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DANI[ L G. KYLE, PII.D., CPA, CFE 
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ndependent Auditor's Report 
on the Financial Statem ents 

LO UISIANA AG RICULTURAL FINANCE AUTHO RITY 
DEPARTM ENT O F AG RICULTURE AND FO RESTRY 
STATE O F LO UISIANA 
Baton Rouge, Louisiana 

1600 NORTII 3 IIIRI) $7 RI!IIT 
POST OFFICE BOX 04397 

TELEPHONE: (225)339-3800 
FACSIMILE: (225) 339-3870 

W e have audited the accompanying special purpose (legal basis) financial statements of the 
Louisiana Agricultural Finance Authority, a com ponent unit of the State of Louisiana, as of and 
for the year ended ,June 30, 2000, as listed in the table of contents. These financial statem ents 
are the responsibility of m anagem ent of the Louisiana Agricultural Finance Authority. Our 
responsibility is to express an opinion on these financial statem ents based on our audit. 

W e conducted our audit in accordance with generally accepted auditing standards and the 
standards applicable to financial audits contained in Governm ent Auditing Standards, issued by 
the Com ptroller General of the United States. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statem ents are 
free of m aterial m isstatem ent. An 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 anagement, as 
well as evahJating the overall financial statem ent presentation. W e believe that our audit 
provides a re~sonable basis for our opinion. 

As described in note A to the financial statem ents, the accom panying special purpose financial 
statem ents puesent only the funds of the Louisiana Agricultural Finance Authority. As such, they 
present the Proprietary Fund Type - Enterprise Fund that is part of the accounts and fund 
structure of the State of Louisiana. Furtherm ore, the special purpose financial statem ents, 
including the accom panying notes to the financial statem ents, have been prepared on a legal 
basis of accounting, the purpose of which is to reflect com pliance with state laws and 
regulations. These purposes differ from generally accepted accounting principles as described 
in the notes to the financial statem ents. Accordingly, the accom panying special purpose 
financial statem ents are not intended to and do not present financial position and results of 
operations in conform ity with generally accepted accounting principles. 

In our opinion, the accom panying special purpose financial statem ents present fairly, in all 
m aterial respe(:ts, the financial position of the Louisiana Agricultural Finance Authority at 
June 30, 2000, and the results of its operations and its cash flows for the year then ended, on 
the basis of accounting described in note A. 



LEGISLATIVE AUDITOR 

LO UISIANA AG RICULTURAL FINANCE AUTHORITY 
DEPARTM ENT O F AG RICULTURE AND FORESTRY 
STATE O F LO UISIANA 
Audit Report, June 30, 2000 

In accordance with Governm ent Auditing Standards, we have also issued a report dated 
Decem ber 5, 2000, on our consideration of the Louisiana Agricultural Finance Authority's 
internal control ever financial reporting and on our tests of its com pliance with certain provisions 
of laws and regulations. That report is an integral part of an audit perform ed in accordance with 
Government Auditing Standards and should be read in conjunction with this report in 
considering the results of our audit. 

O ur audit was m ade for the purpose of form ing an opinion on the accom panying special 
purpose financial statem ents of the Louisiana Agricultural Finance Authority taken as a whole. 
The accom panying supplem ental inform ation schedule is presented for the purpose of 
additional analysis and has been subjected to the auditing procedures applied in the audit of the 
financial statem ents and, in our opinion, is stated fairly in all m aterial respects in relation to the 
special purpose financial statem ents taken as a whole. 

This report is intended solely for the inform ation and use of the authority and its m anagem ent 
and is not intended to be and should not be used by anyone other than these specified parties. 
Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a 
public docum ent. 

CCB:DLH:DSP:d 

ILAFA] 

Legislative Auditor 



LOUISIANA AGRICULTURA L FINANCE AUTHO RITY 
DEPARTM ENT OF AGRICULTURE AND FORESTRY 
STATE O F LO UISIANA 
PRO PRIETARY FUND - ENTERPRISE FUND 

Balance Sheet (Legal Basis), June 30, 2000 

ASSETS 
Cash (note C) 
Receivables (net) (note D) 
Due from primary government (note Y) 
Inventories 
Other assets 
Property, plant, and equipment (net where appffcable) (note F) 

TOTALASSETS 

LIABILITIES AND EQUITY 
Liabilities: 

Accounts payable and accruals (note I) 
Due to primary government (note Y) 
Deferred revenues 
Notes payable (note N) 
Bonds payable (note N) 
Other liabilities - obligations under capital leases 
Total Liabilities 

Equity: 
Contributed capital (note U) 
Retained earnings: 
Reserved (note V) 
Unreserv ed 
Total retained earnings 
Total Equity 

TOTAL LIABILITIES AND EQUITY 

The accom panying notes are an integral part of this financial statem ent. 
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Statem ent A 

$1,510,371 
255,294 

14,310,641 
74,725 

3,696,784 
34.170,825 

$54,018,640 

$779,972 
4,009,083 
3,677,730 
10,000,000 
3,360,000 
630.728 

22.457.513 

24.478.573 

1,269,630 
5.812.924 
7.082.554 
31.561,127 

$54,018,640 



LO UISIANA AG RICULTURAL FINANCE AUTHO RITY 
DEPARTM ENT O F AG RICULTURE AND FO RESTRY 
STATE O F LO UISIANA 
PRO PRIETARY FUND - ENTERPRISE FUND 

Statem ent of Revenues, Expenses, and 
Changes in Retained Earnings (Legal Basis) 
For the Year Ended June 30, 2000 

Revenues - use of m oney and property 

Operating expenses: 
Contractual services 
O perating serv ices 
Supplies 
Professiona~ services 
Depreciation expense 
Total operating expenses 

Operating income (loss) 

Nonoperating revenues (expenses): 
Loss on disposal of equipm ent 
Amortization of bond issuance costs (note N) 
Interest incom e 
Am ortization of interest from capital leases 
Interest expense 
Total nonoperating revenues (expenses) 

Income (loss) before operating transfers 
Operating transfers in - primary government (note X) 
Operating transfers out - primary government (note X) 

Net income (loss) 

RETAINED EARNINGS AT BEG INNING O F YEAR 

RETAINED EARNINGS AT END O F YEAR 

The accom panying notes are an integral part of this financial statem ent. 
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Statem ent B 

$1,998,071 

2,673,062 
436,259 
659,889 
435,681 

1,285,136 
5.490.027 

(11,750) 
(7,248) 

228,821 
167,171 

__  (358,079) 
18,915 

(3,473,041) 
20,144,483 

~.14,004,483) 

2,666,959 

4.415.595 



LO UISIANA AG RICULTURAL FINANCE AUTHORITY 
DEPARTM ENT O F AG RICULTURE AND FO RESTRY 
STATE O F LO UISIANA 
PRO PRIETA RY FUND - ENTERPRISE FUND 

Statement of Cash Flows (Legal Basis) 
For the Year Ended June 30, 2000 

Cash flows from operating activities: 
Cash receiw .~d from custom ers 
Cash paym ents to suppliers for goods and services 
Net cash provided (used) for operating activities 

Cash flows noncapital financing activities: 
Proceeds from issuance of notes payable 
Repaym ent of notes payable 
Paym ents on-behalf of others 
Reim bursem ents of paym ents on-behalf of others 
M iscellaneous receipts/disbursem ents - loan 
to prim ary governm ent 
Operating transfers in - prim ary governm ent 
Net cash provided for noncapital financing activities 

Cash flows from capital and related financing activities 
Principal paid on bonds 
Interest paid on bond m aturities 
Proceeds from capital leases receivable 
Transfers in 
Acquisition/construction of capital assets 
Proceeds from sale of capital assets 
Capital contributions 
Net cash provided (used) for capital 
and related financing activities 

Cash flows from investing activities - 
interest and dividends earned on investm ent securities 

Net increase (decrease) in cash and cash equivalents 

Cash and cash equivalents at beginning of year 

Cash and cash equivalents at end of year 

(Continued) 

The accom panying notes are an integral part of this statem ent. 
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$1,900,221 
(3,898,04_~_)_ 

18,000,000 

(8,000,000) 
(43,898) 
84.685 

(10,000,000) 
2.300.000 

(640,000) 
(180,400) 
730,200 

3,075,768 

(8,017,401) 
3,571 

3.712.493 

Statem ent C 

($1,997,820) 

2.340.787 

(1,315,769) 

228.821 

(743,981) 

2,254,352 

$1,510,371 



LO UISIANA AG RICULTURAL FINANCE AUTHORITY 
DEPARTM ENT O F AG RICULTURE AND FO RESTRY 
STATE O F LO UISIANA 
PRO PRIETARY FUND - ENTERPRISE FUND 
Statem ent of Cash Flow s, June 30, 2000 

Reconciliation of Operating Income (loss) to 
Net Cash Provided (Used) for Operating Activities 
Operating income (loss) 
Adjustments to reconcile operating loss to 
net cash provided by operating activities: 
Depreciation 
Changes in assets and liabilities: 

(Increase) in accounts receivable 
(Increase) in due from primary government 
Decrease in inventories 
Decrease in accounts payable 
Increase in due to prim ary governm ent 
Increase in other liabilities 

Net cash provided (used) for operating activities 

Schedule of Noncash Investing, Capital and Financing Activities 
Borrowing under capital lease 
Contributions of fixed assets 
Purchase of equipm ent on account 
Disposal of fixed assets 

(Concluded) 

Statem ent C 

($3,491,956) 

$1,285,136 

(80,293) 
(2,371 ) 
(58,160) 
146,591 
4,600 

198.633 1.494.136 

$812,542 
7,157,010 
613,909 
69.806 

The accom panying notes are an integral part of this financial statem ent 
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NTRO DUCTIO N 

LO UISIANA AG RICULTURAL FINANCE AUTHO RITY 
DEPARTM ENT O F AG RICULTURE AND FORESTRY 

STATE O F LO UISIA NA 

Notes to the Financial Statem ents 
As of and for the Year Ended June 30. 2000 

The Louisiana Agricultural Finance Authority (authority) is a component unit of the State of 
Louisiana created under the provisions of Louisiana Revised Statutes (R.S.) 3:261-284, within 
the Departm ent of Agriculture and Forestry, State of Louisiana, and is dom iciled in East Baton 
Rouge Parish. The authority consists of five m em bers, one of whom is the com m issioner of the 
Departm ent of Agriculture arid Forestry and four m em bers appointed by the governor. The 
members may receive a per diem not to exceed $40 per meeting, plus mileage expenses. The 
authority has no em ployees. Em ployees of the Departm ent of Agriculture and Forestry perform 
the adm inistrative and accounting functions of the authority. 

The authority was established to issue bonds to provide financing for agricultural loans, through 
the purchase or guarantee of existing loans or negotiation of new loans, and to supervise and 
use public em ployees, equipm ent and m aterial in carrying out public work. The bonds are 
lim ited special obligations of the Louisiana Agricultural Finance Authority and do not constitute a 
general, special, or m oral obligation of the State of Louisiana. In addition, the authority can 
issue revenue bonds for the purpose of acquiring, constructing, renovating, and equipping an 
office building and connected related facilities for use by the Departm ent of Agriculture and 
Forestry in co nnection with the prom otion and assistance of agriculture and forestry within the 
state. The revenue bonds are lim ited obligations of the Louisiana Agricultural Finance Authority 
and do not constitule a debt of the State of I..ouisiana. Upon term ination of the authority by law, 
R.S. 3:283 requires that all rights, m oney, assets, and revenues in excess of obligations be 
deposited in the state General Fund. 

A. SUM MARY O F SIG NIFICANT ACCO UNTING POLICIES 

1. Basis of Presentation 

In April of 1984, the Financial Accounting Foundation established the Governm ental 

Accounting Standards Board (GASB) to promulgate generally accepted accounting 
principles and reporting standards with respect to activities and transactions of state and 
loca l governm ent entities. The GASB issued a Codification of Governm ental Accounting 
and Financial Reporting Standards in Novem ber 1984, with a subsequent update in 
June 1999. The codifica tion and subsequent GASB pronouncem ents are recognized as 
generally accepted accounting principles for state and loca l governm ents. However, the 
acco m panying financial statem ents have been prepared on a legal basis, which differs 
from generally accepted accounting principles in that note disclosures are not presented 
in the form at and detail required t)y GASB Sections 2200.10 and 2300.106. This 
reporting form at is required by the Division of Adm inistration, Office of Statewide 
Reporting and Accounting Policy. 



LO UISIANA AG RICULTURAL FINANCE AUTHO RITY 
DEPARTM ENT O F AG RICULTURE AND FO RESTRY 
STATE O F LO UISIANA 
Notes to the Financial Statements (Continued) 

2. Reporting Entity 

The authority prepares its financial statem ents in accordance with standards established 
by the GASB. Codification Section 2100 establishes criteria for determ ining the 
governm ental reporting entity and has defined the governm ental reporting entity to be 
the State of Louisiana. The accom panying financial statem ents present only 
transactions of the Louisiana Agricultural Finance Authority, a com ponent unit of the 
State of Louisiana. Annually the State of Louisiana, through the Louisiana Division of 
Adm inistration, Office of Statewide Reporting and Accounting Policy, issues both 
com prehensive and general purpose financial statem ents, which include the activity 
contained in the accom panying financial statem ent as an enterprise fund. The 
com prehensive annual financial report is audited by the Louisiana Legislative Auditor. 

3. Fund Accounting 

The accounts of the authority are organized and operated on a fund basis, each of which 
is considered a separate accounting entity. The operations of each fund are accounted 
for with a separate set of self-balancing accounts that com prise its assets, liabilities, 
equity, revenues, and expenses. 

4. Basis of Accounting 

Basis of accounting refers to when revenues and expenses are recognized in the 
accounts and reported in the financial statem ent. Basis of accounting relates to the 
tim ing of the m easurem ents m ade, regardless of the m easurem ent focus applied. The 
accounts of the authority are m aintained on the accrual basis of accounting. Revenues 
are recognized in the accounting period in w hich they are earned and expenses are 
recognized in the period in which they are incurred. Am ounts received from the prim ary 
government for ca pital outlay projects are recognized as transfers in the period received; 
transfers from the prim ary governm ent for other purposes are recognized as earned 
when the related expenses are incurred. 

5. Estim ates 

The preparation of financial statem ents in conform ity with generally accepted accounting 
principles requires m anagem ent to m ake estim ates and assum ptions that affect certain 
reported am ounts and disclosures. Accordingly, actual results could differ from those 
estim ates. 

B. BUDG ETARY PRACTICES 

The Louisiana Agricultural Finance Authority does not have a budget. 



LO UISIANA AG RICULTURAL FINANCE AUTHO RITY 
DEPARTM ENT OF AGRICULTURE AND FO RESTRY 
STATE OF LO UISIANA 
Notes to the Financial Statements (Continued) 

C DEPOSITS W ITH FINANCIAL INSTITUTIO NS 
A ND INVESTM ENTS 

Deposits W ith Financial Institutions 

For reporting purposes, deposits with financial institutions include savings, demand 
deposits, tim e deposits, and certificates of deposit. Under state law , the authority m ay 
deposit funds within a fiscal agent bank selected and designated by the Interim 
Em ergency 13oard. Furtherm ore, the authority m ay invest in tim e certificates of deposit 
of state banks organized under the laws of Louisiana, national banks having their 
principal offices in the State of Louisiana, in savings accounts or shares of savings and 
loan associations and savings banks and in share accounts and share certifica te 
accounts of federally or state chartered credit unions. 

For the purpose of the Statem ent of Cash Flows, all highly liquid investm ents are 
considered to be cash equivalents. 

Deposits in bank accounts are stated at cost, which approxim ates m arket. Under state 
law, these deposits m ust be secured by federal deposit insurance or the pledge of 
securities owned by the fiscal agent bank. The m arket value of the pledged securities 
plus the federal deposit insurance m ust at all tim es equal the am ount on deposit with the 
fisca l agent. These pledged securities are held by the authority's agent in the authority's 
nam e. The deposits at June 30, 2000, were secured as follows: 

Deposits in Bank Accounts 

Cash 

Deposiis in Bank Accounts per 
Balance Sheet $1,510,121 

Bank Balances - 
a. Insured (FD]C) or collateralized 

with securities held by the entity 
or its agent in the entity's name $1,542,889 

10 

Certificates 
of Deposit 

NONE 

NONE 

Other Total 

NONE! 

NONE! 

$1,510,121 



LO UISIANA AG RICULTURAL FINANCE AUTHO RITY 
DEPARTM ENT O F AG RICULTURE AND FO RESTRY 
STATE O F LO UISIANA 
Notes to the Financial Statements (Continued) 

The fl)llowing is a breakdown by banking institution, program , and am ount of the 
balances shown above: 

_Ban ikin~l Institution 

Hibernia National Bank 

Program 

All programs 

Amount 

$1,542,889 

During the fiscal year there were four instances in which collected bank balances 
exceeded the pledged securities. Uncollateralized amounts ranged from $223,900 to 
$9,336,653. However, in each instance, these amounts were uncollateralized for less 
than five days. 

There was no cash in the State Treasury or petty cash at June 30, 2000. However, 
there is a deposit of $250 held by a utility com pany at June 30, 2000, that is considered 
a cash equivalent. 

2. Investm ents 

There are no investm ents at June 30, 2000 

D. RECEIVABLES 

At June 30, 2000, the authority has net receivable balances totaling $255,294 as follows 

C lass of Receivable 

Rental incom e 

Refunds and reim bursem ents 

Total Receivables. Net 

E. NOT USED 

F. FIXED ASSI"TS 

Total 
Receivables 

$221,148 
34.146 

$255,294 

The fixed assets are included on the balance sheet of the authority and are 
valued at $34,170,825. Depreciation of all exhaustible fixed assets of the 
authority is charged as an expense against operations. Depreciation for financial 
repoding purposes is com puted by the straight-line m ethod. All fixed assets are 
valued at historical cost except for donated fixed assets, which are recorded at 
their estim ated value at the tim e of donation. 

11 



LO UISIANA AG RICULTURAL FINANCE AUTHO RITY 
DEPARTM ENT O F AG RICULTURE AND FORESTRY 
STATE O F LO UISIANA 
Notes to the Financial Statements (Continued) 

Tile authority does not have a policy for capitalization of interest costs in fixed 
assets. 

A sum m ary of changes in fixed assets is as follows 

Land 
Building..; and im provem ents 
Equipment 
Constru ctiorl-in-progress 
Less - accum ulated 
depreciation 

TO~ 

Useful 
Life 

Beginning 
BaLance 

r  
July 1, 1999 

$3,946,670 
40 years 10,977,183 

5 or 10 years 5,372,280 
2,997,516 

Additions 

$2,518,911 
7,726,452 
1,556,184 
7.149.165 

Ending 
Balance 

Deletions June 30. 2000 

($241,705 
(1,479,890 

54.485 

$6,465,581 
18,703,635 
6,686,759 
7.766.791 

4. Inform ation relating to construction-in-progress is as follows 

Proiec_! 

Ham m ond 

Haughton 
Lacassine 
Lake Charles 
M onroe 
Oakdale 
W oodworth 

Tota 

G . INVENTO RI|:S 

Estim ated 
Costs to Com pletion 
Date Date 

$724,398 
993,846 

2,183,270 
477,530 

2,627,172 
48,964 
711.611 

$7,766,791 

01/31/01 
01/31/01 
01/31/01 
08/09/00 
01/31/01 
12/31/00 
12/31/00 

Estim ated 
Cost to 

Complete 

$60,000 
81,000 

1.000.000 

149,500 
4,000 
2.000 

$1,296,500 

Inventories of janitorial supplies and bulk fuel are valued at cost, which approximates market, 
and are expensed when used. The Louisiana Agricultural Finance Authority uses a periodic 

inventory system for janitorial supplies and a perpetual inventory system for bulk fuel. Inventory 
is valued using tile first-in, first-out (FIFO) method. 

H. NOT USF:D 

12 



LO UISIANA AG RICU LTURAL FINANCE AUTHO RITY 
DEPARTM ENT O F AG RICULTURE AND FO RESTRY 
STATE O F LO UISIANA 
Notes to the Financial Statements (Continued) 

I. PAYABLES 

At June 30, 2000, the authority has payables totaling $779,972 as follows 

Class of Pa_ y_able 

Accounts payable 
Accrued interest on bonds payable 
Accrued interest on notes payable 

Total payables 

J. LEAVE 

The authority has no em ployees 

K. RETIREM ENT SYSTEM 

The authority has no em ployees 

L PO STRETIREM ENT HEALTH CARE'. 
AND LIFE INSURANCE BENEFITS 

The authority has no em ployees 

M . LEASES 

Capital Leases 

Am ount 

$519,610 
69,454 
190.908 

$779,972 

Capital leases are recognized in the accom panying financial statem ents. -Ihe amounts 
to be accrued for capital leases and the disclosures required for capital and operating 
leases by the National Council on Governm ental Accounting Statement No. 5, as 
adopted by the Governm ental Accounting Standards Board, and FASB 13 are reported 
on the following schedules: 

Nature of 

_ Leas_e 

Remaining 
Last Interest to 

Date of Paym ent End of 
Lease Date Lease 

Remaining 
Principal to F ued That 
End of Pays the 
Lease Lease 

Equipment 12116/99 12/16/03 $96,529 $630,728 Not Applicable 

13 



LO UISIANA AG RICULTURAL FINANCE A UTHO RITY 
DEPARTM ENT O F AG RICULTURE AND FO RESTRY 
STATE O F LO UISIANA 
Notes to the Financial Statements (Continued) 

The following is a schedule by years of future m inim um lease paym ents under capital 
leases, together with the present value of the net m inim um lease paym ents as of 
June 30. 2000: 

Year 

2001 
2002 

2003 
2004 

Total m inim um lease paym ents 
Less - am ounts representing executory costs 
Net m inim um lease paym ents 
Less - am ounts representing interest 

$181,815 
181,{}14 
181,814 

181 ,{314 
727,257 
NO NE 

727,257 

(96,529) 

Present value of net minimum lease payments $630,728 

2. O perating Leases 

The total paym ents for operating leases during the fiscal year 1999-2000 am ounted to 
$600. A schedule of payments for operating leases follows: 

Nature of 
Operating Lease 

Land 

3. 

2000-2001 2001-2002 2002-2003 2003-2004 2004-2005 Thereafter 

$1,200 

Revenue Leases 

$1,200 

Lessor - Direct Financing Leases 

$1,200 $1.200 $1,200 $4.800 

A lease is classified as a direct financing lease (1) when any one of the four 
capitalization criteria used to define a capital lease for the lessee is met and (2) when 
both tile following criteria are satisfied: 

Collectibility of the m inim um lease paym ents is reasonably predictable 

No im portant uncertainties surround the am ount of unreim bursable costs 
yet to be incurred by the lessor under the lease 

O n Decem ber 1, 1998, the authority entered into a lease agreem ent with the Departm ent 
of Agriculture and Forestry for the acquisition, construction, and equipping of office 
buildings in Ham m ond, Jonesville, Monroe, Oak Grove, Shreveport-M inden, W innsboro, 
and W oodworth that were acquired by the authority as a result of the issuance of 

14 



LO UISIANA AG RICULTURAL FINANCE AUTHORITY 
DEPARTM ENT O F AG RICULTURE AND FO RESTRY 
STATE O F LO UISIANA 
Notes to the Financial Statements (Continued) 

revenue bonds. Under the term s of the agreement, the Departm ent of Agriculture and 
Forestry will take possession as lessee of the office buildings upon com pletion. The 
term of the lease agreem ent is from Decem ber 1, 1998, to January 15, 2004, or such 
earlier time as the bonds have been paid or provision for their paym ent has been m ade 
in accordance with the agreem ent. The authority records that portion of capital lease 
receiw~bles attributable to future years as deferred revenues. 

Nature of Lease 

Buildings 
Less - am ounts representing 

executory costs 
M inim um lease paym ents 
receivable 
Less - allowance for 
ur~collectibles 
Net m inim um lease 
paym ents receivable 
Estim ated residual value 
of leased property 
Subtotal 

Less - unearned incom e 

Net investm ent in 
direct financing 
leases 

M inim um 
Lease 

Date of Paym ents 
Lease Receivable 

Rem aining 
Interest to 
End of 
Lease 

Rem aining 
Principal to 
End of 
Lease 

12101/98 $3,671,416 $311,416 $336,000 

NO NE 

3,671,416 

NO NE 

3.671.416 

NO NE 
3,671,416 

.._(3,677,730) 

M inim um lease paym ents do not include contingent rentals that m ay be received as 
stipulated in the lease contracts. Contingent rental paym ents occur if, for exam ple, the 
use of the building exceeds a certain level of activity each year. The authority had no 
contingent rentals for fiscal year ended June 30, 2000. 
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The following is a schedule by year of m inim um lease receivables for the five 
succeeding fiscal years as of June 30, 2000: 

Year 

2001 
2002 
2003 
2004 
2005 

Tota 

4. Lessor - Operating Leases 

M inim um 
Lease 

Receivable 

$860,768 
936,133 
939,150 
935,365 
NO NE 

$3,671.416 

W hen a lease agreement does not satisfy at least one of the four criteria (common to 
both lessee and lessor accounting) and both of the criteria for a lessor (collectibility and 
no uncertain reimbursable costs), the lease is classified as an operating lease. In an 
operating lease, there is no sim ulated sale and the lessor sim ply records rent revenues 
as they becom e due. 

The following property is on lease or held for leasing as of June 30, 2000 

Buildings 
Less - accum ulated depreciation 

Total carrying am ount of property 

$8,139.862 
(2,177,085) 

$5,962.777 

The following is a schedule by years of m inim um future rentals on noncancellable 
operating lease(s) as of June 30, 2000: 

Comj;~osition of Lease 2000-2001 2001-2002 2002-2003 2003-2004 Thereafter 

Buildings - minimum 
futuro rentals $1,542.760 $1.445,760 $1,133,760 NONE 

No contingent rentals were received from operating leases for the fiscal year ended June 30 
2000. 
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N. G ENERAL. LO NG-TERM O BLIGATIO NS 

The following is a sum m ary of the long-term obligation transactions at June 30, 2000 

Long-term obligations payable at June 30, 1999 
Additions 
Retirem ents 

Long-term obligations payable at June 30, 2000 

$4,000,000 
NO NE 

(640,000) 

The notes payable of $10,000,000 shown on Statement A is a short-term bank loan at June 30 
2000. 

According to the AICPA Audit and Accounting Guide for State and Local Governm e.ntal Units of 
1986, "som e authorities are created solely to lower the cost of borrowing for private sector 
entities . . . the debt . . . should norm ally not be recorded in the financial statements of the 
governm ent unless the governm ent authority or other com ponent unit of the governm ent has 
responsibility for repaym ent in the event of default." 

Debt issued by the authority for which the authority and the governm ent have no responsibility 
for repaym ent is not recorded in the accom panying financial statem ent and is com prised of the 
follow ing issues: 

Issued 1or 

Agricultural Loan Program 

Louisiana Pacific Corporation 

Balance at June 30. 2000 

nterest Date Maturity Authorized 
Rates Issued Dates and Issued Retired 

unknown 
unknown 
unknown 
8.25% 
8.80% 

vaNous 
various 
va~ous 
various 
various 

5.20% 1999A various 
4,62% 1999B various 

$7,697,961 
6,496,669 
14,452,629 
150,OOO,OOO 
150,000.000 

5,610,000 
3,080.000 

$7,359,976 
6,114,591 
14,419,248 
103,377,515 
101,266,633 

90,000 
50,000 

$337,347,259 $232,697,963 

$337,985 
382,078 
43.381 

46,622,485 
48.713,367 

5,520,000 
3.030.000 

$104,649,296 

Debt issued by the authority for which the authority and/or the government have responsibility 
for repaym ent in the event of default is recorded in the financial statem ents and is com prised of 
the following issue: 
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Issued for 
Interest Date 
Rates Issued 

Maturity Authorized 
[)ate and Issued Retired 

Bud ng projects 4.51% 12/01/1998 01/15/2004 $
_ .
4,000,1)00 

=($641),1)1)1)I $3,361),000 

Debt service requirem ents to m aturity are as follows 

Fiscal.~ areend~  

2001 
2002 
2003 
2004 

Tota 

$785,000 
820,000 
860,000 
895.000 

nterest 

$151,536 
116,133 
79,150 
40.365 

$3,360,000 $387,184 

The following is a sum m ary of bond transactions of the authority for the year ended June 30 
2000, for state governm ent related issues: 

Balance as of June 30, 1999 
Less - debt service paym ents 
in current fiscal year 

Balance as of June 30.2000 

Interest to 

Principal Maturity 

$4,000,000 $567,584 $4,567,584 

(640,000) (1.80,400) (820,400) 

$387,184 $3,747,184 

On December 1, 1998, the authority sold $4,000,000 of Revenue Bonds, Series 1998, to 
construct, furnish, and equip office buildings in Ham m ond, Jonesville, Monroe, Oak Grove, 
Shreveport-M inden, W innsboro, and W oodworth, Louisiana. The bonds bear interest at 4.51%  
and are payable January 15 and July 15 of each year. The revenue bonds are secured by a 
pledge of the pesticide registration fees, the Feed Fund revenues, the Fertilizer" Fund revenues, 
and by future lease rental paym ents from the State of Louisiana as lessee of the 
aforem entioned properties. There are no bond reserve requirem ents per the trust indenture 
because of the pledge of pesticide registration fees, the Feed Fund revenues, and the Fertilizer 
Fund revenues. 

18 



LO UISIANA AG RICULTURAL FINANCE AUTHO RITY 
DEPARTM ENT O F AG RICULTURE AND FORESTRY 
STATE O F LO UISIANA 
Notes to the Financial Statements (Continued) 

Bond Defaults 

The authority is authorized by R.S. 3:266 to issue bonds to provide financing for agricultural 
loans through the purchase or guarantee of existing loans or negotiation on new loans. During 
1986, the authority issued two bond issues (1986A I and 1986A II) totaling $300,000,000 that 
are currently in default. 

Both of the 1986 bond issues were payable solely from the proceeds of two Guaranteed 
Investm ent Contracts with Executive Life Insurance Com pany and from certain agricultural 
loans perm itted under the financing program . The com m issioner of insurance from the state of 
California placed Executive Life Insurance Com pany into conservatorship on April 11, 1991. 
Later, both of the 1986 series bonds defaulted. 

Trustees of the two 1986 series defaulted bonds, referred to as LAFA I and LAFA II, have 
received distributions on behalf of bondholders under a m odified plan of rehabilitation for 
Executive Life Insurance Com pany. During the period April 11, 1991, through Novem ber 8, 
1999, trustees received interim payments, including interest, totaling $143,258,798 and 
$142,981,524 for the LAFA I and LAFA II bonds, respectively. As a result of this modified plan, 
court ordered trust administration costs of $4,526,500 for LAFA I and $4,526,500 for LAFA II 
were incurred and distributions totaling $277,187,321 were made to bondholders on January 20, 
1994; May25, 1994; April 12, 1995; Novem ber 30, 1995; April 24, 1996; May 15, 1997: and 
November 8, 1999. This amount represents principal of $103,377,515 and interest of 
$35,354,783 for LAFA I bondholders and principal of $101,286,633 and interest of $37,168,391 
for LAFA II bondholders. Distributions under the m odified plan of rehabilitation for Executive 
Life Insurance Com pany can continue until the conservator of the distributions declares the 
distributions are com plete or the m odified plan has expired. 

In May 1999, the authority approved the issuance of $8,690,000 in industry revenue bonds for 
the benefit of the Louisiana Pacific Corporation. Of these bonds, $3,080,000 was issued in 
May 1999. The remaining $5,610,000 was issued in July 1999. The total issue is backed by an 
$11,700,000 m ortgage in timber and real estate owned by the Louisiana Pacific Corporation. In 
addition, bondholders are secured by a letter of credit issued by Hibernia National Bank and 
Trust. These bonds are payable in sem iannual installm ents over a period of five years. The 
authority has no obligation for the repayment of this debt in the event of default beyond 
collections that m ay be made through the sale of tim ber and real estate. 

Discounts on bonds and issuance costs are am ortized using the following m ethod 

Unam ortized bond issuance costs include legal fees and rem arketin9 fees associated 
with the $4,000,000 revenue bonds. The original issuance costs were $36,240. These 
costs will be am ortized over the life of the bonds using the straight-line m ethod. The 
balance of unamortized bond issuance costs at June 30, 2000, is $25,368. The bond 
issuance costs amortized in fisca l year 1999-2000 were $7,248. 
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The authority has no advance refunded bonds 

O . LITIGATION 

The authority is not a defendant in litigation seeking dam ages at June 30, 2000. No claim s or 
litigation expenses were incurred during the fiscal year ended June 30, 2000. 

P. RELATED PARTY TRANSACTIO NS 

The authority has no related party transactions at June 30, 2000 

Q . ACCO UNTING CHANG ES 

The authority m ade no accounting changes during the fiscal year ended June 30, 2000 

R. FUND DEFICITS 

The authority did not incur a fund deficit during fisca l year ended June 30, 2000 

S M ATERIAL VIO LATIO NS O F FINANCE- 
RELATED t.EGAL AND CO NTRACTUAL 
PROVISIO NS 

The authority has no m aterial violations of finance-related legal or contractual provisions at 
June 30, 2000, or during the year then ended. 

T. CO M PARA~rlVE DATA 

The authority does not have a different fiscal year-end than the state's 

U. CO NTRIBUTED CAPITAL 

The following presents all transactions that affected contributed ca pital during the fisca l year 
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Balance at June 30, 1999 
Additions: 
Capital outlay program: 
Licensing and Regulatory Boards 
Nurseries Program (ancillary of the department) 
Office of Risk Management - fire dam age reim bursem ent 
Donalions from the Departm ent of Agriculture and Forestry 
Employee labor for construction 
Kodak scanner 
Upgrade lab equipment 
Headquarters Complex (net of accumulated depreciation) 
Land from the Forestry Commission 
Donalions from the U.S. Department of Agriculture 
Deductions 

Balance at June 30. 2000 

V. RETAINED EARNINGS DISCLOSURES 

$13,609,070 

$3,312,000 
350,000 
50.493 3.712.493 

1,078,700 
91,843 
4,100 

5,516,965 
35,402 6,727,010 

430,000 
NONE 

$24,478,573 

The following is a breakdown of reserves. Reservations of retained earnings represent am ounts 
either legally restricted to a specific future use or not available for expenditure. 

Reserved for 

Boll W eevil Fradication Program 
Interm odal Infrastructure Program : 
Planning and construction of a rail interm oda 
system for hauling of sugarcane 
Sugar industry study of infrastructure needs 
Form osan Term ite Program 

Total reserv ations 

W . SUBSEQ UENT EVENTS 

Tota 

$93,420 

1,002,719 
167,264 
6,227 

$1,269,630 

There were no m aterial events affecting the authority that occurred betw een the close of the 
fiscat period and issuance of the financial statem ent. 
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X. O PERA TING TRANSFERS 

During fiscal year ended June 30, 2000, the authority had operating transfers in from the 
prim ary governm ent as follows: 

Source 

Departm ent of Agriculture and Forestry: 
Licensing and Regulatory Boards' contribution 
for debt service 
Contractual serv ices for Form osan Term ite Program 
Repayment of loan for Boll W eevil Eradication Program 
Office of Facility Planning and Control - intermodal 

infrastructure project 

Total Operating Transfers In 

Am ount 

$640,000 
2,500,000 
14.004.483 

3.000.000 

$20,144,483 

The authority had operating transfers out totaling $14,004,483 to the Boll W eevil Eradication 
Fund, which is part of prim ary government. 

Y. DUE FRO M/TO PRIM ARY GOVERNM ENT 

At June 30, 2000, the authority has am ounts due from/to the prim ary governm ent for the 
following: 

Sou~e 

Due from Primary Government: 
DepaRtm ent of Agriculture and Forestry : 
Licensing and Regulatory Boards for debt service 

Formosan 3"ermite Program (funded from the 
staLe General Fund appropriation) 
Repayment of loan for Boll W eevil Eradication Program 
(to be funded from the state General Fund appropriation) 

State Employees Group Benefits Program 
for capital outlay disbursements 

"]'otal Due from Primary Government 

Due to Primary Governm ent: 
Boll W eevil Eradication Fund 
Depallm ent of Revenue for overpaym ent of rent 

Total Due to Primary Government 
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Tota 

$90,200 

200,000 

14,004,483 

15.958 

$4,004,483 
4.600 



LO UISIANA AG RICULTURAL FINANCE AUTHORITY 
DEPARTM ENT O F AG RICULTURE A ND FO RESTRY 

STATE O F LO UISIANA 
SUPPLEM ENTAL INFO RMATIO N SCHEDULE 

For the Year Ended June 30, 2000 

The following supplem entary inform ation schedule presents the segm ent inform ation for the 
authority. 
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DEPARTM ENT OF AGRICULTURE AND FORESTRY 
STATE O F LO UISIANA 
PROPRIETARY FUND - ENTERPRISE FUND 

Segm ent Inform ation 
For the Year Ended June 30, 2000 

Operating rew~nues 
Depreciation, depletion, and amortization expense 
Operating income (loss) 
Operating transfers in 
Operating transfers out 
Net Incom e 
Current capital contributions 
Contributions 
Transfers 
Property, plant and equipm ent 
Additions 
Deletions 
Net working capital 
Total assets 
Bonds and other long-term liabilities 
Payable from operating revenues 
Payable from other sources 

Total Equity 
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Schedule 1 

$1,998,071 
1,285,136 

(3,491,956) 
20,144,483 
14,004,483 
2.666,959 

6,727,010 
4,092,000 

18,950,712 

(1,721,595) 
1,361,976 

54.018.640 

486,442 
2,575,000 
31.561.127 



OTHER REPO RT REQ UIRED BY 

G O VERNM EN T A UDITING STA NDA RDS 

The following pages contain a report on com pliance with laws, regulations, and contracts and on 
internal control as required by Governm ent Auditing Standards, issued by the Com ptroller 
General of the United States. This report is based solely on the audit of the financial statem ents 
and includes, where appropriate, any reportable conditions arid/or m aterial m isstatem ents in 
internal control or com pliance m atters that would be m aterial to the presented financial 
statem ents. 
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W e have auditod the financial statem ents of the Louisiana Agricultural Finance Authority, a 
com ponent unit of the State of Louisiana, as of and for the year ended June 30, 2000, and have 
issued our report thereon dated Decem ber 5, 2000. W e conducted our audit in accordance with 
generally accepted auditing standards and the standards applicable to financial audits contained 
in Governm ent Auditing Standards, issued by the Com ptroller General of the United States. 

Com pliance 

As part of obtaining reasonable assurance about whether the Louisiana Agricultural Finance 
Authority's financial statem ents are free of m aterial m isstatem ent, we perform ed tests of its 
com pliance w ith certain provisions of laws, regulations, and contracts, noncom pliance with 
which could have a direct and m aterial effect on the determ ination of financial statem ent 
am ounts. However, providing an opinion on com pliance with those provisions was not an 
objective of our audit, and, accordingly, we do not express such an opinion. ]he results of our 
tests disclosed the following instance of noncom pliance that is required to be reported under 
Governm ent Auditing Standards. 

Annual Fiscal Report Not Subm itted Tim ely 

The Louisiana Agricultural Finance Authority (LAFA) failed to submit its Annual Fiscal 
Report (AFR) to the Division of Administration, Office of Statewide Reporting and 
Accounting Policy by the Septem ber 1, 2000, due date. Louisiana Revised Statute 
39:79 authorizes the com m issioner of adm inistration to establish the form at of each 
agency's annual financial statem ent and to establish a due date. LA FA's AFR was 
subm itted to the Division of Adm inistration on Septem ber 25, 2000. 

LAFA does not have adequate written procedures for em ployees to use to com pile 
inform ation to be included in the trial balance nor is there adequate supervisory review. 
Such procedures would enable the departm ent to subm it an accurate, audited AFR in a 
tim ely m anner. 

EXHIBIT A 
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Managernent should develop written procedures for the com pilation process and should 
perform a detailed supervisory review of the trial balances and supporting 
docum entation to ensure that an accurate AFR is subm itted to the Division of 
Adm inistration by the established due date. M anagem ent concurred with the finding and 
recom m endation and outlined a plan of corrective action. However, m anagem ent 
indicated that both the auditors and the Division of Adm inistration were aware that the 
AFR would be late because the agencies were working together to gather the 
information needed to issue an accurate report (see management's response at 
Appendix A). 

nternat Control Over Financial Reporting 

In planning and perform ing our audit, we considered the Louisiana Agricultural Finance 
Authority's internal control over financial reporting to determ ine our auditing procedures for the 
purpose of expressing our opinion on the financial statem ents and not to provide assurance on 
the internal control over financial reporting. O ur consideration of the internal control over 
financial reporting would not necessarily disclose all m atters in the internal control ever financial 
reporting that m ight be m aterial weaknesses. However, we noted the m atter relating to 
noncom pliance with laws and regulations, as discussed in the com pliance section of this report, 
that we consider to be a reportable condition. 

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 would be m aterial in relation to the financial statem ents being audited m ay 
occur and not be detected within 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 and its operation that we consider to be m aterial weaknesses. 

This report is intended solely for the inform ation and use of the authority and its m anagem ent 
and is not intended to be, and should not be, used by anyone other than these parties. Under 
Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a public 
docum ent. 

CCB:DLH:DSP:d 

[LAI:A) 

Daniel G . Kyle, CPA, CFE 
Legislative Auditor 

EXHIBIT A 
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ASSISTANT 
COMMISSIONERS 

Agricugural & 
Environmental Sciences 
Matthew Keppinger. 81 
PO Box 3596 
Baton Rouge. LA 70821 
(226) 928 3770 
Fax: 8253760 

Agro-Coo~umer 
Services 
Manning Broussard 
P.O Box 3096 

LOUISIANA D EPARTM ENT OF A GRICULTURE ~  FORESTRY 
B OB O DOM , C OM M ISSIONER 

W .C , "BUD" COURSON, [)EPUTY COMMISSIONER 

N ovem ber 29, 2000 

Dr. D aniel G . Kyle 
Legislative A uditor 
Post Office Box 94397 
Baton Rouge, LA 70804-9397 

D ear D r. Kyle 
B~tc.~ F~c~lge. LA 70821 
(225) 922-1341 
F~,: 922-0477 re: Annual Fiscal Report N ot Subm itted Tim ely 
Animal Health 
Service~ 
level De~hin 
P.O. Box 1951 
Baton Rouge. LA 7082 
(226) 926-39~,2 
Fax: 926-4103 

Forestry 
Paul D. frey 
P.O BOX 1628 
Baton Rouge, tJk70821 
(225)925~500 
Fax 922-1356 

M~ rn<~nt 
& Finanue 
SkipRhorer 
PO BOX3481 
Balon Rouge, tA 7062 
(228)922-1265 
Fax 928~012 

Marketing 
B~ce Malone 
P.O Box 3334 
Baton Rouge, LA 7082 
(225)922-1277 
Fax: 922-1289 

Soil & W ater 
Conservation 
8radtey E Splcer 
P,O Box 3854 
Balo~ Rouge, LA 70821 
(225) 922-1269 
Fex: 922-2577 

The Louisiana Agricultural Finance Authority (LAFA) concurs in part 
w ith this finding. 

H istorically, LAFA has subm itted to the Legislative A uditor's Office, a 
trial balance including costs related to construction, which is used to com pile 

and audit the Annual Financial Report (AFR). This year, for the first time and 
at the Legislative A uditor's request, the cost of labor associated w ith 
constru ction w as subm itted for use in com piling and auditing the A FR. Since 
there w ere no additional expenditures for labor used in construction, it w as 
necessary for LA FA to calculate and estim ate a value of this labor. In order to 
arrive at an acceptable m ethod, several procedures w ere considered; and all this 
took additional tim e. 

LA FA worked diligently during this tim e w ith the O ffice of Risk 
M anagem ent and the Legislative Auditor's O ffice to ensure that the m ost 
accurate A FR was subm itted. The D ivision of Adm inistration was also aware 
that LA FA 's A FR w as going to be subm itted after Septem ber 1, 2000, due to 
our effort to present the m ost accurate report possible. 

LA FA contends, and it w as our understanding that both the D ivision of 
A dm inistration and the Legislative Auditor's O ffice concurred, that it w as 
m ore beneficial to present an accurate report rather than m eet the deadline. 

Posl Olhce Box 631, 58;?5 florida BlvO, Baton Rouge, Louisiana 7082t-0031 "~ete0hone (225) 922-1234 Fax: (2251 922-1853 www.ldal slateJa us 



Dr. Kyle 
N ovem ber 29, 2000 
Page 2 

W ith the assistance of the Legislative Auditor's O ffi ce, LAFA will 
create w ritten procedures for preparing and review ing the trial balance am ount 
for com pleteness and accuracy. The Fiscal O fficer w ill perform a detailed 
supervisory review of the trial balances supporting docum entation. 

A ssistant Com m issioner 

SR :sw 

cc: Com m issioner Bob Odom 
D eputy Com m issioner "Bud" Courson 
Fiscal O fficer Linda Chaney 


