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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT

Honorable Board of Directors
Town of Babylon Industrial Development Agency
Babylon, New York

Report on Financial Statements

We have audited the accompanying financial statements of the Town of Babylon Industrial Development
Agency (the “Agency”), a component unit of the Town of Babylon, New York, as of and for the years
ended December 31, 2018 and 2017, and the related notes to the financial statements, which collectively
comprise the Agency’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express an opinion 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 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 performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the Agency’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Agency’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of the accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

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

our audit opinion.
BEYOND THE NUMBERS...

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

245 PARK AVENUE, 39TH 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



Opinion

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, 2018 and 2017, and the respective
changes in financial position, and cash flows thereof for the years then ended in conformity with
accounting principles generally accepted in the United States of America.

Emphasis of a Matter

As described in Notes 1, 12 and 16 to the basic financial statements, as of January 1, 2018, the Agency
adopted new accounting guidance, Governmental Accounting Standard Board (“‘GASB”) Statement No.
75, “Accounting and Financial Reporting for Postemployment Benefits Other than Pensions.” Information
necessary to retroactively restate the 2017 financial statements is not available. Accordingly, the
Agency’s net position as of January 1, 2018 has been restated. Our opinion is not modified with respect
to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and the required supplementary information other than the management’s
discussion and analysis as listed in the 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.

Other Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Agency’s basic financial statements. The accompanying schedule of exemption
information and employment information is presented for purposes of additional analysis and is not a
required part of the financial statements. The schedule of exemption information and employment
information is the responsibility of management and 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.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 27,
2019, 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 solely 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 the
effectiveness of the Agency’s internal control over financial reporting or on compliance. That report is an
integral part of the audit performed in accordance with Government Auditing Standards in considering the
Agency’s internal control over financial reporting and compliance.

Uk, Nsgyors 2k & Cament 02

Hauppauge, New York
March 27, 2019
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TOWN OF BABYLON INDUSTRIAL DEVELOPMENT AGENCY
MANAGEMENT’S DISCUSSION AND ANALYSIS

This section presents management's analysis of the Town of Babylon Industrial Development Agency's
(the “Agency”), a component unit of the Town of Babylon, New York (the “Town") financial condition and
activity for the years ended December 31, 2018 and 2017. Please read this information in conjunction
with the financial statements.

FINANCIAL HIGHLIGHTS

e The assets and deferred outflows of resources of the Agency exceeded its liabilities and deferred
inflows of resources at the close of the years 2018 and 2017 by $3,469,716 and $2,728,713,
respectively. These funds, except for the investment in capital assets of $41,891 and $48,873 as
of December 31, 2018 and 2017, respectively, are unrestricted and available to maintain the
Agency’s continuing obligations.

e The Agency’s total net position increased by $623,014 (or 23%) for the year ended December 31,
2018 (exclusive of a restatement) and by $285,711 (or 12%) for the year ended December 31,
2017. It is important to note that the net position at January 1, 2018 was restated and increased
by $117,989 due to the implementation of GASB Statement No. 75.

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 a self-supporting entity that
follows enterprise-type fund reporting. The Agency applies full accrual accounting methods as used by
similar business activities in the private sector. These statements offer short and long-term financial
information.

The financial statements include statements of net position, statements of revenues, expenses, and
changes in net position, statements of cash flows and notes to the financial statements. The statements
of net position include all of the Agency’s assets, deferred outflows of resources, liabilities and deferred
inflows of resources, with the difference reported as net position.

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

The statements of cash flows present 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 is 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.

In addition to the financial statements and accompanying notes, this report also presents required
supplementary information and other supplementary information concerning the Agency following the
notes to the financial statements.



-5-

TOWN OF BABYLON INDUSTRIAL DEVELOPMENT AGENCY
MANAGEMENT’S DISCUSSION AND ANALYSIS

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 statements of net position and the statements of
revenues, expenses, and changes in net position provide useful information in this regard. The
statements report the net position of the Agency and changes in these net positions.

The amount of net position, the difference between total assets, deferred outflows of resources, liabilities
and deferred inflows of resources, is a significant measure of the financial health or financial position of
the Agency.

Over time, increases or decreases in the Agency's net position is 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 Position

A summary of the Agency's condensed statements of net position at December 31% is presented as
follows:

2018 2017 2016
Assets
Current and other assets $ 5,355,135 $ 5637830 $ 4,313,463
Capital assets 41,891 48,873 -0-
Total Assets 5,397,026 5,686,703 4,313,463
Deferred Outflows of Resources
Pensions 193,469 121,296 207,611
Total Deferred Outflows of Resources 193,469 121,296 207,611
Liabilities
Current and other liabilities 1,256,763 2,233,550 1,205,936
Long-term liabilities 628,686 816,616 840,599
Total Liabilities 1,885,449 3,050,166 2,046,535
Deferred Inflows of Resources
Pensions 176,517 29,120 31,537
Other postemployment benefits 58,813 -0- -0-
Total Deferred Inflows of Resources 235,330 29,120 31,5637
Net Position
Investment in capital assets 41,891 48,873 -0-
Unrestricted 3,427,825 2,679,840 2,443,002
Total Net Position $ 3,469,716 $ 2,728,713 $ 2,443,002
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TOWN OF BABYLON INDUSTRIAL DEVELOPMENT AGENCY
MANAGEMENT’S DISCUSSION AND ANALYSIS

FINANCIAL ANALYSIS OF THE AGENCY (continued)
Net Position (continued)

Total assets as of December 31, 2018 were $5,397,026 and deferred outflows of resources were
$193,469, which exceeded total liabilities in the amount of $1,885,449 and deferred inflows of resources
of $235,330 by $3,469,716 (net position). Of the Agency’s net position, $41,891 relates to the investment
in capital assets and the remaining $3,427,825 was unrestricted, which is available to support operations.

Total assets decreased by $289,677 at December 31, 2018 compared to December 31, 2017, primarily
due to the decrease in cash as the Agency has made an effort to turn over payments in lieu of taxes
(PILOTSs) to the related taxing jurisdictions more frequently. Total liabilities also decreased by $1,164,717,
offset by an increase in deferred inflows of resources by $206,210 at December 31, 2018 compared to
2017. The decrease in total liabilities is mostly related to the decrease in due to other governments in the
amount of $1,003,682 as the Agency is turning over PILOT payments more timely, as well as a decrease
in the other postemployment benefits liability in the amount of $113,831, a result of implementing GASB
Statement No. 75. The increase of total deferred inflows of resources was primarily the result of the
Agency recognizing an amount for their portion of the net difference between projected and actual
investment earnings on the pension plan’s investment related to pension amounts of $149,198 as of
December 31, 2018. In addition, with the implementation of GASB Statement No. 75, the Agency
recognized a deferred inflow related to the change in assumptions for the other postemployment benefits
liability in the amount of $58,813. The Agency’s net position increased by $623,014 in the current year.
This does not include the cumulative effect adjustment to the Agency’s opening net position of $117,989
due to the implementation of GASB No. 75.

Total assets as of December 31, 2017 were $5,686,703 and deferred outflows of resources were
$121,296, which exceeded total liabilities in the amount of $3,050,166 and deferred inflows of resources
of $29,120 by $2,728,713 (net position). Of the Agency’s net position, $48,873 relates to the investment
in capital assets and the remaining $2,679,840 was unrestricted, which is available to support future
operations. Total liabilities and deferred inflows of resources increased by $1,001,214 at December 31,
2017 compared to 2016, primarily due to an increase in due to other governments of $1,003,495, an
increase in other postemployment benefits accrual in the amount of $46,549 and an increase in
compensated absences in the amount of $21,227. This increase was somewhat offset by a decrease in
net pension liability recognized of $67,043, and a decrease in accounts payable and accrued expenses
of $597. Total deferred inflows of resources were $29,120 related to pension amounts. The Agency’s net
position increased by $285,711 in the 2017 year.



-7-

TOWN OF BABYLON INDUSTRIAL DEVELOPMENT AGENCY
MANAGEMENT’S DISCUSSION AND ANALYSIS

FINANCIAL ANALYSIS OF THE AGENCY (continued)
Operating Results

The Agency's condensed statements of revenues, expenses and changes in

December 31% are presented as follows:

net position at

2018 2017 2016

Operating Revenues
Charges for services $ 2,166,637 $ 1,755,103 $ 1,763,072
Total Operating Revenues 2,166,637 1,755,103 1,763,072

Operating Expenses
Salary and related costs 969,961 820,477 652,210
Contractual goods and services 597,293 542,098 479,533
Amortization expense 6,982 1,164 -0-
Total Operating Expenses 1,574,236 1,363,739 1,131,743
Income from Operations 592,401 391,364 631,329
Non-Operating Revenues (Expenses) 30,613 (105,653) 9,196
Change in Net Position 623,014 285,711 640,525
Net Position at Beginning of Year, as Reported 2,728,713 2,443,002 1,802,477

Cumulative Effect of Change in Accounting

Principle * 117,989 -0- -0-
Net Position at Beginning of Year, as Restated 2,846,702 2,443,002 1,802,477
Net Position at End of Year $ 3,469,716 $ 2,728,713 $ 2,443,002

*The Agency’s financial statements presented herein are for the year ended December 31, 2018 and the cumulative effect of applying
Governmental Accounting Standard Board Statements (“GASB”) No. 75, “Accounting and Financial Reporting for Postemployment Benefits
Other than Pensions”, is shown as an adjustment to the beginning net position of fiscal year 2018. Accordingly, the condensed financial
information presented above also reflects this cumulative effect of the accounting change to beginning net position of fiscal year 2018. The
condensed financial information for the years ended December 31, 2017 and 2016 was not restated as the information was not available.

The Agency's operating revenues increased by $411,534 from $1,755,103 in 2017 to $2,166,637 in 2018,
an increase of 23%. The increase in 2018 operating revenues is attributable to more projects and closing
fees, and administrative fees offset by a slight decrease in application fees, penalties and interest in 2018
as compared to 2017. The Agency's operating expenses increased from $1,363,739 in 2017 to
$1,574,236 in 2018, an increase of $210,497 or 15%. This is primarily due to increases in salary and
related benefit costs, advertising, public relations and special projects costs and other postemployment
benefits costs offset by a decrease in professional fees and office expenses.

The Agency's operating revenues decreased slightly by $7,969 from $1,763,072 in 2016 to $1,755,103 in
2017, a decrease of 0.5%. The decrease in 2017 operating revenues is attributable to a few less projects
and closing fees, and application fees offset by a slight increase in administration fees in 2017 as
compared to 2016. The Agency's operating expenses increased from $1,131,743 in 2016 to $1,363,739
in 2017, an increase of $231,996 or 20%. This is primarily due to increases in salaries and related
benefits including payroll taxes costs, professional fees and office expenses offset by a decrease in
advertising, public relations and special projects costs.
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TOWN OF BABYLON INDUSTRIAL DEVELOPMENT AGENCY
MANAGEMENT’S DISCUSSION AND ANALYSIS

ECONOMIC FACTORS AND NEXT YEAR'S PLAN

The overall mission of the Agency is to promote, attract and encourage well planned economic
sustainable growth in the Town.

The Town of Babylon Industrial Development Agency works at the intersection between local business
and local government. By offering tax savings incentives and fast track permit processing for prospective
and existing enterprises, we stimulate sustainable economic development and revitalization within the
Town. This growth promotes job creation, additional economic activity for local businesses, Town
beautification, rising property values, and a higher quality of life within the Town - which services all
residents and businesses.

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

e Federally tax-exempt and taxable revenue bonds

e Local property tax abatement and exemptions

e Sales tax exemptions for construction materials and equipment
* Mortgage recording tax exemptions

The Agency has an aggressive marketing strategy that concentrates on business retention, expansion
and attracting new businesses. The marketing activities reviewed and approved by the Board may
include site visits to strategic industries, print ads, brochures and direct mailing and extensive networking
with business professionals. This comprehensive marketing plan is designed to brand Babylon 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 Babylon Industrial Development Agency at
47 West Main Street Suite 3, Babylon, NY 11702, info @babylonida.org or call (631) 587-3679.




BASIC FINANCIAL
STATEMENTS
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TOWN OF BABYLON INDUSTRIAL DEVELOPMENT AGENCY

STATEMENTS OF NET POSITION
December 31, 2018 and 2017

2018 2017
ASSETS
Current Assets:
Cash 4,793,652 5,078,463
Accounts receivable 517,247 535,360
Deposit to purchase land 25,000 -0-
Prepaid expenses 19,236 24,007
Total Current Assets 5,355,135 5,637,830
Non-current Assets:
Capital assets, net of amortization 41,891 48,873
Total Assets 5,397,026 5,686,703
DEFERRED OUTFLOWS OF RESOURCES
Pension 193,469 121,296
Total Deferred Outflows of Resources 193,469 121,296
LIABILITIES
Current Liabilities:
Accrued expenses 2,592 -0-
Due to other governments 1,205,152 2,208,834
Compensated absences 49,019 24,716
Total Current Liabilities 1,256,763 2,233,550
Non-current Liabilities:
Compensated absences 72,477 70,247
Net pension liability - proportionate share 52,041 128,370
Other postemployment benefits 504,168 617,999
Total Non-current Liabilities 628,686 816,616
Total Liabilities 1,885,449 3,050,166
DEFERRED INFLOWS OF RESOURCES
Pension 176,517 29,120
Other postemployment benefits 58,813 -0-
Total Deferred Inflows of Resources 235,330 29,120
NET POSITION
Investment in capital assets 41,891 48,873
Unrestricted 3,427,825 2,679,840
Total Net Position 3,469,716 2,728,713

See notes to the financial statements.
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TOWN OF BABYLON INDUSTRIAL DEVELOPMENT AGENCY
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
Years Ended December 31, 2018 and 2017

2018 2017

OPERATING REVENUES:
Charges for services $ 2,166,637 $ 1,755,103

OPERATING EXPENSES:
Advertising, public relations, and special projects 174,973 84,680
Salary, benefits and payroll taxes 969,961 820,477
Professional fees 283,922 338,875
Telephone 5,885 4,693
Office expense 38,022 58,064
Amortization expense 6,982 1,164
Rent 47,100 47,100
Dues and subscriptions 4,363 2,810
Community outreach 30,901 -0-
Miscellaneous 12,127 5,876
Total Operating Expenses 1,574,236 1,363,739
Income from Operations 592,401 391,364

NON-OPERATING REVENUES (EXPENSES):

Interest income 30,613 18,333
Donated item -0- (123,986)
Total Non-Operating Revenues (Expenses) 30,613 (105,653)
Change in Net Position 623,014 285,711
Net Position at Beginning of Year, as Reported 2,728,713 2,443,002
Cumulative Effect of Change in Accounting Principle 117,989 -0-
Net Position at Beginning of Year, as Restated 2,846,702 2,443,002
Net Position at End of Year $ 3,469,716 $ 2,728,713

See notes to the financial statements.
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TOWN OF BABYLON INDUSTRIAL DEVELOPMENT AGENCY
STATEMENTS OF CASH FLOWS
Years Ended December 31, 2018 and 2017

2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers and clients $ 2,239,941 $ 1,732,260
Cash payments for contractual expenses (594,701) (542,695)
Cash payments for personal services and benefits (876,791) (739,832)
Net Cash Provided by Operating Activities 768,449 449,733
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Cash received from payments in lieu of taxes 17,259,550 18,714,637
Cash paid for payments in lieu of taxes (18,318,423) (17,731,414)
Cash paid for donated item -0- (123,986)
Net Cash Provided (Used) by Noncapital Financing Activities (1,058,873) 859,237
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of capital assets -0- (50,037)
Deposit on capital asset (land) (25,000) -0-
Interest income 30,613 18,333
Net Cash Provided (Used) by Investing Activities 5,613 (31,704)
Net Increase (Decrease) in Cash (284,811) 1,277,266
Cash at Beginning of Year 5,078,463 3,801,197
CashatEndof Year $ 4,793,652  $ 5,078,463
RECONCILIATION OF INCOME FROM OPERATING TO NET CASH
PROVIDED BY (USED IN) OPERATING ACTIVITIES
Income from operations $ 592,401 $ 391,364
Adjustments to reconcile operating income
to net cash provided by operating activities:
Amortization expense 6,982 1,164
Decrease (increase) in assets:
Prepaid expenses 4,771 (3,986)
Accounts receivable from operating activities 73,304 (22,843)
Decrease (increase) in deferred outflows of resources:
Pensions (72,173) 86,315
Increase (decrease) in liabilities:
Compensated absences 26,533 21,227
Other postemployment retirement benefits 4,158 46,549
Net pension liability - proportionate share (76,329) (67,043)
Accrued expenses 2,592 (597)
Increase (decrease) in deferred inflows of resources:
Other postemployment benefits 58,813 -0-
Pensions 147,397 (2,417)
Net Cash Provided by Operating Activities _$ 768,449 $ 449,733

See notes to the financial statements.
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TOWN OF BABYLON INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies

Organization

The Town of Babylon Industrial Development Agency (the "Agency"), was created as a New York
State public benefit corporation. The Agency was established on April 10, 1973 pursuant to Code
Section 907-a of the New York State General Municipal Law. The Board of Directors have complete
responsibility for the approval and adoption of policies of the Agency and accountability for fiscal
matters. The Board of Directors appoints the Executive Director of the Agency who is the Chief
Executive Officer. The Agency is a quasi-governmental, tax-exempt agency that was created to
promote the economic welfare, recreation opportunities and prosperity of the inhabitants of the Town
of Babylon. The Agency provides companies with the following incentives:

e Federally tax-exempt and taxable revenue bonds

e Local property tax abatement and exemptions

e Sales tax exemptions for construction materials and equipment
e Mortgage recording tax exemptions

Reporting Entity

The financial reporting entity includes all functions and activities over which the appointed officials
exercise responsibility. No other governmental organization has been included or excluded from the
reporting entity. The governing body of the Town of Babylon appoints the Agency’s Board of Directors
which results in interdependency with the Town of Babylon. Accordingly, the Agency has been
determined to be a discretely presented component unit of the Town of Babylon.

Measurement Focus / Basis of Accounting

Measurement focus refers to what is being measured; basis of accounting refers to when revenues
and expenses are recognized in the accounts and reported in the financial statements. Basis of
accounting relates to the timing of the measurement made, regardless of the measurement focus
applied.

The Agency uses the economic resources measurement focus and the accrual basis of accounting.
Under the accrual basis of accounting, revenues are recognized when earned and expenses are
recognized when the liability is incurred or economic asset used. Revenues, expenses, gains, losses,
deferred outflows of resources, liabilities, and deferred inflows of resources resulting from exchange
and exchange-like transactions are recognized when the exchange takes place. 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.

The financial statements include statements of net position, statements of revenues, expenses, and
changes in net position, and statements of cash flows.

Cash and Cash Equivalents

For purposes of reporting the statements of cash flows, the Agency considers all highly liquid
investments with a maturity when purchased of three months or less to be cash equivalents. As of
December 31, 2018 and 2017, the Agency did not have any cash equivalents. The statements of
cash flows presented use the direct method.
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TOWN OF BABYLON INDUSTRIAL DEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies (continued)

Accounts Receivable

Accounts receivable primarily consists of uncollected payment in lieu of taxes (PILOT) billings,
exclusive of penalties and interest, due to other governments. Accounts receivable also includes
amounts due from businesses for project fees and legal and administrative fees incurred. These
accounts receivable are recorded and revenues are recognized as earned or as specific expenses
are incurred. All accounts receivable are deemed collectible; therefore, no allowance account has
been established.

Deposit to Purchase Land

During 2018, the Agency made a deposit in the amount of $25,000 for the purchase of vacant land to
be used for the future development of Agency offices and to offer space to small businesses in the
area for a fee. As of the date of this report, the Agency did not close on the purchase of the land.

Prepaid Expenses

Prepaid expenses represent various Agency expenses paid in advance, including prepaid retirement
and health insurance premiums. The cost of prepaid items is recorded as expense when consumed
rather than when purchased.

Capital Assets

Capital assets are defined by the Agency as assets purchased or acquired with an original cost of
$5,000 or more and an estimated useful life in excess of one year. Capital assets, which include
leasehold improvements, are valued at historical cost or estimated historical cost if actual is
unavailable. Costs incurred for repairs and maintenance are expensed as incurred. The cost of
leasehold improvements are amortized using the straight-line method over the remaining term of the
lease, including renewal terms if it is probable these will be exercised.

Deferred Outflows and Inflows of Resources

In addition to assets, the statements of net position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element represents a consumption
of net position that applies to a future period(s) and will not be recognized as an outflow of resources
(expense) until then. The Agency has one item that qualifies for reporting in this category. This item
relates to the pension reported in the statements of net position. This represents the effect of the net
change in the Agency’s proportion of the collective net pension liability, the differences during the
measurement periods between the Agency’s contributions and its proportionate share of total
contributions to the pension system not included in pension expense, change in assumptions and the
Agency’s contributions to the pension system made subsequent to the measurement date (see
Note 10).

In addition to liabilities, the statements of net position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element 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 item represents the effect of the net change in the Agency’s proportion of the collective net
pension liability and the differences during the measurement periods between the Agency’s
contributions and its proportionate share of total contributions to the pension system not included in
pension expense (see Note 10). The second item represents the effects of the change in
assumptions for the total other postemployment benefits (OPEB) liability. This is reported as of
December 31, 2018 as it relates to the implementation of GASB Statement No. 75 (see Note 12).
Information was not available to report the deferred inflow of resources related to the total OPEB
liability as of December 31, 2017.
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Summary of Significant Accounting Policies (continued)

Due to Other Governments

The Agency bills and collects PILOTs from the project properties. Payments collected are not
considered revenues of the Agency and are disbursed to the appropriate taxing jurisdictions. Due to
other governments consists of these PILOT billings and other miscellaneous fees that have been
collected but not yet disbursed and uncollected PILOT billings.

Compensated Absences

Agency employees earn vacation and sick leave in varying amounts. In the event of separation from
service (except termination for cause), employees are paid for accumulated unused vacation and sick
leave subject to certain limitations. The liability for these compensated absences is recorded in the
statements of net position.

Net Pension Liability - Proportionate Share

The net pension liability represents the Agency’s proportionate share of the net pension liability of the
New York State and Local Employees’ Retirement System (the “System”) which represents the Agency’s
portion of the excess of the total pension liability over the fiduciary net position of the System, measured
as of the System’s year end.

Changes in the net pension liability during the period are recorded as pension expense, or as deferred
inflows of resources or deferred outflows of resources depending on the nature of the change, in the
period incurred.

Other Postemployment Benefits

In addition to providing pension benefits, the Agency provides health insurance coverage, including
reimbursement of Medicare Part B premiums, and survivor benefits for retired employees and their
dependents. Substantially all of the Agency’s employees may become eligible for these benefits if they
reach normal retirement age while working for the Agency as well as meet certain years of service
requirements.

Health care benefits are currently provided by the New York State Health Insurance Program NYSHIP
(Empire Plan) whose premiums are based on the benefits paid throughout the State during the year.

The Agency recognizes the cost of providing benefits by recording its share of insurance premiums as
an expense in the year paid. The liability for other postemployment benefits payable is recorded as a
long-term liability in the statements of net position as required by GASB Statement No. 75 as of
December 31, 2018 and GASB Statement No. 45 as of December 31, 2017.

Net Position Classification

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

¢ Net investment in capital assets - consists of capital assets including, restricted capital assets,
net of accumulated depreciation/amortization and reduced by the outstanding balances of any
bonds, notes or other borrowings that are attributed to the acquisition, construction or
improvement of those assets.

e Restricted net position - consists of net position 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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Summary of Significant Accounting Policies (continued)

Net Position Classification (continued)

e Unrestricted net position - is the remaining net position that does not meet the definition of
“restricted” or “net investment in capital assets”.

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 Recoagnition

The Agency's primary source of operating revenue is from straight lease fees and bond issuances
fees, which are computed on a project basis as a percentage of the total costs and savings. Fees are
recorded as income, when earned, at the time of closing, unless otherwise specified. Non-operating
revenue includes interest income.

Advertising

The Agency follows the policy of charging the costs of advertising to expense as incurred. Advertising
expense for the years ended December 31, 2018 and 2017 totaled approximately $8,335 and
$12,280, respectively.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and 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.

Reclassifications

Reclassifications are made to the prior year’s financial statements whenever necessary to conform to
current year’s presentation. Such reclassifications have had no effect on income as previously
reported.

Recent Accounting Pronouncements

The Agency has adopted all of the current GASB Statements that are applicable for the years ended
December 31, 2018 and 2017. The GASB Statements that were adopted in 2018 and 2017 did not
have a significant impact on the Agency’s financial statements, except for GASB Statement No. 75,
“Accounting and Financial Reporting for Postemployment Benefits Other than Pensions.” The
implementation of this Statement requires the Agency to recognize a total OPEB liability and related
deferred inflows and outflows of resources on the statement of net position. The information for the
2017 year was not available, and accordingly, the Agency reported the cumulative effect of
implementing this Statement as of January 1, 2018. See Note 12 and Note 16 for the financial
statement impact of the implementation of the Statement.

Subsequent Events

Management has evaluated subsequent events through the date of the report, which is the date the
financial statements were available to be issued.
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2. Cash
As of December 31, 2018 and 2017, cash consists of funds deposited in interest bearing accounts.

The Agency's investments are governed by a formal investment policy. The Agency's monies must be
deposited in Federal Depository Insurance Corporation (“FDIC”) insured commercial banks or trust
companies located within New York 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.

Collateral is required for demand deposit and time deposit accounts at a minimum of 100% of all
deposits not covered by federal deposit insurance. Obligations that may be pledged as collateral include
obligations of the United States and its agencies and obligations of the State and its municipalities and
school districts. The Agency’s collateral agreements are based on the Agency’s available balance.

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

Deposits are required to be disclosed as exposed to custodial credit risk if they are not covered by
depository insurance, and the deposits are either:

e Uncollateralized,
o Collateralized with securities held by the pledging financial institution, or

e Collateralized with securities held by the pledging financial institution’s trust department or agent,
but not in the Agency’s name.

At December 31, 2018 and 2017, the Agency's cash was insured by the FDIC or collateralized by
securities held in the pledging bank's trust department in the Agency's name.

3. Accounts Receivable

As of December 31, 2018 and 2017, the Agency's accounts receivable in the amounts of $517,247
and $535,360, respectively, included a balance due of $406,039, that related to one Company’s
outstanding payments in lieu of taxes and recapture payments. This Company has filed for
bankruptcy and the Agency continues to pursue collections of the outstanding accounts receivable.
The Agency anticipates these amounts will be collected in 2019, and therefore, reported this as
current in the statement of net position at December 31, 2018.
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4. Capital Assets
Capital asset activity for the year ended December 31, 2018 is as follows:

Balance Balance
1/1/18 Additions  Deletions 12/31/18

Capital assets:

Leasehold improvements $50,037 § -0- § -0-  $ 50,037

Total Capital Assets 50,037 -0- -0- 50,037
Less: accumulated amortization:

Leasehold improvements 1,164 6,982 -0- 8,146

Total Accumulated Amortization 1,164 § 6,982 § -0- 8,146

Total Net Capital Assets $ 48,873 $ 41,891

Capital asset activity for the year ended December 31, 2017 is as follows:

Balance Balance
1/1/17 Additions  Deletions 12/31/17

Capital assets:

Leasehold improvements $ -0- $50,037 $ -0-  $ 50,037

Total Capital Assets -0- 50,037 -0- 50,037
Less: accumulated amortization:

Leasehold improvements -0- 1,164 -0- 1,164

Total Accumulated Amortization -0- $ 1,164 $ -0- 1,164

Total Net Capital Assets  $ -0- $ 48,873

The Agency evaluates capital assets for prominent events or changes in circumstances 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.
During the year ended December 31, 2018, the Agency has not recorded any such impairment losses.

5. Revenues

During the years ended December 31, 2018 and 2017, the Agency adopted fee guidelines were as
follows:

a) A one-time non-refundable application fee of $1,500 per application.
b) Public hearing notice fee related to newspaper publications.

c) Single straight lease transactions: 1.25% of hard costs of total project costs plus 1% of
savings (PILOT, estimated sales tax, mortgage recording) all payable at closing.
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5. Revenues (continued)

d) Campus straight lease transactions: 1.25% of hard costs of the total project costs for newly
acquired buildings plus 1% of savings (PILOT, estimated sales tax, mortgage recording) all
payable at closing. Currently owned buildings are charged a fee equivalent to 1% of full value
(per current statements of taxes) plus 1.25% on equipment and renovations plus 1% of
combined savings (PILOT, estimated sales tax, mortgage recording) all payable at closing.

e) Current owner or lease expansion/extension (of $1 million plus): average per square footage
rate estimated based on recent deals similar in size and applied to the project's square
footage plus 1.25% of equipment and renovations plus 1% of savings.

f) Large developments projects over $30 million and bond schedule as follows:

e 1% of the bond project amount on the first $15 million
e 3 of 1% of the bond project amount between $15 - $25 million
e % of 1% of the bond project amount between $25 - $35 million
e 1 of 1% of the bond project amount over $35 million
In addition, a 75% of estimated savings, and annual reporting/compliance fee of $1,000 per
year for duration of PILOT/Bond.
g) Administrative fees as follows:

e Fees for project related services, such as mortgage modifications and terminations of
leases, are $2,500.

e Fees for amendments to leases, such as sales tax extensions and PILOT schedule
changes, are $5,000.

The following is a detail of the fee and service income received for the years ended December 31

2018 2017
Closing fee income $ 2,018,022 $ 1,612,222
Application fee income 21,000 28,500
Administrative fee income 106,500 82,500
Penalties and interest fee 21,115 31,881

Total Charges for Services $ 2,166,637 $ 1,755,103

6. Payments in Lieu of Taxes

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

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

At December 31, 2018 and 2017, the Agency billed and/or collected $709,027 and $1,739,251,
respectively, which are due to other governments for PILOT payments not yet remitted to the local
municipalities.
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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, 2018 and 2017, there were a series of Revenue Bonds and Notes outstanding
with an aggregate principal amount payable of $8,865,000 and $17,597,914, respectively.

Lease Commitments

The Agency provides financial assistance to private-sector companies and certain not-for-profit
organizations (the “companies”) in connection with the acquisition, renovation, reconstruction or re-
equipping of industrial and commercial facilities in accordance with its enabling legislation. In
conjunction with providing financial assistance, the Agency takes a leasehold or fee title interest as a
nominal owner in the facilities it is providing financial assistance to, which allows the Agency to pass
through tax and other incentives to such facilities. The Agency then leases or sub-leases the facilities
to the companies and the companies pay payments in lieu of taxes as part of its lease payments.

The lease terms usually expire in conjunction with the expiration of the period that financial
assistance is provided. The leasing transactions are not recorded in the accompanying financial
statements of the Agency. As of December 31, 2018 and 2017, there were 187 and 185, respectively,
of leases outstanding, at $1 or less per year.

Related Party Transactions

The Agency is a component unit of the Town of Babylon. The Agency’s office and storage space is
leased from the Town of Babylon. The lease agreement is for five years and expires in December 31,
2019, with an option to extend for an additional five years. During each of the years ended
December 31, 2018 and 2017, rent expense totaled $47,100. The lease commitment for the next year
will be paid in equal monthly instaliments of $3,925 ($47,100 annually).

During the year ended December 31, 2017, the Agency purchased a capital asset in the amount of
$123,986 which was subsequently donated to the Town of Babylon. The capital asset purchase was
reported in non-operating expenses for the year ended 2017.

Retirement System

Plan Description

The Agency participates in the New York State and Local Employees’ Retirement System
(the “System”), which is a cost sharing multiple-employer defined benefit pension plan. 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.

The Comptroller is an elected official determined in a direct statewide election and serves a four-year
term. System benefits are established under the provisions of the New York State Retirement and
Social Security Law (“NYSRSSL"). Once a public employer elects to participate in the System, the
election is irrevocable.
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10. Retirement System (continued)

Plan Description (continued)

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 New York State’s financial report as a pension trust fund. That report which includes
financial statements and required supplemental information, may be found at
http://www.osc.state.ny.us/retire/publications/index.php or obtained by writing to the New York State
and Local Retirement System, 110 State Street, Albany, New York 12244-0001.

Benefits Provided

The System provides retirement benefits as well as death and disability benefits.
Tiers 1 and 2

Eligibility: Tier 1 members, with the exception of those retiring under special retirement plans, must be
at least age 55 to be eligible to collect a retirement benefit, there is no minimum service requirement.
Tier 2 members, with the exception of those retiring under special retirement plans, must have five
years of service and be at least age 55 to be eligible to collect a retirement benefit. The age at which full
benefits may be collected for Tier 1 and Tier 2, is 55 and 62, respectively.

Benefit calculation: Generally, the benefit is 1.67% of final average salary for each year of service if the
member retires with less than 20 years. If the member retires with 20 or more years of service, the
benefit is 2% of final average salary for each year of service. Tier 2 members with five or more years of
service can retire as early as age 55 with reduced benefits. Tier 2 members age 55 or older with 30 or
more years of service can retire with no reduction in benefits. As a result of Article 19 of the NYSRSSL,
Tier 1 and Tier 2 members who worked continuously from April 1, 1999 through October 1, 2000
received an additional month of service credit for each year of credited service they have at retirement,
up to a maximum of 24 additional months.

Final average salary is the average of the wages earned in the three highest consecutive years. For
Tier 1 members who joined on or after June 17, 1971, each year of final average salary is limited to no
more than 20% of the previous year. For Tier 2 members, each year of final average salary is limited to
no more than 20% of the average of the previous two years.

Tiers 3, 4 and 5

Eligibility: Tier 3 and Tier 4 members, with the exception of those retiring under special retirement plans,
must have five years of service and be at least age 55 to be eligible to collect a retirement benefit. Tier
5 members, with the exception of those retiring under special retirement plans, must have ten years of
service and be at least 55 to be eligible to collect a retirement benefit. The full benefit age for Tiers 3, 4
and 5 is 62.
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10. Retirement System (continued)

Benefits Provided (continued)

Tiers 3, 4 and 5 (continued)

Benefit calculation: Generally, the benefit is 1.67% of final average salary for each year of service if the
member retires with less than 20 years. If a member retires with between 20 and 30 years of service,
the benefit is 2% of final average salary for each year of service. If a member retires with more than 30
years of service, an additional benefit of 1.5% of final average salary is applied for each year of service
over 30 years. Tier 3 and Tier 4 members with five or more years of service and Tier 5 members with
ten or more years of service can retire as early as age 55 with reduced benefits. Tier 3 and Tier 4
members age 55 or older with 30 or more years of service can retire with no reduction in benefits.

Final average salary is the average of the wages earned in the three highest consecutive years. For
Tiers 3, 4 and 5 members, each year of final average salary is limited to no more than 10% of the
average of the previous two years.

Tier 6

Eligibility: Tier 6 members, with the exception of those retiring under special retirement plans, must
have ten years of service and be at least age 55 to be eligible to collect a retirement benefit. The full
benefit age for Tier 6 members is age 63.

Benefit calculation: Generally, the benefit is 1.67% of final average salary for each year of service if the
member retires with less than 20 years. If a member retires with 20 years of service, the benefit is
1.75% of final average salary for each year of service. If a member retires with more than 20 years of
service, an additional benefit of 2% of final average salary is applied for each year of service over 20
years. Tier 6 members with ten or more years of service can retire as early as age 55 with reduced
benefits.

Final average salary is the average of the wages earned in the five highest consecutive years. For Tier
6 members, each year of final average salary is limited to no more than 10% of the average of the
previous four years.

Disability Retirement Benefits

Disability retirement benefits are available to members unable to perform their job duties because of
permanent physical or mental incapacity. There are three general types of disability benefits: ordinary,
performance of duty and accidental disability benefits. Eligibility, benefit amounts, and other rules such
as any offsets of other benefits depend on a member’s tier and years of service.

Ordinary Death Benefits

Death benefits are payable upon the death, before retirement, of a member who meets eligibility
requirements as set forth by law. The first $50,000 of an ordinary death benefit is paid in the form of
group term life insurance. The benefit is generally three times the member’s annual salary. For most
members, there is also a reduced post-retirement ordinary death benefit available.
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10. Retirement System (continued)

Benefits Provided (continued)

Post-Retirement Benefit Increases

A cost-of-living adjustment is provided annually to: (1) all pensioners who have attained age 62 and
have been retired for five years; (2) all pensioners who have attained age 55 and have been retired for
ten years; (3) all disability pensioners, regardless of age, who have been retired for five years;
(4) recipients of an accidental death benefit, regardless of age, who have been receiving such benefit
for five years; and (5) the spouse of a deceased retiree receiving a lifetime benefit under an option
elected by the retiree at retirement. An eligible spouse is entitled to one-half the cost-of-living
adjustment amount that would have been paid to the retiree when the retiree would have met the
eligibility criteria.

This cost-of-living adjustment is a percentage of the annual retirement benefit of the eligible member as
computed on a base benefit amount not to exceed $18,000 of the annual retirement benefit. The cost-
of-living percentage shall be 50% of the annual consumer price index as published by the U.S. Bureau
of Labor, but cannot be less than 1% or exceed 3%.

Contributions

Generally, Tiers 3, 4 and 5 members must contribute 3% of their salary to the System. As a result of
Article 10 of the NYSRSSL, eligible Tier 3 and Tier 4 employees, with a membership date on or after
July 27, 1976, who have ten or more years of membership or credited service with the System, are not
required to contribute. Members cannot be required to begin making contributions or to make increased
contributions beyond what was required when membership began. For Tier 6 members, the contribution
rate varies from 3% to 6% depending on salary. Generally, Tier 5 and Tier 6 members are required to
contribute for all years of service. Under the authority of the NYSRSSL, the Comptroller annually
certifies the actuarially determined rates expressly used in computing the employers’ contributions
based on salaries paid during the System’s fiscal year ending March 31.

The required contributions for the current and two preceding years were as follows:

Required Total
Contribution Payment
2018 $ 66,318 $ 66,318
2017 57,084 57,084
2016 49,778 49,778

The Agency is required to contribute at an actuarially determined rate. The actual contributions were
equal to 100% of the actuarially required amounts.

Pension Liabilities, Pension Expense, Deferred Qutflows and Deferred Inflows of Resources Related
to Pensions

At December 31, 2018 and 2017, the Agency reported a liability of $52,041 and $128,370,
respectively, for its proportionate share of the net pension liability for the System. The net pension
liability was measured as of March 31, 2018 and 2017, respectively, and the total pension liability
used to calculate the net pension liability was determined by an actuarial valuation as of April 1, 2017
and 2016, respectively. The Agency’s proportions of the net pension liability were based on a
projection of the Agency’s long-term share of contributions to the pension plan relative to the
projected contributions of all participating members, actuarially determined.
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10. Retirement System (continued)

Pension Liabilities, Pension Expense, Deferred Outflows and Deferred Inflows of Resources Related
to Pensions (continued)

Below is the Agency’s proportionate shares of the net pension liability of the System and the related
employer allocation percentage:

Change in
Agency's Allocation of the
Allocation of the System's Total Net
System's Total Pension Liability
Net Pension Net Pension since Prior
Measurement Date Liability Liability Measurement Date
March 31, 2018 $ 52,041 0.0016125% 0.0002463%
March 31, 2017 $ 128,370 0.0013662% 0.0001487%

There was no significant change in the Agency’s proportionate share from March 31, 2017 to
March 31, 2018.

For the years ended December 31, 2018 and 2017, the Agency recognized pension expense of
$72,111 and $68,038, respectively.

At December 31%, the Agency reported deferred outflows of resources related to pension from the
following sources:

Deferred Outflows of Resources

2018 2017

Differences between expected

and actual experience $ 18,561 $ 3,217
Changes of assumptions 34,508 43,856
Net difference between projected and

actual earnings on pension plan investments 75,586 25,641
Changes in proportion and differences

between the Agency's contributions and

proportionate share of contributions 15,075 5,769

Agency's contribution subsequent to
the measurement date 49,739 42,813

Total Deferred Outflows - Pension $ 193,469 $ 121,296
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Pension Liabilities, Pension Expense, Deferred Outflows and Deferred Inflows of Resources Related
to Pensions (continued)

At December 31%, the Agency reported deferred inflows of resources related to pension from the
following sources:

Deferred Inflows of Resources

2018 2017

Differences between expected

and actual experience $ 15,338  § 19,494
Net difference between projected and actual investment

earnings on pension plan investment 149,198 -0-
Changes in proportion and differences

between the Agency's contributions and

proportionate share of contributions 11,981 9,626

Total Deferred Inflows - Pension $ 176,517 § 29,120

The Agency’s contribution subsequent to the measurement date will be recognized as a reduction of
the net pension liability in the year ended December 31, 2019. Other amounts reported as deferred
outflows of resources and deferred inflows of resources related to pensions will be recognized in
pension expense as follows:

Plan years ending March 31, 2019 $ 11,132
2020 8,295

2021 (36,092)

2022 (16,122)

$ (82,787)

Actuarial Assumptions

The total pension liability as of the measurement date was determined by using an actuarial valuation
as of April 1, 2017 and April 1, 2016, respectively, with update procedures used to roll forward the
total pension liability to the measurement date. The actuarial valuations used the following actuarial
assumptions:

Measurement Date

March 31, 2018 March 31, 2017
Actuarial valuation date April 1, 2017 April 1, 2016
Investment rate of return” 7.0% 7.0%
Salary increases 3.8% 3.8%
Decrement tables April 1, 2010 - April 1, 2010 -
March 31, 2015 March 31, 2015
NYSERS's Experience ** NYSERS's Experience **
Cost-of-living adjustment 1.30% 1.30%

*Net of investment expense, including inflation.

**Annuitant mortality rates are based on the April 1, 2010 - March 31, 2015 System’s experience with adjustments for
mortality improvements based on the Society of Actuaries’ Scale MP-2014.
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10. Retirement System (continued)

Actuarial Assumptions (continued)

The actuarial assumptions used in the April 1, 2017 and April 1, 2016 valuations are based on the
results of an actuarial experience study for the periods April 1, 2010 - March 31, 2015.

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 as of March 31, 2018 and 2017 are summarized below:

March 31, 2018 March 31, 2017
Long-Term Long-Term
Target Expected Rate Target Expected Rate
Asset Class Allocation of Return Allocation of Return
Domestic equity 36.0% 4.55% 38.0% 4.55%
International equity 14.0% 6.35% 13.0% 6.35%
Private equity 10.0% 7.50% 10.0% 7.75%
Real estate 10.0% 5.55% 8.0% 5.80%
Absolute return strategies* 2.0% 3.75% 3.0% 4.00%
Opportunistic portfolio 3.0% 5.68% 3.0% 5.89%
Real assets 3.0% 5.29% 3.0% 5.54%
Bonds and mortgages 17.0% 1.31% 18.0% 1.31%
Cash 1.0% -0.25% 2.0% -0.25%
Inflation indexed bonds 4.0% 1.25% 2.0% 1.50%
100.0% 100.0%

The real rate of return is net of the long-term inflation assumption of 2.50%.

*Excludes equity-orientated long-only funds. For investment management purposes, these funds are included in domestic
equity and international equity.

Discount Rate

The discount rate used to calculate the total pension liability as of March 31, 2018 and 2017 was
7.0%. 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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10. Retirement System (continued)

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 net pension liability calculated using
the discount rate of 7.0% for the measurement dates of March 31, 2018 and 2017, 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-percentage point lower (6.0%) or 1-percentage point higher (8.0%) than the
current rate:

1% Current 1%
Decrease Assumption Increase
6.00% 7.00% 8.00%
Agency's proportionate share of the net
pension liability (asset) for:
Plan year ended March 31, 2018 $ 393,757 $ 52,041 $ (237,037)
Plan year ended March 31, 2017 409,990 128,370 (109,738)

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 (in thousands):

April 1, 2017 April 1, 2016
Employers' total pension liability $ 183,400,590 $ 177,400,586
Plan Fiduciary Net Position 180,173,145 168,004,363
Employers' net pension liability $ 3,227,445 $ 9,396,223
Ratio of plan fiduciary net position to the
Employers' total pension liability 98.24% 94.70%

Detailed information about the pension plan’s fiduciary net position is available in the System’s
separately issued financial statements.

11. Non-Current Liabilities
A summary of changes in non-current liabilities for the year ended December 31, 2018 as follows:

Balance Non-current

1/1/2018 Balance Liabilities Due Non-current
(Restated) Increases Reductions 12/31/2018 within One Year Liabilities
Compensated absences $ 94,963 $ 48,649 $ 22,116 $ 121,496 $ 49019 § 72,477
Other postemployment benefits* 500,010 81,046 76,888 504,168 -0- 504,168
Net pension liability -
proportionate share 128,370 8,162 84,491 52,041 -0- 52,041
Total Non-Current Liabilities _$ 723,343 $ 137,857 $ 183,495 $ 677,705 $ 49,019 $ 628,686

*1/1/2018 other postemployment benefits balance was restated for the cumulative effect of implementation of GASB
Statement No. 75 as described in Note 16.
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11. Non-Current Liabilities (continued)

A summary of changes in non-current liabilities for the year ended December 31, 2017 as follows:

Non-current

Balance Balance Liabilities Due Non-current
1/1/2017 Increases Reductions 12/31/2017 within One Year Liabilities
Compensated absences $ 73,736 $ 21,227 $ -0- $ 94,963 $ 24,716  $ 70,247
Other postemployment benefits 571,450 51,606 5,057 617,999 -0- 617,999
Net pension liability -
proportionate share 195,413 74,531 141,574 128,370 -0- 128,370
Total Non-Current Liabilities _$ 840,599 $ 147,364 $ 146,631 $ 841,332 $ 24,716 $ 816,616

12. Other Postemployment Benefits Obligation

In the basic financial statements, the cost of postemployment healthcare benefits, like the cost of
pension benefits, generally should be associated with the period in which the cost occurs, rather than
in the future year when it will be paid. The Agency recognizes the cost of postemployment healthcare
in the year when the employee services are received and provides information useful in assessing
potential demands on the Agency’s future cash flows.

Plan Description

The Agency’s employees are covered under the Town of Babylon’s defined other postemployment
benefit plan. No assets are accumulated in a trust that meets the criteria in paragraph 4 of GASB
Statement No. 75.

Per the individual contracts with employees and collective bargaining agreements, the Agency will
pay the premium costs for medical insurance coverage (currently provided by through the New York
State Empire Plan and HIP) and reimburse the Medicare Part B premiums at retirement for the retiree
and covered spouse provided the employee has met certain eligibility requirements. Eligibility and the
Agency’s cost share vary upon employee designation and date of hire as described below.

For Civil Service Employees Association members, eligibility requirements for coverage upon retirement
are: five consecutive years of service with the Agency and has attained the age of 55 years. The Agency
will contribute 100% of the premium for these eligible employees hired prior to November 1, 2009 and
85% of the premium for those hired after November 1, 2009.

For defined administrative personnel eligibility requirements for coverage upon retirement are: five
consecutive years of service with the Agency and has attained the age 55 for those hired prior to
November 1, 2009 and for those hired after November 1, 2009 twenty-five years of service and have
attained the age of 55 years. The Agency will contribute 100% of the premium for eligible retired
administrative employees.

The Town of Babylon, as administrator of the plan, does not issue a separate report.
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12. Other Postemployment Benefits Obligation (continued)

Emplovees Covered by Benefit Terms

The number of participants as of July 1, 2017, the effective date of the OPEB valuation, is as follows:

Inactive employees currently receiving benefits 1
Inactive employees entitled to but not yet receiving benefits  N/A
Active employees 5
Total 6

There have been no significant changes in the type of coverage since that date. The Agency had one
additional active employee as of December 31, 2018.

Total OPEB Liability

The Agency’s total OPEB liabilities of $504,168 and $617,999 as of December 31, 2018 and 2017,
respectively, were measured as of December 31% of each year and were determined by an actuarial
valuation as of January 1, 2017, with updating procedures used to rollforward the OPEB liabilities to
each measurement date.

Funding Policy

Contributions by the Agency may vary according to individual contracts and collective bargaining
agreements. Substantially all employees may become eligible for healthcare benefits if they reach
normal retirement age and length of service requirements while working for the Agency. The cost of
retiree healthcare benefits is recognized as an expense as premiums are paid by the Town of
Babylon and reimbursed by the Agency.

The Agency currently pays for other postemployment benefits on a pay-as-you-go basis.

Total OPEB Liability / Net OPEB Obligation / Annual Other Postemployment Benefit Cost

The Agency followed the requirements of GASB Statement No. 45 for the year ended December 31,
2017. The Agency’s annual other postemployment benefit cost for 2017 is calculated based on the
annual required contribution (ARC) of the employer, an amount which is 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.

The Agency adopted the requirements of GASB Statement No. 75, as required, effective January 1,
2018. Under GASB Statement No. 75, the total OPEB liability represents the sum of expected future
benefit payments which may be attributed to past service (or “earned”), discounted to the end of the
fiscal year using the current discount rate. The total OPEB liability is analogous to the Unfunded
Actuarial Accrued Liability (UAAL) under GASB Statement No. 45.
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12. Other Postemployment Benefits Obligation (continued)

The other postemployment benefit obligations as of December 31st are follows:

2018 2017
(GASB #75) (GASB #45)

Actuarial Accrued Liability (AAL)

Retired Employees N/A $ 85,041

Active Employees N/A 311,417
Total Actuarial Accrued Liability (AAL) N/A 396,458
Total OPEB Liabitity

Retired Employees $ 148,641 N/A

Active Employees 355,527 N/A
Total OPEB Liability 504,168 N/A
Actuarial Value of Plan Assets -0- -0-

Unfunded Accrued Liability (UAAL) / Net OPEB Liability $ 504,168 $ 396,458

Changes in the Total OPEB Liability / Net OPEB Liability

The following table shows the components of the other postemployment benefits liability for the year

ended December 31, 2018, as required by GASB Statement No. 75, which was implemented by the
Agency on January 1, 2018:

Other Postemployment Liability at the

Beginning of Year, as reported $ 617,999
Cumulative Effect of Implementation of GASB #75 (117,989)
Other Postemployment Liability at the

Beginning of Year, as restated 500,010
Changes for the Year:

Service Cost 61,925

Interest 19,121

Changes of Assumptions and Other Inputs (64,585)

Benefit Payments (12,303)

Net Changes 4,158

Other Postemployment Liability at the End of Year $ 504,168
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12. Other Postemployment Benefits Obligation (continued)

Changes in the Total OPEB Liability / Net OPEB Liability (continued)

The following table shows the components of the other postemployment benefits liability for year
ended December 31, 2017 under the requirements of GASB Statement No. 45:

Normal Cost $ 34,846
Amortization of Unfunded Actuarial Liability over 30 years 24,086
Interest 2,171
Annual Requirement Contribution (ARC) 61,103
Interest on Net OPEB Obligation 22,858
Adjustment to ARC (32,355)
Annual OPEB Cost 51,606
Less: Contributions (5,057)
Increase in Other Postemployment Benefit Liability 46,549
Other Postemployment Liability at the

Beginning of Year 571,450
Other Postemployment Liability at the End of Year $ 617,999
Percentage of Annual OPEB Cost Contribution 9.80%

Funded Status and Funding Progress

The percentage contributed for the 2017 year and preceding two years were:

Annual
Annual OPEB  Contribution Percentage Net OPEB
Cost Made Contributed Obligation
2017 % 51,606 $ 5,057 10% $ 617,999
2016 47,108 9,520 20% 571,450
2015 30,672 21,481 70% 533,862

Note: 2018 information is not presented as the Agency implemented GASB Statement No. 75 as of January 1,
2018.

The projected funded status of the plan as of December 31, 2017, based on the January 1, 2017
valuation is as follows:

Actuarial UAAL as a
Actuarial Accrued Unfunded Percentage
Actuarial Value of Liability AAL Funded Covered of Covered
Valuation Year Assets (AAL) (UAAL) Ratio Payroll Payroll
Date Ending (a) (b) (b-a) (a/b) (c) ({(b-a)/c)
1/1/2017 2017 $ -0- $ 396,458 $ 396,458 0% N/A N/A

Note: 2018 information is not presented as the Agency implemented GASB Statement No. 75 as of January 1,
2018.
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12. Other Postemployment Benefits Obligation (continued)

Funded Status and Funding Progress (continued)

The required schedule of funding progress can be found immediately following the notes, in required
supplementary information, and presents trend information about whether the actuarial value of plan
assets is increasing or decreasing over time relative to the actuarial accrued liability for benefits under
GASB Statement No. 45.

Actuarial Methods and Assumptions

The projection of future benefits for an ongoing plan involves estimates of the value of reported
amounts and assumptions about the probability of occurrence of future events far into the future.
Amounts determined regarding the funded status of a plan and the employer’s annual required
contributions are subject to continual revision as actual results are compared with past expectations
and new estimates are made about the future.

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

Total OPEB Liability - Year Ended December 31, 2018 under GASB Statement No. 75

The total OPEB liability was calculated using the entry age normal actuarial cost method. The
discount rate used in valuing the total OPEB liability was 3.44% as of January 1, 2018 and 4.10% as
of December 31, 2018, which is based on the Bond Buyer 20-Bond Index.

Mortality rates were based on sex-distinct mortality rates from tables 1 through 4, with a 60% weight
to white-collar experience and 40% to labor experience. Future mortality improvement were projected
using the Society of Actuaries Mortality Projection Scale MP-2014. Disability rates were based on
Tables 5 and 6 with similar projections of future mortality improvements. The valuation assumes a
8.0% (pre age 65) and a 5.0% (post age 65) healthcare cost trend for 2018, with an ultimate medical
trend rate of 5% to be reached in 2021 (pre age 65) and 2016 (post age 65).

OPEB Liability - Year Ended December 31, 2017 under GASB Statement No. 45

In the January 1, 2017 actuarial valuation the OPEB liability was computed using the projected unit
credit cost method and level percentage of projected payroll of active plan members on a closed
basis. The actuarial assumptions utilized a 4.00% discount rate and a 2.50% payroll growth rate.
The valuation assumes a 9.0% (pre age 65) and a 5.0% (post age 65) healthcare cost trend for 2017,
with an ultimate medical trend rate of 5% to be reached in 2021 (pre age 65) and 2016 (post age 65).
The remaining amortization period at December 31, 2017 was twenty-one years.
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12. Other Postemployment Benefits Obligation (continued)

Sensitivity of the Total OPEB Liability to Changes in the Discount Rate

The following presents the total OPEB liability of the Agency at December 31, 2018, as well as what
the Agency’s total OPEB liability would be if it were calculated using a discount rate that is 1-
percentage-point lower (3.10%) or 1-percentage-point higher (5.10%) then the current discount rate:

1% Current 1%
Decrease Discount Rate Increase
(3.10%) (4.10%) (5.10%)
Total OPEB Liability $ 606,691 $ 504,168 $ 424,636

Sensitivity of the Total OPEB Liability to Changes in the Healthcare Cost Trend Rates

Healthcare costs can be subject to considerable volatility over time. The following presents the effect
on the total OPEB liability at December 31, 2018 of a 1% change in the initial (8.00%) and ultimate
(5.00%) healthcare cost trend rates:

1% Healthcare 1%
Decrease Cost Trend Rates Increase
(7.00% to (8.00% to (9.00% to
4.00%) 5.00%) 6.00%)
Total OPEB Liability $ 403,362 $ 504,168 $ 643,176

OPEB Expense and Deferred Inflows of Resources Related to OPEB

For the years ended December 31, 2018 and 2017, the Agency recognized OPEB expenses of
$62,971 and $46,549. At December 31, 2018, as required with the implementation of GASB
Statement No. 75, the Agency reported deferred inflows of resources related to OPEB as shown
below:

Deferred Inflows
of Resources

Changes of assumptions or other inputs $ 58,813
Total Deferred Inflows - OPEB $ 58,813

The amounts reported as deferred inflows of resources related to OPEB will be recognized in OPEB
expense as follows:

For the years ending December 31,2019 § 5,772
2020 5,772

2021 5,772

2022 5,772

2023 5,772

Thereafter 29,953

$ 58,813
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Recapture of Benefits Payments

The Agency is empowered by its enabling legislation to grant various benefits in connection with
qualifying projects in order to provide financial assistance including (1) abatement of the property
taxes (2) exemptions from the imposition of sales and use taxes on purchases of materials and
equipment for use in connection with a project, and (3) exemption from mortgage recording tax.

However, to accomplish the public purposes of the Act, it is the policy of the Agency to grant benefits
with respect to a qualifying project only in return for a commitment from the business receiving the
Agency benefits to operate and maintain the project and employment thresholds. Failure to do so
could result in financial penalties being imposed on the business in the form of either reduction,
suspension, or recapture of benefits (a return of public benefits conferred by the Agency); the severity
of which is dependent upon the length of time the project is, in fact, operated and maintained
pursuant to the applicable project agreement. As required under the 2013 Budget Law, effective
beginning in March 2013, the Agency remits any applicable sales and use taxes recaptured to New
York State.

Recapture of payments in lieu of taxes and mortgage recording are distributed to the various taxing
jurisdictions and mortgage recording is remitted to the County.

During the years ended December 31, 2018 and 2017, the Agency imposed a recapture of benefits of
$2,355 and $324,121, respectively, which have been or will be remitted to the State, County and
various taxing jurisdictions. As of December 31, 2018 and 2017, the amounts of $54,696 and
$43,277, respectively, were included in accounts receivable.

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.

Subsequent Events

Subsequent to year end, the Agency entered into three agreements with local businesses to provide
certain financial assistance in the form of local property tax abatements, sales tax exemptions for
construction materials and equipment, and mortgage recording tax exemptions. As a result, the
Agency has recognized approximately $755,000 of fee income for the year ending December 31,
2019 as of the date of this report.

Changes in Accounting Principle

For the year ended December 31, 2018, the Agency implemented GASB Statement No. 75,
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions’. The
implementation of this Statement requires that the OPEB liability to be measured as the portion of
the present value of projected benefit payments to be provided to current active and inactive
employees that is attributed to those employees’ past periods of (total OPEB liability), less the
amount of the OPEB plan’s fiduciary net position. As a result, the Agency’s January 1, 2018 net
position was restated by $117,989 for the decrease in the total OPEB liability from $617,999 to
$500,010.
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17. New Pronouncements

The following statements have been issued by the GASB and are to be implemented in future years, as
applicable:

Statement No. 84, “Fiduciary Activities” establishes criteria for identifying fiduciary activities of all state
and local governments. The criteria focus is generally on (1) whether a government is controlling the
assets of the fiduciary activity, and (2) the beneficiaries with whom a fiduciary relationship exists. The
Statement establishes the four fiduciary funds that should be reported (as applicable): (1) pension and
other employee benefit trust funds, (2) investment trust funds, (3) private purpose trust funds, and
(4) custodial funds. The requirements of this Statement are effective for reporting periods beginning
after December 15, 2018.

Statement No. 87, “Leases” establishes accounting and financial reporting of leases. It requires the
recognition of certain lease assets and liabilities for leases that were previously classified as operating
leases. For leases with terms in-excess of 12 months, the Statement requires the leases to recognize a
lease liability and an intangible right-to-use lease asset, and a lessor is required to recognize a lease
receivable and a deferred inflow of resources. The requirements of this Statement are effective for
reporting periods beginning after December 15, 2019.

Statement No. 89, “Accounting for Interest Cost Incurred before the End of a Construction Period”
requires that interest costs incurred before the end of a construction period be recognized as an
expense. As a result, interest cost incurred before the end of a construction period will not be included
in the historical cost of a capital asset recorded in a business-type activity or enterprise fund. The
requirements of this Statement are effective for reporting periods beginning after December 15, 2019.

Statement No. 90, “Majority Equity Interests - an Amendment of GASB Statements No. 14 and 617
provides guidance regarding the accounting and financial reporting of a government’s majority
equity interest in a legally separate organization. The requirements of this Statement are effective
for reporting periods beginning after December 15, 2018.

The Agency is currently evaluating the impact of the above pronouncements.
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December 31, 2018 and 2017

Actuarial UAAL as a
Actuarial Accrued Unfunded Percentage
Actuarial Value of Liability AAL Funded Covered of Covered
Valuation Year Assets (AAL) (UAAL) Ratio Payroll Payroll
Date Ending (a) (b) (b-a) {(a/b) (c) {(b-a) / )
1/1/2017 2017 -0- $ 396,458 $ 396,458 0% $ 505,078 127%
1/1/2015 2016* -0- 515,981 515,981 0% 452,564 88%
1/1/2015 2015 -0- 494,379 494,379 0% 386,557 78%
1/1/2013 2014* -0- 745,608 745,608 0% 386,057 52%
1/1/2013 2013 -0- 753,576 753,576 0% N/A N/A
1/1/2011 2012* -0- 753,855 753,855 0% N/A N/A
1/1/2011 2011 -0- 710,903 710,903 0% N/A N/A

* Based on roll-forward information.

N/A - Information is not available.

Note:

This schedule is required by GASB Statement No. 45 "Accounting and Financial Reporting by Employers for
Postemployment Benefits Other than Pensions”. Effective January 1, 2018, the Agency implemented GASB
Statement No. 75 which amended GASB Statement No. 45. Accordingly, this schedule only presents information
through December 31, 2017.
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POSTEMPLOYMENT BENEFIT LIABILITY AND RELATED RATIOS
For the Year Ended December 31, 2018

Total OPEB Liability

Service Cost $ 61,925

Interest on total OPEB liability 19,121
Changes of assumptions or other inputs (64,585)
Benefit payments (12,303)
Net Changes in Total OPEB Liability 4,158

Total OPEB Liability, beginning as restated 500,010

Total OPEB Liability, Ending $ 504,168

Covered-employee payroll 686,931

Total OPEB Liability as a Percentage of
Covered-employee Payroll 73%

Notes to Schedule:

The above schedule is required under GASB Statement No. 75. The Agency adopted Statement, as required, as of January 1, 2018.
Information prior to 2018 was not available.

No assets are accumulated in a trust that meets the criteria in GASB Statement No. 75, paragraph 4, to pay other postemployment
benefits (OPEB).

The Agency currently contributes enough money to the plan to satisfy current obligations on a pay-as-you-go basis.

Changes of Assumptions

Changes of assumptions and other inputs reflect the effects of changes in the discount rate each period.

The following are the discount rates used in each period:

2018 4.10%
2017 3.44%

Change in Actuarial Cost Method

The Agency adopted GASB Statement No. 75 in the year ended December 31, 2018 and continues to use the entry age normal as a
percentage of payroll, the prescribed method under GASB Statement No. 75.
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TOWN OF BABYLON INDUSTRIAL DEVELOPMENT AGENCY
SCHEDULE OF PROPORTIONATE SHARE OF THE NET PENSION LIABILITY
December 31, 2018 and 2017

2018 2017 2016 2015 2014

Agency's proportion of the collective net pension

liability 0.0016125% 0.0013662% 0.0012175% 0.0016076% 0.0016076%
Agency's proportionate share of the net collective

pension liability $ 52,041 $ 128,370 $ 195413 § 54,308 $ 72,645
Agency's covered-employee payroll $ 606,159 $ 451,937 § 386,404 § 386,183 $ 379,236
Agency's proportionate share of the net collective

pension liability as a percentage of its covered -

employee payroll 8.59% 28.40% 50.57% 14.06% 19.16%
Plan fiduciary net position as a percentage of the

total pension liability coming from plan 98.24% 94.70% 90.68% 97.95% 97.20%

Notes:

Information prior to 2014 was not available. Additional years will be included as information becomes available.
Amounts presented above were determined as of the System's measurement date of March 31st.

There were no significant changes in benefits for the years presented above.

Changes in assumptions were as follows:

a) The interest (discount) rate was lowered from 7.5% to 7.0% in the actuarial valuation used in the System's March 31, 2016
financial statements.

b) The inflation rate was lowered from 2.7% to 2.5% in the actuarial valuation used in the System's March 31, 2016 financial statements.
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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 Board of Directors
Town of Babylon Industrial Development Agency
Babylon, New York

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States, the financial statements of the Town of Babylon
Industrial Development Agency (the “Agency”), a component unit of the Town of Babylon, New York, as
of and for the year ended December 31, 2018 and the related notes to the financial statements, which
collectively comprise the Agency’s basic financial statements, and have issued our report thereon dated
March 27, 2019.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Agency's internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Agency's internal control. Accordingly, we
do not express an opinion on the effectiveness of the Agency's internal control.

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

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 the audit performed in accordance with
Government Auditing Standards in considering the Agency’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.
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CERTIFIED PUBLIC ACCOUNTANTs

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
WITH TOWN OF BABYLON INDUSTRIAL DEVELOPMENT AGENCY
INVESTMENT POLICY

Honorable Board of Directors
Town of Babylon Industrial Development Agency
Babylon, New York

Report

We have examined the Town of Babylon Industrial Development Agency’s (the “Agency”), a component
unit of the Town of Babylon, New York, and compliance with the Agency’s investment policy during the
period January 1, 2018 through December 31, 2018.

Management’s Responsibility

Management is responsible for the Agency’s compliance with those requirements.

Auditors’ Responsibility

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.

Opinion

In our opinion, the Agency complied, in all material respects, with the aforementioned requirements
during the period January 1, 2018 through December 31, 2018.

Other Matters

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.
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