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Deloitte& 

INDEPENDENT AUDITO RS*REPO RT 

The Board of Commissioners of the 
Port of New Orleans: 

Suite 3700 Telephone: (504) ,581-2727 
One Shell Square Facsimile: (504) 561-7293 
701 Poydras Street 
New Orleans, Louisiana 70139-3700 

W e have audited the accompanying financial statements of the Port of New Orleans, a component unit of 
the State of Louisiana, as of June 30, 1996 and 1995, an d for th e year s then ended, listed in the 
foregoing table of contents. These financial statements are the responsibility of the management of the 
Port of New Orleans. Our responsibility is to express an  opinion on these finan cial statements bas ed on 
our audits. 

W e conducted  our audits in acco rdance with generally accepted  auditing standards an d Government 
Auditing Standards issued  by the Comptroller General of the United  States. Those standa rds require 
that we plan  an d perform the audit to obtain reasonable assurance  about whether th e financial statements 
are free  of material misstatement. An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit also includes as sessing the accoun ting 
principles used an d significant estimates made by management, as  well as evaluating the overall 
financial statement presentation. W e believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statem ents referred to above pre sent fairly, in all material respects, the 
financial position of th e Port of New Orleans as  nf  June 30, 1996 an d 1995, and the results of its 
operations and its cash flows for the years then ended in co nformity wi th generally accepted  acco unting 
principles. 

Our audits were co nducted for th e purpose of forming an  opinion on the bas ic financial statements taken 
as  a whole. The supplemental sched ules listed in the foregoing table of co ntents are presented for the 
purpose of additional analysis an d are not a req uired  part of th e bas ic financial statements of the Port of 
New Orleans. Th ese schedules arc th e responsibility of the management of the Port of New Orleans. 
Such schedules have been subjected to the auditing procedures applied in our audit of the basic financial 
statements an d, in our opinion, ar e fairly stated in all material respects when co nsidered in relation to the 
bas ic financial statements taken  as  a whole. 

In accordance wi th Government Auditing Standards, we have also issued a report dated September 13, 
1996 on our co nsideration of the Port of New Orleans' internal control structure an d a report da ted 
September 13, 1996 on its complian ce  wi th laws and regulations. 

September 13, 1996 

I)eloitteTouche 
Tohmatsu 
International 



PO RT OF NEW  O RLEANS 

BALANCE SHEETS 
JUNE 30, 1996 AND 1995 

ASSETS 

CURRENT ASSETS: 
Cash and cash equivalents (Note 2) 
Investments (Note 2) 
Tracl~ accounts and damage claims receivable, less 
allowan ce for doubtful accounts of $424,906 an d 
$896,303 at Jun e 30, 1996 an d 1995, respectively 
Stores inventories 
Other 

Total current assets 

DESIGNATED INVESTM ENTS (N ote 2) 

PROPERTY - NET (N otes 3 and 7) 

OTHER ASSETS 

TOTAL 

LIABILITIES AND EQUITY 

CURRENT LIABILITIES: 

Current portion of long-term debt (N ote 4) 
Accoun ts payable 
Deferred inco me 
Other liabilities 
Liability claims/workers' co mpensation payable (N ote 5) 

Total current liabilities 

LONG-TE RM DEBT (N ote 4) 

COM PEN SATED ABSEN CES PAYAB LE 

Total liabilities 

EQUITY: 
Contributed capital (N ote 6) 
Retained earnings 

Total eq uity 

TOTAL  

See notes to financial statements 

- 2 - 

1996 1995 

$ 3,979,752 
25,040,303 

6,576,788 
1,664,863 
2~645,064 

$ 5,304,245 
29,144,209 

6,173,582 
1,834,191 
1t938,924 

39,906,770 44,395,151 

21,601,454 33,122,068 

320,273,149 287,947,972 

78.147 53,586 

$ 381~859~520 $ 365~518~777 

$ 3,830,975 
8,870,288 
2,074,242 
2,452,594 
1~398~677 

$ 5,107,924 
4,859,562 
2,073,676 
1,913,940 
1.603.000 

18,626,776 15,558,102 

9,821,428 13,597,866 

254,998,298 
97.019.015 

30.456.460 

246,431,301 
88.631.016 

$381.859.520 $ 365.518,777 



PO RT O F NEW  O RLEA NS 

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN RETAINED EARNINGS 
YEARS ENDED JUNE 30, 1996 AND 1996 

OPERATING REVENUES (Note 7) 

OPERATING EXPEN SES BEFORE DEPRECIATION 
Corporate affairs 
Finance and accounting 
M arketing and sales/marine terminals 
Planning, engineering and maintenance 
Business development 
Port safety and security 
Executive staff functions 
Liability claims/workers' compensation (N ote 5) 

OPERA TING INCOM E BEFORE DEPRECIATION 

OPERATIN G IN COM E 

NON-OPERA TING REVENUES (EXPENSES) 
Interest income 
Interest expense 
State gasoline tax 
M isc~llancous - net (N ote 5) 

Total 

NET INCOM E 

RETAINED EARNINGS, BEGINNING OF YEAR 

RETAINED EARNINGS, END OF YEAR 

See notes to financial statements 
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1996 1995 

2,788,573 
846,970 

2,334,811 
10,137,515 
1,494,492 
3,067,883 
1,982,356 
179.963 

2,490,121 
776,129 

2,407,657 
10,281,681 
1,521,213 
3,318,804 
2,085,589 
1.153.016 

15,411,681 17,897,805 

5.302.372 7.915.178 

3,902,703 

(725,565) 
500,000 

(591,511) 

3.085.627 

3,439,428 

(925,468) 
500,000 

(I~944~469) 

1.069.491 

8,387,999 8,984,669 

88.631.016 

$ 97~019~015 $88t631~016 



PO RT O F NEW  O RLEANS 

STATEMENTS OF CASH FLOW S 
YEARS ENDED JUNE 30, 1996 AND 1995 

CASH FLOW S FROM  OPERATING ACTIVITIES 
Operating income 
Adjustments to reconcile income from operutiotk~ 
to net cash provided by operating activities: 
Depreciation 
Other 
Changes in assets and liabilities relating 
to operating activities: 
Acco unts receivable 
Stores inventories 
Other assets 
Accounts payable 
Other liabilities 
Deferred  inco me 
Liability claims/workers' co mpensation payable 
Compe nsated absen ce s payable 

Net cash provided  by ope rating activities 

CASH FLOW S FROM  N ON CAP1TAL FINAN CING 
ACTIVITIES: 
Cash received from state agencies 

CASH FLOW S FROM  CAPITAL AND RELATED 
FINAN CING ACTIVITIES: 
Construction reimbursements from State of Louisiana 
Expend/tures for acquisition and co nstruction 
of ca pital assets 
Repaymen ts of principal borrowed  to finance 
acquisition and co nstruction of capital as sets 
Interest paid on am ounts to finance acq uisition 
and co nstruction of ca pital as sets 
Other 

Not cash used in capital and related  financing 
activities 

- 4- 

1996 1995 

$ 5,302,372 $ 7,915,178 

10,109,309 

(403,206) 
169,328 
(932,291) 
4,010,726 
403,865 

566 

(204,323) 
93)511 

18.549.857 

500.000 

8,789,137 

(43,258,887) 

9,982,627 
(24,275) 

(1,292,042) 
116,443 

1,618,641 
1,583,865 
(1,150,331) 
252,859 
(34,574) 
66~222 

19.034.613 

500.000 

20,739,293 

(41,776,265) 

(5,053,387) (3,874,774) 

(590,776) 
10.750 

(946,788) 

(Continued) 



PO RT O F NEW  O RLEANS 

STATEMENTS O F CASH FLOW S 
YEARS ENDED JUNE 30, 1996 AND 1995 

CASH FLOW S FROM  INVESTING ACTIVITIES 
Purchase of investments 
Proceeds from sales and maturities of invostmonts 
Cash received from interest on investments 

Net cash provided by investing activities 

NET DECREASE IN CASH AND 
CASH EQUIVALENTS 

CASH AND CASH EQUIVAL ENTS, 
BEGINNIN G OF YEAR 

CASH AN D CASH EQUIVALENTS 
END OF YE AR  

See notes to financial statements 
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1996 1995 

(71,922,848) 
87,547,368 
4,104,293 

19.728.813 

(107,692,283) 
109,303,824 
3.316.291 

4.927.832 

(1,324,493) (1,396,089) 

5~304~245 6.700.334 

$ 3t979~752 $ 5~304,245 

(Concluded) 



PO RT O F N EW  O RLEA NS 

NOTES TO FINANCIAL STATEMENTS 
YEARS ENDED JUNE 30, 1996 AND 1995 

1. ORGANIZATION AND SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES 

Reporting Entity - The Port of New Orleans (the "Port") is a component unit of the State of Louisiana, 
which unit is authorized by Louisiana Revised Statutes 34:1,-47 The Port is govern ed  by a Board of 

Commissioners (the "Board") consisting of seven members appointed by the Governor. The Board has all 
the powers and privileges granted to it by the constitution and statutes of the State of Louisiana including, 
but not limited to , the authority to incur debt, to issue bonds, to co nstruct and maintain wharves and 
landings, an d to chargu  fee s for the use oftbe  wharves and other facilities administered by the Port. 

The Port prepares its financial statements in accordance with standards issued  by th e Governmental 

Accounting Standards Board (GASB). Th e accompanying finan cial statements present information only 
as to the operations of the Port. Certain reclas sifications  of prior year am ounts have been made to 
co nform to the current year presentation. 

Annually, the State of Louisiana issues general purpose financial statemen ts which include the activity 
co ntained in the accompan ying component unit financial statements of the Port. The general purpose 
financial statements of the State of Louisiana are audited  by the Louisiana Legislative Auditor. 

Basis ofAccountlng - The Port's operations are financed and operated  in a manner similar to private 
business enterprises. The intent of the gu veming body is that the costs (expenses, including depreciation) 
of providing services on a co ntinuing basis be financed or recovered  primarily through user charges. Th e 
m easurement focus emphasizes the determination of net income. The Port follows th e accrual basis of 
acco un ting for its proprietary fund. Under this meth od revenues ar e recorded when earn ed an d expens es 
ar c recorded  at the time liabilities ar e incurred. 

Under the provisions  of GASB Statement No. 20, "Accounting an d Financial Repo rting for Proprietmy 
Fun d Accounting," the Port has elected not to follow Financial Accounting Standards Board guidance 
issued subsequent to November 30, 1989. 

Use ofEstlmates - The preparation of financial statements in conformity wi th generally accepted 
accoun ting principles req uires management to make estimates an d as sumptions  that affect the reported 
amoun ts of as sets and liabilities an d disclosure of contingent as sets an d liabilities at the da te of the 
financial statements an d the reported am oun ts of revenues an d expens es during the reporting period. 
Actual res ults co uld differ from those estimates . 

Investments - The invesm len ts of the Port are recorded  at co st or am ortized co st. 

Stores Inventories  - The inventories of the Port co ns ist of e~pendabl~ materials, supplies an d fuel and are 
valued  at the lower of average co st or market. 

Property andDepreclatlon - Property co nstructed or acquired  by purchase is stated at cost. Donated 
property is stated at the estimated fair value on the date received . 

- 6 - 



Depreciation is computed  using the straight-line method over the following estimated useful lives: 

Roadways and drainage 
M arshalling areas 
Buildings 
M achinery and equipment 

3O 

15 
3 

50 years 
20 years 
15 years 
40 years 
40 years 

Deferred Income - Operating revenues include rental income derived from leasing Port-owned properties. 
Am ounts due from certain lease agreements are billed  in advance, and recognition of the related revenue is 
deferred  and recognized over the appropriate lease term . 

Compensated Absences - Employees accumulate vacation an d sick leave at varying rates according to 
years of service . Upon termination, unused  vaca tion not to exceed 300 hours is paid to the employee  at 
the employee's current rate of pay. At retirement, unused  vaca tion in exce ss of 300 hours and un used  sick 
leave is considered  in co mputing the years of service for retirement benefit purposes. 

Statement of Cash Flows - For purposes of the statement of cash flows, cash and cash equivalents 
consist of demand deposits with banks an d overnigh t repurchase ag reements. 

2. CASH  AND INVESTM ENTS 

The Port's investm ents an d cash primarily cons ist of investm ents in direct obligations of the United States 
Treasury or agencies thereof and deposits with financial institutions . 

Deposits - At June 30, 1996, the carrying amount of the Port's deposits (demand deposits an d time 
certificates ofdeposi0 was $2,914,689 an d the related bank balance was $3,079,092. Of the bank 
balan ce, $416,469 was co vered by fed eral depository insurance  and the remaining $2,662,623 was  
co vered by co llateral held by th e pled ging banks' trust department or agent in the Port's nam e. 

In acco rdance  wi th LRS 49:321, the Port req uires as sec urity for deposits authorized bonds or other 
interest-bearing notes; authorized promissory  notes, warran ts, or ce rtificates of indebted ness which must 
be either unmatured or payable on demand; or notes representing loans to students which are guaranteed  
by th e Louisiana Student Financial Assistance Commission. The market value, excluding interest, of such 
sec urities held by the depositing authority shall be equal to one hundred  percent of the amoun t on deposit 
to the crexiit of the Port exee pt that portiun  appropriately insured . Designated  depns ituries may b~ granted 
a period  not to exce ed  five days from the da te of an y deposit in which to post th e necessary security . 

Investments - Th e Port ma y invest idle funds as authorized  by Lo uisiana Statutes, as follows: 

(a) United States bonds, treasury notes, certificates, or any other federally insured investment. 

Co) Time certificates of deposit of state banks organized un der the laws of Louisiana and national 
banks having th eir principal offi ce  in th e state of Louisiana. 

(c) M utual or trust funds, which are registered wi th the Securities and Exchange Commission un der 
th e Sec urities Act of 1933 an d the Investment Act of 1940 an d which ha ve un derlying investm en ts 
consisting solely of an d limited to sec urities of th e United  States government or its ag encies. 
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The Port's investments are categorized below to give an indica tion of the level of risk assumed at yca r- 
end. Category I includes investraents that are insured  or registered or for which the securities are held by 
the Port or its agent in th e Port's name. Category  2 includes uninsured  and unregistered  investments for 
which the securities ar e held by the eounterparty's trust department or ag ent in the Port's name. Category 
3 includes uninsured and unregistered  investm ents for which the securities ar e held by the counterparty, or 
by its trust department or ag ent, but not in th e Port's name. 

Included in cash and invesmaents at June 30, 1996 were the following: 

Securities 
Type 

Credit Risk Category 

U.S. government $ - 
Fed eral ag encies 
Repurchase 
ag reements 

Deposits : 
Certificates of 
deposit 
Demand deposits 
with banks 

Total cash and 
in vestm ents 

1 2 3 

$ 5,032,752 $ - 
38,882,068 

3~792~000 

$47~706~820 $ - 

Carrying 
Am ount 

$ 5,032,752 
38,882,068 

3~792~000 

47,706,820 

2,726,937 

187.752 

Th e ca rrying value of investments at June 30
, 1995 approximated  market value. 

Market 
Value 

$ 5,039,767 
38,996,783 

3,792~000 

$47r828~550 

D eslgnated Investments - The Board of Commissioners an d management of th e Port have designated  
investm ents of $21,601,454 and $33,122,068 at Jun e 30, 1996 an d 1995, respectively, to be used in the 
future for debt service, capital construction, insurance matters an d special projects. 

3. PROPERTY - NET 

At Jun e 30, 1996 an d 1995, property consisted of the following: 

Land an d improvements 
Property 
Furniture an d fixtures 
Equipm ent 
Construction in progress 

Total 
Less accumulated depreciation 

Property - net 

- 8- 

1996 1995 

$ 50,972,513 
349,090,689 
4,733,263 
13,243,765 

85fl48~544 

503,788,774 

(183~515~625) 

$ 50,374,613 
339,043,358 
3,612,375 
13,196,672 
55t557,839 

461,784,857 

(173t836t885) 

$ 320r273r149 $ 287r9471972 
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An analysis of activity in the liability for claims is as follows 

Balance at beginning of year 
Claims and changes in estimates 
Benefit payments 

Balan ce  at end of year 

1996 

$1,603,000 $1,637,574 
618,992 
(653~566) 

Under earlier contracts entered into with the Port, two riverboat gaming operators each agreed absolutely 
and unconditionally to pay to the Port an  amount not to exceed $7,051,500 each ($14,103,000 total), 
which sums were to be used  to reimburse the Port for infrastructure repairs, improvements and 
m odifications to  be undertaken by the Port along th e riverfront. These funds were placed in escrow an d 
the Port was granted a security interest in the escrow accoun ts wi th the absolute right to wi thdraw th~ 
funds in accordance  wi th th e parties' contracts as  work progressed . As a result of work performed, 
approximately $2,000,000 in each ($4,000,000 total) of the gaming operators' escrow accoun ts remained 
at June 30, 1995. By am endments entered  into during fiscal 1996, the Port agreed to rebate to each of 
these gaming operators, over a ten year period, the amounts spent for work perform ed (approximately 
$10,000,000 total at June 30, 1995). However, the Port's agreement and obligation to make the rebate 
paym ents to each of these gaming operators was  expressly co nditioned  upon the req uirement that 
previously entered  into berthing agreements wi th each gaming operator not terminate for any reason 
during that ten yea r period. Th e tw o gaming operators ceased  operations during June 1995, shortly after 
start up, and certain bankruptcy proce ed ings were initiated  during July 1995. During M arch 1996, the 
Port was awarded  th e rema ining balan ce  in the two escrow accoun ts by order of the bankruptcy co urt and 
th e gaming operators' trustees ag reed to  release all claims for th e return  of the escrow funds . 
M anagement of the Port believes that an y obligation to return  any of the escrow fu nds does not exist and, 
accordingly, no liability related to this issue has been recorded in the accompanying financial statements. 

The Port is a party to various legal proceedings incidental to its business. Certain claims, suits and 
co mplaints arising in the ordinary course of busines s have been filed  or arc pending against the Port. In 
the opinion of management, all such matters are adequately covered  by insurance or, if not so co vered, are 
not expected to  ha ve a ma terial adverse effect on the fumneial statements of the Port. 

The Port has entered  into an  agreement with a tenant of ce rtain Port facilities, SilocafofNew Orleans, 
In c., to  serve as a potential guarantor for $2,500,000 of tenant indebtedness, the proceeds of which were 
used  to  make im provements on Port property. Th e ag ree ment, which expires in Jun e 1998, serves to 
empower th e Port to protect its interest in the property in th e event era default on the indebtedness by the 
te nant. 
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6. CONTRIBUTED CAPITAL 

Changes in contributed capital during the years ended June 30, 1996 and 1995 were as follows: 

1996 1995 

Balance, beginning of year 
Utilization of co nstruction funds appropriated by the 
State of Louisiana - Act 16 of 1989 

Other 

Balan ce, end of year 

$246,431,301 $225,692,008 

8,556,247 20,739,293 
10.750 

$ 254r998~298 $ 246p43 It301 

The additions to co ntributed capital in 1996 and 1995 represent co ntributions from the State of Louisiana 
under a ca pital improvements plan . The plan provides for a total of $242 million in ca pital 
im provements, with the State of Louisiana to provide $100 million via gas oline tax revenues, as set forth 
under legislation pas sed in 1990. Th e Port has received  $100 mi llion from the State of Lo uisiana through 
Jun e 30, 1996. Th e plan  ca lls for the Port to fund co sts of the ca pital im provements plan  in excess of the 
$100 mi llion co mmitm ent by the State of Lo uisiana. 

As a part of th e Port's long-term ca pital construction program, co mmitm ents related  to such ca pital 

construction projects were approximately $33 mi llion as of Jun e 30, 1996. 

7. LEASES 

The Port leases to others substantially all of its lan d, property an d equipment. These leases are clas sified  
as operating leases. Operating lease rental inco me was approximately $13,169,000 an d $11,523,000 
during the years ended  1996 an d 1995, respectively. 

As  of June 30, 1996 future minimum rental payments to be received  un der operating leases that have 
initial or remaining noncancelable lease term s in exce ss of one year ar e as  follows: 

1997 
1998 
1999 
2000 
Thereafter 

Total futu re m inim um  lease paym en ts 

8. RETIREM ENT PLANS 

Total 

$ 8,020,532 
7,169,239 
6,907,147 
6,374,194 
51~083t247 

Substantially all of th e Port's employees ar e required  by State law to participate in retirement plans 

administered by the Lo uisiana State Employees' Retirement System ("LASERS") or the Harbor Police 
Employees' Retirement System ("HPERS "). 
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Disclosures relating to these plans fu llow: 

A. LOUISIANA STATE EM PLOYEES' RETIREM ENT SYSTEM  

All full-tim e employees of the Port participate in the LASERS, with th e exception of harbor police, 
who are covered under the I-IPERS. The LASERS  is a single employer plan administered  on a 
statewi de basis, co vering all classified an d unclas sified  employee s of the state governm ent of 
Louisiana, of which the Port is a co mponent unit. The Port's total payroll for the year ended 
Jun e 30, 1996 was $10,634,637 of which $9,303,767 in co vered payr oll related to participan ts in 
th e LASERS . 

Th e LA SERS is a defined benefit co ntributory pension plan  to which employees co ntribute 7.5%  of 
their salaries and the Port co ntributes 11.9%  of th e employee s' salaries toward future ben efits. 
Provisions for employer an d employee  co ntributions  are in LRS  42:651; 712; 712.1; 712.3. 
Am ounts contributed for the year ended June 30, 1996 by employee s and th e Port were $697,781 
and $1,116,108, respectively. 

M embers are vested after 10 years of service . A member is eligible to retire after at least 10 years 
of serviee  at age 60, 25 years at age 55, or after 30 years at an y age. Th e system does provide for 
deferred benefits for vested members who terminate before being eligible for retirement. Once the 
member rea ches th e appropriate age for retirem en t, benefits become payable at a rate of 2.5% of the 
highest 3 co nsec utive years of creditable service. Once  an employee has aec umulated 10 years of 
service , disability benefits apply based  on th e regular  benefit formula wi thout age restrictions. 

Act 14 of the 1990 Lo uisiana Legislature provided for a new retirement option designated as  the 
Deferred Retirement Option Plan (DROP). This option permits LASERS  members to co ntinue 
working at their state jobs for up to two years while in a retired status. DROP allows these retirees 
to  accum ulate retirem ent benefits in a special account for later di stribution. 

The "pens ion benefit obligation" is a standardized disclosure measure of the present value of pension 
benefits, adjusted for the effects of projeeted salary increases an d step-rate benefits, estimated to be 
payable in the fu ture as a result of employee  service  to  date . Th e measure, which is th e actuarial 

present value of credited projected benefits, is intended to help users assess the LASERS 's funding 
statu s on a going-concern bas is, as sess progress made in accumulating sufficient as sets to pay 
benefits when due, and make co mparisons  among pens ion plans an d employers. 

Th e LASERS doe s not make separate measuremen ts of as sets an d th e pension be nefit obligation for 
individual co mponent units. Th e pens ion benefit obligation at June 30, 1995 for the LASERS  as a 
whole, determined through  an  actuarial valuation performed as of that da te, was $5.697 billion. The 
LA SERS 's net assets available for benefits on that date (valued at am ortized cost) were $3.666 
billion, lea ving an  unfunded  pe ns ion benefit obligation of $2.107 billion. 

Pension plan  investm ents, other than U.S. government agency obligations , that exce eded  five pe rcent 
of net as sets available for benefits include 24%  invested in domestic co mmon stocks, 9%  in 
international co mmon stocks an d 10%  in short-term  investments. 

Ten-year hi storical trend information showing the LASERS 's progress in acc uraalating sufficient 
as sets to pay benefits when due is presented in the LASERS 's June 30, 1995 audited financial 
reports. 
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B. HARBOR POLICE EM PLOYEES' RETIREM ENT SYSTEM  

1. Plan Description - All commissioned members of the Harbor Police Departm ent of the Port 
who are under the age of 50 on the date of employment are eligible to participate in the 
I-IPERS, a single-employer plan administered  by a seven member Board of Trustees. The 
Port's total payroll for the year ended  June 30, 1996 was $10,634,637, of which $1,330,870 in 
co vered  payr oll related to participan ts in the HPERS. 

M ember benefits are equal to 3-1/3%  of average final co mpensation, as defined, multiplied  by 
creditable service  years, not to exce ed 100%  of final salary. However, ira person retires 
be fore age 50, the benefit is 2 1/2%  of average final co mpensation, as  defined, multiplied by 
creditable service years, not to exce ed 85%  of final salary. M embers are eligible to retire at 
any ag e with 30 years service , at ag e 60 wi th 10 years service  and at ag e 45 with 20 years 
service . The HPERS also provides benefits for surviving spouses and disabled members. Ira 
member resigns from the Police Departm ent be fore retirement, accumulated employee 
co ntributions  ar e refunded to th e employee. 

Funding of the HPERS is provided  from co ntributions  from members an d the Port. M embers 
co ntribute, by payr oll ded uction, 7%  of en vered payroll. 

2. Funding Status and  Progress - Th e pens ion benefit obligation, which is th e actuarial present 

value of eredited projected benefits, is a standardized diselnsure measure of the present value 
of pension benefits, adjusted for the effects of projected salary increases and step-rate benefits, 
estimated to  be payable in the future as  a result of employee service to date . Pension benefit 

obligations include benefits expected to be paid to (a) retired or terminated employees or their 
beneficiaries, Co) beneficiaries of employees who have died, and (e) present employees or their 
beneficiaries. Th e measure is intended  to help users as sess th e HPERS's funding status on a 
going-concern basis, assess progress made in ace umulating sufficient as sets to pay benefits 
when due, an d make comparisons  among employers. The measure is independent oftbe  
funding method used  to determine co ntributions  to the HPERS. 

The actuarial present value of th e pension benefit obligation is determined  by co nsulting 
actuaries an d is that am ount that results from applying actuarial assumptions to adjust the 
pens ion benefit obligations  to reflect the tim e value of money an d the probability of payment 
between th e valuation da te and the expected da te of payment . Th e significant actu arial 
assumptions used in determining pension benefit obligations as of June 30, 1996 were (a) the 
determination of life expeetaney based on the 1971 Group Annuity Mortality Table Co) the 
determination of participan t retirem ents based on an expected retirement ag e of 63 years (e) an 
assumed average rate of retura on investment of 7.0% an d (d) projected salary increases of 5% 
per year (2.5% increase for inflation and 2.5% increase for seniority an d merit raises). 
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The assets in excess of the pension benefit obligation at June 30, 1996 (the date of the most 
recent valuation) were as follows: 

Pension benefit obligation: 
Vested benefits: 
Participants rece iving benefits 
Other participants 

Total vested be nefits 

Total pension benefit obligation 
N et assets available for benefits, at market value 

Assets in excess of pension benefit obligation 

$5,283,147 
2,593,462 

7,876,609 

494,209
. 

8,370,818 
9r314~028 

Pension plan  investments, other than U.S. government an d agency obligations, that exceeded 
five perce nt of net as sets available for benefits include 9%  invested in corporate bonds and 9% 
invested in cash equivalent securities. 

3. Contribution Requirements and Contributions M ade - As previously noted, employees arc 
req uired to co ntribute 7%  of th eir covered payroll to the HPERS. The Port is req uired  to make 
co ntributions to th e HPERS at aetuariaily determined  rates expressed  as  a perce ntage of 
members' co vered payroll, not to exceed 13% . Level perce ntage of payr oll employer 
co ntribution rates are determined  using the entry age normal actuarial method un til as sets 
exce ed accrued  actuarial liabilities, at which point the aggregate actu arial method is used . As 
as sets were in excess of aeto arial liabilities, the aggregate method  was  applicable for fiscal 
year 1996. The Port funded a rate of 10% for fiscal year 1996, in accordance  with th e 
recommendation of the HPERS's Board of Trustees. Total co ntributions for the year ended 
June 30, 1996 were $215,273, whieb co nsisted of employce  co ntributions  of $82,186 an d 
employer co ntributions  of $133,087. 

4. Trendlnformation - Treed information gives an  indication of the progress made in 
accumulating suffi cient as sets to pay benefits when due. Sevee -year trend information is 
included in th e HPERS's audited financial statements for the year ended  Jun e 30, 1996. For 
the three  years ended  1996, 1995 and 1994, respee tively, available as sets were sufficient to  
fund 111, 104 and 109 perce nt of the pension benefit obligation. The overfunded pension 
be nefit obligation represented 70, 27 an d 56 perce nt of the annual co vered  payroll for 1996, 
1995 an d 1994, respectively. Presenting the overfunded pension be nefit obligation as a 
percentage of annual covered payroll adjusts for the approximate effect of inflation for analysis 
purposes. In ad dition, for the three years ended 1996, 1995 an d 1994, the Port's co ntributions  
to the HPERS, all made in acco rdance  with actuarially determined req uirements, were 10 
pe rce nt of annual co vered payr oll. 
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PO RT OF NEW  O RLEANS 

SUPPLEMENTAL SCHEDULE OF FIXED ASSETS BY DEPARTMENT 
JUNE 30. 1996 

FURN ITURE AND FIXTURES 
Docks 
Foreign trade zone 
Public commodity warehouse 
I. H . navigational canal 
Engineering department 
Administrative department 
Bulk handling facilities 
Port relations 

EQUIPMENT: 
Doc ks 
Foreign trade zone 
Public co mmodity warehouse 
I. H . na vigational canal 
Enginee ring department 

Cost 

$301,795,588 
245,000 

2,529,567 
4,387,824 
26,080,726 
11,547,373 

593,673 
1,092,338 
818.600 

349.090.689 

1,012,336 
18,257 
4,658 
42,644 

1,186,260 
2,266,569 

4,654,470 
52,555 
4,219 
19,552 

5,725,991 
2,584,710 
202,268 

Accum ulated 
Depreciation 

$139,111,844 
245,000 

1,942,278 
3,301,987 
16,722,021 
10,699,975 

497,167 
860,303 
767.007 

407,837 
8,398 
4,625 
25,171 
778,924 

1,429,578 

Net 
Book Value 

$162,683,744 

587,289 
1,085,837 
9,358,705 
847,398 
96,506 
232,035 
51,593 

174.943.107 

604,499 
9,859 

33 
17,473 

407,336 
836,991 

168-896 33-643 

2.823.429 

1,453,149 
18,122 
2,021 
18,767 

4,158,335 
744,300 
149.920 

6.544.614 

TOTAL PROPERTY, FURNITURE 
AND FIXTURES AN D 
EQUI PM ENT $367,067,717 $183,515,625 

LAN D 
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1.909.834 

3,201,321 
34,433 
2,198 
785 

1,567,656 
1,840,410 
52~348 

$183r552r092 

$ 50r972r513 



 



Deloitte& 
Touche LLP 

Suite 3700 Telephone: (504) 581-2727 
One Shell Square Facsimile: (504) 561-7293 
701 Poydras Street 
New Odeans. Louisiana 70130 3700 

INDEPENDENT AUDITORS' REPORT ON THE INTERNAL CONTROL STRUCTURE BASED 
O N THE AUDIT OF THE FINANCIAL STATEMENTS 

The Board of Commissioners of the 
Port of New Orleans: 

W e have audited the financial statements of the Port of New Orleans, a component unit of the State of 
Louisiana, as of and for the year ended June 30, 1996, and ha ve issued  our report thereon dated 

September 13, 1996. 

The management of the Port of New Orleans is responsible for establishing an d maintaining an  internal 
control structure, In fulfilling this responsibility, estimates an d judgments by management are required to 
assess the expected benefits and related co sts of internal control structu re policies an d procedures. Th e 
objectives of an internal co ntrol structure are to provide management with reasonable, but not absolute, 
assurance that as sets are safeguarded against loss from unauthorized use or disposition, an d that 
transactions  ar e exec uted in accordance with management's authorization an d recorded  properly to perm it 
the preparation of financial statements in accordance  wi th generally accepted accounting principles. 
Because of inherent limitations in any internal control structure, errors or irregu larities may nevertheless 
occur and not be detected. Also, projection of any evaluation of the structure to future periods is subject to 
the risk that procedures ma y become inadeq uate because of changes in conditions or that the effec tiveness of 
the design and ope ration of po licies and procedures may deteriorate. 

In planning an d pe rforming our audit of the financial statements of the Port of New Orleans for the year 
ended  Jun e 30, 1996, we obtained an un derstanding of the internal control structure. W ith respect to the 
internal co ntrol structure, we obtained  an understanding of the design of relevant po licies and procedures 
an d whether they have been placed in operation, an d we assessed  co ntrol risk in order to determine our 
auditing procedures for th e purpose of expressing our opinion on the financial statements an d not to provide 
an  opinion on the internal co ntrol structure. Accordingly, w~ do not express such an  opkuon. 

DeloHteTouche 
Tohmatsu 
International 



Our consideration of the internal co ntrol structure would not necessarily disclose all matters in the internal 
co ntrol structure that might be ma terial weaknesses under standards established by the American institute of 
Certified Public Accoun tants. A ma terial weakness is a reportable co ndition in which the design or 
operation of one or more of th e specific internal co ntrol structure elements does not red uce to a relatively 
low level the risk that errors or irregularities in amoun ts 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 
co urse of pe rforming their assign ed functions. W e noted no ma tters involving the internal co ntrol structu re 
and its ope ration that we co ns ider to be  ma terial weaknesses as defined  above. 

However, we noted certain ma tters involving the internal co ntrol structu re and its operation an d other 
administrative ma tters that we have reported to the management of the Port of New Orleans in a separate 
letter dated September 13, 1996. 

This report is intended for th e information of the Board of Commissioners, management, an d the Legislative 
Audito r of the State of Louisiana. However, this report is a ma tter of public record an d its distribution is 
not lim ited. 

Septembe r 13, 1996 
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Deloitte& 
Touche LLP 

Suite 3700 Telephone: (504) 581-2727 
One Shell Square Facsim ile: (504) 561-7293 
701 Poydras Street 
New Orleans, Louisiana 70139 3700 

INDEPENDENT AUDITORS' REPORT ON CO MPLIANCE 
BASED ON THE AUDIT OF FINANCIAL STATEMENTS 

The Board of Commissioners of the 
Port of New Orleans: 

W e have audited the financial statements of the Port of New Orleans, a component unit of th e State of 
Louisiana, as of June 30, 1996 and for the year th en ended, and ha ve issued our report thereon dated 
September 13, 1996. 

W e co nducted our audit in accordance with generally accepted auditing standards and Government 
Auditing Standards, issued by the Comptroller General of the United States. Those standards  require 
that we plan and perform th e audit to obtain reasonable assurance about whether the financial statements 
are free of material misstatement. 

Compliance  wi th laws, regulations an d contracts applicable to the Port of New Orleans is the 
responsibility of management of the Port of New Orleans. As part of obtaining reasonable assurance 
about whether the financial statements are free  of material misstatcmcnt, we pe rformed tests of the Port 
of N ew Orleans' compliance wi th certain provisions  of laws, regulations  an d co ntracts. H owever, the 

objective of our audit of the financial statements was not to provide an opinion on overall compliance 
wi th such provisions. Accordingly, we do not express such an  opinion. 

The results of our tests disclosed  no instance s of nonco mplian ce  that ar e required  to be reported  herein 
under Government Auditing Standards. 

This report is intended  for th e information of the Board of Commissioners, management, an d the 
Legislative Auditor of the State of Louisiana. However, this report is a matter of public record an d its 
distribution is not limited. 

DeloitteTouche 
Tohmatsu 
International 



Deloitte& 
Touche LLP 

Board of Commissioners of the 
Port of New Orleans 

P. O. Box 60046 
New Orleans, Louisiana 70160 

Dear Sirs: 

Suite 3700 Telephone:/504) 581-2727 
One Shell Square Facsimile: (504) 561-7293 
701 Poydras Street 
New Orleans. Louisiana 70139-3700 

In planning and performing our audit of the financial statements of the Port of New Orleans, a 

component unit of the State of Louisiana, for the year ended June 30, 1996 (on which we have issued our 
report dated September 13, 1996), we developed observations an d recommendations concerning certain 
matters related  to its internal control structure. Our co mments are presented  in Exhibit I an d are listed in 
th e table of co ntents thereto. 

This report is intended solely for the information and use of the Board of Commissioners, management, 
and the Legislative Auditor of the State of Lo uisiana, an d should not be used  for an y other purpose. 
However, this report is a matter of public record an d its distribution is not limited. 

W e will be pleased  to discuss th ese comments with you an d, if desired, to  assist you in im plementing the 
recomm endations . 

Yours truly, 

DeloftteTouche 
Tohmatsu 
International 



 



R 

W e noted that reconciliations of ce rtain detail asset and liability accounts were not reconciled to the respective 
general led ger accounts at year end, specifically property and equipment and accounts payable. Port personnel, 
with our assistance, located, reconciled an d adjusted an y differences at year end. 

Reconciliations  an d comparisons of all significant balan ce sheet accoun ts wi th related detail records provide 
independent chec ks over the output of a general led ger system and arc integral elements of an effective internal 
control structure. W e recommend that supporting subsidiary records  be maintained  an d timely reconciliations 
of these records to th e genera/ledger be performed  on a regular bas is. 

Physical access to the computer room is not currently controlled by the Management Information System (MIS) 
director. 

Ace ess to th e co mputer room should be  co ntrolled  by the M IS dirce tor. Current acce ss to  th e co mputer room 
should be re-evaluated an d only authorized personnel should be granted access. 

Access to sens itive forms is not limited to authorized personn el. 

Sensitive forms (payroll checks, voucher checks, an d purchase orders) are kept in a locked storage roo m wi thin 
the M IS department. Access to this storage roo m is restricted by keyed  lock wi th building security maintaining 
distribution of the keys. M IS is uncertain who has acce ss to this roo m, and on oc casion has seen unfamiliar 
people enter th e storage room . 
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STATUS OF PRIOR YEAR COM M ENTS 

The Port made annual paymen ts of approximately $35,000 during fiscal year 1995 to individuals who are 
receiving m onthly benefits under workers" compensation claims. 

Employees injured as a result of work-place accidents are entitled to receive benefits un der workers' 
co mpensation statutes. At June 30, 1995, the Port has recorded an accrual for estimated probable liabilities for 
workers' compens ation claims which ar e expected to  be settled through a one-tim e lump sum  paym ent. 
However, in certain situations, settlement payments are also made to claimants on a monthly bas is for such 

benefits. 

Th ese paym ents are currently accumulated through the Port's accOun ts payable system and monitored  by its 
legal department. A liability for the estimated present value of these future monthly paym ents (which is not 
currently material) is not included in the Port's financial statements. 

Th e Port should establish procedures in order to evaluate an estimate of futu re workers' compens ation benefits 
to be remitted to  claimants in a series of paym ents, 

This evaluation should address not only th e estimation of benefits to be paid, but also 

~ An estimate of',he period of time over which th ose paym ents will be  made 

~ A calculation of the present value of that stream of payments using current interest rates 
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The Port's fixed asset accounting system could be enhanced  to provide for improved  detail summarization of 

property transactions (additions, disposals, transfers, reclassifications, etc.) that have been recorded during an 
acco unting period. This information is difficult to access because of the Port's current acco un t code structure. 

Th e Port's ca pital im provements plan  has resulted  in a significant number of capital transactions . The fixed 
asset accounting system provides the subsidiary accounting rec ords for all Port prope rty, which is a significant 
element of the Port's balan ce  sheet. 

Although th e Port's fixed  as set system provides suffi cient detail of fixed  as sets to allow for th eir safe-guarding, 
th e current activity provided  does not allow management to easily co mpile for review summarized  capital 
transaction information. 

The Port should review its current fixed  as set system an d related  accoun t code structure to determine the 
feasibility of modification to provide easier access to a detailed  summary of property transactions. A 
summarization at this level of fixed  as set transactions would allow for management to better monitor ca pital 
expenditu res an d subsequent ad ditions  to its depreciable property base. 

In working with the soRware company for the as set module, a review is currently in progress to determine the 
ca pability of the module as  it relates to ca pital transaction information. This stu dy will be co ncluded in Fiscal 
Year 97 an d the re, commendations  an d/or chan ges necessary to provide detailed  summariza tion of prope rty 
transactions  wi ll be implemented  accordingly. 
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M r. M ichael J. K eeffe 
Audit Partner 
D eloitte & Touche LLP 
One Shell Square - Suite 3700 
701 Poydras Street 
N ew O rleans, LA 70139-3700 

P O R T  O F 

N EW  O RLEA N S 

September 13, 1996 

RE: 1996 AUD IT M AN AGEM EN T LETTER 

D ear M r. K eeffe 

W e have reviewed the fiscal 1996 audit observations concerning suggested improvem ents to 
Board operations. Our response to your findings and recom m endations is as follow s: 

ACCOU NT RECON CILIATION S 

The General Ledger Department will review procedures for reconciliation of major 
accounts. Significant asset and liability accounts lacking structured reconciling procedures 
will be brought to the attention of the D irector of Finance along w ith recom m endations 
for enhancing the control m ethods. M onthly reconciling procedures will be im plemented 

by tile third quarter of Fiscal 1997. 

IN FORM ATION  SECURITY 

Observation One- 
M .I.S. does not directly control the computer hardware that manages the securily system. 
H ow ever, tighter control is necessary. U nder no circum stances should anyone be given 
access to tile com puter room and storage room without M .I.S. authorization. A task 
force comprised of M .I.S., internal audit and safety and security will look into this security 

issue and develop a solution w ithin the next 90 days. 

BOARD OF COMMISSIONERS OF THE PORI OF NEW ORLEANS 

Post Office Box 60046. New Orleans, Louisiono 70160. Tel: 504 522-2551. Fox: 504 524-4156. Telex: 58-7496 



Observation Tw o- 
K ey access to the storage room should be limited to one or two individuals and the 
storage room placed on the electronic security system . Key access w ould only be used 
in an em ergency when tile electronic security system m alfunctions

. In addition, w eekly 
reports should be furnished to M T S. by safety and security

, show ing w eekly log of all 
entry activity for the com puter and storage room s

. This recom m endation w ill be 
implem ented w ithin the next 120 days

. 

Observation Three- 
M .I.S. has implemented many controls to insure that the Board's LAbl is virus free and 
secure. Additional controls will be im plem ented to oversee softw are license com pliance

. 

This im provem ent w ill be instituted w ithin the next 60 days
. Form al docum entation of 

LAN  controls will be produced wi thin 90 days
. A periodic audit to review these controls 

w ill be instituted. 

BU S/NESS IN TERRUPTION PLAN  

R YEAR 

W ORKER'S COM PEN SATION CLAIM S 

PROPERTY SY STEM  

In w orking w ith the softw are com pany for the asset m odule
, a review is currently in 

progress to determ ine the capability of the m odule as it relates to capital transaction 
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