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INDEPENDENT AUDITOR’S REPORT

To the Board of Trustees
Payne County Economic Development Authority
Stillwater, Oklahoma

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities of the Payne County
Economic Development Authority, a component unit of Payne County, State of Oklahoma, as of and for the
year ended December 31, 2018, and the related notes to the financial statements, which collectively comprise
the Authority’s basic financial statements as listed in the Table of Contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with the 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 the
financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the Authority’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 Authority’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 estimates made by management, as well as
cvaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained 1s sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the business-type activities of the Payne County Economic Development Authority, a
component umit of Payne County, State of Oklahoma, as of December 31, 2018, the respective changes in
financial position and cash flows thereof for the year then ended in acecordance with accounting principles
generally accepted in the United States of America.



Other Matters
Required Supplementary Information

Managerment has omitted Management’s Discussion and Analysis that accounting principles generally accepted
in the United States of America require to be presented to supplement the basic financial statements. Such
missing information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. Our opinion on the basic
financial statements is not affected by this missing information.

Other Reporting Required by Governmental Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 3, 2019, on our
consideration of Payne County Economic Development Authority's internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements, and
other matters. The purpose of that rcport 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 Authority’s internal control over financial reporting
and cornpliance.

Steven F. Cundiff, CPA, Inc.

»‘53 wfw S E

July 3, 2019




PAYNE COUNTY ECONOMIC DEVELOPMENT AUTHORITY
A COMPONENT UNIT OF PAYNE COUNTY, OKLAHOMA
Stiliwater, Oklahoma

STATEMENT OF NET POSITION
PROPRIETARY FUND
December 31, 2018

Business-Type

Activities
ASSETS
Current assels:
Cash and cash equivalents (note 1) $ 11894579
Total currernt assets 118,945.79
Other assets:
Capital lease receivable: Glencoe Public School District: cash held by trustee bank
Accrued interest receivable ] 80.00
Rebate fund: cash and investments (note 1) 3,561.38
Debt service fund: cash and investments (note 1) 50,005.25
Total cash held by trustee bank 53,646.63
Capital lease receivable: Glencoe Public School District 2,868,086.70
Total assets $ 3,040,679.12
LIABILITIES
Current liabilities:
Accrued interest payable 3 26,733.33
Current portiort of revenue bonds payable 340,000.00
Total currert liabilities 366,733.33
Long-term liabilities:
Revenue bonds payable (note 3) ] 2,895,000.00
Less: current portien (340,000.00)
Total long-term liabilities 2.555,000.00
Total liabilities 2,921,733.33
NET POSITION
Unrestricted 118,945.79
Total net position 118,945.79
Total liabilities and net position $ 3.040,679.12

The notes to the financial statements are an integral parn of this statement.
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PAYNE COUNTY ECONOMIC DEVELOPMENT AUTHORITY
A COMPONENT UNIT OF PAYNE COUNTY, OKLAHOMA

Stillwater, Oklahoma

STATEMENT OF ACTIVITIES AND CHANGES IN NET POSITION

PROPRIETARY FUND
For the Years Ended December 31, 2018

Operating revenues:
Administrative trust management fee income
Sale of house and lot
Less cost of house construction
Net on sale of house
Rent income
Total operating revenues

Operating expenses:
Administrative fees
Audit fee expense
Economic development community grants
Total operating expenses

Net income (loss} from operating activities

Non-operating revenue (expense)
Interest income
Interest expense

Tota! non-operating revenue {expense)

Net income {loss} before transfers
Operating transfers in
QOperating transfers out

Net income (loss)

Net position beginning of year

Net position end of year

Business-Type

Activities

3
3 84,958.74
(92,403.02)

$

1,286.00

(7,444.28)
36,122.25

29,963.97

6,224.01
3,600.00
69,725.67

79,449.68

(49,485.71)

1,870.07
(84,466.68)

(82,596.61)

(132,082.32)

(132,082.32)

251,028.11

$

118,845.79

The notes to the financial statements are an integral part of this statement.



PAYNE COUNTY ECONOMIC DEVELOPMENT AUTHORITY
A COMPONENT UNIT OF PAYNE COUNTY, OKLAHOMA
Stillwater, Oklahoma

STATEMENT OF CASH FLOWS
PROPRIETARY FUND
For the Years Ended December 31, 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from clients for operating revenues
Cash payments to suppliers for operating expenses

Net cash previded (used) by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
{Purchase) liguidation from current investments
Proceeds from sales and maturities of long-term investments
Interest received
Net cash provided (used) by investing activities

CASH FL.OWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Acquisition and construction of capital assets
Bond proceeds
Principal paid on long-term bonds payable
Interest paid on debt
Net cash provided (used) by capital and related financing activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Operating transfers in
Operating transfers out
Net operating transfers

Net increase (decrease) in cash and cash equivalents
Total cash and cash equivalents, beginning of the year
Total cash and cash equivalents, end of the year

RECONCILIATION OF OPERATING INCOME (L OSS) TO NET CASH
PROVIDED (USED) BY OPERATING ACTIVITIES
Operating income (loss)
Changes in assets and liabilities:
Accrued capital lease receivable

Net cash provided by operating activities

Business-Type
Activities

$ 499794.74
(171,852.70)

327,942.04

(1,567.78)

1,790.07

222.29

(320,000.00)
(86,600.02)

(406,600.02)

(78,435.69)

197,381.48

$ 118,945.79

$  (49,485.71)

37742775

$ 327,942.04

The notes to the financial statements are an integral part of this statement.
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PAYNE COUNTY ECONOMIC DEVELOPMENT AUTHORITY
A COMPONENT UNIT OF PAYNE COUNTY, OKLAHOMA
Stillwater, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2018

Summary of Significant Accounting Policies

A. Nature of Reporting Entity

The Payne County Economic Development Authority (the "Authority") is a public trust created under a
Trust Indenture dated July 8, 1998, under the provisions of Title 60, Oklahoma Statutes 2011, Sections
176 to 180.3, inclusive as amended and supplemental, the Oklahoma Trust Act and other applicable
statutes and laws of the State of Oklahoma. Under these state provisions, the Authority has the ability to
issue “tax exempt” bonds. Because of this ability to issue tax exempt bonds directly to the public, the
Authority is being reported on as a governmental organization. The purpose of the Authority is to
promote the economic growth and development of Payne County, State of Oklahoma.

The governing body of the Payne County Economic Development Authority is governed by three trustees
who are the persons counstituting the members of the Payne County Board of County Commissioners.
The Payne County Clerk serves as a non-voting Secretary-Treasurer.

The Payne County Economic Development Authority is considered a component unit of Payne County,
State of Oklahoma. The financial activities of Payne County and its other component units are not
included in the financial statements of the Authority.

In evaluating how to define the authority, for financial reporting purposes, management has considered
all potential component units. The decision to include a potential component unit in the reporting entity
was made by applying the criteria cstablished by the Governmental Accounting Standards Board
(GASB). The basic--but not the only--criterion for including a potential component unit within the
reporting entity is the governing body's ability to exercise oversight responsibility. The most significant
manifestation of this ability 1s financial interdependency. Other manifestations of the ability to exercise
oversight responsibility included, but are not limited to, the selection of governing authority, the
designation of management, the ability to significantly influence operation, and accountability for fiscal
matters. A second criterion used in evaluating potential component units is the scope of public service.
Application of this criterion involves considering whether the activity benefits the Authority and/or its
citizens, or whether the activity is conducted within the geographie boundaries of the Authority and is
generally available to its patrons. A third critcrion used to evaluate potential component units for
inclusion or exclusion from the reporting entity is the existence of special financing relationships,
regardless of whether the Authority is able to exercise oversight responsibilities. Based upon the
application of these criteria, there are no potential component units included in the Authority's reporting
entity.

The Authority is operated in a manner similar to a private business enterprise. Administrative fee
revenue was received from Oklahoma State University to provide financing opportumties for various
construction projects for the University and the OSU Alumni Association starting in 1999 and eceased in
2011,



PAYNE COUNTY ECONOMIC DEVELOPMENT AUTHORITY
A COMPONENT UNIT O PAYNE COUNTY, OKLAHOMA
Stillwater, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2018

Summary of Significant Accounting Policies (continued)

Reporting Equity (continued)

On December 24, 2015, the Authority issued the Payne County Economic Development Authority
Educational Facilities Lease Revenue Bonds {Glencoe Public Schools Project) Series 2014 in the amount
of $3,815,000.00. The purpose was to build a school building, school furniture, fixtures, and equipment.
The facilities will be leased to Glencoe School District under a multi-year lease purchase agreement.

The Authority now receives an administrative fee from the Trustee bank for management of the Glencoe
Public School Project. The authority also receives rental income from the School District for the
lease/purchase of the new school building project.

The expenses of the Authority include professional services (audit fees, legal fees, and bond trustee fees)
and the Authority periodically make grants to smaller Payne County Communities for economic
development. In 2014, a community grant was made to the Perkins Community Foundation in the
amount of $30,000. In 2015, a community grant was made to the City of Glencoe, $18,234.85 and a
grant to the City of Cushing in the amount of $24,869.98, and a grant to the City of Perkins in the amount
of $6,000.00. In 2016, various community grants were made for $11,381.74. No grants were made in
2017. In 2018, the Authority made a community grant of $2,375.00 to the City of Yale, $15,000.00 to
the City of Stillwater, $38,150.67 to the City of Glencoe, $7,000.00 to the City of Cushing, and four
promotional economic grants for events totaling $7,200.00.

In 2018, as a new economic development strategy, the Authority constructed a house for resale on a lot
owned by Payne County in an economically depressed area in the City of Cushing. It was constructed
using the expertise of the Vocational Technology School District. The house was built and sold during
2018.

The Authority operates as an enterprise fund. Enterprise funds are proprietary funds used to account for
business-like activities. These activities are financed by user charges and the measurement of financial
activity focuses on net income measurement similar to the private sector.

The Authority operated no governmental fund types or fiduciary funds.

Professional standards require the presentation of the classification of the net position on the statement of
net position in the following hierarchy: Nonspendable, restricted, committed, assigned, or unassigned.
Net position is displayed in three components: net investments in capital assets, restricted net position,
and unrestricted net position. The Authority used one fund which is a proprietary fund of a business-type
activity as described above. Its net position is classified as unrestricted.

B. Measurement Focus and Basis of Accounting

Measurement Focus

On the government-wide Statement of Net Position and the Statement of Activities, business-like
activities are presented using the economic resources measurement focus defined as: The proprietary
fund utilizes an “economic resources” measurernent focus. The accounting objective of this
measurement focus are the determination of operating income, changes in net position (or cost recovery),



Summary of Significant Accounting Policies (continued)
Measurement Focus and Basis of Accounting (continued)

financial position, and cash flows. All assets and liabilitics (whether current or noncurrent) associated
with their activities are reported. Proprictary fund equity is classified as net position.

Basis of Accounting

In the government-wide Statement of Net Position and Statement of Activities, business-like activities are
presented using the accrual basis of accounting. Under the accrual basis of accounting, revenues are
recognized when earned and expenses are recorded when the related liability is incurred.

C. Assets, Liabilities and Net Position

1. CASH AND CASH EQUIVALENTS — The Authority considers all cash on hand, demand deposits
and highly liquid investments, with an original maturity of three months or less when purchased, to be
cash and cash equivalents.

a. Deposits and Investments — Oklahoma Statutes authorize the Authority to invest in certificates of
deposit, repurchase agreements, passbooks, bankers’ acceptances, and other available bank investments
provided that all deposits are fully covered by approved securities pledged to secure those funds. In
addition, the Authority can invest in direct debt securities of the United States unless law expressly
prohibits such an investment.

Custodial Credit Risk: At December 31, 2018, the Authority held unrestricted deposits of $118,945.79
and other deposits of $53,566.63 at financial institutions. The Authority’s cash deposits are entircly
covered by Federal Depository Insurance (FDIC) or direct obligations of the U.S. Government insured or
collateralized with securities held by the Authority or by its agent in the Authority’s name.

Investment Interest Rate Risk: The Authority does not have a formal investment policy that limits
investment maturitics as a mecans of managing its exposurc to fair value losses arising from increasing
interest rates.

Investment Credit Risk: The Authority has no policy that limits its investment choices other than the
limitation of state law as follows:

a. Direct obligations of the U.S. Government, its agencies and instrumentalities to which the full
faith and credit of the U.S. Government is pledged, or obligations to the payment of which the
tull faith and credit of the State is pledged.

b. Certificates of deposits or savings accounts that are either insured or secured with acceptable
collateral with in-state financial institutions, and fully insured certificatcs of deposit or savings
accounts in out-of-state financial institutions.

c. With certain limitation, negotiable certificates of deposit, prime bankers’ acceptances, prime
commercial paper and repurchase agreements with certain limitations.

d.  County, municipal or school district tax supported debt obligations, bond or revenue
anticipation notes, money judgments, or bond or revenue anticipation notes of public trusts
whose beneficiary 1s a county, municipality or school district.

e. Notes or bonds secured by mortgage or trust decd insured by the Federal Housing
Administrator and debentures issued by the Federal Housing Administrator, and in obligations of
the National Mortgage Association.

f.  Money market funds regulated by the SEC and in which investments consist of the
investments mentioned in the previous paragraphs(a-d).



PAYNE COUNTY ECONOMIC DEVELOPMENT AUTHORITY
A COMPONENT UNIT O PAYNE COUNTY, OKLAHOMA
Stillwater, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2018

Summary of Significant Accounting Policies (continued)

Cash and Cash Equivalents (continued)

The cash and investments held at December 31, 2018 are as follows:

Weighted
Average
Maturity Credit Market
Type {Months) Rating Value Cost
Cash and Investments
Money Market N/A AAAm § 11894579 § 118.945.79
Federated Government Obligations N/A N/A 3 53,56663 §  53,566.63
Total cash and investments 5 17251242 § 17251242

Concentration of Investment Credit Risk: The Authority places no limit on the amount it may invest in
any one issuer. The Authority has the following of credit risk: 69% in Money Market funds in the
amount of $118,945.79,

b. Other assets: Restricted Cash and Investments — The debt service fund cash and investments are the
result of financial requirements of bond issues and consist of funds held in accounts with the Trustee
bank. Under the terms and provisions of the Bond Indenture, these special accounts and reserve funds
arc maintained for the benefit of the holders of the bonds and are not subject to lien or attachment by any
other creditors. These accounts and reserve funds are to be maintained so long as any bonds are
outstanding. Monies contained in the accounts and reserve funds held by the Trustee are required to be
continuously invested in authorized securities that mature not later than the respective dates when the
funds shall be required for the purpose intended by the trust indenture.

c. Fair Value of Financial Instruments — The Authority’s financial instruments include cash and cash
equivalents, temporary investments, interest and receivable. The Authority’s estimates of the fair value
of all financial instruments do not differ materially from the aggregate carrying values of its financial
instruments recorded in the accompanying statement of net position. The carrying amount of these
financial instruments approximate fair value because of the short maturity of these instruments.

2. INVENTORIES - Inventories consist of minimal amounts of expendable supplies. No amount of
these costs has been reported as inventory.

3. CAPITAL ASSETS — Additions of buildings and equipment are recorded at cost or, if contributed
property, at their estimated fair value at time of contribution. Repairs and maintenance are recorded as
expenses; renewals and befterments are capitalized. All items are capitalized in excess of $2,000.00.
The sale or disposal of fixed assets is recorded by removing cost and accumulated depreciation from the
accounts and charging the resulting gain or loss to income. Depreciation for major movable equipment
and building and improvements is computed on the straight-line method over useful lives of 5-20 years
for equipment and 50 years for buildings and improvements. The Glencoe Public School building project
was complete and placed in service December 31, 2017. Upon completion of the building project,
construction in progress was converted to a capital lease receivable from the Glencoe Public School
District of Oklahoma.




PAYNE COUNTY ECONOMIC DEVELOPMENT AUTHORITY
A COMPONENT UNIT O PAYNE COUNTY, OKLAHOMA
Stillwater, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2018

Summary of Significant Accounting Policies (continued)

4. CAPITAL LEASE RECEIVABLE - In 2017, construction of the Glencoe School District building was
completed and the building was rented to the Glencoe School District under a multi year lease
arrangement.

Balance Balance
12-31-17 Additions Deletions 12-31-18
Capital Lease Receivable  $3,378,635.88 0.00 $(510,549.18) 2,868,086.70

5. LEASE AGREEMENT — On December 1, 2014, the Authority entered into a lease agreement with the
Glencoe School District of Payne County Oklahoma., The lease term is for one year, with option to
renew each year. The schedule for the future lease payments is as follows:

SEMI-ANNUAL  ANNUAL

RENT LEASE TOTAL ANNUAL
DATE PAYMENTS PAYMENTS PAYMENTS
2019-20 3,000.00 420,450.00 423,450.00
2020-21 3,000.00 435,300.00 438,300.00
2021-22 3,000.00 445,200.00 448,200.00
2022-23 3,000.00 460,050.00 463,050.00
2023-24 3,000.00 474,900.00 477,900.00
2024-25 3,000.00 484,800.00 487,800.00
2025-26 1,500.00 499.,650.00 501,150.00
Totals $ 19,500,006 $§ 3,220,350.00 §3,239,850.00
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PAYNE COUNTY ECONOMIC DEVELOPMENT AUTHORITY
A COMPONENT UNIT OF PAYNE COUNTY, OKLLAHOMA
Stillwater, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2018

Summary of Significant Accounting Policies (continued)

6. LONG-TERM DEBT - The Payne County Economic Dcvelopment Authority Educational Facilities
Lease Revenue Bonds (Glencoe Public Schools Project) Series 2014 were issued for building school
buildings and furnishing school furniture, fixtures and equipment, for the benefit of the Glencoe School
District.

The Authority’s long-term debt and amounts to be repaid from business-type activities are described

below,

Maturity Date Interest Rate Amount

09/01/2019 2.125% 340,000
09/01/2020 2.500% 365,000
09/01/2021 2.625% 385,000
09/01/2022 2.750% 410,000
09/01/2023 3.000% 440,000
09/01/2024 3.000% 460,000
09/01/2025 3.125% 495,000

Total $ 2,895,000

The following is a summary of long-term debt transactions of the Authority.

Balance Retired Balance
Outstanding During Outstanding
12-31-17 Issued Year 12-31-18

The Authority:
Series 2014 Debt $3.215.000.00 $ 000 § 320,000.00 §$ 2,895,000.00
Total $3,215,000.00 $ 000 § 32000000 § 2,895,000.00

7. INTERFUND RECEIVABLES AND PAYABLES — There were not interfund receivables or payables at
December 31, 2018.

8. COMPENSATED ABSENCES - The Authority has no employees and thus does not provide sick leave or
vacation. There is no recorded liability for compensated absences.

9. INCOME TAXES — The Payne County Economic Development Authority is a political subdivision of
Payne County, which is a political subdivision of the State of Oklahoma, and therefore, is exempt from
federal and state income taxes.
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PAYNE COUNTY ECONOMIC DEVELOPMENT AUTHORITY
A COMPONENT UNIT OF PAYNE COUNTY, OKLAHOMA
Stillwater, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2018

Summary of Significant Accounting Policies (continued)

10. ENCUMBRANCES - Encumbrances represent commitments related to unperformed contracts for goods
or services. Encumbrance accounting — under which purchase orders and other commitments of resources are
recorded as expenditures of the applicable fund — is utilized in all governmental funds of the Authority.
Appropriations not used or encumbered will lapse at the end of the year.

11. PROPERTY TAX REVENUES — The Authority is not authorized by state law to levy property taxes.

12. USE OF ESTIMATES - The preparation of financial statements in conformity with the generally accepted
accounting principles require management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. Accordingly, actual results
could differ from those estimates.

13. RISK MANAGEMENT — The Authority is exposed to various risks of loss related to general liability and
torts; theft of, damage to, and destruction of assets; errors and omissions; and natural disasters. Property
insurance coverage is being provided through the Association of County Commissioners of Oklahoma Self-
Insurance Group.

14, SUBSEQUENT EVENTS - Management has evaluated and disclosed relevant events July 3, 2019, which
18 the date the financial statements were available to be issued and has determincd that no additional
information needs to be added to the financial statements.
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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

To the Board of Trustees
Payne County Economic Development Authority
Stillwater, Oklahoma

We have audited, in accordance with auditing standards generally accepted in the Unitcd 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 business-type
activities, of the Payne County Economic Development Authority, a component unit of Payne County, as
listed in the Table of Contents, as of and for the year ended December 31, 2018, and the related notes to
the financial statements, which collectively comprise the Payne County Economic Development
Authority’s basic financial statements and have issued our report thereon dated July 3, 2019. We have
included an explanatory paragraph in our report that stated management had not presented the
Management’s Discussion and Analysis and the budgetary information to supplement the financial
statciments as required by the Governmental Accounting Standards Board.

Internal Control Over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow
management or employces, 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 contro! 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 Payne County Econemic Development
Authority'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 these provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance, or other matters, that are required to be reported under Government Auditing Standards

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the 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.

Tuly 3,2019

)&‘W j' G!imﬁ?i{ ﬁ‘f

i

Steven F. Cundiff, CPA Ine.
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