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March 10, 2026

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, 2025 and have issued our report 
thereon dated March 10, 2026.  

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 audit. We have communicated such 
information in our engagement letter to you dated December 4, 2025. 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 December 4, 2025.  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’ report, 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. 102, 
“Certain Risk Disclosures”.
  
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 financial 
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 5 which summarizes the Agency’s related party transactions

The financial statement disclosures are consistent and clear.

Significant risks Significant risks are defined as risks that require special audit 
consideration without regard to identified internal controls related to 
those risks. In most audits, one or more significant risks normally 
arise. We have identified the following significant risks in connection 
with our audit.

Management override of internal controls 

Management is in a unique position to perpetrate fraud because 
of management’s ability to manipulate accounting records and 
prepare fraudulent financial statements by overriding controls that 
otherwise appear to be operating effectively. Although the level of 
risk of management override of controls will vary from entity to entity, 
the risk is, nevertheless, present in all entities. Our audit procedures 
did not identify any management override of internal controls.

Improper revenue recognition due to fraud 

Auditing standards require the auditor to ordinarily presume 
that improper revenue recognition is a fraud risk on all audit 
engagements unless the auditor can conclude that the risk is not 
applicable to the entity.

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. 

Our audit procedures did not identify any improper revenue 
recognition due to fraud.
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Required Item Comments

Going Concern Professional standards require us to evaluate whether conditions or 
events exist that raise substantial doubt about the entity’s ability to 
continue as a going concern for a reasonable period of time. As part 
of our audit, we considered management’s evaluation of the entity’s 
ability to continue as a going concern.

Based on the audit procedures performed and the evidence 
obtained, we did not identify conditions or events that raise 
substantial doubt about the entity’s ability to continue as a going 
concern for a period of one year from the balance sheet date.

Difficulties encountered in 
performing the audit

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

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 financial 
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.
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Required Item Comments

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.

However, 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 10, 2026
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Town of Montgomery
Industrial Development Agency

Other Matters

 Financial Reporting and Segregation of Duties

The Agency has one full-time Executive Director who performs substantially all accounting and 
financial reporting functions. We understand this structure is consistent with the Agency’s size and 
resources; however, the Executive Director does not have formal accounting training. 

During the audit, we proposed several journal entries necessary to properly state cash, accrued 
expenses, and escrow liabilities. Management reviewed and accepted these entries, which are 
included in Appendix 1 to the required communications.

Recommendation

The concentration of accounting responsibilities in one individual increases the risk that errors or 
omissions may occur and not be identified in a timely manner. While we recognize that full 
segregation of duties may not be feasible, we recommend continued oversight by those charged 
with governance, including periodic review of financial information and consultation with external 
accounting professionals, as needed.

 Chart of Accounts

During our audit, we noted the existing chart of accounts does not follow the Uniform System of 
Accounts as prescribed by the office of the New York State Comptroller

Recommendation

We recommend the Agency conform to the Uniform System of Accounts.
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On the Horizon

GASB Statement No. 103 – Financial Reporting Model Improvements

The objective of this Statement is to improve key components of the financial reporting model to 
enhance its effectiveness in providing information that is essential for decision making and assessing a 
government’s accountability. This Statement also addresses certain application issues as follows: 

 Management’s Discussion and Analysis (“MD&A”) - This Statement requires that the information 
presented in the MD&A be limited to five sections: (1) Overview of the Financial Statements, (2) 
Financial Summary, (3) Detailed Analyses, (4) Significant Capital Asset and Long-Term Financing 
Activity, and (5) Currently Known Facts, Decisions or Conditions. The Statement requires that the 
detailed analyses within the MD&A should not only present the amounts or percentages of changes 
from the prior year, but also include explanations as to the reasons for the changes. The Statement 
emphasizes that only the most relevant information be presented by eliminating duplicative 
explanations and removing “boilerplate” discussions. 

 Unusual or Infrequent Items - This Statement describes unusual or infrequent items as transactions 
and other events that are either unusual or infrequent in occurrence. Furthermore, governments are 
required to display the inflows and outflows related to each item separately as the last presented 
flow(s) of resources prior to the net change in resource flows in the government-wide, governmental 
fund, and proprietary fund statements. 

 Presentation of Proprietary Fund Statement of Revenues, Expenses, and Changes in Fund Net 
Position – This Statement requires that proprietary fund statements continue to distinguish between 
operating and nonoperating revenues and expenses as in the past. However, in addition to the 
subtotals currently presented, this Statement requires that a subtotal for operating income (loss) 
and noncapital subsidies be presented before reporting other nonoperating revenues and expenses. 
Subsidies are defined as (1) resources received from another party or fund (a) for which the 
proprietary fund does not provide goods and services to the other party or fund and (b) that directly 
or indirectly keep the proprietary fund’s current or future fees and charges lower than they would be 
otherwise, (2) resources provided to another party or fund (a) for which the other party or fund does 
not provide goods and services to the proprietary fund and (b) that are recoverable through the 
proprietary fund’s current or future pricing policies, and (3) all other transfers.

 Major Component Unit Information - This Statement requires governments to present each major 
component unit separately in the reporting entity’s statement of net position and statement of 
activities if it does not reduce the readability of the statements. If readability is reduced, combining 
statements of major component units should be presented after the fund financial statements.

 Budgetary Comparison Information – This Statement requires governments to present budgetary 
comparison information as Required Supplementary Information (similar to pension and other 
postemployment benefits reporting). Governments are also required to present (1) variances 
between original and final budget amounts and (2) variances between final budget and actual 
amounts. An explanation of significant variances is required to be presented in the notes to the 
Required Supplementary Information. 

The requirements of this Statement are effective for fiscal years beginning after December 15, 2025 
(i.e., the Agency’s financial statements for the year ended December 31, 2026).
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GASB Statement No. 104 – Disclosure of Certain Capital Assets

GASB Statement No. 104, “Disclosure of Certain Capital Assets”, provides guidance on disclosures for
capital assets to be presented by major class. The objective of this Statement is to provide government
financial statement users with essential information about certain types of capital assets.

This Statement requires certain types of capital assets to be disclosed separately in the capital assets 
note disclosures. Leased assets recognized in accordance with GASB Statement No. 87, “Leases” and 
subscription assets recognized in accordance with GASB Statement No. 96, “Subscription-Based
Information Technology Arrangements” should be separately disclosed. In addition, this Statement 
requires any other intangible assets other than these types to also be disclosed separately by major 
class.

This Statement also requires additional disclosures for capital assets held for sale. A capital asset is a 
capital asset held for sale if (a) the government has decided to pursue the sale of the capital asset and 
(b) it is probable that the sale will be finalized within one year of the financial statement date.

Governments should consider relevant factors to evaluate the likelihood of the capital asset being sold 
within the established time frame. This Statement requires that capital assets held for sale be evaluated 
each reporting period. Governments should disclose (1) the ending balance of capital assets held for 
sale, with separate disclosure for historical cost and accumulated depreciation by major class of asset, 
and (2) the carrying amount of debt for which the capital assets held for sale are pledged as collateral 
for each major class of asset.

The requirements of this Statement are effective for fiscal years beginning after June 15, 2025 (i.e., 
the Agency’s financial statements for the year ended December 31, 2026).
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Appendix 1

Corrected Misstatements

Account Description Debit Credit

Adjusting Journal Entries JE # 1

2011 Local Labor Escrow 3,160.00

2011 Local Labor Escrow 5,164.00

2012 Other Current Liabilities 5,360.00

2000 Accrued Expenses 4,586.00

30001 Opening balance equity 8,280.00

5998 Reimbursed Expenses 195.00

5999 Misc Operating Expenses (Email) 623.00

Total 13,684.00 13,684.00

Adjusting Journal Entries JE # 2

5013 Contract & professional fees:Accounting fees 500.00

7301 Payroll expenses:Salaries & wages 28,244.00

2000 Accrued Expenses 500.00

2000 Accrued Expenses 15,976.00

7301 Payroll expenses:Salaries & wages 12,268.00

Total 28,744.00 28,744.00

Adjusting Journal Entries JE # 3

1000.3774 Cash account - Prime Metal (3774) 5,000.00

2011 Local Labor Escrow 3.00

2011 Local Labor Escrow 1,540.00

2012 Other Current Liabilities 2,500.00

5017 Office expenses:Bank fees & service charges 3.00

6460.4 6460.4 Contract & professional fees 960.00

Total 5,003.00 5,003.00

Adjusting Journal Entries JE # 5

1000.3366 Commercial Analyzed Checking (3366) - 1 1,000.00

1000.3855 Choice Films Escrow (3855) 5,000.00

2011 Local Labor Escrow 5,000.00

40004 2116 IDA Application Fee and Fee for Services 1,000.00

Total 6,000.00 6,000.00

To adjust opening net position to agree to 2024 audited financial statements.

To adjust accrued expenses for the current fiscal year.

To adjust escrow liability for the current fiscal year.

To record cash and escrow liability and project fees noted during subsequent receipt 

testing.
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Management Representation Letter



 

 

 

 

 

 

 

 

 

 

 

 

 

(This page intentionally left blank) 















Appendix 3

About PKF O’Connor Davies, LLP
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