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INDEPENDENT AUDITORS ' REPORT 

To the Board of Commissioners Lafayette Public Power Authority Lafayette, Louisiana 

LANCE E. CRAPPELL. CPA CHERYL L BARTLEY, CPA BRENT J. MOUTON, CPA CHIP G. CANTRELI~ CPA 

We have audited the accompanying general purpose financial statements of the Lafayette Public Power Authority, a component unit of the Consolidated Government of Lafayette, Louisiana, as of October 31, 1997 and 1996, and for the years then ended. These financial statements are the responsibility of the Lafayette Public Power Authority's management. Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards Government Auditinq Standards issued by the Comptroller General of the United State~ and the provlsions of Louisiana Revised Statutes 24:513 and the Louisiana Governmenta~ Audit 13u]de Those standards require that we plan and perform the audit to obtaln reasonabl~ assurance about whether the financial statements are free of materlal misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. All 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 provides a reasonable basis for our opinion. In our opinion, the general purpose financial statements referred to in the first paragraph present fairly, in all material respects, the financial position of the Lafayette Public Power Authority, a component iunit of the Consolidated Government of Lafayette, Louisiana, as of October 31, 1997 and 1996, and the results of its operations and its cash flows for the years then ended in conformity with generally accepted accounting principles. Our audit was made for the purpose of forming an opinion on the general purpose financial statements taken as a whole. The accompanying financial information listed as supporting schedules in the table of contents is presented for purposes of additional analysis and is not a required part of the financial statements of the Lafayette Public Power Authority. Such information has been subjected to the auditing procedures applied in the audit of the general purpose financial statements and, in our opinion, is fairly presented in all material respects in relation to the financial statements taken as a whole. 

January 8, 1998 DUPUIS & HUTCHINSON Lafayette, Louisiana 



 
LAFAYETTE PUBLIC POWER AUTHORITY A COMPONENT UNIT OF THE CONSOLIDATED GOVERNMENT OF LAFAYETTE, LOUISIANA BALANCE SHEETS OCTOBER 31, 1997 AND 1996 

ASSETS CURRENT ASSETS Cash Accounts Receivable Due from the Lafayette Consolidated Government-Power Sales Other Accounts Receivable Inventory Prepaid Insurance Total Current Assets RESTRICTED ASSETS Cash with Paying Agent Cash Bond Reserve Reserve and Contingency Fuel Cost Stability Bond Principal and Interest Investments (Net of Unamortized Premiums and Discounts) Bond Reserve Reserve and Contingency Fuel Cost Stability Accrued Interest Receivable Bond Reserve Reserve and Contingency Fuel Cost Stability Total Restricted Assets DEFERRED CHARGES Costs to be Recovered Through Future Billings Unamortized Debt Expense Total Deferred Charges PROPERTY, PLANT AND EQUIPMENT Plant in Service Construction in Process 
Less: Accumulated Depreciation Net Property, Plant and Equipment 

The Accompanying Notes are an 

$ 5,477,501 $ 4,488,903 
12,847 7,957,626 5,501 13,453,475 

279,872 21,801 9,504,953 5,693 14,301,222 
12,353,379 10,859,787 79,579 8,865 21,853 
16,254,010 1,489,915 4,482,359 201,677 15,168 49,218 34,956,023 
21,261,774 957,323 22,219,097 
152,239,528 181,214 152,420,742 (72,214,451) 80,206,291 $1&o,8~4,s8~ 

614,437 499,162 2,264,689 46 
15,809,025 993,555 2,240,171 180,198 10,218 23,432 33~494,720 
22,943,961 1,042,884 23,986,845 
152,341,170 583,256 152,924,426 (67,445,269 85,479,157 $157,261,944 

Integral Part of These Statements -3- 



 
LAFAYETTE PUBLIC POWER AUTHORITY A COMPONENT UNIT OF THE CONSOLIDATED GOVERNMENT OF LAFAYETTE, LOUISIANA BALANCE SHEETS OCTOBER 31, 1997 AND 1996 
LIABILITIES AND FUND EQUITY CURRENT LIABILITIES Accounts Payable Due to the Lafayette Consolidated Government Total Current Liabilities CURRENT LIABILITIES PAYABLE FROM RESTRICTED ASSETS Accrued Interest Payable Current Portion of Revenue Bonds Payable Total Current Liabilities Payable From Restricted Assets NONCURRENT LIABILITIES Revenue Bonds Payable Less: Unamortized Discount Less: Unamortized Loss on Reacquired Debt Total Noncurrent Liabilities Total Liabilities FUND EQUITY Retained Earnings-Reserved Total Fund Equity 

TOTAL LIABILITIES AND FUND EQUITY 

778,175 2,036,958 592,842 1.371.017 
3,998,379 8,355,000 

214.095 2,251,053 
3,544,787 7.315.000 

149,805,000 (i,956,997} (18,126.677) 129,721.326 
158,160,000 (2,105,951) (19.661,317) 136,392,732 

7,389,164 7,389,164 7,758,372 7,758,372 

The Accompanying Notes are an Integral Part of These Statements -3- 



 
LAFAYETTE PUBLIC A COMPONENT UNIT OF THE POWER AUTHORITY CONSOLIDATED GOVERNMENT OF LAFAYETTE, LOUISIANA STATEMENTS OF REVENUES, EXPENSES AND C~4ANGES IN RETAINED EARNINGS FOR THE YEARS ENDED OCTOBER 31, 1997 AND 1996 

0PERATINGREVENUES Sales of Electric Energy-Lafayette Consolidated Government OPERATING EXPENSES Production Transmission Administrative and General Depreciation Less: Depreciation to be Recovered From Future Billings Total Operating Expenses Operating Income NON-OPERATING REVENUES (EXPENSES) Interest Income Interest Expense Amortization of Debt Expense Amortization of Loss on Reacquired Debt Loss on Disposition of Fixed Assets Costs Recovered Through Billings to Lafayette Consolidated Government Costs to be Recovered Through Future Billings to Lafayette Consolidated Government Total Non-Operating Revenues (Expenses NET INCOME (LOSS) RETAINED EARNINGS, BEGINNING OF YEAR RETAINED EARNINGS, END OF YEAR 

The Accompanying Notes are an 

1997 
$42,224.311 $42,578,369 
26,557,975 109,893 2,096,901 5,010,270 (520,844) 33,254,195 8,970,116 
1,863, 7,523, (85, 1,534, (489, 
647 042) 561) 641) 764} 

27,885,129 76,893 2,066,907 4,955,602 (520,844) 34,463,687 8,114,682 
1,836, 7,399, (87, 1,546, 
659 217} 410) 723) 

7,721,932) (6,729,023 
6,151,969 (9,339,324 6,070,101 (7,855,613) (369,208) 259,069 7,758,372 $ 7,389,164 7,499,303 

Integral part of These Statements -4- 



 
LAFAYETTE PUBLIC POWER AUTHORITY A COMPONENT UNIT OF THE CONSOLIDATED GOVERNMENT OF LAFAYETTE, LOUISIANA STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED OCTOBER 31, 1997 AND 1996 

CASH FLOWS FROM OPERATING ACTIVITIES 
Operating Income Adjustments to Reconcile Operating Income to Net Cash Provided by Operating Activities Depreciation Debt Service on Coal Cars in Inventory Changes in Assets and Liabilities Accounts Receivable Inventory Prepaid Insurance Accounts Payable Due to Lafayette Consolidated Government Net Cash Provided by Operating Activities CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES 
proceeds From Issuance of Long-Term Debt Escrow Fund Receipts Principal Payments Bond Costs Paid Interest Paid Purchase and Construction of Fixed Assets Net Cash Used in Capital and Related Financing Activities CASH FLOWS FROM INVESTING ACTIVITIES Purchase of Investments-net Interest Received Net Cash Used in Investing Activities NET DECREASE IN CASH 

1997 
$ 8,970,116 $ 8,114,682 
4,489,426 1,238,991 
288,826 1,547,327 192 (1,258,783 378,746 15,654,841 

16,746 7,315,000 (7,543,167) (227,166) 

4,434,758 1,238,991 606, (2O8, 1,337, 
739 863) (64) 772) (491,751) 12,356,720 

50,800,648 (58,097,446) (406,261) (9,391,335) (405,589) (15,068,587) (17,499,983 
(3,183,533) 1,811,432 (4,512,100 1,786,246 
(1,372,101) (2,725,854) (785,847) (7,869,117 Cash-Beginning of Year (including restricted cash of $14,238,121 and $19,474,002 for 1997 and 1996, respectively) 18,727,024 26,596,141 Cash-End of Year including restricted $14,238,121 for 1997 cash of $12,463,676 and and 1996, respectively) 

The Accompanying Notes are an Integral Part of These Statements -5- 



 
LAFAYETTE PUBLIC POWER AUTHORITY A COMPONENT UNIT OF THE CONSOLIDATED GOVERNMENT OF LAFAYETTE, LOUISIANA NOTES TO FINANCIAL STATEMENTS OCTOBER 31, 1997 AND 1996 

(A) SUMMARy OF SIGNIFICANT ACCOUNTING POLICIES The Reporting Entity - The Lafayette Public Power Authority (LPPA) is a political subdivision of the State of Louisiana created for the purpose of planning, financing, constructing, acquiring, improving, operating, maintaining and managing public power projects or improvements solely or jointly with other public or private corporations and for the purpose of providing electric power for the City of Lafayette and others. The Authority constitutes a legal entity separate and apart from the Consolidated Government. The Consolidated Council of Lafayette is the governing authority, its Chief Executive Officer is the President of the Consolidated Government, its Managing Director is the Director of Utilities, and its Secretary is the Consolidated Government's Clerk. The Authority, Central Louisiana Electric Company, Inc. (CLECO) and Louisiana Energy and Power Authority (LEPA) are parties to agreements governing the ownership and operation of the electric generating and transmission facilities. CLECO manages the construction and operation of the fossil fuel steam electric generating plant known as Rodemacher Unit No. 2. The project is owned jointly by the Authority ~50%), CLECO (30%) and LEPA ~20%). The financial information contained in these statements is only that of the Lafayette Public Power Authority. The Authority entered into a power sales contract with the City of Lafayette on May l, 1977. The City agreed to purchase and the Authority agreed to sell the "project capability", which is the amount of electric power and energy, if any, which the project is capable of generating, with certain limitations. The project is defined as the Authority's fifty percent (50%) ownership interest in the fossil fuel steam electric generating plant. The Lafayette Public Power Authority prepares its financial statements in accordance with the standards established by the Governmental Accounting Standards Board (GASB). GASB Statement No. 14 has defined the governmental reporting entity to be the Consolidated Government of Lafayette, Louisiana. The accompanying statements present only transactions of the Authority, a component unit of the Consolidated Government of Lafayette, Louisiana. Annually the Consolidated Government of Lafayette, Louisiana issues general purpose financial statements which should include presentation of the activities contained in the accompanying financial statements. Basis of Accounting - The accounts of the Authority are maintained substantially in accordance with the Unifor~ System of Accounts of the Federal Energy Regulatory Commission (FERC) and are in conformity with generally accepted accounting principles (GAAP). Such accounting and reporting policies also conform to the requirements of Loulslana Revised Statute 24:517 and to the guidelines set forth in the Louisiana Governmental Audit Guide. In certain instances, FERC regulations differed from generally accepted accounting principles. In those situations, LPPA followed the FERC guidance, as directed by law. However, amounts reported, according to FERC regulations, did not differ materially from GAAP. 
6- 



 
LAFAYETTE pUBLIC POWER AUTHORITY A COMPONENT UNIT OF THE CONSOLIDATED GOVERNMENT OF LAFAYETTE, LOUISIANA NOTES TO FINANCIAL STATEMENTS OCTOBER 31, 1997 AND 1996 

(A) SUMMARy OF SIGNIFICANT ACCOUNTING POLICIES - continued Basis of Accounting - continued The Authority maintains its books and records on the accrual basis of accounting and on the flow of economic resources measurement focus. The Authority applies all applicable FASB pronouncements in accounting and reporting for its proprietary operations. Costs to he Recovered from Future Billings - The power sales contract with the City of Lafayette provides for billings to the City for output and services of the project to provide for payment of current operating expenses, payment of debt principal and interest {debt service) and deposits in certain funds, all in compliance with the Bond resolutions. Net costs in excess of the amounts currently billable to the City are to be recovered from future project revenues and are classified as a deferred charge. These net costs principally include depreciation of the utility plant in excess of debt principal billed to the City and certain interest charges and credits not currently reflected in the billings to the City. Property and Equipment - Property and direct and overhead costs and the costs for construction purposes. Depreciation of property and equipment over the expected service lives of the 
Vehicles Coal Cars General Plant Production Plant Other 

equipment are recorded at cost and include of funds borrowed by the Authority and used 
is computed using the straight-line method assets as follows: Years 8 27 40 31 15 Investments - Marketable investment securities are carried at cost plus unamortized discount or minus unamortized premium unless there is a permanent impairment of value at which time the securities are valued at market. In the Authority's opinion, there is no indication of a permanent loss in value of the portfolio and there is no present intention to liquidate the securities at less than cost. Inventory - Coal Inventory is stated at the lower of cost or market as determined by the average cost method. Coal inventory amounted to $6,332,446 representing 263,446 tons, and $7,857,310 representing 273,642 tons at October 31, 1997 and 1996, respectively. The spare parts and supplies inventory is determined by the average cost method and October 31, 1997 and 1996, respectively. 
7 

stated at the lower of cost or market as amounted to $1,625,182 and $1,647,643 at 



 
LAFAYETTE pUBLIC POWER AUTHORITY A COMPONENT UNIT OF THE CONSOLIDATED GOVERNMENT OF LAFAYETTE, LOUISIANA NOTES TO FINANCIAL STATEMENTS OCTOBER 31, 1997 AND 1996 

(A) SUMMARy OF SIGNIFICANT ACCOUNTING POLICIES - continued Unamortized Debt Expense - Debt expense incurred at bond issuance is capitalized and amortized over the llfe of the bonds using the sum of the bonds outstanding method. Unamortized Loss on Reacquired Debt - Losses incurred upon refunding of debt are treated as deferred charges and amortized over the life of the new bonds issued. The 1985 and 1987 Refunding losses are being amortized equally over the life of the new issue based on Federal Energy Regulatory Commission Regulations. The 1993 and 1996 loss amortizations were calculated on the Interest Method based on Present Value of Principal outstanding in accordance with GASB Statement No. 23. Retained Earnings-Reserved - Retained earnings-reserved are billings to the City which are deposited in the various accounts of the Authority and are subject to disposition in accordance with the provisions of the bond resolutions. Retained earnings have not been restricted for amounts in the bond retirement accounts because these funds were established with bond proceeds and not from earnings. Electric Revenue Bonds Bonds outstanding are stated at face value less unamortized discount and unamortized loss on reacquired debt. The discount is amortized over the life of the bonds using the sum of the bonds outstanding method. Salaries and Related Expenses - The Authority reimburses the Consolidated Government for salaries, benefits and related expenses of Consolidated Government employees who perform duties for LPPA. The Authority does not accrue a liability for vacation and sick-time benefits because it has no employees of its own. The Authority is not liable for compensated absences of employees of the Consolidated Government or CLECO who are associated with LPPA. Cash Flows - For purposes of the Statements of Cash Flows, the Authority considers all highly liquid investments (including restricted assets) with a maturity of three months or less when purchased to be cash equivalents. Use of Estimates - The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates. 
(B) INVESTMENTS AND DEPOSITS All bank balances of deposits as of the balance sheet date are entirely insured or collateralized with securities held by the Authority or by its agent in the Authority's name. 

8- 



 
LAFAYETTE PUBLIC POWER AUTHORITY A COMPONENT UNIT OF THE CONSOLIDATED GOVERNMENT OF LAFAYETTE, LOUISIANA NOTES TO FINANCIAL STATEMESV~S OCTOBER 31, 1997 AND 1996 

(B) INVESTMENTs AND DEPOSITS - continued The Authority's investments are categorized to indicate the level of risk assumed at October 31, 1997 and 1996 Category 1 includes investments that are insured or for which the securities are held by the Authority's agent in the Authority's name. All investments are Category 1 at October 31, 1997 and 1996. 
Investments-stated at cost or amortized cost Repurchase Agreements U.S. Government Securities 
!~vestments-stated at cost or amortized cost Repurchase Agreements U.S. Government Securities 

$ 5,200,000 22.226,284 $27,426,284 

$ 7,000,000 19,042,751 $26,042,751 The Authority is authorized to invest in the following 

Market Value of 
$ 5,259,368 22.377,594 $27,636,962 Market Value of 
$ 6,996,646 19,052,931 $26,049,577 

I. Obligations of the United States Treasury, agencies and instrumentalities and the State of Louisiana, all of which are insured by the issuer. 2. Public Housing Bonds and Project Notes of publlc agencies and municipalities fully insured as to payment. 3. General obligation bonds which are nationally rated in the two highest categories. 4. Certificates of deposit which are insured by any of the above 
(C) FLOW OF FUNDS: RESTRICTIONS ON USE Under the terms of the ordinance authorizing and providing for the issuance of electric revenue bonds of the Authority to finance the acquisition of an ownership interest in a fossil fuel steam electric generating plant and for other purposes relating thereto, the bonds are special obligations of the Authority payable solely from and secured by the revenues and other funds including bond proceeds. Such revenues consist of all income, fees, charges, receipts, profits, and other money derived by the Authority from its ownership and operation of the fossil fuel steam electric generating plant, other than certain money derived during the period of 
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LAFAYETTE PUBLIC POWER AUTHORITY A COMPONENT UNIT OF THE CONSOLIDATED GOVE~NT OF LAFAYETTE, LOUISIANA NOTES TO FINANCIAL STATEMENTS OCTOBER 31, 1997 AND 1996 

(C) FLOW OF FUNDS: RESTRICTIONS ON USE - continued construction. Money in the revenue fund shall be first applied to the payment of operating expenses of the plant, exclusive of depreciation and amortization. Money in the revenue fund shall then be deposited into the bond fund to pay principal and premium, if any, and interest on all bonds as they become due and payable and then applied to maintain in the bond fund reserve account an amount equal to the maximum annual debt service requirement on all bonds (initially funded from bond proceeds). After making the required payments into the operating account and bond fund, there shall be paid out of the revenue fund into the reserve and contingency fund an amount equal to $1,500,000 or such greater amount as may be determined by the consulting engineer; provided that there shall not be required to be paid therein during any month an amount in excess of twenty-five percent (25%) of the amounts required to be paid during such month to the bond fund. If on any October 31st following the date of commercial operation, the monies credited (or to be credited as of such date) to the revenue fund shall exceed the Authority's required amount of working capital for the operations of the plant, the amount of such excess shall be applied by the Authority (i) to reduce monthly power costs to the City of Lafayette under the power sales contract, (ii) to pay the cost of making repairs, renewals and replacements, additions, betterments and improvements to and extensions of the plant operations, (iii) to the purchase or redemption of bonds (iv) to any other purpose in connection with the plant operation, or (v) to any other lawful purpose of the Authority, including the payment of subordinated indebtedness. The fuel cost stability fund was established to allow level billings to the retail customer when the generating plant is out of service for a period of seven days or more. In those instances, a credit may be applied to the monthly power bill to the City of Lafayette. When the unit has been returned to operation, the funds which were applied as a credit are recovered by application of a surcharge to restore the fund balance over a reasonable period of time. 
(D) PROPERTY AND EQUIPMENT A summary of property and equipment at October 31, 1997 and 1996, was as follows 1997 1996 Vehicles Coal Cars Electric Plant Land Construction in Process Less: Accumulated Depreciation 

$ 744,967 14,061,656 137,230,941 201,964 181,214 (72,214,451 $ 80,206,291 
-i0- 

$ 744,967 14,061,656 137,332,583 201,964 583,256 (67,445,269 $ 85,479,157 



 
LAFAYETTE PUBLIC POWER AUTHORITY A COMPONENT UNIT OF THE CONSOLIDATED GOVERNMENT OF LAFAYETTE, LOUISIANA 

(E) ELECTRIC REVENUE BONDS 
NOTES TO FINANCIAL STATEMENTS OCTOBER 31, 1997 AND 1996 

The Authority issues bonds where it pledges project power revenues of operating expenses, as well as assets of the Authority, as ordinance. Revenue bonds outstanding at October 31, 1997 and 1996, Purpose Issue Date 1997 Electric Revenue Refunding Serial Bonds Series 1985 8.90%-9.00% 10/01/85 

after payment established by are as follows: 
$ 2,175,000 Electric Revenue Refunding Serial Bonds Series 1987 4.00%-6.80% 03/01/87 7,265,000 7,900,000 Electric Revenue Refunding Serial Bonds Series 1993 2.80%-5.25% 12/01/93 81,745,000 86,090,000 Electric Revenue Refunding Term Bonds Series 1993 5.25% 12/01/93 18,400,000 18,400,000 Electric Revenue Refunding Serial Bonds Series 1996 3.70%-6.00% 08/01/96 50,750,000 50.910.000 Total Principal Outstanding on Revenue Bonds Unamortized Bond Discount Unamortized Loss on Refunding Net Revenue Bonds Outstanding 

158,160,000 165,475,000 (1,956,997) (18,126,677) (2,105,951) (19,661,317) 
Revenue bond debt service requirements to maturity are as follows Years Ending October 31 1998 1999 2000 2001 2002 2003-2007 2008-2013 

Principal 8,355,000 8,750,000 9,220,000 9,605,000 8,405,000 45,810,000 68,015,000 

Interest Total $ 7,796,618 7,364,341 6,931,889 6,478,161 6,022,252 23,820,664 10,575.643 

$ 16,151,618 16,114,341 16,151,889 16,083,161 14,427,252 69,630,664 78,590,643 

-ii- 



 
LAFAYETTE PUBLIC POWER AUTHORITY A COMPONENT UNIT OF THE CONSOLIDATED GOVERNMENT OF LAFAYETTE, LOUISIANA NOTES TO FINANCIAL STATEMENTS OCTOBER 31, 1997 AND 1996 

(E) ELECTRIC REVENUE BONDS - continued Prior Year Refunding On September 5, 1996, the Authority issued $50,910,000 in Electric Revenue Refunding Bonds dated August i, 1996. The bond proceeds were used to refund in advance of maturity $48,530,000 of its 1987 Series Electric Revenue Refunding Bonds. All outstanding 1987 bonds, which were defeased by the 1996 refunding issue, were called on November I, 1997. Therefore, no bonds refunded by the 1996 issue are still outstanding. The 1996 the life 1997 and and 1996 
refunding resulted in a loss of $3,419,616 which is being amortized over of the newly issued bonds. The balance of unamortized loss at October 31, 1996, was $2,711,955 and $3,067,163. The loss amortization for the 1997 fiscal year was $355,208 and $352,453, respectively. On December 14, 1993, the Authority issued $112,525,000 in Electric Revenue Refunding Bonds dated December i, 1993. The bond proceeds were used to refund in advance of maturity, $77,730,000 of its 1977 Series Bonds, $3,525,000 of the Series 1980 Refunding Bonds, and $25,265,000 Series 1987 Refunding Bonds. All outstanding 1977 and 1980 Bonds were called on February i, 1994. All 1987 bonds which were defeased by the 1993 refunding issue were called on November I, 1997. Therefore, no bonds refunded by the 1993 issue are still outstanding. The 1993 refunding resulted in a loss of $6,473,016 which is being amortized over the life of the newly issued bonds. The balance of unamortized loss at October 31, 1997 and 1996 was $4,120,728 and $4,548,705, respectively. The loss amortization for the 1997 and 1996 fiscal years was $427,957 and $442,815, respectively. On April 16, 1987, the Authority issued $88,045,000 in Electric Revenue Refunding Bonds dated March l, 1987. The bond proceeds were used to refund in advance of maturity, $31,085,000 of its 1980 Series Bonds and $44,770,000 of its 1985 Series Bonds. All outstanding 1980 Bonds were called on November i, 1989. The 1985 Series Bonds are defeased and were called during the 1996 fiscal year. Therefore, no bonds refunded by the 1987 issue are still outstanding. The 1987 refunding resulted in a loss of $12,402,558, which is being amortized over the life of the newly issued bonds. The balance of unamortized loss at October 31, 1997 and 1996 was $7,283,722 and $7,769,303, respectively. The loss amortization for the 1997 and 1996 fiscal years was $485,581 each year. A $7,718,607 loss, which resulted from the issuance of the Series 1985 Electric Revenue Refunding Bonds, is being amortized over the original life of the issue. The balance of unamortized loss at October 31, 1997 and 1996 was $4,010,272 and $4,276,146, respectively. The loss amortization for the 1997 and 1996 fiscal years was $265,874 each year. 

12- 



 
LAFAYETTE pUBLIC POWER AUTHORITY A COMPONENT UNIT OF THE CONSOLIDATED GOVERNMENT OF LAFAYETTE, LOUISIANA NOTES TO FINANCIAL STATEMENTS OCTOBER 31, 1997 AND 1996 

(F) RECONCILIATION OF INCOME WITH BILLINGS Pursuant to Section 7.2 of its bond ordinance, Lafayette Public Power Authority is required to fix, establish, maintain and collect sufficient rates and charges to pay all costs of operations and maintenance, repairs, renewals and replacements, debt service installments and deposits into the bond reserve account and the bond reserve and contingency fund. Further, the power sales contract with the City of Lafayette provides that the components of the billing to the City include all such costs and deposit requirements and also include a credit for all receipts from other sources. Because of the differences between receipts and costs for billing purposes and revenues and expenses for statement presentation, the Statement of Revenues and Expenses might reflect a net income or loss for the year even though the authority was in compliance with all provisions of the bond covenant. For example, for statement presentation, the cost of capital items are billed and included as revenue from the City of Lafayette, but are shown as an asset rather than an expense. Similarly, some items considered as receipts for billing purposes are not treated as revenues for accounting purposes. The following is a reconciliation of net income with billings for the years ended October 31, 1997 and 1996: 
Billing charges not treated as expenses for accounting purposes: Capital Items Additions Accounting expenses not treated as charges for billing purposes: Depreciation of Capital Items Loss on Disposition of Property Net Income (Loss) 
(G) COMMITMENTS AND CONTINGENCIES Restructuring Costs 

1997 
$ 227,166 $ 405,589 
(I06,612) (489,764) (146,520) 

In 1993, CLECO restructured and downsized its organization at a cost of $i0,851,000. A portion of the cost, $564,950, was allocated to the Authority in the 1993 Administrative and General True-up billing, dated April 4, 1994. The Authority was not notified of CLECO's intent to bill this cost to the joint owners, prior to receiving the bill. As of June, 1995, an agreement was reached on the restructuring costs and various other calculations on the Administrative and General True-up billings. The agreed upon settlement of $273,834 will be paid to CLECO in three annual installments of $91,278. The first installment was paid in August, 1995. As of October 31, 1996, LPPA owed the final installment of $91,278 to CLECO which was included in Accounts Payable for 1996. 
-13 



 
LAFAYETTE PUBLIC POWER AUTHORITY A COMPONENT UNIT OF THE CONSOLIDATED GOVERNMENT OF LAFAYETTE, LOUISIANA NOTES TO FINANCIAL STATEMENTS OCTOBER 31, 1997 AND 1996 

(G) CO~ITMENTS AND CONTINGENCIES - continued Coal Purchase Commitment The Authority has contracted with Kerr McGee to purchase its share of coal used in producing power at the Rodemacher Unit No. 2 facility. The purchase contract is for delivery of 34,000,000 tons of coal in total of which the Authority has a fifty percent (50%) interest. Therefore, the Authority has contracted to purchase a minimum of 17,000,000 tons over the term of the contract. Annual amounts are subject to increase or decrease by up to ten percent Ii0%). The term of the contract and annual quantities to be purchased are as follows: Calendar Year 1981 1982 1983-2000 2001 
Annual Quantity 210,000 600,000 875,000 440,000 At October 31, 1997, the Authority was involved in renegotiations of the price terms of the coal contract. On July i, 1997, Kerr McGee began charging the anticipated renegotiated price. However, no official agreement has been reached. No other terms of the original agreement are subject to adjustment at this time. 

-14- 
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LAFAYETTE PUBLIC POWER AUTHORITY A COMPONENT UNIT OF THE CONSOLIDATED GOVERNMENT OF LAFAYETTE, LOUISIANA SCHEDULE OF CHANGES IN RESTRICTED ASSETS FOR THE yEAR ENDED OCTOBER 31, 1997 

RESTRICTED CASH AND CASH EQUIVALENTS OCTOBER 31, 1996 CASH RECEIPTS Interest Received Escrow Fund Receipt CASH DISBURSEMENTS Purchased Investments Principal Paid on Bonds Interest Paid on Bonds TRANSFERS AMONG FUNDS Transfers From Bond Interest and Principal Fund Transfers From Revenue Fund Transfers to Paying Agent Transfers to Revenue Fund RESTRICTED CASH AND CASH EQUIVALENTS OCTOBER 31, 1997 
RESTRICTED INVESTMXNTS AND ACCRUED INTEREST OCTOBER 31, 1996 PURCHASES IN EXCESS OF MATURITIES (AT pAR) INCREASE ACCRUED INTEREST RECEIVABLE DECREASE UNAMORTIZED DISCOUNT INCREASE UNAMORTIZED PREMIUM RESTRICTED INVESTMENTS AND ACCRUED INTEREST OCTOBER 31, 1997 TOTAL RESTRICTED CASH, INTEREST AT OCTOBER INVESTMENTS, AND ACCRUED 31, 1997 

-16- 

CASH WITH PAYING AGENT 
$ 10,859,787 

(7,315,000) (7,543,166) 
16,351,758 



 

BOND RESERVE FUND 614,437 
i. 008 ~ 285 
534, 858 

(1,008,285) 79,579 
15,989,223 450,000 21,479 
(15.097 i0,082 16,455,687 

BOND INTEREST FUND 46 
331,082 16,747 

16,334,965 (16,351,758 (331,082 

RESERVE AND CONTINGENCY FUND FUEL COST STABILITY FUND $ 499,162 $2,264,689 
75,633 243,934 
490,297) (2,242,836) 

(75,633 8 865 (243.934) 21,853 

TOTAL $ 14,238,121 
1,658,934 16,747 
(3,267,991) (7,315,000) (7,543,166) 
16,351,758 16,334,965 (16,351,758) (1,658,934) 

1,003,773 2,263,603 19,256,599 500,000 2,275,000 3,225,000 4,950 (1,701) (1,939) 1,505.083 

25,786 30,873 (1.939) 4,531,577 

52,215 47,671 6,204 22.492,347 
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LAFAYETTE pUBLIC A COMPONENT UNIT OF THE LAFAYETTE, LOUISIANA SCHEDULES OF OPERATING EXPENSES FOR THE yEARS ENDED OCTOBER 31, 1997 AND 1996 

Steam Power Generation-Operation Supervision Fuel Expense Steam Expense Electric Expense Miscellaneous Steam Power Generation-Maintenance Supervision and Engineering Structures Boiler Plant Electric Plant Miscellaneous Steam Plant 
Other Power Generation-Operation Auxiliary Power and EPA Allowances Total Production Expenses TRANSMISSION Load Dispatching Expenses ADMINISTRATIVE AND GENERAL EXPENSES Administrative and General Salaries Miscellaneous General Expense Administrative and General Expenses Outside Services Employed Paying Agent Fees Payroll Taxes Property Insurance Total Administrative and General Expenses AMORTIZATION EXPENSE DEPRECIATION EXPENSE (NET) 
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1997 
214,952 23,415,706 346,454 284,142 359 344 24.620.598 156,464 93,949 1,217,201 131,668 245,128 1,844,410 
92,967 $26,557.975 

211,973 24,643,044 389,860 310,207 412 644 25,967,728 164,629 70,965 1,328,357 112,854 153,200 1,830,005 
87,396 $27,885,129 

$ 152,176 119,374 1,483,196 56,750 1,488 199.917 84.000 $ 2.096.901 $__85,561 $--4.489,426 

$ 150,924 47,254 1,502,378 79,718 2,500 200.133 84,000 $ 2,066,907 $ 87,410 $ 4,434,758 
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
To the Board of Commissioners Lafayette Public Power Authority Lafayette Parish, Louisiana 

LANCE E. CRAPPELL CPA CHERYL L BARTLEY, CPA BRENT J. MOUTON, CPA CHIP G. CANTRELL, CPA 

We have audited the financial statements of the Lafayette Public Power Authority, a component unit of the Consolidated Government of Lafayette, Louisiana, as of and for the year ended October 31, 1997, and have issued our report thereon dated January 8, 1998. We conducted our audit in accm dance with generally accepted auditing standards, the standards applicable to financial audits contained in Government Audit me. Standards, issued by the Comptroller General of the United States, and the provisions of Louisiana Revised Statutes 24:513 and the Louisiana Governmental Audit Guide Compliance As part of obtaining reasonable assurance about whether the Lafayette Public Power Authority's financial statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct and material effect on the determination of financial statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported under Government Auditing Standards 
n In planning and performing our audit, we considered the Lafayette Public Power Authority's internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control over financial reporting. Our consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal control over financial reporting that might be material weaknesses. A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving the internal control over financial repotting and its operation that we consider to be material weaknesses. 



This report is intended for the information of the management and Board of Commissioners of the Lafayette Public Power Authority and the Legislative Auditor of the State of Louisiana. However, this report is a matter of public record and its distribution is not limited. 

January 8, 1998 
DUPUIS & HUTCHINSON Certified Public Accountants 


