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March 21, 2023

Board of Directors
Town of Montgomery Industrial Development Agency
110 Bracken Road
Montgomery, NY 12549

We have audited the financial statements of the Town of Montgomery Industrial Development 
Agency (“Agency”) as of and for the year ended December 31, 2022 and have issued our report 
thereon dated March 21, 2023.  

Professional standards require that we provide you with information about our responsibilities under 
generally accepted auditing standards and Government Auditing Standards, as well as certain 
information related to the planned scope and timing of our audi t. We have communicated such 
information in our engagement letter to you dated January 19, 2023. Professional standards also 
require that we communicate to you the following information related to our audit.

We are pleased to be of service to you and the Agency and appreciate the opportunity to present 
our audit findings to you.  We are also pleased to discuss other matters which may be of interest to 
you and to answer any questions you may have. 

This information is intended solely for the use of the Those Charged with Governance and 
management of the Agency and is not intended to be, and should not be, used by anyone other 
than these specified parties. 

Very truly yours,

PKF O’Connor Davies, LLP
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Status of the Audit

Audit of Financial Statements

 Audit fieldwork is complete.  

 The financial statements have been reviewed by management and issued.

 We have issued an unmodified report on the financial statements
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Required Communications and Other Matters

Required Item Comments

Auditor’s responsibility 
under professional 
standards and planned 
scope and timing of the 
audit

We have communicated such information in our engagement letter to 
you dated January 19, 2023.  Generally, these responsibilities 
include:

• Forming and expressing an opinion on the financial 
statements.

• Obtaining reasonable assurance that the financial statements 
are free of material misstatements, whether caused by error 
or fraud.

• Accumulating and communicating uncorrected misstatements 
to Those Charged with Governance (“TCWG”).

• Maintaining professional skepticism.

• Communicating audit related matters that are, in our 
professional judgment, significant to TCWG.

Other supplementary 
information accompanying 
the financial statements

Our responsibility for the other supplementary information 
accompanying the financial statements is to read the other 
supplementary information and consider whether a material 
inconsistency exists between the other supplementary information 
and the financial statements, or the other supplementary information 
otherwise appears to be materially misstated. If, based on the work 
performed, we conclude that an uncorrected material misstatement 
of the other supplementary information exists, we are required to 
describe it in our report.

Other information in 
documents containing 
audited financial statements

Our responsibility as auditors for other information in documents 
containing the audited financial statements does not extend beyond 
the financial information identified in the auditors’, and we are not 
required to perform any procedures to determine that such other 
information is properly stated. 

Our responsibilities under 
the Yellow Book

In connection with our audit we performed tests of the Entity’s 
compliance with certain provisions of laws, regulations, contracts, 
and grants. However, the objective of our tests was not to provide an 
opinion on compliance with such provisions.
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Required Item Comments

Responsibilities of 
management and TCWG

Management’s responsibilities include:

• The fair presentation of the financial statements, including the 
selection of appropriate accounting policies.

• Establishing and maintaining effective internal control.
• Complying with laws, regulations, grants and contracts.
• Providing the auditors with all financial records and related 

information and a signed representation letter.
• Evaluate if there are any conditions or events, considered in 

the aggregate that raise substantial doubt about the Entity’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.

• Setting the proper tone at the top.
• Designing and implementing policies and controls to prevent 

and detect fraud.

TCWG are responsible for communicating with the auditors and 
overseeing the financial reporting process.

Qualitative aspects of 
accounting practices -
Accounting Policies

Management is responsible for the selection and use of appropriate 
accounting policies. The significant accounting policies are described 
in Note 2 to the financial statements. No new accounting policies 
were adopted and the application of existing policies was not 
changed during the year, except for the adoption of the provisions of 
Governmental Accounting Standards Board Statement No. 87, 
“Leases”. The Agency evaluated the impact of the statement and 
determined the amounts were not material to the financial 
statements.  
  
The accounting policies of the Entity conform to U.S. generally 
accepted accounting principles as applicable to state and local 
governments.  The Entity’s reports are based on all applicable GASB 
pronouncements.

We noted no transactions entered into by the Entity during the year 
for which there is a lack of authoritative guidance or consensus. 

All significant transactions have been recognized in the financia l 
statements in the proper period.

Qualitative aspects of 
accounting practices –
Significant Unusual 
Transactions

No matters have come to our attention that would require us to 
inform you about the methods used to account for significant unusual 
transactions.
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Required Item Comments

Qualitative aspects of 
accounting practices -
Accounting Estimates and 
Management’s Judgment

Accounting estimates are an integral part of the financial statements 
prepared by management and are based on management's 
knowledge and experience about past and current events and 
assumptions about future events. 

Certain accounting estimates are particularly sensitive because of 
their significance to the financial statements and because of the 
possibility that future events affecting them may differ significantly 
from those expected. The most sensitive estimates affecting the
Agency's financial statements were:

 Estimates for certain operating liabilities

Qualitative aspects of 
accounting practices -
Financial Statement 
Disclosures

Certain financial statement disclosures involve significant judgment 
and are particularly sensitive because of their significance to financial 
statement users. The most sensitive disclosure affecting the financial 
statements are: 

 Note 2 which summarizes significant accounting policies
 Note 6 which summarizes the Agency’s related party transactions

The financial statement disclosures are consistent and clear.

Significant risks We have identified the following significant risks in connection with 
our audit:

Management override of internal controls

The audit procedures applied as a result of the aforementioned 
significant risks were designed to and have reduced the risk of 
material misstatement to low.

Difficulties encountered in 
performing the audit

We encountered no significant difficulties in dealing with 
management in performing and completing our audit.
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Required Item Comments

Corrected and uncorrected 
misstatements

Professional standards require us to accumulate all known and likely 
misstatements identified during the audit (including passed 
adjustments and omitted financial statement disclosures), other than 
those that are clearly trivial, and communicate them to the 
appropriate level of management. Management has corrected all 
such misstatements.

In addition, corrected misstatements that were brought to the 
attention of management as a result of our audit procedures are also 
included in Appendix 1.

Disagreements with 
management

For purposes of this communication, a disagreement with 
management is a matter, whether or not resolved to our satisfaction, 
concerning financial accounting, reporting, or auditing, which could 
be significant to the financial statements or the auditors’ report. We 
are pleased to report that no such disagreements arose during the 
course of the audit.

Management 
representations

We have requested certain representations from management that 
are included in the management representation letter (see Appendix 
1).

Management’s 
consultations with other 
accountants

In some cases, management may decide to consult with other 
accountants about auditing and accounting matters, similar to 
obtaining a “second opinion” on certain situations. If a consultation 
involves application of an accounting principle to the Entity’s f inancial 
statements or a determination of the type of auditors’ opinion that 
may be expressed on those statements, 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.

Auditor independence We affirm that PKF O’Connor Davies, LLP is independent with 
respect to the Entity in accordance with relevant professional 
standards.

Significant issues discussed 
with management prior to 
retention

We generally discuss a variety of matters, including the application of 
accounting principles and auditing standards with management each 
year prior to retention as the Entity’s auditor. However, these 
discussions occurred in the normal course of our professional 
relationship and our responses were not a condition to our retention.
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Internal Control over Financial Reporting
In planning and performing our audit of the financial statements, we considered the Town of 
Montgomery Industrial Development Agency’s (“Agency”) internal control over financial reporting 
(“internal control”) as a basis for designing 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 Entity’s internal control. Accordingly, 
we express no such opinion.

Professional standards require that we communicate to you, in writing, all significant deficiencies 
and/or material weaknesses in internal control that we identify in performing our audit.  For this 
purpose, deficiencies in internal control are categorized as follows:

 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 and 
was not designed to identify all deficiencies in internal control that might be deficiencies, significant 
deficiencies, or material weaknesses and, therefore, there can be no assurance that all such 
deficiencies have been identified.

We did not identify any deficiencies in internal control that we consider to be material weaknesses, 
as defined above.

We noted deficiencies in the Entity’s internal control that we consider to be significant deficiencies. 
These are described on the following pages.

In addition, we share for your consideration on the following pages other observations about the 
internal control and operations.

This communication is intended solely for the information and use of management and others 
charged with governance and is not intended to be and should not be used by anyone other than 
these specified parties.  We will be pleased to discuss these communications and comments in 
further detail at your convenience, or to assist you in implementing the recommendations.

Harrison, New York
March 21, 2023
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Town of Montgomery
Industrial Development Agency

Significant Deficiencies

 Use of General Ledger Accounting Software

Condition

Our audit procedures revealed that the Agency does not use general ledger software. Essentially, 
the Agency maintains manual external records that are used to support information in the financial 
statements. 

Criteria

General ledger accounting software is a bookkeeping ledger where accounting data are posted and 
maintained.

Cause 

Minimal financial activity contributed to the use of spreadsheets instead of general ledger software.

Effect

The financial statements could be materially misstated or incomplete due to input errors or 
omissions in the manual records.

Recommendation

We suggest that the Agency begin utilizing general ledger software as soon as possible and that 
efforts be made to ensure it is complete and accurate.
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Town of Montgomery
Industrial Development Agency

Other Matters

 Bank Reconciliations

Currently the financial transactions of Agency are not recorded through or into any type of 
accounting software. Rather, all activity is recorded through a spreadsheet. This spreadsheet is 
updated each month; however, no reconciliation of the cash balance is performed.

Recommendation

We suggest that a formal bank reconciliation be prepared for each month and that these 
reconciliations be filed so that they can later be accessed if needed. In order to enforce the checks 
and balances necessary for strong controls over cash, we also suggest that a member of the Board
review the bank reconciliations for unusual items, investigate and fully resolve any such items, and 
document his or her approval by initialing the form. Alternatively, the bank reconciliations could be 
provided as part of the monthly report to the Board.
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Appendix 1

Adjusting Journal Entries

Client: 1546602 - Town of Montgomery Industrial Development Agency

Engagement: 546602 - Town of Montgomery Industrial Development Agency

Period Ending: 12/31/2022

Trial Balance: 3000.00 - IDA TB

Workpaper: 1300.01A - mgt ltr Adjusting Journal Entries Report

Account Description Debit Credit

Adjusting Journal Entries JE # 1

5000 Contracted Services 10,385.00

2000 Accrued Expenses 10,385.00

Total 10,385.00 10,385.00

Adjusting Journal Entries JE # 2

2001 Project Escrow Liability 3,640.00

4000 Miscellaneous Income - Walden Construction Enterprise Escrow Deposit 5,160.00

4109 Miscellaneous Income Key Capture 4109 Escrow Deposit 10,000.00

4112 Miscellaneous Income city Winery 4112 Escrow Deposit 5,000.00

5003 Other Operating Expenses 65.00

5004 Sailfish Escrow 5,925.00

5005 Walden Construction Escrow 10,160.00

5006 Cardinal Health Escrow 80.00

5007 Key Capture Energy Escrow 7,200.00

5008 City winery Escrow 280.00

5009 Dormant Escrow 220.00

5009 Dormant Escrow

Total 23,865.00 23,865.00

Adjusting Journal Entries JE # 3

5103 EDC membership renewal dues 850.00

1003 Prepaid Expense 850.00

Total 850.00 850.00

Adjusting Journal Entries JE # 4

5001 Professional Services 4,500.00

2000 Accrued Expenses 4,500.00

Total 4,500.00 4,500.00

to accrue payroll 25, 26 and 1. Payroll expenses for Felicia are billed quarterly; at year end these were 

unpaid.

To correct balance in escrow liability for expenses paid out during the year and/or received during the 
year

To recognize 2022 membership expense. 2023 membership expense was not prepaid

to adjust accrued expenses for auditing fee
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Appendix 2

Management Representation Letter
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Appendix 3

About PKF O’Connor Davies, LLP
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