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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT

Honorable Agency Board
Town of Islip Industrial Development Agency
Islip, New York

We have audited the accompanying balance sheet of the Town of Islip Industrial Development
Agency (the "Agency”), a component unit of the Town of Islip, New York, as of December 31, 2011,
and the related statement of revenues, expenses, and changes in net assets, and cash flows for the
year then ended. These financial statements are the responsibility of the Agency’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

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

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

In accordance with Government Auditing Standards, we have also issued our report dated June 8,
2012, on our consideration of the Agency’s internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing
the results of our audit.

PERSONAL SERVICE. TRUSTED ADVICE.

ALBRECHT, VIGGIANO, ZURECK & COMPANY, P.C.

245 PARK AVENUE, 24TH FLOOR 25 SUFFOLK COURT
NEW YORK, NY 10167 HAUPPAUGE, NY 11788-3715
T:212.792.4075  T: 631.434.9500 F: 631.434.9518

WWw.avz.com
INDEPENDENT MEMBER OF BKR INTERNATIONAL



=D i

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information on pages 3 through 6,
and 17 be presented to supplement the basic financial statements. Such information, although not a
part of the basic financial statements, is required by the Governmental Accounting Standards Board,
who considers it to be an essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We do not express an opinion or provide
any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the basic financial statements of the
Agency taken as a whole. The accompanying schedule of bond, notes and leases is presented for
purposes of additional analysis and is not a required part of the basic financial statements. The
schedule of bond, notes and leases is the responsibility of management and has not been subjected
to the auditing procedures applied in the audit of the basic financial statements. Accordingly, we do
not express an opinion or provide any assurance on it.

/ﬁ /&“JL"Z, V. ~ggrsus, Lceceeks Co -

Hauppauge, New York
June 8, 2012
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TOWN OF ISLIP INDUSTRIAL DEVELOPMENT AGENCY
MANAGEMENT’S DISCUSSION AND ANALYSIS
Year Ended December 31, 2011

This section presents management's analysis of the Town of Islip Industrial Development Agency's
(the “Agency”), a component unit of the Town of Islip, New York (the “Town") financial condition and
activity for the year ended December 31, 2011. Please read this information in conjunction with the
financial statements.

The Agency is a component unit of the Town of Islip and its personnel are employees of the Town. All
salaries and fringe benefits for Agency personnel are paid by the Town. Additionally, office space is
provided at no cost to the Agency by the Town. The Agency has reimbursed the Town the
approximate cost for Agency salaries and fringe benefits.

OVERVIEW OF THE FINANCIAL STATEMENTS

Management's Discussion and Analysis ("MD&A") serves as an introduction to the basic financial
statements and supplementary information. The MD&A represents management's examination and
analysis of the Agency's financial condition and performance. Summary financial statement data, key
financial and operational indicators used in the Agency's strategic plan, operating plan, bond
covenants and other management tools were used for this analysis.

The financial statements report information about the Agency, which is an enterprise-type fund. The
Agency applies full accrual accounting methods as used by similar business activities in the private
sector. The statements offer short and long-term financial information.

The financial statements include balance sheet, statement of revenues, expenses, and changes in
net assets, statement of cash flows and notes to the financial statements. The balance sheet
includes all of the Agency’s assets and liabilities, and provides information about the nature and
amount of investments.

The statement of revenues, expenses, and changes in net assets presents the results of the Agency's
activities over the course of the year and information as to how the net assets changed during the
year. All changes in net assets are reported as soon as the underlying event giving rise to the change
occurs, regardless of the timing of the related cash flows. This statement also provides information
about whether the Agency has successfully recovered its costs through its user fees and other
charges, profitability and credit worthiness.

The statement of cash flows presents changes in cash and cash equivalents resulting from operating
and other activities.

The notes to the financial statements provide required disclosures and other information that are
essential to a full understanding of material data provided in the statements. The notes present
information about the Agency's accounting policies, significant account balances and activities,
material risks, obligations, commitments, contingencies and subsequent events, if any.
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TOWN OF ISLIP INDUSTRIAL DEVELOPMENT AGENCY
MANAGEMENT’S DISCUSSION AND ANALYSIS
Year Ended December 31, 2011

FINANCIAL ANALYSIS OF THE AGENCY

One of the most important objectives of the financial analysis is to determine if the Agency, as a
whole, is better or worse off as a result of the year's activities. The balance sheet and the statement of
revenues, expenses, and changes in net assets provide useful information in this regard. The
statements report the net assets of the Agency and changes in these net assets. The amount of net
assets, the difference between total assets and liabilities, is a significant measure of the financial
health or financial position of the Agency. Over time, increases or decreases in the Agency's net
assets are one indicator of whether its financial health is improving or deteriorating. However, other
non-financial factors, such as changes in economic conditions, population growth, zoning, and new
government legislation or changes to existing government legislation should be considered in
evaluating the financial condition of the Agency.

The following comparative condensed financial statements and other selected information serve as
the financial data and indicators for management's monitoring and planning.

Net Assets

A summary of the Agency's condensed balance sheets at December 31, is presented as follows:

2011 2010
Assets
Current and other assets $ 2,327,169 $ 2,081,193
Capital assets 21,963 8,064
Total Assets 2,349,132 2,089,257
Liabilities
Current and other liabilities 157,111 113,280
Long-term liabilities -0- 58,080
Total Liabilities 157,111 171,360
Net Assets
Invested in capital assets,
net of related debt 21,963 8,064
Unrestricted 2,170,058 1,909,833

Total Net Assets  $ 2,192,021 $ 1,917,897

Total assets as of December 31, 2011 were $2,349,132 which exceeded total liabilities by $2,192,021
(i.e. net assets.) Net assets are comprised of invested in capital assets of $21,963, and unrestricted
net assets in the amount of $2,170,058, which are available to support operations. Total assets
increased by $259,875 between December 31, 2011 and 2010. The net assets increased by
$274,124 for the current year.
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TOWN OF ISLIP INDUSTRIAL DEVELOPMENT AGENCY
MANAGEMENT’S DISCUSSION AND ANALYSIS
Year Ended December 31, 2011
FINANCIAL ANALYSIS OF THE AGENCY (continued)

Operating Results

The Agency's condensed statements of revenues, expenses and changes in net assets at December
31, are presented as follows:

2011 2010

Operating Revenues
Charges for services $ 465,157  $ 10,245
Total Operating Revenues 465,157 10,245

Operating Expenses
Contractual goods and services 214,203 307,492
Depreciation 1,101 2,102
Total Operating Expenses 215,304 309,594
Operating Income (Loss) 249,853 (299,349)
Non-Operating Income 24,271 33,5672
Change in Net Assets 274,124 (265,777)
Net Assets at Beginning of Year 1,917,897 2,183,674

Net Assets at End of Year §$ 2,192,021 $ 1,917,897

The Agency's revenues increased from $10,245 in 2010 to $465,157 in 2011, an increase of
$454,912. The increase is due to an increase in Agency projects as compared to the prior year. The
Agency's expenses decreased from $309,594 in 2010 to $215,304 in 2011, a decrease of $94,290.
The decrease is primarily due to a decrease in advertising and promotion expenses paid by the
Agency to the Town of Islip.

ECONOMIC FACTORS AND NEXT YEAR'S PLAN

The overall mission of the Agency is to promote, attract and encourage well planned economic growth
in the Town. The Agency focuses its attention and resources on “wealth generation” companies, not-
for-profit corporations and affordable housing projects. The Agency provides a variety of tax
incentives to the above three categories of projects to further the public policy objectives of raising the
industrial tax base, stabilizing property taxes, increasing employment opportunities for Town
residents, supporting vital services provided by not-for-profit corporations and increasing the supply of
affordable housing stock.

The Agency plans to continue and expand its assistance to the businesses located in the Town of Islip
through:

o Federally tax-exempt and taxable revenue bonds
o Local property tax abatement and exemptions

o Sales tax exemptions for construction materials and equipment
« Mortgage recording tax exemptions
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TOWN OF ISLIP INDUSTRIAL DEVELOPMENT AGENCY
MANAGEMENT'S DISCUSSION AND ANALYSIS
Year Ended December 31, 2011

ECONOMIC FACTORS AND NEXT YEAR'S PLAN (continued)

The Agency has a very aggressive marketing strategy that concentrates on business retention and
expansion within the Town of Islip. A secondary focus is placed on attracting new businesses from
outside the Town of Islip. The marketing activities include site visits to strategic industries, radio and
television ads, print ads, brochures and direct mailing and extensive networking with business
professionals. This comprehensive marketing plan is designed to brand Islip Town as a good place to
do business, and to inform the business public of the various economic incentives, including the
Agency, that are available to them.

CONTACTING THE AGENCY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our readers with a general overview of the Agency’s
finances and to show the Agency’s accountability for the money it receives. If you have questions
about this report or need additional financial information, contact the Town of Islip Industrial
Development Agency at 40 Nassau Avenue, Islip, NY 11751.



BASIC FINANCIAL
STATEMENTS
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TOWN OF ISLIP INDUSTRIAL DEVELOPMENT AGENCY

BALANCE SHEET
December 31, 2011

ASSETS
Current Assets:
Cash and cash equivalents
Note receivable
Pilots receivable

Total Current Assets

Non-current Assets:
Note receivable
Depreciable capital assets, net of depreciation

Total Non-current Assets

LIABILITIES
Current Liabilities:
Accounts payable and accrued expenses
Due to other governments

Total Current Liabilities

NET ASSETS
Invested in capital assets, net of related debt
Unrestricted

Total Assets

Total Net Assets

See notes to the financial statements.

$

2,146,203
36,000
42,726

2,224,929

102,240
21,963

124,203

2,349,132

17,585
139,526

157,111

21,963
2,170,058

$

2,192,021
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TOWN OF ISLIP INDUSTRIAL DEVELOPMENT AGENCY

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
Year Ended December 31, 2011

OPERATING REVENUES:

Charges for services $ 465,135
Other operating revenues 22
Total Operating Revenues 465,157
OPERATING EXPENSES:

Administration 101,710
Advertising and promotion 55,513
Dues and subscriptions 3,790
Depreciation 1,101
Professional fees 42,379
Travel 10,811
Total Operating Expenses 215,304

Income from Operations 249,853

NON-OPERATING REVENUES:

Interest and investment income 24,271
Total Non-Operating Revenues 24,271

Change in Net Assets 274,124

Net Assets at Beginning of Year 1,917,897

Net Assets at End of Year $ 2,192,021

See notes to the financial statements.
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TOWN OF ISLIP INDUSTRIAL DEVELOPMENT AGENCY
STATEMENT OF CASH FLOWS
Year Ended December 31, 2011

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers, clients and tenants
Cash payments for contractual expenses

Net Cash Provided/(Used) by Operating Activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Cash received from payments in lieu of taxes
Cash paid for payments in lieu of taxes

Net Cash Provided/(Used) by Noncapital Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of capital assets
Interest income

Net Cash Provided/(Used) by Investing Activities

Net Increase (Decrease) in Cash

Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

RECONCILIATION OF OPERATING LOSS TO NET CASH
PROVIDED (USED) BY OPERATING ACTIVITIES:

Income from operations
Adjustments to reconcile operating income
to net cash provided/(used) by operating activities:
Depreciation expense
(Increase) decrease in assets
Note receivable
Pilots receivable
Increase (decrease) in liabilities
Accounts payable and accrued expenses
Due to other governments

Net Cash Provided/(Used) by Operating Activities
NONCASH INVESTING AND FINANCING ACTIVITIES

Accounts receivable reclassified as note receivable
during 2011

See notes to the financial statements.

$

495,157
(271,178)

223,979

11,570,235
(11,570,235)

-0-

(15,000)
24,271

9,271

233,250
1,912,953

2,146,203

249,853

1,101

30,000
(42,726)

14,465
(28,714)

$

223,979

$

168,240
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TOWN OF ISLIP INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
December 31, 2011

Note 1 — Summary of Significant Accounting Policies

Organization

The Town of Islip Industrial Development Agency (the "Agency") was created as a New York State
public benefit corporation. The Agency was established in 1974 pursuant to Code Section 898-b of
the New York State General Municipal Law. The Agency Board is the legislative body responsible for
overall operations. The Agency Board consists of the Board members of the Town of Islip (the
“Town”). The Agency Board appoints the Executive Director of the Agency who is the Chief Executive
Officer. The Agency’s personnel are employees of the Town. All salaries and related benefits are the
responsibility of the Town. The Agency is a quasi-governmental, tax-exempt agency that was created
to promote, develop, encourage and assist in acquiring, developing and equipping various business
facilities, thereby advancing the job opportunities, general prosperity and economic welfare of the
people of the Town of Islip, New York. It raises funds to accomplish this purpose by issuing negotiable
bonds and notes. The Agency provides companies with the following incentives:

o Low-cost financing
» Property tax abatements
o Sales tax exemptions

o Exemption for mortgage recording tax

Reporting Entity

The financial reporting entity includes all functions and activities over which the elected officials of the
Town of Islip exercise responsibility. No other governmental organization has been included or
excluded from the reporting entity. Accordingly, the Agency has been determined to be a component
unit of the Town of Islip.

Basis of Accounting

The Agency uses the economic resources measurement focus and the accrual basis of accounting.
Revenue is recognized when earned and expenses are recoghized when a liability is incurred,
regardless of the timing of the related cash flows. The financial statements of the Agency have been
prepared in conformity with accounting principles generally accepted in the United States, as
prescribed by the Governmental Accounting Standards Board (“GASB”). GASB is the primary
standard-setting body for establishing governmental accounting and financial reporting principles.

In accordance with GASB Statement No. 20, “Accounting and Financial Reporting for Proprietary
Funds and Other Governmental Entities that use Proprietary Fund Accounting” and has elected to not
apply pronouncements of the Financial Accounting Standards Board issued after November 30, 1989.

The financial statements include balance sheets, statements of revenues, expenses, and changes in
net assets, and statements of cash flows.
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TOWN OF ISLIP INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
December 31, 2011

Note 1 — Summary of Significant Accounting Policies (continued)
Estimates

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

Cash and Cash Equivalents

For purposes of reporting the statement of cash flows, cash equivalents are defined as short-term
highly liquid investments. The statement of cash flows presented uses the direct method.

Note Receivable

Note receivable include amounts due from a business related to the Industrial Access Projects. The
receivable is reported at its gross value and, where appropriate, is reduced by an allowance for
uncollectible amounts. As of December 31, 2011, management believes all amounts are collectible.
This note receivable was classified as an account receivable in 2010.

Pilots Receivable

Pilots receivable include amounts due from businesses related to amounts assessed for payments in
lieu of taxes. These amounts are not included in revenue since these are considered pass-through
amounts only.

Capital Assets

Capital assets purchased or acquired with an original cost of $5,000 or more are reported at historical
cost or estimated historical cost. Contributed assets are reported at fair market value as of the date
received. Additions, improvements and other capital outlays that significantly extend the useful life of
an asset are capitalized. Other costs incurred for repairs and maintenance are expensed as incurred.
Depreciation on all assets is provided on the straight-line basis over the following estimated useful
lives as follows:

Machinery and equipment 3-10 years
Software 3 years

Equity Classifications

In the financial statements, equity is classified as net assets and displayed in three components:

Invested in capital assets, net of related debt — Consists of capital assets including, restricted capital
assets, net of accumulated depreciation and reduced by the outstanding balances of any bonds,
notes, or other borrowings that are attributable to the acquisition, construction, or improvement of
those assets.

Restricted net assets — Consists of net assets with constraints placed on the use either by (1)
external groups such as creditors, grantors, contributors, or laws or regulations of other governments;
or (2) law through constitutional provisions or enabling legislation.
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TOWN OF ISLIP INDUSTRIAL DEVELOPMENT AGENCY

NOTES TO FINANCIAL STATEMENTS
December 31, 2011

Note 1 — Summary of Significant Accounting Policies (continued)

Equity Classifications (continued)

Unrestricted net assets — All other net assets that do not meet the definition of “restricted” or
“invested in capital assets, net of related debt.”

When both restricted and unrestricted resources are available for use, it is the Agency’s policy to use
restricted resources first, then unrestricted resources as needed.

Revenue Recognition

The Agency's primary source of operating revenue is from bond issuance and lease fees, which are
computed as a percentage of the total project. Fees are recorded as income when earned at the time
of closing on the sale of bonds and straight lease agreements.

Advertising

The Agency follows the policy of charging the costs of advertising to expense as incurred. Advertising
expense for the year ended December 31, 2011 was approximately $55,000.

Note 2 — Cash and Cash Equivalents

Cash and cash equivalents consist of funds deposited in demand accounts and certificates of deposit
with maturities of less than three months.

The Agency's investments are governed by a formal investment policy. The Agency's monies must be
deposited in FDIC-insured commercial banks or trust companies located within the State. The Agency is
authorized to use certificates of deposit, and money market deposit accounts. Permissible investments
include certificates of deposits, obligations of the United States, obligations of the State of New York,
repurchase agreements, and obligations of agencies of the federal government where principal and
interest are guaranteed by the United States.

Custodial Credit Risk — Deposits / Investments — Custodial credit risk for deposits exists when, in the
event of the failure of a depository financial institution, a government may be unable to recover deposits,
or recover collateral securities that are in possession of an outside agency. Custodial credit risk for
investments exists when, in the event of the failure of the counterparty, a government will not be able to
recover the value of its investments or collateral securities that are in possession of an outside party.

Governmental Accounting Standards Board Statement No. 40 directs that deposits be disclosed as
exposed to custodial credit risk if they are not covered by depository insurance, and the deposits are
either:

=  Uncollateralized,

= Collateralized with securities held by the pledging financial institution, or

= Collateralized with securities held by the pledging financial institution’s trust department or agent,
but not in the Agency’s name.
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TOWN OF ISLIP INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
December 31, 2011

Note 2 — Cash and Cash Equivalents (continued)

At December 31, 2011, the Agency's cash and cash equivalents have been combined with other
funds in the Town's consolidated cash account, which were insured by the Federal Depository
Insurance Corporation or collateralized by securities held in the pledging bank's trust department in
the Town's name.

Credit Risk — State law and Agency law limit investments to those authorized by State statutes. The
Agency has a written investment policy.

Interest-rate Risk — Interest-rate risk arises because potential purchasers of debt securities will not
agree to pay face value for those securities if interest rates substantially increase, thereby affording
potential purchasers more favorable rates on essentially equivalent securities. Accordingly, such
investments would have to be held to maturity to avoid a potential loss.

Concentration of Credit Risk — Credit risk can arise as a result of failure to adequately diversify
investments. Concentration risk disclosure is required for positions of 5 percent or more in securities
of a single issuer.

As of December 31, 2011, the Agency did not have any investments subject to credit risk, interest-rate
risk or concentration of credit risk.

Note 3 — Note Receivable

In February 2011 the Agency entered into an agreement with Jasco Industries, Inc. to pay $3,000 a
month for amounts due for an Industrial Assess Project that the Agency sponsored the company.

2011
Note receivable $ 138,240
Less: current maturities 36,000
Long-term note receivable $ 102,240

Note 4 — Due to Other Governments

Industrial Access Projects

New York State Department of Transportation (the “Department’) and the Agency entered into
agreement for several Industrial Access Projects. The Agency acted as the sponsor of the projects for
several private corporations and filed applications with the Department's Regional Director on behalf
of the non-governmental entities. Awards are made on a 60 percent grant, 40 percent interest free
loan basis. The loan portion must be paid back within five years after the acceptance of the project to
the Department. The Agency and the non-governmental entities entered into agreement whereby the
non-government entities are to provide the funds for the repayment of the loan from the Department.
However, the Agency has guaranteed the payment of the loans, if the private corporations fail to make
payments. The balance due to the Department at December 31, 2011 is $96,800.
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TOWN OF ISLIP INDUSTRIAL DEVELOPMENT AGENCY

NOTES TO FINANCIAL STATEMENTS
December 31, 2011

Note 4 — Due to Other Governments (continued)

Payments in Lieu of Taxes (Pilot)

During the year the Agency bills for various pilot payments on behalf of several taxing jurisdictions,
these amounts represent amounts that are required to be remitted by various bond holders per their
agreement with the Agency. The amount of pilots receivable outstanding and amounts payable at
December 31, 2011 is $42,726.

Note 5 — Capital Assets

Balance Balance
1/1/11 Additions Deletions 12/31/11
Depreciable assets:
Machinery and equipment $ 18,177 $ 18,177
Software $ -0- $ 15,000 15,000
Total depreciable capital assets $ 18,177 $ 15,000 $ -0- $ 33,177
Accumulated depreciation:
Machinery and equipment $ 10,113 $ 1,101 $ 11,214
Software * 3 -0- $ -0-
Total accumulated depreciation $ 10,113 $ 1,101 3 -0- $ 11,214
Total net depreciable assets $ 21,963

The Agency evaluates capital assets for prominent events or changes in circumstances affecting
capital assets to determine whether impairment of a capital asset has occurred. The Agency’s policy
is to record an impairment loss in the period when the Agency determines that the carrying amount of
the asset will not be recoverable. At December 31, 2011, the Agency has not recorded any such
impairment losses. *Software was not placed in service until 2012, depreciation will commence in
2012.

Note 6 — Revenues

Agency Fee Structure

The Agency collects one-time administration fees from the issuance of taxable bonds, tax exempt
bonds and straight-lease transactions as follows:

e Taxable and Tax-Exempt Bond Issues - Five-tenths of one percent (.5%) of the final bond
amount.

o Straight-Lease Transactions - Five-tenths of one percent (.5%) of the projected total costs.

The Agency collects other fees as follows:

o Application Fee — An application for Agency assistance must be accompanied by a non-
refundable fee of $500 plus a $500 fee for Town of Islip review of Environmental Assessment
Form as required by the State Environmental Quality Review Act (SEQRA).
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TOWN OF ISLIP INDUSTRIAL DEVELOPMENT AGENCY

NOTES TO FINANCIAL STATEMENTS
December 31, 2011

Note 6 — Revenues (continued)

Agency Fee Structure (continued)

o Processing Fee — During the course of Agency ownership/involvement, the Agency may
occasionally be required, by the company, to consent to a variety of items, i.e. pre-payment of
bonds, second mortgages, additional secured financing, etc. The Agency will charge a $250
processing fee for each of these requests.

o Assignments & Assumptions — Occasionally, the Agency is asked to transfer benefits that
were assigned to the original company, i.e. PILOT or mortgage recording tax benefits, to a
different company typically upon a sale of the Agency property. The new company often
wishes to continue Agency involvement with the property in order to retain Agency incentives.
The Agency will charge a $1,500 fee for each of these transactions.

Payments in Lieu of Taxes

The Agency receives payments in lieu of taxes (PILOT) from the borrowing companies. The Agency
follows the Suffolk County Tax Act for collection of PILOT payments. PILOT payments are due in two
equal installments; the first half is payable on December 1 preceding the year for which the same is
levied and the second half is payable May 10, with the first half payable without penalty to January 10
and the second half payable without penalty to May 31. Penalties and interest are charged on late
payments.

Receipts of PILOT payments are deposited into the general operating bank account and subsequently
are disbursed to the appropriate taxing jurisdictions. Pilot payments are not considered revenues of
the Agency.

Note 7 — Conduit Debt Obligations, Industrial Revenue Bonds and Note Transactions

The Agency has at times, issued Industrial Revenue Bonds to provide financial assistance to private
sector entities for the acquisition and construction of industrial and commercial facilities deemed to be
in the public interest. The bonds are secured by the property financed and are payable solely from
payments received on the underlying mortgage loans. Upon repayment of the bonds, ownership of the
acquired facilities transfers to the private-sector entity served by the bond issuance. Neither the
Agency, the Town, nor any political subdivision thereof, is obligated in any manner for repayment of
the bonds. Accordingly, the bonds are not reported as liabilities in the accompanying financial
statements.

As of December 31, 2011, there were eleven series of Revenue Bonds and Notes outstanding, with
an aggregate principal amount payable of $54,783,723.

Note 8 — Lease Commitments

The Agency assists private-sector companies (the “companies”) with the acquisition of industrial and
commercial facilities deemed to be in the public interest. Upon closing on the properties, the Agency
takes title as a nominal owner (which allows the Agency to pass through tax and other incentives) and
the companies take title as beneficial owners. The Agency then leases the properties to the
companies for a negligible amount, if any. The lease terms usually expire in conjunction with the
payments in lieu of taxes of the companies. The leasing transactions are not recorded in the
accompanying financial statements of the Agency.

As of December 31, 2011, there were 75 leases outstanding, at $1 or less each per year.
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TOWN OF ISLIP INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
December 31, 2011

Note 9 — Litigation

The Agency is subject to litigation in the ordinary conduct of its affairs. Management does not believe,
however, that such litigation, individually or in the aggregate, is likely to have a material adverse effect
on the financial condition of the Agency.

Note 10 — Related Party Transactions

The Agency is a component unit of the Town of Islip and its personnel are employees of the Town. All
salaries and fringe benefits for Agency personnel are paid by the Town. Additionally, office space is
provided to the Agency by the Town on a rent free basis. The approximate total value of salary and
fringe benefits attributable to Town employees as a percentage of time spent on Agency activities was
$103,000 and the estimated fair market rental value of office space provided to the Agency by the
Town was $20,664 for the year ended December 31, 2011. The Agency reimbursed the Town a total
of $103,000 in 2011, this amount is reported in administrative expenses on the financial statements.

Note 11 — New Pronouncements

The Governmental Accounting Standards Board (GASB) has issued Statement No. 61, “The Financial
Reporting Entity: Omnibus-an amendment of GASB Statements No. 14 and No. 34”. This statement
amends the requirements of GASB Statement No. 14, “The Financial Reporting Entity” and GASB
Statement No. 34, “Basic Financial Statements-and Management’s Discussion and Analysis-for State
and Local Governments” to better meet user needs and to address reporting entity issues that have
arisen since the issuance of those statements. The requirements of this statement become effective
for the Agency for the year ended December 31, 2013.

The Governmental Accounting Standards Board (GASB) has issued GASB Statement No. 62,
“Codification of accounting and Financial Reporting Guidance Contained in Pre-November 1989
FASB and AICPA Pronouncements” The Statement objective is to incorporate pronouncements that
do not contradict or conflict with GASB pronouncements. The requirements of this statement become
effective for the Corporation for the year ended December 31, 2012.

The Governmental Accounting Standards Board (GASB) has issued Statement No. 63, “Financial
Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position.” This
statement will improve financial reporting by standardizing the presentation of deferred outflows of
resources and deferred inflows of resources and their effects on a government’s net position. The
requirements of this statement become effective for the Agency for the year ended December 31,
2012.

The Agency is currently evaluating the impact of the above pronouncements.



REQUIRED SUPPLEMENTARY INFORMATION
Other Than
Management’s Discussion And Analysis




-17 -

TOWN OF ISLIP INDUSTRIAL DEVELOPMENT AGENCY
SCHEDULE OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
BUDGET AND ACTUAL
Year Ended December 31, 2011

Actual Amounts

Original Final (Budgetary Variance with
Budget Budget Basis) Final Budget
REVENUES
Charges for services $ 30,000 $ 30,000 $ 465135 §$ 435,135
Interest and investment income 20,000 20,000 24,271 4,271
Other non-operating revenues -0- -0- 22 22
Total Revenues 50,000 50,000 489,428 439,428
EXPENSES
Administration 101,710 101,710 101,710 -0-
Advertising and promotion 90,000 67,500 55,513 11,987
Dues and subscriptions 3,500 5,550 3,790 1,760
Equipment 15,000 15,000 -0-
Professional fees 39,000 47,000 42,379 4,621
Travel 15,000 12,450 10,811 1,639
Total Expenses 249,210 249,210 229,203 20,007
Net Change in Net Assets $ (199,210) § (199,210) $ 260,225 $ 459,435
TRUST ACTIVITY
Cash received from payments in lieu of taxes  $ 8,000,000 $ 11,570,235 $ 11,570,235 § -0-
Cash payments for payments in lieu of taxes (8,000,000) (11,570,235) (11,570,235) -0-
Net Change in Trust Activity $ -0- § -0- § -0- § -0-

Note - The Schedule of Revenues, Expenses and Changes in Net Assets — Budget and Actual presents the legally
adopted budget on a budget basis. Because accounting principles applied for purposes of developing data on a
budget basis differ from those used to present financial statements in conformity with generally accepted
accounting principles, differences in revenue and expenses will occur.

Changes in net assets as reported on the Schedule of Revenues, Expenses and Changes in Net Assets — Budget
and Actual is $260,225 as compared to $274,124 on the Schedule of Revenues, Expenses and Changes in Net
Assets. The difference of $13,899 relates to an asset addition of $15,000 less depreciation expense of $1,101.
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED UPON THE AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable Agency Board
Town of Islip Industrial Development Agency
Islip, New York

We have audited the accompanying balance sheet of the Town of Islip Industrial Development
Agency (the “Agency”), a component unit of the Town of Islip, New York, as of December 31, 2011
and the related statements of revenues, expenses, and changes in net assets, and cash flows for the
year then ended and have issued our report thereon dated June 8, 2012. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control over Financial Reporting

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

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

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

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

This report is intended solely for the information and use of the Board, audit committee, management
of the Agency, Authority Budget Office, and the New York State Comptroller's Office and is not
intended to be and should not be used by anyone other than these specified parties.

ﬁMl/W/ZMf&, 7

Hauppauge, New York
June 8, 2012
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
WITH AGENCY INVESTMENT POLICY

Honorable Agency Board
Town of Islip Industrial Development Agency
Islip, New York

We have examined the Town of Islip Industrial Development Agency’s (the “Agency”), a component
unit of the Town of Islip, New York, compliance with the Agency's investment policy during the period
January 1, 2011 through December 31, 2011. 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, accordingly, included examining, on a test
basis, evidence about the Agency’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believe that our examination
provides a reasonable basis for our opinion. Our examination does not provide a legal determination
on the Agency’s compliance with specified requirements.

In our opinion, the Agency complied, in all material respects, with the aforementioned requirements
during the period January 1, 2011 through December 31, 2011.

This report is intended solely for the information and use of the Board, audit committee, management
of the Agency, Authority Budget Office, and the New York State Comptroller's Office and is not
intended to be and should not be used by anyone other than these specified parties.

ﬁWVW,zchq%c.

Hauppauge, New York
June 8, 2012
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