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W e have audited the accompanying special purpose (legal basis) financial statements of the 
Louisiana Departm ent of Agriculture and Forestry, a departm ent within Louisiana state 
governm ent, as of and for the year ended June 30, 1995, as listed in the foregoing table of 
contents. These financial statem ents are the responsibility of m anagem ent of the Louisiana 
Departm ent of Agriculture and Forestry. O ur responsibility is to express an opinion on these 
financial statem ents based on our audit. 

W e conducted our audit in accordance w ith generally accepted auditing standards and 
G overnm ent A uditing Standards, issued by the Com ptroller G eneral of the United States. 
Those standards require that we plan and perform our 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. 

As described in note 1-A to the financial statem ents, the accom panying special purpose 
financial statem ents present only the funds of the Louisiana Departm ent of Agriculture and 
Forestry. As such, they present the appropriated and non-appropriated activity of the 
departm ent that are part of the accounts and fund structure of the State of Louisiana. The 
General Appropriation Fund reflects appropriated activities of the departm ent that is part of the 
G eneral Fund of the State of Louisiana. The non-appropriated funds are individual funds of the 

State of Louisiana not subject to budgetary control. Furthermore, the special purpose financial 
statem ents have been prepared on a legal basis of accounting, the purpose of w hich is to 
reflect com pliance with the annual appropriation act for the appropriated fund and the financial 
position of the non-appropriated funds. These procedures 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 w ith generally accepted accounting 
principles. 



LEGISLATIVE AUDITOR 

HO NO RABLE BO B O DO M 
C O M M ISSIO NER O F A G RIC ULTURE 
DEPARTM ENT O F AG RICULTURE AND FO RESTRY 
STATE O F LO UISIANA 
Audit Report, June 30, 1995 

As discussed in note 1, certain boards and com m issions that have been placed within the 
Louisiana Departm ent of Agricutture and Forestry by the Executive Reorganization Act continue 
to m aintain their own accounting records and are not included in the accom panying financial 
statem ents. Transactions of these boards and com m issions are reported separately. 

In our opinion, the accom panying special purpose financial statem ents present fairly, in all 
m aterial respects, the balances w ithin the appropriated and non-appropriated funds of the 
Louisiana Departm ent of Agriculture and Forestry at June 30, 1995, and the transactions of the 
General Appropriation Fund for the year then ended, on the basis of accounting described in 
note 1-B. 

In accordance with Governm ent Auditing Standards, we have also issued a report dated 
June 3, 1996, on our consideration of the Departm ent of Agriculture and Forestry's internal 
control structure and a report dated June 3, 1996, on its com pliance with laws and regulations. 

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 Department of Agriculture and Forestry. The 
accom panying supplem ental inform ation schedules are presented for the purpose of additional 
analysis and have been subjected to the procedures applied in the audit of the financial 
statem ents and, in our opinion, are stated fairly in all m aterial respects in relation to the financial 
statem ents taken as a whole, except for the om ission of the National Association of State 
Departments of Agriculture - National Convention account (see Exhibit B) from the Schedute of 
Changes in Balances - Other Agency Funds. 

In accordance w ith Louisiana Revised Statute 24:516, our report is intended for the inform ation 
and use of the departm ent and its m anagem ent and should be used solely as intended by the 
foregoing statute. By provisions of state law , this report is a public docum ent, and it has been 
distributed to appropriate public officials. 

M CF:M W B:d 

lAG] 

Legislative Auditor 



DEPARTM ENT O F AG RICULTURE AND FORESTRY 
STATE O F LO UISIANA 
A LL A PPRO PRIATED A ND NO N-A PPRO PRIATED FUNDS 

Balance Sheet (Legal Basis), June 30, 1995 

ASSETS 

Cash and cash equivalents (note 1-C) 
Investments (note I-D) 
Receivables - fees and self-generated revenues 

Due from others (note 3) 
Loans receivable (note 2) 
Capital lease receivable (note 21) 
Inventory of materials and supplies (note l-E) 
Collateral acquired through fovecAosu~e (note 2) 

TOTALASSETS 

LIABILITIES AND FUND EQUITY 

Liabilities: 

Payables (note 4) 
Advances due to state treasury (note 10) 

Major stale revenues and income not available 
due to state treasury 

Due to others (note 3) 
Mortgage payable (note 21) 
Total Liabilities 

Fund Equity: 

Fund balances - reserved for: 

Inventory of m aterials and supplies 

Continuing operations (note 11) 
Debt service (note 12) 
Unreserved - undesignated (deficit) (note 13) 
Tota~ Fund Equity 

TOTAL LIABILITIES 

AND FUND EQUITY 

NON- 

MAJOR STATE 

GENERAL REVENUES AND 

APPROPRIATION INCOME NOT 

FUND AVAILABLE 

$2,321,724 
2,200,763 

907,299 

2,191,631 

4,922,399 

3,092,369 

484,753 

69,830 

$16,210,768 

$3,398,915 
1.248.017 

5 

484,753 

9,954,209 

688,227 

(686,155) 
t0.441.034 

$16,210,768 

The accom panying notes are an integral part of this statem ent 
5 

SOIL AND W ATER 

CONSERVATION 

DISTRICTS 

CLEARING 

$14,712 

$14,712 

$14,712 

14.712 

NONE 

$14,712 



APPROPRIATED FUNDS 

PAYROLL 

CLEARING 

$530,842 

$530,842 

$530,842 

530.842 

OTHER TOTAL 

AGENCY (MEMORANDUM 

FUNDS ONLY) 

$116,624 

$116,624 

$116.624 

116,624 

$2,983,902 
2,200,763 

907,29~ 

2,191,729 

4,922,399 

3,092,369 

484,753 

89.830 

$16,873.044 

$3,944,469 
1,248,017 

71,677 

460,114 

707.733 

6.432,010 

484,753 

9,954,209 

688,227 

(686,155 
NONE NONE 10.441,034 

$530,842 $116,624 $16,873.044 

Statem ent A 



DEPARTM ENT O F AG RICULTURE AND FO RESTRY 
STATE O F LO UISIA NA 
G ENERAL APPRO PRIATIO N FUND 

Statem ent of Revenues, Expenditures, and 

Changes in Fund Balance (Legal Basis) 
For the Year Ended June 30, 1995 

REVENUES 
Appropriated by legislature: 
State General Fund 
State General Fund by fees and self-generated revenues 
State G eneral Fund by interagency transfers 
Federal funds 
Auxiliary funds 
Other fund sources: 
Pesticide Fund 
Feed Com m ission 
Structural Pest Control Com m ission 
Agricultural Com m ission Self-Insurance Fund 
Total revenues 

EXPENDITURES 
Appropriated expenditures 
Personal services 
Travel 
O perating serv ices 
Supplies 
Professional services 

Other charges (note 15) 
Capital outlay 
Interagency transfers 
Debt service 
Auxiliary funds 
Total expenditures 

EXCESS O F REVENUES OVER EXPENDITURES 

OTHER APPROPRIATED FINANCING SOURCES (Uses) 
Transfers in 
Transfers out 

EXCESS O F REVENUES OVER EXPENDITURES 
AND OTHER SOURCES (Uses) 

(Continued) 

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

Statem ent B 

$28,709,153 
7,443,479 
297,474 

7,508,741 
1.790.448 

1,330,000 
50,000 
597,173 
86,460 

47,812,928 

27,087,977 
316,488 

9,017,411 
1,996,555 
192,036 

5,893,270 
741,826 
215,743 

883 
1,592,217 

47.054.406 

758,522 

3,588,880 
1.693,273 

2.654.129 



DEPA RTM ENT O F AG RICULTURE A ND FO RESTRY 
STATE O F LO UISIANA 
G ENERAL A PPRO PRIATIO N FUND 
Statem ent of Revenues, Expenditures, and 

Changes in Fund Balance (Legal Basis), 1995 

FUND BA LANCE AT BEG INNING O F YEA R 

NCREASE IN RESERVE FO R INVENTO RY 

ADJUSTMENTS (note 14) 

FUND BALANCE AT END O F YEAR 

(Concluded) 

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

Statem ent B 

$8,057,155 

45.093 

(315,343) 

$10,441,034 



DEPA RTM ENT O F AGRICULTURE AND FO RESTRY 
STATE O F LO UISIANA 
G ENERAL A PPRO PRIATIO N FUND 

Statem ent of Revenues, Expenditures, and 
Unexpended Appropriation - Budget 
Com parison of Current-Year Appropriation - 

Budget (Legal Basis) and Actual 
For the Year Ended June 30, t995 

REVENUES 
Appropriated by legislature: 

State General Fund 
State General Fund by fees and 

self-generated revenues 
State General Fund by interagency transfers 

Federal funds 

Auxiliary funds 
Other fund sources: 
Feed Com mission 

Fertilizer Commission 
Louisiana Agricultural Finance Authority 
Pesticide Fund 

Forest Protection 

Structural Pest Control Commission 
Casino Gaming Proceeds Fund 

Total appropriated revenues 

EXPENDITURES 
Appropriated for: 
Office of M anagem ent and Finance 

Office of Marketing 
Office of Agro-Consumer Services 
Office of Animal Health Serv ices 

Office of Agricultural and Environmental 

Serv ices 
Office of Forestry 
Office of Soil and W ater Conservation 

Auxiliary 

Total appropriated expenditures 

UNEXPENDED APPROPRIATION - 
CURRENT YEAR 

BUDGET ACTUAL 

Statem ent C 

VARIANCE 

FAVORABLE 

(UNFAVORABLE) 

$28,710,250 $28,709,153 ($1,097 

7,167,847 

417,195 
8,227,497 

8,506,323 

120,609 
1,0OO,O00 

154,344 
1,585,647 

800,000 

540,000 
583.066 

57,812,778 

14,448,306 
1,689,032 
2,465,513 
9.372,622 

6,221,218 
12,952,122 

2,157,642 

8.506.323 

57,812,778 

NONE 

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

7,443,479 

297,474 
7,687,314 

4.069.777 

24.078 

103,816 
1,183,885 
770,504 

532,904 
563,066 

51.405.450 

13,084,125 

1,593,895 
2,079,533 
8.797.325 

5,462,764 
12,362,774 

1,949,741 

3,215,941 

48.546.098 

$2,859,352 

275,632 

(119,721) 
(540,183) 

~,436,546) 

(96,531) 
(1,000,000) 
(50,528) 
(401,762) 
(29,49~ 
(7,096) 

(6,407,328) 

1,364,181 

95,137 
385,980 

575,297 

758,454 
589,348 

207,901 
5,290,382 

9,266,680 

$2,859,352 



NTRO DUCTION 

DEPARTM ENT O F AG RICULTURE A ND FO RESTRY 
STATE O F LO U|StANA 

Notes to the Financial Statements 
As of and for the Year Ended June 30, 1995 

The Louisiana Departm ent of Agriculture and Forestry is a departm ent within Louisiana state 
governm ent. The departm ent was created in accordance with Title 36, Chapter 14 of the 
Louisiana Revised Statutes of 1950, as a part of the executive branch of governm ent. The 
departm ent is charged with all functions relating to prom otion, protection, and advancem ent of 
agriculture and forestry, except research and educational functions expressly allocated by the 
constitution or by law to other state agencies w ithin the State of Louisiana. 

The Louisiana Departm ent of Agriculture and Forestry consists of the Office of M anagem ent 
and Finance, the Office of M arketing, the Office of Agro-Consumer Services, the Office of 
Anim al Health Serv ices, the Office of Agricultural and Environm ental Sciences, the Office of 
Forestry, and the Office of Soil and W ater Conservation. The offices of the department are 
funded by one general appropriation and six auxiliary appropriations. The departm ent has 
approxim ately 880 full-tim e em ployees with work locations throughout the state. In addition to 
providing various state-funded agricultural and forestry related program s, the departm ent also 
adm inisters various agricultural related program s for the United States Departm ent of 
Agriculture, the United States Departm ent of Com m erce, and the Tennessee Valley Authority. 

1. SUM M ARY O F SIG NIFICA NT ACCO UNTING PO LICIES 

The Governmental Accounting Standards Board (GASB) promulgates generally accepted 
accounting principles and reporting standards for state and local governm ent. These principles 
are found in the Codification of Governm ental Accounting and Financial Reporting Standards, 
published by the GASB. However, the accom panying financial statem ents have been prepared 
on a legal basis, which differs from generally accepted accounting principles as explained in the 
follow ing notes. 

The State of Louisiana has been determined to be the reporting entity under generally accepted 
accounting principles. The accom panying financial statem ents represent activity of a 
department of state governm ent and, therefore, are a part of the fund and account group 
structure of the State of Louisiana and its general purpose financial statem ents. 

Certain boards and com m issions that were 
Departm ent of Agriculture and Forestry are 
accom panying financial statem ents. These 
reporting and audit, are as follows: 

included in the Reorganization Act under the 
not appropriated and are not included in the 

boards and commissions, subject to separate 

10 



DEPARTM ENT O F AG RICULTURE AND FO RESTRY 
STATE O F LO UISIANA 

Notes to the Financial Statements (Continued) 

Louisiana Egg Com m ission 
Louisiana Strawberry Marketing Board 
Louisiana Sweet Potato Advertising 
and Developm ent Com m ission 
Dairy Industry Prom otion Board 

Louisiana 
Revised 
Statute 

3:551.2 
3:473 

3:453 
3:557.4 

The departm ent collects and rem its fees for certain boards and com m issions less the actual 
cost of adm inistering the collections up to a specified percentage established by statute. These 
boards and com m issions are reported as an agency fund within the departm ent's financial 
statements; however, the actuaT operations of these boards and commissions are subject to 
separate reporting and audit as follows: 

Louisiana C rawfish Prom otion and Research Program 
Federal G rain Inspection Service 

Louisiana Soybean and G rain Research 
and Prom otion Board 
Louisiana Rice Prom otion Board 
Louisiana Rice Research Board 
Louisiana Catfish Prom otion 
and Research Board 

A . FUND ACCO UNTING 

Louisiana 
Revised 
Statute 

3:556.3 
NO NE 

3:551.32 
3:551.63 
3:551.73 

3:558.3 

The departm ent uses fund accounting, along appropriation lines, to reflect its 
com pliance with provisions of the annual appropriation act and to reflect the financial 
position and results of operations of its non-appropriated funds. This differs from the 
fund accounting of generally accepted accounting principles where the intent is to 
m easure the financial position and results of operations of the governm ental reporting 
entity as a w hole. Therefore, the funds within the accom panying financial statem ents 
have been divided between appropriated and non-appropriated funds and not by the 
conventional fund types of generally accepted accounting principles. 

11 



DEPARTM ENT OF AGRICULTURE AND FORESTRY 
STATE O F LO UISIANA 
Notes to the Financial Statements (Continued) 

Generally, noncurrent assets, general fixed assets, and long-term liabilities are reflected 
only in the State of Louisiana's general purpose financial statements. However, the 
following funds of the departm ent also reflect long-term assets and/or liabilities: 

General Appropriation Fund - Auxiliary Appropriation 
Junior Livestock Loan and Farm Youth Fund 
M arket Com m ission 
Alligator M arket Developm ent Authority 

The funds presented in the special purpose financial statem ents are described as 
follow s; 

APPRO PRIATED FUNDS 

General Appropriation Fund 

The General Appropriation Fund is a single legislative appropriation com prised of 
seven separate budget units as follows: 

2 

3 

4 

5 

the Office of M anagem ent and Finance provides accounting, 
budget preparation and control, procurem ent, contract m anage- 
m ent, m anagem ent and program analysis, data processing, and 
personnel m anagement. 

The Office of M arketing provides program s for the developm ent 
and growth of m arkets for Louisiana agricultural products. 

The Office of Agro-Consum er Services perform s the functions of 
the state relating to the inspection of poultry and dairy products, 
the regulation of weights and m easures, the classification of 
perishable com m odities, the licensing and inspection of statewide 
bonded warehouses, and such other functions that ensure quality 
agricultural products for the consum er. 

The Office of Anim al Health Serv ices is responsible for the 
inspection and grading of m eat, the control and eradication of 
infectious diseases that infect the livestock and poultry industries 
of the state, and the control of livestock theft in Louisiana. 

The Office of Agricultural and Environm ental Sciences perform s 
technical serv ices and laboratory functions for the farm ers of the 
state and perform s functions designed to im prove seed 
certification; increases production of rice and nursery stock; 
protects Louisiana from the introduction and spread of injurious 

12 



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

6 

7 

insect pests and plant diseases; sam ples pesticides, feeds, and 
fertilizer and agricultural m inerals to assure that they m eet all 
requirem ents of law and regulations; regulates the treatm ent and 
storage or disposal of pesticide wastes; trains and certifies 
pesticide applicators; and perform s other related functions. 

The Office of Forestry provides for the protection, m anagem ent, 
preservation, and replenishm ent of forest lands of the State of 
Louisiana. 

The Office of Soil and W ater Conserv ation provides assistance in 
the organization of Soil and W ater Conservation Districts, 
assistance in the m anagem ent of sm all watersheds, m anagem ent 
assistance to coastal wetlands owners, preventative flood control 
and sedim ent dam age m easures, and an estuaries and 
groundwater pollution protection plan for the state. In addition, 
the office is responsible for providing direct cooperation w ith the 

United States Department of Agriculture (USDA) Soil 
Conservation Service. 

Included within the General Appropriation Fund are the auxiliary appropriation 
funds. The auxitiary appropriation funds provide goods or serv ices to the public 
or to other state agencies for a fee as authorized by the Louisiana Legislature 
through the ancillary appropriation act. The measurem ent focus is not on 
incom e determ ination but on the reduction of state General Fund subsidization. 
The auxiliary appropriation funds are as follows: 

2 

The Junior Livestock Loan and Farm Youth Fund is adm inistered 
by the State M arket Com m ission to provide youth loan and loan 
guarantee program s to individuals ages 10 to 20 w ho are 
m em bers of any 4-H, Future Farm ers of Am erica, or other farm 
youth organization that is functioning within the state schoo~ 
system . The program provides for direct loans or for loan 
guarantees of up to 75 percent of any loan m ade by a bank, 
financial institution, or federal departm ent to any person eligible 
for direct loan. The parent is required to co-sign the application 
m aking the parent equally responsible. The m axim um am ount of 
a direct loan or a loan guarantee is $3,000, and the repayment 
period m ust not exceed five years. 

The M arket Com m ission adm inisters loans and loan guarantee 
program s for constructing, purchasing, or im proving any 
agricultural plant that processes or stores Louisiana farm 

13 



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

3 

4 

products. The M arket Com m ission Loan Fund accounts for such 
loans or loan guarantees. 

As described in note 21, the departm ent acquired a catfish 
processing plant on Decem ber 18, 1990, and began operating it 
as an enterprise fund. The plant is now being leased and is no 
longer being operated as an enterprise fund by the departm ent. 
The departm ent accounts for loans m ade to the plant, assum ption 
of the m ortgage on the plant, and the subsequent lease of the 
plant within the M arket Com m ission Loan Fund. 

The Indian Creek Reservoir and Recreation Area Fund accounts 
for the activities of the Indian Creek Reserv oir and Recreation 
Area. M onies derived from fees and services are restricted for 
recreation related expenditures. 

The Nurseries Fund accounts for the activities relating to the 
harvesting, processing, storage, and sale of tree seeds and 
seedlings. The nursery program is com m itted to producing high 
quality genetically im proved Ioblolly, slash, and other various 
species of pine trees. 

The Agricultural Com m odities Com m ission Self-Insurance Fund is 
used to provide a m eans to self-insure the Agricultural 
Com m odities Com m ission and the departm ent for any loss that 
m ay be incurred relating to the operations of the com m ission. 
The com m ission is responsible for grain grading and inspections, 
grain warehousing, and grain dealers and cotton buyers licensing. 
The com m ission has acknow ledged exposure in the area of 
warehousing and has established this fund as a m eans to cover 
this exposure. 

The Alligator M arket Developm ent Authority is authorized to 
provide financial assistance for the acquisition, im provem ent, and 
operation of wholesale alligator hide tanning, and m eat 
processing, packaging, warehousing, distribution, and m arketing 
facilities in Louisiana. The Alligator M arket Developm ent Fund 
accounts for such assistance. The Authority shall term inate on 
June 30, 1996, at which tim e its responsibilities and outstanding 
obligations, if any, shall be transferred to the M arket Com m ission. 

14 



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

NO N-APPRO PRIATED FUNDS 

Major State Revenues and Income Not Available 

The department collects major state revenues that are remitted to the state 
treasury for deposit to statutorily dedicated funds. In addition, the departm ent 
collects funds specifically identified by the Division of Adm inistration, State 
Budget O ffice, as incom e not available that are rem itted to the state treasury. 
These am ounts are not available to the departm ent for expenditure and, 
therefore, are not included on Statem ent B but are detailed on Schedule 1. 

Soil and W ater Conservation District Clearing Fund 

The Soil and W ater Conservation District Clearing Fund is used by the 
departm ent to account for the net payroll and related payroll deductions for the 
individual soil and water conservation districts. 

Payroll Clearing Fund 

The Payroll Clearing Fund accounts for payroll deductions and accrued benefits 

A gency Funds 

The departm ent collects and distributes certain fees and assessm ents for 
various boards and organizations. These collections are net available to the 
departm ent and are not shown on Statem ent B. 

The non-appropriated funds are custodial in nature (assets equal liabilities) and do not 
involve m easurem ent of results of operations. 

B. BASIS O F ACCO UNTING 

The accounting and financial reporting treatm ent applied to a fund is determ ined by its 
m easurem ent focus. The funds in the accom panying financial statem ents m easure the 
resources provided by the legislature to fund current-year expenditures and the use of 
those resources by the departm ent. This differs from generally accepted accounting 
principles in which the m easurem ent focus would be to m easure the flow of current 
resources. 

Basis of accounting refers to w hen revenues and expenditures are recognized and 
reported in the financial statem ents, regardless of the m easurem ent focus applied. The 
accom panying financial statem ents reflect revenues and expenditures in accordance 
with applicable statutory provisions and regulations of the Division of Adm inistration, 
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Office of Statewide Reporting and Accounting Policy. These legal requirements differ 
from generally accepted accounting principles as follows: 

2 

Revenues are recognized to the extent that they have been appropriated 
and not necessarily when m easurable and available. 

Expenditures are recognized to the extent that appropriation authority has 
been extended to the departm ent and not necessarily when the fund 
liability has been incurred. 

Under the foregoing legal provisions, the departm ent uses the following practices in 
recognizing revenues and expenditures. 

Revenues 

State General Fund appropriations are recognized in the am ounts appropriated, 
to the extent withdrawn from the state treasury. Fees and self-generated 
revenues, interagency transfers, statutory dedications, other fund sources, and 
non-appropriated revenues are recognized in the am ounts earned, to the extent 
that they will be collected within 45 days of the close of the fiscal year. Federal 
funds are recognized as revenue in the period in which they becom e susceptible 
to accruaT or w hen the related expenditure is incurred, in accordance w ith the 
Codification of G overnm ental Accounting and Financial Reporting Standards 

Section G60.109. 

Expenditures 

Expenditures are generally recognized under the m odified accrual basis of 
accounting when the related fund liability is incurred, except that obligations of 
em ployees' vested annual and sick leave are recognized as expenditures when 
paid. Furtherm ore, any expenditures of a long-term nature for which funds have 
not been appropriated during the current year are not recognized in the 
accom panying financial statem ents. 

Other Financing Sources (Uses) 

Other appropriated financing sources are recognized under the m odified accrual 
basis of accounting, to the extent that they are both m easurable and available. 
Other financing uses are recognized under the m odified accrual basis of 
accounting w hen the related fund liability is incurred. 
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C. CASH AND CASH EQ UIVA LENTS 

Cash and cash equivalents are com posed of the following 

Under control of the departm ent: 

Petty cash (on hand and in banks) 
Cash in dem and accounts 
Cash on deposit with the state treasury 

Tota 

$58,067 
233,220 

2.692.615 

$2,983,902 

Cash and 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 ow ned by the fiscal agent bank. The m arket value of the pledged securities 
plus the federal deposit insurance m ust at all times equal the am ount on deposit with the 
fiscal agent. These pledged securities are held in the name of the pledging fiscal agent 
bank in a holding or custodial bank in the form of safekeeping receipts held by the state 
treasurer. The department has deposit balances (collected bank balances) of $598,685 
at June 30, 1995, for which the departm ent has control. These deposits are secured 
from risk by $321,246 of federal deposit insurance (GASB Risk Category 1) and 
$277,439 of pledged securities held in the nam e of the pledging fiscal agent bank in a 
holding bank (GASB Risk Category 3). On June 30, 1995, deposits held at Hancock 
Bank were undersecured by $24,635; however, in accordance with Louisiana Revised 
Statute (LSA-R.S.) 49:321(D)(1), the deposits were fully secured within five days from 
the date of deposit. 

Cash balances held and controlled by the state treasurer are secured from risk by the 
state treasurer through separate custodial agreem ents, and the risk disclosures required 
by generally accepted accounting principles are included within the state's general 
purpose financial statem ents. The following is a sum m ary of cash in the state treasury: 

M eans of finance 
FACS operating 
Payroll clearing 

Tota 

$2,595,858 
(434,084) 
530.841 

$2,692,615 

The departm ent also m aintains a perm anent Travel and Petty Cash Im prest Fund in the 
amount of $48,017, as authorized by the Comm issioner of Administration and advanced 
by the State Treasurer's O ffice, in accordance w ith Title 39 of the Louisiana Revised 
Statutes. The fund is perm anently established and periodically replenished from 
appropriated funds. 
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D. INVESTM ENTS 

LSA-R.S. 49:327(C) provides the department with the authority to make investments. At 
June 30, 1995, the department has investments in mutual fund investments (Automated 
Government Money Trust) totaling $2,200,763 consisting of United States Treasury 
obligations. The investm ents are not classified as to category of credit risk because this 
is not required by GASB Codification Section 150.165. 

E INVENTO RY O F MATERIALS 
A ND SUPPLIES 

The Departm ent of Agriculture and Forestry m aintains two categories of inventories: 

(1) inventories of materials and supplies, which are comprised of office supplies valued 
at $61,236 and (2) tree seed inventory, which is valued at $423,517 at June 30, 1995, 
for a total of $484,753 as reported on Statement A. 

Inventories of m aterials and supplies are valued at cost, w hich approxim ates m arket, 
and are recorded as expenditures at the time individuat inventory item s are purchased. 

The departm ent uses a perpetual inventory system and values its inventory using the 
first-in, first-out (FIFO) valuation method. 

Inventories of tree seed are valued at the lower of cost or m arket and are recorded as 
expenditures at the tim e seed are purchased. O nly one type of tree seed is purchased, 

Virginia Pine. All other tree seed are harvested by departm ent em ployees from state- 
ow ned forest. The departm ent uses a periodic inventory system for tree seed. 

Inventory levels are adjusted and reported to management in the spring when seed are 
rem oved for planting and in the fall when the seed are harvested and stored. Reported 
inventories are equally offset by fund balance reserves that indicate they do not 
constitute available spendable resources even though they are com ponents of net 
current assets. 

F. FIXED ASSETS 

At June 30, 1995, the department has stewardship responsibility for $19,522,080 in 
governm ental m ovable property, valued at historical cost at the tim e of acquisition. The 
m ovable property is not reflected within the accom panying special purpose financial 
statem ents. A sum m ary of changes in m ovable property follows: 
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Balance 
July 1, 
1994 Adjustments Additions Deletions 

$18,689,715 

Balance 
June 30, 
1995 

($4,074) $1,311,820 $475,381 $19,522,080 

The $4,074 adjustment is a reduction of the beginning balance for movable property 
costing less than $250. 

In accordance with LSA-R.S. 39:321-332, the department has com plied with m ovable 
property statutes of the State of Louisiana. 

G . LO NG -TERM O BLIGATIO NS 

The departm ent is by statute not aTIowed to incur bonded indebtedness and, therefore, 
no recognition within the accom panying financial statem ents is necessary. Furtherm ore, 
any long-term obligafions of the departm ent arising from lease com m itm ents, 
judgments, compensated absences, or from any other source are not recognized in the 
accom panying special purpose financial statem ents, except for the m ortgage related to 
the catfish plant discussed in note 21. 

H. ENCUM BRA NCE ACCO UNTING 

Encum brances represent com m itments relating to unperform ed contracts for goods or 
services. The departm ent em ploys encum brance accounting during the year to assure 
com pTiance w ith the annual appropriation act. Encum brances are not included in the 
accom panying financial statem ents because LSA-R.S. 39:82 and the annual appropri- 
ation act do not allow the departm ent to charge encum brances at year-end against its 
current-year appropriation, the basis upon which the accom panying financial statem ents 
have been prepared. These encum brances are included in the general purpose 
financial statements of the State of Louisiana and total $33,010 at June 30. 1995. 

BUDG ET PRACTICES 

The appropriations m ade for the general operations of the departm ent are annual 
lapsing appropriations and are recorded in the General Appropriation Fund. The 
auxiliary funds are authorized and controlled through the annual ancillary appropriation 
act. 

The budget process for general appropriations and auxiliary appropri- 
ations is an annual appropriation valid for one year. Revenues and 
expenditures for budget purposes are recognized on the sam e basis of 
accounting as described in note l-B, except that funds carried forward 
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from the prior year are recognized as revenues on Statem ent C, while 
federa~ receivables attributable to the payroll accrual at fiscal year-end 
are not recognized as revenues on Statem ent C. In addition, salaries 
and related benefits are recognized when paid on Statem ent C. The 
transfers and loan paym ents/receipts are non-revenue and non- 

expenditure transactions of the auxiliary appropriations (State Market 
Com m ission, Alligator M arket Developm ent Fund, and Junior Livestock 

Loan and Farm Youth Program) that are not budgeted within the General 
Appropriation Fund. The revenues and expenditures shown on 
Statem ent B are reconciled w ith the respective am ounts show n on 
Statem ent C as follows: 

Statem ent B revenues 
Add: 
Prior-year federal funds carryover 
Transfers in 

Paym ents received on loans 
Prior-year self-generated funds carryover 
Less: 
Prior-year auxiliary carryover 

Federal payroll receivable (net) 

Statem ent C revenues 

Statem ent B expenditures 
Add: 
Louisiana State M arket Com m ission 
loans 

Junior Livestock Loan and Farm 
Youth loans 

Alligator M arket Developm ent Fund 

Less - payroll payable (net) 

Statem ent C expenditures 

$47,812,928 

184,549 
2,221,079 
1,006,868 
552.018 

(366,016) 
(5,976) 

$51,405,450 

$47.054,406 

500.000 

123,723 
1,000,000 

(132,031) 

$48,546,098 

The departm ent is prohibited by statute from over expending the 
categories established in the general and ancillary appropriation acts. 
The ancillary appropriation act restricts the total expenditures of the 
auxiliary fund without restricting individual line-item expenditures. 
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3 

4 

Budget revisions are granted by the Joint Legislative Com m ittee on the 
Budget. Interim emergency appropriations m ay be granted by the Interim 
Em ergency Board. The budget inform ation included in the financial 
statem ents includes the original appropriation plus subsequent 
am endm ents as shown on Schedule 4. 

The auxiliary appropriation funds are allowed to retain year-end balances 
to finance future expenditures as provided by Act 30 of 1994. The non- 

appropriated funds are not subject to budgetary control. 

J. LEAVE BENEFITS 

Em ployees earn and accum ulate annual and sick leave at various rates, depending on 
their years of service, without lim itation on the balance that can be accum ulated. Upon 
term ination, em ployees or their heirs are com pensated for up to 300 hours of unused 
annual leave at the em ployee's hourly rate of pay but are not com pensated for unused 
sick leave. Upon retirem ent, unused annual leave in excess of 300 hours plus unused 
sick leave are used to com pute retirem ent benefits. The liability for unused annual 
leave payable at June 30, 1995, com puted in accordance with the Codification of 
G overnm ental Accounting and Financial Reporting Standards Section C60.105, is 
estimated to be $2,824,914. The leave payable is not recorded in the accompanying 
special purpose financial statem ents. 

Certain em ployees of the department are eligible to earn com pensatory tim e, as defined 
by the Departm ent of Civil Serv ice and the Fair Labor Standards Act. These em ployees 
can earn and accum ulate one hour or one and one-half hours for each hour of overtim e 
worked, depending on their position and rate of pay. Generally, the em ployees are 
allowed to carry up to 360 hours of accrued com pensatory leave from one calendar year 
to another; however, under federal regulations, certain em ployees are com pensated for 
unused com pensatory leave six m onths after the end of the quarter in which the leave 
was earned. The liability for accrued com pensatory leave at June 30, 1995, com puted 
in accordance with GASB Codification Section C60.105, is estimated to be $187,734. 
Accumulated compensatory leave is not accrued (reflected) in the accompanying special 
purpose financial statem ents. 

K. TOTAL CO LUM N O N BALANCE SHEET 

The total column on the balance sheet is captioned Memorandum Only (overview) to 
indicate that it is presented only to facilitate financial analysis. Data in this colum n does 
not present financial position. Neither is such data com parable to a consolidation. 
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2. LOANS RECEIVABLE 

The departm ent is responsible for certain loan program s that are established by state law. All 
loan balances on Statem ent A are reported at gross, since the departm ent has m ade no 
provision for reporting uncollectible am ounts. Loans are written off when the departm ent 
determ ines them to be uncollectible. A sum m ary of loan activity for the year ended June 30, 
1995. follows: 

Balances at June 30, 1994 
Principal collections 
Reestablish receivable previously 
determined to be uncollectible 
Amounts disbursed or approved 
for loans 

Junior 
Livestock Alligator 
Loan and Market Market 
Farm Youth Commission Development 

Fund Loan Fund Fund Total 

$204,801 
(43,386) 

524 

123,200 

$3,928,242 
(790,982) 

$4,133,043 
(834,368) 

524 

500,000 $1,000,000 1,623,200 

Balances at June 30, 1995 $285,139 $3,637,260 $1,000,000 $4,922,399 

The M arket Com m ission Loan Fund loans are collateralized with property, buildings, or 
equipm ent. W hen a loan goes into default, the departm ent takes appropriate action to take 
possession of the collateral. This collateral is accounted for in the collateral acquired through 
foreclosure account. The collateral is recorded at the rem aining loan balance at the tim e of 
foreclosure and amounts to $89,830 as reported on Statement A. 

3. DUE FRO M/TO OTHERS 

The following is a sum m ary of am ounts due from/to others at June 30, 1995 
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Due from others: 
Federal governm ent 
Other agencies - interagency transfers 
Louisiana Agricultural Finance Authority 
Casino G am ing Proceeds Fund 

License and Regulatory Board 
O ther 

Tota 

Due to others: 
Crawfish Prom otion Board 
Federal G ain Inspection 
Service 
Soybean Prom otion Board 
Rice Prom otion Board 
Rice Research Board 
Catfish Prom otion Board 
Association of Offi cial Seed 
Certifying Agencies 
Southern Com m unity Forestry 
Sum m it 
National Association of State 
Foresters M eeting 

23 

Non- 
Appropriated- 

Major State 
General Revenues and 

Appropriation Incom e not 
Fund Available 

$853,496 
13 

7,608 
583,066 
747,448 

$2,191,631 

Non- 
G eneral Appropriated 

A ppropriation Agency 
Fund Funds 

$500 

1,977 
84,436 

100 
100 
500 

157 

943 

7,987 



DEPA RTM ENT O F AG RICULTURE A ND FO RESTRY 
STATE O F LO UISIA NA 

Notes to the Financial Statements (Continued) 

Due to others: (Cont.) 
Association of Southern Feed, 
Fertilizer, and Pest Control 
Officials 
Best of Louisiana 
Louisiana Agricultural Finance 
Authority 
Feed Com m ission 
Advisory Com m ission on 

Pesticides 
Structural Pest Control 
Com m ission 

Tota 

4. PA YA B LES 

Non- 
General Appropriated 

Appropriation Agency 
Fund Funds 

The following is a sum m ary of payables at June 30
, 1995 

Accounts 
Payable 

$107,184 
25.922 

146.115 

64.269 

$343,490 

$12,303 
7.621 

$116,624 

Accrued 
Payroll Employees 

Payroll Deductions Benefits 
Payable Payable Payables Total 

General appropriation $1,460,217 $1,938,698 $3,398,915 
Soil and W ater Conservation 

Districts Clearing Fund $14
,712 14,712 

Payroll Clearing Fund $246
,179 284,663 530.842 

Total 

5. PENSIO N PLA NS 

$1,460,217 $1,938,698 $246,179 $299,375 $3,944,469 
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full-tim e em ployees are eligible to participate in the system s, with em ployee benefits vesting 
after 10 years of service. 

Contributions to the system s are funded through em ployee contributions and an em ployer 
contribution. The em ployer contributions to LASERS and TRS for the year ended June 30, 
1995, were $2,492,643 and $9,941, respectively. The total current-year payroll of the 
department was $23,309,395, and current-year payroll covered by the retirement systems was 
$21,007,942. Aggregate pension cost for the year was $4,079,225. 

The em ployee contribution rate is established by state statute. The legislature annually sets the 
required em ployer contribution rate equal to the actuarially required em ployer contribution, as 

set forth in LSA-R.S. 11:102. Employees contribute 7.5 percent (LASERS) and 8.0 percent 
(TRS) of covered salaries, and the state is required to contribute 11.9 percent (LASERS) and 
16.2 percent (TRS) of covered salaries to the systems. The department's employer 
contribution is funded by the State of Louisiana through the annual appropriation to the 
departm ent. Benefits granted by the retirement system s are guaranteed by the State of 
Louisiana by provisions of the Louisiana Constitution of 1974. 

PO STRETIREM ENT HEALTH CA RE 
AND LIFE INSURANCE BENEFITS 

The departm ent provides certain continuing health care and life insurance benefits for its retired 
em ployees. Substantially all of the departm ent's em ployees becom e eligible for these benefits 
if they reach norm al retirem ent age while working for the departm ent. These benefits for 
retirees and sim ilar benefits for active em ployees are provided through an insurance com pany 

whose monthly premiums are paid jointly by the employee and the department. The 
departm ent's costs of providing retiree health care and life insurance benefits are recognized as 
expenditures w hen the m onthly prem ium s are paid. For the year ended June 30, 1995, the 
costs of retiree benefits totaled $1,356,232 for 557 retirees. 

7. LOA N G UA RANTEES 

As provided by LSA-R.S. 3:446.1-3:446.7, the Louisiana State M arket Com m ission is 
authorized to provide loan guarantees to facilitate the processing, storing, and m arketing of 
farm products in Louisiana. The Louisiana State M arket Com mission has three loan 
guarantees totaling $717,000 on loans of $1,050,000 at June 30, 1995. The principal balance 
of these loans was $811,220 and an accrued interest balance of $3,052. 

A schedule of these loan guarantees is provided on Schedule 7. These loan guarantees are 
not included in the departm ent's financial statem ents. 
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JUDG M ENTS, CLA IM S, A ND 
SIM ILAR CO NTING ENCIES 

Obligations and tosses arising from judgments, claims, and similar contingen(~les are paid 
through the state's self-insurance fund or by General Fund appropriation and are not reflected 
in the accom panying special purpose financial statem ents. The self-insurance fund is operated 
by the Office of Risk M anagem ent, the state agency responsible for the state's self-insurance 
program . The departm ent also operates the Agricultural Com m odities Self-Insurance Fund as 
described in note 1-A. 

A claim against the departm ent, which is not insured under the program s described above, has 
been m ade under the loan guarantee program discussed in note 7. The departm ent was 
notified on Decem ber 12, 1992, that Bernard M illworks, Inc., whose loan the department had 
guaranteed up to $382,500, was in default on its loan to Premier Bank. However, the 
departm ent disputes its liability for this guarantee because the procedures outlined in the 
guarantee agreem ent were not followed by the lending bank. The departm ent is unable to 
estim ate the am ount of its liability, if any, under this agreement. 

9. LEASE O BLIGATIO NS 

Capital leases, which under generally accepted accounting principles would be an asset and 
liability of the departm ent, are not reflected in the accom panying special purpose financial 
statem ents. The departm ent has capital leases under which it is acquiring equipm ent. 

The following is a schedule of future m inim um 

LEAF), together with the present value of the 
1995: 

Fiscal year: 
1995-96 
1996-97 
Tota~ m inim um tease paym et~ts 

Less - am ount representing interest 

ease payments under capital leases (including 
net m inim um lease paym ents, as of June 30, 

Present value of net m inim um lease payments 

$683,989 
380 

6B4,369 

(19,096) 

$665,273 

In addition to capital leases, the departm ent has noncancelable operating leases. The annua 
operating lease paym ents for the next five fiscal years are presented as follows: 



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

Fiscal Year 

1995-96 
1996-97 
1997-98 
1998-99 
1999-2000 
Therea~er 

Office 
Space Equipment Land Other Tota 

$94,451 
19,893 
14,866 

101 
100 
400 

$135,720 $1,784 $65,24~ 
22,800 519 
1,900 398 

258 
200 

2.689 

$297,204 
43,212 
17,164 

359 
300 

3.089 

Total $129,811 $160,420 $5,848 $65,249 $361,328 

All lease agreem ents have non-appropriation exculpatory clauses that allow for lease 
cancellation if the Louisiana Legislature does not m ake an appropriation for their continuation 
during any future fiscal period. Total operating lease expenditures for fiscal year 1994-95 
amounted to $328,643. 

10. ADVANCES FRO M STATE TREASURY 

The departm ent has received advances from the state treasury for im prest fund operations and 
working capital totaling $48,017 and $1,200,000, respectively. The advances, as reflected in 
the accom panying statem ents, represent a liability to the departm ent and m ust be repaid if not 
authorized annually. 

11. RESERVED FO R CO NTINUING O PERATIO NS 

As shown on Statem ent A, at June 30, 1995, the departm ent has reserves for continuing 
operations totaling $9,954,209, which m ay be retained for future expenditures as follows: 

Fund 

Fertilizer Fund 
Feed Com m ission Fund 
Agricultural Com m odity Com m ission 
Self-Insurance Fund 
Alligator M arket Developm ent 
Authority 
Junior Livestock Loan and 
Farm Youth Fund 

M arket Com m ission Loan Fund 

27 

Louisiana Law 
or Restricted 

Revised Statute Balance 

3:1317(1)(C) 
3:1907(A)(3) 

$833,923 
717.047 

3:3410.1(D)(2) 543,478 

3:559.10(B) 1,000,000 

Act 30 of 1994 
Act 30 of 1994 

385,669 
5.617.769 
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Fund 

Indian Creek Reservoir and 
Recreation Fund 
Nursery Fund 
Sm all Business Adm inistration - 
Tree Planting Program 
Food Distribution G rant 
Office of Anim al Health 

Total 

Louisiana Law 

or Restricted 
Revised Statute Balance 

Act 30 of 1994 
Act 30 of 1994 

39:82(C) 
39:82(C) 
39:82(B) 

$6,620 
508.287 

202,705 
46,571 
92.140 

$9,954,209 

These reserves relate to programs that are not subject to an annual appropriation and the 
lapsing provisions of the annual appropriation act or to appropriations in which the legislature 
has authorized the department to retain the fund balance of the program for future operations of 
the program . 

12. RESERVED FO R DEBT SERVICE 

As shown on Statem ent A, at June 30, 1995, 
w ithin the Pesticide Registration Fund tota 

3:3210(C). 

13. FUND DEFICIT 

the departm ent has reserv es for debt serv ice 
ng $688,227 in accordance with LSA-R.S. 

The General Appropriation Fund had a deficit of $686,155 for the year ended June 30, 1995. 
The deficit was the result of the recognition of accrued salaries and related benefits. The deficit 
will be resolved by paying for salaries and related benefits from fiscal year 1996 funds. 

14. A DJUSTM ENTS TO FUND BA LANCE 
AT BEG INNING O F YEAR 

Adjustments to the beginning fund balance of the General Appropriation Fund, as shown on 
Statem ent B, are detailed as follows: 

28 
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Surplus rem itted to G eneral Fund 

Expenditure adjustment 
Revaluation of assets seized in foreclosures 

Tota 

15. OTHER CHARG ES 

$823 
47,772 

266.748 

$315,343 

In accordance with the instructions of the Division of Adm inistration, State Budget Office, 
certain expenditures of the departm ent are designated as other charges. The other charges 
expenditures of $5,893,270, as shown on Statement B, are detailed on Schedule 6. 

The State Budget Office has designated these funds in this m anner to m aintain control of 
certain expenditures for specific program s and pass-through funds to subrecipients. Under 
generally accepted accounting principles, these expenditures would have been recognized 

within their proper expenditure categories and objects. 

16 OTHER A PPROPRIATED 

FINANCING SOURCES (USES) 

As shown on Statement B, the department had other appropriated financing sources (uses) 
These am ounts represent transfers in and out as follow s: 

Transfers in: 
Louisiana Agricultural Finance Authority 
Feed Com m ission 
Fertilizer Com m ission 
Forest Protection Fund 
Casino Gam ing Proceeds Fund 
Alligator M arket Developm ent Fund 

Total other appropriated financing sources 
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G eneral 
Appropriation 

$103,816 
545,284 
586,210 
770,504 
583,066 

1.000.000 

$3,588,880 
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Transfers out: 
Louisiana Agricultural Finance Authority: 
Building debt 
Construction expenditure 
M iscellaneous 

Pesticide Fund 
Feed Com m ission 
Structural Pest Control Com m ission 

Total other appropriated financing uses 

17. NO N-M O NETA RY FEDERA L PRO G RAM S 

G eneral 
Appropriation 

$1,131,242 
310,535 
15,190 
146,115 
25,922 
64.269 

$1,693,273 

The accom panying financial statem ents do not include food com m odities distributed by the 
departm ent under the Tem porary Em ergency Food Assistance and Food Distribution Program s, 
Catalog of Federal Dom estic Assistance Nos. 10.569 and 10.550, respectively. During the year 
ended June 30, 1995, the department recorded food distributions totaling $23,209,581 for these 

program s. 

18. FINANCIAL AG REEM ENTS W ITH LO UISIANA 
AG RICULTURAL FINANCE AUTHO RITY 

The departm ent has a lease-purchase agreem ent with the Louisiana Agricultural Finance 

Authority (LAFA). LAFA was organized to provide affordable interest rates for investment in 
agricultural products, com m odities, and services by providing capital and credit at interest rates 
within the financial m eans of persons and businesses engaged in agriculture and agricultural 
exports. LAFA is a com ponent unit of the State of Louisiana and is audited separately from the 
departm ent. 

LAFA issued $6 m illion in revenue bonds for the purpose of acquiring, constructing, renovating, 
and equipping an office building (5825 Florida Boulevard in Baton Rouge) and related facilities 
for use by the Departm ent of Agriculture and Forestry in connection with the prom otion and 
assistance of agriculture and forestry w ithin this state. O n August 29, 1988, the departm ent 
took possession of the facilities under the term s of the agreem ent. The term of the lease 
agreem ent is from August 29, 1988, to O ctober 1, 2003, or such earlier tim e as the bonds have 
been paid or provision for their paym ent has been m ade in accordance w ith the agreem ent. In 
addition to the base rental paym ents to cover debt serv ice on the bonds and related bond 
expenses, the departm ent agreed to pay additional taxes, assessm ents, and insurance 
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prem ium s. The department has assum ed all costs of m aintaining and operating the facility 
during the term of the agreem ent. The rental payments are to be m ade from m onies 
appropriated to the departm ent from the Feed and Fertilizer Fund for that purpose. In 
accordance with the lease-purchase agreem ent, rental paym ents are due ten business days 
before any interest paym ent date for the bonds or any other date that any paym ent of interest, 
prem ium , if any, or principal is required to be m ade in respect of the bond issue pursuant to the 
indenture. 

O n M arch 20, 1992, LAFA approved the conversion of variable interest rate bonds to a fixed 
rate and accepted a com m itm ent from previous bondholder to purchase the fixed rate bonds 
and assign them to the new trustee. The amount of conversion was $5,100,000 with an interest 
rate of 6.5 percent. The bonds are secured by "Departm ent Docum ents" - Assignm ent of Feed 
and Fertilizer Revenues dated August 1, 1988; Assignm ents of Leases and Rents dated 
August 1, 1988; Collateral Pledge Agreem ent dated August 1, 1988; and a Collateral M ortgage 
and Collateral Chattel M ortgage dated as of August 1, 1988. 

On M ay 7, 1992, the departm ent elected to exercise its option to convert the interest rate on the 
bonds to a fixed rate pursuant to Section 201 of the 1988 indenture and LAFA has approved 
said conversion pursuant to a resolution of LAFA on M arch 20, 1992, as noted above. The 
departm ent and LAFA have entered into a First Supplem ental Lease Agreem ent to properly 
record the resignation of the original trustee and appointm ent of successor trustee and transfer 
of trust estate. The agreem ent also acknowledged the conversion to a fixed rate on the bonds 
and changed the interest paym ent dates to April 30 and October 30 of each year, com m encing 
O ctober 30, 1992, and expiring O ctober 30, 2002. The lease paym ents are to be m ade at least 
three business days before January 30, April 30, July 30, and O ctober 30 of each year, 
com m encing at least three business days before July 30, 1992. At June 30, 1995, the 
outstanding balance of the bonds is $3,900,000 with interest of $1,079,325. 

O n April 30, 1990, the Board of Supervisors of Louisiana State University and Agriculture and 

Mechanical College (University), the Louisiana Department of Agriculture and Forestry 
(Department), and the Louisiana Agricultural Finance Authority (LAFA) entered into a 
cooperative agreem ent for the purpose of constructing, equipping, and m aintaining a building 
on the Agriculture Center cam pus of the University to house the feed, fertilizer, and pesticide 
testing laboratories, adm inistrative offices, and related support facilities for the benefit of the 
University, the Departm ent, and the public of the State of Louisiana. O n July 1, 1992, LAFA 
issued $3,100,000 in Agriculture Revenue Bonds (Ag Chemistry Laboratory Project), Series 
1992, which are secured by pesticide fees collected by the Department. These bonds were 
issued to defray the cost for constructing and equipping the building described above. The 
bonds m ature on M arch 1, 2002, and bear interest at the com pound rate of 6.5 percent on 
January 15 and July 15 of each year beginning January 15, 1993. At June 30, 1995, the 
outstanding balance of the bonds is $2,320,000 with interest of $640,575. On July 1, 1992, 
LAFA and the Departm ent entered into a Sublease Agreem ent to provide a source of paym ent 
for the bonds. 
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The following is a schedule of principal and interest paym ents on the financial agreem ents with 
LAFA: 

Issue 

Agriculture Building - Florida 
Boulevard 

Agriculture Chem istry Building - 
LSU 

Tota 

Date of Issue 
O rigina 
Issue 

O utstanding 
July 1, 1994 

M ay 7, 1992 $5,100,000 $4,325,000 

July 1, 1992 3,100,000 2,575,000 

$8,200,000 $6,900,000 

The annual requirem ents for the financial agreem ents outstanding at June 30, 1995, are as 
follows: 

Fi$oa! Y~  

1996 
1997 

1998 
1999 
2000 

Subsequentyears 

Total 

19. ANCILLARY APPRO PRIATIO NS 

Agriculture 
Agriculture Chem istry 
Building - Building - 
Florida LSU in 

Boulevard Baton Rouge Tota 

$708,5O0 
708,925 

712,400 
708,600 
712,850 

1.428.050 

$425,8OO 
422,925 

419,075 
424,250 
422,800 
845.725 

$1,134,300 
1,131,850 

1,131,475 
1,132,850 
1,135,650 
2.273.775 

$4,979,325 $2,960,575 $7,939,900 

Included in the G eneral Appropriation Fund in the accom panying financial statem ents are 
ancillary appropriations, w hich are generally m ade to fund m inor enterprise activities, m ade to 
the departm ent in accordance with Act 30 of 1994. Accounting records are m aintained by the 
departm ent to identify activity in the auxiliary funds. At June 30, 1995, the accounts of the 
auxiliary funds reflect the balances shown on Schedule 8. 
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Interest 
O utstanding Interest O utstanding 

Redeem ed June 30, 1995 Maturities Rate June 30. 1995 

$425,000 $3,900,000 1996-2002 6.50% $1,079,325 

255,000 2,320,000 1996-2002 6.50% 640.575 

$680,000 $6,220,000 $1,719,900 
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20. DEFERRED CO M PENSATIO N PLAN 

Certain em ployees of the Departm ent of Agriculture and Forestry participate in the Louisiana 
Deferred Com pensation Plan adopted under the provisions of Internal Revenue Code Section 
457. Com plete disclosures relating to this statew ide pTan are available in the financial 
statem ents of the State of Louisiana. 

LEASE O F THE CATFISH PROCESSING PLANT 

The Louisiana Departm ent of Agriculture and Forestry, through the State M arket Com m ission, 
became a loan guarantor as allowed by LSA-R.S. 3:446.3(F)(6) for Louisiana Catfish, 
Incorporated, on April 22, 1987. Louisiana Catfish, Incorporated, a catfish processing plant, 

was placed under a receiver by a state judge on September 14, 1990. The receiver placed the 
com pany in federal bankruptcy on Septem ber 17, 1990. 

To protect itself as a loan guarantor, the State M arket Com m ission purchased the catfish plant 
on Decem ber 18, 1990, for $1,650,000 by an act of sa?e with an assumption of mortgage owed 
to Concordia Bank and Trust of $1,350,916. On February 4, 1991, the State Market 
Com m ission entered into a lease-purchase agreem ent with Cargill, Incorporated, for 10 years. 
O n Decem ber 15, 1993, Cargill, Incorporated, canceled its lease of the catfish plant. O n this 
sam e date, Southern Farm Fish Processors, Incorporated, an Arkansas corporation, entered 
into a lease on the catfish plant that resulted in no break in the plant's operations. The lease is 
for a term of three years with the option to renew the lease for three separate successive one- 
year periods with the same terms and conditions. Monthly rental payments are $23,882. The 
balance of the capital lease receivable to the State M arket Com m ission at June 30, 1995, is 
$3,092,369. Of the monthly payments, $8,882 will be paid directly to Concordia Bank and Trust 
and the balance of the paym ents m ailed to the State M arket Com m ission. The change in the 
m ortgage payable to Concordia Bank and Trust Com pany follows: 

Balance at July 1, 1994 
Less m ortgage principal paym ents 

m ade by Southern Farm 

Balance at June 30. 1995 

$770,679 

(62,946) 

$707,733 

The lease paym ents received and the reduction of the m ortgage are reported in the M arket 
Com m ission Loan Fund. 

22. ASSET PURCHASE AG REEM ENT 

The Market Commission paid $1,057,500 in loan guarantees ($337,500 to Acadia State Bank 
and $720,000 to Evangeline Bank & Trust) on July 10, 1992, and acquired through foreclosure 
a vegetable processing plant. O n August 31, 1992, the M arket Com m ission entered into an 
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asset purchase agreem ent with the Northland Acquisition Corporation for the sale of the plant 
for $650,000. The M arket Commission received $30,000 and accepted a $620,000 promissory 
note, at zero percent interest, for the balance of the $650,000 sale price. 

The paym ent term s of the prom issory note provide Northland Acquisition Corporation to m ake 
paym ents as follows: for the quarters ending July 31, 1993, and O ctober 31, 1993, an am ount 

equal to two percent (2%) of buyer's net sales; for the quarters ending January 31, 1994, 
April 30, 1994, July 31, 1994, and O ctober 31, 1994, an am ount equal to two and one-half 

percent (2~%) of buyer's net sales; for the quarters ending January 31, 1995, April 30, 1995, 
July 31, 1995, and October 31, 1995, an amount equal to three percent (3%) of buyer's net 
sales; for the quarters ending January 31, 1996, April 30, 1996, July 31, 1996, and O ctober 31, 

1996, an amount equal to three and one-quarter percent (3~%) of buyer's net sales; for the 
quarters ending January 31, 1997, April 30, 1997, July 31, 1997, and October 31, 1997, an 
amount equal to three and one-half percent (3~%) of buyer's net sales; and, commencing on 
the last day of January 1994, until and including the last day of Septem ber 1997, buyer shall 
make monthly payments to seller in the amount of $3,000. On November 30, 1997, buyer shall 
pay to seller an am ount equal to the difference, if any, between the sum of the quarterly and 

monthly payments and the $620,000. 

O n July 1, 1993, the com m ission subordinated its first m ortgage rights on the collateral 
m ortgage offered as security for the prom issory note to Rapides Bank & Trust Com pany at 
w hich tim e Northland Acquisition Corporation obtained additional funding from the bank. The 
balance of the asset purchase agreem ent due to the M arket Com m ission at June 30, 1995, is 
$619,362. 

23. SUBSEQ UENT EVENTS 

On Novem ber 17, 1995, Rapides Bank & Trust Com pany placed Northland Acquisition 
Corporation, discussed in note 22, in default on the outstanding bank loan balance of $322,894. 
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SCHEDULE O F NON-APPRO PRIATED REVENUES - MAJO R 
STATE REVENUES A ND INCO M E NO T AVAILABLE 

Schedule 1 reflects major state revenues and income not available collected by the department 
during the year that were not available to the departm ent for expenditures. 

SCHEDULE O F CHA NG ES IN BA LANCES - NO N-A PPRO PRIATED - 
SOIL AND W ATER CO NSERVATION DISTRICTS CLEARING 

AND PAYRO LL CLEARING FUNDS 

Schedule 2 presents the changes in balances resulting from the activities of the Non- 
Appropriated - Soil and W ater Conservation Districts Clearing and Payroll Clearing Funds that 
are under the control of the departm ent. 

SCHEDULE O F CHANG ES IN BA LANCES - 
OTHER AGENCY FUNDS 

Schedule 3 presents the changes in balances resulting from the activities of other agency funds 
that are under the control of the departm ent. 

SCHEDULE O F A DJUSTM ENTS TO O RIG INA L 
A PPROVED BUDG ETS - A PPRO PRIATED FUNDS 

Adjustments to the original approved budgets, as shown on Schedule 4, are presented to 
describe the am endm ents to the am ounts originally appropriated by the Louisiana Legislature 
by Act 15 of 1994. 

SCHEDULE O F PER DIEM PA ID CO M M ISSIO N M EM BERS 

The per diem paid com m ission mem bers is presented on Schedule 5
, as required by House 

Concurrent Resolution No. 54 of the 1979 Session of the Louisiana Legislature
. 



SCHEDULE O F OTHER CHARG ES EXPENDITURES - 
A PPRO PRIATED FUNDS 

In accordance w ith instructions of the Division of Adm inistration, State Budget Office, certain 
expenditures of the departm ent are budgeted as other charges. Schedule 6 provides the 
detairs of this category of expenditures show n on Statem ent B . 

SCHEDULE O F LOAN G UARANTEES FO R THE 
LO UISIANA STATE MARKET CO M M ISSIO N 

Louisiana Revised Statutes 3:407 and 3:446.1-3:446.7 authorize the Louisiana State M arket 
Com m ission to m ake loan guarantees. Schedule 7 provides the details for the various loan 
guarantees extended by this com m ission. 

SCHEDULE O F AUXILIARY ACCO UNT BALANCES - 
ANCILLARY APPRO PRIATION FUNDS 

Schedule 8 presents the account balances of the various auxiliary funds at June 30
, 1995 
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INCO M E NOT AVA ILABLE 

Schedule of Non-Appropriated Revenues 
For the Year Ended June 30, 1995 

NON-APPROPRIATED 

Income not available - m iscellaneous 

Major state revenues: 
Licenses, perm its, and fees 

Agriculture Finance Authority - interest income 

Alligator M arket Developm ent - interest inco me 

Fertilizer Com mission - interest income 

M iscellaneous 

Subtotal - major state revenues 

Total non-appropriated revenues 

38 

CASH 

RECEIPTS 

THROUGH 

JUNE 30.1995 

$11 +940 

15,705 

9,543 

12,894 

12 

15.789 

Schedule 1 

ACCOUNTS 

RECEIVABLE 

AT 

JUNE 30,1995 TOTAL 

15,785 

9,543 

12,894 

12 

15.789 

53,943 80 54.023 

$65,883 $65,98 
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NO N-A PPRO PRIATED - SO IL A ND W ATER 
CO NSERVATIO N DISTRICTS CLEARING 
AND PAYRO LL CLEARING FUNDS 

Schedule of Changes in Balances 
For the Year Ended June 30. 1995 

BALANCES AT BEG INNING O F YEAR 

A DDITIO NS 
Transfers from soil and water districts 

Transfers from general appropriation 
Total 

DEDUCTIO NS 
Payroll, deductions, and em ployee benefits 

BALA NCES AT END O F YEAR 

39 

SO IL AND W ATER 
CO NSERVATION 

DISTRICTS 
CLEARING 

Schedule 2 

PAYRO LL 

CLEARING 

$6,062 $518,446 

1.280.180 
12,112,036 

1,286,242 12,630,482 

1,271,530 12,099.640 

$14,712 $530,842 
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Schedule of Changes in Balances 
For the Year Ended June 30, 1995 

BALANCES AT BEGINNING OF YEAR 

ADDITIONS 

Assessments and fees 

Registration fees 

interest 

Total additions 

Tota 

DEDUCTIONS 

Rem ittances to boards 

Refunds 

Collection fees 

Rem ittances to federal government 

Conference fees 

M iscellaneous 

Total deductions 

BALANCES AT END OF YEAR 

FEDERAL 

CRAW FISH GRA IN SOYBEAN RICE RICE 

PROMOTION INSPECTION PROMOTION PROMOTION RESEARCH 

BOARD SERVICE BOARD BOARD BOARD 

$500 $5,203 $100 $100 

87,064 2.874 1,020,344 858,205 859,028 

1.665 

87,064 2,874 1,022,009 858,205 859,028 

87,564 5,135 1,027,212 858,305 859,128 

84,452 

2.612 

3,158 

846,205 

12.000 

87,064 3,158 942,776 858,205 

$1,977 $84,436 $100 $100 



Schedule 3 

ASSOCIATION 
ASSOCIATION OF SOUTHERN 

OF OFFICIAL SOUTHERN NATIONAL FEED, 

CATFISH SEED COMMUNITY A SALUTE ASSOCIATION FERTILIZER AND 

PROMOTION CERTIFYING FORESTRY TO SMOKEY OF STATE PEST CONTROL BEST OF 

BOARD AGENCIES SUMMIT BEAR FORESTERS OFFICIALS LOUISIANA TOTAL 

$500 

72.892 

$5.562 

757 

$1.423 $620 

4.490 

NONE 

$10.800 

NONE 

$21,100 

NONE 

$11,796 
45 

$16.269 

2,900,407 

48,943 

1.710 
72,892 757 NONE 4,490 10,800 21.100 11,841 2.951.060 

73,392 6,319 1,423 5,110 10,800 21,100 11.841 2.967.32g 

53,499 

17,206 

2.187 

72.892 

$500 

6.162 

6.162 

$157 

480 

$943 

5.110 

5.110 

NONE 

41 

2.813 

2.813 

$71987 

81797 

8.797 

$12,303 

4.220 

$7,621 

2,743,986 

35,180 

40.799 

3,158 

27,102 

480 

2.850.705 

$116.624 
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Schedule of Adjustments to Original 
Approved Budgets 
For the Year Ended June 30, 1995 

Original approved budget 

Increases for: 

Self-generated revenues: 

Poultry program 

Equine identification program 

Egg inspection fees 

Agriculture com modities division 

Federal funds for the Office of Forestry 

To allow for the purchase of equipment 

for the ISIS Budget Development System 

To allow for the paym ent of the one 

time salary supplement 

Total Budget Amounts 

42 

AUXILIARY 

JUNIOR 

LIVESTOCK 

LOAN AND MARKET 

GENERAL FARM YOUTH COM M ISSION 

APPROPRIATION FUND LOAN FUND 

199,694 

276,500 

265,000 

259,958 

2.343,318 

35,880 

583.066 

$49,306,455 

$620,000 

$620,000 

$5,001,000 

$5,001,000 



APPROPRIATIONS 

AGRICULTURAL 

COMMODITIES ALLIGATOR 

INDIAN CREEK COMMISSION MARKET 

RESERVO IR AND SELF- DEVELOPM ENT 

RECREATION NURSERIES INSURANCE AUTHORITY 

AREA FUND FUND FUND FUND TOTAL 

$290,000 $1,445,323 $150,000 $1,000,000 $53,849,362 

$290,000 $1,445,323 $150,000 $1,000,000 

199,694 

276,500 

265,000 

259,958 

2.343.318 

35,880 

583.066 

$57,812,778 

Schedule 4 
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Schedule of Per Diem  Paid Com m ission M em bers 
For the Year Ended June 39, 1995 

LO UISIANA ADVISO RY CO M M ISSIO N 
O N PESTICIDES 
Virgil J. Bourque, Jr. 
Bonnie Broussard 
G rady Coburn 
Doug Duty 
M ax Edwards 
Randy Lanetot 
Zoren O 'Brien 

Gary N. Pope (Ph.D.) 
Todd Robert 
G ary Ross 
Ray Thornton 
M ike Vasco 

Total 

STA TE M A RKET CO M M ISSIO N 
Joseph Accardo, Sr. 
Elvadus Fields 
Jam es Noel 
Bartol Taliancich 
Owen Vineyard 

Tota 

LO UISIANA CO M M ISSIO N O F 
W EIG HTS A ND M EASURES 
Roy Am adee 
Dave Cattar 
Louis Dupuy 
G . L. M ichelli 
Joseph M oreaux 
John O 'Neill 
Ronnie Stratton 
M orris W einstein 

Tota 

(Continued) 

Schedule 5 

NUM BER AM O UNT 

3 
1 
3 
2 
3 
3 
1 
2 

$1,000 

$40 
40 
40 
40 
40 

$200 

$120 
40 
120 
80 
120 
120 
40 
80 

$720 
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DAIRY STABILIZATIO N BOARD 
H  H. Eacobee 
George M cKenzie 
Hillar M oore 
Vernon Toups 

Tota 

LO UISIANA AG RICULTURAL 
CO M M O DITIES CO M M ISSION 
J. B. Broussard 
Floyd Carter 
Ted G laser 
Jam es Hoppe 
Joe Jackson 
Rodney Kendrick 
W alter M orales 
M orris W einstein 

Tota 

STATE SO IL AND W ATER CO NSERVATION 
CO M M ITTEE 

A. Lee Allee 
Pedro Angelle 
Harry R. Henderson 
Stirling M elancon 
Richard Netterville 
Terry J. Sm ith, Chairm an 
Thad Spurlock 

Tota 

HO RTICULTURE CO M M ISSIO N O F LO UISIA NA 
M ark A. Bergeron 
W illiam L. Hines, Jr. 
Fred Hoogland 
Roger D. M ayes 
Dennis M cCIoskey 

Total 

(Continued) 

Schedule 5 

NUM BER AM O UNT 

9 
10 
1 
9 
9 
9 
10 

$60 
60 
60 
60 

$240 

$160 
160 
80 
120 
80 
160 
80 
40 

$880 

$315 
350 
35 
315 
315 
315 
350 

$1,995 

$80 
40 
40 
40 
40 

$240 
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ALLIGATO R M ARKET DEVELO PM ENT AUTHO RITY 
John Donahue 

(Concluded) 
46 

Schedule 5 

NUM BER AM O UNT 

1 $40 
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A PPRO PRIATED FUNDS 

Schedule of Other Charges Expenditures 
For the Year Ended June 30, 1995 

M anagem ent and Finance: 
Aid to needy fam ilies 
Inform ation Search, Incorporated, W orkforce 
U.S. Departm ent of Agriculture - Southwest 
Regional Office - Com m odity 

Audit Fee 
M arketing: 
Future Farm ers of Am erica Cooperative Agreem ent 
Southern University Agreem ent 
Product Prom otion 
Rodeo 
Adm inistrative Fees 

Soil and W ater Project 
Egg Incentive 
Audit Fee 
Anim al Health: 
Alligator Prom otion 
LSU Diagnostic Laboratory 
Veterinarians 
U.S. Departm ent of Agriculture - Fruit and Vegetable 
Federal Cooperative Agreem ents: 
M eat & Poultry Inspection 
Poultry and Egg G rading Program 
Forestry: 
Forestry Federal Excess Property 
Urban Forestry Assistance/Hurricane Andrew Recovery 
Stewardship Program 
Urban & Com m unity Forestry Assistance 
Cooperative Forest Health Program 
Urban Forestry Assistance/Natural Resource 
Conservation Education 
Sm all Business Adm inistration 
Seed Orchard 
Departm ent of Environm ental Q uality/Best M anagem ent Practices 
Soil and W ater Districts O perating Funds 
Soil and W ater Contract Funds 
Pesticide Program : 
Health and Hospitals 
Form osan Term ite 

Pesticide Certification (LSU) 

(Continued) 
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Schedule 6 

$454,241 
15.939 

4,120 
116.150 

9,966 
12,759 
94,850 
24,999 
1,485 

114,098 
80,911 
12,240 

49,847 
608,088 
132,076 
8.087 

85,813 
125.929 

100,805 
1,141,668 
126,144 
158,893 
25.178 

4,260 
171,004 
195,188 
5,000 

1,391,649 
222.064 

25,000 
30,000 
7.770 



(Concluded) 
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Schedule 6 

$4,545 
31,120 
17,642 
203,496 
27,654 
15,528 
20,113 
14,192 
2.759 

$5,893,270 



DEPARTM ENT O F AG RICULTURE AND FO RESTRY 
STATE O F LO UISIA NA 
LOAN G UARANTEES 

Schedule of Loan G uarantees for the Louisiana 
State M arket Com m ission 
For the Year Ended June 30, 1995 

Loan guarantees authorized by LSA-R.S. 3:446.6 

Bernard Millworks, Incorporated 
Eppinette Distributing Company, Incorporated 

Food Innovisions, Incorporated 

Tota 

49 

LOAN GUARANTEED 

AMOUNT AMOUNT 

$600,000 
100,000 

350.000 

$1,050,000 

$382,500 
72,000 

262.500 

$717.000 



BANK 

Prem ier Bank 

Louisiana Bank of Ouachita Parish 
Orleans Bank and Trusl 

OUTSTANDING BALANCE 

JUNE 30, 1995 

PRINCIPAL INTEREST 

$600,000 
76,133 

135,087 

$811,220 

$133 
2,919 

$3,052 

Schedule 7 



DEPARTM ENT O F AG RICULTURE AND FORESTRY 
STATE O F LO UISIANA 
A NCILLA RY A PPRO PRIATIO N FUNDS 

Schedule of Auxiliary Account Balances 
For the Year Ended June 30, 1995 

Cash and cash equivalents 

Lease receivables 

Loans receivable 
inventory of materials and supplies 

Collateral acquired through foreclosure 
Accounts payable 

Mortgage payable 

Advances due to state treasury 
Reserved for continuing operations 

Reserved for inventory of materials and supplies 
Revenues 

Expenditures 

JUNIOR 

LIVESTOCK 

LOAN AND MARKET 

FARM YOUTH COMM ISSION 
FUND LOAN FUND 

$98,529 

287,140 

385,669 

12.516 

$706,043 
3,092,369 
3,637,260 

89,830 

707,733 

1,200,000 
5,617,769 

176,413 
294.113 



 

AGRICUL'[URAL 
INDIAN CREEK COMM ODITIES ALLIGATOR 
RESERVO IR AND COM M ISSION MARKET 

RECREATION NURSERIES SELF-INSURANCE DEVELOPMENT 

AREA FUND FUND FUND FUND 

$12,137 
9.728 

$489,187 $543,478 
46.504 

423.517 

15,245 27,404 

6.620 

260,871 

254.251 

508,287 
423,517 

1,340,646 

1,140,256 

$1,000,000 

543,478 1.000,000 

86,460 

95.000 

52 
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OTHER REPO RTS REQ UIRED BY 

G O VERNM EN T A UDITING STANDARDS 

The following pages contain reports on internal control structure and com pliance with laws and 
regulations required by Governm ent Auditing Standards

, issued by the Com ptroller G eneral of 
the United States. The report on internal control structure is based solely on the audit of the 
financial statem ents and includes, w here appropriate

, any reportable conditions and/or m aterial 
weaknesses. The report on com pliance with laws and regulations is

, likew ise, based solely on 
the audit of the presented financial statem ents and presents

, where applicable, com pliance 
m atters that would be m aterial to the presented financial statem ents. 
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Baton Rouge, Louisiana 
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W e have audited the special purpose financial statem ents of the Louisiana Departm ent of 
Agriculture and Forestry as of and for the year ended June 30, 1995, and have issued our 
report thereon dated June 3, 1996. 

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 w hether the financial statem ents are free of m aterial m isstatem ent. 

M anagem ent of the Louisiana Departm ent of Agriculture and Forestry is responsible for 
establishing and m aintaining an internal control structure. In fulfilling this responsibility, 
estimates and judgments by management are required to assess the expected benefits and 
related costs of internar control structure policies and procedures. The objectives of an internal 
control structure are to provide m anagem ent with reasonable, but not absolute, assurance that 
assets are safeguarded against loss from unauthorized use or disposition, and that transactions 
are executed in accordance with m anagem ent's authorization and recorded properly to perm it 
the preparation of the special purpose financial statem ents in accordance with legally 
prescribed procedures. Because of inherent lim itations in any internal control 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 procedures may become inadequate 
because of changes in conditions or that the effectiveness of the design and operation of 
policies and procedures m ay deteriorate. 

In pranning and perform ing our audit of the special purpose financial statem ents of the 
Louisiana Departm ent of Agriculture and Forestry for the year ended June 30, 1995, we 
obtained an understanding of the internal control structure, exclusive of certain controls relating 

to the statewide computer system that were subjected to separate consideration. W ith respect 
to the internal control structure, we obtained an understanding of the design of relevant policies 
and procedures and whether they have been placed in operation, and we assessed control risk 
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in order to determ ine our auditing procedures for the purpose of expressing our opinion on the 
special purpose financial statem ents and not to provide an opinion on the internal control 
structure. Accordingly, we do not express such an opinion. 

W e noted certain m atters involving the internal control structure and its operation that we 
consider to be reportable conditions under standards established by the Am erican Institute of 
Certified Public Accountants. Reportable conditions involve m atters com ing to our attention 
relating to significant deficiencies in the design or operation of the internal control structure that, 

in our judgment, could adversely affect the department's ability to record, process, summarize, 
and report financial data consistent with the assertions of m anagem ent in the special purpose 
financial statem ents. 

Controls Over Com puter Equipm ent 

The Department of Agriculture and Forestry (department) has not established adequate 
internal control procedures over its com puter equipm ent. A good internal control 
structure requires that adequate controls be in place to ensure that the acquisition, 
valuation, and disposition of m ovable property is accurately reflected in the accounting 
records and that the location of all m ovable item s is m onitored and updated frequently. 
In addition, a proper segregation of duties is necessary to safeguard assets and ensure 
that errors and/or irregularities are detected within a tim ely period. In our test of 15 
transactions, the following weaknesses were noted: 

The departm ent did not m aintain the docum entation used to support the 
value of certain equipm ent reflected on the property control listing. The 
departm ent routinely adds com puter enhancem ents to existing equip- 
m ent. However, the departm ent could not provide the com putations to 

support the adjusted values of the equipment. 

The departm ent has not enforced established procedures to ensure that 
the property control m anager is notified when the equipm ent changes 
locations. In one instance, com puter personnel could not locate a laptop 
com puter because the location noted on the property control listing was 
obsolete. After an extensive search, the com puter w as located in 
Shreveport. 

The departm ent has not established adequate segregation of duties in 
that the individual w ho initiates the com puter purchases is also 
responsible for tracking the location of com puter equipm ent. 
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M anagem ent has not placed sufficient em phasis on controls. These weaknesses in 
controls increase the risk that errors and/or irregularities could occur and rem ain 
undetected. 

The Departm ent of Agriculture and Forestry should develop procedures to ensure that 
the valuation of com puter equipm ent is adequately supported and the location is 
m onitored and updated frequently. In addition, duties should be segregated to ensure 
that com puter equipm ent is safeguarded and errors and/or irregularities are detected in 
a tim ely m anner. In a letter dated M ay 28, 1996, M r. Richard Allen, Assistant 
Com m issioner. stated: 

The Departm ent disagrees with this finding as it relates to internal contro 
procedures over com puter equipm ent. 

The Departm ent m aintains docum ents to support the value of equipm ent 
as reflected on the property control list. At one tim e, the Departm ent 
added enhancem ents to existing equipm ent to accurately reflect the 
value of the equipm ent. The value of those enhancem ents were obtained 
from the invoices that are stored in the Departm ent's vendor files. A copy 
of those invoices m ay not be attached to the inventory listing in all cases 
sim ply as an effort to reduce duplication of paper work. Those invoices 
could be provided if necessary. 

The Departm ent currently has in excess of 1200 pieces of com puter 
equipm ent. It is com m on that certain pieces are m oved to different 
locations to be used w hile repairs are m ade, or to be exchanged by the 
divisions, based on the needs of a particular office. W e utilize a system 
whereby the com puter section notifies the property control m anager when 
pieces of equipm ent are relocated or loaned between divisions, etc. The 
paper work involved m ay lag behind the actual m ovem ent of equipm ent; 
however, as was indicated in the auditor's exam ple, the equipm ent was 
located. To m y knowledge, the Departm ent has only one piece of 
com puter equipm ent that cannot be located, and we believe it was stolen, 
w hich is reported on our property control listing. W e are confident that 
we have a good track record for m anaging all property under our control. 

As m entioned above, the Departm ent utilizes a system w hereby 
com puter personnel report to the property control m anager regarding the 
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location of com puter equipm ent. O ur property control m anager has 
ultim ate responsibility for inventorying these item s at least annually, 
therefore, I do not understand the portion of the finding relating to 
segregation of duties. There are no weaknesses in this area that we can 
identify. 

Our Departm ent has always placed em phasis on em ployees' 
responsibility for all types of equipm ent assigned to them . W e will 
continue to review Departm ent procedure to ensure that state assets are 
safeguarded. 

Additional Com m ents: Although the departm ent m aintains that invoices could have 
been pTovided to support the ~,a~ue of com puter equipm ent and enhancem ents, the 
departm ent was unable to do so at the tim e of our audit nor has any subsequent 
docum entation been offered. 

In a good internal control system , the paper w ork docum enting a change in location of 
equipm ent would not lag between the actual change in location but would occur 
sim ultaneously with the change. W hen paper work is not initiated at the sam e tim e that 
property locations are changed, there is increased risk that property w ill becom e lost or 
m isappropriated. This risk is even greater because the departm ent does not have 
proper segregation of duties between the purchasing and custodial responsibilities for 
com puters. As stated by the department, its system of controls does charge the 
property control m anager with the ultim ate responsibility of perform ing an annual 
property inventory. However, in practice, the property m anager relies upon com puter 
personnel to perform this function. 

The departm ent should ensure that the valuation of com puters is supported, that 
locations are updated tim ely, and that duties be segregated such that errors and/or 
irregularities would be detected in a tim ely m anner in the norm al course of an 
em ployee's assignm ents. 

Travel and Petty Cash Im prest Fund 

For the third consecutive year, the Departm ent of Agriculture and Forestry did not 
reconcile its travel and petty cash imprest fund to the authorized amount of $45,067. 
G ood internal controls require reconciliation of the account to the authorized am ount to 
ensure proper accounting for the funds. At June 30, 1995, the im prest fund bank 
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balance is $55,117, or $10,050 in excess of the amount authorized by the State 
Treasurer. The excess was identified to include the following: 

Interest earnings of $116 that was remitted to the treasury on 
Septem ber 11, 1995. 

Retiree portion of insurance premiums totaling $2,942 that was rem itted 
to the insurance vendors after June 30. 

The remaining $6,992 is unauthorized. $3,083 of that amount represents 
a reduction by the State Treasurer of the authorized total for the im prest 
fund and $3,909 is unidentified. 

As a result of not reconciling the account to the authorized am ount, the departm ent did 
not m aintain the account at the appropriate level. Departm ent m anagem ent believes 
that the $3,083 reduction of the authorized amount was an error by the State Treasurer. 
Until that am ount is officially restored, the excess of $6,992 should be treated as incom e 
not available and be rem itted to the State Treasurer. In a letter dated M arch 5, 1996, 
M r. Richard Allen, Assistant Com m issioner, stated: 

This finding apparently refers to the authorized am ount of the im prest 
fund as approved by the State Treasurer. The departm ent reconciles the 
account w ith the bank statem ent each m onth. W e w ill continue to 
reconcile this account m onthly with the bank, and will attem pt to reconcile 
with the authorized am ount per the Treasurer's Office. It should be noted 
that the Treasurer's Office m ade an error in handling the rem ittance from 
the prior fiscal year which resulted in a reduction of the departm ent's 
authorized am ount. The auditor agrees with this, but did not m ention it in 
the findings; therefore, the difference indicated is m isstated by 
approximately $3,000. The department will certainly return to the 
Treasurer's Office any funds that exceed the authorized am ount. 

Additional Com m ents: O ur finding does acknowledge that the departm ent believed 
$3,983 of the excess was attributable to an erroneous reduction in the amount 
authorized by the State Treasurer. Reconciliations were not m ade to the authorized 
total for the im prest fund; therefore, we continue to recom m end that this be done to 
avoid building up excesses in the future. The entire $6,992 should be remitted to the 
State Treasurer. 
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A m aterial weakness is a reportable condition in which the design or operation of one or 
m ore of the specific internal control structure elem ents does not reduce to a relatively 
low level the risk that errors or irregularities in am ounts that would be m aterial in relation 
to the special purpose 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 duties. 

Our consideration of the internal control structure would not necessarily disclose all 
m atters in the internal control structure that m ight be reportabTe conditions and, 
accordingly, would not necessarily disclose all reportable conditions that are also 
considered to be m aterial weaknesses as defined above. However, we noted the 
following m atters involving the internal control structure and its operation that we 
~onsideT to be m aterial weaknesses as defined above. These conditions w ere 
considered in determ ining the nature, tim ing, and extent of the procedures to be 
perform ed in our audit of the financial statem ents of the Departm ent of Agriculture and 
Forestry as of June 30, 1995, and for the year then ended. 

Internal Audit Function 

Although the Departm ent of Agriculture and Forestry has an auditing section, the 
department has no internal audit function directed at the internal transactions of the 
departm ent. The audit section of the departm ent directs its audit efforts to external 
audits of various boards and com m issions associated with the departm ent, such as the 
Soil and W ater Conservation Com m ittees, the Fertilizer Com m ission, et cetera. 
Considering the size of the department, assets totaling $19,257,680 and revenues 
totaling $51,901,808 for the year ended June 30, 1995, an effective internal audit 
function is needed to ensure that the departm ent's assets are safeguarded and that the 
departm ent's policies and procedures are applied uniform ly. This is the fifth consecutive 
audit we have cited the departm ent for not establishing an internal audit function. 

The Departm ent of Agriculture and Forestry should establish a viable internal audit 
function that will provide m anagem ent with an independent appraisal of its operations. 

In a letter dated Decem ber 19, 1995, M r. Richard Allen, Assistant Com m issioner, 
concurred in part with the finding. M r. Allen stated that the departm ent does not have 
suffi cient funds and personnel to create an internal audit section but believes that the 
departm ent has sufficient controls to safeguard the departm ent's assets and to ensure 
com pliance with policies and procedures. M r. Allen further stated that the departm ent 
w ill institute an internal audit section if the positions and funding are ever provided. 
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nternal Control Over Disbursem ents 

For the third consecutive year, the Departm ent of Agriculture and Forestry has not 
provided adequate controls over its disbursem ent function. Good internal controls 
require (1) proper review of transactions and activities involving the Financial 
Accountability and Control System (FACS), (2) adequate segregation of duties, and 
(3) independent checks on performance of the disbursement function 
consideration of the internal control structure of the departm ent, we noted the fo 
weaknesses: 

n our 

lowing 

The FACS Input-Validation Reports are not reviewed and com pared to 
the supporting documentation input into the system . 

The sam e em ployee that inputs a docum ent into FACS for paym ent is 
also responsible for inputting new vendors on the system . 

Checks printed and signed autom atically by FACS are returned for 
distribution to the sam e em ployee that initiates the FACS paym ent 
request. 

Two of the 43 docum ents exam ined in our test were not m arked 
"canceled" to prevent duplicate paym ent. 

These weaknesses exist because of inadequate review of docum entation and 
supervision over the disbursem ent function. W ithout adequate internal controls over 
disbursements, the risk exists that state assets could be im paired and that errors and/or 
irregularities could occur and not be detected in a tim ely m anner. 

The Departm ent of Agriculture and Forestry should establish and m aintain good internal 
controls through (1) proper review of transactions and activities involving the FACS, 
(2) adequate segregation of duties, and (3) independent checks on performance of the 
disbursem ent function. In a letter dated M arch 5, 1996, M r. Richard Allen, Assistant 
Com m issioner. stated: 

For the third consecutive year, the departm ent does not agree with the 
general statem ent that we have not provided adequate controls over 
disbursem ent functions. W e believe that certain internal controls 
provided are not given adequate consideration by the auditors. Although 
som e of these controls are not those we would choose if we had 
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duplicate paym ent using a previously paid invoice as support for the duplicated 
transaction. Finally, the two invoices that were not properly reviewed were invoices 

containing a great deal of detail. The totals of the invoices were broken down by object 
code. However, the departm ent was unable to dem onstrate how the totals assigned to 
each code were determ ined. Absent this docum entation, which would dem onstrate 

adequate review of the transaction, there is increased risk that the assignment by object 
code was arbitrary and inaccurate. The departm ent should strengthen its controls over 
disbursem ents. 

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

M CF:M W I3:dl 

Respectfully subm itted 

Daniel G . Kyle, CPA, CFE 
Legislative Auditor 
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W e have audited the special purpose financial statem ents of the Louisiana Department of 
Agriculture and Forestry as of and for the year ended June 30, 1995, and have issued our 
report thereon dated June 3, 1996. 

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 w hether the financial statem ents are free of m aterial m isstatem ent. 

Com pliance with laws, regulations, contracts, and grants applicable to the Louisiana 
Departm ent of Agriculture and Forestry is the responsibility of the departm ent's m anagem ent. 
As part of obtaining reasonable assurance about whether the financial statem ents are free of 
m aterial m isstatem ent, we perform ed tests of the departm ent's com pliance with certain 

provisions of laws, regulations, contracts, and grants. However, the objective of our audit of the 
special purpose financial statem ents was not to provide an opinion on overall com pliance with 
such provisions. Accordingly, we do not express such an opinion. 

The results of our tests of com pliance disclosed the follow ing instances of noncom pliance that, 
although not m aterial to the financial statem ents, are required to be reported herein under 
Governm ent Auditing Standards. 

Com pliance W ith Louisiana Procurem ent Code 

The Departm ent of Agriculture and Forestry purchased land and equipm ent totaling at 
least $479,117 without com plying with the Louisiana Procurement Code. Louisiana 
Revised Statute (LSA-R.S.) 39:1551-1755, commonly referred to as the Louisiana 
Procurement Code, provides the fram ework for purchasing by state agencies. LSA-R.S. 
39:1561 charges the Com m issioner of Adm inistration with the authority and 
responsibility to prom ulgate regulations, consistent with the Louisiana Procurement 
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Code, governing the procurem ent, m anagem ent, and control of goods and services 
procured by the state. The regulations prom ulgated by the Com m issioner are contained 
in Title 34, Part 1 of the Louisiana Adm inistrative Code and specify various rules 
regarding when a purchase m ust be advertised and purchased from the lowest 
responsible bidder. 

The department acquired three used tractor trucks costing $98,000, a com puterized 
scanner/imager costing $91,843, computer equipment and software costing $269,240, 
and land located in St. Tam many Parish costing $20,034 and did not receive bids on 
any of these item s. These item s w ere obtained by using the Louisiana Agriculture 

Finance Authority (LAFA), which is exempt from the requirements of the Procurement 
Code, to procure the property item s in its own nam e. Subsequently, the departm ent 
reim bursed LAFA for the cost of the item s purchased on its behalf. This practice 
circumvents the provisions of the Louisiana Procurem ent Code. The departm ent adm its 
that it regularly uses LAFA to purchase property because LAFA is exem pt from the 
provisions of the Procurem ent Code. M anagem ent believes this is acceptable because 
LAFA has the authority to prom ote agriculture and forestry w ithin the state. Because the 
departm ent failed to follow the provisions of the Procurem ent Code, there is not only a 
violation of state law, but there is increased risk that the item s were not obtained at the 
best possible price. 

The Departm ent of Agriculture and Forestry should discontinue the practice of allowing 
the Louisiana Agricultural Finance Authority to purchase property for the departm ent 
without taking the necessary com petitive bids. In a letter dated M ay 28, 1996, 
M r. Richard Allen, Assistant Com m issioner stated: 

The Louisiana Department of Agriculture and Forestry (Department) 
concurs in part with the finding. 

The audit report correctly noted that Louisiana Agricultural Finance 

Authority (LAFA) is exempt from the requirements of the Procurement 
code [LSA-R.S. 3:266(14); R.S. 3:274]. LAFA is authorized to acquire, 
construct, renovate and equip the offices and related facilities of the 

Department [LSA-R.S. 3:266(14),(20)]. LAFA acquired the land and 
equipm ent noted in the report for the Departm ent and is fully authorized 
to do so. However, it is erroneous to conclude that because LAFA 
acquired land and equipment [o[ the Department, the Department 
"purchased" the land and equipm ent. 
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The need for LAFA's exem ption from the Procurem ent Code is 
dem onstrated in the land acquisition noted in the report. The land 
acquisition noted in the report arose out of the Department's need to 
acquire leased land upon which the Departm ent's fire tower was located. 
Follow ing the expiration of the lease, the landow ner elected not to renew 
the lease of the land to the Departm ent. The acquisition of this land was 
c~early within LAFA's authorization; and a bid process to acquire a 
specific parcel of property is sim ply not achievable, and in this instance, 
not required. 

It should be noted that even though LAFA is exem pted from the 
Procurem ent Code, LAFA custom arily em ploys a com petitive proposal or 
bid process for acquiring supplies. 

The Departm ent has concluded that the procurem ent procedures are in 
com pliance w ith law and that no corrective action is required. 

Additional Com m ents: The funds to pay for the land and equipm ent in question 
ultim ately cam e from the General Fund appropriation for the Departm ent of Agriculture 
and Forestry. Therefore, we reaffirm our position that the departm ent purchased the 
equipm ent in question and did so in a m anner that circum vented the requirem ents of the 
Procurem ent Code. The procedures followed or not followed by LAFA in obtaining 
supplies and/or equipm ent do not alleviate the requirem ents placed on the departm ent 
by the Procurem ent Code and the Adm inistrative Code. The departm ent should 
discontinue the practice of purchasing equipm ent through LAFA w ithout taking 
com petitive bids. 

Bank Accounts and Public Records 

For the second consecutive year, the Departm ent of Agriculture and Forestry operated 
bank accounts that have not been approved by the State Cash M anagem ent Review 
Board or reported to the Com m issioner of Adm inistration and has not preserved the 
records related to one of the accounts. Louisiana Revised Statute (LSA-R.S.) 
39:372(A)(1) requires written approval from the State Cash Management Review Board 
for all bank accounts opened or to be opened by state agencies. LSA-R.S. 39:79 
requires all state agencies to furnish to the Com m issioner of Adm inistration, within 45 
days of the fiscal year-end, a sworn statem ent of all m onies received and the sources, 

all m onies expended and the purposes, all revenue due and not collected, and all 
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obligations incurred and not paid. In addition, LSA-R.S. 44:36 requires that public 
records be preserved for a period of at least six years from the date on which the public 
record w as m ade. 

Our procedures disclosed that the departm ent operated eight checking or savings 
accounts that were not authorized or reported as required by the above cited statutes. 
The yearly activity and balances for the unauthorized and unreported accounts are as 
follows: 

Southern Community Forestry Summit 
A Salute to Smokey Bear 
Association of Seed Certifying Agencies 
National Association of State Department 
of Agriculture - National Conservation 
National Association of State Foresters 
Meeting 
Association of Southern Feed, Fertiliizer, 
and Pest Control Officials 
Best of Louisiana: 
Checking 
Savings 

Total 

Balance Balance 
June 30, June 30 
1994 Receipts Disbursem ents 1995 

$1,423 
620 $4,490 

5.562 762 

55.025 

2 
2,344 

10,800 

21.100 

9,450 
45 

$64,976 $46,647 

$480 $973 
5,110 

6.324 

55.025 

2,613 7,987 

8,797 12,303 

4,220 5,232 
2.389 

$82,769 $28,854 

According to M r. Bryce M alone, Assistant Com m issioner of M arketing, the records for 
the National Association of State Departments of Agriculture - National Convention 
account were destroyed, which prevented an audit of the records. The departm ent 

agreed to an audit adjustment to report the remaining accounts. 

The Department of Agriculture and Forestry should comply with LSA-R.S. 39:372(A)(1), 
39:79, and 44:36 by obtaining written approval for all bank accounts, reporting the 
activities of all bank accounts under its control, and m aintaining the records of all bank 
accounts as required. In a letter dated M arch 5, 1996, M r. Richard Allen, Assistant 
Com m issioner. stated: 
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The departm ent did not seek approval for these accounts because the 
accounts were for various conventions that were held in Louisiana. 

There were ~  State funds associated w ith these accounts, and 
departm ent personnel only assisted the organizations in hosting the 
conventions. The departm ent has handled these activities in this m anner 
for m any years, and no one had ever indicated until prior to the last audit 
that there w as any problem w ith this procedure. A discussion w ith the 
State Treasurer's office revealed that there is no written procedure or 
policy about this issue, and we do not believe that these accounts fall 
under the guidelines listed in this finding. In all cases w here the 
convention is finalized and all funds disbursed, the records are either 
turned over to the organization or destroyed, as the departm ent has no 
reason to store those type records. The departm ent is in the process of 
establishing one checking account to be used for all conferences and 
conventions. W e will obtain all required approvals, and will m aintain all 
records in the office of m anagem ent and finance. 

License and Regulatory Board 

For the second consecutive year, the Department of Agriculture and Forestry loaned 
monies from the License and Regulatory Boards Fund (Fund) to other sections within 
the departm ent for unauthorized purposes. The regulatory boards included in the Fund 

are the Fertilizer Commission, Louisiana Revised Statutes (LSA-R.S.) 3:1317; the 
Louisiana Feed Commission, LSA-R.S. 3:1907(B); the Louisiana Advisory Commission 
on Pesticides, LSA-R.S. 3:3210; and the Structural Pest Control Com m ission, LSA-R.S. 
3:3375(A)(2). The statutes in summary state that the monies collected by these boards 
shatl only be expended for authorized purposes, program s, and activities of the 
regulatory boards. 

The department used the Fund to make loans totaling $1,365,091. These include 
(1) $1,000,000 to the Alligator Market Development Fund; (2) $181,967 for road 
construction at the Indian Creek Reservoir and Recreation Area; (3) $91,350 to 
purchase computer equipment for the department; (4) $16,274 for Hurricane Andrew 
costs; (5) $15,100 to the Nurseries Fund; (6) $42,684 to the Food Distribution Program; 
and (7) $17,716 to the department for other miscellaneous expenditures. Loans to the 
department totaling $306,339, which includes $121,376 of loans made in the prior fiscal 
year, rem ain outstanding as of January 30, 1996. The department uses this loan 
process when a check is needed quickly and m anagem ent does not want to wait for a 
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FACS check to be processed. By m aking these 
with the revised statutes governing the use 
m entioned above. 

oans, the departm ent has not com plied 
of m onies of the regulatory boards 

The Departm ent of Agriculture and Forestry should com ply with the revised statutes and 
not loan m onies to other funds and/or program s within the departm ent. The departm ent 
should also collect the outstanding loan am ount as soon as possible. In a letter dated 
M arch 5, 1996, M r. Richard Allen, Assistant Com m issioner. stated: 

The departm ent advances funds from this account at tim es w hen it is not 
practical to w ait for system checks. W e consider this procedure the m ost 
efficient way to handle im m ediate paym ent request while FACS checks 
are forthcom ing. All funds are returned to the account to be expended for 
authorized purposes, program s and activities of the regulatory boards. 
An option is to request m anual checks from the Treasurer's O ffice, w hich 
seem s to be inefficient for both agencies when we have a m ethod to 
accom plish the desired goal. How ever, w e w ill use this option w hen 
feasible. 

Additional Com m ents: The departm ent's response indicates that borrowed funds are 
returned to the License and Regulatory Boards account. However, as previously stated 
in the finding, $306,339 was not returned by January 30, 1996, seven m onths after the 
fiscal year-end. W e determ ined $121,376 of this amount has been outstanding for over 
1~ years. W e believe that failure to promptly repay these loans indicates that the 
departm ent is unable or unw illing to repay the loans and there is increased risk that the 
loans will not be repaid. W e reaffirm our position that use of License and Regulatory 
Board funds in this m atter, regardless of whether the repaym ent is prom pt or delayed

, is 
a violation of Louisiana law. 

Asset Purchase Agreem ent 

For the second consecutive year, the M arket Com m ission, w hich is w ithin the Louisiana 
Departm ent of Agriculture and Forestry, has not enforced the paym ent term s of an asset 

purchase agreement with the Northland Acquisition Corporation (Northland). During 
1992, the Market Com m ission paid $1,057,500 in loan guarantees to two banks and 
acquired, through foreclosure, a vegetable processing plant. O n August 31, 1992, the 
M arket Com m ission sold this plant to Northland. The M arket Com m ission received 
$30,000 and accepted a $620,000 prom issory note, at zero percent interest, for the 
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balance of the $650,000 sales price. Louisiana Revised Statute (LSA-R.S.) 
3:446.5(A)(1) and Louisiana Administrative Code (LAC) 7:1224(C) require that notes 
associated with loans be secured by a first m ortgage on the property acquired. 

LSA-R.S. 3:446.5(E)(1) and LAC 1224(K) prohibit the commission from subordinating 
its interest in such property if subordinating its interest will result in any risk to the 
com m ission's security position. However, on July 1, 1993, the M arket Com m ission 
relinquished the first m ortgage on this prom issory note to Rapides Bank & Trust 
Com pany in Alexandria, Louisiana, the provider of operating capitaT to Northland. The 
paym ent term s of the prom issory note provided that Northland m ake paym ents to the 
M arket Com m ission as follows: 

For the quarters ending July 31, 1993, and O ctober 31, 1993, an am ount 

equal to two percent (2%) of buyer's net sales; 

For the quarters ending January 31, 1994, April 30, 1994, July 31, 1994, 
and O ctober 31, 1994, an am ount equal to two and one-half percent 
(2~% ) of the buyer's net sales; 

Com m encing on the last day of January 1994, until and including the last 
day of Septem ber 1997, buyer shalr m ake m onthly paym ents to seller in 
the am ount of $3,000. 

In accordance w ith the term s of the asset purchase agreem ent, Northland should have 
paid the M arket Com m ission $18,000 plus a percentage of net sales for the year ended 
June 30, 1994, and $36,000 plus a percentage of net sales for the year ended June 30, 
1995. During this two year period, the M arket Com m ission received only one paym ent 
of $638. The Market Com mission did not enforce the terms of the agreement because 
Northland, in letters dated M arch 24, 1994, and January 11, 1995, requested a delay in 
the paym ent schedule. In addition, the com m ission could not have enforced the 
agreem ent by foreclosing on the assets of Northland to collect the am ounts owed 
because the com m ission had relinquished the first m ortgage on Northland's property to 
Rapides Bank and Trust Com pany in 1993. Accordingly, at the April 5, 1995, m eeting of 
the M arket Com m ission, the com m ission passed a m otion that a one year m oratorium 
on paym ents be approved. O n Novem ber 17, 1995, Rapides Bank & Trust Com pany 
placed Northland Acquisition Corporation in default of its loan and foreclosed on the 
property on which the bank held the first m ortgage that had been relinquished by the 
M arket Com m ission. 

EXHIBIT B 



LEGISLATIVE AUDITOR 

HO NO RA BLE BO B O DO M 
CO M M ISSIO NER O F AG RICULTURE 
DEPARTM ENT O F AG RICULTURE AND FO RESTRY 
STATE O F LO UISIA NA 
Com pliance Report 
June 3, 1996 
Page 8 

The M arket Com m ission should com ply with Louisiana statutes and refrain from 
subordinating its position in secured loans and take all necessary steps to m itigate the 
effect of the defaulted loan by Northland Acquisition Corporation. In a letter dated 
M arch 5. 1996, M r. Richard Allen. Assistant Com m issioner, stated: 

The Departm ent of Agriculture and Forestry does not concur with the 
finding for the following reasons: 

Sale of the assets under the cited Asset Purchase Agreem ent to 
Northland Foods was a disposal of assets under RS 3:446.5(A)(5) which 
is clearly authorized, not a loan. The Asset Purchase Agreem ent is a 
docum ent that sets term s and conditions of the sale. The Asset 

Purchase Agreement Section 1.7(b) clearly anticipates subordination of 
the first m ortgage to a lending institution. This subordination was an 
im portant condition in bringing Northland to the table. This subordination 
brought $500,000 operating funds to Northland which was used in an 
attem pt to m ake this business successful. Likew ise, the M arket 
Com m ission agreed to delay of the agreed upon payments as long as 
Northland was injecting funds from other sources to maintain the 
operation. 

The above actions are clearly authorized by RS 3:446.5(A)(5) and were 
desirable in an attem pt to obtain the greatest value from foreclosed 
property, and accom plished the stated public purpose of the Agricultural 
Products Processing Developm ent Law as stated in RS 3:446.1. 

Additional Com m ents: W hile the asset purchase agreem ent was an agreem ent to 
dispose of assets, the acceptance of the prom issory note from Northland Acquisition 
Corporation for $620,000 constitutes a loan by the Market Commission to the 
corporation. LSA-R.S. 3:446.5(E)(1) and LAC 1224(K) are the controlling authoritative 
guidance w ith respect to the asset purchase agreem ent, not vice versa. That is, an 
action w hich is otherw ise prohibited by statute does not becom e legal sim ply because 
the com m ission agreed to the action in writing. Lastly, if the term s of the agreem ent 
with the corporation were unrealistic, action should have been taken to m odify the 
agreem ent. The departm ent is not safeguarding the state's assets if paym ents are not 
received on a regular basis. 
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Annual Appropriation Act 

The Departm ent of Agriculture and Forestry expended funds that did not conform to the 

provisions of Act 15 of the 1994 Regular Session of the Louisiana Legislature (the 
appropriations act). Section 1 of the appropriations act specifies that revenue shall be 
payable out of the sources specified and shall be lim ited only by the provisions of Article 
VII, Section IO(D) of the Louisiana Constitution of 1974. This section of the constitution 
specifies that m oney m ay be drawn from the state treasury only if an appropriation has 
been m ade. 

The department deposited $77,822 into the state treasury that had been collected from 
employees for com muting m ileage. $61,529 of this amount had been collected in prior 
fiscal years. Both prior year and current year collections were classified as self- 
generated revenues when they were deposited. Act 15 of 1994 did appropriate funds 
derived from com m uting m ileage as self-generated revenue and estim ated the am ount 
to be collected at $3,000. However, funds collected from prior years were not 
appropriated and w ere not eligible to be draw n from the state treasury and expended. 
The departm ent expended both prior and current year collections. 

The Departm ent of Agriculture and Forestry should com ply with the appropriation act 
and Article VII, Section 10(D) of the constitution. Funds collected which are not 
otherwise appropriated should be rem itted to the state treasury as incom e not available 
as soon as they are received. In a letter dated M arch 5, 1996, M r. Richard Allen, 
Assistant Com m issioner, stated: 

The departm ent concurs in part with this finding. All funds expended 
were used to purchase vehicles for the departm ent. W e see no problem 
with exceeding the $3,000 amount, as that was only an estimate, and 
neither the collection nor the expenditure of self-generated revenues 
exceeded the appropriation level for the departm ent. The departm ent is 
currently and w ill continue to be in com pliance w ith the Appropriation Act 
and Article 7, Section 10.D of the Constitution. 

Additional Com m ents: W e did not take exception to the expenditure of collections 

above $3,000 up to the maximum amount collected ($16,293) during the fiscal year 
ended June 30, 1995. However, the $61,529 collected in prier years that was still held 
by the departm ent was not appropriated in prior years and should have been rem itted to 

the state treasury as income not available in the year(s) it was collected. Since the prior 
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year collections were not specifically included in the appropriation for the 1995 fiscal 
year it was not authorized for expenditure and the appropriate disposition was to rem it 
this m oney to the state treasury as incom e not available. 

This report is intended for the inform ation and use of the departm ent and its m anagem ent
. By 

provisions of state law, this report is a public docum ent, and it has been distributed to 
appropriate public offi cials. 

M CF:M W B:d 

[AGJ 

Daniel G . Kyle, CPA, CFE 
Legislative Auditor 
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