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To the Senior Management and The Board of Directors of Macon Ridge Economic Development Region, Inc. 

DELI~I OFFICE OLD DEPOT DELHI, LOLlSIANA 7 1232 (3 181878-5573 

We will review the status of these comments during our next audit engagement. Our comments and recommendations, all of which have been discussed with appropriate members of management, are intended to improve the internal control structure or result in other operating efficiencies. We will be pleased to discuss these comments in further detail at your convenience, to perform any additional study of these matters, or to assist you in implementing the recommendations. Our comments are summarized as follows: Internal Controls 



To the Senior Management and The Board of Directors of Macon Ridge Economic Development Region, lnc June 14, 1996 Page Two 
Recommendation: The Organization's personnel responsible for procurements of goods and services should thoroughly review and should be aware of all aspects of the Organization's procurement procedures. 
Monitoring Federal Awards Programs The Organization should designate personnel to monitor the financial and nonfinancial aspects of federal awards programs. Such monitoring should be performed on a quarterly basis at a minimum. A written program for monitoring federal awards programs should be established to insure the following: ~ The federal awards programs are operating as intended (e.g., in accordance with a strategic plan, approved application, etc.); ~ The federal awards programs are in compliance with grant agreements applicable laws and regulations, and approved budgets; ~ The internal controls over federal awards programs are adequate to insure required compliance and are adhered to consistently. The monitoring of subrecipients, as discussed below, should be included in the overall monitoring process. Monitoring Subrecipients The Organization should revise its Cash Management Policy to require the submission of monthly expenditure reports by all subrecipients. Such expenditure reports should be reviewed periodically by appropriate personnel within the Organization. Also, the expenditure reports should contain sufficient detail to provide for adequate comparisons with the subrecipient's approved budget. Furthermore, the Organization should designate personnel to monitor subrecipient programs on a periodic basis. Such monitoring should include, at a minimum, budget comparisons as discussed above, on-site program visits, and a review of financial and nonfinancial records. Such personnel should be responsible for insuring that each subrecipient's programs are being operated in accordance with the subrecipient's agreement with the Organization and in compliance with applicable laws and regulations (e.g., Civil Rights Act, political activity, allowable costs, Drug-Free Workplace Act, etc.). Also, all monitoring procedures performed and the resultant findings, if any, and conclusions should be thoroughly documented. 



To the Senior Management and The Board of Directors of Macon Ridge Economic Development Region, Inc. June 14, 1996 Page Three 
Property and Equipment The Organization's capitalization threshold for property and equipment is $250. The Organization should consider increasing such threshold to $1,000. Grant Management System 

Personnel Records 
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The Board of Directors Macon Ridge Economic Development Region, Inc We have audited the accompanying statement of financial position of Macon Ridge Economic Development Region, Inc. (a Nonprofit Corporation) as of December 31, 1995, and the related statements of activities, functional expenses and cash flows for the year then ended. These financial statements are the responsibility of the Corporation's management. Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards; Government Auditino issued by the Comptroller General of the United States; and the provisions of Office of Management and Budget (OMB) Circular A-133, "Audits of Institutions of Higher Education and Other Nonprofit Institutions'. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material mkstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion, 

In accordance with Government Auditing Standards, we have also issued our report dated June 14, 1996, on our consideration of Macon Ridge Economic Development Region, Inc.'s internal control structure and our report dated June 14, 1996, on its compliance with laws and regulatiom. 



MACON RIDGE ECONOMIC DEVELOPMENT REGION, INC. STATEMENT OF FINANCIAL POSITION DECEMBER 31, 1995 
ASSETS Cash (Note 2) Grant receivable (Note 3) Other current assets Property and equipment, net (Note 4) 
LIABILITIES AND NET ASSETS LIABILITIES Accounts payable Accrued liabilities Grantor advance (Note 5) TOTAL LIABILITIES NET ASSETS Unrestricted: Operating Property and equipment Total unrestricted Temporarily restricted Loan programs Permanently restricted TOTAL NET ASSETS TOTAL LIABILITIES AND NET ASSETS 

The accompanying notes are an integral part of these financial statements. 

605,400 290,513 789 43.973 940,675 

49,884 5,331 571.789 627,004 
75,883 43,973 119,856 
193,815 
313.671 940.675 



MACON RIDGE ECONOMIC DEVELOPMENT REGION, INC. STATEMENT OF ACTIVITIES FOR TIlE YEAR ENDED DECEMBER 31, 1995 

PUBLIC SUPPORT, REVENUES AND RECLASSIFICATIONS Grants: Enterprise Community Program Louisiana Governor's Office of Rural Development Contn'butions Membership dues Interest income Net assets released from restrictions: Restrictions satisfied by payments Total public support, revenues and reclassifications EXPENSES Programs: Grant programs: Enterprise Community Loan programs Total programs 
Management and general Total expenses CHANGE IN NEY ASSEI'S 

1995 Y UNRESTRICTED RESTRICTED 

30,000 25,500 4,345 720 296.698 

290,513 200,000 
m 

__ (296,698) 
357,263 193,815 
253,686 2,613 256,299 37.823 294.122 63,141 NET ASSETS - BEGINNING OF YEAR 56,715 NET ASSETS - END OF YEAR 119.856 

The accompanying notes are an integral part of these financial statements. 

193,815 
193.815 



PERMANENTLY RESTRICTED TOTAL 
290,513 230,000 25,500 4,345 720 
551,078 
253,686 2,613 256,299 37.823 294.122 256,956 56.715 



MACON RIDGE ECONOMIC DEVELOPMENT REGION, INC. STATEMENT OF FUNCTIONAL EXPENSES FOR THE YEAR ENDED DECEMBER 31, 1995 

Contract labor Consulting fees Depreciation Dues and subscriptions Equipment acquisitions (under $250) Equipment and building maintenance Fringe benefits Indirect costs Other Postage Printing Professional fees Projects - feasibility studies Projects - infrastructure improvements Projects - job training Promotional Recruitment/Retention expense Rent - equipment Salaries and wages Seminars Supplies Telephone Travel 

PROGRAM SERVICES ENTERPRISE COMMUNITY LOAN 5,692 15,167 1,400 80 1,691 1,351 10,778 36,034 1,811 37 320 225 25,633 3,000 70,549 4,606 960 139 54,806 1,282 308 1,260 16~557 253.686 

The accompanying notes are an integral part of these financial statements. 

77 192 177 68O 25 

8 178 89O 
386 2,613_ 



SUPPORTING SERVICES MANAGE - MENT AND GENERAL 
3,333 77 200 192 89 2,824 7,703 261 87 62 5 5,000 
203 499 13,581 165 190 896 2,456 37.823 

5,692 18,500 1,554 280 2,075 1,440 13,779 44,417 2,072 149 382 230 30,633 3,000 70,549 4,817 1,637 139 69,277 1,447 498 2,156 19.399 294.122 



MACON RIDGE ECONOMIC DEVELOPMENT REGION, INC. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED DECEMBER 31, 1995 
OPERATING ACFIV1TIF~ Change in net assets Adjustments to reconcile change in net assets to net cash provided by (used in) operating activities: Depreciation (Increase) Decrease in: Grant receivable Other current assets Inerease (Deerease) in: Accounts payable Accrued liabilities Net cash provided by (used in) operating activities A Purchases of equipment & leasehold improvements Net cash provided by (used in) investing activities FINANCING ACTIV Proceeds from grantor advance Net cash provided by (used in) financing activities NET INCREASE IN CASH AND CASH EQUIVALENTS CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR CASH AND CASH EQUIVALENTS AT END OF YEAR 
DISCLOSURE OF ACCOUNTING POLICY 

256,956 
1,554 (290,513) (439) 47,801 2,668 18,027 
(45,527) (45,527) 
571.789 571.789 544,289 61,111 605.400 

For purposes of the statement of cash flows, the Company considers all highly liquid debt instruments purchased with a maturity of three months or less to be cash equivalents. 

The accompanying notes are an integral part of these financial statements. 



MACON RIDGE ECONOMIC DEVELOPMENT REGION, INC. NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 1995 
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES NATURE OF OPERATIONS Macon Ridge Economic Development Region, Inc. (the Corporation) is a nonprofit organization whose membership consists of eleven parishes located in Northeast Louisiana. The Corporation's mission is economic development, industrial recruitment and readiness, and job creation within the eleven parish area. In December, 1994, the Corporation's application for a rural Enterprise Community was approved by the United States Department of Agriculture (USDA). Approval as an Enterprise Community was coupled with a three year USDA grant in the amount of $2,950,000. The purpose of the Enterprise Community program is to implement a strategic plan formulated for revitalizing the economy of portions of five parishes within the Corporation's domain. USDA also approved a $2,000,000 loan to the Corporation to establish a Revolving Loan fund for business and economic development within the Enterprise Community, as well as throughout the Corporation's entire area. This loan was obtained through USDA's Intermediary Relending Program. In addition, USDA approved a $300,000 grant to operate a Small Business Loan program solely for the Enterprise Community. BASIS OF ACCOUNTING AND PRESENTATION The financial statements of the Corporation have been prepared on the accrual basis of accounting. Financial statement presentation follows the recommendations of the Financial Accounting Standards Board in its Statement of Financial Accounting Standards (SFAS) No. 117, Financial Statements of Not-for-Profit Co _rporations. Under SFAS No. 117, the Corporation is required to report information regarding its financial position and activities according to three classes of net assets: unrestricted net assets, temporarily restricted net assets, and permanently restricted net assets. PERVASIVENESS OF ESTIMATES The preparation of financial statements in conformity with generally accepted accounting principles requires 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. Actual results could differ from those estimates. 



MACON RIDGE ECONOMIC DEVELOPMENT REGION, INC. NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 1995 
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) PROPERTY, EQUIPMENT AND DEPRECIATION Property and equipment are recorded at cost or, if donated, at the approximate fair value at the date of donation. Depreciation is computed using the straight-line method over the estimated useful life of the property and equipment. Leasehold improvements are recorded at cost and are depreciated using the straightqine method over the term of the lease. Maintenance and repairs are charged to operations; significant improvements are capitalized. The cost and related accumulated depreciation of assets retired or otherwise disposed are eliminated from the accounts and the resulting gain or loss is included in income. RESTRICTED AND UNRESTRICTED REVENUE AND SUPPORT Contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted support, depending on the existence and/or nature of any donor restrictions Support that is restricted by the donor is reported as an increase in temporarily or permanently restricted net assets, depending on the nature of the restriction. When a restriction expires (that is, when a stipulated time restriction ends or purpose restriction is accomplished), temporarily restricted net assets are reclassified to unrestricted net assets and reported in the Statement of Activities as net assets released from restrictions. EXPENSE ALLOCATION The costs of providing various programs and other activities have been summarized on a functional basis in the Statement of Activities and in the Statement of Functional Expenses. Accordingly, certain costs have been allocated among the programs and supporting services benefited. INDIRECT COST ALLOCATION Indirect costs consist of salaries and fringe benefits of personnel who perform management and administrative functions necessary and beneficial to all programs. Also included are common costs supporting all programs. Indirect costs are accumulated in an organizational pool and distn'buted to programs based on each program's year-to-date direct salaries and fringe benefits and other direct costs. INCOME TAX STATUS The CoLporation is exempt from federal income tax under Section 501(c)(6) of the Internal Revenue Code. 



MACON RIDGE ECONOMIC DEVELOPMENT REGION, INC. 

NOTE 2 - CASH 
NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 1995 

Cash consists of the following: General fund - operating Enterprise Community program - operating (restricted) Revolving Loan program - operating Small Business Loan program - operating 
91,944 312,735 100,357 100.364 605.400 Cash in the amount of $100,000 in each loan program operating account is restricted for payment of the administrative expenses of the loan programs. NOTE 3 - GRANT RECEIVABLE 

NOTE 4 - PROPERTY, EQUIPMENT AND DEPRECIATION The major classes of owned property and equipment are summarized below: 
Furniture and fixtures Equipment Leasehold improvements Less accumulated depreciation 
Net property and equipment 

7,734 25,539 12.254 45,527 1.554 
Depreciation expense was $1,554 for the year ended December 31, 1995 



MACON RIDGE ECONOMIC DEVELOPMENT REGION, INC. NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 1995 
NOTE 5 - GRANTOR ADVANCE 

NOTE 6 - LEASE 

The future minimum lease payments under this operating lease are as follows 
1996 1997 1998 1999 2000 

NOTE 7 - FINANCIAL INSTRUMENTS CONCENTRATION OF CREDIT RISK 

12,000 12,000 8,000 



MACON RIDGE ECONOMIC DEVELOPMENT REGION, INC NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 1995 
NOTE 7 - FINANCIAL INSTRUMENTS (CONTINUED) COLLATERAl JZATION POLICY 

10 

Unless otherwise disclosed, the Corporation does not obtain collateral or other security to support financial instruments subject to credit risk. FAIR VALUE The carrying amounts reflected in the Statement of Financial Position for cash and grantor advance approximate the respective fair values due to the short maturities of those instruments. The Corporation's financial instruments are held or issued for purposes other than trading. 
NOTE 8 - SIMPLIFIED EMPLOYEE PENSION The Corporation has established a Simplified Employee Pension (SEP) for its employees in accordance with Section 408(k) of the Internal Revenue Code. The Corporation contributed $8,203 to the SEP during 1995. 
NOTE 9 - SUBSEQUENT EVENTS Subsequent to December 31, 1996, the Corporation received USDA approval and funding to make loans through its Revolving Loan program totaling $412,500 and to make loans through its Small Business Loan program totaling $50,000. 
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June 14, 1996 
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The Board of Directors Macon Ridge Economic Development Region, Inc. We have audited the financial statements of Macon Ridge Economic Development Region, Inc. (a Nonprofit Corporation) as of and for the year ended December 31, 1995, and have issued our report thereon dated June 14, 1996. 

The management of Macon Ridge Economic Development Re#on, Inc. is responsible for establishing mad maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in accordance with management's authorization and recorded properly to permit the preparation of financial statements in accordance with generally accepted accounting principles. Because of inherent limitations in any internal control structure, errors or irregularities may nevertheless occur and not be detected. Also, projection of any evaluation of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. 

11 



The.Board of Directors Macon Ridge Economic Development Region, Inc. June 14, 1996 
In planning and performing our audit of the financial statements of Macon Ridge Economic Development Region, Inc. for the year ended December 31, 1995, we obtained an understanding of its internal control structure. With respect to the internal control structure, we obtained an understanding of the design of relevant policies and procedures and whether they have been placed in operation, and we assessed control risk in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide an opinion on the internal control structure. Accordingly, we do not express such an opinion. Our consideration of the internal control structure would not necessarily disclose all matters in the internal control structure that might be material weaknesses under standards established by the American Institute of Certified Public Accountants. A material weakness is a condition in which the design or operation of one or more internal control structure elements does not reduce to a relatively low level the risk that errors or irregularities in amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving the internal control structure and its operation that we consider to be material weaknesses as defined above. However, we noted certain matters involving the internal control structure and its operation that we have reported to the management of Macon Ridge Economic Development Region, Inc. in a separate letter dated June 14, 1996. This report is intended for the information of the board of directors, management, the cognizant agencies and the Legislative Auditor. However, this report is a matter of public record, and its distribution is not limited. 

L~_P 



MARTIN, HARRISON ~ SMALLWOOD, L.L.P. CERTIFIED PUBLIC AGODUNTA.NT$ 

June 14, 1996 

2808 KILPATRICK BLVD., P.O, BOX 4044 - MONROE, LA 71211-4044 - ($18) $88-0500 302 DEPOT STREET, SUITE A - DELHI, LA 71292 - ($18) 878~5575 

The Board of Directors Macon Ridge Economic Development Region, Inc. We have audited the financial statements of Macon Ridge Economic Development Region, Inc. (a Nonprofit Corporation) as of and for the year ended December 31, 1995, and have issued our report thereon dated June 14, 1996. We conducted our audit in accordance with generally accepted auditing standards; Government Auditing S~d~ds, issued by the Comptroller General of the United States; and Office of Management and Budget (OMB) Circular A-133, "Audits of Institutions of Higher Education and Other Nonprofit Institutions'. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. Compliance with laws, regulations, contracts and grants applicable to Macon Ridge Economic Development Region, Inc. is the responsibility of the Corporation's management. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we performed tests of Macon Ridge Economic Development Region, Inc.'s compliance with certain provisions of laws, regulations, contracts and grants. However, the objective of our audit of the financial statements was not to provide an opinion on overall compliance with such provisions. Accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported under 
This report is intended for the information of the board of directors, management, the cognizant agencies and the Legislative Auditor. However, this report is a matte~" of public record, and its distribution is not limited. 



MARTIN, HARRISON ~ SMALLWOOD, L.L.P. CERTIFIED ptJ'BUC ,&~I, JI~rT,,~.NI'~ 

June 14, 1996 

2808 KILPATRICK BLVD., P.O. BOX 4044 - MONROE, LA 71211-4044 - (318) 88S-0500 302 DEPOT STREET. SUITE A - DELHI, LA 71232 - (SIS) 878-5573 

The Board of Directors Macon Ridge Economic Development Region, Inc. We have audited the financial statements of Macon Ridge Economic Development Region, Inc. (a Nonprofit Corporation) as of and for the year ended December 31, 1995, and have issued our report thereon dated June 14, 1996. These financial statements are the responsibility of the Corporation's management. Our responsibility is to express an opinion on these basic financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards; Government Auditing ~  issued by the Comptroller General of the United States; aDd the provisions of Office of Management and Budget (OMB) Circular A-133, "Audits of Institutions of Higher Education and Other Nonprofit Institutions." Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. Our audit was conducted for the purpose of forming an opinion on the basic financial statements of Macon Ridge Economic Development Region, Inc. The accompanying Schedule of Federal Awards is presented for purposes of additional analysis and is not a required part of the basic financial statements. The information in that schedule has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly presented in all material respects in relation to the basic financial statements taken as a whole. 

14 



MACON RIDGE ECONOMIC DEVELOPMENT REGION, INC. SCHEDULE OF FEDERAL AWARDS FOR THE YEAR ENDED DECEMBER 31, 1995 
Federal Grantor/Pass-through Orantor/Prol~ram Title United States Department of Agriculture 

Federal CFDA Number Agency or Pass -through Federal Number 
Pass-through from State of Louisiana Department of Social Services F.nterprise Community 10.772 3708327 

* Denotes a major program 

15 

_Expenditures 
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2808 KILPATRICK BLVD., P.O. BOX 4044 - MONROE, LA 71211-4044 - ($18) $88-0~00 $02 DEPOT STREET, SUITE A - DELHI. LA 7l~S~ - (318) 878-5575 

The Board of Directors Macon Ridge Economic Development Region, Inc. We have audited the financial statements of Macon Ridge Economic Development Region, Inc. (a Nonprofit Corporation) as of and for the year ended December 31, 1995, and have issued our report thereon dated June 14., 1996. We have also audited the compliance of Macon Ridge Economic Development Region, Inc. with requirements applicable to major federal award programs and have issued our report thereon dated June 14, 1996. We conducted our audit in accordance with generally accepted auditing standards; Government Auditing issued by the Comptroller General of the United States; and Office of Management and Budget (OMB) Circular A-133, "Audits of Institutions of Higher Education and Other Nonprofit Institutions." Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement and about whether Macon Ridge Economic Development Region, Inc. complied with laws and regulations, noncompliance with which would be material to a major federal award program. In planning and performing our audit of the financial statements of Macon Ridge Economic Development Region, Inc. for the year ended December 31, 1995, we considered its internal control structure in order to determine our auditing procedures for the purpose of expressing our opinion on Macon Ridge Economic Development Region, Inc.'s financial statements and on its compliance with requirements applicable to major awards programs and to report on the internal control structure in accordance with OMB Circular A-133. This report addresses our consideration of internal control structure policies and procedures relevant to compliance with requirements applicable to federal award programs. We have addressed internal control structure policies and procedures relevant to our audit of the financial statements in a separate report dated June 14, 1996. The management of Macon Ridge Economic Development Region, Inc. is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide 
16 



The Board of Directors Macon Ridge Economic Development Region, Inc June 14, 1996 
management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, that transactions are executed in accordance w/th management's authorization and recorded properly to permit the preparation of financial statements in accordance with generally accepted accounting principles, and that federal awards programs are managed in compliance with applicable laws and regulations. Because of inherent limitations in any internal control structure, errors, irregularities, or instances of noncompliance may nevertheless occur and not be detected. Also, projection of any evaluation of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. For the purpose of this report, we have classified the significant internal control structure policies and procedures used in administering federal award programs in the following categories: Cash Receivables Property and equipment Accounts payable and accrued liabilities PayroLl Net assets Governmental Financial Assistance Programs General Requirements Political activity Civil rights Cash management Federal financial reports Allowable costs/cost principles Drug-free Workplace Act Administrative requirements Specific Requirements Special tests and provisions For all of the internal control structure categories listed above, we obtained an understanding of the design of relevant policies and procedures and determined whether they have been placed in operation, and we assessed control risk. During the year ended December 31, 1995, Macon Ridge Economic Development Region, Inc. expended 100% of its total federal awards under major federal awards programs. 



The Board of Directors Macon Ridge Economic Development Region, lnc June 14, 1996 
We performed tests of controls, as required by OMB Circular A-133, to evaluate the effectiveness of the design and operation of internal control structure policies and procedures that we considered relevant to preventing or detecting material noncompliance with specific requirements, general requirements, and requirements governing claims for advances and reimbursements that are applicable to each of the Corporation's major federal award programs, which are identifiable in the accompanying Schedule of Federal Awards. Our procedures were less in scope than would be necessary to render an opinion on these internal control structure policies and procedures. Accordingly, we do not express such an opinion. Our consideration of the internal control structure policies and procedures used in administering federal awards would not necessarily disclose all matters in the internal control structure that might constitute material weaknesses under standards established by the American Institute of Certified Public Accountants. A material weakness is a condition in which the design or operation of one or more of the internal control structure elements does not reduce to a relatively low level the risk that noncompliance with laws and regulations that would be material to a federal awards program may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving the internal control structure and its operation that we consider to be material weaknesses as defined above. However, we noted certain matters involving the internal control structure and its operation that we have reported to the management of Macon Ridge Economic Development Region, Inc. in a separate letter da'~e~5 June ~.4, 1996. This report is intended for the information of the board of directors, management, the cognizant agencies and the Legislative Auditor. However, this report is a matter of public record, and its distribution is not limited. 

18 



MARTIN, HARRISON ~ SMALLWOOD, L.L.P. CERTIFIED PUBUC ACCOUNTANTS 

June 14, 1996 

2808 KILPATRICK BLVD., P.O. BOX 4044 - MONROE, LA 71211-4044 ~ ($18) $88-0500 $02 DEPOT STREET, SUITE A - DELHI, LA 71~$~ - ($18) 878-5575 

The Board of Directors Macon Ridge Economic Development Region, Inc. We have audited the financial statements of Macon Nonprofit Corporation) as of and for the year ended thereon dated June 14, 1996. Ridge Economic Development Region, Inc. (a December 31, 1995, and have issued our report 
We have applied procedures to test Macon Ridge Economic Development Region, lnc.'s compliance with the following requirements applicable to its federal award programs, which are identified in the accompanying Schedule of Federal Awards for the year ended December 31, 1995: political activity, civil rights, cash management, federal financial reports, allowable cost/cost principles, drug-free workplace and administrative requirements. Our procedures were limited to applicable procedures described in the Office of Management and Budget's "Compliance Supplement for Audits of Institutions of Higher Learning and Other Nonprofit Institutions'. Our procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on Macon Ridge Economic Development Region, lnc.'s compliance with the requirements listed in the preceding paragraph. Accordingly, we do not express such an opinion. With respect to the items tested, the results of those procedures disclosed no material instances of noncompliance with the requirements listed in the preceding paragraph. With respect to items not tested, nothing came to our attention that caused us to believe that Macon Ridge Economic Development Region, Inc. had not complied, in all material respects, with those requirements. However, the results of our procedures disclosed immaterial instances of noncompliance with those requirements, which are described in the accompanying Schedule of Findings and Questioned Costs. This report is intended for the information of the board of directors, management, the cognizant agencies and the Legislative Auditor. However, this report is a matter of public record, and its distribution is not limited. 

19 



MARTIN, HARRISON ~e SMALL,WOOD, L.L.P. C~11r~-D pUBUC ACCOUNTANTS 

June 14, 1996 

2808 KILPATRICK BLVD.. P.O. BOX 4044 - MONROE. LA 71211-4044 - ($18) $88-0500 ~;02 DEPOT STREET. SUITE A - DELHI. LA 71251 - ($18) 878-5575 

The Board of Directors Macon Ridge Economic Development Region, Inc. We have audited the financial statements of Macon Ridge Economic Development Region, Inc. (a Nonprofit Corporation) as of and for the year ended December 31, 1995, and have issued our report thereon dated June 14, 1996. We have also audited the compliance of Macon Ridge Economic Development Region, Inc. governing discrimination in the rendering of services and employment; client confidentiality; reporting; payment of taxes; approval of subcontract work; and political activity that are applicable to each of its major federal award programs, which are identified in the accompanying Schedule of Federal Awards, for the year ended December 31, 1995. The management of Macon Ridge Economic Development Region, Inc. is responsible for the Corporation's compliance with those requirements based on our audit. Our responsibility is to express an opinion on compliance with these requirements based on our audit. We conducted our audit of compliance with those requirements in accordance with generally accepted auditing standards; issued by the Comptroller General of the United States; and Office of Management and Budget (OMB) Circular A-133, "Audits of Institutions of Higher Education and Other Nonprofit Institutions. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether material noncompliance with the requirements referred to in the second paragraph occurred. An audit includes examining, on a test basis, evidence about the Corporation's compliance with those requirements. We believe that our audit provides a reasonable basis for our opinion. The results of our audit procedures did not disclose any immaterial instances of noncompliance with the requirements listed in the second paragraph. In our opinion, Macon Ridge Economic Development Region, Inc. complied, in all material respects, with the specific requirements referred to in the second paragraph that are applicable to each of its major federal award programs for the year ended December 31, 1995. This report is intended for the information of the board of directors, management, the cognizant agencies and the limited. Legislative Auditor. However, this report is a tionisnot 



MACON RIDGE ECONOMIC DEVELOPMENT REGION, INC. SCHEDULE OF FINDINGS AND QUESTIONED COSTS FOR THE YEAR ENDED DECEMBER 31, 1995 

UNITED STATES DEPARTMENT OF AGRICULTURE Enterprise Community - CFDA 10.772; Grant No. 3708327; Grant Period - ten months ended December 31, 1995 Statement of Condition: The Corporation included unallowable costs as program costs. Criteria: Ceremonial costs totaling $736 are not allowed as program costs. Effect of Condition: The ceremonial costs may be disallowed. Cause of Condition: The Corporation failed to monitor adherence to cost principles as they are applied to proposed expenditures. Recommendation: The Corporation should establish procedures to ensure that proposed expenditures are allowable in accordance with cost principles. Response: We concur with Procedures will be established situation. the auditors' recommendations. to prevent a recurrence of this 
Enterprise Community - CFDA 10.772; Grant No. 3708327; Grant Period - ten months ended December 31, 1995 Statement of Condition: Certain costs benefiting the program and other work were borne entirely by the program. Criteria: Costs incurred for furniture and fixture purchases and leasehold improvements which benefit both the program and other work should be distributed in reasonable proportion to the benefits received. Effect of CondKion: The allocable portion of costs incurred for equipment purchases and leasehold improvements may be disallowed. 

Questioned COsI~ 

2,192 
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MACON RIDGE ECONOMIC DEVELOPMENT REGION, INC SCHEDULE OF FINDINGS AND QUESTIONED COSTS FOR THE YEAR ENDED DECEMBER 31, 1995 

Cause of Condition: Procedures are in place to permit proper allocation of costs benefiting both the program and the other work. The Corporation acknowledges that the procedures were not followed properly. Recommendation: The Corporation's personnel responsible for allocating costs should periodically review the Corporation's cost allocation procedures. Response: We concur with the auditors' recommendations. The Corporation's cost allocation procedures will be reviewed periodically by appropriate personnel. 
TOTAL QUESTIONED COSTS 


