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1600 NORTH THIRD STREET 
POST OFFICE BOX 94397 
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W e have audited the accom panying general purpose 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, 1996, as listed in the foregoing table of contents. These financial 
statem ents are the responsibility of m anagem ent of the Louisiana Agricultural Finance 
Authority. O ur 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 
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 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. 

In our opinion, the general purpose financial statem ents referred to above present fairly, in all 
m aterial respects, the financial position of the Louisiana Agricultural Finance Authority as of 
June 30, 1996, and the results of its operations and its cash flows for the year then ended, in 
conform ity with generally accepted accounting principles. 

In -~ccordance with Govern m ent Auditing Standards, we have also issued a report dated 
January 16, 1997, (In our consideration of the Louisiana Agricultural Finance Authority's internal 
control structure and a re port dated January 16, 1997, on its com pliance with laws and 
regulations. 

O ur audit was m ade for the purpose of form ing an opinion on the general purpose financial 
statements taken as a whole. The supplem ental inform ation schedule listed in the table of 
conllents is presented for the purpose of additional analysis and is not a re quired part of the 



 



LO UISIANA AG RICULTURAL FINANCE AUTHO RITY 
DEPARTM ENT O F AG RICULTURE AND FORESTRY 
STATE OF LO UISIANA 
PROPRIETARY FUND - ENTERPRISE FUND 

Balance Sheet, June 30, 1996 

ASSETS 
Current assets: 

Cash in bank (note 2) 
C;ish held by trustee (note 2) 
Receivables (note 3) 
'Total current assets 

Restricted assets - cash equivalents held by trustee (note 2) 
Other assets: 

Unamortized bond issuance costs (note 8) 
Capital lease rece ivable (note 9) 
Property, plant, and equipment (net of 
accumulated depreciation) (note 4) 
Total other assets 

LIABILITIES AND FUND EQ UITY  
Liabilities: 
Current liabilities: 
Accounts payable 
Accrued interest on bonds payable 

Due to others (note 5) 
Bonds payable - current portion (note 6) 
'Total current liabilities 

Deferred revenue 

Bonds payable - Ion9-term (note 6) 
'Total LJabJJJfies 

Fund Equity: 

Contributed capital, net of accumulated depreciation (note 7) 
Retained earnings - unreserved 
'Total Fund Equity 

TOTAL LIABILITIES AND FUND EQ UITY 

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

$7,844 
257 

764.533 
772.634 
258.190 

58,086 
6.132.050 

10.732.486 
16.922.622 

$17,953,446 

$624,467 
92,828 
49,896 
775.000 

1,542,191 
3,149,472 
4.215.000 
8,906,683 

7,405,665 
1.641.118 
9.046.783 

$17,953,446 



LO UISIANA AG RICULTURAL FINANCE AUTHORITY 
DEPARTM ENT O F AGRICULTURE AND FO RESTRY 
STATE O F LOUISIANA 
PROPRIETARY FUND - ENTERPRISE FUND 

Statem ent of Revenues, Expenses, and 
Changes in Reta ined rarnings 
For the Year Ended June 30, 1996 

O PERA TING REVENUES 
Rental incom e 

O PERA TING EXPENSES 
Professional services 
M aterials and supplies 
Am ortization of bond issuance costs 
Depreciation 
Trustee fees 

Total operating expenses 

OPERATING INCOME (Deficit) 

NONOPERA TING REVENUES (Expenses) 
Capital outlay and m aintenance expense for 
Louisiana Departm ent of Agriculture and Forestry 
Capital outlay and m aintenance reim bursem ent from 
Louisiana Departm ent of Agriculture and Forestry 
Incidental post-construction expenses 
Reimbursem ent for' incidental post-construction expenses 
Capital outlay expense for State Group Benefits 
Capital outlay reim bursem ent from State Group Benefits 
Interest incom e 
Am ortization of interest fiom capital leases 
Interest expense 
Total nonoperating revenues (expenses) 

NET INCOME (Deficit) 

OTHER FINANCING SO URCES 
Lease principal paym ents 
Sale of tim ber 

"Total other financing sources 

ADD DEPRECIATION O F FIXED ASSETS ACQ UIRED 
BY CONTRIBUTFD CAPITAL (note 7) 

RE'rAINED EARNINGS AT BEG INNING O F YEAR 

RE'rA INED EARNINGS AT END O F YEAR 

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

$70,700 

132,542 
29,54 8 
9,681 

432,123 
1,239 

605,133 

(534,433) 

(814,169) 

(514,114) 

275,000 
1,503 

276.503 

432,123 

1.446.606 

$1,641,118 



LOUISIANA AGRICULTURAL FINANCE AUTHORITY 
DEPARTM ENT O F AGRICULTURE AND FO RESTRY 
STATE O F LO UISIANA 
PROPRIETARY FUND - ENTERPRISE FUND 

Statem ent of Cash Flow s 
For the Year Ended June 30, 1996 

Cash flows from operating activities - 
operating income (deficit) 
Adjustments to reco ncile ope rating inco me to net 
cash provided by operating activities - depre ciation 
and am ortization 
Increase in accounts payable 
Decrease in prior year credit 

Net cash provided by ope rating activities 
Cash flows fro m noncapital financing activities: 
Repaym ent of loan - Louisiana Departm ent of Agriculture  
and Fore stry 
M aintenance paym ents on behalf of Louisiana 
Departm ent of Agriculture  and Fore stry 
M aintenance reim bursem ents from Louisiana 
Departm ent of Agriculture and Fore stry 

State Group Benefits capital outlay expense 
State Group Benefits capital outlay reim bursement 
Capital outlay expense 
Sale of tim ber 
M iscellaneous incom e 
Net cash provided by noncapital financing activities 

Cash flows from capital and re lated financing activities 
Transfers from Louisiana Department 
of Agriculture and Forestry 
Capital lease receivable paym ents 
LSU Chem istry lab capital outlay 
Principal paid on bond m aturities 
Interest paid on bonds 
Construction expense 
Net cash provided by ca pital and related 
financing activities 

Cash flows from investing activities - interest 
on investm ents 

Net increase in cash and cash equivalents 

Cash and cash equivalents at beginning of year 

Cash and cash equivalents at end of year 

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

Sta tem ent C 

($534,433) 

$441,804 
(6,019) 
19,100 454,885 

(79,54 8) 

370,810 

(914,296) 

772,906 
(180,376) 
179,306 
(119,944) 

1,503 
2.100 

661,003 
1,626,265 
(93,996) 

(1,230,000) 
(396,265) 
(595,797) 

112.009 

(28,792) 

13.975 

17,644 

248.647 

$266,291 



NTRODUCTIO N 

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 Statem ents 
As of and for the Year Ended June 30, 1996 

The Louisiana Agricultural Finance Authority (authority) was created under the provisions of 
Louisiana Revised Statute (LSA-R.S.) 3:261-284, within the Department of Agriculture and 
Fore stry, State of Louisi-'m a, 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 
and Forestry and four m em be rs appointed by the governor. The m em bers m ay re ce ive a per 
diem not to exce ed $40 per meeting, plus mileage expenses. The authodty has no employees. 
The adm inistrative and at'counting functions for the authority are  pe rform ed by em ployees of 
the Departm ent of Agriculture and Forestry . 

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 the establishment 
of reserves for bond issues. The bonds are  lim ited special obligations of the Louisiana 
Agricultural Finance Authority and do not constitute a general, spe cial, or m oral obligation of the 
State of Louisiana. In addition, the authority can issue re venue bonds for the purpose of 
acquiring, constructing, re novating, and equipping an office  building for use by the Departm ent 
of Agriculture and Forestry  and for the purpose of com pleting construction of an agricultural 
chem istry laboratory building on the Baton Rouge ca m pus of Louisiana State University and 
A&M College. The re venue bonds are lim ited obligations of the Louisiana Agricultural Finance  
Authority and do not constitute a debt of the State of Louisiana. Upon term ination of the 
authority by law, LSA-R.S. 3:283 require s that all rights, m oney, assets, and re venues in excess 
of obligations be deposited in the state General Fund. 

SUM MARY O F SIGNIFICANT ACCOUNTING POLICIES 

Ao REPO RTING ENTITY  

The Governmental Accounting Standards Board (GASB) Codification Section 2100 has 
defined the governm ental re porting entity to be the State of Louisiana. The Louisiana 
Agricultural Finance Authority is considere d a com ponent unit of the State of Louisiana 
because the state exercises overs ight re sponsibility and has accountability for fiscal 
m atters because the board of directors is appointed by the governor and upon 
dissolution of the authority, title to all property owned by the authority shall vest in the 
State of Louisiana. The accom panying financial statem ents pre sent inform ation only as 
to the transactions of the Louisiana Agricultural Finance  Authority, a com ponent unit of 
the State of l.ouisiana. 



LOUISIANA AGRICULTURAL FINANCE AUTHORITY 
DEPARTM ENT O F AGRICULTURE AND FO RESTRY 
STATE O F LO UISIANA 
Notes to the Financial Statements (Continued) 

B. BASIS OF PRESENTATION 

The Louisiana Agricultural Finance Authority uses a proprietary fund (enterprise fund) to 
report on its financial position and results of its operations. The enterp rise fund 
accounts for the activities relating to acquiring and constructing facilities to be used for 
the Departm ent of Agriculture and Forestry , including, but not lim ited to, incurring and 
paying debt and adm inistering lease agreem ents. The fund is operated in a m anner 
sim ilar to a private business enterprise where the governing body has decided that 
periodic determ ination of revenues earned, expe nses incurred, and/or net incom e is 
appropriate for capital m aintenance , m anagem ent control, accountability, or other 

purposes. 

C. BASIS O F ACCO UNTING 

The accounting and financial reporting treatm ent applied to a fund is determ ined by its 
measurement focus. The proprietary fund is accounted for using a flow of econom ic 
resources m easurem ent focus and a determ ination of net incom e and capital 
m aintenance . W ith this m easurement focus, all assets and liabilities associated with the 
operation of this fund are included on the balance  sheet. The proprietary fund uses the 
accrual basis of accounting. Revenues are recognized when they are earned and 
expenses are recognized at the tim e liabilities are incurred. 

D. CASH AND CASH EQUIVALENTS 

Cash represents dem and deposits held by the authority and the trustee. Cash 
equivalents held by the trustee represent funds in various trust accounts that have be en 
invested in share s of a short-term m oney m arket fund. Under the term s of the trust 
agreem ents, m onies held by the trustee shall be  invested in pe rm itted investm ents. 
Perm itted investm ents include governm ent obligations or tax-exem pt bonds and tim e 
deposits that m eet the specific security requirem ents of the trust agreem ents. 

For purposes of the Statem ent of Cash Flows, the authority considers all highly liquid 

investments (including restricted assets) purchased with a maturity of three months or 
less to be cash equivalents. 

E. RESTRICTFD ASSETS 

Certain proceeds of the Louisiana Agricultural Finance Authority revenue bonds
, as well 

as ce rtain resources provided annually by the Departm ent of Agriculture and Forestry 
are set aside for construction of the agricultural chem istry laboratory building and the 
repaym ent of the revenue bonds. These assets are ctassified as restricted assets on 
the balance sheet because their use is lim ited by applicable bond covenants. 



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) 

F. FIXED ASSETS AND LO NG- 
TERM O BLIGATIONS 

Fixed assets of the authority are reported on the balance sheet net of accum ulated 
depre ciation. All fixed assets are valued at their historical cost exce pt for donated fixed 
assets, which are  re corded at their estim ated value at the time of donation. Buildings 
consist of the form er Fore stry Building that was donated to the authority by the 
Departm ent of Agriculture  and Forestry , an agricultural chem istry laboratory building that 
was constructed by the authority, and a ware house constructed by the authority and 
com pleted in Dece m ber 1995. The agricultural chem istry lab is located on the Baton 
Rouge campus of Louisiana State University and A&M College and is used jointly by the 
univers ity and the Departm ent of Agriculture and Fore stry . Long-term obligations are  
re cognized within the enterprise fund. 

Depreciation of all exhaustible fixed assets acquired or constructed through resource s 
externally re stricted for capital acquisitions is charged as an expense against operations 
and closed into contributed capital at the end of the year. Depre ciation is com puted 
using the straight-line m ethod based on the estim ated useful lives as follows: 

Years 

Buildings 
Equipm ent 

G. DEFFRRED REVENUE 

40 
5 -10 

The authority re cords that portion of capital lease receivables attributable to future years 
as deferre d revenues. 

H. FUND EQUITY - CO NTRIBUTED CAPITAL 

Capital grants, which are rece ived from the Departm ent of Agriculture  and Fore stry - 
Pesticide Fund, are restricted for the acq uisition or construction of capital assets. 
Contributed capital is not am ortized, but depreciation is re cognized on that portion of the 
assets acquired or constructed from such contributions. 

RENTAL INCO M E 

Rental income is derived from the lease of the form er Forestry Building by the 
Department of Public Safety, Office  of State Fire M arshal. The lease on the building 
expires in the year 2000, with an option to re new. Rental payments are due to the 
authority m onthly. 



LO UISIANA AG RICULTURA L FINANCE AUTHORITY 
DEPARTM ENT O F AGRICULTURE AND FORESTRY 
STATE OF LOUISIANA 
Notes to the Financial Statements (Continued) 

2. CASH AND CASH EQUIVALENTS 

As reflected on Statem ent A, at June 30, 1996, the authority has cash in dem and deposits 
totaling $7,844 and ca sh and ca sh equivalents held by the trustee totaling $258,447. Cash 
equivalents 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 fiscal agent. The authority has a deposit 

balance  (collected bank balance) of $134,955 at June 30, 1996, for which the authority has 
control. This deposit is secured from risk by $100,000 of federal deposit insurance  (GASB Risk 
Category 1) and $34,955 of pledged securities held in the name of the pledging fiscal agent 
bank in a holding bank (GASB Risk Category 3). 

The (;ash and cash equivalents held by the tru stee consist of share s of a M arquis Treasury 
Fund, a m oney m arket m utual fund that invests solely in U.S. govern ment treasuries. The 
m utual funds are not classified as to category of credit risk because this is not require d by 
GASB Codification Section 150.165. The m arket value of the fund is the sam e as the carrying 
amount of $258,447. 

3. RECEIVABLES 

The Louisiana Agricultural Finance Authority's receivables are as follows 

Accrued intere st incom e 
Departm ent of Agriculture and Forestry rental incom e 
Repaym ent of loan for upgrade of equipm ent 
M aintenance reim bursem ent 
Due from State Em ployees Group Benefits Program 
Due from State Treasury 

Total 

$1,019 
107,184 

289,606 
63,357 
9,155 

294.212 

$764,533 

4. FIXED ASSETS 

A sum m ary of the authority's fixed assets at June 30, 1996, is presented as follows 



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

Cost 
Less - accumulated 
depreciation 

Tota 

5. DUE TO OTHERS 

Tota 

$71,167 $9,672,190 $1,715,607 $11,458,964 

NONE 

$71,167 $9,242,047 $1,419,272 $10,732,486 

At June 30, 1996, the authodty has liabilities titled "due to others" totaling $49,898. This liability 
represents a payable to the Departm ent of Agriculture and Forestry - Pesticide Fund for m onies 
used to upgrade bulldozers for the Office of Forestry. These m onies are payable to the 
Pesticide Fund upon reim bursem ent to the authodty by the Office  of Forestry from the proceeds 
of a tim ber protection fee assessed on property. 

6. LO NG-TERM O BLIGATIO NS 

On August 30, 1988, the Louisiana Agricultural Finance  Authority sold $6,000,000 of Revenue 
Bonds, Series 1988, to acquire, construct, renovate, and equip an office  building for use by the 
Departm ent of Agriculture and Forestry . The authority converted the rem aining balance of 
$5,100,000 of the variable rate bonds to fixed rate bonds dated M ay 7, 1992, with an interest 
rate of 6.5 perce nt payable semi-annually due Apdl 30 and October 30. The revenue bonds are 
secured by a pledge of Feed and Fertilizer funds' revenues, by the property acquired or 
cons;tructed from the bond proce eds, and by future lease rental paym ents from the State of 
Louisiana as lessee of the aforem entioned property. There  are no bond reserve requirem ents 
per the supplem ental trust indenture because of the pledge of Feed and Fertilizer funds' 
revenues. 

On ,July 1, 1992, the authority sold $3,100,000 of Revenue Bonds, Series 1992, to complete 
cons;truction of an agricultural chem istry laboratory on the Baton Rouge cam pus of Louisiana 
State Univers ity and A&M College. The bonds bear interest at 6.5 pe rce nt and are  payable 
January 15 and July 15 of each year. The revenue bonds are  secured by a pledge of pesticide 
registration fees and by future lease rental paym ents from the State of Louisiana as lessee of 
the aforem entioned property. There are no bond reserv e requirem ents per the trust indenture 
because of the pledge of pesticide registration fees. 

On February 1, 1996, the authority exercised its right to redeem $500,000 of the $5,100,000 
Revenue Bonds, Series 1988, prior to m aturity. According to the bonds' trust indenture, the 
bonds are subject to optional redemption, in whole or in part, at any time at a redemption price 
of 100 percent of the principal am ount plus accrued interest to the redem ption date. The 
Depe rtment of Agriculture and Forestry provided the funds for the authority to redeem the 
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LO UISIANA AGRICULTURAL FINANCE AUTHO RrP( 
DEPARTM ENT OF AGRICULTURE AND FORESTRY 
STATE OF LO UISIANA 

Notes to the Financial Statements (Continued) 

bonds. The authority's payment on February 1, 1996, totaled $508,215, which included $8,215 
in accrued interest, This advance redemption of bonds results in interest savings of $181,585. 

The annual requirements to amortize $4,990,000 of revenue bonds outstanding at June 30 
1996, including interest of $1,142,050 are as follows: 

Fiscalyear: 
1997 
1998 
1999 
2000 
2001-2002 

Total 

7. CO NTRIBUTED CAPITAL 

The following is a sum m ary of contributed capital as of June 30, 1996 

Contributed capital at June 30, 1995 

Prior period adjustment for depreciation 
Contributed capital at June 30, 1995 - restated 

Additions: 
Capital outlay program 
Deferre d revenue 
Reductions: 
Equipm ent deletions 
Accum ulated depreciation 

Contributed capital at June 30, 1996 

$1,099,350 
1,098,975 
1,100,350 
1,103,150 
1.730.225 

$6,132,050 

$6,862,970 
4,979 

6.867.949 

933,173 
50.000 

(13,334) 
(432,123) 

$7,405,685 

In accordance with GASB Codification G60.116, contributed capital has been reduced for the 
depn~=ciation on the form er forestry building, the agricultural chem istry lab, and equipm ent. 

8. UNAM ORTIZED BO ND ISSUANCE COSTS 

Unarnortized bond issuance costs include legal fees and rem arketing fees associated with the 
original $6,000,000 revenue bonds. These costs will be amortized over the life of the bonds 
using the straight-line method. The original issuance costs of $130,044 is reflected on 
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LO UISIANA AG RICULTURA L FINANCE AUTHO RITY 
DEPARTM ENT OF AGRICULTURE AND FORESTRY 
STATE O F LO UISIANA 
Notes to the Financial Statements (Continued) 

Statement A at $58,086, net of accumulated amortization totaling $71,958. The bond issuance 
costs amortized in 1998 were $9,681. 

LEASE-PURCHASE AG REEM ENT 

The authority has entered into a lease-purchase agreem ent with the Departm ent of Agriculture 
and Fore stry for the acquisition of the office  building acq uired by the authority as a result of the 
issuance of its revenue bonds. Under the term s of the agreem ent, the Departm ent of 
Agriculture and Forestry took possession of the offi ce building on August 29, 1988. The term  of 
the lease-purchase agreem ent is from August 29, 1988, to October 30, 2002, or such earlier 
time as the bonds have been paid or provision for their paym ent has be en m ade in accordance 
with the agreem ent. 

In addition to the base rental payments to cover debt service  on the bonds and re lated bond 
expenses, the Department of Agriculture and Forestry agrees to pay all taxes, assessm ents, 
and insurance  prem ium s. The departm ent also assum es all costs of m aintaining and operating 
the office  building during the term of the agre ement. The rental payments are to be  m ade from 
m onies appropriated to the departm ent for that purpose. Under the direction of the bond 
trustee, the Department of Agriculture and Forestry wires the paym ents to the trustee who pays 
the bond principal and interest as they become due. The lease-purchase agre em ent is 
depe ndent on the appropriation to the departm ent and shall term inate, at the option of the 
authority, in the event no funds or insuffi cient funds are appropriated in any fiscal year. 

On April 30, 1990, the authority entered into a cooperative endeavor agreem ent with Louisiana 
State University and A&M College and the Departm ent of Agriculture and Fore stry for the 
purpose of constructing, furnishing, equipping, and maintaining a building on the Agricultural 
Center's Baton Rouge cam pus of Louisiana State University and A&M College, to house the 
feed, fertilizer, and pe sticide testing laboratories, adm inistrative offi ces, and related s upport 
facilities for the university and the departm ent. According to the agre ement, the university will 
lease the re al property to the authority who will construct , furn ish, and equip a laboratory 
building. The authority will sublease the land and the building to the departm ent for its use. 
The term of the cooperative endeavor agre em ent is from April 20, 1990, to April 20, 2015. At 
the expiration of the agreem ent, the owners hip of the building shall transfer to the university 
without any com pe nsation or paym ent to the authority. O n July 1, 1992, a sublease agreement 
wa=~ entered into betw een the authority and the department to provide a source  of payment for 
the $3,100,000 revenue bonds issued to complete co nstruction of the laboratory building. The 
term  of the sublease agreem ent is from July 1, 1992, to January 15, 2002, or such earlier tim e 
as the bonds have been paid or provision for their paym ent has been m ade in accordance with 
the agreem ent. 



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

A sum m ary of changes in capital lease receivable is as follows 

Capital lease receivable at June 30, 1995 
Reduction to capital lease rece ivable by 
paym ents received in 1996 
Reduction to capital lease rece ivable by 
interest savings realized by early lease 
paym ent 

Total 

$7,939,900 

(1,626,265) 

$6,132,050 

The portion of the receivable applicable to future years is included in deferred revenue on 
Statem ent A. 

I O. LITIGATIO N 

During fiscal year 1995, the authority and the general contra ctor for the agricultural chem istry 
building on the Agriculture Center's Baton Rouge ca m pus of Louisiana State University and 
A&M College entere d into arbitration for the final contract paym ent. The contractor was seeking 
paym ent of final contract balances plus extra costs incurred because of an alleged failure  by the 
authority to tim ely acce pt the building. The authority did not accept the building because the 
contractor allegedly failed to com ply with the contract docum ents and allegedly failed to 
complete the project by the completion date. On May 13, 1995, in a companion suit, the 
authority and the Departm ent of Agriculture and Forestry sued the general contractor's bonding 

company as surety due tc the contractor's alleged failure to complete the project according to 
the term s and conditions of the construction contract as well as the contractor's alleged failure 
to paLy certain subcontractors for work perform ed. The arbitration was conducted in Decem ber 
1995, and the authority was awarded $653,100. On April 12, 1996, confirmation of the 
arbitration award was applied for in the Nineteenth Judicial District Court. Pending a m otion to 
transfer the matter to the judicial division handling the companion suit, no confirmation date has 
been assigned. The contractor filed an appeal to the arbitration decision and a court hearing 
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LO UISIANA AGRICULTURAL FINANCE AUTHORITY 
DEPARTM ENT O F AG RICULTURE AND FORESTRY 
STATE OF LO UISIANA 
Notes to the Financial Statements (Continued) 

has not been scheduled as of January 16, 1997. The com panion suit filed against the general 
conl~ractor's bonding com pany is currently being continued be nding opposing m otions filed by 
each party. 

Two lawsuits were previously filed against the authority alleging that the disclosure  in the offi cial 
statement for $300,000,000 in bonds contained material misrepresentations concerning the 
intended use of the bond proceeds. The bonds included =LAFA I," $150,000,000 Louisiana 
Agricultural Finance Authority 8.25 perce nt Revenue Bonds, Series 1986A, and "LAFA II," 
$150,000,000 Louisiana Agricultural Finance  Authority 8.80 perce nt Securitized Agricultural 
Revenue Bonds, Series 1986A. In a letter dated February 8, 1996, counsel to the State of 
Louisiana, Division of Adm inistration, Offi ce  of Risk M anagem ent, stated that a Judgm ent of 
Dism issal has been entered by the District Court term inating the litigation. All contributions 
toward settlem ent have be en satisfied, and the authority has no continuing financial exposure  
with re gard to these cases. 

11. AG RICULTURA L LOAN PROGRA M 

The authority, as authorized by LSA-R.S. 3:266, be gan issuing bonds in Dece m ber 1983, to 
provide financing for agricultural loans, through the purchase or guarantee of existing loans, or 
negotiation on new loans, and the establishm ent of re serves for the bond issues. At June 30, 
1996, the authority has issued a total of $341,023,550 in bonds, including two 1986 bond issues 
totaling $300,000,000 that are currently in default, and the outstanding balance  on all bond 
issues at June 30, 1996, is $301,184,444. The amounts associated with these bond issues are 
not included within the accom panying financial statem ents as the am ounts are payable solely 
from the proce eds of the loans pledged. The bonds do not constitute an indebtedness of the 
authodty or of the State of Louisiana. 

Both of the 1986 bond issues were payable solely from the proce eds of tw o Guaranteed 
Investment Contracts with Executive Life Insurance  Com pany and from ce rtain agricultural 
loans perm itted under the financing program . Executive Life Insurance  Com pany was placed 
into conservatorship by the Com m issioner of Insurance  from the State of Californ ia on April 11, 
1991. As a re sult, both of the 1986 series bonds have defaulted. 

Trustees of the tw o 1986 series defaulted bonds, referre d to as LAFA I and LAFA II, have 
rece ived distributions on behalf of bondholders under a m odified plan of re habilitation for 
Executive Life Insurance Com pany. During the period of April 11, 1991, through M arch 29, 
1996, trustees have received interim payments, including intere st, totaling $131,519,498 and 
$131,264,665 for the LAF:A I and LAFA II bonds, re spectively. As a re sult of this m odified plan, 
distributions totaling $253,731,163 were made to bondholders on January 20, 1994; May 25, 
199,4; April 12, 1995; Novem ber 30, 1995; and April 24, 1996. This am ount re pre sents principal 
of $96,34 2,940 and interest of $30,650,058 for LAFA I bondholders and principal of 
$94,.490,816 and interest of $32,247,349 for LAFA II bondholders. 
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Although distributions representing pdncipal and intere st have been distributed to the 
bondholders, the trustees will continue to reflect an outstanding balance totaling $300,000,000 
untiH such tim e that the bond issues have be en officially declared retired. Distributions under 
the modified plan of re habilitation for Execut ive Life Insurance Company can continue until the 
conservator of the distributions declares the distributions are  com plete or the m odified plan has 
expired. 

12. SUBSEQ UENT EVENT 

On September 1, 1996, the authority exercised its right to redeem $500,000 of the $5,100,000 
Revenue Bonds, Series 1988, pdor to m aturity. According to the bonds' trust indenture, the 
bonds are subject to optional redemption, in whole or in part, at any time at a redemption price 
of 100 perce nt of the principal am ount plus accrued intere st to the redem ption date. The 
Departm ent of Agriculture and Forestry provided the funds for the authority to redeem the 
bonds. The authodty's payment on September 1, 1996, totaled $510,924, which included 
$10,924 accrued interest. This advance  redemption of bonds results in interest savings of 
approximately $195,000. 
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J. W ade O'Nea 
Shelby Robert 

Total 

Schedule 1 

NUM BER AM O UNT 

1 
1 

$40 
40 



OTHER REPO RTS REQ UIRED BY 

GO VERNM ENT A UDITING STANDARDS 

The following pages contain reports on intern al control structure and compliance with laws and 
regulations required by Governm ent Auditing Standards, issued by the Com ptroller General of 
the United States. The report on intern al control structure is based solely on the audit of the 
financial statements and includes, where  appre priate, any reportable conditions and/or m aterial 
weaknesses. The report on com pliance with laws and regulations is, likewise, based solely on 
the audit of the pre sented financial statem ents and presents, where  applicable, com pliance 
m atters that would be m aterial to the presented financial statem ents. 



@  
DANIEL (3. KYLE, PH.D., CPA, CFE 

LEGISLATIVE AUDITOR 

OFFICE OF 

LEG ISLA TIVE A U D ITOR 
STATE OF LOUISIANA 

BATON ROUGE, LOUISIA NA 70804-9397 

January 16,1997 

LOUISIANA AG RICULTURAL FINANCE AUTHORITY 
DEPARTM ENT O F AG RICULTURE AND FO RESTRY 
STATE O F LOUISIANA 
Baton Rouge, Louisiana 

1600 NORTH THIRD STREET 
POST OFFICE BOX 9439? 

TELEPHONE: (504) 339-3500 
FACSIMILE: (504) 339-3870 

W e have audited the general purpose 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, 
199,5, and have issued our report there on dated January 16, 1997. 

W e conducted our audit in accordance  with generally accepted auditing standards and 
Governm ent Auditing Standards, issued by the Com ptroller General of the United States. 
Those standards re quire 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. 

M anagem ent of the Louisiana Agricultural Finance  Authority is responsible for establishing and 
maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments 
by m anagem ent are  re quire d to assess the expe cted benefits and related costs of internal 
cont~rol structure policies and procedures. The objectives of an internal control structure are to 
provide m anagement with reasonable, but not absolute, assurance that assets are safeguarded 
against loss from unauthorized use or disposition, and that tra nsactions are executed in 
accordance with m anagem ent's authorization and re corded prope rly to perm it the pre paration 
of cjeneral purpose financial statements in accordance  with generally accepted accounting 
principles. Because of inhere nt lim itations in any internal co ntrol structure , errors or 
irregularities may nevertheless occur and not be detected. Also, projection of any evaluation of 
the structure to future periods is subject to the risk that proce dures may become inadequate 
because of changes in conditions or that the effectiveness of the design and operation of 
policies and proce dures m ay deteriorate. 

In planning and perform ing our audit of the general purpose financial statem ents of the 
Louiisiana Agricultura l Finance Authority for the year ended June 30, 1996, we obtained an 
understanding of the intern al control structure . W ith respect to the internal control structure , we 
obtained an understanding of the design of relevant policies and procedure s and whether they 
haw.= been placed in operation, and we assessed contro l risk to determ ine our auditing 
procedures for the purp ose of expressing our opinion on the general purpose financial 
statem ents and not to provide an opinion on the intern al control structure. Accordingly, we do 
not express such an opinion. 

EXHIBIT A 
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Our consideration of the intern al co ntrol structure would not necessadly disclose all m atters in 
the internal co ntrol stru cture that m ight be m aterial weaknesses under standards established by 
the Am edcan Institute of Certified Public Accountants. A m atedal weakness is a condition in 
which the design or operation of one or m ore  of the intern al co ntrol stru cture  elem ents does not 
re duce to a relatively low level the risk that errors or irre gularities in am ounts that would be 
m aterial in re lation to the general purpose financial statem ents be ing audited m ay occur and not 
be detected within a tim ely period by em ployees in the norm al cours e of pe rform ing their 
assigned functions. W e noted no m atters involving the intern al control structure  and its 
operations that we co nsider to be m aterial weaknesses as defined above. 

Thi,,; report is intended for the inform ation and use of the authority and its m anagem ent. By 
provisions of state law, this report is a public document, and it has been distributed to 
appropriate public officials. 

M M G :M VVB:dl 

IL~FA] 

Daniel G . Kyle, CPA, CFE 
Legislative Auditor 
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LOUISIANA AG RICULTURAL FINANCE AUTHORITY 
DEPARTM ENT O F AGRICULTURE AND FORESTRY 
STATE O F LOUISIANA 
Baton Rouge, Louisiana 

W e have audited the general purpose 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, 
1996, and have issued our report thereon dated January 16, 1997. 

W e conducted our audit in accordance  with generally acce pted auditing standards and 
Governm ent Auditing Standards, issued by the Com ptroller General of the United States. 
Those standards re quire  that we plan and perform the audit to obtain reasonable assurance  
about whether the financial statem ents are free of m atedal m isstatem ent. 

Com pliance with laws, regulations, and contracts applicable to the t.ouisiana Agricultural 
Finance Authority is the responsibility of the authority's m anagem ent. As part of obtaining 
reasonable assurance about w hether the financial Statem ents are  free of m aterial 
m isstatement, we perform ed tests of the authority's com pliance  with certain provisions of laws, 
regulations, and contracts. However, the objective of our audit of the general purpose financial 
statem ents was not to provide an opinion on overa ll com pliance with such provisions. 
Accordingly, we do not express such an opinion. 

The results of our tests of com pliance  disclosed no instance s of noncom pliance  that are  
required to be re ported herein under Govern m ent Auditing Standard s. 

This; report is intended for the inform ation and use of the authority and its m anagement. By 
provisions of state law, this report is a public docum ent, and it has been distributed to 
appropriate public offi cials. 

M M G:M W B:dl 

.~ spectfully submitted, 

Daniel G . Kyle, CPA, CFE 
Legislative Auditor 
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