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Independent Auditors' Report 

]'he Board of D irectors 
M acon Ridge Econom ic D evelopm ent Region, Inc 
Ferriday, Louisiana 

W e have audited the accompanying balance sheet of M acon Ridge Economic Development Region, Inc. (a 
Nonprofit Corporation) as of December 31, 1998, and the related statements of support, revenue, 
expenses and chan ges in fund balances, functional expenses and cash flows for the year then ended. 
These financial statem ents are the responsibility of the Corporation's m anagem ent. O ur responsibility is 
to express an opinion on these financial statem ents based on our audit. 

W e conducted our audit in accordance w ith generally accepted auditing standards; Governm ent Auditing 
Standards, issued by the Com ptroller General of the United States; and the provisions of Offi ce of 

M anagement and Budget (OM B) Circular A-133, Audits of States, Local Governments, and Non-Profit 
O rganizations. Those standards and OM B Circular A -133 require that w e plan and perform the audit to 
obtain reasonable assurance about w hether the financial statem ents are free of m aterial m isstatem ent. A n 
audit includes exam ining, on a test basis, evidence supporting tbe am ounts and disclosures in the finan cial 
statem ents. An audit also includes assessing the accounting principles used and significant estim ates m ade 
by m an agem ent, as well as evaluating the overall financial statem ent presentation. W e believe that our 
audit provides a reasonable basis for our opinion. 

In our opinion, the financial statem ents referred to above present fairly, in all m aterial respects, the 
financial position of M acon Ridge Econom ic D evelopm ent Region, Inc. as of D ecem ber 31, 1998, an d 
the results of its operations and its cash flow s for the year titan ended in conform ity w ith generally 
accepted accounting principles. 

In accordance w ith G overnm ent Auditing Standards, we have also issued our report dated M ay 7, 1999, 
on our consideration of M acon Ridge Econom ic D evelopm ent Region, lnc.'s intern al control over 
finaucial reporting and our tests of its com pliance w ith certain provisions of law s, regulations, contracts 
and grants. 



M A CO N RID GE ECON OM IC D EVELOPM ENT REGION , IN C 

BA LAN CE SH EET 
D ECEM BER 31, 1998 

ASSETS 
Cash 
Certificate of deposit 
G ram s receivable 
Contracts receivable 
Interest receivable -loans 
O ther rcceivables 
Interfund receivables 
Loans receivable 

Im ernm diary Relending Program , net of 
allowance for loan losses of $120,595 

Rural Business Enterprise G rant Program , net 
of allowance for loan losses of $20,494 

Property and equipm ent, net 

TOTA L A SSETS 

LIA BILITIES A N D FU N D BA LA N CES 

LIA BILITIES 
Acc()unts payable 
Accrued liabilities 
Com pensated absences 
Interfund payables 
l)eferrcd revenue 
N ote payable 

Total current liabilities 

N ote payable, less current portion 

TO TA L LIA BILITIES 

FUN D BA LA N CES 

TO TA L LIABILITIES A N D FU N D BA LA N CES 

O PERATIN G FU N I)S 

4,695 

40.314 

E 

52, t01 

106,689 
34,763 

300 

14,980 411,814 

59,989 

465 

465 

465 

59,524 

59.989 

The accolnpanying notes are an integral part of these financial statem enls 

605.667 

46,231 
1,597 
9,949 
51,654 
25,313 

134,744 

134,744 

470,923 

605,667 



 

LO A N 
PRO G RA M S TO TA L 

289,377 
90,000 

18,110 

11,340 

599,491 

321,718 
4,571 

1.334.607 

536 

71,923 
73,079 

145,538 

844,980 

346,173 
90,000 
106,689 
34,763 
18,110 

300 
51,654 

599,491 

321,718 
431,365 

2.000.263 

46,231 
2,598 
9,949 
51,654 
97,236 
73.079 

280,747 

844,980 

990,518 1,125,727 

344,089 874,536 

1.334.607 2.000.263 



M ACO N RII)GE ECO NO M IC DEVELO I'M ENT REGIO N , 1NC 

STATEM EN T O F SU PPORT, REVEN U E, EX PEN SES 
AN D CIIA NGES 1N FUND BALA NCES 

FOR TH E Y EAR EN DED D ECEM BER 31, 1998 

SUIq)O RT A N D REV EN UE 
G rants: 

Enterprise Connnunily Program  
Rural Business Enterprise Grant 
Office of Rural D evelopm ent 
1.ouisiana O ffice of Rural D evelopm ent 

Building acquisition grant 
Co]llracls: 

Fam ily Preservation Plan 
1.ouisiana l)epam nent of Econom ic 

l)evelopm ent: 
Cooperative Endeavors 

l)rug Court 
Contributions 
lntercst illCOllle 
Loan inlel'est incollle 
Loan application and origination fees 

and penalties 
M iscellaneous incom e 

I'~X Iq~N SES 

l'ola] support and revenue 

l~rogranls: 
Granl program : 

l';nterprise Com m unity 
l.oan program s 
O ther program s 

Total program s 

M anagem ent and genera 

Total expenses 

OPERATING FUN I)S 

65 

5,670 

15,000 
59 

463,579 
225,000 
14,959 

186,200 

8.662 

251,766 
1,928 
240 
101 

5,447 27,472 

26.241 

45.180 

45.180 

1,179,907 

497,297 

268,794 

766,091 

5,547 

771.638 

EXCESS (I)EH CIT) OF SUPPORT AND REVENUE 
OVI:.I~. I~;XI'ENSES (18,939) 408,269 

H~,ANSH ';R O F FU N D BAI.A NCES 

FU N I) BA 1.A N CI;S - IIEG IN N IN G O F Y EA R 

FUNI) I/A1.AN CES - ENI) OF YEAR 

13,826 

64.637 

59.524 

The accom panying notes are an integral part of these financial statem ents 

(13,826) 

76.480 

470.923 



 

I.O AN 
PRO GRAM S TOTAL 

86.507 

9,303 
74,383 

12.118 

182.311 

113,522 

113.522 

11.481 

125,003 

463,579 
311,507 
15,024 

186,200 

8.662 

257,436 
1,928 
15,240 
9,463 
74,383 

12,118 
32.919 

1.388.459 

497,297 
113,522 
268,794 

879,613 

62.208 

941.821 

57,308 446,638 

286,781 427,898 

344.089 874.536 



M ACO N P,1DGE ECON OM IC DEVELOPM ENT REGION , INC 

STATEM ENT OF FUNCTIO NAL EX PI';N SES 
FOR TIlE YEAR END ED DECEM BER 31, 1998 

Conlpuler expenses 
Contract labor 
Consulting fees 
l)eprecialion 
D ues and subscriptions 
l~quipment acquisitions (under $1,000) 
Equipnlent and building m aintenance 
l:ringe benefits 
Insurance 
Interest 
I.A D H ) - D ella Service Corporation 
Other 
Postage 
Printing 
Professional fees 

Projecls - infraslructure 
Proiccts- job training and education 
Projects - leadership developmenl 
PlOlllotiollal 
Provision for loan losses 
l~,ecr u im lent/Retention expense 
P, enl - building and equiplnent 
Salaries and wages 
Senlinars 
Supplies 
Travel 
Utilities 

PRO GRAM  SERVICES 

ENTERPR1SI~ 
COM M UNITY 1.OAN OTIIER 

519 
48,602 
40,456 
29,052 

658 
4,573 
4,940 
47,468 
2.636 

1,920 
1,123 
930 

6,200 
6,500 
54,786 

162 
1.089 

497.297 

The accom panying nol.es are an integral part of these financial statem ents 

889 
1,450 

1,086 
860 

3,832 
813 

8,042 

3,576 
544 
385 

7.942 

1,943 
18,133 

58 
242 

44,520 
920 

1,449 
2,805 
4.033 

113.522 

3,108 
5,461 
59,198 
2,978 

1,762 
889 

36.172 

0,200 
3,246 
2,760 
1.136 

1,800 

425 
20 

107,849 
1,850 
3,368 
24,875 
1.697 



 

SU PPORTING 
SERV ICES 

M AN AGEM ENT 
A N D 

G ]V.N ERA I~ 

4,150 
1,800 
1,390 
4,072 
1,357 
(637) 
246 
(517) 
2,759 

5,o76 
248 
473 

2,575 

229 

1,080 
72 

6,074 
418 

7,101 
3,275 
967 

62.208 

7,777 
55,863 
101,933 
37,552 
2,015 
6,784 
6,935 
96,955 
6,208 
8,042 
10,200 
23,818 
4,675 
2,924 
26,717 
6,500 
54,786 

162 
5,061 
18,133 
2,112 
8,749 

325,292 
5,058 
23,229 
57,115 
37,226 

941.821 



M ACO N RIDGE ECON OM IC D EVEI.OPM ENT REGIO N , INC 

STATEM ENT OF CASH FLOW S 
FO R TIlE YEA R EN D ED D ECEM BER 31. 1998 

O PI~;RA TIN G A C TIV ITIES 
Excess of support and revenue over expenses 
Adjustments to reconcile excess of support and revenue over 
expenses to net cash provided by (used in) operating activities 
Depreciation 
Provision for loan losses 
(Increase) decrease in: 

Grants receivable 
Contracts receivable 
O ther receivables 
Loan interest receivable 

lncreasc (decrease) in: 
Accounts payable 
Accrued liabilities 
Deferred revenue 
Net cash provided by (used in) operating activities 

N V ESTIN G A C TIV ITIES 
Purchase of certificate of deposit 
Redem ption of certificate of deposit 
Loans m ade to others 
Paynm nts received on loans to others 
Purchases of equiplnent and leasehold im provem ents 

Ne~ cash provided by (used in) investing activities 

NA NCIN G ACTIV ITIES 
Loan proceeds - Interm ediary Relending Program 
Paym ent of loan - Interm ediary P, elending Program 

Net cash provided by (used in) financing activities 

NIiT INCREASE IN CASI1 AND CASH EQU1VA1.ENTS 

CASII AND CASII EQUIVALENTS AT BEGINNING OF YEAR 

CASII AND CASIt EQUIVALENTS AT END OF YEAR 

SU PPI3'2M ENTAL I)ISCI+O SU RE 
O F CA SII FIX)W  IN FO RM ATIO N 

Cash paid during the year for 
Interest 

)ISC IX)S1JRE O 1" A C C O IJN T1N G PO IAC Y 

For purposes of the statem ent of cash flows, the Com pany considers all highly liquid debt 
purchased with a m aturity of three m onths or less to be cash equivalents. 

l'he accom panying notes are an integral part of these financial statem ents 

446.638 

37,552 
18,133 

63,571 
52,067 
3,348 
(7,336 

(94,779) 
(11,043) 
27,894 
536.045 

(90,000) 
35,250 

(369,799) 
144.100 
(363,819) 
(644,268) 

260,422 
(74,725) 
185,697 

77,474 

268.699 



M A CON RIDGE ECONOM IC DEVELOPM ENT REGION , INC 

N O TES TO FIN A N CIA L STA TEM EN TS 
DECEM BER 31, 1998 

N OTE 1 - SUM M ARY OF SIGNIFICANT ACCOU NTIN G POLICIES 

NATURE OF OPERATIONS 

M acon Ridge Economic Development Region, Inc. (the Corporation) is a nonprofit organization 
whose lnem bershil~ consists of m unicipalities and econom ic developm ent organizations localed in 
northeast Louisiana. The Corporation's m ission is econom ic developlnent, industrial recruilm enl 

and readiness, and job creation. 

In D ecem ber, 1994, lhe Corporation's applicalion for a rural Enlerprise Com m unily was 

approved by the United States Department of Agriculture (USDA). Approval as an Enterprise 
Community was coupled wilh a fllree-year USDA grant in the amount of $2,950,000. In 1998 
this conlracl w as renew ed for an additional three years of operations. The purpose of the 
Enterprise Com nm nity program  is to im plem ent a strategic plan form ulated for revitalizing the 
econom y of portions of five parishes within the Corporation's dom ain. 

USDA also approved a $2,000,000 loan to the Corporation to establish a revolving loan fund for 
business and econom ic developm ent within the Enterprise Com nm nity, as well as throughout the 
Coq~oration's entire area. This loan was obtained through USDA 's Interm ediary Relending 
Program . In August, 1995, the USDA approved a $300,000 Rural Business Enterprise Grant to 
operate a sm all business loan program solely for the Enterprise Com m unity. An additional 
$300,000 grant was approved in M arcia, 1998 to continue this program . 

Periodically, the Corporation implements, on a eomractual basis, other programs designated for 
econollaic and industrial development and job trainiug. 

BA SIS O F A CCO U N TIN G A N D PRESEN TA TION 

The financial statem ents of the Corporation have been prepared on the accrual basis of 
accounting. 

For financial reporting purposes, the provisions of G overnm ental A ccounting Standards Board 
Stalem ent No. 29. The Use of Not-for-Profit Accountine. and Financial Renortine Princinles by 
Government Entities (GASB No. 29) apply to 
Corporalion ~o follow the financial statem ent 
Position 78-10. Accounline Princinles and 

the Corporation. GA SB N o. 29 requires the 
presentalion guidance ot" A ICPA Sta~em cn! of 

_O rganization_s (SOP 78-10). Accordingly, the accounts of the Corporation are maintained in 
accordance with the principles of fund accounting. Resources for various purposes arc classified 
for accounting and reporting purposes into funds established according to their nalm c and 
purposes. The assets, liabilities and fund balances of the Corporation are reported in two self- 
balancing groups as follow s: 



M ACON RID GE ECONOM IC DEVELOPM ENT REGION , IN C 

N OTES TO FIN A N CIA L STATEM EN TS 
DECEM BER 31, 1998 

NOTE I - SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

,, Operating funds include unrestricted and restricted resources available for support of the 
Corporation's operations. 

~ l,oan Program  Funds include resources reslrJcled for the Corporaliol~'s Jcl)dil)g plogranls 

PERVA SIVENESS OF ESTIM ATES 

The prcparatiou of financial statem ents in conRlrm ity w ith generally accepted accounting 
principles requires m anagem ent to m ake estim ates and assum ptions that affect the reported 
am ounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the 
financial statem ents and the reported am ounts of revenues and expenses during thc reporting 
period. A ctual results could diffcr from those estim ates. 

A LLOW A N CE FO R LO A N LO SSES 

Tile allow ance for loan losses is m aintained at a level w hich, in M anagcmeut's judglnenl, is 
adequate to absorb credit losses inherent in the loan portfolio. The am ount of tile allowance is 
based on M anagem ent's evaluation of the collectibility of the loan portfolio

, iucluding the 
nature of the portfolio, credit concentrations, trends in historical loss experience

, specific 
im paired loans, econom ic conditions, and other risks inherent in the portfolio. A llowances for 
ilnpaired loans are generally determ ined based on collateral values or the present value of 
estim ated cash flow s. The allowance is increased by a provision for loan losses

, w hich is 
clm rged to expense and reduced by chargc-ofl~, net of recoveries. Changes in the allow ance 
relating to im paired loans are charged or credited to the provision for loan losses. Because of 
uncertainlies inlm rent in the estim ation process, M anagem ent's estim ate of credit losses inherent 
in the loan portfolio and the related allowance m ay change in the near term . However

, the 
am ount of the change that is reasonably possible cannot be estilnated. 

PROPERTY, EQUIPM ENT AND DEPRECIATION 

Property and equipm ent having estim ated useful lives greater than one year arc recorded at cost 
or, if donated, at the approxim ate fair value at the date of donation. D epreciation is com puted 
using the straight-line m ethod over the estim ated useful lives of the property and equiplncnt

. 

M aintenance and repairs are el)arged to operalJoJls; significant im provem enls are capilalized
. The 

cost and related acculnulated depreciation of assets retired or otherw ise disposed are elim inated 
from  the accounts and the resulting gain or loss is included in incom e. 



M ACON RID GE ECO N O M IC D EV ELO PM EN T REG IO N , IN C 

N O TES TO FIN AN CIAL STATEM EN TS 
D ECEM BER 31, 1998 

NOTE 1 - SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Certain property and equipm ent arc restricted as to use and disposition by grant agreem ents and 
by contractual agreem ents. 

EX PEN SE A LLO CATION 

The costs of providing various program s and other activities have been smnm arized on a 
functional basis in the Statem ent of Support, Revenue, Expenses and Changes in Fund Balances 
and in the Stalem ent of Functional Expenses. Accordingly, certain costs have bccn allocated 
am ong the program s and supporting services benefited. 

IN CO M E TA X STA TU S 

The Corporation is exempt from federal income tax under Section 501(c)(6) of the Internal 
Revenue Code. 

TOTA L CO LU M N S 

Total colulnns are presented to facilitate financial analysis. Data in these colum ns do not present 
financial position and results of operations in conform ity w ith generally accepted accounting 
principles. 

N OTE 2 - CA SH A N D CERTIFICA TES O F D EPO SIT 

Cash at I)eeem ber 31, 1998, consisted of the follow ing: 
G eneral fund - operating 
Enterprise Comnmnity Program - operating (restricted) 
Intermediary Relending Program (loan program) 
Rural Business Enterprise Grant Program (loan program) 
Rural Business Enterprise Grant Program (building renovation fund) 

Cerlificates of l)cposit at Decem ber 31, 1998, consisted of the following 
lnterlnediary Relcnding Program (loan program) 
Rural Business Enterprise Grant Program (loan prograln) 

4,695 
2,000 
90,274 
199,103 
50,101 

_  346,173 

80,000 
_  10,000 
_  90,000 

Cash and certificates of deposit in the Interm ediary Relending Program accounts are restricted for lending 
purposes, for the program 's adm inistrative costs and for repaym ent of the debt to U SDA . Cash and 
certificate of dcposil in the Rural Business Enterprise Grant Program loan accounts are restricted for 
lending purposes and for the program 's adm inistrative costs. Cash in the Rural Business Enteq~rise Gran( 
Program building renovalion fund is restricted for renovation purposes. 



M ACON RID GE ECON OM IC DEVELOPM ENT REGION . INC 

N O TES TO FIN A N CIA L STA TEM EN TS 
DECEM BER 31, 1998 

N O TE 3 - G RAN T RECEIVA BLE - EN TERPRISE COM M U N ITY PRO GRAM  

Grants receivable include mneimbursed costs in tim amount of $106,689 incurred in operating the 
Enlerprise Conm m nity Program . The Enterprise Com m unity grant receivable is due fi-nm the 
Louisiana Department of Social Services, Offi ce of Comnmlfity Services (OCS), which is the 
contracting agency for the Enlerprise Com m unity Program in tbe State of Louisiana. 

N O TE 4 - LOA N S RECEIVA BLE 

D uring 1996, the Corporation began m aking loans to business entities through U SD A 's 
Intermediary Relending Program . Under this program , loans of up to $150,000 may be lnade to 
business entities in the Corporation's eleven-parish operational area. A m axim um of twcnly-five 
percent (25%) of the total loan portfolio may be loans of up to $250,000 to recipients who 
qualify. Loan recipients are required to fund twenty-five percent (25 %) of their approved project 
costs. 

At least sixty percent (60%) of the total Intermediary Relending Prograln funds available must be 
loaned to businesses within the Enterprise Comlnunity, and a maximum of forty percem (40%) of 
the funds available m ay be loaned to businesses outside of the Enterprise Com m unity. 

D uring 1996, the Corporation began m aking loans to business entities under the Rural Business 
Enterprise Grant Program . This program allows loans of up to $25,000 to be made to businesses 
w ithin the Enterprise Com m unity. 

Principal paylneuts and interest received on loans m ade under the Interlnediary Releuding 
Program can be used only for the following purposes: for paym ent of the debt (o USDA ; for 
paym ent of reasonable adm inistrative costs of the program ; and for relending purposes. Principal 
paym ents and interest received on loans under Rural Business Enterprise G rant Program can be 
utilized only for the paym ent of reasonable adm inistrative costs and for relending purposes. 

NOTE 5 - PROPERTY, EQUIPM ENT AND DEPP.ECIATION 

The lnajor classes of owned property and equiplnent at December 31, 1998, are sunnnarized 
below : 

CI,A SS 
Building 
Land 
Furniture and fixtures 
Equipm ent 
Building im provem ents 

l.ess accum ulated depreciation 

N et property and equil)m ent 

270,599 
82,500 
9,034 

102,738 
_  50,4~  

515,345 
_  ~ 980 

_  431.365 



M ACON RID GE ECON OM IC DEVELOPM ENT REGION , INC 

N O'I'E 6 - N O TE PA Y A BLE 

N O TES TO FIN A N CIA L STA TEM EN TS 
DECEM BER 31, 1998 

The note payable represents the balance due to U SDA at Decem ber 31, 1998, for the total am ount 
of funds borrowed from U SDA under the Interlnediary Relending Program . In accordance w ith 
the loan agreement, up to $2,000,000 may be borrowed by the Corporation for relcnding 
purposes to business entities w ithin its eleven parish operational area. 

U nder the term s ot the loan agreelnent, interest at a rate of 1.00% is accrued on the outstanding 
balance. Beginning in December, 1998, principal and interest payments of $82,260 are to be 
paid on an annual basis until the note m atures in Decem ber, 2025. 

The note payable is collateralized by an A ssignm ent of Security Interest for each loan m ade lhat is 
collateralized by personal property. A lso, the note payable is collateralized by an A ssignm ent of 
M ortgage for each loan m ade that is collateralized by real estate. 

Interest expense for the year ended December 31, 1998, totaled $8,042 

NOTE 7 - FINA NCIAL INSTRUM ENTS 

CO N CEN TRA TION OF CRED IT RISK 

The Corporation operates its Enterprise Colnm unily Program under a cost reimbursem ent contract 
which results ill anlounts due from OCS at various lim es during the perform ance of 1he contract. 

See N ote 3. 

Generally, the Corporatioz~ operates ils other conlractual program s on a cost reim bursem ent basis 

The Corporation m aintains cash balances at several financial iustitutions located in N ortheast 
Louisiana. Accounts at each institution are insured by the Federal Deposit Insurance Corporation 
up to $100,000. At December 31, 1998, tbe Corporation's uniusured cash balances totaled 
$250,478 and were on deposit with one financial institution. However, the uninsured cash 
balances have been guaranteed by a bank deposit guaranty bond in an am ount not 1o exceed 

$400,000. 

CO 1~I~ATERAI~IZAT1ON PO LICY 

U nless otherwise disclosed, the Corporation does not obtain collateral or other security to support 

financial instrmnents subject to credit risk. 



M ACON RIDGE ECONOM IC DEVELOPM ENT REG1ON , INC 

N OTES TO FIN A N CIA L STATEM EN TS 
D ECEM BER 31, 1998 

N OTE 8 - SIM PLIFIH ) EM PLO Y EE PEN SIO N 

The Corporation has eslablished a Simplified Employee Pension (SEP) for ils cmployees in 
accordance wilh Seclion 408(k) of the Internal Revenue Code. The Corporalion conuibuted 
$36,305 lo lhe SEP during 1998. 

NOTE 10 - SUBSEQUENT EVENTS 

Subsequent to D ecem ber 31, 1998, the Corporation received U SDA approval to m ake loans 
through the Interlnediary Relending Program totaling $648,003 and Rural Business Enterprise 
Granl Prog,am totaling $91,450. Total funds received to dale were $498,003 for the 
Intermediary Relending Program and $91,450 for the Rural Business Enterprise Grant Program . 
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Independent Auditors' Report on Coinpliance 
and oll Intern al Control Over Financial Reporting 

Based on an A udit of Financial Statem ents 
Perform ed in Accordance w ith 
G overmnent A uditing Standards 

The Board of D irectors 
M acon Ridge Econom ic D evelopm ent Region, lnc 

W e have audited the financial statements of M acon Ridge Econom ic Developm ent Region, Inc. as of and 
for the year ended l)ecem ber 31, 1998, and have issued our report thereon dated M ay 7, 1999. W e 
conducted our audit in accordance w ith generally accepted auditing standards; the standards applicable to 
financial audits contained in G overn m ent A uditing

_  
Standards, issued by the Com ptroller General of the 

United States; and OM B Circular A-133, Audits of States, Local Governm ents, and Non-Profit 

O Q~ganizations 

Com pliance 

A s part of obtaining reasonable assurance about whether M acon Ridge Econom ic D evelopm ent Region, 
lnc.'s financial statem ents are free of m aterial m isstatem ent, we perform ed tests of its cmnpliance with 
certaiu provisions of law s, regulations, contracts and grants, noncom pliance w ith w hich could have a 
direct and m aterial effect on the determ ination of financial statem ent am ounts. H owever, providing an 

opinion oll compliance with those provisions was not an objective of our audit and, accordingly, we do 
not express such an opinion. The results of our tests disclosed no instances of noncom pliance that are 
required to be reported under Governm ent Auditing Standards. However, we noted certain im m aterial 
instances of noncom pliance, which w e have reported to m anagem ent of M acon Ridge Econom ic 
Developm ent Region, Inc. in a separate letter dated M ay 7, 1999. 

Internal Control O ver Financial Reporting 

In planning and perform ing our audit, w e considered M acon Ridge Econom ic D evelopm ent Region, 
Inc. 's internal control over financial reporting in order to determ ine our auditing procedures for the 
purpose of expressing ore " opinion on the financial statem ents and not to provide assurance o11 the internal 
control over financial reporting. 



The Board of D irectors 
M acon Ridge Econom ic I)evelopm ent Region, lnc 
M ay 7, 1999 
Page Two 

O ur consideration of the internal control over financial reporting w ould not necessarily disclose all 
m atters in the internal control that m ight be m aterial w eaknesses. A m aterial weakness is a condition in 
which the design or operation of one or m ore of the internal control com ponents does not reduce to a 
relatively low level the risk that m isstatem ents in am ounts that w ould be m aterial in relation to the 
financial statem ents being audited m ay occur and not be detected w ithin a tim ely period by em ployees in 
the norm al course of perform ing their assigned functions. W e noted no m atters involving the internal 
control over financial reporting that w e consider to be m aterial weaknesses. 

This report is intended for the inform ation of the board of directors, m anagem ent, and the federal 
awarding agencies. However, this report is a matter of public record, and its distribution is not lim ited. 
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Independent Auditors' Report on Com pliance W ith 

_equirements Applicable to Each Major Pro~gram and 
Internal Control O ver Com pliance in A ccordance 

W ith OM B Circular A -133 

The Board of Directors 
M acon Ridge Econom ic D evelopm ent Region, Inc 

Com pliauce 

W e have audited the com pliance of M acon Ridge Econom ic D evelopm ent Region
, Inc. w ith the types of 

com pliance requirem ents described in the U . S, O ffice of M anagem en
_t and B~ et (OMB) Circular A- 

133 Conlplianc
_
e S~ ,12plement that are applicable to each of its major federal programs for the year ended 

Decem ber 31, 1998. M acon Ridge Econom ic D evelopm ent Region, lnc.'s major fedcral programs are 
identified in the Schedule of Expenditures of Federal Aw ards. Com pliance w ith the requircm cnts of 

laws, regulations, contracts and grants applicable to its major federal programs is the responsibility of 
M acon Ridge Econom ic Developm ent Region, Inc.'s m anagem ent. Our responsibility is to express an 
opinion on M acon Ridge Econom ic D evelopm ent Region, Inc.'s com pliance based on our audit. 

W e conducted our audit of com pliance in accordance with generally accepted auditing standards; the 
standards applicable to financial audits contained in Governm ent Auditing Standards issued 
Com ptroller General of the U nited States; and OM B Circular A-133 Audits of Stales 

by the 
lx)cal 

Governm ents, and Non-Profit Organizations. Those standards and OM B Circular A-133 require that we 
plan and perform the audit to obtain reasonable assurance about whether noncom pliance with the typcs of 

compliance requirements referred to above that could have a direct and material effect on a major federal 
program occurred. An audit includes exam ining, on a test basis, evidence about M acon Ridge Econom ic 
D evelopm ent Region, Inc.'s com plialm c with those requirem ents and perform ing such other procedures 
as we considered necessary in the circum stances. W e believe that our audit provides a reasonable basis 
for our opiniom  O ur audit does not provide a legal determ ination on M acon Ridge Econom ic 
D evelopm ent Region, Inc. 's com pliance w ith those requirem ents. 



The Board of D irectors 
M acon Ridge Econom ic I)evelopm ent Region, Inc 
M ay 7, 1999 
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In our opinion, M acon Ridge Econom ic D evelopm ent Region, Inc. com plied, in all m aterial respects, 

with the requirements referred to above that are applicable to each of its major federal programs for the 
year ended D ecem ber 31, 1998. 

Internal Control O ver Com pliance 

The m anagem ent of M acon Ridge Econom ic Developm ent Region, Inc. is responsible for establishing 
and m aintaining effective internal control over compliance with requirem ents of laws, regulations, 
contracts and grants applicable to federal program s. In planning and perform ing our audit, we 
considered M acon Ridge Econom ic D evelopm ent Region, Iuc.'s internal control over com pliance with 

requirements that could have a material effect on a major federal program in order to determine our 
auditing procedures for the purpose of expressing our opinion on com pliance and to test and report on 
intern al control over com pliance in accordance with OM B Circular A-133. 

Our consideration of the intern al control over compliance would not necessarily disclose all m atters in the 
intern al control that m ight be m aterial weaknesses. A m aterial weakness is a condition in which the 
design or operation of one or m ore of the internal control com ponents does not reduce to a relatively low 
level the risk that noncom pliance with applicable requirem ents of laws, regulations, contracts and grants 
that would be material in relation to a major federal program being audited may occur and not bc 
detected w ithin a tim ely period by em ployees in the norm al course of perform ing their assigned 
functions. W e noted no m atters involving the internal control over com pliance and ils operation that we 
consider to be m aterial w eaknesses. 

This report is intended for the inform ation of the board of directors, m anagem ent and federal awarding 
agencies. However, this report is a m atter of public record and its distribution is not lim ited. 

15 
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Independent A uditors' Report on 
Schedule of Expenditures of Federal Awards 

The Board of l)irectors 
M acon Ridge Econom ic D evelopm ent Region, Inc 

W e have audited the financial statem ents of M acon Ridge Econom ic D evelopm ent Region, Inc. as of and 
for tile year ended Decem ber 31, 1998, and have issued our report thereon dated M ay 7, 1999. These 
financial stateinents are the responsibility of the m anagem ent of M acon Ridge Econom ic Developm ent 
Region, Inc. O ur responsibility is to express an opinion on these basic financial statem ents based on our 
audit. 

W e conducted our audit in accordance w ith generally accepted auditing standards; G overnm ent 
A uditing Standards, issued by the Com ptroller G eneral of the U nited States; and the provisions of 

Office of M anagement and Budget tOM B) Circular A-133, Audits of States, Local Governments, and 
Non-Profil Organizations. Those standards and OM B Circular A-133 require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statem ents are flee of 
m aterial m isstatem ent. A n audit includes exam ining, on a test basis, evidence supporting the am ounts 
and disclosures in the financial statem ents. An audit also includes assessing the accounting principles 
used and significant estim ates m ade by m anagem ent, as well as evaluating the overall financial 
statem ent presentation. W e 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 statem ents of 
M acon Ridge Econom ic l)evelopm ent Region, Inc. The accom panying Schedule of Expenditures of 
Federal Awards is presented for purposes of additional analysis and is not a required part of the basic 
financial statenaents. The information in that schedule has been subjected to the auditing procedures 
applied in the audit of the basic financial statem ents and, in our opinion, is fairly presented in all ina(erial 
respects in relation to the basic financial statem ents taken as a whole. 

/../__ P  



M A CO N RID GE ECO N OM IC D EVELOPM ENT REGION , IN C 

SCIIED U LE O F EXPEN D ITURES OF FED ERA L AW A RI)S 
FO R TH E Y EAR EN D ED D ECEM BER 31, 1998 

Federal G rantor/Pass-through 
G rank~r/P~ ram Title 

U nited States D eparlm ent of Agriculture 

Total 

D irect A wards 

A gency or 
Federal CFD A Pass-through Federal 

Nmnber Number E~ pcnditures 

Interm ediary Relending Program 10.439 N/A 218,734 * 

Rural D evelopm ent G ram /Rural 
Business Enterprise G rant 

(Loan Program) 10.769 10424 61,500 

Rural D evelopm ent G rant/Rural 
Business Enterprise G rant 

(Building Acquisition) 10.769 10424 173,844 

Pass-through fiom  State of Louisiana D epartm ent 
of Social Services: 

Enleq)rise Com m unity 

* Denotes a major program 

10.772 3708327 463,579 * 

9J! ,657 

Note: The Schedule of Expenditures of Federal Awards is prepared on the accrual basis of accounting 



M ACON RIDGE ECON OM IC DEVELOPM EN T REGION , INC 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FO R TH E Y EA R EN D ED D ECEM BER 31. 1998 

SUM M ARY O F AUI)IT IIESULTS 

1. The auditors' report expresses an unqualified opinion on the financial statem enls of M acon Ridge 
Econom ic D evelopm ent Region, Inc. 

2. No instances of noncom pliance m aterial to the financial slatem enls of M acon Ridge Econom ic 
D evelopm ent Region, Inc. were disclosed during the audit. 

3. No report.able conditions were disclosed during the audit of the major federal award programs 

4. The auditors' report on colnpliance for the major federal award prog,ams for M acon Ridge 
Econom ic D evelopm ent Region, Inc. expresses an unqualified opinion. 

5. No instances of noncompliance material to the major federal award programs for M acon Ridge 
Econom ic D evelopm ent Region, Inc. w ere disclosed during the audit. 

6. The programs tested as major programs included: 
U nited States Departm ent O f Agriculture: 

Interm ediary Relending Program - CFI)A 10.439 
Enlerprise Com m unity - CFD A 10.772 

7. The lhreshold for distinguishing Types A and B programs was $300,000 

8. M acon Ridge Econom ic Developm ent Region, Inc. was not determ ined to be a low-risk auditee 



M ARTIN, H ARRISON ~  SMALLWOOD, L.L.P 
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To the Senior M anagem ent and 
The Board of D irectors of 
M acon Ridge Fx, onom ic Developm ent Region, Inc 

In plan ning and perform ing our audit of the financial statem ents of M acon Ridge Econom ic 
Development Region, Inc. (the Corporation) for the year ended December 31, 1998, we considered 
th e Corporation's internal control structure to plan our auditing procedur es for th e purpose of 
expressing our  opinion on th e financial statem enK~ and not to provide assur an ce on intern al co ntrol 
structur e. 

ttowever, dur ing our  audit, we noted ce rtain m atters involving the intern al control structure an d 
other operational m atters th at are presented for your co nsideration. W e previously reported on the 
Corporation's intern al control structure in our reports dated M ay 7, 1999. This letter does not affect 
our report dated M ay 7, 1999, on th e financial statem ents of M acon Ridge Econom ic Developm ent 
Region, Inc. 

W e will review the status of these co mm ents during our  next audit engagem ent. Our conmaents 
an d recom mendations, all of which have been discussed with appropriate m embers of m anagement, 
ar e intended to improve the internal control structure or result in oth er operating efficiencies. W e 
will be pleas ed  to discuss th ese com m ents in further detail at your  convenience, to pe rform an y 
additional study of th ese m atters, or to assist you in implem enting th e recom m endations. Our  
com m ents are sum m ar ized as follow s: 

lntcm al Controls 

Finding: The loan agreements utilized in the Corporation's two loan programs (Intermediary 
Rclending Program and Rural Business Enterprise Grant Program) require that each borrower and 
the Corporation m eet certain financial an d non-finan cial covenants. It was Doted during the audit 
that in som e instances procedur es had not be en perform ed by the Corp oration to ascertain whether 
these financial and non-financial covenan ts were m et. 



J'o th e Senior M anagem ent and 
]'he Board of Directors of 
M acon Ridge Econom ic Developnlent Region, lnc 
M ay 7, 1999 
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Recom m endation: M anagem ent of the Corporation should assign to an employee of th e 
Corporation th e responsibility of m onitoring each borrower's compliance with the finan cial and 
non-financial co venants of th e borrower's respective loan agreem ent. Furtherm ore, th e Corporation 
should develop a program for th e continual m onitoring of bo th th e bo rrower's co mplian ce an d the 
Corporation's com pliance with th e loan co venan ts. Also, the Corp oration should m aintain 
adequate docum entation of each bo rrower's co m pliance or lack or co mplian ce wi th th e loan 
co venants. Specific exam ples of these findings follow. 

Loan  Progr am  Covenan ts - Insuran ce  Policies 

The Corporation's loan agreem ents contain a covenant which requires the borrower to carry 
prope rty an d life insur an ce for the life of th e loan . However, th ere are instan ces in which the proof 
of insurance  in the file is outdated. The Corp oration should have a system in place  to Irack all 
insuran ce renewal dates an d obtain copies of updated policies for th e file on a timely bas is. 

Loan  Program  Covenan ts - Finan cial Statem ents 

Th e Corporation's loan  agreem ents contain a co venan t whi ch requires th e borrower to subm it 
finan cial statem ents on an  an nual bas is. However, the Corporation should consider m odifying this 
co venan t to req uire the subm ission of a copy of a tax retum  prepar ed by a tax professional annually. 
Since  the Corporation's loan  recipients are generally sm all businesses which do not keep records in 
finan cial statem ent form , it is unlikely th at they will produce statem ents an nually. All loan  
recipients, regardless of their accounting system , should file tax returns an nually, an d properly 
prepared  tax return s should provide th e Corporation wi th  th e relevan t finan cial inform ation it needs 
to as ce rtain the bo rrower's complian ce wi th applicable finan cial co venants, as well as  th e 
bo rrower's financial stability. 



To the Senior M anagem ent and 
The Board of Directors of 
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l.oan Program  Covenants - Interm ediary Relending Program Enterprise Com m unity Ratio 

The Corporation is required lend 60%  of funds within the Enterp rise Comm unity for Interm ediary 
Relending Program loans. AccordIng to the USDA, th is ratio is in effect both for the original 
$2,000,000 loan and any revolved funds which are re-lent. ]'here is some question am ong 
m anagem ent regarding th e determ ination of this ratio for the revolved funds. The Corporation 
should keep separate records of revolved am ounts lent haside or outside of th e Enterp rise  
Comm un ity to verify that th ey do not lend more than  the allowable 40%  outside of the Enterprise 
Community. According to Judy M ec he of USDA, if the original funds are separated  60/40, and the 
Corporation keeps an  accurate accoun t of th e revolved funds generated from EC/Non-EC loans, the 
Corporation could basically operate two "separate" loan  pools. M an agem ent should carefully 
m onitor the loan  funds to ensure that th ey are always in complian ce with th is 60/40 ratio. 

Other N on-Findin~ Com m ents 

Loan Progr am  -- Loan Lo sses 

The Corp oration keeps a provision for loan  losses of 2%  of all loan s, an d an  additional am ount 
estim ated  by m anagement for loan s which th ey feel are doubtful due to th e finan cial situation of the 
recipient. ]'he additional provision is bas ed on several factors, including th e determ ination by 
m anagem ent of the worth of th e loan 's collateral. Due to th e uncertain nature of th is estinaate, the 
Corporation should monitor closely each situation in which a loss is likely to occur an d adjust the 
loan loss provision accordingly. 

W e appreciate th e time an d courtesy extended to us by you an d your  staff  during th e course of the 
audit an d ask th at you contact us at any tim e if you have any questions concern ing the above 
com m ents and recom m endations. 

Respectfully, 

M ARTIN , HARRISON &  SM ALLW OOD , L.L.P 

Certified Public Accountant 

M M M/jkc 



 

M ACON R IDGE ECONOM IC 

D EVELOPM ENT R EGION, INC 
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CO RRECTIVE ACTIO N PLAN 

D EC EM BER 31, 1998 

U N ITED STATES DEPA RTM EN T OF AGRICULTURE 

M acon Ridge Econom ic Development Region, Inc. respectfully subm its the following corrective 
action plan for the year ended Decem ber 31, 1998. 

Neune and Address of independent public accounting firm 
L.L.P. 

M artin, Harrison & Sm allwood 

Audit Period: D_ ecember 3J, 199g 

The findings from  the D ecem ber 31, 1998 M anagem ent Lelter ar e discussed below . The findings 
are num bered consistently w ith the num bers assigned in the letter. Section A of the schedule, 
Sum m ary of A udit Results, does not include findings and is not addressed. 

INTERN Al, CO NTRO LS 

Finding 

Recom mendation: M anagem ent of the Corporation should assign to an  em ployee of the 
Corporation the responsibility of m onitoring each borrow er's com pliance wi th the 
financial and non-financial covenants of the borrower's respective loan agreem ent. 
Furtherm ore, the Corporation should develop a program for the continual m onitoring of 
both the borrower's com pliance and the Corporations's com pliance with the loan  
covenants. A lso, the Corporation should m aintain adequate docum entation of each 
borrower's com pliance or lack of com plian ce wi th  the loan covenan ts. Specific exam ples 
of these findings follow . 
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an Prouram  Covenants - Insurance Politic 

The Corporations's loan agreem ents contain a covenant which requires the borrow er to 
carry property and life insurance for the life to the loan. However, th ere are instances in 
which the proof of the insurance in the file is outdated. The Corporation should have a 
system in place to track all insurance renewal dates and obtain copies of updated policies 
for the file on a tim ely basis. 

Action Taken: W e concur with the auditor's recommendations. Th is problem was caused 
due to a chan ge in pe rsonnel. The person responsible for m onitoring the loan covenan ts 
has started an  assessm ent of the current conditions of th e proof of insur an ce . Gran ts 
M anagem ent System has updated our revolving loan fund softw ar e wi th a program to 
m onitor the insurance. This w ill correct any future problem s w ith insur ance  renewal 
dates so that th e policies m ay be updated on a tim ely basis. 

I.oan r)roeram  Covenan ts - Financial Statem ents 

The Corporation's loan  agreem ents contain a covenan t which requires the borrower to 
subm it financial statem ents on an an nual basis. However, the Corporation should 
consider m odifying th is covenant to require the subm ission of a copy of a tax return 
prepared by a tax professional annually. Since the Corp oration's loan  recipients are 
generally small businesses which do not keep records in financial statem ent form , it is 
unlikely that they wi ll produce  statem ents ann ually. A ll loan  recipients, regardless of 
their accounting system , should file tax return s annually, and properly prepar ed tax 
returns should provide the Corporation w ith the relevant financial inform ation it needs to 
ascertain th e borrower's com plian ce  w ith  applicable finan cial co venants, as  w ell as  th e 
borrower's financial stability. 

Action Taken: W e concur wi th  the auditor's recom m endations. W e wi ll m odify our  loan  
covenant to require the subm ission of a copy of a tax return prepared annually by a tax 
professional. 

The Corporation is required to lend 60%  of funds within the Enterp rise Com munity for 
Interm ediary Relending Program loans. According to the U SDA , this ratio is in effect 
both for the original $2,000,000 loan and any revolved funds which are re-lent. There is 
som e question am ong m an agem ent regarding the determ ination of this ratio for the 
revolved funds. The Corp oration should keep separ ate records of revolved am ounts lent 
inside or outside of the Enterp rise Com m un ity to verify that they do not lend m ore th an  
the allowable 40%  outside of the Enterp rise Com m unity. According to Judy M eche of 
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USDA , if the original funds are separated 60/40, and the Corporation keeps an accuratc 
account of the revolved funds generated from EC/N on-EC loans, the Corporation could 
basically operate two "separate" loan pools. M anagem ent should carefully m onitor the 
loan funds to ensure that they are always in com pliance with this 60/40 ratio. 

Action Taken: W e still have questions concerning the 60/40 ratio for revolved funds 
which are relent. U SDA originally responded that the 60/40 ratio applied to the revolved 
fu nds; when we went to a higher level of com m and, we were told that this ratio did not 
apply. Due to th e m ixed signals USDA has given us, we have requested a form al ruling 
on this m atter. W e w ill adhere to the 60/40 ratio for revolved funds until th is m atter has 
been resolved . 

O ther Non-Finding Com m ents: 

Loan Program  - Loan  Losses 

The Corporation keeps a provision for loan  losses of 2%  of all loan s, an d an additional 
am ount estim ated by m anagem ent for loans which they feel axe doubtfu l due to the 
finan cial situation of the recipient. The additional provision is based on several factors, 
including the determ ination by m anagem ent of the worth of the loan's collateral. Due to 
the uncertain nature of this estim ate, the Corporation should m onitor closely each 

situation in which a loss is likely to occur and adjust the loan loss provision accordingly. 

Action Take n: W e concur with the auditor's rec om m endations. W e will closely m onitor 
each loan  situation in which a loss is likely to occur and adjust the loan loss provision 
accordingly. 

If the Legislative Auditor's Offi ce has  questions regarding these plans, please call Robin N 

Charpentier at (318)757-3033. 

Sincerely 

Lloyd S. Spillers, Jr. tf 

President/CEO 



 

M ACON R IDGE ECONOM IC 

D EVEI.OPM ENT R EGION, INC 
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M ACO N RIDG E ECO NO M IC DEV ELO PM ENT REG IO N , IN C. 
SUM M ARY SCH EDULE O F PRIO R AUDIT FINDING S 

YEA R ENDED DECEM BER 31, 1998 

UN ITED STATES DEPARTM EN T OF AGRICU LTURE 

1997 - REPORTABLE COND ITION S, 97-1 : Loans Receivable 

Condition: M anagem ent has prescribed policies and procedures in place for m onitoring 
delinquent loan s. Such policies and procedures require that loans in default for m ore than 
ninety days be given to an attorney for collection. If the attorney is unab3e to collect on a 
delinquent loan , tbe n th e attorney is to begin foreclosure proceedings. At Decem ber 31, 
1991, several loans which had been in default for m ore than ninety days had not been 
given to an attorney for collection. 

Corrective action was  taken 

1997 - FINDINGS AND QUESTIONED COSTS, 97-2 : Enterprise Community - CFDA 10.772 

Condition: Federal funds were provided to a subrecipient for a tourism project that did 
not m eet the established criteria of the Enterprise Com m unity Strategic Plan . 

Corrective action was taken. Pleas e see attached m em orandum to Austin Corm ier from 
G . Richard W etherill an d letter dated Septem ber 30, 1998. 



M .J."MIKE"FOSTER, JR. 
GOVERNOR 

September 30, 1998 

Stale of Louisiana 
Departm ent of Social Services 
OFFICE OF COMMUNITY SERVICES 

333 LAUREL STREET 
P O. BOX 3318 - PHONE - 504/342-2297 

BATON ROUGE, LOUISIANA 70821 

M r. L. S. "Buddy" Spillers, Executive Director 
M acon Ridge Econom ics Developm ent Region, Inc 
P. O . Box 746 
Ferriday, Louisiana 71334 

D ear M r. Spillers: 

Re: Audit Review of FYE 12/31/97 

MADLYN B. BAGNERIS 
SECRE'IARY 

W e have received and reviewed the corrective action m aterial which was subm itted to address 
the findings and correct the deficiencies noted in the above referenced m onitoring review . 

Based on the information subm itted, all deficiencies are hereby determ ined cleared and the 
report has been closed. 

If additional inform ation is needed, please contact Reed A. Preston at (504) 342-2494 

Sincerely, 

Brenda F. G rogan, Adm inistrator 
Energy Assistance Section 

BFG :rp 

cc: M ary Clary, Program M anager 
Joe Green, A udit Supervisor-Om & F 

AN EQUAL OPPORTUNITY EM PLOYER" 



M EM O RAD L~ I TO AUSTLN CORM IER, STATE DIRECTOR, LOUISL4JNA 

FR O M : G. Richard W ethe~ l ,/ 
Direczor .~ J " 
Em powe,-'m em Program Division 
Office of Com munity. Developm ent 

SUBJECT: M acon Ridge EC Benchmark AddiTJOns 

ATTENTION: Danny J. Creel 

This is in response to you~ tcae~ of December 1, 1997 regarding additional bendxrnarks 
that ,M acon Ridge has rr, quested be added to their Stwatcgic Plan. These ca tegories to 
include tourism  development and venture capita/. 

W e concur with your review and approval of r.h/s request as the bene.hraarks are 

consist~'c "~itb the approved sti'm~ c plan mad the community residents were involved in 
the approval of these benchm arks additions. 


