
To the Senior Management and The Board of Directors of Macon Ridge Economic Development Region, Inc. May 29, 1997 Page Three 
We appreciate the time and courtesy extended to us by you and your staff during the course of the audit and ask that you coHact us at any time if you have any questions concerning the above comments and recommendations. 
Respectfully, MARTIN, HARRISON & SMALLWOOD, L.L.P 
Certified Public Accountant MMM/smd 



MACON RIDGE ECONOMIC DEVELOPMENT REGION, INC STATEMENT OF FUNCI'IONAL EXPENSES FOR TIlE "gEAR ENDED DECEMBER 31, 1996 

Computer expenses Contract labor Consulting fees Depreciation Dues and subscriptions Equipment acquisitions (under $1,000) Equipment and building maintenance Fringe benefits Indirect costs Insurance Interest Other Postage Printing Professional fees Projects - feasibility studies Projects - industrial development Projects - job training and education Projects - small business operations Promotional Provision for loan losses Recruitmenl/Retenlion expense Rent - building and equipment Salaries and wages Seminars Supplies Telephone Travel 

PROGRAM SERVICES ENTERPRISE COMMUNITY 
43,166 5,094 11,101 4,847 5,358 21,823 546 1,763 3,572 2,292 3,049 1,086 24,450 88,300 26,073 8,807 
3,308 12,936 87,162 5,897 12,080 17,851 37,816 _ _ 6_,572 

LOAN 
1,344 974 1,720 1,686 8,992 90 1,686 3,411 275 517 1,738 

2,700 7,127 200 356 34,544 450 880 1,691 4,624 508 434.949 :, ~ 75.513 

The accompanying notes are an integral part of these financial statements 



MACON RIDGE ECONOMIC DEVELOPMENT REGION, 1NC SCHEDULF O1" FINDINGS AND QUESTIONED COSTS (CONTINUED) FOR THE YEAR ENDED DECEMBER 31, 1996 

4 

Response: The standard agreement utilized for subrecipients has been revised and now includes information regarding the audit requirements of OMB Circular A-133. Also, the Corporation's audit was expanded to include the records of the subrecipient's program. Enterprise Community - CFDA 10.772; Grant No. 3708327 Grant Period - year ended December 31, 1996 Statement o1' Condition: The Corporation exceeded the approved administrative budget and did not request a written budget modification. Criteria: The approved budgeted amount for administrative supplies was $2,500. The actual costs were $4,135, or $1,635 over budget. Effect of Condition: ']'he administrative expenditure for supplies exceeded the amount approved in the grant and thus is subject to disallowance. Calase of Condition: qlais occurred because no procedures were in place to ensure that actual administrative costs did not exceed budget amounts. Recommendation: "Fhe Corporation should establish procedures to monitor proposed expenditures against the approved budget and to request budget modifications in writing, where appropriate. 
Response: We concur witL the auditors' recommendations. Procedures will be established to prevent a recurrence of this situation. Enterprise Community - CFDA 10.772; G~anl No. 3708327 Rural Business Enterprise Graft - CFDA 10.769; Grant No. 10424 Intermediary Relending Program - ('FDA 10.772; Grant Period - year ended December 31, 1996 Statement of Condition: Finartcial reports, operating cost reports and project performance reports required by the grant and loan agreements were not filed by the required due dates. Criteria: The grant and loan agreements specify the due dates for filing certain financial reports, uperating cost reports, and project performance reports. 

Questionc( 

1.635 



MACON RIDGE ECONOMIC DEVELOPMENT REGION, INC SCHEI)ULE OF FINDINGS AND QUESTIONED COSTS (CONTINUI~1)) FOR THE YEAR ENDED DECEMBER 31. 1996 
Current Year Findingfi Clause of Condition: Time corLstraints created by the implementation and operation of the various programs of the Corporation did not permit the timely filing of the reports by the employee in charge of such filing. Recommendation: Responsibility for filing the required reports should be shifted to personnel who have the time and the ability to file the reports timely. Also, such personnel should be reminded of the due dates of the various Jeports. Response: Responsibility for filing the required reports has been shifted to personnel who have the time and the ability to file the reports timely. Also, the Coqmration has designated one individual to monitor the filing of the re, ports. TOTAL QUESTIONED COSTS Prior Year Fin_~ingfis The Corporation resolved Findings Nos. 1 and 2 by performing the specific tasks outlined in the Corporation's responses in the December 31, 1995, financial report. 

Questioner CgMs 

24 

$ _4~n~ 
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To the Senior Management and ~'~ The ]Board of Directors of ~: Macon Ridge Economic Development Region, Inc. ~.~ In phmning and performing our aLldit of the financial statements of Macon Ridge Econor~c Development Region, Inc. (the Corporation) for the year ended December 31, 1996, we considered the Corporation's internal control structure to plan our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on internal control stricture. However, during our audit, we ncted certain matters involving the internal control structure and other operational matters that are presented for your consideration. We previously reported on the Corporation's in~:ernal control structure in our reports dated May 28, 1997. This letter does not affect our report dated May 28, 1997, on the financial statements of Macon Ridge Economic Development Region, Inc. We ,gill 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 Contro)s Finding: The loan agreements utilized in the Corporation's two loan programs (Intermediary Relending Program and Rural Business Enterprise Grant Program) requirc that each borrower meet certain financial and nonfinancial covenants on a periodic basis. It was noted during the audit, that in some instances procedures had not been performed by the Corporation to ascertain ~hether each borrower was in compliance with the financial covenants. Also, in some instances, borrowers were not adhering to the requiremems of the nonfinancial covenants. 



To the Senior Management and The Board of Directors of Macon Ridge Economic Development Region, Inc May :29, 1997 Page Two 
Recommendation: Managemen; of the Corporation should assign to an employee of the Corporation the responsibility of monitoring each borrower's compliance with the financial and nonfinancial covenants of the borrower's respective loan agreement. Furthermore, the Corporation should develop a program for the continual monitoring of each borrower's compliance with the loan covenants. Also, the Corporation should maintain adequate documentation of each borrower's compliance or lack or compliance with the loan covenants. 
Other Comments Loan Program Covenants - Reviewed Financial Statements 
The Corporation's loan agreements contain a covenant which requires the borrower to submit reviewed financial stateme.nts on an annual basis. However, the Corporation should consider modi .fying this covenant to require the submission of compiled financial statements. Since the procedures to be followed by an accountant in a financial statement review are more striagent thaa for a compilatl.ou, requir~ag the submission of reviewed financial statements most likely will cau~,e the borrower to incur unnecessary accounting costs. Properly prepared compiled fina:acial statements should provide the Corporation with the relew~nt financial information it needs to ascertain the borrower's compliance with applicable financial covenants, a,. well as, the borrower's financial stability. If the Corporation decides to require the submission of compiled financial statements on an annual basis, then the Corporation should consider modifying the loan agreements to reflect the following nainimunl requirements: ~ The financial statements must be prepared in conformity with generally accepted accounting principles and must contain full disclosure~ 
~ The financial statements must be prepared by a Certified Public Accountant who is independent of lhe borlower. 
~ The Certified Public Accountant must be participating in the A1CPA Peer Review Program. The Certified Public Accountant must have received an unqualified report (with or without a Letter of Comments) from the firm's most recent Peer Review. 
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MACON RIDGE f'CONOMIC I)EVELOPMENT REGION, INC SCHEDULE OF FINDINGS AND QUESTIONED COSTS FOP. THE YEAR ENDE.D DECEMBER 31, 1996 

UNITED STATES DEPARTMENT OF AGRICULTURE 

2 

Enterprise Community - CFDA 10.772; Grant No. 3708327 Grant Period - year ended December 31, 1996 Statement of Condition: A sub::ecipient did not obtain appr0val from the Corporation prior to incurring costs in excess of approved budgeted amounts. 

Questioll~( _Coasts 

22 

Criteria: Costs exceeding budgeted amounts are unallowable costs. $ 2,40; Effect of Condition: The costs may be disallowed Cause of Condition: The Corporation failed to adequately monitor the subreeipient's adherence to the program budget. Recommendation: The Corpo:ation should establish procedures to ensure that subrecipient's program budgets are compared to actual program costs on a periodic basis. Also, the Corporation should establish a process for subrecipients to follow for obtaining amendments to program budgc:ts. Response: We concur with the auditors' recommendations. Procedures have been established to prevent a recurrence of this 
Enterprise Comnmnity - CFDA 10.772; Grant No. 3708327 Grant Period - year ended December 31, 1996 Statement o1' Condition: Subrecipient receiving federal awards in excess of $25,000 did not perform the required audit under OMB Circular A-133. Criteria: Subrecipienls of federal awards of $25,000 or more are required to have an audit ia accordance with the provisions of OMB Circular A-133. Cause of Condition: Subrecipicnt, while aware of the federal award was not familiar with the audit requirements of OMB Circular A-133 Recommendation: Agreement:~ with subrecipients should include information necessary to make subrecipients aware of the audit requirements of OMB Circular A-133. 



The Boa~:d of Direclors Macon Ridge Economic Development Region, inc May 28, 1997 

t' 



MACON RIDGE ECONOMIC DEVELOPMENT REGION. INC NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 1996 
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) PROPERTY, EQUIPMENT AND DEPRECIATION Property and equipment having estimated useful lives greater than one year are recorded :~t cq ~st or, if donated, at the approximate fair value at the date of donation. Depreciation is conq~mcd 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 straight-line method over the term of the lease. tvlaintenance and repairs are charged to operations; significant improvements are capitally, cal. The cost and related accunmlated depreciation of assets retired or otherwise disposed arc eliminated from lhe account~ and the resulting gain or loss is included in incomc. RESTRICTED AND UNRESTRICFED REVENUE AND SUPPORT Contributions/grants received are recorded as unrestricted, temporarily restricted, or permanently restricted supp~3rt, depending on the existence and/or nature of any donor/g~ amor restrictions. Support that is restricted by the donor/grantor is reported as an increase in temporarily or permanently restricted net assets, depending on the nature of the restriction. When a restricti,m expires (that is, when a stipu ated time restriction ends or purpose restriction is accomplished), temporarily restricted net as:;ets are reclassified to unrestricted net assets and reported in IhC Statement of Activities as net assets released from restrictions. EXPENSE AUX)CATION "lrhe costs of providing various programs and other activities have been summarized on a functional basis in the State:nent of Activities and in the Statement of Functional Expense,,,. Accordingly, certain costs have been allocated among the programs and supporting servicc~, benefited. INCOME TAX STATUS The Corporation is exempt :~rom federal income tax under Section 501(c)(6) of the lnlcrna Revenue ('ode. 
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MACON RIDGE ECONOMIC DEVELOPMENT REGION, INC. FINANCIAL REPORT DECEMBER 31, 1996 
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MACON RIDGE ECONOMIC DEVELOPMENT REGION, INC FINANCIAL REPORT DECEMBER 31, 1996 
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OTIIER INDEPENDENT AUI)ITORS' REPORTS (CONTINUED) 
Independent Auditors' Report on Inlernal Control Structure Used in Administering, Federal Award Independent Auditors' Report on Cc,mpliance with General Requirements Applicable to Federal Awards Programs 
Independent Auditors' Report on Cc,mpliance with Specific Requirements Applicable to Major Federal Awards Programs Schedule of Findings and Questioned Costs 

Page 

16-18 

20-21 
22-24 



MARTIN, ItARRISON 8c SMALLWOOD, L.L.P. C:ERT1FIED PUBIJC AGCOUNTANqS 

May 28, 1997 

2808 KILPATRICK BLVD., P.O. BOX 4044 - MONROE, LA 71211-4044 - (318) 3880500 302 DEPOT STREET, SUITE A - DELHI, LA 71232 - (318) 878-5573 
A 

The Board of Directors Macon Ridge Economic Development Region, lnc Ferriday, Louisiana We have audited the accompanying statement of financial position of Macon Ridge Economic Development Region, Inc. (a Nonprofit Corporation) as of December 31, 1996, and the related statements of activities, functional e~penses 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 Audiling Standards, issued by the Comptroller General of the United States; and the provisions of Office of Manageraent and Budget (OMB) Circular A-133, "Audits of Institutions of Higher Education and ( )thor Nonprofit Institutions". Those standards and OMB Circular A-133 require that we plan and perfolm me audit to obtain reasonable assuranze about whether the financial statements are free of nmtelial misstatement. An audit includes e~amining, on a test basis, evidence supporting the amounts and disclosures in the firmncial statemenls. An audit also includes assessing the accounting principles u~cd and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe Ihal our at~dit provides a reasonable basis for our opinion. In our opinion, the financial statements referred to above present fairly, in all material respecls, the financial position of Macon Ridge Economic Development Region, Inc. as of December 31, 1990, al/d the changes in its net assets and its cash flows for the year then ended in conformity with generally accepted accounting principles. In accordance with Government Auditing Standards, we have also issued our report dated May 28, 19~7 on our consideration of Macon Ridge Economic Development Region, lnc.'s internal control struclu~~ and our report dated May 28, 1997, on its compliance with laws and regulations. 



MACON RIDGE ECONOMIC DEVELOPMENT REGION, INC STATE MENT OF FINANCIAL POSITION DECEMBER 31, 1996 
ASSETS Cash Gran~t receivable Contracts receivable Other current assets Loans receivable Intermediary Relending Program, net of allowance for loan losses of $4,368 Rural Business Enterprise Grant Program, net of allowance for loan losses of ~2,759 Property and equipment, net Other assets TOTAL ASSETS 
LIABILITIES AND NET ASSETS 
LIABILITIES Accounts payable Acenaed liabilities Book overdraft in bank account Grant and contract payable Grantor advance Note payable 
TOTAL LIABILITIES NET ASSETS Unrestricted Operating Property and equipment Total unrestricted Temporarily restricted Loan programs Permanently restricted TOTAL NET ASSETS 
TOTAL LIABILISI'IES AND NET ASSETS 
The accompanying notes are an integral part of these financial statements 

55,316 49,059 15,778 3.665 
214,035 135,182 77,536 45O 1,651,021 

29,536 11,415 19,680 19,737 524,140 569,150 1,173,658 
232,690 77,536 310.226 

477,363 1,651,021 



MACON RiI~JE ECONOMIC DEVELOPMENT REGION, INC STATEMENT OF ACTIVITIES FOR THE "fEAR ENDED DECEMBER 31, 1996 

PUBLIC SUPPORT, REVENUES AND RECLASSIFICATIONS Grants: Enterprise Community Progra~n Rural Busine~ Enterprise Grant Contracts: Family Preservation Plan Louisiana School-to--Work l:'rogram Contributions Membership dues Interest income Loan application and origination fees Net assets released from restrictions: Rcstrictions satisfied by paymcnts Total public support, revenues and reclassifications EXPENSES Programs: Grant program: Enterprise Community Loan programs Other programs 
Total progranrs Management and general Total expenses CHANGE IN NET ASSETS NET ASSETS - BEGINNING OF YEAR NET ASSETS - END OF YEAR 

TEMt'ORAt?,I 1,5' UNRESTRICFED RESTRICI'EI) 

1,500 3,607 26,241 9,825 

592,598 190,700 30,884 7,680 500 
849,040 (849,040) 
890,213 (26,678) 
434,949 75,513 38,377 548,839 15!,004 699,843 190,370 
119,856 310,226 

The accompanying notes are an integral part of these financial statements 

(26,678) 193,815 
167,137 



PERMANEbrFLY RESTR1CFEI) TOTAL 
5 )2,598 1 )0,700 30,884 7,680 2,000 3,607 26,241 9,825 
863,535 
434,949 75,513 38,377 5,18,839 1:!1,oo4 _ 699,843 163,692 31,3,671 4~!7,363 



OTHER 
2,070 
23 5,613 49 227 3,067 13 549 

142 160 121 21,560 157 1,119 186 3,321 

SUPPORTING SERVICES MANAG-EMENT AND GF;NERAI. TOTAL 8,834 
291 719 2,480 244 313 21,823 18 2,635 2,633 373 93 22,219 
308 629 68 85,161 100 366 523 1,028 146 

8,834 45,236 6,729 12,794 2,480 6,811 7,380 58,251 703 6,311 3,411 9,547 3,195 5,429 22,219 1,086 24,450 88,300 26,073 11,957 7,127 4,297 13,481 228,427 6,604 14,445 20,251 46,789 7,226 38~377 151~004 699~843 



MACON RIDGE ECONOMIC DEVELOPMENT REGION, 1NC STATEMENT OF CAStt FLOWS FOR THF, YEAR ENDED DECEMBER 31, 1996 
OPERATING ACTIVITIES 
Change in net assets Adjustments to reconcile change in net assets to net cash provided by (used in) operating activities: Depreciation Provision for loan losses (Increase) Decrease in: Grant receivable Contracts reeeivable Other current assets Other assets Increase (Decrease) in: Accounts payable Accrued liabilities Grant and contract payable Net cash provided by (used in) operaling activities INVESTING ACFIVITIES Loans made to others Payments received on loans to others Purchases of equipment & leasehold inlprovements Net cash provided by (used in) investing activities F'INANCING ACFIVITIES 
Increase in book overdraft in bank account Loan proceeds Paynllent of grantor advance Net cash provided by (used in) financing activities NET INCREASE IN CASIt AND CASH EQUIVA1.ENTS CASH AND CASH EQUIVALEN']TS AT BEGINNING OF YEAR CASH AND CASH EQUIVALENTS AT END OF YEAR 
DISCLOSURE OF ACCOUNTING POLICY 

12,794 7,127 258,546 (15,778 (2,876 (450 2(I,348 6,084 19,737 88.564 
(369,850) 13,506 (46,357) (402,7(11) 
19,680 69,150 47,6-19 41.181 49,916 
605,400 655.316 

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, 1996 
NOTE 1 - SUMMARY OF SIGNIF)[CANT ACCOUNTING POLICIES NATURE OF OPERATIONS Macon Ridge Economic Dew'.lopmen't Region, Inc. (the Corporation) is a nonprofit organizal ion whose membership consist!; of eleven parishes located in Northeast Louisiana. lhc Corporation's mission is economic development, industrial recruitment and readiness, and i*~b creation within the eleven parish area. In December, 1994, the Corporation's application for a rural Enterprise Community ,~as approved by the United State s Department of Agriculture (USDA). Approval as an Enterprise Community was coupled with a three year USDA grant in the amount of $2,950,000. "1 hc purpose of the Enterprise Community program is to implement a strategic plan formulated i~r revitalizing the economy of portions of five parishes within the Corporation's domain. USDA also approved a $2,003,000 loan to the Corporation to establish a revolving loan fund l~ur 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 Releudmg Program. In addition, USDA approved a $300,000 Rural Business Enterprise Grant to opcr~*tc a small business loan program solely for the Enterprise Community. Periodically, the Corporation implements, on a contractual basis, other programs designated h)r economic and industrial dew~lopment and job training. 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 Accotmting Standards Board in its Statement of Financial Accounting Standards (SFAS) No. 117, I i,'inm!ci~). Statements of Not-for-Profit Corporations. Under SFAS No. 117, the Corporation is rcqtmcd to report information regarding its financial position and activities according to three classe~ of net assets: unrestricted net assets, temporarily restricted net assets, and permanently restricted net assets. 
F'ERVASIVENESS 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 dale of the financial statements and the reported amounts of revenues and expenses during the repo~ l i ng period. Actual results could differ from those estimates. 



MARTIN, HARRISON 8C SMALLWOOD, L.L.P CER~I1FIED PUBIAC ACCOUNTANTS 

May 28, 1997 

2808 KILPATRICK BLVD., P.O. BOX 4044 - MONROE, LA 71211-4044 - (318) 388-0500 302 DFPOT STREET, SUITE A - DELHI, LA 71232 - (318) 878-5573 Independ WithGeneral Re_qui_rements Applicable lo Federul Awards Proc, rams 

The Board of Directors Macon Ridge Economic Developmer t Region, Inc Ferriday, Louisiana We have andited the financial statements of Macon Ridge Economic Development Region, l,c. Nonprofit Corporation) as of and for the year ended December 31, 1996, and have issued our ret~( thereon dated May 28, 1997. We have ~pplied procedures to test Macon Ridge Economic Development Region, lnc.'s compliance wiq~ 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, 1996: political activity, ci~ il 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 (if Manageuleut aT~d Budget's "Compliance Supplement for Audits of Institutions of Higher Learning and Other Nonprolit Institutions". Our procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on Macon l~.idge Economic Development Region, lnc.'s compliance with tile 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 requirement~ listed in the preceding paragraph. With respect to items iiot tested, nothing came to our attention that caused us to believe that Macon Ridge Ec(morHic Development Region, lnc. had not complied, in all material respects, with those requirements. Howevch the results, of our procedures disclosec immaterial instances of noncompliance with those requiremc~us, which are described in the accompanying Schedule of Findings and Questioned Costs. This report is intended for the informa:ion of the board of directors, management, the cognizant age~wics and the Legislative Auditor. However, this report is a matter of public record, and its distribution i~ n.t limited. 

/Z//K/VL~Cv'L. ,,~ LI-P 



NOTE 2 - CAStt 

MACON RIDGE F.CONOMIC DEVEI_,OPMENT REGION, INC 
NOTES TO FINANCIAL STATEMENTS DECEMBER 31. 1996 

(;ash consists of the following: General fund - operatir g Enterprise Community Program - operating (restricted) Intermediary Relending Program - operating Rural Business Enterprlse Grant Program - operating 
72,269 8,550 441,052 133,445 

Cash in the amount of $387,675 in the Intermediary Relending Program account and cash in the amount of $119,462 in the Rural Business Enterprise Grant Program account are restricted for tile payment of each loan program's administrative expenses and for lending purposes. NOTE 3 - GRANT RECEIVABLE 
q-he grant receivable represents unreimbursed costs incurred in operating the Entcrpfi,e Community program. The grant receivable is due from the Louisiana Department of Social Services, Office of Community Services (OCS), which is the contracting agency for the Enteipn~c Community program in the State of Imuisiana. 

NOTE 4 - LOANS RECI~IVABLE During 1996, the Corporation began making loans to business entities through USI)A's Intermediary Relending Program and the Corporation's Rural Business Enterprise (;rant Program. Under the Intermediary Relending Program, loans of up to $150,000 may be made to business entities in the Corporation's eleven parish operational area as follows: At least seventy percent (70%) of the total Intermediary Relending Program funds available must be loaned to businesses within the Enterprise Community, and a maximum of thirty percent (30G) of the funds available may be loaned to businesses outside of the Enterprise Conmmnity. Under the Rural Business Enterprise Grant Program, loans of up to $25,000 may be made to businesses within the Enterprise Community. NOTE 5 -- PROPERTY, EQUIPMENT AND DEPRECIATION The major classes of owned property and equipment at December 31, 1996, are summa~iTcd below: CLASS Furniture and fixtures Equipment Leasehold improvements Less accumulated depreciation Net property and equipment 

9,034 50,999 31,849 91,882 14,346 
77,536 



MACON RIDGE ECONOMIC DEVELOPMENT REGION, INC NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 1996 
NOTE6-GRANTOR ADVANCE In accordance with the Corporation's Enterprise Community contract with OCS, the Corporation received an advance of $571 789 in order to begin implementation of its Enterprise Community program. Under the terms of the contract, OCS will deduct one-twelfth (1/12) of the original advance amount from the Corporation's cost reimbursement claims approved by OCS until the entire advance is recouped. As of December 31, 1996, OCS had recouped only $47,649 ot ~t~e advance, resulting in a balance due of $524,140. NOTE "1. NOTE PAYABLE 
The note payable represents the balance due to USDA at December 31, 1996, for the total amount of funds borrowed from USDA under the Intermediary Relending Program. In accordance with the loan agreement, up to $2,000,(100 may be borrowed by the Corporation for relending purposes to business entities within its eleven parish operational area. 
Under the terms of the loan agreement, interest at a rate of ].00% is to be paid oJ~ a scmianmJal basis in 1996 and 1997. Beginning in December, 1998, principal and interest payments of $82,260 are to be paid on an annual basis until the note matures in December, 2025. 'The note payable is collateralized by art Assignment of Security Interest for each loan madc to an ultimate recil)ient which is collateralized by personal property. Also, the note payable is collateralized by an Assignment of Mortgage for each Joan made to an ultimate recipicnl which is collateralized by real estate. Interest expense for the yea" ended December 31, 1996, totaled $3,411, which was included in accrued liabilities at Decem!~er 31, 1996. NOTE 8 - LEASE 
The Corporation has entered into a three year agreement for the lease of certain property, including the building in which the Corporation's offices are located. Total rental expensc under this lease agreement for 1996 was $12,000. The Corporation has the option to purchasc dw ]property for $325,000 from Ivlarch 7, 1997, through September 7, 1998. The future minimum lease payments under this operating lease are as follows YEAR ENDED DEC 1997 1998 ~MBER 31 12,000 8,000 



MACON R1DGE F.CONOMIC DEVELOPMENT REGION, INC NOTES TO FINANCIAL STATEMENTS DECEMBFA~ 31, 1996 
NOTE 9 - FINANCIAL INSTRUMENTS ('ONCENTRATION OF CREDIT RISK 

0 

The Corporation operates i':s Enterprise Conmmnity Program under a cost reimbursement contract which results in amounts due from OCS at various times during the performance of Ihc contract. See Note 3. 
Generally, the Corporation operates its other contractual programs on a cost reimbursement basis. The Corporation maintains cash balances at several financial institutions located in Northeast lx~uisiana. Accounts at each institution are insured by the Federal Deposit InsuraHce Corporation up to $100,000. At December 31, 1996, the Corporation's uninsured cash balances totaled $474,497. 
Subsequent to December 31, 1996, the Corporation reached agreements with certain financial institutions which require su(h institutions to provide collateral or other security to support the Corporation's uninsured deposits. COLLATERALIZATION POLICY 
Unless otherwise disclosed, the Corporation does not obtain collateral or other security tc support financial instruments subject to credit risk. NOTE 10 - SIMP1JFIED EMPLOYEE PENSION 3"he Corporation has established a Simplified Employee Pension (SEP) for its employec~ in accordance with Section 4081k) of the Internal Revenue Code. The Corporation contributed $22,463 to the SEP (luring 1996. NOTE 11 - SUBSEQUENT EVENTS Subsequent to December 31. 1996, the Corporation received USDA approval and fundine to make loans through the Intermediary Relending Program totaling $109,050 and to make lo:ms through the Rural Business Enterprise Grant Program totaling $67,000. 



OTI IER INDEPENDENT AUDITORS' REPORTS 
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IndepeI!dent A! rol Structur Based an an Audit of Financial Stateme Performed (0_Accordance with Government Auditin~ Standards 

The Board of Directors Macon Ridge Economic Development Region, Inc Ferriday, Louisiana We have audited the financial statements of Macon Ridge Economic Development Region, hic. (a Nonprofit Corporation) as of and for the year ended December 31, 1996, and have issued our report thereon dated May 28, 1997. We conducted our attdit in accordance with generally accepted auditing standards; Government Attchn Standards, issued by the Comptroller General of the United States; and Office of Management and Budget (OMB) Circular A-133, "AJdits of Institutions of Higher Education and Other Nonprofit Institutions." Those standards and GMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatctn~'m. 
The management of Macon Ridge Economic Development Region, Inc. is responsible for estahlishing and maintaining an internal control :;tructure. In fulfilling this responsibility, estimates and jtldgmcats by management are required to as+ess the expected benefits and related costs of internal comr.I structure policies and proce.dures. The objectives of an internal control structure are to prmidc 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 inanagcmcnt's authorization and recorded properly to permit the preparation of financial statements in accordance ~ith generally accepted accounting principles. Because of inherent limitations in any internal cotmol structure,, errors or irregularities may nevertheless occur and not be detected. Also, projection of uny 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 operatilm of policies and procedures may deteriorate. 



The Boa~rd of Directors Macon Ridge Economic Developmeat Region, Inc May 28, 1997 
In planning and performing our audit of the financial statements of Macon Ridge Eeonnrnic Development Region, Inc. for the year ended December 31, 1996, we obtained an understanding:, of its internal control structure. With respect to the internal control structure, we obtained an underst;,nding of the design of relevant policies anct procedures and whether they have been placed in operation, ;~nd we assessed control risk in order to d.~termine our auditing procedures for the purpose of expressing nt, r opinion on the financial statements and not to provide an opinion on the internal control strtJcttlre. Accordingly, we do not express such an opinion. 
Our consideration of the internal control structure would not necessarily disclose all mailers in ~he internal control structure that might be material weaknesses under standards established by the American Institute of Certified Public Accounl:ants. A rnaterial weakness is a condition in which the desigH ()r 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 fina,~cial statements being audited may occur and not be detected within a timely period by employecs i,i the normal course of performing their assigned functions. We noted no matters involving the internal c(mt rol structure and its operation that we consider to be material weaknesses as defined above. However, we noted certain matters involving the internal eonlrol structure and its operation that wc have reported to the management of Macon Ridge Economic Development Region, Inc. in a separate letter dated May 28, 1997. This report is intended for the inform ation of the board of directors, management, the cognizant agencies and the Legislative Auditor. Howew r, this report is a matter of public record, and its distribution is ,~ot limited. 
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The Board of Directors Macon Ridge Economic Development Region, lnc Ferriday, Louisiana 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, 1996, and have issued our icp~Ht thereon dated May 28, 1997. We conducted our audit in accordance with generally accepted auditing standards; Government Auditing Standards, issued by the Comptroller General of the l_Jnited States; and Office of Management and Budget (OMB) Circular A-.133, "Audits of Institutions of Higher Education and Other Nonprofit Institutions". Those standards and C,MB Circular A-133 require that we plan and perforln the audit to obtain reasonable assurance about uhether the financial statements are free of material nfisstatcnwm. 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 misstatemcnh wc performed tests of Macon Ridge Economic Developlnent Region, lnc.'s compliance with CCltain provisions of laws, regulations, contr~ cts and grants, ttowever, 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 immaterial instances of noncompliance with the above requirclncms, 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 nut limited. 
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ln__~dcpendent Auditors' Report on :gchedule of Federal Awards 

The Board of Directors Macon Ridge Economic I)evelopmer t Region, lnc Ferriday, Louisiana We have audited the financial statements of Macon Ridge Economic Development Region, Inc. (a NonprofilL Corporation) as of and for the year ended December 31, 1996, and have issued our rci)t~H thereon dated May 28, 1997. These financial statements are the responsibility of the Corporatiorc'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; GoverDment Atgliu ;~ Standard,i, issued by the Comptroller General of the United States; and the provisions of Office t~f Management and Budget (OMB) Cir(ular A-133, "Audits of Institutions of Higher Education and ()thcr Nonprofit Institutions." Those standmds and OMB Circular A-133 require that we plan and perform lhe 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 altd 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 statemcms of Macon Ridge Economic Development Region, Inc. The accompanying Schedule of Federal Awards i~ presented for purposes of additional analysis and is not a required part of the basic financial statcmcms. The information in that schedule has been subjected to the auditing procedures applied in the audit ~f the basic financial statements and, in 3ur opinion, is fairly presented in all material respects in rclmic,n to the basic financial statements taken as a whole. 
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The Board of Directors Macon Ridge Economic Development Region, lnc Ferriday, Louisiana We have audited the financial stateraents of Macon Ridge Economic Development Region, Inc. (a Nonprofit Corporation) as of and for the year ended December 31, 1996, and have issued our rctn~rt thereon dated May 28, 1997. We have also audited the compliance of Macon Ridge Economic I)evelopment Region, Inc. with requrements applicable to major federal award programs and ha~c issued our report thereon dated May 28, 1997. We conducted our audit in accordance with generally accepted auditing standards; _Government At!diti~!g Standards, issued by the Comptroller General of the United States; and Office of Management and Budget lOMB) 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 m obtain reasonable assurance about whether the financial statements are free of material misstatcmcnl and about whether Macon Ridge Economic Development Region, Inc. complied with laws alld 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, 1996, we considered its internal control structure in order to determine our auditing procedures for the purpose of expressing our opinions ~,TI Macon Ridge Economic Development Region, lnc.'s financial statements and on its compliance ~ilh requirements applicable to major awards programs and to report on the internal control structurc m accordance with OMB Circular A-133. This report addresses our consideration of internal comr,~l structure policies arid procedures relevant to compliance with requirements applicable to federal a,a'a~ d programs. We have addressed internal control structure policies and procedures relevant to our audit of the financial statements in a separate report dated May 28, 1997. ]'he management of Macon Ridge Ecanomic Development Region, Inc. is responsible for establistm~g and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgmcnt~, 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 



The Board of Directors Macon Ridge Economic Development Region, lnc May 28, 1997 
management with reasonable, but not absolute, assurance that assets are safeguarded against loss flora unauthorized use or disposition, that transactions are executed in accordance with managcmenl's authorization and recorded properly to permit the preparation of financial statements in accordance ~ith generally accepted accounting principles, and that federal award programs are managed in compliance with applicable laws and regulations. Because of inherent limitations in any internal control strtwtuTc, errors, irregularities, or instances of noncompliance may nevertheless occur and not be detected. Also, projectiont of any evaluation of the str~cture 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 ope~ atmn of policies and procedures may deteriorate. For the purpose of this report, we have classified the significant internal control structure policies m~d procedures used in administering federal award programs in the following categories: Revenues/Receipts, including loans Expenditures Payroll Financial Reporting 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 Requiremen:s Types of services allowed m unallowed Matching, level cf effort or earmarking Special reporting requirements Special tests and provisions, including nondiscrimination, client confidentiality payment of taxes approval of subcontract work, political activity, insurance bonding, Enterprise Community eligibility, and citizenship eligibility. Monitoring subrecipients Claims for advances and reimbursements Amounts claimed or used for matching 
For all of the internal control structure categories listed above, we obtained an understanding of t design of relevant policies and proced~Jres and determined whether they have been placed in operati( and we assessed control risk. During the year ended December 31, 1996, Macon Ridge Economic Development Region, Inc. expcndcd 100% of its total federal awards under major federal award programs. 



rlhe Board of Directors Macon Ridge Economic Development Region, Inc May 28, 1997 
We performed tests of controls, as required by OMB Circular A-133, to evaluate the effectiveness of the design and operation of internal conlrol structure policies and procedures that we considered rclcvam to preventing or detecting material noncompliance with specific requirements, general requirements, a ud requirements governing claims for ~dvances and reimbursements and amounts claimed or used lol matching that are applicable to each of the Corporation's major federal award programs, which ~rc 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 proccdtucs. Accordingly, we do not express such an opinion. 
Our consideration of the internal conlrol structure policies and procedures used in administering fcdcral 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 ~f ~hc internal control structure elements dces not reduce to a relatively low level the risk that noncompliauce with laws and regulations that woulc be material to a federal award program may occur and not bc detected within a timely period by employees in the normal course of performing their assigHcd functions.. We noted no matters involving the internal control structure and its operation that wc consider to be material weaknesses as defined above. However, we noted certain matters involving the internal control structure and its operation that wc have reported to the management of Macc.n Ridge Economic Development Region, Inc. in a separate letter dated May 28, 1997. This report is intended for the inform~ tion of the board of directors, management, the cognizant agcncics and the Legislative Auditor. itoweve:', this report is a matter of public record, and its distribution is uot limited. 
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The Board of Directors Macon Ridge Economic Development: Region, lnc Ferriday, Louisiana We have audited tile financial statements of Macon Ridge Economic l)evelopment Region, Inc. (a Nonprofit Corporation) as of and for the year ended December 31, 1996, and have issued our rcpolt thereon dated May 28, 1997. We have also audited the compliance of Macon Ridge Economic Development Region, Inc. govcHliJ~g types of services allowed or unallowed; matching, level of effort or earmarking; reporting; monitnring of subrecipients; discrimination in the rendering, of services and employment; client confidentialily; reporting; payment of taxes; appro'~al of subcontract work; political activity; insurance bonding; Enterprise Community eligibility; citizenship certification; claims for advances and reimbursements; and amounts claimed or used for matching 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 Decembcr 3 I, 1996. The managemenl of Macon Rdge Economic Development Region, Inc. is responsible fnr thc Corporation's compliance with those requirements based on our audit. Our responsibility is to exprcs~ an opinion on compliance with these :equirements based on our audit. 
We conducted our audit of complianc, e with those requirements in accordance with generally acccptcd auditing standards; (~gvernment Audi:ing Standards, issued by the Comptroller General of the Lhfitcd States; and Office of Management and Budget (OMB) Circular A-133, "Audits of Institutions of l lighc~ Education and Other Nonprofit Institutions. Those standards and OMB Circular A-133 require that x~c plan and perform the audit to obtain reasonable assurance about whether material noncompliancc with the requirements referred to in the second paragraph occurred. An audit includes examining, on ~ (c~t basis, evidence about the Corporation's compliance with those requirements. We believe that our at~dit provides a reasonable basis for our opinion. 
The results of our audit procedures disclosed immaterial instances of noncompliance with flw requirements referred to in the second paragraph, which are described in the accompanying Schcduk of Findings and Questioned Costs. We considered these instances of noncompliance in forming nt~r opinion on compliance, which is expressed in the following paragraph. 
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