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INDEPENDENT AUDITOR'S REPORT

To the Members of the Board of Directors
Suffolk County Landbank Corporation
Hauppauge, New York

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and major
fund of the Suffolk County Landbank Corporation (the Corporation), as of and for the year ended
December 31, 2016, and the related notes to the financial statements, which collectively
comprise the Corporation'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.

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity'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 entity's internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

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

An Independent Member of the BDO Alliance USA
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To the Members of the Board of Directors
Suffolk County Landbank Corporation
Hauppauge, New York

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and major fund of the Corporation
as of December 31, 2016 and the respective changes in financial position thereof for the year
then ended in accordance with accounting principles generally accepted in the United States of
America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management's Discussion and Analysis on pages 3 through 6 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 Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March
29, 2017, on our consideration of the Corporation’s internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing and not to
provide an opinion on internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Corporation's internal control over financial reporting and compliance.

%‘L\_O_Qba_,—\é M— C,P..D\ .(P'C .

Brightwaters, New York
March 29, 2017
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SUFFOLK COUNTY LANDBANK CORPORATION
MANAGEMENT’S DISCUSSION AND ANALYSIS
Year Ended December 31, 2016

The following is a discussion and analysis of the Suffolk County Landbank Corporation’s (the “Corporation”)
financial performance, which provides an overview of the Corporation’s financial activities for the year ended
December 31, 2016. Please read this in conjunction with the Corporation’s financial statements, which
immediately follow this section.
FINANCIAL HIGHLIGHTS

e The Corporation’s assets exceeded its liabilities by $1,114,222 (total net position) for the current year
ended.

e The Corporation’s total net position increased by $493,205.
e The Corporation’s governmental fund reported total ending fund balance of $301,164.
OVERVIEW OF THE FINANCIAL STATEMENTS

The Corporation’s annual report is presented in two parts; management’s discussion and analysis (this
section), and the basic financial statements.

The basic financial statements include government-wide financial statements, fund financial statements, and
notes that provide more detailed information to supplement the basic financial statements.

Reporting on the Corporation as a Whole

The government-wide financial statements are designed to present an overall picture of the financial position of
the Corporation and start on page 7. These statements consist of the statement of net position and the
statement of activities, which are prepared using the economic resources measurement focus and the accrual
basis of accounting. This means that all the current year’s revenues and expenses are included, regardless of
when cash is received or paid, producing a view of financial position similar to that presented by most private-
sector companies.

The statement of net position reports all assets, liabilities, deferred outflows/inflows of resources (if any), and
net position. The net position is displayed as one of two categories: restricted and unrestricted. Over time,
changes in the Corporation’s net position are one indicator of whether its financial health is improving or
deteriorating. The reader should consider other non-financial factors, such as regulatory changes to assess the
overall health of the Corporation.

The statement of activities focuses on both the gross and net cost of various activities; these costs are
primarily funded by the Corporation’s revenues. This statement summarizes the cost of providing specific
government services, and includes all current year revenues and expenses.

Reporting on the Corporation’s Most Significant Fund

The fund financial statements begin on page 9 and provide detailed information about the most significant fund
— not the Corporation as a whole. The Board of Directors (the “Board”) established funds to help it control and
manage money for particular purposes and to demonstrate that it is meeting legal responsibilities for using
certain money.
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SUFFOLK COUNTY LANDBANK CORPORATION
MANAGEMENT’S DISCUSSION AND ANALYSIS
Year Ended December 31, 2016
OVERVIEW OF THE FINANCIAL STATEMENTS (continued)

Reporting on the Corporation’s Most Significant Fund (continued)

o Governmental funds - The Corporation’s basic services are reported in governmental funds, which focus
on how money flows into and out of those funds and the balances left at year-end that are available for
spending. These funds are reported using an accounting method called modified accrual accounting, which
measures cash and all other financial assets that can readily be converted to cash. The governmental fund
statements provide a detailed short-term view of the Corporation’s general government operations. We
describe the relationship (or differences) between governmental activities (reported in the statement of net
position and the statement of activities) and governmental funds in reconciliations on pages 9 and 10.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the information provided in
the government-wide and fund financial statements. The notes to the basic financial statements can be found
beginning with page 11.

FINANCIAL ANALYSIS OF THE CORPORATION AS A WHOLE

Our analysis below focuses on the net position and changes in net position of the Corporation as a whole.

Net Position

Condensed Statement of Net Position
Governmental Activities
As of December 31,

2016 2015
Assets
Current and other assets $ 1,744,821 $ 879,404
Total Assets 1,744,821 879,404
Liabilities
Current liabilities 630,599 258,387
Total Liabilities 630,599 258,387
Net Position
Unrestricted 1,114,222 621,017
Total Net Position  $ 1,114,222 $ 621,017

Total assets as of December 31, 2016 were $1,744,821, an increase of $865,417 from the prior year. This
increase is due to the increase in cash due to advanced grant receipts received that were not spent prior to
year-end, as well as the sale of one of the buildings held for resale and an increase in land and buildings held
for resale due to purchases and improvements during the year.

Total liabilities as of December 31, 2016 were $630,599, an increase of $372,212 from the prior year. This
increase is primarily due to an increase in unearned revenues due to grant advances received that were not
earned prior to year-end. The overall net position increased over the prior year by $493,205 to a current net
position of $1,114,222.
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SUFFOLK COUNTY LANDBANK CORPORATION
MANAGEMENT’S DISCUSSION AND ANALYSIS
Year Ended December 31, 2016
FINANCIAL ANALYSIS OF THE CORPORATION AS A WHOLE (continued)

Changes in Net Position

Condensed Statement of Activities
Governmental Activities

Year ended Year ended
December 31, 2016 December 31, 2015
Revenues
Program Revenues
Operating grants and contributions $ 968,341 $ 831,618
Total Program Revenues 968,341 831,618
General Revenues
Interest on investments 401 1,525
Total General Revenues 401 1,525
Total Revenues 968,742 833,143
Expenses
Home and community services 475,537 212,139
Total Expenses 475,537 212,139
Increase in Net Position 493,205 621,004
Net Position at Beginning of Year 621,017 13
Net Position at End of Year $ 1,114,222 $ 621,017

For the year ended December 31, 2016, program revenues were $968,341, an increase of $136,723 from the
prior year. The increase is primarily attributable to additional state and federal grant funds received and earned
in 2016. General revenues were $401, a decrease primarily due to a reduction in interest earnings. For the year
ended December 31, 2016, expenses totaled $475,537, an increase of $263,398. This increase is primarily due
to the increase in program activity which resulted in the increase in expenses as compared to prior year. As a
result of revenues exceeding expenses, the net position for the year ended December 31, 2016 increased by
$493,205.

FINANCIAL ANALYSIS OF THE CORPORATION’'S FUNDS

Governmental Funds

The focus of the Corporation’s governmental funds is to provide information on short-term inflows, outflows,
and balances of expendable resources. Such information is useful in assessing the Corporation’s financing
requirements.

At December 31, 2016, the Corporation’s governmental funds reported combined ending fund balances of
$301,164, an increase of $299,651. The entire amount constitutes unassigned fund balance, which is available
for spending at the Corporation’s discretion.
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SUFFOLK COUNTY LANDBANK CORPORATION
MANAGEMENT’S DISCUSSION AND ANALYSIS
Year Ended December 31, 2016

FINANCIAL ANALYSIS OF THE CORPORATION'S FUNDS (continued)
General Fund

The general fund is the principal operating fund of the Corporation. At December 31, 2016, unassigned fund
balance of the general fund was $301,164. The fund balance of the Corporation’s general fund increased by
$299,651 for the year ended December 31, 2016.

FUTURE ECONOMIC FACTORS

The Corporation is the recipient of a grant from the NYS Office of the Attorney General and as of December
31, 2016, all of the available grant funds have not been utilized. These funds will be used during the 2017
calendar year. The purpose of these grant funds is to acquire, rehabilitate and re-sell, vacant, bank foreclosed
residential properties.

ADDITIONAL FINANCIAL INFORMATION

This financial report is designed to provide the Corporation’s interested parties with an overview of the
Corporation’s financial operations and financial condition. Should the reader have questions regarding the
information included in this report or wish to request additional financial information, please contact the Suffolk
County Landbank Corporation, H. Lee Dennison Building, 2" Floor, 100 Veterans Memorial Highway, P.O. Box
6100, Hauppauge, New York 11788-0099, Attention: Amy Keyes.
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SUFFOLK COUNTY LANDBANK CORPORATION
GOVERNMENT-WIDE FINANCIAL STATEMENT
STATEMENT OF NET POSITION
December 31, 2016

ASSETS

Current Assets:
Cash and cash equivalents
Accounts receivable
Land and buildings held for resale

Total Current Assets

Total Assets

LIABILITIES
Current Liabilities:
Accounts payable and accrued liabilities
Due to other governments
Unearned revenue

Total Current Liabilities

Total Liabilities

NET POSITION
Unrestricted

Total Net Position

See accompanying notes.

$

931,216
547
813,058

1,744,821

1,744,821

42,777
56,398
531,424

630,599

630,599

1,114,222

$

1,114,222
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SUFFOLK COUNTY LANDBANK CORPORATION
GOVERNMENT-WIDE FINANCIAL STATEMENT
STATEMENT OF ACTIVITIES
Year Ended December 31, 2016

Program Revenues

Operating Grants

Net Revenue
and Changes in

Expenses and Contributions Net Position
Home and community services  $ 475,537 $ 968,341 492,804
Total $ 475,537 $ 968,341 492,804
Interest on investments 401
Total General Revenues 401
Change in Net Position 493,205
Net Position at Beginning of Year 621,017
Net Position at End of Year 1,114,222

See accompanying notes.
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SUFFOLK COUNTY LANDBANK CORPORATION
GOVERNMENTAL FUND
BALANCE SHEET
December 31, 2016

General
Fund
ASSETS

Cash and cash equivalents $ 931,216
Accounts receivable 547
Total Assets 931,763

LIABILITIES
Accounts payable and accrued liabilities 42,777
Due to other governments 56,398
Unearned revenue 531,424
Total Liabilities 630,599

FUND BALANCES

Unassigned 301,164
Total Fund Balances 301,164
Total Liabilities and Fund Balances  $ 931,763

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
December 31, 2016

Total Fund Balance - Governmental Fund $ 301,164

Amounts reported for governmental activities in the statement of net
position are different because:

Land and buildings held for resale is not a financial resource and is,
therefore, not reported in the funds. 813,058

Net Position of Governmental Activities — $ 1,114,222

See accompanying notes.
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SUFFOLK COUNTY LANDBANK CORPORATION
GOVERNMENTAL FUND
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE
Year Ended December 31, 2016

General
Fund
REVENUES

State aid - NYS grant $ 907,794
Federal aid - HOME grant 60,000
Interest on investments 401
Sale of land and buildings held for resale 299,500
Miscellaneous local sources 547
Total Revenues 1,268,242

EXPENDITURES
Home and community services 968,591
Total Expenditures 968,591
Net Change in Fund Balances 299,651
Fund Balances at Beginning of Year 1,513
Fund Balances at End of Year $ 301,164

RECONCILIATION OF THE GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

TO THE STATEMENT OF ACTIVITIES
Year Ended December 31, 2016

Net Change in Fund Balances $ 299,651

Amounts reported for governmental activities in the statement of
activities are different because:

Governmental funds report purchases and improvements to land
and buildings held for resale as expenditures; however, in the
statement of activities, the cost of those purchases and
improvements are reported as land and buildings held for resale
until sold. Governmental funds report sales of land and buildings
held for resale as revenues, while the statement of activities reports
a gain or loss on the disposition of the asset.

The net effect of various transactions involving land and
buildings held for resale is to increase net position. 193,554

Change in Net Position of Governmental Activities $ 493,205

See accompanying notes.
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SUFFOLK COUNTY LANDBANK CORPORATION
NOTES TO FINANCIAL STATEMENT
December 31, 2016

A. ORGANIZATION

The Suffolk County Landbank Corporation (the “Corporation”) is a not-for-profit corporation incorporated
under the provisions of Article 16 of the New York Not-For-Profit Corporation Law. Although legally separate
from and independent of the County of Suffolk (the “County”), New York, the Corporation is considered an
affiliated organization. The Corporation is being reported as a blended component unit for financial reporting
purposes in the County’s financial statements.

The Board of Directors (the “Board”) of the Corporation has seven Directors. One Director is appointed by
the majority leader of the County Legislature; One Director is appointed by the minority leader of the County
Legislature; One Director shall be the President of the Suffolk County Town Supervisors’ Association, or a
successor organization; One Director shall be a representative of an economic development organization in
Suffolk County, selected by the County Executive of Suffolk County, with the approval of the Legislature;
One Director shall be appointed by the County Executive; One Director shall be the County Director of Real
Estate; and One Director shall be the Commissioner of the Suffolk County Department of Economic
Development and Planning.

B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Corporation have been prepared in conformity with accounting principles
generally accepted in the United States of America (“GAAP”) as applied to governmental units. The
Governmental Accounting Standards Board (“GASB”) is the accepted standard setting body for establishing
governmental accounting and financial reporting principles.

The more significant of the Corporation's accounting policies are described below.

1. BASIS OF PRESENTATION

The Corporation’s basic financial statements include both government-wide (reporting on the
Corporation as a whole) and fund financial statements (reporting on the Corporation’s most significant
funds).

Government-Wide Financial Statements

The government-wide financial statements, the statement of net position and the statement of activities,
display information about the Corporation as a whole. These statements include the financial activities of
the overall government. Eliminations of internal activity (if any) have been made in these statements. All
of the activities of the Corporation are considered governmental activities.

In the government-wide statement of net position, the Corporation’s governmental activities are
presented on a consolidated basis and are reported on a full accrual, economic resource basis, which
recognizes all long-term assets and receivables as well as long-term debt and obligations. The
Corporation’s net position is reported in two parts — restricted net position (if any) and unrestricted net
position.

The government-wide statement of activities demonstrates the degree to which the direct expenses of a
given function are offset by program revenue. Program revenue includes grants and contributions that
are restricted to meeting the operational requirements of a particular function. Other items not properly
included among program revenues are reported as general revenues.

The government-wide financial statements focus more on the sustainability of the Corporation as an
entity and the change in the Corporation’s net position resulting from the current year’s activities.
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SUFFOLK COUNTY LANDBANK CORPORATION
NOTES TO FINANCIAL STATEMENT
December 31, 2016

B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

1.

BASIS OF PRESENTATION (continued)
Fund Financial Statements

Fund financial statements report detailed information about the Corporation. The focus of governmental
financial statements is on major funds rather than reporting funds by type. Each major fund (if
applicable) is presented in a separate column. Non-major funds (if any) are aggregated and presented in
a single column. The Corporation has presented all funds as major funds.

The funds of the Corporation are considered a separate accounting entity. The operations of each fund
are accounted for with a separate set of self-balancing accounts that comprise its assets, deferred
outflows of resources, liabilities, deferred inflows of resources, fund equity, revenues, and expenditures,
which are segregated for the purpose of carrying on specific activities or attaining certain objectives in
accordance with special regulations, restrictions or limitations.

Governmental Funds — Governmental funds are those through which most governmental functions are
financed. The acquisition, use and balances of expendable financial resources and the related liabilities
are accounted for through governmental funds. The measurement focus of the governmental funds is
upon determination of financial position and changes in financial position.

The Corporation reports the following major governmental fund:

General Fund — is the principal operating fund of the Corporation which records all financial activity
not required to be included in other funds.

BASIS OF ACCOUNTING/MEASUREMENT FOCUS

The financial statements of the Corporation are prepared in accordance with GAAP. The Corporation’s
reporting entity applies all relevant GASB pronouncements.

Measurement focus refers to what is being measured, where as the basis of accounting refers to when
revenues and expenditures 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.

In the government-wide statements, governmental activities are presented using the economic
resources measurement focus and are presented using the accrual basis of accounting. Under the
accrual basis of accounting, revenues are recognized when earned and expenses are recorded when
the liability is incurred or economic asset used. Revenues, expenses, gains, losses, assets, deferred
outflows of resources, liabilities, and deferred inflows of resources resulting from exchange and
exchange-like transactions are recognized when the exchange takes place.

In the fund financial statements, governmental funds use a current financial resources measurement
focus and are accounted for using the modified accrual basis of accounting. Under the modified accrual
basis of accounting, revenues are recognized when susceptible to accrual (measurable and available to
finance current operations). “Measurable” means the amount of the transaction can be determined and
“available” means collectible within the current period or soon enough thereafter to pay liabilities of the
current period. The Corporation considers all revenues available if they are collected within 60 days after
the year end. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, certain long-term obligations (if any) are recorded when payment is due. In those
instances where expenditures are the prime factor in determining eligibility for state and federal grants,
revenues are recognized when the expenditure is incurred.
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SUFFOLK COUNTY LANDBANK CORPORATION
NOTES TO FINANCIAL STATEMENT
December 31, 2016

B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3. ASSETS, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, LIABILITIES, NET POSITION AND
FUND BALANCE

CASH, CASH EQUIVALENTS AND INVESTMENTS
The Corporation’s cash and cash equivalents consist of demand deposits.

The Corporation has adopted an investment policy which authorizes its treasurer to invest monies not
required for immediate expenditure for terms not to exceed its projected cash flow needs in the following
types of investments:

e Special time deposit accounts.

e Certificates of deposit.

e Obligations guaranteed by agencies of the United States of America where the payment of principal
and interest are guaranteed by the United States of America.

e Obligations of the State of New York, to the extent that no more than 25% of invested monies shall
be invested in obligations of the State of New York

e Obligations issued pursuant to Local Finance Law § 24 or 25 (with approval of the State Comptroller)
by any municipality, school district, or district corporation other than the Suffolk County Landbank
Corporation, to the extent that no more than 15% of invested monies shall be invested in obligations
issued pursuant to Local Finance Law § 24 or 25.

e Participation in a cooperative investment program with another authorized governmental entity
pursuant to Article 5-G of the General Municipal Law where such program meets all the
requirements set forth in the Office of the State Comptroller Opinion No. 88-46 and the specific
investment program has been authorized by the Suffolk County Landbank Corporation Board of
Directors, to the extent that no more than 15% of invested monies, exclusive of trust and agency
funds, shall be invested in obligations issued by any one approved cooperative investment program.

All deposits of the Suffolk County Landbank Corporation in excess of the amount insured under the
provisions of the Federal Deposit Insurance Act shall be secured by collateral comprised of eligible
securities.

The Corporation had no investments at December 31, 2016.
LAND AND BUILDINGS HELD FOR RESALE

Land and buildings acquired for rehabilitation and held for resale are valued at the lower of cost or net
realizable value and are recorded in the statement of net position. Contributions to other entities or
losses from sales are classified by the function that generates them and are treated as home and
community service expenses. Gains from sales are revenues related to home and community service
and are included in program income, if any.

DUE TO OTHER GOVERNMENTS

Amounts due to other governments are for services provided to the Corporation by other municipalities.
UNEARNED REVENUE

Unearned revenue arises when resources are received by the Corporation before it has a legal claim to
them, as when grant monies are received prior to the incurrence of qualifying expenditures. In

subsequent periods, when the Corporation has legal claim to the resources, the liability for unearned
revenue is removed and revenues are recognized.
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SUFFOLK COUNTY LANDBANK CORPORATION
NOTES TO FINANCIAL STATEMENT
December 31, 2016

B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3. ASSETS, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, LIABILITIES, NET POSITION AND
FUND BALANCE (continued)

NET POSITION AND FUND BALANCE CLASSIFICATIONS

In the government-wide statements, equity net position (deficit) is displayed in two components:

a.

Restricted component of net position — consists of restricted assets reduced by liabilities and
deferred inflows of resources related to those assets. Generally, a liability relates to restricted assets
if the asset results from a resource flow that also results in the recognition of a liability or if the
liability will be liquidated with the restricted assets reported. Net position should be reported as
restricted when constraints placed on net position use are either (1) external groups such as
creditors, grantors, contributors, or laws or regulations of other governments; or (2) law through
constitutional provisions or enabling legislation. As of December 31, 2016, the Corporation has no
restricted component of net position.

Unrestricted component of net position — is the net amount of assets, deferred outflows of
resources, liabilities, and deferred inflows of resources that are not included in the determination of
the restricted component of net position. The balance of unrestricted net position is $1,114,222 as of
December 31, 2016.

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

In the Corporation’s fund financial statements, there are two classifications of fund balance:

Restricted — Includes amounts with constraints placed on the use of resources either externally
imposed by creditors, grantors, contributors or laws or regulations of other governments; or imposed
by law through constitutional provisions or enabling legislation. There is currently no balance in this
classification.

Unassigned - Includes all other general fund net position that does not meet the definition of the other
classifications and is deemed to be available for general use by the Corporation. The balance of
unassigned fund balance in the general fund is $301,164 as of December 31, 2016.

Order of Use of Restricted and Unrestricted Funds

In circumstances where an expenditure is incurred for a purpose for which amounts are available in
multiple fund balance classifications, the Board will assess the current financial condition of the
Corporation and then determine the order of application of expenditures to which fund balance
classification will be charged. It is the intention of the Board that the expenditure is to be spent first
from the restricted fund balance to the extent appropriated and then from the unassigned fund
balance.

4. 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 disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.
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SUFFOLK COUNTY LANDBANK CORPORATION
NOTES TO FINANCIAL STATEMENT
December 31, 2016
B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
5. ADOPTED PRONOUNCEMENT
The Corporation has adopted all of the current statements of the GASB that are applicable.
C. DETAIL NOTES ON ALL FUNDS
1. CASH AND CASH EQUIVALENTS
Custodial Credit Risk — Deposits— Custodial credit risk for deposits exists when, in the event of the

failure of the counterparty, the Corporation will not be able to recover the value of its deposits 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,

e 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 Corporation’s name.

At December 31, 2016, the Corporation’'s bank balances were $933,430. Of the Corporation’s bank
balances, $281,589 was covered by federal deposit insurance and $651,841 was secured by collateral held
in the Corporation’s name by the Corporation’s agency, a third party financial institution.

2. LAND AND BUILDINGS HELD FOR RESALE

During the year ended December 31, 2016, the Corporation made purchases and improvements of
$591,834, The Corporation sold one property at a value of $306,631 donated one property at a value of
$29,550 and reduced the holding value of two properties by $62,099 to net realizable value. The changes in
land and buildings held for resale were as follows:

Balance Balance
1/1/16 Additions Reductions 12/31/16

$ 619,504 $ 591,834 $ (398,280) ¢ 813,058
3. RELATED PARTY TRANSACTION

The Corporation is a component unit of the County of Suffolk, New York (the “County”). During the year
ended December 31, 2016, the Corporation received four tax lien certificates from the County, these liens
will be sold and the proceeds will be distributed per the agreement with the County and several other
governmental organizations. The Corporation also utilizes County personnel for various administrative
duties throughout the year. The total value of salary and fringe benefits attributable to County employees as
a percentage of time spent on the Corporation activities was $107,188 for the year ended December 31,
2016. Of this amount, the Corporation reimbursed the County a total of $50,790 and $ 56,398 is included in
due to other governments at December 31, 2016. The total value is reported as home and community
services on the financial statements.
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D. COMMITMENTS AND CONTINGENCIES
1. COMMITMENTS

The Corporation has contracted with various entities to provide property rehabilitation. Expenditures for
such commitments are recorded in the period in which the liability is incurred.

The Corporation has a Memorandum of Understanding (“MOU”) with the County. Per the MOU, excess
proceeds from the sale of tax liens transferred from the County, after all contractual obligations have been
paid or satisfied, will be used to reimburse the County for County staff time and operating costs that have
not been reimbursed through other means. In 2015, the County Legislature amended its legislation to allow
the Corporation to retain a working capital fund of no greater than $500,000 from the sale of tax liens.

2. GRANTS

The Corporation has received grants which are subject to audit by agencies. Such audits may result in
disallowances and a request for a return of funds to the agency. The Corporation’s management believes
disallowance, if any, will be immaterial.

E. NEW PRONOUNCEMENT

Statement No. 80, “Blending Requirements for Certain Component Units — an Amendment of Statement No.14,”
the objective of which is to improve financial reporting by clarifying the financial statement presentation
requirements for certain component units. The requirements of this Statement are effective for financial
statements for periods beginning after June 15, 2016.

The Corporation is currently evaluating the impact of the above pronouncement.
F. SUBSEQUENT EVENTS

In January and February 2017 the Corporation sold two properties held for resale for a total of $160,000 and
$198,000. In February 2017 the Corporation entered into an agreement for the sale of a tax lien on a brownfield
property. In March 2017 the Corporation sold a tax lien on a brownfield property for $120,000, the proceeds will
be distributed per the MOU agreement. In March 2017 the Corporation executed an extension on a grant
agreement with the NYS Office of the Attorney General to December 31, 2017. In March 2017 the Corporation
entered into another grant agreement with the NYS Office of the Attorney General in the amount of $1,230,000.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF THE FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Members of the Board of Directors
Suffolk County Landbank Corporation
Hauppauge, 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
governmental activities and major fund of the Suffolk County Landbank Corporation (the
Corporation) as of and for the year ended December 31, 2016, and the related notes to the financial
statements, which collectively comprise the Corporation's basic financial statements and have issued
our report thereon dated March 29, 2017.

Internal Control Over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity's financial statements will not be prevented or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or acombination 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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To the Members of the Board of Directors
Suffolk County Landbank Corporation
Hauppauge, New York
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Corporation'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
Corporation's internal control or on compliance. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the Corporation's internal control
and compliance. Accordingly, this communication is not suitable for any other purpose.

%—t«w)&-hé A C_P.A .('P'C )

Brightwaters, New York
March 29, 2017
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