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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of the
Buffalo and Erie County Regional Development Corporation
Buffalo, New York 14203

Report on the Financial Statements

We have audited the accompanying financial statements of the Buffalo and Erie County Regional Development
Corporation (RDC), as of and for the years ended December 31, 2019 and 2018, and the related notes to the financial
statements which collectively comprise the RDC’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
accounting principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’'s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.

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



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of
RDC, as of December 31, 2019 and 2018, and the changes in its financial position and its cash flows for the years
then ended in accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Management has omitted the management’s discussion and analysis that accounting principles generally accepted in
the United States of America require to be presented to supplement the 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 financial statements in
an appropriate operational, economic, or historical context. Our opinion on the financial statements is not affected by
this missing information.

Other Information

Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole. The
schedule of expenditures of federal awards, as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, is presented for
purposes of additional analysis and is not a required part of the financial statements.

The schedule of expenditures of federal awards is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the financial statements. Such information has
been subjected to the auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our opinion,
the schedule of expenditures of federal awards is fairly stated, in all material respects, in relation to the financial
statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 12, 2020 on our
consideration of the RDC’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 report is
solely 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 RDC’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 RDC’s internal control over financial reporting and compliance.

Buffalo, New York
March 12, 2020

2 'j FreedI\/IaXiCkE:pAs, PC.



BUFFALO AND ERIE COUNTY REGIONAL DEVELOPMENT CORPORATION

STATEMENTS OF NET POSITION

DECEMBER 31,
2019 2018
ASSETS
Current assets:
Cash $ 7,650,215 5,963,260
Loans receivable 1,441,199 1,282,624
Total current assets 9,091,414 7,245,884
Noncurrent assets:
Loans receivable, net 8,278,392 11,430,656
Total assets $ 17,369,806 18,676,540
LIABILITIES
Accounts payable $ 23,723 315
Due to affiliate 303,021 353,527
Total liabilities 326,744 353,842
NET POSITION
Restricted 17,043,062 18,322,698
Total net position 17,043,062 18,322,698
Total liabilities and net position $ 17,369,806 18,676,540

See accompanying notes.



BUFFALO AND ERIE COUNTY REGIONAL DEVELOPMENT CORPORATION
STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

FOR THE YEARS ENDED DECEMBER 31,

OPERATING REVENUE
Interest from loans
Loan commitment fees
Total operating revenues

OPERATING EXPENSES
General and administrative
Loan loss expense, net recoveries
Total operating expenses
Operating income (loss)

NONOPERATING REVENUES
Interest income
Total nonoperating revenues
Change in net position

Net position - beginning of year

Net position - end of year

2019 2018
$ 490,376 $ 449,706
9,190 26,150
499,566 475,856
376,636 388,791
1,440,676 38,243
1,817,312 427,034
(1,317,746) 48,822
38,110 28,000
38,110 28,000
(1,279,636) 76,822
18,322,698 18,245,876
$ 17,043,062 $ 18,322,698

See accompanying notes.



BUFFALO AND ERIE COUNTY REGIONAL DEVELOPMENT CORPORATION
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31,

CASH FLOWS FROM OPERATING ACTIVITIES
Payments collected on loans receivable $
Loan interest and fees
Loans awarded
Payments to vendors and affiliates
Loan loss recoveries

Net cash provided (used) by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest income

Net cash provided by investing activities

Net increase (decrease) in cash

Cash - beginning of year

Cash - end of year $

Reconciliation of operating income (loss) to
net cash provided (used) by operating activities:
Operating income (loss) $
Adjustment to reconcile operating income to
net cash provided (used) by operating activities:
Provision for uncollectible loans
Change in assets and liabilities:
(Increase) decrease in:
Loans receivable
Increase (decrease) in:
Accounts payable
Due to affiliate

Net cash provided (used) by operating activities $

2019 2018
4,890,136 $ 1,743,330
499,566 475,856
(3,342,600) (5,591,295)
(403,734) (407,169)
5,477 2,269
1,648,845 (3,777,009)
38,110 28,000
38,110 28,000
1,686,955 (3,749,009)
5,963,260 9,712,269
7,650,215 5,963,260
(1,317,746) $ 48,822
1,446,153 40,512
1,547,536 (3,847,965)
23,408 65
(50,506) (18,443)
1,648,845 $ (3,777,009)

See accompanying notes.
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BUFFALO AND ERIE COUNTY REGIONAL DEVELOPMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Buffalo and Erie County Regional Development Corporation (RDC) have been
prepared in conformity with accounting principles generally accepted in the United States of America (GAAP) as
applied to government units. The Governmental Accounting Standards Board (GASB) is the accepted standard
setting body for establishing governmental accounting and financial reporting principles. The more significant of the
RDC’s accounting policies are described below.

A.

REPORTING ENTITY

Buffalo and Erie County Regional Development Corporation (RDC) was incorporated for the purpose of
encouraging the expansion of existing companies in target areas of the County of Erie (the County) by establishing
an Industrial Revolving Loan Fund from which RDC makes loans to individual companies. RDC manages a
revolving loan program maintained under an established loan administration plan approved by the grantor
governing the management of the revolving loan program.

RDC has related party relationships with the Erie County Industrial Development Agency (ECIDA) and Buffalo and
Erie County Industrial Land Development Corporation (ILDC). All three entities are managed by the same
personnel and RDC currently shares a common board with ECIDA. These entities share the same mission, which
is to provide the resources that encourage investment, innovation, growth, and global competitiveness, thereby
creating a successful business climate that benefits the residents of the region.

In accordance with accounting standards, RDC is not considered a component unit of another entity.
BASIS OF PRESENTATION

Revenues from administrative fees and interest on loans are reported as operating revenues. All expenses
related to operating the RDC are reported as operating expenses. Certain other transactions are reported as
nonoperating activities including RDC'’s interest income from deposits.

When both restricted and unrestricted resources are available for use, it is the RDC’s policy to use restricted
resources first, then unrestricted resources as they are needed.

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

RDC is considered a special-purpose government engaged in business-type activities. Business-type activities
are those that are financed in whole or in part by fees charged to external parties for goods or services. The
financial statements of the RDC are reported using the economic resources measurement focus and the accrual
basis of accounting. Revenues are recorded when earned and expenses are recorded at the time liabilities are
incurred; regardless of when the cash transaction takes place.

Nonexchange transactions, in which the RDC gives or receives value without directly receiving or giving equal
value in exchange, include grants. Revenue from grants is recognized in the fiscal year in which all eligibility
requirements have been satisfied.

INCOME TAXES

RDC is exempt from federal income tax under Internal Revenue Code Section 501(c)(3) and the income realized
will not be subject to New York State corporate franchise tax.

LOANS RECEIVABLE

Loans receivable are stated at the principal amount outstanding, net of a provision for loan loss. The allowance
method is used to compute the provision for loan loss.

Determination of the balance of the provision for loan loss is based on an analysis of the loan portfolio and reflects
an amount that, in management’s judgment, is adequate to provide for potential loan losses. Loans are written off
when, in management’s judgment, no legal recourse is available to collect the amount owed.



BUFFALO AND ERIE COUNTY REGIONAL DEVELOPMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS

Interest on loans receivable is accrued as required by the terms of the agreement; management considers that
collection is probable based on the current economic condition of the borrower. Accrual of interest ceases when
management adjusts a loan reserve to 50% or more of the loan’s outstanding balance. RDC is not accruing
interest on any loans as of December 31, 2019 or 2018.

F. INSURANCE

RDC is exposed to various risks of loss related to torts, theft of, damage to, and destruction of assets, personal
injury liability, and natural disasters. These risks are covered by commercial insurance purchased from
independent third parties. Judgments and claims are recorded when it is probable that an asset has been
impaired or a liability has been incurred and the amount of loss can be reasonably estimated. Settled claims from
these risks has not yet exceeded commercial insurance coverage.

G. STOCK WARRANTS

In connection with certain loans, RDC has received, at no cost, stock purchase warrants from the borrowers. The
borrower is sometimes given the right to repurchase these warrants from RDC at a predetermined price. RDC
also receives rights to convert certain loans to equity of the borrower.

H. NET POSITION
Equity is classified as net position and displayed in two components:

a. Restricted — Consists of net positions with constraints on the use either by (1) external groups such as
creditors, grantors, contributors, or laws or regulations of other governments; or (2) law through
constitutional provisions or enabling legislation.

b. Unrestricted — all other net positions that do not meet the definition of “restricted.”
I. STATEMENTS OF CASH FLOWS

For the purposes of the statement of cash flows, the RDC considers all cash to be unrestricted including demand
accounts and certificates of deposit with an original maturity of generally three months or less.

J. USE OF ESTIMATES IN PREPARATION OF FINANCIAL STATEMENTS

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions. This affects the reported amounts
of assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial statements,
as well as the reported amounts of revenue and expenses during the reporting periods. Actual results could differ
from those estimates.

K. ACCOUNTING PRONOUNCEMENTS

The RDC has evaluated the provisions of GASB Statement No. 83, Certain Asset Retirement Obligations,
Statement No. 84, Fiduciary Activities, Statement No. 88, Certain Disclosures Related to Debt, including Direct
Borrowing and Direct Placements, and Statement No. 90, Majority Equity Interests-an Amendment of GASB
Statements No. 14 and 61, which became effective for the fiscal year ended December 31, 2019, and determined
that they have no significant impact on the RDC'’s financial statements.



BUFFALO AND ERIE COUNTY REGIONAL DEVELOPMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS

The following are GASB Statements that have been issued recently and are currently being evaluated, by the
RDC, for their potential impact in future years.

Statement No. 87, Leases, which will be effective for the year ending December 31, 2020.

Statement No. 89, Accounting for Interest Cost Incurred before the End of a Construction Period, which will be
effective for the year ending December 31, 2020.

Statement No. 91, Conduit Debt Obligations, which will be effective for the year ending December 31, 2021.
Statement No. 92, Omnibus 2020, which will be effective for the year ending December 31, 2021.

NOTE 2. DETAIL NOTES ON TRANSACTION CLASSES/ACCOUNTS

A. ASSETS

1.

CASH AND INVESTMENTS

RDC'’s investment policies are governed by State statutes. In addition, RDC has its own written investment
policy. RDC monies must be deposited in FDIC-insured commercial banks or trust companies located within
the State. RDC’s Chief Financial Officer is authorized to use interest bearing demand accounts and
certificates of deposit. Permissible investments include obligations of the U.S. Treasury and U.S. agencies,
repurchase agreements and obligations of the State of New York and its localities.

Collateral is required for demand deposits and certificates of deposits not covered by federal deposit
insurance. Obligations that may be pledged as collateral are obligations of the United States and its agencies
and obligations of the State and its municipalities and school districts.

As of December 31, 2019 and 2018, the RDC’s aggregate bank deposits were considered fully collateralized.

Investment and Deposit Policy

RDC follows an investment and deposit policy, the overall objective of which is to adequately safeguard the
principal amount of funds invested or deposited; conformance with federal, state and other legal requirements;
and provide sufficient liquidity of invested funds in order to meet obligations as they become due. Oversight of
investment activity is the responsibility of the Chief Financial Officer of the Buffalo and Erie County Regional
Development Corporation.

Interest Rate Risk

Interest rate risk is the risk that the fair value of investments will be affected by changing interest rates. RDC’s
investment policy does not limit investment maturities as a means of managing its exposure to fair value
losses arising from increasing interest rates.

Credit Risk

RDC’s policy is to minimize the risk of loss due to failure of an issuer or other counterparty to an investment to
fulfill its obligations. RDC'’s investment and deposit policy authorizes the reporting entity to purchase the
following types of investments:

Interest bearing demand accounts.

Certificates of deposit.

Obligations of the United States Treasury and United States agencies.
Obligations of New York State and its localities.



BUFFALO AND ERIE COUNTY REGIONAL DEVELOPMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS

Custodial Credit Risk

Custodial credit risk is the risk that in the event of a failure of a depository financial institution, the reporting
entity may not recover its deposits. In accordance with RDC’s investment and deposit policy, all deposits of
RDC including interest bearing demand accounts and certificates of deposit, in excess of the amount insured
under the provisions of the Federal Deposit Insurance Act (FDIC) shall be secured by a pledge of securities
with an aggregate value equal to 100% of the aggregate amount of deposits. RDC restricts the securities to
the following eligible items:

e Obligations issued, fully insured or guaranteed as to the payment of principal and interest, by the United
States Treasury and United States agencies.

e Obligations issued or fully insured or guaranteed by New York State and its localities.

e Obligations issued by other than New York State rated in one of the three highest rating categories by at
least one nationally recognized statistical rating organizations.

2. LOANS RECEIVABLE

The revolving loan program was originally established through multiple grants received between 1979 and
1983 from the U.S. Economic Development Administration (EDA) amounting to $7,000,000. Matching funds
totaling $5,250,500 were also received from various sources.

During 2016 an amendment to the EDA award was approved by the EDA and the U.S. Department of Housing
and Urban Development (HUD). As a result, RDC returned $2,667,590 of original HUD matching funds to the
County. RDC also returned $1,546,423 to the U.S. Treasury for interest earned on deposits. ILDC then
granted $287,432 to RDC in order to maintain the appropriate local match. As a result, the loan fund is no
longer subject to HUD regulations.

RDC provides low interest loans to businesses located in Erie County in order to encourage economic
development. Loans receivable consisted of the following at December 31:

2019 2018
Total loans receivable $ 11,615,554 $ 13,163,090
Less: provision for loan loss 1,895,963 449,810
Loans receivable, net 9,719,591 12,713,280
Less: current portion 1,441,199 1,282,624
Loans receivable - long-term $ 8,278,392 $ 11,430,656

The RDC'’s policy is to present loans receivable net of a provision for loan loss. At December 31, 2019 and
2018, the allowance for uncollectible loans was $1,895,963 and $449,810, respectively.

At December 31, 2019, the loans awarded to local businesses bear interest at rates ranging from 4% to 6.5%
with varying payment terms. All loans are classified as commercial.



BUFFALO AND ERIE COUNTY REGIONAL DEVELOPMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS

Scheduled maturities of principal for these notes for the next five years and thereafter are as follows:

Fiscal Year Principal Interest

2020 $ 1,393,580 $ 485,445
2021 992,322 434,700
2022 940,215 385,396
2023 931,424 334,891
2024 705,067 296,163
Thereafter 6,468,222 573,288
Total $ 11,430,830 $ 2,509,883

This schedule does not include the variable interest rate loans that are administered by various financial
institutions. The total outstanding balance of those loans is $184,724 at December 31, 2019 with a current
portion in the amount of $47,619.

B. EXPENSES
ECIDA allocates a portion of its personnel and overhead costs to RDC based on a cost allocation plan. Costs
allocated by ECIDA amounted to $302,332 and $352,713 for the years ended December 31, 2019 and 2018,

respectively. Amounts owed to ECIDA at December 31, 2019 and 2018 totaled $303,021 and $353,527,
respectively.

NOTE 3. CONTINGENCIES

Economic Development Administration Revolving Loan Fund Risk Analysis System

RDC is required to comply with EDA regulations regarding the utilization of revolving loan funds. These regulations
are based on measures applied by the EDA'’s risk analysis system. This RDC received a risk rating of Level A based
on information submitted to the EDA for the year ending December 31, 2018. This risk analysis will be updated on an
annual basis determined by reports submitted by the RDC to the EDA within 90 days following the RDC year end.

NOTE 4. COMMITMENTS

Outstanding loan commitments approved but not yet paid total $480,070 at December 31, 2019.

NOTE 5. SUBSEQUENT EVENT

On January 30, 2020, the World Health Organization declared the coronavirus outbreak a "Public Health Emergency
of International Concern" and on March 10, 2020, declared it to be a pandemic. Actions taken around the world to help
mitigate the spread of the coronavirus include restrictions on travel, and quarantines in certain areas, and forced
closures for certain types of public places and businesses. Management has discussed the RDC’s operations and
the impact of this event. They have determined that the RDC’s loan portfolio could be impacted but they believe the
allowance for bad debts is sufficient to cover any potential loan losses. RDC will work with borrowers under the
guidance of EDA and the RDC’s Loan Administration Plan on a case by case basis.

Management has evaluated subsequent events through March 12, 2020, which is the date the financial statements are

available for issuance and have determined there are no subsequent events that require disclosure under generally
accepted accounting principles other than the event noted in the above paragraph.

10
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BUFFALO AND ERIE COUNTY REGIONAL DEVELOPMENT CORPORATION
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2019

Pass-Through
Federal Grantor/Pass Through Grantor/ Federal CFDA Entity Identifying Pass-Through to Federal
Program or Cluster Title Number Number to Subrecipients Expenditures

U.S. Department of Commerce
Passed through Erie County Industrial Development Agency
Economic Adjustment Assistance 11.307 Various - $ 14,731,801

Total Expenditures of Federal Awards $ 14,731,801

See notes to Schedule of Expenditures of Federal Awards.
11



BUFFALO AND ERIE COUNTY REGIONAL DEVELOPMENT CORPORATION
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2019

NOTE 1 - BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) presents the activity of the federal
financial assistance programs administered by the Buffalo and Erie County Regional Development Corporation (RDC),
an entity as defined in Note 1 to the RDC'’s basic financial statements. The information in this schedule is presented in
accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Federal awards
passed through from other governmental agencies are included in the schedule. Because the schedule presents only
a selected portion of the operations of RDC, it is not intended and does not present the financial position, changes in
net position, or cash flows of RDC.

NOTE 2 - BASIS OF ACCOUNTING

The Schedule is presented using the accrual basis of accounting. The amounts reported as federal expenditures were
obtained from RDC'’s financial reporting system, which is the source of RDC’s financial statements.

NOTE 3 - ECONOMIC ADJUSTMENT ASSISTANCE PROGRAM

The Economic Adjustment Assistance program, administered by the U.S. Economic Development Administration
(EDA), specifically requires the amount on the Schedule to be calculated as follows:

EDA grants $ 12,466,574
Total revolving loan funds 16,622,098
Total EDA share 75%
Cash $ 7,650,215
Outstanding loans receivable, 12/31/19 11,615,554
Administrative cost allowance 376,632
Loan write-offs -
Sum of EDA dollars/Total project costs 19,642,401
Total EDA share (noted above) 75%
Total economic adjustment assistance $ 14,731,801

NOTE 4 - INDIRECT COST RATE

RDC has elected not to use the 10% de minimis indirect cost rate allowed under the Uniform Guidance.

12
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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

INDEPENDENT AUDITOR’S REPORT

To the Members of the
Buffalo and Erie County Regional Development Corporation

We have audited, in accordance with the 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 Buffalo and Erie County Regional Development Corporation (RDC), as of
and for the year ended December 31, 2019, and the related notes to the financial statements, which collectively comprise
RDC'’s financial statements, and have issued our report thereon dated March 12, 2020.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered RDC'’s internal control over financial
reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion of the effectiveness
of RDC'’s internal control. Accordingly, we do not express an opinion of the effectiveness of RDC'’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 RDC’s financial statements will not be prevented, or
detected and corrected on a timely basis. 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.

Our consideration of the 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.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether RDC’s financial statements are free from material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of honcompliance or
other matters that are required to be reported under Government Auditing Standards.

13



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 RDC'’s internal control or on compliance. This report
is an integral part of an audit performed in accordance with Government Auditing Standards in considering RDC’s internal
control and compliance. Accordingly, this communication is not suitable for any other purpose.

Buffalo, New York
March 12, 2020

% FreedMaxickeeas ec
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REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM
AND REPORT ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE

INDEPENDENT AUDITOR’S REPORT

To the Members of the
Buffalo and Erie County Regional Development Corporation

Report on Compliance for Each Major Federal Program

We have audited the Buffalo and Erie County Regional Development Corporation’s (RDC) compliance with the
types of compliance requirements described in the OMB Compliance Supplement that could have a direct and
material effect on each of RDC’s major federal programs for the year ended December 31, 2019. RDC’s major
federal programs are identified in the summary of audit results section of the accompanying schedule of findings
and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions of its
federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of RDC’s major federal programs based on our
audit of the types of compliance requirements referred to above. We conducted our audit of compliance in
accordance with auditing standards generally accepted in the United States of America; the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States; and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Those standards
and the Uniform Guidance require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could have a direct and
material effect on a major federal program occurred. An audit includes examining, on a test basis, evidence about
RDC’s compliance with those requirements and performing such other procedures as we considered necessary in
the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal
program. However, our audit does not provide a legal determination on RDC’s compliance.

Opinion on Each Major Federal Program
In our opinion, RDC complied, in all material respects, with the types of compliance requirements referred to

above that could have a direct and material effect on each of its major federal programs for the year ended
December 31, 2019.

15



Report on Internal Control over Compliance

Management of RDC is responsible for establishing and maintaining effective internal control over compliance with
types of compliance requirements referred to above. In planning and performing our audit of compliance, we
considered RDC'’s internal control over compliance with the types of requirements that could have a direct and material
effect on each major federal program to determine the auditing procedures that are appropriate in the circumstances
for the purpose of expressing our opinion on compliance for each major federal program and to test and report on
internal control over compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of RDC’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over compliance does
not allow management or employees, in the normal course of performing their assigned functions, to prevent, or detect
and correct, noncompliance with a type of compliance requirement of a federal program on a timely basis. A material
weakness in internal control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material nhoncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis. A significant
deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a material weakness
in internal control over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control over compliance that might be material
weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses. However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of internal

control over compliance and the results of that testing based on the requirements of the Uniform Guidance.
Accordingly, this report is not suitable for any other purpose.

Buffalo, New York
March 12, 2020
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BUFFALO AND ERIE COUNTY REGIONAL DEVELOPMENT CORPORATION

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED DECEMBER 31, 2019

. SUMMARY OF AUDITOR'S RESULTS

Financial Statements

Type of report the auditor issued on whether the
financial statements audited were prepared in
accordance with GAAP:

Internal control over financial reporting:

» Material weakness(es) identified?
« Significant deficiency(ies) identified?

Noncompliance material to financial statements noted?
Federal Awards
Internal control over major federal programs:

* Material weakness(es) identified?
« Significant deficiency(ies) identified?

Type of auditor's report(s) issued on compliance for
major federal programs:

Any audit findings disclosed that are required to be
reported in accordance with 2 CFR 200.516(a)?

Identification of major federal programs:

CFDA Number(s)

11.307
Dollar threshold used to distinguish between Type A
Auditee qualified as low-risk auditee?

[I. EINDINGS - FINANCIAL STATEMENT AUDIT

Unmodified

Yes X No

Yes X None Reported

Yes X No

Yes X No

Yes X None Reported
Unmodified

Yes X No

Name of Federal Program

Economic Adjustment Assistance

$ 750,000

X Yes No

There were no findings related to the financial statement audit noted for the year ended

December 31, 2019.

[ll. FEDERAL AWARD FINDINGS AND QUESTIONED COSTS SECTION

There were no findings or questioned costs related to federal awards noted for the year ended

December 31, 2019.
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BUFFALO AND ERIE COUNTY REGIONAL DEVELOPMENT CORPORATION
SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2018

I.  FINANCIAL STATEMENT AUDIT

There were no findings related to the financial statement audit noted for the year ended December 31, 2018.

II. FEDERAL AWARD FINDINGS AND QUESTIONED COST SECTION

There were no findings or questioned costs related to federal awards noted for the year ended December 31,
2018.
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