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W e have audited the accom panying general purpose financial statem ents of the Louisiana lax 
Free Shopping Com m ission, a com ponent unit of the State of Louisiana, as of and for the year 
ended June 30, 1997, as listed in the foregoing table of contents. These general purpose 
financial statem ents are the responsibility of m anagem ent of the Louisiana Tax Free Shopping 
Com m ission. O ur responsibility is to express an opinion on these genera l purpose financial 
statem ents based on our audit. 

W ~, conducted our audit in accordance with generally accepted auditing standards and 
Govern m 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 Tax Free Shopping Com m ission as of 
June 30, 1997, and the results of its operations and cash flows for the year then ended in 
conform ity w ith generally accepted accounting principles. 

In accordance with Govern ment Auditing Standards, we have also issued a report dated 
Decem ber 8, 1997, on our consideration of the Louisiana Tax Free Shopping Com m ission's 
internal control over financial reporting and our test of its com pliance w ith laws and regulations. 

KDC:LW M :sds 
Legislative Auditor 



TOTAL ASSEiFS 

LIABILITIES AND FUND EQUITY 
Liabilities: 
Accounts payable 
Salaries payable 
Payroll deductions and withholdings payable 

Due to State of Louisiana (note 9) 
Deferred revenue 

Accrued compensated absences (note 7) 
Total Liabilities 

Fund Equity - retained earnings 

TOTAL LIABILITIE'S AND FUND EQ UITY 

The accom panying notes are an integral part of this statem ent
. 
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$610.919 

$2,711 
3,323 
228 

180,000 
54,221 
15.021 

255,504 
355.415 

$610,919 



OPERATING REVEENUES 
Visitor handling fees 
M em bership fees 
Voucher sales 
Advertising revenue 

Total operating revenues 

O PERATING EXPENSES 
Personal services and related benefits 
Supplies 
Travel 

Operating services 
Professional serv ices 
Other 
Depreciation 

Total operating expenses 

OPERATING INCOME 

NONOPERA TING RE'VENUES 
Interest earnings 

NET INCO ME 

RETAINED EARNINGS AT BEG INNING OF YEAR 

RE'rAINED EARNINGS AT END OF YEAR 

The accom panying notes are an integral part of this statem ent
. 
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$527,615 
110,840 
70,976 
15.504 

724.935 

374,406 
10,175 
20,956 
185,728 
29,185 

270 
13.915 

634.635 

90.300 

4,615 

94,915 

260.500 

$355,415 



LOUISIANA TAX FREE SHO PPING CO M M ISSIO N 
STATE OF LO UISIANA 
PROPRIETARY FUND - ENTERPRISE FUND 

Statem ent of Cash Flow s 
For the Year Ended June 30, 1997 

Cash flows from operating activities: 
Operating income 

Adjustments to reconcile operating income to net cash 
provided by operating activities: 
Depreciation 
Changes in assets and liabilities: 

(Increase) in sales tax refund reimbursements receivable 
Decrease in receivables from voucher sales 
Decrease in ()tiler receivables 

(Increase) in pre-paid expenses 
(Decrease) in accounts payable 
(Decrease) in payrell deductions and withholdings payable 
(Decrease) in due the State of Louisiana 
Increase in deferred revenue 
Increase in accrued com pensated absences 
Net cash provided by operating activities 

Cash flows from capital and related activities - 
acquisition of capital assets 

Cash flows from investing activities - 
receipt of interest earnings 

Net increase in cash 

Cash at beginning of year 

Cash at end of year 

The accom panying notes are an integral pad of this statem ent 

,=i 

$90,300 

13.915 

(29,257) 
1,929 
4,944 

(2,442) 
(3,091) 
~,385) 
(12,988) 
3,643 
4.428 

Statem ent C 

$66,996 

(55,526) 

4.615 

16.085 

251.752 

$267,837 



NTRODUCTION 

LOUISIANA TAX FREE SHOPPING COMMISSION 
STATE O F LQ UISIANA 

Notes to the Financial Statem ents 
As of and for the Year 15nded June 30. 1997 

Tile Louisiana Tax Free Shopping Com mission, established within the Departm ent of Revenue 
and Taxation, was created under the provisions of Louisiana Revised Statutes (R.S.) 51:1301- 
1316. The com m ission is com posed of five m em bers w ho serve without com pensation or 
reim bursem ent from the state and is charged with operating the Louisiana Tax Free Shopping 
P~egram , a sales tax refund program for the purchases of tangible personal property from 
participating retailers by intern ational travelers. The legislature finds that Louisiana, with its 
m any attractions, has an extraordinary opportunity to generate additional revenue in the form 
of international tourism . Foreign visitors to the United States represent a m ore lucrative m arket 
than dom estic travelers because they use tourism serv ices to a m uch greater degree than their 
dom estic counterparts. W hile the Louisiana Tax Free Shopping Program had an initial 
opportunity cost to state and local governm ents equal to the amount of sales tax refunded, this 
loss was offset by additional revenues generated from an increase in foreign tourists, who 
continue to pay tax on expenditures such as hotels, restaurants, entertainm ent, rental cars, 
riverboat rides, and other attractions. The com m ission, dom iciled in Baton Rouge, em ployed 
16 people at June 30, 1997. The accounting records are m aintained by Department of 
Revenue and Taxation em ployees. 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

A. BASIS OF PRESENTATION 

The accoi'npanying financial statem ents have been prepared in accordance with 
generally accepted accounting principles (GAAP). The Governmental Accounting 
Standards Board (GASB) is the accepted standard setting body for establishing 
governm ental accounting principles and reporting standards. 

B, REPO RTING ENTITY 

GASEI Codification Section 2100 has defined the governmental reporting entity to be 
the State of Louisiana. The Louisiana Tax Free Shopping Com m ission is considered a 
com ponent unit of the State of Louisiana because the state exercises oversight 
responsibility as follows: (1) commission members are designated by state law; (2) the 
com m ission is established in the Louisiana Departm ent of Revenue and Taxation; 

(3) commission action for sales tax refunds is governed by the Louisiana Tax Free 
Shopping Program law; (4) sales tax refunds are provided within the boundaries of the 
state; and (5) additiona~ revenues generated from an increase in foreign tourists benefit 
the state and its political subdivisions. The accom panying statem ents present 



LOUISIANA TAX FREE" SHOPPING COMMISSION 
STATE OF LOUISIANA 
Notes to the Financial Statements (Continued) 

inform ation only as to the transactions of the Louisiana Tax Free Shopping 
Com m ission, a com ponent unit of the State of Louisiana. Annually, the State of 
Louisiana issues general purpose financial statem ents, which include the activity 
contained in the accom panying financial statem ents. 

C. FUND ACCO UNTING 

The com m ission uses a proprietary fund type - enterprise fund to report on its financial 
position and the results of its operations. Fund accounting is designed to dem onstrate 
legal com pliance and to aid financial m anagem ent by segregating transactions relating 
to certain governm ent functions or activities. The enterprise fund is used to account for 
operations that are financed and operated sim ilarly to private business enterprises - the 

intent of the governing body is that costs (including depreciation) of providing goods or 
services to the general public on a continuing basis be financed or recovered primarily 
through user' charges. 

D. BASIS OF ACCO UNTING 

The accounting and financial reporting treatm ent applied to a fund is determ ined by its 
m easurem ent focus. The enterprise 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 easurem ent focus, the assets and liabilities associated w ith 
the operation of the fund are included on the balance sheet. The com m ission uses the 
accrual basis of accounting. Revenues are recognized when they are earned and 
expenses are recognized at the tim e liabilities are incurred. Revenues and expenses 
are recorded as follow s: 

Revenues 

Annual m em bership fees are recognized as revenue uniform ly over the 
m em bership year. A potion o'{ each sales tax refund is w'lthhe~d from the visitor 
as a handling fee. These fees are recognized as revenue in the m onth the 
related visitor refund is processed. Interest earnings are recorded when the 
incom e is earned. Other revenues are recognized when they becom e 
m easurable and available as current assets. 

Expenses 

Expenses are generally recognized under the accrual basis of accounting when 
the related fund liability is incurred. 



LO UISIANA TAX FREE SHO PPING CO MMISSION 
STATE O F LOUISIANA 
Notes to the Financial Statements (Continued) 

E. CASH 

Cash includes cash on hand and demand deposits. Under state law, the commission 
m ay deposit funds within a fiscal agent bank organized under the laws of the State of 
Louisiana, the laws of any other state in the Union, or the laws of the United States. 
Furtherm ore, the com m ission m ay invest in certificates of deposit of state banks 
organized under Louisiana law and national banks having their principal offices in 
Louisiana. 

F. PROPERTY AND EQUIPMENT 

Furniture and equipm ent and leasehold im provements are stated at cost at the date of 
acquisition, estim ated cost if actual cost is not known, or fair m arket value at date of 
donation in the case of gifts. Depreciation is com puted using the straight-line m ethod. 

G . DEFERRED REVENUE 

These are am ounts collected in the current accounting period for which asset 
recognition cdteda have been m et, but for which revenue recognition criteria have not 
been met These are comprised of prepaid mem bership fees. 

H. CO M PENSATED ABSENCES 

Com m ission em ployees earn and accum ulate annual and sick leave at various rates, 
depending on their years of service. The amount of annual and sick leave that m ay be 
accum ulated by each em ployee is unlim ited. Upon term ination, em ployees are 
com pensated for up to 300 hours of unused annual leave at the em ployee's hourly rate 
of pay. Upon retirem ent, unused annual leave in excess of 300 hours plus unused sick 
leave are used to com pute retirem ent benefits. The cost of leave privileges, com puted 
in accordance with the Codification Of Govern mental Accounting and Financial 
Reporting Standards, Section C60.105, is recognized as a current-year expense in the 
enterprise fund. 

2, CASH 

At June 30, 1997, the commission has cash (book balances) totaling $267,837 as follows 



LO UISIANA TAX FREE SHO PPING CO MMISSION 
STATE O F LOUISIANA 
Notes to the Financial Statements (Continued) 

Demand deposits (including restricted cash of $88,087) 
(.note 9) 
Cash on hand, restricted for sales tax refunds to 
international shoppers 
Petty cash 

Tota 

$235,989 

31,248 
600 

$267,837 

Under state law, these deposits (or the resulting bank balances) must be secured by federal 
deposit insurance or the pledge of securities owned by the fiscal agent bank. The market 
value of the pledged securities plus the federal deposit insurance m ust at all tim es equal the 
amount on deposit with the fiscal agent. At June 30, 1997, the commission has $396,333 in 
deposits (collected bank balances). These deposits are secured from risk by $200,000 of 
federal deposit insurance (GASB Risk Category 1) and $196,233 of pledged securities held in 
joint custody by the Federal Reserve Bank (GASB Risk Category 2). 

3. SALES TAXI REFUNDS PROCESSED 

For the year ended June 30, 1997, sales tax refunds to foreign visitors (before a handling fee 
deduction) totaling $2,862,393 were processed under the Louisiana Tax Free Shopping 
Program . This am ount related to sales taxes of the following taxing authorities processed 
through the com m ission's im prest account: 

State of Louisiana 
City of New Orleans 
Jefferson Parish 
St. Tam m any Parish 
City of Baton Rouge 
Lafayette Parish 
Other 

Tota 

4. RECEIVABLES 

The following is a sum m ary of receivables at June 30, 1997 

$1,296,651 
1,023,178 
459,939 
10,694 
23,380 
14,979 
33.592 



LO UISIANA TAX FREE SHOPPING CO M MISSIO N 
STALE O F LO UISIANA 
Notes to the Financial Statements (Continued) 

Sales tax refund reim bursem ents receivable 
Voucher sales 

Advertising fees 

Tota 

5. PROPERTY AND EQUIPMENT 

$263,913 
5,854 
4,203 

A sum m ary of property and equipm ent and accum ulated depreciation follows 

Furn iture and equipm ent 
Leasehold im provem ents 

Total property and equipment 
Less accum ulated depreciation 

$273,970 

$107,900 
19,261 
127,161 

(61,017) 

Property and equipment net of accumulated depreciation $66,144 

Furniture and equipm ent and leasehold im provem ents are depreciated over 5-10 years and 10 
years, respectively. In accordance with R.S. 39:321-332, the com m ission has com plied with 
the Louisiana m ovable property statutes. 

6. RETIREM ENT SYSTEM 

Plan Description. Substantially, all em ployees of the com m ission are m em bers of the 
Louisiana State Employees Retirement System (System), a cost-sharing, multiple-employer, 
defined benefit pension plan. The System is a statewide public em ployee retirem ent system 
for the benefit of state employees, which is adr~linistered and controlled by a separate board of 
trustees. 

All full-tim e com m ission em ployees are eligible to participate in the System . Benefits vest with 
10 years of service. At retirement age, em ployees are entitled to annual benefits equal to 
$300 plus 2.5 percent of their highest consecutive 36 months' average salary multiplied by 
their years of credited service. Vested em ployees are entitled to a retirem ent benefit, payable 
monthly for life at (a) any age with 30 years of service, (b) age 55 with 25 years of service, or 
(c) age 60 with 10 years of service. In addition, vested employees have the option of reduced 
benefits at any age with 20 years of service. lhe System also provides death and disability 
benefits. Benefits are established or amended by state statute. The System issues an annual 
publicly available financial report that includes financial statem ents and required supple- 
m entary inform ation for the System . That report m ay be obtained by writing to the State 
Em ployees Retirem ent System , Post Office Box 44213, Baton Rouge, Louisiana 70804-4213, 
or by calling (504) 922-0608 or (800) 256-3000. 

10 



LOUISIANA TAX FREE SHOPPING CO M MISSION 
~;TATE OF LO UISIANA 
Notes to the Financial Statements (Continued) 

Funding Policy. M em bers are required by state statute to contribute 7.5 percent of gross 
salary, and the com m ission is required to contribute at an actuad;~lly determ ined rate as 
required by R.S. 11:102. The em ployer's contribution rate for the years ending June 30, 1997, 
1996, and 1995 were 12.4 percent, 12.0 percent, and 11.9 perce nt, respectively. The 
com m ission's contributions to the System for the years ending June 30, 1997, 1996, and 1995 
were $28,050, $27,697, and $27,003, respectiw.=ly, equal to the required contributions for each 
year. 

7. CO MPENSATED ABSENCES 

At June 30, 1997, employees of the commission have accumulated and vested $15,021 of 
em ployee leave benefits, which was com puted in accordance with GASB Codification Section 
C60. This amount is recorded within the enterprise fund. 

8. LEASES 

The com m ission rents space at the W orld Trade Center in New Orleans and at the New 
O rleans Intern ational Airport for the operation of its tax free shopping program . The existing 
leases, which require annual rents of $19,456 and $8,426, respectiw.=ly, expire on April 30, 
1!)98, and on May 31, 1998. 

9. DUE TO THE STATE O F LOUISIANA 

In fiscal year 1994, the Louisiana Department of Revenue and Taxation advanced $350,000 to 
the commission. The commission subsequently repaid $80,000 of the advance. It was later 
determ ined that it would be m ore appropdate if the State Treasury issued the advance from 
the Ancillary Fund. In fiscal year 1997, the Division of Adm inistration approved the advance of 
the remaining $270,000 from the State Treasury. This advance is noninterest-bearing and has 
no set repaym ent schedule. This advance and all sales tax refund transactions are handled 
through a separate bank account. At June 30, 1997, the following assets were related to the 
balance of this advance due to the State of Louisiana: 

Restricted (:ash 
Sales tax refund reim bursem ents 
due from other taxing bodies 
Total advance  repaym ents 

Due to State of Louisiana 
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$86,087 

263,913 

(170,000) 

$180,000 



LO UISIANA TAX FREE" SHOPPING CO M MISSION 
STATE OF LOUISIANA 
Notes to the Financial Statements (Concluded) 

10. RELATED PARTY TRANSACTIONS 

The com m ission is com posed of five m em bers, one of whom is nom inated by the W orld Trade 
Center. On April 25, 1996, and March 24, 1997, the W orld Trade Center of New Odeans, Inc., 
entered into rental agreements with Louisiana Tax Free Shopping for lease of approxim ately 
2,210 square feet on the tenth floor of the W odd Trade Center Building at No. 2 Canal Street, 
New Orleans, Louisiana. The lease agreement com mencing on May 1, 1996, and expiring on 
April 30, 1997, was made for and in consideration of $1,857 per month rent. The lease 
agreem ent com m encing on March 24, 1997, and expiring on April 30, 1998, was m ade for and 
in consideration of $1,946 per month rent. 

LITIGATION AND CLA IMS 

There is no pending litigation against the com m ission at June 30, 1997 
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Reoort on Com oliance and on Intern al Control Over Financia 

LOUISIANA TAX FREE SHOPPING COMMISSION 
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Baton Rouge, Louisiana 

1600 NORTH THIRD S I ~1 E'J 
POST OFFICE HOX 9,139~ 
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W e have audited the general purpose financial statem ents of the Louisiana Tax Free 
Shopping Com m ission, a com ponent unit of the State of Louisiana, as (if June 30, 1997, and 
for the year then ended, and have issued our report thereon dated Decem ber 8, 1997. W e 
conducted our audit in accordance with generally accepted auditing standards and the 
standards applicable to financial audits contained in Government Auditing Standards, issued 
by 1the Com ptroller General of the United States. 

Com pliance 

As part of obtaining reasonable assurance about whether the Louisiana Tax Free Shopping 
Com m ission's financial statem ents are free of m aterial m isstatem ent, we perform ed tests of its 
com pliance with certain provisions of laws and regulations, 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 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. 

nternal Control Over Financial Reporting 

In planning and perform ing our audit, we considered the Louisiana Tax Free Shopping 
Com m ission's intern al 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 intern al 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 
over financial reporting that m ight be m atedal weaknesses. A m aterial weakness is a condition 
in wi~ich 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 operations that 
we consider to be m aterial weaknesses. 
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This report is intended for the inform ation and use of m anagem ent of the com mission
. By 

provisions of state law, this report is a public document
, and it has been distributed to 

appropriate public: officials. 

KDC:LW M :sds 
Legislative Auditor 

EXHIBIT A 


