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INDEPENDENT AUDITOR’S REPORT

The Honorable Supervisor and Town Board
Town of Shelter Island
Shelter Island, New York

Report on the Financial Statements
Opinion

We have audited the accompanying financial statements of the Town of Shelter Island Community Preservation Fund,
as of and for the year ended December 31, 2024, and the related notes to the financial statements, as listed in the
table of contents.

In our opinion, the accompanying fund financial statements referred to above present fairly, in all material respects, the
financial position of the Town of Shelter Island Community Preservation Fund, as of December 31, 2024, and the
changes in fund balance for the year then ended in accordance with the accounting principles generally accepted in the
United States of America.

Basis for Opinion

We conducted our audit in accordance with the auditing standards generally accepted in the United States of America
(GAAS) and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States. Our responsibilities under those standards are further described in the
Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the Town of Shelter Island Community Preservation Fund, and to meet our other ethical responsibilities
in accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinion.

Emphasis of Matter

As discussed in Note 1, the financial statements of the Town of Shelter Island Community Preservation Fund are
intended to present the fund balance and the changes in fund balance, of only that portion of the financial activities of
the Town of Shelter Island that is attributable to the transactions of the Community Preservation Fund. They do not
purport to, and do not, present fairly the financial position of the Town of Shelter Island, as of December 31, 2024 or
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.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Town of Shelter Island Community Preservation
Fund's ability to continue as a going concern for twelve months beyond the financial statement date, including any
currently known information that may raise substantial doubt shortly thereafter.



Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that
and audit conducted in accordance with GAAS and Government Auditing Standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a substantial likelihood that individually or
in the aggregate, they would influence the judgement made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:

e exercise professional judgement and maintain professional skepticism throughout the audit.

¢ identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
and design and perform audit procedures responsive to those risks. Such procedures include examining, on a
test basis, evidence regarding the amounts and disclosures in the financial statements.

e obtain an understanding of internal control relevant to the audit 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
Town of Shelter Island Community Preservation Fund’s internal control. Accordingly, no such opinion is
expressed.

e evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Town of Shelter Island Community Preservation Fund's ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters the planned
scope and timing of the audit, significant audit findings, and certain internal control-related matters that we identified
during the audit.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 24, 2025, on our
consideration of the Town of Shelter Island 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 effectiveness of the Town of Shelter
Island Community Preservation Fund’s 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
Shelter Island Community Preservation Fund’s internal control over financial reporting and compliance.

/@/%x% "y

Smithtown, NY
July 24, 2025



TOWN OF SHELTER ISLAND COMMUNITY PRESERVATION FUND

(A Special Revenue Fund of the Town of Shelter Island, New York)

BALANCE SHEET

DECEMBER 31, 2024

Water Quality
Improvement

ASSETS Operating Fund Project Fund Total
Cash and cash equivalents
Cash - restricted $ 447,332 $ 45,982 $ 493,314
Cash in time deposits - restricted 9,951,781 3,516,239 13,468,020
Interfund receivable - 20,069 20,069
Due from other governments 470,338 117,584 587,922
Total assets $ 10,869,451 $ 3,699,874 $ 14,569,325
LIABILITIES AND FUND BALANCE
LIABILITIES
Accounts payable and accrued liabilites  $ 9,736 % 829 $ 10,565
Interfund payable 20,069 - 20,069
Total liabilities 29,805 829 30,634
FUND BALANCE
Restricted 10,839,646 3,699,045 14,538,691
Total liabilities and fund balance $ 10,869,451 $ 3,699,874 $ 14,569,325

The accompanying notes are an integral part of these financial statements.
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TOWN OF SHELTER ISLAND COMMUNITY PRESERVATION FUND

(A Special Revenue Fund of the Town of Shelter Island, New York)

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

FOR THE YEAR ENDED DECEMBER 31, 2024

Water Quality

Improvement
Operating Fund Project Fund Total
REVENUES
Real estate transfer tax $ 2,073,660 $ 518,415 $ 2,592,075
Use of money and property 493,483 163,827 657,310
Total revenues 2,567,143 682,242 3,249,385
EXPENDITURES
Home and community services
Administrative 14,586 22,367 36,953
Land acquisition 1,542,419 - 1,542,419
Stewardship 32,393 - 32,393
Water quality improvement projects - 227,747 227,747
1,589,398 250,114 1,839,512
Employee benefits 634 1,251 1,885
Total expenditures 1,590,032 251,365 1,841,397
OTHER FINANCING (USES)
Operating transfers (out) - (147,600) (147,600)
Total other financing (uses) - (147,600) (147,600)
Net change in fund balances for year 977,111 283,277 1,260,388
Fund Balances - beginning of year 9,862,535 3,415,768 13,278,303
Fund Balances - end of year $ 10,839,646 $ 3,699,045 $ 14,538,691

The accompanying notes are an integral part of these financial statements.
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TOWN OF SHELTER ISLAND COMMUNITY PRESERVATION FUND

(A Special Revenue Fund of the Town of Shelter Island, New York)

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2024

Summary of Significant Accounting Policies

The Town of Shelter Island Community Preservation Fund (Community Preservation Fund) was created by
Section 64-e of New York State Town Law during 1998 as a Reserve for Community Preservation. The
Community Preservation Fund is a special revenue fund of the Town of Shelter Island, New York (Town) and is
governed by the Town Board. 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

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 purchase historic lands and
buildings, parks and recreation properties, open space and forestlands, wetlands, beaches, and shoreline
and farmland for the purpose of land preservation, and to provide for the management and stewardship
program for such purchases, and to implement water quality improvement projects. The Town has become a
leader in land preservation with the assistance of some matching funds from other governments. The
Community Preservation Fund program advances the Town's goals in wetlands and open space
preservation, protection of historical sites, establishment of parks and recreation areas, and for water
quality improvement projects.

In 2016, the Town Code was amended to permit the Town to use up to 20% of the Community Preservation
Fund revenues to undertake water quality improvement projects.

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 Shelter Island include all
Town funds. Additionally, the financial statements of the Town of Shelter Island would include all non-
current assets and non-current liabilities for all Town funds.

I. Operating Fund — This fund is the principal operating fund of the Community Preservation Fund.
It is used to account for all financial resources related to the acquisition of open space land and
for the preservation, management, and stewardship of such.

Il. Water Quality Improvement Project Fund — This fund is used to account for the activities related
to water quality improvement projects.

Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment applied to a fund is determined by its measurement focus
and basis of accounting. These financial statements are accounted for using the current financial
resources focus and follows the modified accrual basis of accounting. With this measurement focus,
generally only current assets and current liabilities are included on the balance sheet. Operating
statements present increases (i.e., revenues and other financing sources) and decreases (i.e.,
expenditures and other financing uses) in fund balances. Under the modified accrual basis of accounting,
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 120 days of the following year.
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TOWN OF SHELTER ISLAND COMMUNITY PRESERVATION FUND

(A Special Revenue Fund of the Town of Shelter Island, New York)

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2024

Summary of Significant Accounting Policies — continued

C.

Measurement Focus and Basis of Accounting — continued

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. Capital
assets acquisitions are reported as expenditures in the fund. Proceeds of general long-term debt are
reported as other financing sources.

The modified accrual basis of accounting varies from accounting principles under U.S. GAAP primarily in
that under GAAP:

e Financial statements are replaced with the basic financial statements and include two additional
statements, the statement of net position and the statement of activities, collectively referred to as
the “government-wide” financial statements, which are presented on the full accrual basis of
accounting. Under the accrual basis, revenues and expenses are recognized when incurred
regardless of when the actual cash receipt or disbursement occurred.

e Management’s Discussion and Analysis (MD&A) is required as supplementary information that
precedes the basic financial statements and is intended to provide an objective analysis of the
government’s financial activities, both on a current and long-term basis, based on current conditions.

e Fund-based financial statements must be reconciled to the “government-wide” financial statements.

e Capital assets, other than land, are depreciated and reported on the “government wide” statement of
net position at net book value, and depreciation expense is allocated to the major functions on the
statement of activities based on the use of the underlying assets.

Cash and Cash Equivalents, Restricted

Cash and cash equivalents consist of funds deposited in demand accounts, NYCLASS (see note 2), and
time deposit accounts.

Prepaids

Prepaids represent payments made by the Community Preservation Fund for which benefits extend beyond
year end. These payments represent costs applicable to future accounting periods and are recorded as
prepaids in the fund financial statements. These items are reported as assets on the Balance Sheet using
the consumption method. Under the consumption method, a current asset for the prepaid item is recorded at
the time of the purchase and an expenditure is reported in the year the goods or services are consumed. As
of December 31, 2024, there were no prepaids.

Real Estate Transfer Tax

During November 1998, the residents of the Town approved a 2% real estate transfer tax to fund the
operations of the Community Preservation Fund. The transfer tax became effective April 1, 1999.
Transfer tax receipts are used for the purchase and/or preservation of agricultural land, open space,
parks, or historic preservation sites. In 2016, the residents of the Town approved an extension of the
transfer tax through December 31, 2050, and the allowance of up to 20% of the annual fund to be used for
water quality improvement projects. The tax applies to sales of unimproved real property in excess of
$100,000 and sales of improved real property in excess of $250,000. In November of 2022, the residents of
the Town approved to increase the exemption for sales of improved land from $250,000 to $400,000. The
amendment is effective beginning April 1, 2023. Conveyance of real property for open space, parks, or
historic preservation purposes to any not-for-profit, or tax-exempt organization operating for conservation,
environmental, or historic preservation purposes is exempt from this tax.



TOWN OF SHELTER ISLAND COMMUNITY PRESERVATION FUND

(A Special Revenue Fund of the Town of Shelter Island, New York)

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2024

1. Summary of Significant Accounting Policies — continued

g. Fund Statements

Fund statements report balances for governmental funds in classifications that comprise a hierarchy based
primarily on the extent to which the government is bound to honor constraints on the specific purposes for
which amounts in those funds can be spent. The five fund balance classifications utilized by the Town are
as follows; however, the Community Preservation Fund only utilizes restricted:

Nonspendable — Consists of amounts that are inherently nonspendable in the current period either because
of their form or because they must be maintained intact.

Restricted — Consists of amounts that are subject to externally enforceable legal purpose restrictions
imposed by creditors, grantors, contributors, or laws and regulations of other governments; or through
constitutional provisions or enabling legislation. The fund balance of the Community Preservation Fund is a
restricted fund of the Town.

Committed - Amounts that can only be used for specific purposes pursuant to constraints imposed by a
formal action such as legislation, resolution, or ordinance by the government's highest level of
decision-making authority.

Assigned - Amounts that are constrained only by the government's intent to be used for a specified
purpose, but are not restricted or committed in any manner.

Unassigned - In a special revenue fund, the unassigned classification is used only to report a deficit fund
balance resulting from the overspending of available resources.

h. Estimates
The preparation of financial statements in conformity with GAAP requires management to make estimates
and assumptions that affect certain reported amounts and disclosures. Actual results could differ from

those estimates.

2. 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.

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

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




TOWN OF SHELTER ISLAND COMMUNITY PRESERVATION FUND

(A Special Revenue Fund of the Town of Shelter Island, New York)

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2024

Deposits With Financial Institutions and Investments — continued

Credit Risk — State and town law limit the investment to those authorized by State statutes. The investment
policy and guidelines are designed to protect the principal by limiting credit risk. This is accomplished by
ratings, collateral, and diversification.

GASB Statement No. 40, Deposit and Investment Risk Disclosures, 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.

The Town’s aggregate bank balances, including those of the Community Preservation Fund, were covered by
FDIC insurance or fully collateralized by securities and letters of credit pledged on the Town’s behalf at year-
end in the Town’s name.

Investments in NYCLASS

The Community Preservation Fund participates in a multi-municipal cooperative investment pool agreement
pursuant to New York State General Municipal Law Articles 3A and 5-G, §119-O, whereby it holds a portion of
the investments in cooperation with other participants. The investments are highly liquid and are considered to
be cash equivalents. Total investments of the cooperative as of December 31, 2024 are $13,339,269 of which
$2,118,478,701 in Repurchase Agreements, $7,970,285,586 in Treasury Bills, $1,570,595,153 in U.S.
Treasury Securities, and $1,679,909,624 in collateralized bank deposits, with various interest rate and due
dates.

The above amounts represent the cost of the investment pool shares, and are considered to approximate fair
value. The investment pool is categorically exempt from the New York State collateral requirements. Additional
information concerning the cooperative is presented in the annual report of the New York Cooperative Liquid
Assets Securities System (NYCLASS).

According to the GASB, in order for an investment pool to qualify for the use of amortized cost accounting for
financial reporting purposes, it must meet all of the criteria listed in GASB Statement No. 79, Certain External
Investment Pools and Pool Participants. NYCLASS and NYCLASS Prime are managed as stable value net
asset value (“NAV”) pools but do not meet all of the specific criteria outlined in GASB 79 Paragraph 4.
Therefore, NYCLASS Participants should report their investments in the pools at fair value. Accordingly, the
Community Preservation Fund has measured its investment in NYCLASS at fair value.

Investment Obijective

The Community Preservation Fund's investment in NYCLASS is primarily for the purpose of achieving
competitive returns on its idle cash balances while maintaining liquidity and capital preservation.

Nature of Investment

NYCLASS primarily invests in high-quality, short-term fixed income securities, such as U.S. Treasury
securities, government agency securities, and other instruments permitted under New York State law for local
government investments. The investment portfolio is managed by professional investment managers appointed
by NYCLASS's governing body, subject to oversight by the NYCLASS Board of Trustees.



TOWN OF SHELTER ISLAND COMMUNITY PRESERVATION FUND

(A Special Revenue Fund of the Town of Shelter Island, New York)

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2024

Deposits With Financial Institutions and Investments — continued

Fair Value Measurement

The fair value of the Community Preservation Fund's investment in NYCLASS is determined based on the fair
value of NYCLASS's underlying investment portfolio, which is reported to the Community Preservation Fund on
a periodic basis by NYCLASS's investment managers. The fair value measurement is based on observable
market prices for securities traded in active markets and valuation techniques, including discounted cash flow
analysis, for securities that do not have readily determinable market prices.

Since NYCLASS measures its investments at fair value, the Community Preservation Fund is not required to
categorize its investment in NYCLASS within the fair value hierarchy for purposes of GASB 72, Fair Value
Measurement and Application.

Risk Factors

While NYCLASS seeks to minimize investment risks through diversification and adherence to investment
guidelines, the Community Preservation Fund acknowledges that investments in fixed income securities are
subject to various risks, including interest rate risk, credit risk, and liquidity risk. Furthermore, changes in
market conditions, regulatory requirements, and economic factors may impact the performance of NYCLASS's
investment portfolio and, consequently, the fair value of the Community Preservation Fund's investment.

Credit Risk Disclosure

NYCLASS and NYCLASS Prime are rated by S&P Global Ratings. The current rating is ‘AAAm.’

Custodial Credit Risk Disclosure

NYCLASS and NYCLASS Prime are external investment pools and, therefore, are not subject to custodial
credit risk; investments in the pools are exempt from the reporting requirement.

Interest Rate Risk Disclosure

The dollar weighted average days to maturity (WAM) of NYCLASS at December 31, 2024, was 43 days and
the weighted average life (WAL) was 83 days. The WAM of NYCLASS Prime at December 31, 2024, was 26
days and the WAL was 43 days.

As of December 31, 2024, the fair value of the Community Preservation Fund's investment in NYCLASS
amounted to $13,468,020. The investment in NYCLASS is classified as cash in time deposits on the
Community Preservation Fund's Balance Sheet.

The Community Preservation Fund believes that its investment in NYCLASS aligns with its investment
objectives and prudent investment practices. However, the Community Preservation Fund continuously
monitors the performance and risk profile of its investment portfolio, including its investment in NYCLASS, to
ensure compliance with applicable laws, regulations, and internal investment policies.

Due From Other Governments

At December 31, 2024, the Community Preservation Fund was due $587,922 from Suffolk County, related to
unremitted real estate transfer taxes. The balance was subsequently collected in full. Therefore, no allowance
against this amount is required.
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TOWN OF SHELTER ISLAND COMMUNITY PRESERVATION FUND

(A Special Revenue Fund of the Town of Shelter Island, New York)

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2024

Interfund Balances

As of and for the year ended December 31, 2024, interfund transactions and balances are as follows:

Interfund  Interfund Interfund Interfund
Rewvenues Expenses Receivables Payables

Community Preservation Fund $ - $ - 3 - $ 20,069
Town of Shelter Island - General Fund 147,600 - - -
Water Quality Improvement Project Fund - 147,600 20,069 -

Total $147,600 $147,600 $ 20,069 $ 20,069

The $147,600 transfer from the water quality improvement project fund to the Town’s General; Fund was to
provide funding for the Fresh Pond project.

Contingencies

The Community Preservation Fund financial information presented in the Town's December 31, 2024 audited
financial statements may be different from these financial statements due to timing.

Commitments

¢ In November of 2017, the Town Board passed a resolution granting rebates to homeowners who upgrade their
septic systems or cesspools to approved nitrogen-reducing systems. These rebates are funded through the
Community Preservation Fund Water Quality Improvement Project Fund. As of December 31, 2024, the Town
Board has awarded $538,000 to residents, which remain unpaid. It is possible that residents will withdraw their
application or fail to meet the criteria for a full rebate under the terms of the program. Therefore, the Community
Preservation Fund has not accrued a liability related to this potential obligation.

e On December 17, 2024, a public hearing was held in connection with the acquisition of 7 South Cartwright
Road, more specifically identified as Suffolk County Tax Map #: 700-15-4-135. The total purchase price of the
subject parcel is $3.9 million, to be paid with Community Preservation Funds. A resolution was passed to
approve the acquisition, and the Town Supervisor is authorized to sign and execute all documents in connection
with the purchase of the property. As of March 18, 2025 the property has been closed on.

Risks and Uncertainties

a. Town Audit - As of July 24, 2025, the Town's December 31, 2024, audited financial statements have not
been issued. The Town's management believes that any adjustment to the Town's financial statements will
not have a material effect, if any, on the Community Preservation Fund's account balances as of
December 31, 2024, and for the year then ended.

b. Environmental Risks - The Community Preservation Fund is subject to federal, state, and local
regulations relating to the disposal of certain hazardous materials. At July 24, 2025, Management is not
aware of any potential hazardous materials or risks related to properties owned.

Subsequent Events

The Community Preservation Fund has evaluated subsequent events through the date of the auditor’s report,
which is the date the financial statements were available to be issued. No significant events were identified that
would require adjustment or disclosure in the financial statements, except for the following:

e Subsequent to December 31, 2024, and through the audit opinion date, the Community Preservation Fund has
issued $45,000 of septic system rebates authorized in 2024 and prior years, see Note 6 for more details on this
program.
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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 Shelter Island
Shelter Island, 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 Shelter Island Community Preservation Fund
(Community Preservation Fund), as of and for the year ended December 31, 2024, and the related notes to the financial
statements and have issued our report thereon dated July 24, 2025.

Report on 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 controls) as a basis for designing 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 and significant deficiencies may exist that have not
been identified.

Report on 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 statements. 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.

-11-



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 Community Preservation Fund’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.
gag',/ %amwm x,f/ LA
g

Smithtown, NY
July 24, 2025
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July 24, 2025

The Honorable Supervisor and Town Board
Town of Shelter Island Community Preservation Fund
Shelter Island, New York

AU-265 MANAGEMENT RECOMMENDATIONS LETTER

In planning and performing our audit of the Town of Shelter Island Community Preservation Fund (Community
Preservation Fund) as of and for the year ended December 31, 2024, in accordance with audit standards generally
accepted in United States of America, we considered the Community Preservation Fund's internal controls over financial
reporting (internal control) as a basis for designing our audit procedures for the purpose of expressing our opinion on the
Community Preservation Fund's financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Community Preservation Fund's internal controls.

A control deficiency exists when the design or operation of a control does not allow management or employees, in the
normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A control
deficiency may be either a deficiency in design or a deficiency in operation. A deficiency in design exists when a control
necessary to meet the control objectives is missing or an existing control is not properly designed so that even if the
control operates as designed the control objective would not be met. A deficiency in operation exists when a properly
designed control does not operate as designed or the person performing the control does not possess the necessary
authority or competence to perform the control properly.

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.

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, detected and corrected
on a timely basis.

Our consideration of internal control was for the limited purpose described in the first paragraph and would not necessarily
disclose all deficiencies in internal control that might be significant deficiencies or material weaknesses as defined above.

Prior Year Comments

There was one finding from our 2023 management letter that we are considering closed:
v' Benefit to Segregating the Cash Balance of the Water Quality Improvement Project (WQl) Fund

Concluding Remarks

The conditions noted above were considered in determining the nature, timing and extent of the audit tests applied in our
audit of the December 31, 2024 financial statements. This report does not affect our report dated July 24, 2025. We have
not considered your internal controls since the date of our report.

Additionally, it is important to once again note that our consideration of internal control would not necessarily disclose all
matters in internal control that might be reportable conditions and, accordingly, would not necessarily disclose all
reportable conditions that are also considered to be material weaknesses as defined above. Also, of importance to note is
that because of the inherent limitations in any internal control framework, errors or fraud could occur and not be detected
by such controls.
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The Honorable Supervisor and Town Board
July 24, 2025
Page 2 of 2

Concluding Remarks — continued

This report is considered an AU Section 265 communication. It is intended solely for the use of Town Board,
management, others within the Community Preservation Fund and the Office of the New York State Comptroller. It is not
intended to be, and should not be, used by anyone other than these specified parties.

Respectfully submitted,

/@%x% UL

Craig, Fitzsimmons & Meyer, LLP
Robert R. Craig, Engagement Partner
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Craig, Fitzsimmons & Meyer, LLP Certified Public Accountants

July 24, 2025

The Honorable Supervisor and Town Board
Town of Shelter Island Community Preservation Fund
Shelter Island, New York

AU-C SECTION 260 THE AUDITOR’S COMMUNICATION WITH THOSE CHARGED WITH GOVERNANCE

We have audited the financial statements of the Town of Shelter Island Community Preservation Fund (Community
Preservation Fund) for the year ended December 31, 2024, and have issued our report thereon dated July 24, 2025.
Professional standards require that we provide you with information about our responsibilities under generally accepted
auditing standards and Government Auditing Standards, as well as specific information related to the planned scope and
timing of our audit. We have communicated such information to you in our audit engagement letter dated February 17,
2025. Professional standards also require that we communicate to you the following information related to our audit.

Significant Audit Matters

Qualitative Aspects of Accounting Practices

Management is responsible for selecting and applying appropriate accounting policies. The significant accounting policies
used by the Community Preservation Fund are described in Note 1 to the financial statements. No new accounting
policies were adopted, and the application of existing policies was not changed during 2024. We noted no transactions
entered into by the Community Preservation Fund during the year for which there is a lack of authoritative guidance or
consensus. All significant transactions have been recognized in the financial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management. They are based on
management’s knowledge and experience regarding past and current events, as well as assumptions about future events.
Specific accounting estimates are particularly sensitive due to their significant impact on the financial statements and the
possibility that future events affecting them may differ significantly from those currently expected. The most sensitive
estimate affecting the Community Preservation Fund’s financial statements was:

Management’s estimate of the potential outstanding grant obligation to residents for rebates related to
upgrading septic systems and cesspools. We evaluated the key factors and assumptions used to develop
the potential obligation under this program, and determined that it was not to be reported as a liability of
the Community Preservation Fund at December 31, 2024. We also assessed the disclosures related to
this program to ensure they were reasonable to the financial statements taken as a whole.

The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management during the performance and completion of our
audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the audit, other than
those that are clearly trivial, and communicate them to the appropriate level of management. Management has corrected
all such misstatements. In addition, none of the misstatements detected as a result of audit procedures and corrected by
management were material, either individually or in aggregate, to each opinion unit's financial statements taken as a
whole. We have attached our proposed adjusting journal entries to this letter. Management has reviewed all the adjusting
journal entries we proposed and agrees with the presentation of these adjustments in the audited financial statements.
There are no known passed adjustments.
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The Honorable Supervisor and Town Board
July 24, 2025
Page 2 of 3

Disagreements with Management

For this letter, a disagreement with management is a financial accounting, reporting, or auditing matter, whether or not
resolved to our satisfaction, that could be significant to the financial statements or the auditor’s report. We are pleased to
report that no such disagreements arose during our audit.

Management Representations

Supervisor Amber Brach-Williams, supported by the Town’s Contract Accountant Jennifer Ditta, CPA of Cullen and
Danowski, CPAs, collectively serve as the management level persons who possess the skills, knowledge, and experience
to accept responsibility for the financial statements. Supervisor Brach-Williams has provided us with certain
representations related to the financial statements, the information provided to us, and the Community Preservation
Fund's operations in a letter dated, July 24, 2025. A copy of this letter should be kept in the files at the Community
Preservation Fund's offices and is available for your review and inspection.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants regarding auditing and accounting matters,
much like obtaining a “second opinion” on particular situations. Suppose a consultation involves application of an
accounting principle to the Community Preservation Fund’s financial statements or a determination of the type of auditor’s
opinion that may be expressed on those statements. In that case, our professional standards require the consulting
accountant to check with us to determine that the consultant has all the relevant facts. To our knowledge, there were no
such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing standards, with
management each year before retention as the Community Preservation Fund’s auditors. However, these discussions
occurred in the normal course of our professional relationship, and our responses were not a condition to our retention.

Other Matters

As outlined previously in planning and performing our audit of the financial statements of the Community Preservation
Fund for the year ended December 31, 2024, we considered your internal control structures in order to help us determine
the nature, timing and extent of our audit procedures. These procedures were designed to enable us to formulate an
expression of our audit opinion regarding the fairness of your financial statement presentation and disclosures under the
modified accrual basis of accounting used to prepare the fund's financial statements. Our work in this regard was not
designed for, nor intended to provide you with assurances on your internal controls. However, we provided an update on
specific observations and recommendations made during previous audits in a separate letter.

Management requested us to prepare a draft of the financial statements, including the related footnote disclosures.
Outsourcing these services is typical in government organizations of your size, and it is a service that we have historically
provided. Typically, this would be considered a material weakness; however, because of the skills, knowledge and
experience of Supervisor Amber Brach-Williams and the Town’s Contract Accountant Jennifer Ditta, CPA of Cullen and
Danowski, CPAs and the fact that they have reviewed the statements with governing body, have taken responsibility for
their presentation, we believe the Community Preservation Fund has effectively met its obligations to maintain controls
over financial statement preparation.

Closing and Restriction on Use

We would like to take this opportunity to re-emphasize the conditions noted herein, which were considered in the nature,
timing, and extent of our audit testing. We would not necessarily disclose all matters involving internal control that might
indicate control deficiencies. Accordingly, our work would not necessarily disclose all significant deficiencies that are
considered material weaknesses as defined by the AICPA. Also, it is worth noting that any internal control system is
subject to inherent limitations in its design and operation, which means that non-compliance, errors, or frauds could occur
and not be detected by these controls.



The Honorable Supervisor and Town Board
July 24, 2025
Page 3 of 3

Closing and Restriction on Use — continued

This report is considered an AU-C Section 260 communication; it is intended solely for the use of the Town Board,
management, others within the Community Preservation Fund, and the Office of the New York State Comptroller. It is not
intended to be and should not be used by anyone other than these specified parties.

Respectfully submitted,

/@/%x/f .

Craig, Fitzsimmons & Meyer, LLP
Robert R. Craig, Engagement Partner



Client:
Engagement:
Period Ending:
Trial Balance:
Workpaper:
Account

TOSIPF - Town of Shelter Island Community Preservation Fund
2024 - Town of Shelter Island Community Preservation Fund

12/31/2024
TB

3700.05 - Adjusting Journal Entries Report

Adjusting Journal Entries
Adjusting Journal Entries JE # 1

To adjust interest and earnings earned in the WQI Fund.
INTEREST & EARNINGS - CLASS
INTEREST & EARNINGS - CHECKING
WQIP INTEREST & EARNINGS

CP.4040.2401A
CP.4040.2401B
CP.4040.2401

-
[)
Q
8

Adjusting Journal Entries JE # 2
To adjust for transfer tax in WQI fund.

CP.4020.1189
CP.4020.1189
CP.4020.1190
CP.4020.1190

-
)
-3
o

0.02 TRANSFER TAX
0.02 TRANSFER TAX
0.02 TRANSFER TAX - WQl
0.02 TRANSFER TAX - WaQl

Adjusting Journal Entries JE # 3
To allocate the transfer tax receivable to the WQI fund.

CP.1035.411
CP.1035.410

-
o
-3
8

DUE FROM OTHER GOVERNMENT - WQl
DUE FROM OTHER GOVERNMENTS

Adjusting Journal Entries JE # 4
To allocate accrued liabilities to the WQI fund.

CP.2010.601
CP.2010.602

-
o
-3
8

ACCRUED LIABILITIES

ACCRUED LIABILITIES WQl

Adjusting Journal Entries JE# 5
To allocate Social security and MTA tax to WQI fund.

CP.5340.8805.103
CP.5340.8805.104
CP.5070.1980.400
CP.5130.9030.800

-
)
e
o

WQIAB - MTA Tax
WAQIAB - Social Security
MTA TAX

SOCIAL SECURITY

Adjusting Journal Entries JE # 6

To adjust WQI fund transfer revenue for reversal of funds from 2023.

CP.4020.1190
CP.4020.1189

-
)
Q
8

0.02 TRANSFER TAX - WQl
0.02 TRANSFER TAX

Adjusting Journal Entries JE # 7

To record due to/from adjustment to balance FS between the operating and preservation fund.
INTERFUND RECEIVABLE: WQIF

CP.1035.400
CP.630.2
Total

Due to Other Funds - WQIF

Total Adjusting Journal Entries

Total All Journal Entries

WI/P Ref Debit Credit
3900.03
162,739.00
1,088.00
163,827.00
163,827.00 163,827.00
3900.03
426,551.00
117,584.00
426,551.00
117,584.00
544,135.00 544,135.00
4200.10
117,584.00
117,584.00
117,584.00 117,584.00
5100.15
1,074.00
1,074.00
1,074.00 1,074.00
5100.15
3.00
76.00
3.00
76.00
79.00 79.00
3900.01
25,720.00
25,720.00
25,720.00 25,720.00
3700.10
20,069.00
20,069.00
20,069.00 20,069.00
872,488.00 872,488.00
872,488.00 872,488.00

10of1



	TOSI CPF Financial Statements 2024 - FINAL for merge
	TOSI CPF Management Letter 2024 - FINAL for merge
	TOSI CPF Required Communication 2024 - FINAL for merge



