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NDUSTRIAL DEVELOPMENT AGENCY

Town Of Brookhaven

ﬁl Long Island

Lisa M. G. Mulligan, Chief Executive Officer

March 22, 2012

The Agency Members

of the Town of Brookhaven-
Industrial Development Agency, Inc.
Farmingyville, New York

I am pleased to submit the Comprehensive Annual Financial Report (hereafter referred to as CAFR)
of the Town of Brookhaven Industrial Development Agency, Inc. (the Agency) for the year ended
December 31, 2011. 1 believe the information, as presented, is accurate in all material aspects and
that all disclosures necessary to enable the reader to gain an adequate understanding of the Agency’s
financial affairs have been included. It is the responsibility of the management of the Agency to
prepare the CAFR. ‘

To facilitate the understanding of the Agency financial affairs, the CAFR is divided into the following
sections:

. Introductory Section — Includes a table of contents and a letter of transmittal.

. . Financial Section — Consists of the independent auditors’ report, management’s
discussion and analysis, the basic financial statements, required supplementary
information, and other supplementary information.

The Agency is a corporate government agency and public benefit corporation of the State of New
York authorized to facilitate the acquisition, construction, reconstruction and equipping of
manufacturing, warehousing, research, commercial, industrial, pollution control and recreation
projects. It accomplishes these activities by issuing its negotiable, tax-exempt and taxable bonds and
notes. The security of the Agency’s bonds is an assignment of the Agency’s rights under the lease or
sale agreement with the company. The Agency and/or the Town of Brookhaven do not pledge their
full faith and credit towards the repayment of these bonds.

The Agency is comprised of concerned citizens consisting of businessmen and professionals who are
appointed by the Town Board of the Town of Brookhaven. The members of the Agency, who serve
without compensation, donate their time and efforts for the purpose of advancing job opportunities,
health and the economic welfare of the residents of the Town of Brookhaven.
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Financial Information, Management, and Control

A detailed understanding of the financial position and operating results of the Agency is provided in
the CAFR. Presented below is a brief description of financial information, management of financial
resources and obligations, and control techniques applicable to financial resources, obligations, and
information.

Basis of accounting. Basis of accounting refers to when revenues and expenditures or expenses are
recognized in the accounts and reported in the financial statements.

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

Accounting systems and budgetary control. In developing and evaluating the Agency accounting
control system, consideration is given to the adequacy of internal accounting controls. Accounting
control comprises the plan of organization and the procedures and records that are concerned with the
safeguarding of assets and the reliability of financial records and consequently are designed to
provide reasonable assurance that:

L] Transactions are executed in accordance with management’s general or
specific authorization.

U Transactions are recorded as necessary (a) to permit preparation of financial
statements in conformity with generally accepted accounting principles or
any other criteria, such as finance-related legal and contractual compliance
requirements applicable to such statements, and (b) to maintain
accountability for assets.

. Access to assets is permitted only in accordance with management’s
authorization. |

. The recorded accountability for assets is compared with the existing assets at
reasonable intervals and appropriate action is taken with respect to any
differences.

The definition of accounting control comprehends reasonable, but not absolute, assurance that the
objectives expressed in it will be accomplished by the system. The concept of reasonable assurance
recognizes that the cost of internal control should not exceed the benefits. The benefits consist of
reductions in the risk of failing to achieve the objectives implicit in the definition of accounting
control.

All internal control evaluations occur within the above framework. I believe that the Agency’s
internal accounting controls adequately safeguard assets and provide reasonable assurance of proper
recording of financial transactions.

Cash management and investments. The intention of the cash management system is to limit the
amount of funds placed in accounts where low or no interest is paid. The Agency’s policy is that idle
cash is invested in treasury notes and certificates of deposits with various maturity dates, depending
on the anticipated cash requirements during the period.
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Independent Audit

The financial records, books of account, and transactions of the Agency for the year ended December
31, 2011, have been audited by a firm of Independent Public Accountants, and their opinion is
included in the Financial Section of this report.

The financial statements are the responsibility of the Agency. The responsibility of the Independent
Public Accountants is to express an opinion on the Agency’s financial statements based on their audit.
An audit is conducted in accordance with generally accepted auditing standards. Those standards
require that the audit be planned and performed in a manner to obtain a reasonable assurance as to
whether the financial statements are free of material misstatement.

Respectfully submitted,

—_—

James Ry
Chief Fiftancial Officer of the Agency

TOWN OF BROOKHAVEN
INDUSTRIAL DPEVELOPMENT AGENCY, INC.
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INDEPENDENT AUDITORS’ REPORT

To the Agency Members
Town of Brookhaven Industrial Development Agency, Inc.
Farmingville, New York

We have audited the accompanying statements of net assets of the Town of Brookhaven Industrial
Development Agency, Inc. (the Agency), as of December 31, 2011 and 2010, and the related statements
of revenue, expenses and changes in net assets and cash flows for the years then ended. These financial
statements are the responsibility of Agency’s management, Our responsibility is to express opinions on
these financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Agency as of December 31, 2011 and 2010, and the changes in
financial position for the years then ended in conformity with accounting principles generally accepted in
the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated March 22, 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 resulis of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of our
audit.




Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis as listed in the accompanying table of contents be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information
in accordance with auditing standards generally accepted in the United States 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 an opinion on the financial statements as a whole.
The introductory section is presented for purposes of additional analysis and is not a required part of the
financial statements. The Supplemental Section which includes the Statement of Indebtedness and
Schedule of Supplemental Bond and Straight Lease Information (Supplemental Section) are the
responsibility of management and were derived from and relate directly to the underlying accounting and
other records used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used
to prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the information in the Supplemental Section is fairly stated in all material respects in relation
to the financial statements as a whole. The introductory section has not been subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on it. '

Qbarace S5 & Rooress, PP

East Setauket, New York
March 22, 2012




TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY, INC.
Management’s Discussion and Analysis
For the Years Ended December 31, 2011 and 2010

This section of The Town of Brookhaven Industrial Development Agency, Inc. (the Agency)
comprehensive annual financial report (CAFR) presents our discussion and analysis of the
Agency’s financial performance during the fiscal years ended December 31, 2011 and 2010.
Please read it in conjunction with the transmittal letter at the front of this report and the
Agency's financial statements, which follow this section.

BASIC FINANCIAL STATEMENTS

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

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

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

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

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

CONDENSED FINANCIAL INFORMATION

The information contained in the condensed financial information is used as the basis for the
discussion presented on the following pages, surrounding the Agency’s activities for the fiscal
years ended December 31, 2011 and 2010.

3 continued



TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY, INC.
Management’s Discussion and Analysis
For the Years Ended December 31, 2011 and 2010

continved

Condensed financial information from the statements of net assets as of December 31, 2011 and
2010 is as follows:

011 2010

ASSETS

Current assets $1,893,238 1,735,434

Fixed assets, net 13,087 16,538
TOTAL ASSETS $1,906,325 1,751,972
LIABILITIES

Current liabilities $ 22268 23,966
NET ASSETS UNRESTRICTED 1,884,057 1,728,006
TOTAL LIABILITIES AND

NET ASSETS $ 1,906,325 1,751,972

The Agency had current ratios of 85.02 and 72.41 at December 31, 2011 and 2010, respectively.
Such ratios imply that the Agency has sufficient assets on hand to cover its liabilities that will
come due in the coming year.

Condensed financial information from the statements of revenues, expenses and changes in net
assets for the years ended December 31, 2011 and 2010 is as follows:

4 continued



TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY, INC.
Management’s Discussion and Analysis
For the Years Ended December 31, 2011 and 2010

continued
2011 201
REVENUES
Application Fees $ 20,019 24,250
Administrative Fees 366,373 33,649
Total Fees 386,392 57,899
Interest Revenue 7,618 18,499
Change in Unrealized Gains (Losses)
on Investments 1,209 4,989
Miscellaneous Income 995 223
Total Revenues 396,214 81,610
EXPENSES
Office Supplies & Expense 24,498 21,200
Legal Fees 16,837 15,983
Professional Fees 14,500 14,500
Salaries and Wages 109,163 90,750
Other Employee Benefits 12,606 8,215
Advertising, Promotion & Sponsorships 35,552 126,749
Auto Expense Depreciation 3,451 3,669
Insurance 20,136 28,946
Conferences 8,611 7,831
New York State Assessment (7,829) 7,829
Receptions & Meetings - 941
Repairs & Maintenance 2,638 2,113
Total Expenses 240,163 328,726
CHANGES IN NET ASSETS 156,051 (247,116)
NET ASSETS - BEGINNING OF YEAR 1,728,006 1,975,122
NET ASSETS - END OF YEAR $ 1,884,057 1,728,006
FINANCIAL HIGHLIGHTS

The Agency ended the year December 31, 2011 with a net asset balance of approximately $1.9
million. Approximately $1.8 million of this total consists of cash and investments. This was
approximately $200,000 higher than the net asset balance at the beginning of the year

5 continued




TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY, INC.
Management’s Discussion and Analysis
For the Years Ended December 31,2011 and 2010

continued

o The increase in the changes in net assets for fiscal year 2011 is a result of an increase in
administrative fees.

» The Statements of Cash Flows identifies the sources and uses of cash activity for the
fiscal year. For fiscal year 2011, cash decreased by approximately $30,000. This net
decrease for the year ended December 31, 2011 is primarily due to an increase in cash
related to operating activities offset by a decrease in cash used in investing activities.

FUND TRANSACTIONS

There are no significant transactions between the funds during the year ended December 31,
2011 and 2010.

CAPITAL ASSETS AND LONG-TERM DEBT

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

INFRASTRUCTURE ASSETS

The Agency does not have any Infrastructore assets.

KNOWN FACTS FOR THE FUTURE

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



TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY, INC.

Statements of Net Assets

December 31, 2011 and 2010

ASSETS

Cash

Investments (at fair value, cost $1,462,172
and $1,302,634, respectively)

Interest Receivable

Prepaid Expenses and Other Current Assets

Due from Town of Broockhaven Local
Development Corporation

Fixed assets (net of accumulated depreciation
$18,928 and $15,477, respectively)

TOTAL ASSETS

LIABILITIES AND NET ASSETS
Liabilities
Accounts Payable and Accrued Expenses
Total Liabilities
Net Assets - Unrestricted

TOTAL LIABILITIES AND
NET ASSETS

2011 2010

$ 387,149 416,813
1,459,249 1,298,502
6,139 3,423
33,201 14,196
7,500 2,500
13,087 16,538

$ 1,906,325 1,751,972
$ 22268 23,966
22,268 23,966
1,884,057 1,728,006
$ 1,906,325 1,751,972

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

Statements of Revenues, Expenses and Changes in Net Assets

For the Years Ended December 31, 2011 and 2010

REVENUES
Application Fees
Administrative Fees

Total Fees

Interest Revenue

Change in Unrealized Gains (Losses)
on Investments

Miscellaneous Income

Total Revenues

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

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

NET ASSETS - END OF YEAR

011 2010
$ 20,019 24,250
366,373 33,649
386,392 57,899
7,618 18,499
1,209 4,989
995 223
396,214 81,610
24,498 21,200
16,837 15,983
14,500 14,500
109,163 90,750
12,606 8,215
35,552 126,749
3,451 3,669
20,136 28,946
8,611 7,831
(7,829) 7,829
- 941
2,638 2,113
240,163 328,726
156,051 (247,116)
1,728,006 1,975,122
$ 1,884,057 1,728,006

See Notes to the Financial Statements.
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TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY, INC.
Statements of Cash Flows
For the Years Ended December 31, 2011 and 2010

2011 2010
CASH FLOWS FROM
OPERATING ACTIVITIES:
Changes in Net Assets $ 156,051 (247,116)
Adjustments to Reconcile Changes in Net Assets to
Cash provided by (used in) Operating Activities:
Auto Expense Depreciation ' 3,451 3,669
Change in Unrealized (Gains) Losses
on Investments (1,209) (4,989)
Interest Receivable (2,716) 14,903
Prepaid Expenses and Other Current Assets ' (19,005) 3,442
Due from Town of Brookhaven, Local
Development Corporation (5,000) (2,500)
Accounts Payable and Accrued Expenses (1,698) (2,188)
NET CASH PROVIDED BY (USED IN)
OPERATING ACTIVITIES 129,874 (234,779)
CASH FLOWS FROM
INVESTING ACTIVITIES:
Purchase of investments (1,462,172) {1,302,634)
Investments matured (cost) 1,302,634 1,722,381
Purchase of Fixed assets - (17.257)
NET CASH (USED IN) PROVIDED BY
INVESTING ACTIVITIES (159,538) 402,490
NET (DECREASE) INCREASE IN CASH (29,664) 167,711
CASH - BEGINNING OF YEAR 416,813 249,102
CASH - END OF YEAR $ 387,149 416,813

See Notes to the Financial Statements
9



Note 1.

TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY, INC.
Notes to the Financial Statements
December 31, 2011

Organization

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

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

the bonds and any other stipulated amounts.

Note 2.

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

‘The supplemental schedule - Statement of Indebiedness reflects the activity of all outstanding

bonds, which have been issued through the Agency. This indebtedness is not reflected in the
balance sheet of the Agency as the Agency acts only as a conduit in the issuance of these bonds.

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

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

Summary of Significant Accounting Policies

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

10




TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY, INC.
Notes to the Financial Statements
December 31, 2011

Note 2, Summary of Significant Accounting Policies (continued)

A. Financial Reporting Entity

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

B. Measurement Focus and Basis of Accounting

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

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

C. Cash and Investments

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

D. Capital Assets

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

E. Estimates

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

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

G. Budget
The Agency’s administration prepares a proposed budget for approval by the Board of Members.

Upon Board approval, the budget is effective for the next calendar year.

11




TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY, INC.
Notes to the Financial Statements
December 31, 2011

Note 2. Summary of Significant Accounting Policies (continued)

H. Subsequent Events

In connection with the preparation of the financial statements the Agency evaluated subsequent
events through March 22, 2012, which was the date the financial statements were available to be
issued. No subsequent events were identified.

Note 3. Investments

Investments consist of the following:

Estimated

Due Rate Cost Fair Value
U.S. Treasury Note  September 30, 2012 4.25% § 102,705 101,988
U.S. Treasury Note October 31, 2012 3.88% 102,668 162,432
U.S. Treasury Note ~ November 15, 2012 1.38% 100,831 100,890
U.S. Treasury Note January 15, 2013 1.38% 100,860 100,608
U.S. Treasury Note February 15, 2013 1.38% 100,919 100,813
U.S. Treasury Note March 15,2013 1.38% 100,930 161,082
U.S. Treasury Note April 15, 2013 1.75% 102,139 101,615
U.S. Treasury Note May 15, 2013 1.38% 101,756 101,410
U.S. Treasury Note June 15,2013 1.13% 101,501 101,266
U.S. Treasury Note July 15, 2013 1.00% 101,378 100,725
U.S. Treasury Note August 15, 2013 0.75% 100,828 100,548
U.S. Treasury Note  December 15, 2012 1.13% 100,627 100,872
1,217,172 1,214,249
Certificate of Deposit  January 12, 2012 0.75% 245,000 245,000
245,000 245,000
$1,462,172 1,459,249

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

Note 4. PILOT

PILOT funds are collected semi-annually. The funds are maintained in an interest bearing
account. All PILOT monies received are mandated to be remitted to the appropriate taxing
jurisdictions (the Districts) within thirty (30) days of receipt by the Agency. The Agency is in
compliance with this mandate, therefore any interest earned on PILOT funds in accordance with
General Municipal Law 874, is available for the Agency.
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TOWN OF BROOKHAVEN INDUSTRIAL PEVELOPMENT AGENCY, INC.
Notes to the Financial Statements
December 31, 2011

Note 4. PILOT (continued)

The following is a summary of PILOT activity:

2011 2010
Payments received in Lieu of Taxes $9,787,299 7,319,152
Payments to Districts 9,787,299 7,319,152

Net Due to/from Other Governments $ - -

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

A. Plan Description

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

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

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

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

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

Note 6. Related Party

The Agency utilizes office space and equipment at the Town of Brookhaven facilities. The
Agency has unilaterally decided to remit up to $1,500 per month to the Town of Brookhaven for
the use of the facilities. During the year this amount was reduced by $300 related to loss of
equipment.  There is no rental agreement between the Town of Brookhaven and the Agency
relating to this.

The Agency has loaned the Town of Brookhaven Local Development Corporation (L.DC) $7,500.

The amount does not accrue interest and shall be repaid upon LDC’s receipt of fees from future
projects. There is no formal agreement between the Agency and the LDC.
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TOWN OF BROOKHAVEN INDUSTRIAL DEVELOPMENT AGENCY, INC.
Notes to the Financial Statements
December 31, 2011

Note 7. Litigation

The Agency from time to time is identified as a party in litigation. As of December 31, 2011 the
Agency has stated that any litigation will be covered under insurance.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTIN G AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GO VERNMENT AUDITING
STANDARDS

To the Agency Members
Town of Brookhaven Industrial Development Agency, Inc.
Farmingville, New York

We have audited the accompanying financial statements of the Town of Brookhaven Industrial
Development Agency, Inc. (the Agency) as of and for the year ended December 31, 2011, and have
issued our report thereon dated March 22, 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 procedure for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Agency’s
internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness
of the Agency’s internal control over financial reporting,

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

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

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

Ol boneece S5t & Heorad IR

East Setauket, New York
March 22, 2012
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