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INDEPENDENT AUDITOR’S REPORT

The Honorable Supervisor and Town Board
Town of East Hampton
East Hampton, New York

Report on the Financial Statements

We have audited the accompanying financial statements of the Town of East Hampton Community
Preservation Fund, as of and for the year ended December 31, 2017, and the related notes to the 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 an opinion 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 from 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 opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Town of East Hampton Community Preservation Fund as of December 31, 2017, and the
change in financial position thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1, the financial statements present only the Community Preservation Fund and do not
purport to, and do not, present fairly the financial position of the Town of East Hampton, as of December 31,
2017, and the changes in its financial position for the year then ended in accordance with accounting
principles generally accepted in the United States of America. Our opinion is not modified with respect to
this matter.

Other Matters
Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements of the Town of
East Hampton Community Preservation Fund. The supplementary information as listed in the table of
contents is presented for purposes of additional analysis and is not a required part of the financial
statements. The supplementary information has not been subjected to the auditing procedures applied in
the audit of the financial statements and, accordingly, we do not express an opinion or provide any
assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 17, 2018, on
our consideration of the Town of East Hampton Community Preservation Fund's internal control over
financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts,
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 the 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 Town of East
Hampton Community Preservation Fund’s internal control over financial reporting and compliance.

Cukler) ¥ Banscwaks, Lir

April 17,2018



TOWN OF EAST HAMPTON
COMMUNITY PRESERVATION FUND
BALANCE SHEET
December 31, 2017

—

ASSETS
Cash and Cash Equivalents $ 17,649,633
Due from Other Governments 5,022,675
Due from Other Funds 17,313
Prepaid Expense 9,993
Total Assets $ 22,699,614
LIABILITIES AND FUND BALANCE
LIABILITIES:
Account Payable $ 157,615
Due to Other Funds 18,361
Total Liabilities 175,976
FUND BALANCE:
Restricted for:
Debt Service 138,849
Community Preservation 22,384,789
Total Fund Balance 22,523,638
Total Liabilities and Fund Balance $ 22,699,614

- See Notes to Financial Statements -




TOWN OF EAST HAMPTON
COMMUNITY PRESERVATION FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

For the Year Ended December 31, 2017

REVENUES
Real Estate Transfer Taxes:
2% Real Estate Transfer Tax

2% Real Estate Transfer Tax (Co-op Sales)

Real Estate Transfer Taxes

Use of Money and Property

Miscellaneous
Federal Sources
Total Revenues

EXPENDITURES

General Governmental Support:
Real Estate Purchases
Acquisition Management
Management and Stewardship Fees
Water Quality Improvement
Outside Professional Fees

General Governmental Support

Debt Service
Principal
Interest and Administrative Fees
Debt Service
Total Expenditures
Net Change in Fund Balance

Fund Balance, Beginning of Year

Fund Balance, End of Year

$

26,650,486
478,721

27,129,207

105,865

2,634

11,000

27,248,706

42,642,281
226,233
816,420
122,593

11,100

43,818,627

1,918,387
632,719

2,551,106

46,369,733

(19,121,027)

41,644,665

$

22,523,638

_— =
- See Notes to Financial Statements -



TOWN OF EAST HAMPTON
COMMUNITY PRESERVATION FUND
NOTES TO FINANCIAL STATEMENTS

e —

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Town of East Hampton Community Preservation Fund (Community Preservation Fund) was created
pursuant to Section 64-e of New York State Town law. Established in 1998, and extended through
December 31, 2050, by voter-approved referendum in 2016, the Community Preservation Fund began
collecting revenue in 1999. It is a special revenue fund of the Town of East Hampton, New York (Town)
and prepares and records its accounting transactions on the modified accrual basis of accounting, which
is more fully described in Note 1.C. These financial statements have been prepared in conformity with
accounting principles generally accepted in the United States of America (GAAP) for governmental units.
The Governmental Accounting Standards Board (GASB) is the standard-setting body for establishing
governmental accounting and financial reporting principles. Significant accounting principles and policies
used by the Community Preservation Fund are as follows:

A. Organization and Background

As described above, the Community Preservation Fund is a special revenue fund of the Town and
operates pursuant to the various provisions of New York State statutes and provisions of Town law.
The Community Preservation Fund is governed by the Town Board.

The Community Preservation Fund is supported by revenues from a 2% real estate transfer tax
imposed by the Town pursuant to Article 31-D of New York State Tax Law. The authority to levy and
collect the tax expires on December 31, 2050. This revenue is used to help protect and preserve the
community character through the acquisition of interests or rights in real property within the Town
and villages including the purchase and/or preservation of historic lands and buildings, parks and
recreations properties, open space and forestlands, wetlands, beaches and shoreline, and farmland. A
maximum of 20% of the fund annually, may be used for water quality improvement projects. The
Town has also authorized the issuance of bonds to advance its purchasing ability, which are expected
to be supported by future revenues of the Community Preservation Fund through the year 2050.
Upon completion of the Community Preservation Project Plan, any remaining funds will be applied to
reduce any bonded indebtedness or other obligations incurred.

B. Basis of Presentation

These financial statements only report the operations and related transactions of the Community
Preservation Fund; whereby the audited financial statements of the Town of East Hampton include all
Town funds. Additionally, the audited financial statements of the Town of East Hampton would
include all non-current assets and non-current liabilities for all Town funds.

C. Basis of Accounting and Measurement Focus

These financial statements are accounted for on the modified accrual basis using the current financial
resources measurement focus. Revenues are recognized when measurable and available.
"Measurable" means the amount of the transaction can be reasonably determined, and "available”
means the related cash resources are collectible within the current period or within the first 60 days
of the following year. Expenditures are recorded when the related fund liability is incurred, except for
principal and interest on general long-term debt, which are recognized as expenditures to the extent
they have matured. General capital asset acquisitions are reported as expenditures in the fund.
Proceeds of general long-term debt are reported as other financing sources.



TOWN OF EAST HAMPTON
COMMUNITY PRESERVATION FUND
NOTES TO FINANCIAL STATEMENTS
(Continued)

D. Real Estate Transfer Tax

In November 1998, the residents of the Town approved a 2% real estate transfer tax, which became
effective on April 1, 1999. The transfer tax receipts are recorded in the Community Preservation
Fund. Transfer tax receipts are used for the purchase and/or preservation of historic lands and
buildings, parks and recreations properties, open space and forestlands, wetlands, beaches and
shoreline, and farmland. In November 2016, the residents of the Town approved an extension of the
transfer tax through December 31, 2050, and authorized the use of a portion of the funds for water
quality improvement projects. The tax applies to sales of vacant land in excess of $100,000 and sales
of improved land in excess of $250,000. Conveyance of real property for open space, parks, or historic
preservation to any not-for-profit, or tax exempt organization, operating for conservation,
environmental or historic preservation purposes is exempt from this tax. During the year ended
December 31, 2017, the Community Preservation Fund recorded receipts of $27,129,207 from the
real estate transfer tax.

E. Interfund Transactions

The operations of the Community Preservation Fund may include transactions with other funds
within the Town. These transactions may be temporary in nature, such as with interfund borrowings
with other Town funds.

F. Cash and Cash Equivalents

Cash and cash equivalents consist of funds deposited in demand accounts, time deposit accounts, and
certificates of deposit.

DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS

The Town’s investment practices are governed by state statutes and Town policy. Community
Preservation Fund monies must be deposited in Federal Deposit Insurance Corporation (FDIC) insured
commercial banks or trust companies located within the state. Permissible investments include
obligations of the U.S. Treasury and U.S. Agencies, repurchase agreements and obligations of New York
State or its localities. Collateral is required for demand and time deposits and certificates of deposit not
covered by FDIC insurance. Obligations that may be pledged as collateral are obligations of the United
States and its Agencies and obligations of New York State and its municipalities. Investments are stated at
fair value.

Custodial credit risk is the risk that in the event of a bank failure, the Town may be unable to recover
deposits or collateral securities that are in possession of an outside agency. GASB directs that deposits be
disclosed as exposed to custodial credit risk if they are not covered by depository insurance and the
deposits are as follows:

A. Uncollateralized,

B. Collateralized by securities held by the pledging financial institution, or

C. Collateralized by securities held by the pledging financial institution’s trust department or agent but
not in the Town's name.



TOWN OF EAST HAMPTON
COMMUNITY PRESERVATION FUND
NOTES TO FINANCIAL STATEMENTS

(Continued)

At December 31, 2017, all deposits were covered by FDIC insurance or fully collateralized by securities
pledged on the Town's behalf.

DUE FROM OTHER GOVERNMENTS

At December 31, 2017, the Community Preservation Fund was due $5,011,675 from Suffolk County,
related to unremitted real estate transfer taxes, and $11,000 from the federal government related to
grant funding.

INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

At December 31, 2017, the Community Preservation Fund had receivables of $17,313 due from other
funds and obligations of $18,361 due to other funds representing expenditures made by the Community
Preservation Fund for other funds, and expenditures made by other funds on behalf of the Community
Preservation Fund.

RESERVE FOR DEBT SERVICE

The Town received proceeds from a state grant, after the issuance of bonds, to partially fund the cost of
the acquisition of real estate. The Town Board authorized the establishment of a reserve for debt service,
which was funded by the grant proceeds, to finance the debt service payments of the bond issue over its
remaining life, which is April 2020. The activities of the reserve for debt service are as follows:

Balance at beginning of year $ 185,018
Accumulated interest earnings 111
Use of reserve for debt payments
for Shadmoor property (46,280)
Balance at end of year $ 138,849
REAL ESTATE PURCHASES

The Community Preservation Fund acquires interests or rights in real property for the preservation of
community character within the Town based on the community preservation project plan, which is filed
with the commissioner of environmental conservation, the commissioner of agriculture and markets and
the commissioner of the office of parks, recreation and historic preservation. The real estate purchases
are $42,642,281 for the year ended December 31, 2017.

ACQUISITION MANAGEMENT
Acquisition management represents the cost associated with research and plan development for

potential real estate purchases. The acquisition management costs are $226,233 for the year ended
December 31, 2017.



TOWN OF EAST HAMPTON
COMMUNITY PRESERVATION FUND
NOTES TO FINANCIAL STATEMENTS

(Continued)

10.

11.

12,

13.

MANAGEMENT AND STEWARDSHIP FEES

In accordance with the Section 64-e of the Town Law, the Community Preservation Fund provides a
management and stewardship program for all parcels acquired under the community preservation
project plan. The management and stewardship fees are $816,420 for the year ended December 31, 2017.

WATER QUALITY IMPROVEMENT

Water quality improvements represents the costs associated with water quality improvement projects
within the Town of East Hampton. Water quality improvements are $122,593 for the year ended
December 31, 2017.

COMMITMENTS

All fund balance is classified as restricted in the Community Preservation Fund. Included in restricted
fund balance are commitments in the form of encumbrances. Encumbrances in the fund amounted to
$982,629 as of December 31, 2017.

CONTINGENCIES

The Community Preservation Fund financial information to be included in the Town's December 31, 2017
audited financial statements may be different from these financial statements due to timing.

INDEBTEDNESS

As noted in Note 1 A, the Community Preservation Fund may borrow money in order to acquire land and
other interests in real property. See the supplementary information accompanying these financial
statements which summarize the amounts outstanding as of December 31, 2017, and the future debt
service requirements on these borrowings.

SUBSEQUENT EVENTS

Management has evaluated events subsequent to December 31, 2017, and through April 17, 2018, the
date on which the financial statements were approved for issuance, noting no matters requiring
disclosure.



TOWN OF EAST HAMPTON
COMMUNITY PRESERVATION FUND
SCHEDULE OF REAL ESTATE PURCHASES
For the Year Ended December 31, 2017

Balance Balance
December 31, December 31,
2016 Additions 2017
Real Estate Purchases $ 312,016,974 $§ 42,642,281 $ 354,659,255

- See Paragraph on Supplemantary Information Included in Independent Auditor’s Report -



TOWN OF EAST HAMPTON
COMMUNITY PRESERVATION FUND
SCHEDULE OF RELATED OUTSTANDING DEBT

December 31, 2017

Outstanding at
Issue Final Interest December 31,
Description Date Maturity Rate 2017

Refunding Serial Bond,

2012 April 2012 2020 2.00% $ 950,000
Refunding Serial Bond,

2014 July 2014 2020 4.06%-4.40% 935,000
Refunding Serial Bond,

2014 July 2014 2033 4.25%-5.15% 3,015,000
Refunding Serial Bond,

2015 May 2015 2026 2.13%-5.00% 13,592,741

$ 18,492,741

The following is a summary of debt service requirements:
Administrative
Fiscal Year Ending December 31, Principal Interest Fees Total

2018 $ 1998871 § 553,968 $ 10336 $§ 2,563,175

2019 2,082,419 487,283 8,386 2,578,088

2020 2,175,968 416,893 6,374 2,599,235

2021 1,608,548 342,882 5,962 1,957,392

2022 1,689,194 265,154 5,550 1,959,898

2023 - 2027 7,637,741 453,273 20,996 8,112,010

2028-2032 1,065,000 33,015 8,422 1,106,437

2033 235,000 235,000

Total $ 18492741 § 2,552,468 § 66,026 $ 21,111,235

- See Paragraph on Supplemantary Information Included in Independent Auditor’s Report -
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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 FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Supervisor and Town Board
Town of East Hampton
East Hampton, New York

We have audited, in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States, the financial statements of the Town of East Hampton Community
Preservation Fund (Community Preservation Fund), as of and for the year ended December 31, 2017, and the
related notes to the financial statements and have issued our report thereon dated April 17, 2018.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Community Preservation
Fund’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 Community Preservation Fund's internal
control. Accordingly, we do not express an opinion on the effectiveness of the Community Preservation Fund'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 entity’s financial
statements will not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material weaknesses
or significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in
internal control that we consider to be material weaknesses. However, material weaknesses may exist that
have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Community Preservation Fund’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 instance of noncompliance or other matters that is required to be reported
under Government Auditing Standards.

We noted certain matters that we have reported to the Town Board and management of the Community
Preservation Fund’s in a separate letter dated April 17, 2018.

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 entity’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 entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

Cuklen) ¢ Banswabs, 1Lir

April 17,2018
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