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Exploring Louisiana’s Key Industries.
Louisiana is home to strong traditional industries,
such as petrochemicals and shipbuilding, as well
as newer growth industries with strong
foundations in technology and research. Our
state continues to work aggressively to
strengthen our business environment, diversify
our economy, and promote business investment
opportunities. Louisiana’s key industries include:

e Advanced Manufacturing—Aviation,
Shipbuilding, and General
Manufacturing: Louisiana has a strong
academic infrastructure for advanced
manufacturing, with research universities
providing innovation and leadership in
technology.

e Agriculture, Food & Wood Products /
Agribusiness: In Louisiana, agriculture
is a multibillion-dollar industry, employing
thousands and generating great income
throughout the state.

e Digital Media: With the strongest
incentive program in the U.S. and an
established creative culture, the digital
media industry in Louisiana is thriving.

e Energy: An oil and gas leader, Louisiana
is also making strides in the development
of alternative energy sources, including
nuclear and biofuel.
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Entertainment: With innovative
incentives in  digital media, live
performance, motion picture and sound
recording, Louisiana’s entertainment
industry is thriving.

Services: Louisiana’s aggressive
incentives and business-friendly tax
environment are attracting headquarters
and shared services operations.

Life Science: Louisiana places great
emphasis on this growth industry, with
bioscience centers throughout the state
and aggressive biotech and biomed
initiatives.

Logistics & Transportation: Possessing
extensive port, rail and highway systems,
Louisiana is a leading distribution and
logistics hub for traditional and new
growth industries.

Nuclear: An available workforce, a
strong infrastructure and a favorable
regulatory environment have made
Louisiana the ideal location for nuclear
module fabrication.

Technology: Already home to more than
350 IT companies, Louisiana’s
technology industry is getting stronger,
with incentives, incubators and a
technology-driven workforce.
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BoBBY JINDAL ANGELE DAVIS
GOVERNOR COMMISSIONER OF ADMINISTRATION

State of Louigiana

Division of Administration
Office of the Commissioner

December 31, 2009

To: The Honorable Bobby Jindal, Governor,
Members of the Legislature, and the
People of the State of Louisiana

It is my privilege to present the Comprehensive Annual Financial Report (CAFR) on the financial
condition of the State of Louisiana for the fiscal year ended June 30, 2009. The report was prepared in
conformity with Generally Accepted Accounting Principles (GAAP) as prescribed by the Governmental
Accounting Standards Board (GASB) and Louisiana Revised Statutes.

The Division of Administration, Office of Statewide Reporting and Accounting Policy prepared the
CAFR, with the objective of reporting the government’s operations as a single unified entity, in addition to
providing traditional fund-based financial statements.

The Division of Administration is responsible for the accuracy, completeness, and fair
presentation of the data, representations, and disclosures presented in the CAFR. To the best of our
knowledge and belief, the data presented are accurate in all material respects, reported in a manner
designed to fairly present the financial position and results of operations, and provide disclosures
necessary to enable the reader to gain an understanding of the financial activities and condition of the
State.

The reporting entity of the State includes all primary government funds, and the activity of
component units for which the State is financially accountable. Determination of the component units to
be included in the CAFR was made in accordance with criteria established by GASB and is presented in
Note 1A to the financial statements.

The CAFR is organized as follows:

¢ Introductory section containing background and organizational information on the State and
summaries of some current initiatives

e Financial section including the independent auditor’s report, Management’s Discussion and
Analysis (MD&A), Government-Wide Financial Statements, Fund Financial Statements,
Notes to the Basic Financial Statements, Required Supplementary Information, and
combining statements of the individual funds

e Statistical section presenting financial, demographic, economic, and operational data for
Louisiana

GASB requires that management provide a narrative introduction, overview, and analysis to
accompany the basic financial statements in the form of Management’s Discussion and Analysis (MD&A).
This letter of transmittal is intended to complement the MD&A and should be read in conjunction with it.
The MD&A can be found immediately following the independent auditor’s report.
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INDEPENDENT AUDIT

The State of Louisiana’s basic financial statements have been audited by the Office of Legislative
Auditor. The goal of the independent audit was to provide reasonable assurance that the basic financial
Statements of the State for the fiscal year ended June 30, 2009, are free of material misstatement. The
independent audit involved examining, on a test basis, evidence supporting the amounts and disclosures
in the basic financial statements; assessing the accounting principles used and significant estimates
made by management; and evaluating the overall financial statement presentation. The independent
auditor’s report is presented as the first component of the financial section of this report.

The independent audit of the basic financial statements of the State of Louisiana was part of a
broader, federally mandated “Single Audit” designed to meet the special needs of federal grantor
agencies. The standards governing Single Audit engagements require the independent auditor to report
not only on the fair presentation of the basic financial statements, but also on the audited internal controls
of the government and compliance with legal requirements, with special emphasis on internal controls
and legal requirements involving the administration of federal awards. These reports are available in the
separately issued Single Audit Report for the State of Louisiana.

ACCOUNTING AND BUDGETARY CONTROL

Management is responsible for establishing and maintaining internal controls designed to ensure
that assets are protected from loss, theft, or misuse and that adequate accounting data are compiled to
provide for the preparation of financial statements in conformity with GAAP. Internal controls are
designed to provide reasonable, but not absolute, assurance that these objectives are met. The concept
of reasonable assurance recognizes that the cost of a control should not exceed the benefits likely to be
derived, and the valuation of costs and benefits requires estimates and judgments by management. All
internal control evaluations occur within this framework. We believe that the internal accounting controls
of the State adequately safeguard assets and provide reasonable assurance of proper recording and
reporting of financial transactions.

Final financial control is exercised through the budgetary system. Financial statements are
presented in conformity with GAAP and are also presented on a non-GAAP budgetary basis to
demonstrate legal compliance. Variances between the GAAP and non-GAAP budgetary presentations
are caused by differences in reporting entity, accounting basis, and timing. The budgetary process is
further described in Note 1 to the basic financial statements and reconciliation between GAAP and non-
GAAP budgetary basis fund balances is presented as required supplementary information.

PROFILE OF THE GOVERNMENT

Located on the Gulf of Mexico and bounded by Arkansas, Texas, and Mississippi, Louisiana
serves a population of 4,411,000. The Executive, Judicial, and Legislative Branches govern the State as
provided by the Louisiana Constitution of 1974.

The State provides a variety of services to citizens including education, health care, public safety,
road and highway development and maintenance, and recreation. These services are financed primarily
through taxes, fees, mineral royalties, and federal revenues, which are accounted for by various funds
(general fund, special revenue funds, capital project funds, etc.).

The State financial reporting entity includes 53 active component units, which are reported
discretely in the financial statements. These component units include colleges and universities, boards
and commissions, ports, levee districts, and other special purpose authorities.

CASH MANAGEMENT
The State Treasurer is responsible for managing all cash and investments, with the exception of

certain component units included in the reporting entity that have independent powers to manage and
invest their funds. During fiscal year 2009, cash management and investment transactions managed by
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the State Treasurer included checking accounts, certificates of deposit, U.S. government and agency
securities, corporate, municipal and foreign securities, mutual funds, repurchase agreements, and
security lending agreements. Legal requirements for the investment of funds maintained by the State
Treasurer are discussed in Note 2 to the basic financial statements.

For fiscal year 2009, the Treasury earned $287,756,951 on its fixed-income investments for the
General Fund portfolios. The investments earned a cash rate of return of 3.43% during fiscal year
2009 compared to a 4.54% rate that earned $417,344,401 in the previous year. Additionally, the thirty-
day Treasury bill yield averaged 0.50% and the two-year Treasury note averaged 5.71% during the same
period. The investments of the Louisiana Education Quality Trust Fund earned a fixed income rate of
return of 1.37% and a loss of 25.05% on equities for the 2009 fiscal year.

RISK MANAGEMENT

The primary government, through the Office of Risk Management, retains risk for property,
casualty, and worker's compensation insurance, as well as coverage for all State property, with virtually
no upper limits. Auto liability, comprehensive, and collision coverage is provided for the State fleet and
other coverage, such as bonds, crime, aviation, and marine insurance, is provided as needed.

PENSIONS

State employees may be eligible to participate in the Louisiana State Employees’ Retirement
System, the Teachers’ Retirement System of Louisiana, the Louisiana School Employees’ Retirement
System, or the Louisiana State Police Retirement System, depending on their employing agency. Further
information on the retirement systems can be found in Note 6 to the basic financial statements.

ECONOMIC OUTLOOK

The national recession has negatively impacted Louisiana’s economy; however, it has been less
severe in Louisiana than in many other states. According to figures obtained from the Bureau of Labor
Statistics, the unemployment rate increased in Louisiana from 3.9% in the state fiscal year 2008 to 5.6%
in state fiscal year 2009. During the same period, the U.S. unemployment rate increased from 5% to
7.6%. The national economy is showing signs of growth with the economic outlook for the nation and the
state projected to be positive for the next two fiscal years.

The forecasts for the State of Louisiana are based on the following assumptions: 1) the national
real gross domestic product is expected to rise by 1.3 percent in 2010 and 2.5 in 2011; 2) the 30-year
fixed mortgage rate is predicted to increase approximately two percentage points by 2011; and 3) oil
prices are forecasted to increase to $85 a barrel over the next two years and the natural gas extraction is
anticipated to remain in the $4.50 per mmbtu range.

Louisiana’s economy is quite diverse, as can be seen in comparing the Metropolitan Statistical
Areas (MSASs) of Louisiana. Below are the forecasts for the major MSAs of Louisiana.

e The tourism sector is facing real difficulties in the New Orleans MSA, and with the
completion of the Marathon Refinery expansion, 8,000 jobs will be cut. However, the
blow will be dampened with Northrop Grumman, the area’s largest manufacturer,
sustaining its employment at 5,000 jobs and with the construction sector expecting to
develop projects totaling about $10 billion. This MSA is projected to add only 3,000 jobs
in 2010 (0.6%) and only 2,500 in 2011 (0.5%).

e Baton Rouge has become the third fastest growing MSA in the state in terms of
percentage with an estimated growth of 4,000 jobs (1.1%) in 2010 and 5,500 jobs (1.5%)
in 2011. The growth is due to the driving force of the construction sector, which is
projected to add $5.1 billion in new construction. Major construction projects include $1.9
billion expansion of Shintech and $300 million expansion of Placid Refinery.
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o Weak extraction activity is expected in the Lafayette and Houma MSAs due to the
possibility of proposed federal legislation of $33 billion tax on oil and gas extraction.
These MSAs are highly dependent on extraction, with a high percentage of their jobs
coming from this industry. Lafayette’s forecast is 700 new jobs in 2010 (0.5%) and 1,000
new jobs in 2011 (0.7%). Houma can expect 900 new jobs in 2010 (0.9%) and 800 new
jobs in 2011 (0.8%).

e The forecast for the Lake Charles MSA includes increased growth that will be led by the
construction spending on the Sugarcane Bay Casino, scheduled to open in 2011, and
expected to employ 1,600 to 1,800 people. A troubling issue could be the passage of the
cap and trade legislation that could cause increased costs in the petrochemical industry.
It is projected that this MSA will see 1,000 new jobs in 2010 (1.1%) and 1,700 new jobs in
2011 (1.8%).

e The Shreveport-Bossier MSA is the most sensitive region of the state to national
economic conditions. The Georgia Pacific plywood plant closed due to a weak housing
market, Beaird Industries closed in 2008, and the General Motors plant has announced it
will close by 2012. However, some positive economic stimulation is expected with the
expansion of exploration at Haynesville Shale and the new construction at Barksdale Air
Force Base. An additional 3,000 jobs is anticipated to be created in 2010, but only 1,200
jobs in 2011.

¢ In percentage terms, the anticipated job growth for the Monroe MSA over the next two
years will bring it from last to first. It is projected to add 1,900 jobs in 2010 and 1,500
jobs in 2011. The large increase in 2010 can be attributed to the reopening of the old
Pilgrim’s Pride chicken processing facility under the name Foster Farms. A group of
investors has purchased the old Delphi Lightning plant to create the new “V-Vehicle”,
creating approximately 1,400 jobs by 2011.

e The Alexandria MSA'’s anticipated growth is very weak as it will add only 600 new jobs in
2010 (0.9%) and 600 in 2011 (0.9%). Union Tank Car is expected to ramp up its
employment level to 670 as the national economy improves, and the lumber/logging firms
expect some job recoveries as the U.S. housing market rebounds.

Louisiana can set new records in employment levels if the projections of adding 17,800 jobs in
2010 and 18,000 jobs in 2011 hold true. However, if proposed federal legislation passes, i.e., the $33
billion tax on the extraction industry and/or the cap and trade legislation, a tremendous strain will be
placed on Louisiana’s employment over 2010 and 2011.

Louisiana’s official revenue forecasts, as of May 2009, suggest the state will have about $1 billion
less in state tax collections for FY 2010 than anticipated in May 2008. The decline in forecasted revenue
is largely due to the impact on the state from the slowdown of the national economy and the change in
energy prices.

The source of the economic discussion is from The Louisiana Economic Outlook: 2010 and 2011, by Loren C. Scott,
James A. Richardson, M. Dek Terrell, and Mary Jo Neathery, published in October 2009.
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LOUISIANA LEGISLATIVE AUDITOR
DARYL G. PURPERA, CPA

December 31, 2009

Independent Auditor's Report

Honorable Bobby Jindal, Governor

Honorable Joel T. Chaisson, President, and
Members of the Senate

Honorable Jim Tucker, Speaker, and
Members of the House of Representatives

State of Louisiana

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the State of Louisiana, as of and for the year ended June 30, 2009, which
collectively comprise the state’s basic financial statements as listed in the table of contents. These
financial statements are the responsibility of management of the State of Louisiana. Our responsibility is
to express opinions on these financial statements based on our audit. We did not audit the financial
statements of certain pension trust funds, enterprise funds, and component units of government included
within the basic financial statements of the State of Louisiana, which represent the following percentages
of their related opinion units:

Percentage
Percentage of of Revenues
Percentage of Net Assets or (Including
Opinion Unit Total Assets Fund Balance Additions)
General Fund 0.8% 2.3% 0.5%
Business-Type Activities 1.5% [.1% 3.8%
Aggregate Discretely Presented
Component Units 15.2% 17.7% 6.8%
Aggregate Remaining Funds 67.6% 68.4% 49.0%

1600 NORTH THIRD STREET + POST OFFICE BOX 94397 + BATON ROUGE, LOUISIANA 70804-9397
WWW.LLA LA GOV - PHONE: 225-339-3800 + FAX: 225-339.3870
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December 31, 2009
Page Two

Those financial statements were audited by other auditors whose reports have been furnished to us, and
our opinions, insofar as they relate to the amounts included for the previously mentioned pension frust
funds, enterprise funds, and component units, are based solely upon the reports of the other auditors.

Except as discussed in the following paragraph, we conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. The financial statements of the LSU
Foundation and the Pennington Medical Foundation, both component units of the Louisiana State
University System (major component unit); the University Facilities, Inc., the University of Louisiana
Monroe Facilities, Inc.. the NSU Facilities Corporation, and the Black and Gold Facilities, Inc., all
component units of the University of Louisiana System (major component unit); and the Southern
University System Foundation and the SUSLA Facilities, Inc., both component units of the Southern
University System (major component unit), which were audited by other auditors, were not audited in
accordance with Government Auditing Standards. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit and the reports of the other auditors
provide a reasonable basis for our opinions.

We were authorized to audit the financial statements of the Louisiana Citizens Property Insurance
Corporation (Corporation), a major component unit of the State of Louisiana, as of and for the year ended
December 31, 2008. Because of inadequacies and weaknesses in the Corporation’s internal controls and
deficiencies in the Corporation’s processes to develop loss liabilities, receivables, and other financial
statement information, we were not able to apply sufficient auditing procedures to enable us to express an
opinion on the fair presentation of the Corporation’s financial statements as of and for the year ended
December 31, 2008. The Corporation’s financial activities are included in the state’s basic financial
statements as of and for the year ended June 30, 2009, as a major discretely presented component unit and
represents 4 percent, 22 percent, 5 percent, and 4 percent of the assets, liabilities, revenues, and expenses,
respectively, of the state’s aggregate discretely presented component units.

In our opinion, based on our audit and the reports of the other auditors, except for the effects of such
adjustments, if any, as might have been determined to be necessary had the Louisiana Citizens Property
Insurance Corporation’s financial statements been audited, the financial statements referred to previously
present fairly, in all material respects, the financial position of the aggregate discretely presented
component units of the State of Louisiana, as of June 30, 2009, and the changes in financial position
thereof for the year then ended in conformity with accounting principles generally accepted in the United
States of America.
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In addition, in our opinion, based on our audit and the reports of the other auditors, the financial
statements referred to previously present fairly, in all material respects, the respective financial position of
the governmental activities, the business-type activities, each major fund, and the aggregate remaining
fund information of the State of Louisiana, as of June 30, 2009, and the respective changes in financial
position and cash flows, where applicable, thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

The State of Louisiana suffered considerable damage from two major hurricanes, Katrina and Rita, during
August and September of 2005, resulting in the President of the United States declaring Louisiana a major
disaster area. Because of the severity of these two separate events and the resulting losses sustained, it is
unknown exactly what economic impact recovery will have on state and local governmental operations in
Louisiana. Although the State of Louisiana is taking steps to address recovery, the long-term effects of
these events on the State of Louisiana cannot be determined at this time.

As disclosed in note 11 to the financial statements, the State of Louisiana implemented Governmental
Accounting Standards Board (GASB) Statement No. 49, Accounting and Financial Reporting for
Pollution Remediation Obligations, for the year ended June 30, 2009,

In accordance with Government Auditing Standards, a report on our consideration of the state’s internal
control over financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts, grants, and other matters will be issued under separate cover in the State of
Louisiana Single Audit Report. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing and not to provide
an opinion on the internal control over financial reporting or on compliance. That report, upon its
issuance, is an integral part of an audit performed in accordance with Government Auditing Standards and
should be read in conjunction with this report in assessing the results of our audit.

Management’s Discussion and Analysis and the Required Supplementary Information Other Than
Management’s Discussion and Analysis presented on pages 13 through 24 and 103 through 105,
respectively, are not required parts of the basic financial statements, but are supplementary information
required by GASB. We and the other auditors have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of the
required supplementary information. However, we did not audit the information and express no opinion
on it.
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the State of Louisiana’s basic financial statements. The accompanying Introductory Section
(pages 1 through 7), the Budgetary Comparison Schedule - Budget to Actual - Bond Security and
Redemption Fund (page 107), the Combining and Individual Fund Statements and Schedule - Nonmajor
Funds (pages 110 through 173), and the Statistical Section (pages 175 through 201) listed in the table of
contents are presented for the purpose of additional analysis and are not a required part of the basic
financial statements. The Budgetary Comparison Schedule - Budget to Actual - Bond Security and
Redemption Fund and the Combining and Individual Fund Statements and Schedule -~ Nonmajor Funds
have been subjected to the auditing procedures applied in the audit of the basic financial statements, and,
in our opinion, based on our audit and the reports of the other auditors, are fairly stated in all material
respects in relation to the basic financial statements taken as a whole. The Introductory Section and the
Statistical Section listed in the table of contents have not been subjected to the procedures applied in the
audit of the basic financial statements and, accordingly, we express no opinion on them.

Respecttully submitted,

Daryl G. Purpera, CPA
Temporary Legislative Auditor
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Management’s Discussion and Analysis (MD&A) of the financial performance of the State of Louisiana presents a
narrative overview and analysis of the financial activities of the State for the year ended June 30, 2009. This document
focuses on the current year’'s activities, resulting changes, and currently known facts. Please read this document in
conjunction with the additional information contained in the transmittal letter presented on pages 1 - 5 and the financial
statements of the State, which begin on page 25.

FINANCIAL HIGHLIGHTS

e Government-wide:

Net Assets — The assets of the State exceeded its liabilities at the close of the fiscal year by $21 billion, a decrease
of less than 1.0% from the prior fiscal year. This amount includes $6.9 billion, which is restricted and not available to
pay the general obligations of the State.

Changes in Net Assets — Net assets of governmental activities decreased by $156 million (0.8%), while net assets of
the business-type activities decreased by $32 million (1.3%).

e Fund Level:

As the State completed the year, its governmental funds (as presented in the balance sheet on page 27) reported a
total fund balance of $10.6 billion (an 8% decrease from the prior year balance). Unreserved/undesignated fund
balance constitutes 61% of this total, which is available for spending in the coming year. The remainder of this fund
balance is reserved to indicate it is not available for spending because it has already been committed.

e Long-term Debt:

The State’s long-term obligations for governmental activities increased by $1.2 billion or 12.4%. The major portion
of this increase in debt is due to other postemployment benefits which increased $621 million (104%), and revenue
bonds were issued for the Transportation Infrastructure Model for Economic Development Fund. The State also
implemented GASB Statement No. 49, Accounting and Financial Reporting for Pollution Remediation Obligations,
which added another $27 million to the State’s other long-term liabilities.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is an introduction to the Basic Financial Statements of the State of Louisiana, which are
comprised of the following:

. Government-wide financial statements
. Fund financial statements
. Notes to the basic financial statements

This report also contains Required Supplementary Information in addition to the Basic Financial Statements.
Government-wide Financial Statements — Reporting the State as a Whole

The government-wide financial statements are designed to provide readers with a broad overview of the finances of the
State of Louisiana as a whole, and are prepared in a manner similar to a private sector business. The statements
provide both short-term and long-term information about the financial position of the State, which helps in assessing the
economic condition of the State at the end of the fiscal year. These reports are prepared using the flow of economic
resources measurement focus and the accrual basis of accounting, methods that are similar to those used by most
businesses by taking into account all revenues earned and expenses incurred in the fiscal year regardless of when cash
is received or paid.
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The government-wide financial statements include the following two statements:

The Statement of Net Assets (page 25) presents the current and long-term portions of the assets and liabilities of the
State separately and is the basic government-wide statement of position at fiscal year end. Using the format of assets
minus liabilities equal net assets, this statement reports the governmental activities separately from its business-type
activities. Over time, increases or decreases in net assets may serve as a useful indicator of whether the financial
position of the State is improving or deteriorating.

The Statement of Activities (page 26) presents information showing how the net assets of the State changed as a result
of current year operations and how those operations were financed. This statement presents expenses before revenues
to emphasize the fact that revenues are generated expressly for providing services, rather than as an end in
themselves. Regardless of when cash is affected, all changes in net assets are reported when the underlying
transactions occur. As a result, transactions are included that will not affect cash flows until future fiscal periods (e.g.,
uncollected taxes and earned but unused leave).

Both government-wide statements report three types of activities:

Governmental Activities — The activities in this section are mostly supported by taxes and intergovernmental revenues
(federal grants). Most services normally associated with State government fall into this section and they include general
government; culture, recreation and tourism; transportation and development; public safety; health and welfare;
corrections; youth services; conservation and environment; and education.

Business-type Activities — These activities normally are intended to recover all or a significant portion of their costs
through user fees and charges to external users of goods and services. The business-type activities operated by the
State include the Unemployment Trust Fund, among others.

Component units — Component units are legally separate organizations for which the elected officials of the government
are financially accountable or have significant influence in governing board appointments. Among the component units
included are public colleges and universities, the Louisiana Stadium and Exposition District, and the Southeast
Louisiana Flood Protection Authority-East and West. For a list of some of the component units included in the
government-wide statements, see Note 1 of the notes to the basic financial statements.

Fund Financial Statements

The fund financial statements begin on page 27 and provide more detailed information than the government-wide
statements by providing information about the most significant funds of the State. A fund is a grouping of related
accounts used to maintain control over resources, which are segregated for specific activities or objectives. The State of
Louisiana uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements. For
governmental activities, fund financial statements indicate how these services were financed in the short-term as
opposed to the government-wide statements, which present a long-term view of the State finances. The three
categories into which the funds of the State can be classified are governmental funds, proprietary funds, and fiduciary
funds.

Governmental funds account for most of the functions reported as governmental activities in the government-wide
financial statements. Governmental fund financial statements focus on short-term inflows and outflows of expendable
resources and the balances of these resources available at fiscal year end. Such information may be useful in
evaluating the current financing requirements of the State. Governmental funds are reported using the modified accrual
basis of accounting, which measures cash and all other financial assets that can readily be converted to cash.

GASB Statement 34 has shifted the focus of governmental fund financial statements from fund types to major funds.
Louisiana accounts for its activities in 264 active funds; of this total, 230 are governmental funds, 20 are proprietary
funds, and 14 are fiduciary in nature. Information is presented separately on the governmental funds balance sheet and
the governmental funds statement of revenues, expenditures, and changes in fund balance for the funds determined to
be major funds; the remaining governmental funds are presented in a single column on these statements. Combining
statements for these funds are presented on pages 110 - 145 of this report.

Proprietary funds encompass enterprise funds and internal service funds. When the State charges customers for the
services it provides, whether to outside customers (enterprise funds) or to other state agencies (internal service funds),
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the services are generally reported in the proprietary funds. Enterprise funds are used to report the same functions
presented as business-type activities in the government-wide financial statements. Proprietary funds apply the accrual
basis of accounting utilized by private sector businesses. Internal service funds are used to accumulate and allocate
costs internally among the various functions of the State. Because the internal service funds mainly benefit
governmental rather than business-type functions, they are included in the governmental activities in the government-
wide financial statements.

Fiduciary funds are used to account for resources held for the benefit of parties outside the government. Fiduciary funds
are not reflected in the government-wide financial statements because the resources of those funds are not available to
support State programs. The State is responsible for ensuring that the assets reported in these funds are used for their
intended purpose. The fiduciary fund category includes pension trust funds, investment trust funds, private-purpose
trust funds, and agency funds.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the government-
wide and fund financial statements. The notes to the financial statements can be found on pages 41-101 of this report.

Required Supplementary Information (RSI)

In addition to the basic financial statements and accompanying notes, this report also presents budgetary comparison
schedules for the General Fund, which can be found on page 103 of this report.

THE STATE AS A WHOLE
Government-wide Financial Analysis

The State’s overall financial position and results of operations for the past two years for the primary government are
summarized in the following statements based on the information included in the government-wide financial statements:

Statement of Net Assets
(in thousands)

Total
Governmental Business-type Primary
Activities Activities Government
2009 2008 2009 2008 2009 2008

Current and other assets $ 16,770,822 $ 16,926,137 $ 2,539,849 $ 2674337 $ 19,310,671 $ 19,600,474

Capital assets 16,760,618 15,169,607 283,682 185,782 17,044,300 15,355,389

Total assets 33,531,440 32,095,744 2,823,531 2,860,119 36,354,971 34,955,863
Other liabilities 4,494,292 4,063,016 78,974 80,022 4,573,266 4,143,038
Long-term debt outstanding 10,515,442 9,355,209 243,633 246,781 10,759,075 9,601,990

Total liabilities 15,009,734 13,418,225 322,607 326,803 15,332,341 13,745,028
Invested in capital assets,

net of related debt 14,091,358 12,780,381 119,033 19,755 14,210,391 12,800,136
Restricted 5,489,526 5,214,389 1,417,455 1,572,760 6,906,981 6,787,149
Unrestricted (1,059,178) 682,749 964,436 940,801 (94,742) 1,623,550

Total net assets $ 18521,706 $ 18,677,519 $ 2,500,924 $ 2533316 $ 21,022,630 $ 21,210,835
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Net Assets:

As noted earlier, the overall financial position for the State decreased slightly (0.9%) from the previous year with net
assets decreasing to $21 billion. Net assets for governmental activities decreased $156 million (0.8%) and net assets
for business-type activities decreased $32 million (1.3%). The largest portion of the net assets of the State, $14.2 billion
(68%), reflects investment in capital assets (e.g., land, roads, buildings, machinery, and equipment) net of related debt.
These net assets are used to provide services to residents of the State, and consequently are not available for future
spending. Capital assets increased by $1.7 billion (11%), due mainly to infrastructure improvements under the
Louisiana Transportation Infrastructure Model for Economic Development (TIMED) Program discussed in more detail in
the capital asset section of the MD&A.

In contrast, current and other assets (e.g., cash, investments, receivables, and inventory) totaled $19.3 billion (53%) of
total assets at fiscal year end, and the State uses these resources in part to repay debt associated with capital assets.
The current and other assets of the State at June 30, 2009, represent a decrease of 1.5% from the prior fiscal year.
Cash and investments have decreased by $590 million (4.2%), mainly due to market declines and the downturn in the
economy, which has impacted tax collections and other revenues.

Restricted net assets represent those assets not available for spending as a result of legislative or constitutional
requirements, donor agreements, or grant requirements. Restricted net assets increased by $275 million (5.3%) from
the previous fiscal year for governmental activities, reflecting an increase of $2.6 billion restricted for other purposes and
a decrease of $2.3 billion restricted for capital projects. The increase in the amount restricted for other purposes is a
result of a change in the way fund balances are presented on the government-wide statements for special revenue
funds. The decrease in the amount restricted for capital projects is the result of no general obligation bonds being sold in
fiscal year 2008 or 2009 for capital projects. General obligation bonds for 2009 capital projects were sold on November
4, 2009.

Restricted net assets decreased by $155 million (10%) for business-type activities, primarily caused by a decrease in
the amount restricted for unemployment compensation, which is reported in the Unemployment Trust Fund. Balances in
the fund continue to decrease reflecting the large increase in unemployment claims following lay-offs related to the
downturn in the nation’s economy.

For fiscal year 2009, unrestricted net assets decreased by $1.7 billion (255%) from 2008 for governmental activities. A
large portion of this decrease reflects the result of a change in the way fund balances are presented on the government-
wide statements for special revenue funds. Other factors for this decline include a decrease in investments due to the
market decline; decreases in royalties due to the decline in oil process from the previous year; and a decline in tax
revenue due in part to the national recession.

Unrestricted net assets increased by $24 million (2.5%) for business-type activities, reflecting an increase of $13 million
for the Municipal Facilities Revolving Loan Fund. This fund provides loans and other financial assistance to
municipalities for the construction of waste water treatment facilities. The increase is the result of the loan portfolio
stabilized with repayments ex