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January 5, 2001

AUDITORS REPORT
DEPARTMENT OF AGRICULTURE
FOR THE FISCAL YEARS ENDED JUNE 30, 1997, 1998 AND 1999

We have examined the financid records of the Depatment of Agriculture for the
fiscd years ended June 30, 1997, 1998 and 1999. This report of that examination
consgts of the Comments, Recommendations and Certification that follow.

This audit examination of the Department of Agriculture has been limited to assessng
compliance with certain provisons of financid related laws, regulations, contracts and
grants, and evauating interna control structure policies and procedures edtablished to
ensure such compliance.  Financid dtatement presentation and auditing are being done on
a Statewide Single Audit basis to include dl State agencies.

COMMENTS
FOREWORD:

The Depatment of Agriculture operates under the provisons of Title 22, Chapters
422 through 425, 427a, 428a through 437, and 438a through 438d, and Title 26, Chapters
491 through 492 of the Genera Statutes. The mission of the Department is to foster a
hedthy economic, environmentd and socid climate for agriculture by developing,
promoting and regulating agricultural businesses;, protecting agriculturd and agquacultura
resources, enforcing laws pertaning to domestic animds and promoting an
understanding of agriculture to the State's economy. In accordance with Section 26-192a
of the Gened Sautes the Depatment of Agriculture adminigers the Shdlfish
Sanitetion progran to ensure safe shdlfish areas for commercid and recrestiond
harvesing. The Agency dso leases submerged land to the aguaculture industry for
shelfish culture.  Shirley Ferris was gppointed Commissioner on February 3, 1995, and
was the Commissioner during the audited period.
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During the current audited period legidation was enacted to create two new councils
within the Department of Agriculture.  The new councils were the Connecticut Seafood
Advisory Council and the Connecticut Food Policy Council. The Connecticut Seafood
Advisory Council was edtablished under P.A. 97-145 effective June 13, 1997, and
codified under Section 22-455 of the Generd Assembly. The Council was established to
assg in the promotion of Connecticut seafood products and to examine market
opportunities.  The Connecticut Food Policy Council was established by P.A. 97-11 of
the 1997 Specia Session of the Genera Statutes effective July 1, 1997, and codified
under Section 22-456 of the Generd Statutes. The council was established to develop,
coordinate and implement a food sysem policy linking loca economic development,
environmenta protection and preservation with farming and urban issues.

RESUME OF OPERATIONS:
General Fund:

Receipts:

Gened Fund receipts of the Depatment of Agriculture condsted primarily of
licenses, fees, renting of oyster grounds, grants, and refunds of expenditures. Recepts
for the three fiscd years examined and the prior fiscal year are summarized below:

Fiscal Year Ended June 30,

1996 1997 1998 1999
Revenue and Other Receipts:.
Refunds of Expenditures.
Current Y ear $528 $ 15672 $ 56445 $ 66,922
Prior year 577,275 653,171 678,165 736,008
Analysis of feeds and fertilizers 273,030 331,984 396,470 370,824
Oyster grounds 176,426 339,330 580,982 660,129
Licenses 256,441 178,629 346,716 275,891
Miscellaneous receipts 68,250 60,929 65,756 54,446

Total Revenue and Other Recelpts 1,353,707 1,579,715 2,124,534 2,164,220
Redtricted Contributions:

Federal Grants 308,833 290,007 268,061 376,783
Grants other than Federal 508,811 318,448 436,489 629,819
Total Restricted Contributions 817,644 608,455 704,550 1,006,602

Total General Fund Receipts  $2,174,351 $2,188,170 $2,829,084 $3,170,822

The increase in receipts was caused primarily by an increase in oyster grounds
revenue. This was caused by an increase in the competition of potentid farmers willing
to lease oyster grounds. Since oyster grounds are intidly leased to the highest bidder,
this increase in competition led to an increase in the dollar amount of the bids offered by
the potentia farmers.
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Expenditures:

Expenditures for the three fiscd years examined and the prior fiscd year ae
summarized below:

Fiscal Year Ended June 30,

1996 1997 1998 1999
Budgeted Accounts:

Personal services $2,464,063 $2,562,578 $2,844,974 $3,109,086
Contractual services 519,827 502,892 486,013 696,154
Commodities 87,565 103,348 93,143 82,412
Sundry charges 101,139 96,543 28,538 214
State aid grants 7,600 600 70,137 163,466
All other 0 33 0 0

Total Budgeted Accounts 3,180,194 3,265,994 3,522,805 4,051,332
Redtricted Accounts:

Other than Federal 571,539 218,284 434,764 754,099
Federal 309,134 296,201 271,825 393,181
Total Restricted Accounts 880,673 514,485 706,589 1,147,280
Total Expenditures $4,060,867 $3.780.479 $4,229,.394 $5,198,612

Persond sarvices represent the mgority of expenditures during the audited period.
Those expenditures incressed primarily because of collective bargaining increases and
the gradua change of the workweek from 35 hours to 40 hours. The costs associated
with the newly established Connecticut Seafood Advisory Council and the Connecticut
Food Policy Council were responsble for the increase in contractual services and other
than Federal expenditures during the 1998 and 1999 fisca years. Adjustments to the
coding of expenditures caused the changes in sundry charges and State aid grants during
the 1998 and 1999 fiscal years.

Regional Market Operation Fund:

The Regiond Market Operation Fund is a speciad revenue fund that operates under
the provisons of Section 22-75 of the Generd Staiutes  This fund maintans the
operding revenues and expenditures of the Connectict Marketing Authority.  The
Connecticut Marketing Authority operates under the provisons of Sections 22-62
through 22-78a of the Generd Statutess The Marketing Authority develops and
maintans marketing facilities to provide an economica didribution of Connecticut's
agriculture,

The operating revenue of this fund conssted primarily of rental payments received on
buildings and properties of the Connecticut Marketing Authority. Recelpts for the 1995-
1996 fiscal year totaed $857,414. Receipts for the 1996-1997, 1997-1998 and 1998-
1999 fiscal years totaled $850,638, $847,368 and $871,364, respectively.

A summary of operating expenditures for this fund during the audited period and
those of the previousfiscd year follow:
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Fiscal Year Ended June 30,

1996 1997 1998 1999

Personal services $382,701 $407,683 $363,813 $301,596
Contractual services 86,289 84,704 89,427 100,221
Commodities 11,058 12,759 11,760 12,208
Sundry charges 153,118 137,628 109,233 108,623
Equipment 0 2,100 1,493 0
Totd $633.166 $644.874 $575.726 $522.648

In addition to the above expenditures, the Treasurer paid debt service on bonds from
this Fund totaling $214,076 for the 1995-1996 fisca year and $208,242, $201,879 and
$186,044 for the 1996-1997, 1997-1998 and 1998-1999 fisca years, repectively.

The totd expenditures decreased primarily because the number of filled full time
employee positions decreased from 10 to eight during the audited period.

Agricultural Land Preservation Fund:

The Agriculturd Land Presarvation Fund is a cegpitd projects fund from which
expenditures are made in conjunction with the State’'s program for the preservation of
agriculturd land.  This program is administered by the Agency under the provisons of
Title 22, Chapter 4223, of the General Statutes.

Fund expenditures for the 1995-1996 fisca year totaled $2,390,505. Expenditures for
the 1996-1997, 1997-1998 and 1998-1999 fiscd years totaled $870,725, $447,090 and
$767,748. The expenditures conssted primarily of payments for the purchase of
development rights to farmland in Connecticut.

Pending Receipts Fund:

This fund is primarily used by the Agency for the collection of dog license fees and
shellfish taxes and rents, which are subsequently distributed to the State and appropriate
municipdities. The total recepts of this fund for the 1995-1996, 1996-1997, 1997-1998
and 1998-1999 fisca years was $769,235, $862,784, $1,071,464 and $831,926,

repectively.
Dog License Fees:

Under the provisons of Section 22-347 of the Generd Statutes, town treasurers or
other fiscd officers are required to remit a portion of dog license fees to the State.  Since
the Depatment of Agriculture oversees the regulatory and enforcement activities for
canine control the Agency has been designated to collect and account for these fees
before digtribution is made to the State Treasurer.
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Shellfish Taxes and Rents:

Under the provisons of Section 26-257 of the Generd Statutes, the Department of
Agriculture, through its Aquaculture Divison, is respongble for collecting taxes and
lease rental payments from loca shdlfish grounds. These grounds are owned by the State
or by the respective municipdities. These grounds are locaed in the municipdities of
Milford, New Haven, West Haven and Westport. Receipts from grounds owned by the
municipaities are distributed to the municipdities after the close of each fiscd year.

PROGRAM EVALUATION:

In accordance with Section 2-90 of the Generd Statutes the Auditors of Public

Accounts are authorized to review an area of the Agency’s operaions for performance
and efficiency.

The Depatment of Agriculture collects various taxes, licenses, fees and rents. This
revenue varies from the collection of taxes for oyster grounds, licenses for milk deders
and dogs, and fees for the andyss of fertilizer and feed, to the rentd of space a the
regiond market and oyster grounds. The Dog Fund was sdected for our review. The
scope of our review was to develop an understanding of the related Genera Statutes and
regulations that govern the various rates charged, the purpose for the fees and licenses,
how long the specific rates have been in effect, if the agency has reviewed these rates for
propriety and effectiveness, and whether the rates and fees appear to be sufficient to meet
their intended purpose.

We determined that the Agency had not reviewed and updated the various fees and
licenses associated with the Dog Fund.

Background: The Dog Fund is an account within an agency fund in the custody
of the State Treasurer administered for the State Treasurer by the
Depatment of Agriculture.  Municipdities are required to have a
smilar account as part of their respective records. Funds received
for licenses and fees under Chapter 435 of the Generd Statutes by
the municipdities are to be deposted in their respective dog fund
accounts.  Annudly the municipdities are to digtribute 50 or 40
percent of their collections from thelr dog fund accounts to the
Depatment of Agriculture. The amount receved by the
Depatment from the municipdities is applied to rdated
adminidrative cods. Recepts in excess of those adminigrative
costs are returned to the municipdities on a pro rata bads for
redepodt into the respective municipdities dog fund account. In
accordance with Section 22-347 of the Generd Statutes, al funds
in the municipdities Dog Fund accounts, except funds to be sent
to the State, are to be used for costs associated with the licensing,
cae and control of dogs unless otherwise authorized by the
Department of Agriculture.
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Criteria;

Condition:

Effect:

Cause:

Recommendation:

Agency Response:

In accordance with Section 22-4c of the General Statutes the
Commissioner of Agriculture may require the payment of a fee
aufficient to cover the reasondble cost of acting upon an
goplication for and monitoring compliance with the terms and
conditions of any State or federal permit, license, regidration,
order and certificate.

Our review observed that most of the licenses and fees associated
with the Dog Fund under Chapter 435 of the Generd Statutes had
not been updated in many years. Some of these are: the fine of $50
for obdructing an animd control officer from preventing crudty
upon a dog has been in effect snce 1949, municipaities have been
charged five cents per dog tag ordered through the State since
1949, municipa anima control officer's fee of five dollars for a
dog returned to an owner has been the same since 1963, 50 cents
collected by municipdities for issuance of a new license in a new
town has been the same since 1963 and the licensng of dogs has
remained a five dollars for derilized dogs and nine dollars for un-
neutered or un-spayed dogs since 1989.

The annua expenditures associated with the dog fund administered
by the Depatment of Agriculture exceeded the annud receipts
from the municipdities by approximaely $25400 and $178,000
during the 1998 and 1999 fiscd years, respectively. When fees or
licenses are not updated they may not be sufficient to offset current
program cods to administer and ensure compliance with laws and
regulations.

Dog fund licenses and fees have not been updated by the Agency
in many years.

The Agency should review dl the fees and licenses of Chapter 435
of the Generd Statutes to determine if they are sufficient for the
adminigration of the program and meet the intent of the Statutes.
(See Recommendeation 8.)

“The only fees collected and /or paid by the municipalities, which
could be increased to offset the rise in expenses of the program
would be the license fees and the cost of dog tags. The agency
will, however, review dl the relaed fees in Chapter 435 and the
expenditures charged to the Dog Fund as recommended.”
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CONDITION OF RECORDS

Our review of the records of the Depatment of Agriculture reveded the following
aress that warrant comment.

Connecticut Marketing Authority-L oan Agreement:

Criteria;

Condition:

Effect:

It is a sound busness practice to obtan legd counsd when
entering into a contract or loan agreement to ensure that the
document is legd and binding. A contract is dso needed to
document the rights and obligations of al the parties and protect
ther interests.

The Connecticut Marketing Authority (CMA) acquired equipment,
which it provided to a private company based on an inappropriate
loan agreement. Even though CMA received Bond Commisson
approva for the use of bond funds and the CMA Board approved
the loan agreement, sound business procedures were not followed
to ensure that the State' s interests were protected.

During the 1993 fiscd year the CMA initisted a “Cluser Farm
Project”. This project was to provide a means for smdl farmers
included in the project to ddiver their produce to retalers,
gpecifically produce requiring refrigeration.  The CMA  purchased
five refrigerated tractor trailers at a cost of $68,825. Funds totding
$75,000 for this purchese were appropriated from a State bond
fund, which was gpproved by the State Bond Commission in June
1993. Subsequently CMA  entered into an agreement with a
private contractor to use and maintain the tractor trailers to provide
the sarvice needed by the famers to ddiver ther produce to
market. The cost of the trailers was to be reimbursed to the State
by the contractor through a loan agreement of $75,000 to be pad
over ten years. According to the agreement the tota amount of the
loan if pad over the tenyear period would equa $103,875 of
principle and interest.

Currently the contractor has stopped making payments on the loan.
The last payment was received in December 1997. The totd
payments received were $35,304 leaving a badance of $8,571 on
the $103,875. In addition, because the loan agreement does not
appear to be an appropriate document, the State's recourse may be
limited. The State has title to the trallers, but they are currently in
the possession of the contractor. This represents an unsafe handling
of State funds and property, which was reported to the Governor
and other State Officids by the State Auditors on June 13, 2000, in
accordance with Section 2-90 of the General Statutes.
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Cause:

Recommendation:

Agency Response:

It appears that the Agency did not use sound judgment to establish
aloan agreement with a private contractor.

The Agency should not enter into loan agreements without
consultation with and approval of the Attorney Generad to ensure
that the agreement is appropriate, legd and binding.  (See
Recommendation 1.)

“The Agency will seek to write off debt. Appropriate action will
be taken to remove the trailers out of the State€'s ownership. The
Attorney Generd’s approva will be obtained prior to entering into
any smilar contract.”

Connecticut Marketing Authority-Sublease:

Criteria;

Condition:

Effect:

Cause:

In accordance with Section 22-64 of the Generd Statutes, the
Connecticut Marketing Authority may lesse market facilities and
land in portions (1) to an agriculturd cooperative organized under
the laws of this State and (2) to wholesdlers of farm produce or
fam supplies and (3) to deders in other commodities, if the
authority determines that the sde of such other commodities is of
genera benefit to the market, and (4) to persons rendering services
connected therewith essentid to the market. The authority shal
collect rentd for the expense of operaing and mantaning its
property. In accordance with Section 22-62 of the Generd
Statutes, marketing facilities are to be operated on a nonprofit
basis.

The Authority rented five ddls of the regiond market to a private
contractor. The contractor does not operate directly at the regiona
market and the contractor has sublet the five ddls to another entity
a a profit. The contractor does not appear to meet the conditions
for having a lease in accordance with Section 22-64 of the Generd
Satutes. The contractor is paying a monthly renta of $3,580 and
is receiving a monthly payment of $5,000 for dlowing another
contractor to use the sdls.

The Connecticut Marketing Authority has a rentd lease with a
private entity that is contrary to the provisons of Section 22-64 of
the Genera Statutes  The Connecticut Market Authority was
organized to operate on a nonprofit bass, and to provide an
economicd means to didribute agricultural products. Allowing a
contractor to make a profit on the renta of stalls does not appear to
be in agreement with the objectives of the Connecticut Marketing
Authority.

The Agency and the CMA Board gpproved the origind lease and
the right of the lessee to sublet the sdls.
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Recommendation:

Agency Response:

Market facilities should only be rented to those entities that are in
compliance with the requirements of Section 22-64 of the Generd
Statutes.  The Agency should ensure that the respective lessees do
not sublet market fecilities a a profit. (See Recommendation 2.)

“The new leases, effective duly 1, 2000, will have the gppropriate
language to prevent this occurrence.”

Connecticut Marketing Authority-L eases:

Criteria;

Condition:

Effect:

Cause:

Recommendation:

Agency Response:

In accordance with Section 22-64 of the Generd Statutes, the
Marketing Authority may lease market facilities under the control
of the Authority, subject to the provisons of Section 4b-3 of the
General Statutes. Section 22-64 dso requires the Authority to
maintain a written record of the reasons why a prospective tenant
has been granted or denied a lease. Sound business practice
dictates that there should be an appropriate lease agreement
between the Authority and the tenants to define the duties and
rights of both parties under the exigting lease agreement.

Our review of lease agreements between the Authority and the
tenants of the Marketing Authority reveded that three of the
tenants currently operating a busness a the regionad market did
not have a dgned tenant lease agreement. Also, the Authority has
no record of the reasons why the tenants were granted the lease.

The Authority rented ddls to some tenants contrary to the
provisons of Section 22-64 of the Generd Statutes. In addition,
gnce some of the tenants have no lease agreement, the rights and
obligations of these tenants and the Authority are not defined.

The Authority entered into a five-year lease agreement with each
tenant. All the exiging lease agreements coincide in duration and
end on the same date. Since the leases are amilar, this dlows the
Agency to process them through the State system at one time, thus
saving duplicate effort. The existing lesses are scheduled to end as
of dune 2000 and the Agency dected to wait until that time to enter
into lease agreements with the three new tenants.

The Marketing Authority should establish and implement proper
procedures to ensure that dl tenants have an appropriate lease
agreement and a written record of the reasons the tenants have
been granted alease. (See Recommendation 3.)

“This occurred during a trandtion period when there was
gpeculation of privetization and/or sde of the market. There was
no ability to enter into lease agreements. Effective July 1, 2000
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Revenue:

Criteria;

Condition:

Effect:

Cause:

Recommendation:

Agency Response:

each tenant will have a lease and written records of reasons tenants
are or are not granted leases will be onfile”

In accordance with Section 432 of the General Statutes, an agency
recalving $500 or more of State funds shdl within 24 hours of its
receipt deposit the fundsin a designated depository.

Our sample of 70 transactions for the 1997, 1998 and 1999 fiscd
years reveded 38 deposts that were not made in compliance with
Section 4-32 of the General Statutes. The deposits ranged from
one to fifteen days late and totaled $27,423.

In these indances the Agency was not in compliance with the
provisons of Section 4-32 of the Generd Statutes. This deprives
the State of the timely recelpt and use of revenue. Our findings
were reported to the Governor and other State Officids by the
Auditors of Public Accounts on June 29, 2000, in accordance with
Section 2-90 of the General Statutes.

The receipts in quesion ae primarily for the issuance of milk
licenses. There appears to ke two reasons for the late deposits. The
Agency verifies the accuracy of the payment, issues the license and
then makes the deposit. This process can take more than the
dlotted time provided by the Statute. In addition the volume of
licenses to be processed can be extensve during certain times of
the year since dl licenses are due a the same time. For example
the payments received for licenses can exceed two thousand
transactions during the busiest month.

The Agency should deposit revenue in accordance with Section 4
32 of the Generd Statutes or obtain a waiver from the Treasurer to
extend the 24 hours time limit. (See Recommendation 4.)

“This occurrence was primarily during pesk renewd periods. The
automated system was designed to alow for more multiple persons
to enter a one time. However, in one year we experienced severa
‘crashes with the system and were unable to use the system a al,
findly establishing a manud sysem to coincide with eventud data
entry. The fix only dlowed for one person to access the system
which created a back up of depodts. The rewrite of a new Y2K
compliant and more reliable data base software has been ingaled
and new processes for license approvals should prevent future
occurrences.  The Agency will dso request extensons from the
Treasurer’s Office, if necessary.”

10
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Reporting of Dog License and Animal Population Control Fees:

Criteria;

Condition:

Effect:

Cause:

Recommendation:

Agency Response:

Section 22-328 of the Generd Statutes authorizes the
Commissioner to enforce the provisons of Chapters 435, 436 and
436a of the Generd Statutes. Sections 22-347 and 22-3801 of the
Generd Statutes edtablishes the amount of fees to be pad to the
State by the various municipdities for dog license fees and animd
population control fees.

Annud fee receipts per the Town Dog Fund Report submitted by
some towns increased or decreased dramatically from one year to
the next year during the 1997, 1998 and 1999 fiscad years. For
example an increase of 202 percent and a decrease of 59 percent
were noted during those fiscd years. The Agency could not verify
the accuracy of the fees reported or reconcile those fees reported to
the license payments received by the Agency.

The fees collected from the towns could be incorrect. The Agency
canot determine if the unusud fluctuations in license receipts of
some reports were caused by poor record keeping or an actud
change in licenses issued. Controls by the Agency to ensure tha
the towns are collecting, reporting and submitting their far share
of license collections to the Dog Fund are weakened.

The annuad reports submitted by the towns do not contan
aufficdent information to dlow the Agency to reconcile those
reports to the amount of license fees submitted to the Agency.

The annud Town Dog Fund Report should be revised to include
aufficent information s0 that the Agency can make a reasonable
determination that the reports are accurate and can be reconciled to
the license fees submitted to the Dbg Fund. (See Recommendation
5)

“A review of the information requested and presented on the
issuance of dog tags and dog licenses is underway to determine
what information is needed and how it can be collected.”

Animal Population Control Report:

Criteria;

Condition:

Section 22-380k of the Generd Statutes requires the Commissioner
to submit an annua report to the joint standing committee of the
Gengd Assmbly having cognizance of matters rdating to the
environment. The report should evauate the effectiveness of and
recommend appropriate datutory or regulatory changes for the
anima population control program.

The last report submitted by the Agency wasin 1996.

11
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Effect:

Cause:

Recommendation:

Agency Response:

Dog Fund:

Criteria;

Condition:

Effect:

Cause:

The Agency is not in compliance with the Statute and the Generd
Assembly is not informed about the dtatus of the anima population
control program.

The cause could not be determined.

The Agency should prepare and submit the anima population
control program report to the Genera Assembly as required by
Section 22-380k of the Genera Statutes. (See Recommendation
6.)

“The Agency will prepare and file the animd population control
program report as required.”

Section 22-328(b) of the General Statutes specifies that expenses
incurred in the adminigration of Chepter 435 of the Generd
Satutes shdl be pad from dog funds in the custody of the
Treasurer, which have been recaeved from the severd
municipdities for the same fiscd year as the expenses are incurred.
Section 22-348 of the Generd Statutes requires that the balance of
dog license fees remaining unexpended on August firg following
shall be returned, pro rata, to the towns.

The dog fund is an account within an agency fund in the custody of
the Treasurer. The available cash balance of that account as of June
30, 1999, was $549,540. This represents an accumulation over
many years of receipts from municipdities that could have been
digributed back to the municipdities. However, this bdance of
$549,540 is apparently understated by $25,392. The $25,392
represents an excess amount that was transferred to the Generd
Fund on September 30, 1998, for the Agency’s prior year
expenses. The $25,392 should not have been transferred because
the receipts collected for the 1997-1998 fiscd year fel short of the
expenses by that amount.

Funds available for didribution to the various municipdities of the
State had not been digributed. This deprived those municipalities
of funds that are used for the adminigration of their respective dog
funds.

Public Act 98-12 effective July 1, 1998, which was codified under
Section 22-328(b) dlarified the application of expenditures to the
receipts. Until this Act was passed the Agency was unsure how to

apply expenditures.

12
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Recommendation:

Agency Response:

The Agency should seek the assgtance of the Comptroller to
determine the proper amount of the balance of the Dog Fund and
the proper didribution to the vaious municipdities (See
Recommendetion 8.)

“The Agency is in contact with the Comptroller’s Office for ther
assgance in determining the proper amount and appropriate
digribution of any accumulation to the municipaities.”

13
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RECOMMENDATIONS

Satus of Prior Audit Recommendations:

Licensng procedures and record keeping for milk deder licenses should be
improved. This recommendation has been resolved.

Appropriation baances for inactive grant programs should be reviewed and
closed if gppropriate. This recommendation has been resolved.

Advances made by the Generd Fund should be reimbursed in a timey manner.
Thisrecommendation has been resolved.

The Agency should resolve the defict in the Dog License Fund.  This
recommendation has been resolved.

The Agency should ensure that Dog Fund reports are recelved in compliance with
Section 22-347 of the General Statutes. This recommendation has been resolved.

Reports from towns, which show dgnificant increases or decreases in dog license
fees should be reviewed for accuracy. This recommendation is revised and
repeated. (See Recommendation 6.)

Required documentation for Federal grant sdaries should be provided. This
recommendation has been resolved.

The Agency should seek reped of the provisons of Sections 22-26e and 22-26h
of the Generd Statutes. This recommendation has been resolved.

Current Audit Recommendations;

The Agency should not enter into loan agreements without consultation with
and approval of the Attorney General to ensure that the agreement is
appropriate, legal and binding.

Comment;

The Connecticut Marketing Authority (CMA) entered into a loan agreement for
$75,000 with a private company in June 1993. That agreement was reviewed by
the Attorney Generd’s Office in July 1997 and deemed an inappropriate
document. The last payments made on the loan were received in December 1997
and it gppears the State’ s ability to collect the baance of the loan islimited if any.

14
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2. Market facilities should only be rented to those entities that are in
compliance with the requirements of Section 22-64 of the General Statutes.
The Agency should ensure that the respective lessees do not sublet market
facilitiesat a profit.

Comment:

The Marketing Authority rented five gtdls to a contractor who does not meet the
criteria of a lessee in accordance with Section 22-64 of the Genera Statutes. In
addition that contractor was authorized by the Marketing Authority to sublet those
ddls. The contractor sublet the stdls for $1,420 more per month than his rentd
lease with the Marketing Authority.

The Marketing Authority should establish and implement proper procedures
to ensure that all tenants have an appropriate lease agreement and a written
record of the reasonsthetenants have been granted a lease.

Comment:

Three of the tenants currently operating a business at the regional market did not
have a sgned tenant lease agreement. Also, the Authority had no record of the
reasons why the tenants were granted the lease.

4. The Agency should deposit revenue in accordance with Section 432 of the
General Statutes or obtain a waiver from the Treasurer to extend the 24
hour timelimit.

Comment:

Our review of 70 sampled transactions for the 1997, 1998 and 1999 fiscal years
revedled 38 depodts that were not made in compliance with Section 432 of the
General Statutes. The deposits ranged from one to fifteen days late and totaled
$27,423.

5. The annual Town Dog Fund Report should be revised to include sufficient
information so that the Agency can make a reasonable determination that the
reports are accurate and can be reconciled to the license fees submitted to the
Dog Fund.

Comment:

The Agency could not verify the accuracy of the fees reported or reconcile those
fees reported to the license payments received by the Agency. Thus a control to
ensure that the towns are collecting, reporting and submitting their fair share of
license collections to the Dog Fund is weakened.
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6. The Agency should prepare and submit the animal population control

program report to the General Assembly as required by Section 22-380k of the
General Statutes.

Comment:

The annua report has not been prepared or submitted to the Generd Assembly
since 1996.

The Agency should review all the fees and licenses of Chapter 435 of the
General Statutes to determine if they are sufficient for the administration of
the Dog Fund program and meet theintent of the Statutes.

Comment:

The licenses and fees associated with the Dog Fund under Chapter 435 of the
General Statutes have not been updated in many years. Some of the fees have been
in effect dnce 1949 and the most recent fee increase for the licenang of dogs
occurred in 1989.

The Agency should seek the assistance of the Comptroller to determine the
proper amount of the balance of the Dog Fund and the proper digtribution to
the various municipalities.

Comment:

The available cash badance of the Dog Fund as of June 30, 1999, was $549,540,
which could be digtributed to the gppropriate municipalities.
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INDEPENDENT AUDITORS CERTIFICATION

As required by Section 290 of the Generd Statutes we have audited the books and
accounts of the Department of Agriculture for the fisca years ended June 30, 1997, 1998
and 1999. This audit was primaily limited to peforming teds of the Agency’s
compliance with certain provisons of laws, regulations, contracts and grants, and to
understanding and evduding the effectiveness of the Agency’s interna control policies
and procedures for ensuring that (1) the provisons of certain laws, regulations, contracts
and grants applicable to the Agency are complied with, (2) the financid transactions of
the Agency are properly recorded, processed, summarized and reported on condstent
with management’'s authorization, and (3) the assets of the Agency are safeguarded
agand loss or unauthorized use. The financid datement audits of the Depatment
Agriculture for the fiscal years ended June 30, 1997, 1998 and 1999 are included as a part
of our Statewide Single Audits of the State of Connecticut for those fisca years.

We conducted our audit in accordance with generally accepted auditing standards
and the standards gpplicable to financid-related audits contained in Government Auditing
Sandards, issued by the Comptroller Generd of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether
the Depatment of Agriculture complied in dl materid or Sgnificant respects with the
provisons of certain laws, regulations, contracts and grants and to obtan a sufficient
underganding of the internd control to plan the audit and determine the nature, timing
and extent of tests to be performed during the conduct of the audit.

Compliance:

Compliance with the requirements of laws regulations contracts and grants
goplicable to the Depatment of Agriculture is the respongbility of the Department of
Agriculture s managemen.

As pat of obtaining reasonable assurance about whether the Agency complied with
laws, regulations, contracts, and grants, noncompliance with which could result in
ggnificant unauthorized, illegd, irregular or unsafe transactions or  could have a direct
and maerid effect on the results of the Agency’s financid operaions for the fiscd years
ended June 30, 1997, 1998 and 1999, we performed tests of its compliance with certain
provisons of laws, regulations, contracts, and grants. However, providing an opinion on
compliance with these provisons was not an objective of our audit, and accordingly, we
do not express such an opinion.

The results of our tests disclosed no instances of noncompliance that are required to
be reported under Government Auditing Sandards. However, we noted certain
immaterid or less than ggnificant ingances of noncompliance, which are described in the
accompanying “Condition of Records’ and “Recommendations’ sections of this report.
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Internal Control over Financial Operations, Safeguarding of Assets and
Compliance:

The management of the Depatment of Agriculture is responsble for establishing
and mantaning effective internd control over its financid operaions, safeguarding of
assets, and compliance with the requirements of laws, regulations, contracts and grants
applicable to the Agency. In planing and peforming our audit, we consdered the
Agency’s internd control over its financid operdions, safeguarding of assets, and
compliance with requirements that could have a materid or dgnificant effect on the
Agency’s financid operdions in order to determine our auditing procedures for the
purpose of evaduating the Depatment of Agriculturés financid operations, safeguarding
of assts, and compliance with certain provisions of laws, regulaions, contracts and
grants, and not to provide assurance on the interna control over those control objectives.

However, we noted certain matters involving the internd control over the Agency’s
financid operaions, safeguarding of assets and/or compliance that we consder to be
reportable conditions.  Reportable conditions involve matters coming to our attention
relating to sgnificant deficiencies in the design or operation of internad control over the
Agency’s financid operdions, safeguarding of assets, and/or compliance thet, in our
judgment, could adversdy affect the Agency’s dhility to properly record, process,
summarize and report financia data condsent with management's authorization,
safeguard assets, and/or comply with certain provisons of laws, regulations, contracts,
and grants. We bdlieve the following findings represent reportable conditions: a lack of
proper lease agreements by the Connecticut Marketing Authority (CMA); inappropriate
rentd of the market facility by the CMA; untimey deposts of receipts, and the Town
Dog Fund Report isinsufficient for proper monitoring.

A materid or sggnificant weakness is a condition in which the design or operation
of one or more of the internd control components does not reduce to a reativey low
levd the risk that noncompliance with certan provisons of laws, regulations, contracts,
and grants or the requirements to safeguard assets that would be materid in relation to the
Agency’s financid operaions or noncompliance which could result in  dgnificant
unauthorized, illegd, irregular or unsafe transactions to the Agency being audited may
occur and not be detected within a timely period by employees in the norma course of
performing their assigned functions. Our condderation of the interna control over the
Agency’s financid operations and over compliance would not necessarily disclose dl
matters in the interna control that might be reportable conditions and, accordingly, would
not necessarily disclose dl reportable conditions that are aso consdered to be materid or
sgnificant wesknesses. However, we believe that none of the reportable conditions
described above is a materia or significant weskness,

We dso noted other matters involving internd control over the Agency’s finendd
operations and over compliance, which are described in the accompanying “Condition of
Records’ and “Recommendations’ sections of this report.

This report is intended for the information of the Governor, the State Comptroller,
the Appropriations Committee of the Genera Assembly and the Legidative Committee
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on Program Review and Invedtigations. However, this report is a matter of public record
and itsdigribution is nat limited.
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CONCLUSION

We wish to express our appreciation for the cooperation and courteses extended
to our representatives by the personnd of the Department of Agriculture during this
examingtion.

Richard Labbe

Principa Auditor
Approved:
Kevin P. Johnston Robert G. Jaekle
Auditor of Public Accounts Auditor of Public Accounts
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