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Independent Auditor's Report 
To the Board of Directors Lafayette Neighborhood's Economic Development Corporation Lafayette, Louisiana 

12S ~ue ~ureea,d L~tayer~~ L-% 70508 I~B) Z3Z.]3t~ 1201 ~ras~f Avenue Su.e 301 'Jorgan Cily L~ 70380 (504} ~B4.~264 ~0a w Co,on S~r~{ VJile PPa~le, L~ 70SaB (3?8] 363-2792 It] ~3S~ 9f,d~ Slr~{ ]ct~u~ 8ridge. ~ /0517 (3tB) ]3z-~02B 404 Pere Me~ re~ Ab0e~ile LA 7OBII) [31B) 393-$4T0 ~0~ i Mac~anur O~ ~lexandria, LA 7t301 (318) 445-5564 We have audited the accompanying statements of financial position of the Lafayette Neighborhood's Economic Development Corporation (a nonprofit component unit of the City of Lafayette, Louisiana) as of April 30, 1996 and 1995 and the related statements of activities and cash flows for the years 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 audits. We conducted our audits in accordance with generally accepted auditing standards and Government AuditinE 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 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 audits provide a reasonable basis for our opinion. In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the Lafayette Neighborhood's Economic Development Corporation as of April 30, 1996 and 1995 and the results of its activities and its cash flows for the years then ended in conformity ~ith generally accepted accounting principles. !a accordance with Coverp~ent AuditinE Standards we have also issued a report dated June 18, 1996, on our consideration of the Lafayette Neighborhood's Economic Development Corporation's internal control structure and a report dated June 18, 1996, on its compliance with laws and regulations. 
Lafayette, Louisiana June 18. 1996 

D~rnodl, Sikes, Kolder~ Frederick & Rainey A Corporation of Certified Public Accountants ~MBER OF AMBRIC,~ N INSTITUTE ~F CEATIFIEO PUBLIC ACCOUNTANTS BOCIETTM OF LOUISIANA CEF~TIFrED PUBUC ACCOUNTANTS 



Independent Auditor's Report 
TABLE OF CONTENTS 

FINANCIAL STATEMENTS Statements of Financial Position Statements of Activities Statements of Cash Flows Notes to financial statements INTERNAL CONTROL ~ND COMPLI.~NCE Independent Auditor's Report on Internal Control Structure Based on an Audit of Basic Financial Statements Performed in Accordance with Government Auditin~ Standards Independent Auditor's Report on Compliance with Laws and Regulations Based on an Audit of Basic Financial Statements Performed in Accordance with Government Auditin~ Standards 

Page i 

9-11 
12 



 

OFFICIAL FILE COPY DO NOT SLR~D OUT (xerox r'De~,~ copie~ from th~ copy and PLAC~ 

LAFAYETTE NEIGHBORHOOD'S ECONOMIC DEVELOPMENT CORPORATION Lafayette, Louisiana Financial Report Years Ended April 30, 1996 and 1995 

q'/W 



DARNALL 
L~.y Sik~s. cP~ c 3urlon xo~er, r, PA O~nny P ;,e~encx, CPA Cans Aamey, C, PA C;z~'len ~. Oama#. SPA Eugene H 0a n~ . i1~, SPA Russelt F Chamoa~ne. CPA v',cIor R Slaven SPA Cantad 0 Chapman. SPA LIOy0 ~ Ogre JL. CPA P1u~;~ 0 B~t,m. SPA Cht~$tlne L. Cousln. 0PA S~epname M. HK~gl, b(}lnam. OPA K~lhleen ~, Oam~ll. SPA J~nnlref ~. ~ql~r, ~P{ p Troy Cou~l~. OPA Steonen R. 9i~.~er MBA, CPA 

Euoene H Ozrna,~, CPA T990 
SIKES, KOLDER, FREDERICK & RAINEY (A CORPORATION OF CERTIFIED PUBLrC ACCOUNTANTS) 1231 E LAUREL ;~VE~UE P 0.0P~WER 1048 ~UNIS~, LOUISIANA 7053S (31B) 457-4146 :AX {318) 457-5060 
[ndependenc Auditor's Report on Compliance with Laws and Regulations Based on an Audit of Basic Financial Statements Performed in Accordance with GoverTunenE Auditin~ Standards 

To the Board of Directors Lafayette Neighborhood's Economic Development Corporation Lafayette, Louisiana 
ll3~sl 3r~oe SI~el ~reauxBf~e. ~ 70~$I 404 Pete MeQrei Ab be~IIe. LA 7051O (318) 893-~J70 
(31S) ~5-5564 We have audited the financial statements of the Lafayette Neighborhood's Economic Development Corporation, as of and for the year ended April 30, 1996, and have issued our report thereon dated June 18, 1996. We conducted our audit in accordance standards and Government Auditin~ Standards of the United States. Those standards require to obtain reasonable assurance about whether of material misstatement. 

with generally accepted auditing issued by the Comptroller General that we plan and perform the audit the financial statements are free 
Compliance with laws, regulations, contracts and grants applicable to the Lafayette Neighborhood's Economic Development Corporation is the responsibility of the entity's management. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we performed tests of the encity'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 ~ith such provisions. Accordingly, we do not express such an opinion. The results of our lasts disclosed required co be reported under Government no instances of noncompliance that are Auditing Standards. This report is intended solely for the use of the Board of Directors, management and the grantor agency, the City of Lafayette, and should not be used for any other purpose. This restriction is not intended to limit the distribution of this report, which upon acceptance by the Lafayette Neighborhood's Economic Development Corporation, is a matter of public record. 

Lafayette Louisiana June 18. 1996 
Darnodl, Sik~s, Kolder, Frederick dr R~iney A Corporation of Certified Public Accountants 
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LAFAYETTE NEIGHBORHOOD'S ECONOMIC DEVELOPMENT CORPORATION 

ASSETS 

Statements of Financial Position April 30, 1996 and 1995 

Cash and cash equivalents Loans receivable (net) Accrued interest receivable Total current assets 
NET ASSETS Pe~*-manently restricted for loans Permanently restricted for escrow deposit Total net assets 

1996 1995 
$233,385 379,863 3 172 $350,656 262,372 3,407 $616,420 $616,435 
$609,294 7 126 $609,459 6 976 $616,420 $616,435 

See independent auditor's report and notes to financial statements 



LAFAYETTE NEIGHBOR~OOD'S ECONOMIC DEVELOPMENT CORPORATION 

PERMANENTLY Support: City of Interest: Loans 

STatements of Activities Years Ended April 30, 1996 and 1995 
RESTRICTED NET ASSETS Lafayette - Local funds 

Investments Application fees Other Total public support and revenue Expenses: Support services - Management and general Total expenses Deficiency of and revenue public support over expenses Net assets, beginning Prior period adjustment Net assets, ending 

1996 1995 
$ 8,068 $ i0,776 19,827 8,53A 350 1 020 37 799 
37 814 37,814 
(15) 616.435 

193 983 200 863 37 015 
39 290 39 29Q 
(2,275) 611,734 6,976 $616,420 $616,435 

See independent auditor's report and notes to financial statements 



LAFAYETTE NEIGHBORHOOD'S ECONOMIC DEVELOPMENT CORPORATION Notes to Financial Statements 
(i) Nature of Activities and Summary of Significant Accounting Policies Reporting Entity The Lafayette Neighborhood's Economic Development Corporation (LNEDC) is a non-profit corporation organized under the provisions of the Cooperative Economic Development Law of the State of Louisiana. The Lafayette Neighborhood's Economic Development Corporation operates as a component unit of the City of Lafayette, Louisiana who provides funding to the program. Nature of Activities The Lafayette Neighborhood's Economic Development Corporation was organized to help alleviate conditions of economic distress in the City of Lafayette's low and moderate income neighborhoods by stimulating greater private capital investment in these target areas. To accomplish this goal, the LNEDC provides financing to new and expanding small businesses in Lafayette. The organization is exempt from income taxes under Section 501(c)(3) of the Internal Revenue Code. Significant accounting policies A Loans Loans are stated at principal amounts outstanding as of the statement of financial position date, less the allowance for possible loan losses. B, Allowance for Possible Loan Losses The allowance for possible loan losses is maintained at a level considered adequate by management to absorb potential losses. The allowance is increased by provisions charged to program expenses and reduced by net charge-offs. The Corporation makes continuous credit reviews of the loan portfolio and considers current economic conditions, historical loan loss experience, and other relevant factors in determining che adequacy of the allowance. C. Expenses Expenses are recognized on the accrual basis 



LAFAYETTE NEIGHBORHOOD'S ECONOMIC DEVELOPMENT CORPORATION Notes to Financial Statements 
(7) Concentration of Credit Risk (Continued) At April 30, 1996, the bank balances of cash and cash equivalents totalled $232,938, which was covered by Federal Depository Insurance of $136,016 and Government National Mortgage Association Securities with a market value of $285,797 which is pledged by the bark in the name of L~EDC. 
(8) Prior Period Adjustment The prior period adjustment for the year ended April 30, 1995, resulted from support received relating to an escrow account established on behalf of LNEDC in 1991, The escrow account was a requirement of the Department of Housing and Urban Development for the Sterling Grove Housing Project and in prior years was not recorded within the accounting records of LNEDC. The effect on the prior years Statements of Activities should have been as follows: 

1991 1992 1993 1994 
Support Interest Total $6,481 $ i07 137 121 130 $6,588 137 121 130 $6,481 $ 495 $6,976 
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Independent Auditor's Report on Internal Control Structure Based on an Audit of Basic Financial Statements Performed in Accordance with Government Auditin~ Standards 

To the Board of Directors Lafayette Neighborhood's Economic Development Corporation Lafayette, Louisiana 
~e Economic and have ~e conducted our audit in accordance standards and Gore rTu~e~t Audft]'~a EtandArd~ of the United States. Those standards require to obtain reasonable assurance about whether of material misstatement. 
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with generally accepted auditing issued by the Comptroller General that we plan and perform the audit the financial statements are free 
The management of the Lafayette Neighborhood's Economic Development Corporation 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 management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, 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. In planning and performing our audit of the financial statements of The Lafayette Neighborhood's Economic Development Corporation for the year ended April 30, 1996, we obtained an understanding of the 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 
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This report is intended solely for the use of the Board of Directors, management and the grantor agency, the City of Lafayette, and should not be used for any oLher purpose. This restriction is not intended to limit the distribution of this repo~t which, upon acceptance by the Lafayette Neighborhood's Economic Development Corporation, is a matter of public record. 

Lafayet~e, Louisiana June 18, 1996 

Darnall, Sikes, KoEder, Frederick & Rainey A Corporation of Certified Public Accountants 
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in operation, and we assessed control risk in order to determine our auditing procedures for the purpose of expressing out opinion on the financial statements and not to provide an opinion on the internal control s~ruc~u~~. Accordingly, we do not express such an opinion. We noted certain matters involving the internal control structure and its operation that we consider to be reportable conditions under standards established by the American !nstitu~e of Certified Public Accountants. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control structure that, in our judgment, could adversely affect the entity's ability to record, process, summarize, and report financial data consistent with the assertions of management in the financial statements. Administrative and General E~oenses* Finding The City of Lafayette's Community Development Department pays the majority of LNEDC's administrative and general operating expenses as part of an agreement between LNEDC and the City of Lafayette. A portion of these costs is segregated in the City's accounting records; however, not all costs are kept separately, and LWEDC is unaware of the total administrative and general expenses paid on their behalf by the City of Lafayette. Per the agreement with the City. there is a $5,000 maximum amount allowable for administrative costs annually. Recommendation After invoices submitted to the City pa~nent, LNEDC employees should record the behalf and the corresponding grant revenue Response Aduainistrative Lafayette, will be expenses. Financial 

of Lafayette have been processed for amount of expenditures paid on their in LWEDC's financial records. 
funds, per the agreement between LNEDC and the City of used for L~EDC's administrative and general operating records will support these expenses A material weakness is a reportable condition in which the design or operation of the specific 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. Our consideration of the internal control structure would not necessarily disclose all matters in the internal control structure that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses as defined above. However, we believe that the reportable conditions marked with an asterisk(*) above are material weaknesses. 
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LAFAYETTE NEIGHBORHOOD'S ECONOMIC DEVELOPMENT CORPOraTION Statements of Cash Flows Years Ended April 30, 1996 and 1995 
CASH FLOWS FROM OPERATING ACTIVITIES: Decrease in net assets Adjustments to reconcile change in net assets to net cash provided by operating activities Change in loans receivable Change in other receivables Change in accrued interest receivable Fund balance (prior period adjustment) Net cash provided (used) by operating activities CASH AND CASH EQUIVALENTS, beginning of year CASH AND CASH EQUIVALENTS, end of year 

i996 1995 
(15) $ (2,275) 
(117,49i) 235 (16,318) 50,000 (734) __ 6.976 (117,271) 37,649 350,656 _~313,007 $ 233,385 $350.656 

See independent auditor' report and notes to financial statements 



LAFAYETTE NEIGHBORHOOD'S ECONOMIC DEVELOPMENT CORPORATION 
(5) Operating Expenses 

Notes to Financial Statements 
All administrative duties for LNEDC are performed by the City of Lafayecte's employees. Administrative expenses other than legal fees are paid directly from LWEDC grant funds. Under the terms of the operating agreement with the City of Lafayette, however, legal fees paid for LNEDC by the City are the City's responsibility and are paid from non-grant funds. 

(A) Compensation of Board of Directors Members of the Board of Directors were noc paid per diem or other compensation during the period under audit. 
(5) Grant Commitment The City of Lafayette's Community Development Block Grant Program has a commitment to fund $75,000 to LNEDC provided the City of Lafayette's Community Block Grant is approved by H.U.D. for each applicable grant program year. 
(6) Related Par~y Transactions The Sterling Grove Housing Development, Inc. has the same Board of Directors as L~EDC. During the year emding April 30, 1992, Sterling Grove Housing Development, Inc. received approval for a maximum $1,296,300 Department of Housing and Urban Development, Section 202 loan to construct a 36-unit elderly housing complex. LWEDC is the sponsor of this housing project. For the years ended April 30, 1996 and 1995, there were no transactions between LNEDC and Sterling Grove Housing Development, Inc. (7) Concentration of Credit Risk The Organization provides financing to a diversified group of businesses located primarily in the Lafayette area. This assistance is provided based on an evaluation of each customer's financial condition, business knowledge, sufficiency of collateral, etc. Credit losses, upon occurrence, are provided for within the financial statements. 



LAFAYETTE NEIGHBORHOOD'S ECONOMIC DEVELOPMENT CORPORATION Notes to Financial Statements 
D. S~atement of Cash Flow~ For purposes of the statements of cash flows, the organization considers all highly liquid debt instruments purchased with an original maturity of three months or less to be cash equivalents. E. Uses of Estimates 

(2) Loans 

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. 
Loans receivable are comprised of loans to local business owners in a specific geographical area. These loans were made for working capital, debt refinancing, and fixed asset acquisition. Collateral is comprised of chattel mortgages on business equipment and collateral mortgages on real estate. Interest is accrued on outstanding loans from the dare of the last principal payment. The following summary reflects activities in the loan accounts for the years ending April 30, 1996 and 1995: 

Balance beginning Loans made Payments received Loans written off Balance, ending 

1996 1995 $ 302.003 2&7,647 (100,885) (398~588) 
$ 288,240 138,700 (109,280) (15,657) $ 408,877 $ 302,003 

The following is an analysis of the allowance for loan losses 
Balance, beginning Loans written off Increase in provision for loan losses Balance, ending 

1996 1995 
$ 39,631 (39,888) 2~,271 $ 42,186 (15,657) 13,102 $ 29,014 $ 39,631 


