,592
Prepaid expenses 99,730 109,201 208,931
Total current assets 65,658,554 8.293,562 73,952,116
Restricted assets:

Cash and equivalents 84,592 170,000 254,592
Investments 4,076,618 - 4,076,618
Total restricted assets 4,161,210 170,000 4,331,210

Capital assets, net 8,270,957 1,488,323 9,759,280
Total assets 78,090,721 9095],885 88,042,606

Deferred outflows of resources - pensions 115.098 223425 338,523
(Continued)
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ISLIP RESOURCE RECOVERY AGENCY

Supplementary Information
Combining Statements of Net Position, Continued

Current liabilities:
Accounts payable and accrued expenses
Due to other governments
Due to primary government
Current portion of long-term debt
Current portion of estimated liability for
landfiil closure and post-closure costs

Total current liabilities

Current liabilities payable from restricted assets -
accrued interest on bonds

Other liabilities:
Estimated liability for landfill closure and
post-closure costs, less current portion
Long-term debt, less current portion
Compensated absences
Other postemployment benefits
Net pension liability - proportionate share

Total other liabilities
Total liabilities

Deferred inflows of resources:
(ain on refunding of bonds payable
Pensions

Total deferred inflows of resources

Net position:
Net investment in capital assets
Restricted
Unrestricted

Total net position
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Agency Collection Total
$ 1.606.969 36,269 1.643.238
288.626 - 288,626
778.255 182,713 960,968
1.110,000 - 1,110,000
670,000 - 670,000
4,453,850 218,982 4,672,832
99,663 - 99,663
33,521,778 - 33,521,778
7,230,000 - 7,230,000
180,913 224 461 405,374
1,237.586 2,163,594 3,401,180
75.706 146,960 222,666
42.245983 2.535,015 44,780,998
46,799,496 2,753,997 49,553,493
412,379 - 412,379
3.026 5,873 8.899
415.405 5,873 421,278
- 1,488,323 1,488,323
4,061,547 170,000 4,231,547
26,929,371 5,757,117 32,686,488
$30,990,918 7,415,440 38,406,358




ISLIP RESOURCE RECOVERY AGENCY
Supplementary Information
Combining Statement of Revenue, Expenses and
Changes in Net Position
Year ended December 31, 2015

Operating revenue:
Tipping fees
Collections
Sale of electricity
Recycling
Other revenue
Rent revenue
Ash disposal

Total operating revenue

Operating expenses:
Administrative charges
Service fees
Ash treatment
Intermunicipal tipping fees
Depreciation and amortization
Landfill closure and post-closure costs
Personal services
Employee benefits
Contractual expenses
Professional fees
Rent and utilities
Miscellaneous

Total operating expenses
Operating income (loss)

Nonoperating revenue (expense):
Interest income
Debt service (interest)

Total nonoperating revenue
Change in net position
Net position at beginning of year, as originally stated
Cumulative effect of change in accounting principle
Net position at beginning of year, as restated

Net position at end of year
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Agency Collection Total
$32,069.024 - 32,069,024
- 3,070,658 3,070,658
3,071.073 - 3,071,073
621.498 - 621,498
750,620 10,000 760,620
78.000 - 78,000
304,523 - 304,523
36,894,738 3,080,658 39,975,396
9,521,756 - 9,521,756
11,083,457 - 11,083,457
3,136,310 - 3,136,310
163.857 - 163,857
3,407.632 353,335 3,760,967
420,226 - 420,226
497618 1,112,395 1,610,013
473.217 1,094,306 1.567.523
2,519,701 505,569 3,025.270
68.391 - 68,391
680.285 04,134 774,419
265,347 - 265,347
32,237,797 3,159,739 35,397,536
4,656,941 (79,081}  4,577.860
120,346 18,765 139,111
(120,339 - {120,339}
7 18,765 18,772
4,656,948 (60,316) 4,596,632
26,355,838 7,517,455 33,873,293
(21,868)  (41,699) (63.567)
26,333,970 7,475,756 33,809,726
$30,990918 7415440 38,406,358




ISLIP RESOURCE RECOVERY AGENCY
Supplementary Information
Combining Statement of Cash Flows
Year ended December 31, 2015

Cash flows from operating activities:
Cash received from customers
Cash payments:
Personal services and employee benefits

Goods and services
Net cash provided by operating activities

Cash flows from capital and related financing activities:
Additions to capital assets
Principal payments on revenue bonds
Interest payments on revenue bonds

Net cash used in capital and related
financing activities

Cash flows from investing activities:
Proceeds from sale or redemption of investment
Purchase of investments
Interest income

Net cash provided by investing activities
Net increase in cash and equivalents
Cash and equivalents at beginning of year

Cash and equivalents at end of year
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Agency Collection Total
$36,578,248 3,081,150 39,659,398
(1,024.230) (1,992,199) (3,016,429)
(27,401,974)  (588,747) (27,990,721}
8,152,044 500,204 8,652,248
(4,123) (514,519) (518.642)
(1,085.000) - (1,085,000
(224.632) - (224,632)
(1,313,755} (514,519} (1,828,274)
26,602,042 - 26,602,042
(26,501.,533) - (26,501,533)
120,346 18.765 139,111
220,855 18.765 239,620
7.059,144 4,450 7.063.594
56,844,961 8,349911 65,194,872
$63,904,105 8,354,361 72,258,466
{Continued)



ISLIP RESOURCE RECOVERY AGENCY
Supplementary Information
Combining Statement of Cash Flows, Continued

Reconciliation of operating income to net cash provided by
operating activities:
Operating income (loss)
Adjustments to reconcile operating income (loss) to net
cash provided by operating activities:
Depreciation and amortization
Provision for allowance
Cumulative effect of change in accounting principle
Changes in:
Accounts receivable
Notes receivable
Pue from other governments
Due from primary governiment
Prepaid expenses
Deferred outflows of resources - pensions
Accounts payable and accrued expenses
Due to other governments
Due to primary government
Estimated liability for landfill closure and
post-closure costs
Compensated absences
Other postemployment benefits
Net pension liability, proportionate share
Deferred inflows of resources - pensions

Net cash provided by operating activities

Reconciliation of cash and equivalents, beginning of year:
Current assets - cash and equivalents
Restricted assets - cash and equivalents

Total

Reconciliation of cash and equivalents, end of year:
Cuwrrent assets - cash and equivalents
Restricted assets - cash and equivalents

Total
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Agency Collection Total
$ 4.656,941 (79,081) 4,577,860
3,407.632 353.335 3,760.967
24,557 - 24 557
(21.868) (41,699) (63.567)
(349.4806) 492 (348.994)
8.439 - 8,439
354 - 354
(13.818) - (13,818)
19,691 40,297 59,988
(115,098) (223.425) (338.523)
18,544 (57.489) (38.945)
12,958 - 12,058
433,409 12.755 446,164
(24.571) - (24,571)
{92.613) (18,945) (111,558)
108.241 361,131 469,372
75,706 146,960 222,666
3.026 5.873 8,899
$ 8,152,044 500,204 8,652,248
56,762,621  §,179911 64,942,532
82.340 170,000 252,340
$56.844,961 8,349911 65,194,872
63.819.513  8.184,361 72,003,874
84,592 170.000 254,592
$63,904,105 8,354,361 72,258,466




ISLIP RESOURCE RECOVERY AGENCY
Supplementary Information

Combining Statements of Net Position

December 31, 2014

Current assets:
Cash and equivalents
Accounts receivable, net of allowance
Notes receivable, net
Due from other governments
Due from primary government
Prepaid expenses

Total current assets

Restricted assets:
Cash and equivalents
Investiments

Total restricted assets
Capital assets, net

Total assets

Agency Collection Total
$56,762.621 8,179,911 64,942,532
1,185,206 492 1,185,698
[1.337 - 11,337
9,040 - 9,040
203,774 - 203,774
119,421 149,498 268,919
58,291,399  8.329.901 66,621,300
82.340 170,000 252,340
4,177,127 - 4,177,127
4,259,467 170,000 4,429,467
11,674,466 1,327,139 13,001,605
74,225,332 9.827.040 84,052,372

{Continued)
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ISLIP RESOURCE RECOVERY AGENCY
Supplementary Information
Combining Statements of Net Position, Continued

Current liabilities:
Accounts payable and accrued expenses
Due to other governments
Due to primary government
Current portion of long-term debt
Current portion of estimated liability for
landfill closure and post-closure costs

Total current liabilities

Current liabilities payable from restricted assets -
accrued interest on bonds

Other liabilities:

Estimated lability for landfill closure and
post-closure costs, less current portion

Long-term debt, less current portion
Compensated absences
Other postemployment benefits

Total other liabilities
Total liabilities

Deferred inflows of resources - gain on refunding
of bonds payable

Net position:
Net investment in capital assets
Restricted
Unrestricted

Total net position
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Agency Collection Total
$ 1,588,425 93,758 1,682,183
275,668 - 275,668
344 846 169.958 514,804
1,085,000 - 1,085,000
670,000 - 670,000
3,963,939 263.716 4,227,655
112,316 - 112,316
33.546.349 - 33.546,349
8,340.000 - 8,340,000
273,526 243,406 516,932
1,129,345  1.802.463 2,931,808
43,289,220 2.045.869 45,335,089
47,365,475 2,309,585 49,675,060
504,019 - 504,019
2,249466 1,327.139 3,576,605
4,147,151 170.000 4,317,151
19959221 6,020,316 25,979,537
$26,355,838 7,517 455 33,873,293




ISLIP RESOURCE RECOVERY AGENCY
Supplementary Information

Combining Statement of Revenue, Expenses and

Changes in Net Position
Year ended December 31, 2014

Agency Collection Total
Operating revenue:
Tipping fees $31,912,305 - 31,912,305
Collections - 3,146,067  3.146,067
Sale of electricity 3,083,312 - 3,083,312
Recycling 700,493 - 700,493
Other revenue 645,285 21,633 666,918
Rent revenue 69,000 - 69,000
Ash disposal 314,143 - 314,143
Total operating revenue 36,724,538 3,167,700 39,892,238
Operating expenses:
Administrative charges 9,100,290 - 9,100,290
Service fees 12,172,767 - 12,172,767
Ash treatment 3,123,374 - 3,123,374
Intermunicipal tipping fees 124,549 - 124,549
Depreciation and amortization 3,398,704 239,689 3,638,393
Landfill closure and post-closure costs 376,661 - 376,661
Personal services 610,441 1,141,011 1,751,452
Employee benefits 539,594 1,051,184 1,590,778
Contractual expenses 2,571,060 588.415 3,159,475
Professional fees 67,046 - 67,046
Rent and utilities 718,856 94,138 812,994
Miscellaneous 539,727 - 539,727
Total operating expenses 33,343,069 3,114,437 36,457,506
Operating income 3,381,469 53,263 3,434,732
Nonoperating revenue (expense):
Interest income 149,658 21,788 171,446
Debt service (interest) (226,519) - (226,519)
Total nonoperating revenue (expense) (76,861) 21,788 (55,073)
Change in net position 3,304,608 75,051 3,379,659
Net position at beginning of year 23,051,230 7,442,404 30,493,634
Net position at end of year $26,355,838 7,517,455 33,873,293
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ISLIP RESOURCE RECOVERY AGENCY
Supplementary Information
Combining Statement of Cash Flows
Year ended December 31, 2014

Cash flows from operating activities:
Cash received from customers
Cash payments:
Personal services and employee benefits

(Goods and services
Net cash provided by operating activities

Cash flows from capital and related financing activities:
Additions to capital assets
Principal payments on revenue bonds
Refunding of revenue bonds
Proceeds from revenue bonds
Interest payments on revenue bonds

Net cash used in capital and related
financing activities

Cash flows from investing activities:
Proceeds from sale or redemption of investment
Purchase of investments
Interest income

Net cash provided by (used in)
investing activities

Net increase (decrease) in cash and equivalents
Cash and equivalents at beginning of year

Cash and equivalents at end of year
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Agency

$36,820,844

(988.413) (1,867,421)

Collection Total
3,167,207 39,988,051
(2,855,834)

(29,218,227)  (630,504) (29,848,731)
6,614,204 669,282 7,283,486
(934,139) (1,080,125) (2,014,264)
(900,000) - (900,000)

(10,690,000) - (10,690,000)
9,425,000 - 9,425,000
(813,748) - (813,748)
(3.912,887) (1,080,125) (4,993,012)

34,174,529 - 34,174,529

(35,896,907) - (35,896,907)
149,658 21,788 171,446
(1,572,720) 21,788  (1,550,932)
1,128,597  (389,055) 739,542

55,716,364 8,738,966 64,455,330

556,844,961 8,349,911 65,194,872

(Continued)



ISLIP RESOURCE RECOVERY AGENCY
Supplementary Information
Combining Statement of Cash Flows, Continued

Reconciliation of operating income to net cash
provided by operating activities:
Operating income
Adjustments to reconcile operating income to net
cash provided by operating activities:

Depreciation and amortization

Provision for allowance

Changes in:
Accounts receivable
Notes receivable
Due from other governments
Due from primary government
Prepaid expenses
Accounts payable and accrued expenses
Due to other governments
Due to primary government
Estimated liability for landfill closure and

post-closure costs

Compensated absences
Other postemployment benefits

Net cash provided by operating activities

Reconciliation of cash and equivalents, beginning of year:
Current assets - cash and equivalents
Restricted assets - cash and equivalents

Total
Reconciliation of cash and equivalents, end of year:

Current assets - cash and equivalents
Restricted assets - cash and equivalents

Total
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Agency Collection Total
$ 3,381,469 53,263 3,434,732
3,398,704 239,689 3,638,393
(15,373) - (15,373)
102,736 (492) 102,244
8.943 - 8,943
1,371 - 1,371
(114,383) - (114,383)
(2,169) 7.948 5.779
(273,595) 10,401 (263,194)
40,627 - 40,627
47,308 33,699 81,007
(123,056) - (123,056)
24.539 30,265 54 804
137,083 294,509 431,592
§ 6,614,204 669,282 7.283.486
46,929,661 8.568,966 55,498,627
8,786,703 170,000 8.956.703
$55,716,364 8,738,966 64,455,330
56,762,621 8.179,911 64,942,532
82.340 170,000 252340
$56,844961 8,349,911 65,194,872
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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 PERFFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Board of Directors
Islip Resource Recovery Agency:

We have audited, 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, the combined statement of net
position of the Islip Resource Recovery Agency (Agency) as of December 31, 2015, and the related
combined statements of revenue, expenses, and changes in net position, and cash flows for the year
then ended, and the related notes to the combined financial statements, and have issued our report
thereon dated March 23, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the combined 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 opinion on
the combined 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 combined 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 control 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 combined 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 combined 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 resuits 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 Agency’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

EFPQ G}LO\LP) C,pAS, pLLC’

Williamsville, New York
March 23, 2016
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INDEPENDENT AUDITORS” REPORT ON INVESTMENT COMPLIANCE
WITH SECTION 201.3 OF TITLE TWO OF THE OFFICIAL COMPILATION
OF CODES. RULES AND REGULATIONS OF THE STATE OF NEW YORK

Board of Directors
Islip Resource Recovery Agency
Islip, New York

We have examined the Islip Resource Recovery Agency’s {Agency), a component unit of the Town
of Islip, New York, compliance with Section 201.3 of Title Two of the Official Compilation of
Codes, Rules and Regulations of the State of New York during the year ended December 31, 2015.
Management is responsible for the Agency’s compliance with those requirements. Our
responsibility is to express an opinion on the Agency’s compliance based on our examination.

Our examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants and standards applicable to attestation
engagements contained in Government Auditing Standards issued by the Comptroller General of
the United States and, accordingly, included examining. on a test basis, evidence supporting the
Agency’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe our examination provides a reasonable basis
for our opinion.

In our opinion, the Agency complied in all material respects with the aforementioned requirements
during the year ended December 31, 2015.

In accordance with Government Auditing Standards, we are required to report significant
deficiencies in internal control, violations of contracts, or grant agreements, and abuse that are
material to the Agency’s compliance with Section 201.3 of Title Two of the Official Compilation of
Codes. Rules and Regulations of the State of New York and any fraud or illegal acts that are more
than inconsequential that come to our attention during our examination. We are also required to
obtain views of management on those matters. We performed our examination to express an
opinion on whether the Agency complied with the aforementioned requirements and not for the
purpose of expressing an opinion on internal control over compliance with those requirements or
other matters; accordingly, we express no such opinion. The results of our tests disclosed no
matters that are required to be reported under Government Auditing Standards.




This report is intended solely for the information and use of Agency management, the Board of
Directors, the New York State Office of the State Comptroller, and the New York State Authority
Budget Office and is not intended and should not be used by anyone other than those specified

parties.

EFPR Gueowp, CPAs, PLLC.

Williamsville, New York
Maich 23, 2016
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