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IbH)EPENDENT AUDITORS ' REPORT 

TO the Board of Commissioners 
Sabine River Authority , 
State of Louisiana 

We have audited the accompanying financial statements of Sab:L :~ 
Ri~er Authority , a component unit of the State of Louisiana, as I 
and for the year ended June 30, 1997, as listed in the table 
cont{.~nts. These financial statements are the responsibility of ~ ::~ 
Authority 's management . Our responsibility is to express an opin:L : 
on these financial statements based on our audit . 

We conducted our 
auditing standards 
Comptroller 
GoveYnmenta] 

audit: in accordance 
Government AuditJns 

with generally acce[ 
Sta ndards, issued 

Genera]. of 
AndJt Guide 

the United States, and the Louisi6!!~$ 
Those standards require that we plan ~,~,:~ 

perform the audit to obtain reasonable assurance about whethe~ t:.! 
financial statements are free of material misstatement . An au<i : 
includes examining, on a test basis, evidence supporting the amouL!~: 
and disclosures in the f~nancial statements . An aud~t also inclu(i~  
assessing the accounting principles used and significant estimat.~ 
made by management, as well as evaluating the overall financ~ ,i 
statement presentation . We believe that our audit provides a 
reasonable basis for our opinion . 

Prior to July i, 1994 , the fixed assets of Sabine River Authorit~ 
State of Louisiana, were not reported in an enterprise fund . A 
opening balances of fixed assets could not be verified . See Note ~i 
for additional information . 

In our opinion , except for any errors which might have b~ 
disclosed had fixed assets been established and maintained prier 
July i, 1994, the financial statements referred to above pres< 
fairly, in all material respects, the financial position of Sabi 
River Authority, State of Louisiana, as of June 30, 1997, and t 
results of its operations and cash flows for the year then ended 
conformity with generally accepted accounting principles . 

I 



Our audit was conducted for the purpose of forming an opinion on the finan~:j i 
statements taken as a whole . The supplemental schedule listed in the table of contelll 
is presented for purposes of additional analysis and is not a requ ired part of tl 

financial statements of the Authority. Such information has been subjected to tl 
auditing procedures applied in the audit of the financial statements, and , in o~ 
opinion, is fairly presented in all material respects in relation to the finanei~ 
statements taken as a whole . 

The financial information for the 1996 fiscal year, which is included for comparati\e 
purposes , was taken from the financial report of Sabine River Authority , State <i 
Louisiana, for that year in which we expressed a qualified opinion on the financi~ I 

statements . 

In accerdance 

Septe~ ger 26, 
structure and 
regulations . 

Lafayette 

Septem ber 

with ~_Q~ nment Auditina .$JLa~i~ards, 
1997, on our consideration of Sabine 
a report dated September 26, 1997, 

Louisiana 
26 , 1997 

we have also issued a report dat~ 
River Authority's internal cont~i 
on its compliance with laws al 
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ASSETS 

Current A ssets : 
Cash and cash equivalents 
Investm ents 
Acco~nts receivable 
other current assets 

TOTAL CURRENT ASSETS 

Restricted Assets : 
Cash and cash equivalents 

SAB INE RIVER AUTHORITY 
STATE OF' LOUISIANA 

BAI~LMCE SHEETS 
June 30~ 1997 and 1996 

TOTAL RESTRICTED ASSETS 

Property and Equipment : 
Land 
Reservoirs and waterways 
Dams and electric plant 
Water and pumping plant 
Recreational site improvements 
Buildings 
Roads and parking lots 
Fish pavilions 
Golf course 

Equipment 
Construction in progress 
Less accumulated depreciation 

1997 1996 

$ 2,890,844 
3,271,155 

279,626 
25~661 

$ ],328,89~, 
8 ,677 ,523 

249,89~ 

~ .2 86 i0.~89.~  

~,252 ,I86 

18,000,58c) 
17 ,612 ,184 

21 ,472 ,92EI 
2 ,644 ,654 

9B9.880 

2 ,613 ,812 
8,636 ,34~ 

(22.134_~ '/ 

TOTAL PROPERTY, pLANT AND EQUIPME~f 52.788.426 51.087.~  

TOTAL ASSETS S 60.Q~!i.712 S 62.177.7~  
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LIABILITIES AND EQUITY 

Current Liabilities : 
Current maturities of long-term debt 
Accounts and retainage payable 
Accrued expenses 
Cont]~act payable 
Other current liabilities 

TOTAL CURRENT LIAB ILITIES 

Long-term Liabilities 
Contract payable 
Bonds payable 

TOTAL LONG-TERM LIAB ILITIES 

Other Liabilities : 
Advance power payment 

TOTA L L IAB IL IT IE S 

Equity : 
Contributed capital 
Retained earnings 

TOTAL EQUITY 

TOTAL LIAB ILITIES AND EQUITY 

See Notes to Financia]. Statements 
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1997. 19~$ -- _  

900,000 
976 ,744 
224 ,370 

533,035 
11 ,622 

2,645,771 3.155,~!I, 

11 ,302 ,758 

4 ,355 .000 
i] ,594 ,63~ 

5.255.9~  

~ /,7~$ 16.849.~ i 

1,366,631 1,708.8  

30,134 ,988 
10,250 .564 

21.7~$,~ ! 

30 ,i07 ,468 

10.35~,~.Q9~ 

40.385.552 40.460,~  



SAB INE RIVER AUTHORITY 
STATE OF LOU ISIAN A 

STATEMENTS OF INCOME 
Years Ended June 30, 1997 and 1996 

Operating Revenues : 
Power sales 
Water sales 
Park site rentals 
Golf course fees and sales 

Miscellaneous 

TOTAL OPERATING REVENUES 

Operating Expenses : 
Operating and maintenance 

Depreciation 

TOTAL OPERA TING EXPENSES 

OPERATING LOSS 

Nonoperating Revenues (Expenses) 
]interest income 
Interest expense 
Contribution to Policy Jury 
Forgiveness of debt 

1997 1996 _ __  

$ 1,856,31t 
2 ,029 ,60[~ 

179,5]~ 

219.80% 

4.674.264 4~285.23~ 

4 ,096 ,462 
1 .590 .011 

4 ,334 ,58( 

1.235.04~ 

5.68~;,~7~ 5.569.~uI~ 

(1.012.209) (1.284.38~J 

288,120 

(430,962) 
(761,925) 

--  3~ .659 

589,63!, 

499 .85"~ 

i13 .8~( 

NET NONOFERATING REVENUES (EXPENSES) (553. 108) 203. 666 

NET LOSS 

Add depreciation and loss on assets 
contributed or funded by other funds 
that reduce contributed capital 

DECREASE IN RETA INED EARN INGS 

Retained earnings at beginning of year 

Retained earnings at end of year 

See Notes to Financial Statements 
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(1,575,317) (1,080,72 

1.472,480 __  ~8~  

102,837) (394,64~ 

10.353.401 _~ Q,748~Qg $ 



SAB INE RIVER AUTHORITY 
STATE OF LOUISIANA 

STATEMEN~fS OF CASH FLOWS 
Years Ended June 30, 1997 and 1996 

CASH FLOWS FROM OPERATING ACTIV ITIES 

Operating loss 

Adjustments to reconcile operating income 
to net cash provided by (used in) operating 
activities : 

Depreciation 
Other 
Changes in assets and liabilities : 

Decrease (increase) in assets - 
Accounts receivable 
Other 

Increase (decrease) in liabilities: 
Accounts payable 
Accrued expenses 
Other 

Net cash provided by operating 
activities 

CASH FLOWS FROM CAPIT~-L AND RELATED 
FINA]~CING ACTIVITIES 

Acquisition of capital assets 
Contribution to Police Jury 
Transfers from primary government 

Principal paid or* revenue bond maturities 
Interest paid on revenue bonds 
Net payments on contracts payable 

Net cash used in capital and related 
financing activities 

CASH FLOWS FROM IN VESTING ACTIV ITIES 
Net sales of investment securities 
Interest on investments 

Net cash provided by 
in~esting activities 

__  199'7 __  ~ __ 

$ (1,012,209) $ (1,284,38~ 

1,590,011 
29,361 

(29, 
7 , 

727) 
831 

{698,409) 
(6,143) 

--  ~.176 

1 ,235 ,04~ 

2.6211 

(91 
113 

54~ 

56~ 

(~ _~, 109) i. 378,49_~ 

(3,31!), 365) 
(761[ , 925) 

i , 500 ,000 

(865, 000) 
(430, 962 ) 
(139. 182) 

(3,935,85 

1 ,000 ,00( 

(830,00( 
(499,85", 

--  (603.~ ? 

(4.0~ i~4~ ) (4.868,7~( 

5,406 ,368 

288,~20 
132 ,29~ 

589.6~  

5,69~ .48B 721.9~  

IncreaE:e (decrease) i~ cash and cash ecp/i.va.].ents 1,561,945 (2,768,293 

Cash and cash equlva]ent.s at beginning of year 2.128.899 4.897,/~ ! 

Cash and cash equiva]ents at end of year 
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SABINE RIVER AUTHORITY 
STATE OF LOUISIANA 

NOTES TO FINANCI~I  STATEMENTS 

Note I . Summary of Significant Accounting Policies 

The financial statements of Sabine River Authority , State of Louisiana , have 
been prepared in conformity with generally accepted accounting princip]~  
(GAAP) as applied to government llnits. The Governmental]. Accounting Standa~<is 
Board (GASB) is the accepted standard-setting body for establishJ~L~ 
governmental accounting and financial reporting principles. The mc,~e 
significant of the Authority 's accounting policies are described below . 

Reporting entity : 

Sabine River Authority , a component unit of the State of Louisiana, w~:~ 
created under Title 38, Chapter 2, of the Louisiana Revised Statutes <f 
1950, comprised of R .S. 38:2321 through 38:2337. The Authority is charged 
with the development of the Sabine River Basin within the State c.f 
Louisiana. The Authority derives its revenue from the sale <.f 
hydroelectric power from the Toledo Bend Dam , water sales from the Toled< 
Bend Reservoir and Sabine River Diversion Canal, permit and recreation a~ ~ ~ 
feeE~ and other miscellaneous revenue. The Authority was transferred f~ <if 
the Louisiana Department of Transportation and Development to t h~, 
Department: of Culture and Recreation for the period July i, 1987 tc 
August 31, 1991. At the 1991 Se.~3sion of the Louisiana Legislature, Act ~ ~2 
transferred the Authority back to the Louisiana Department c,f 
Transportation and Development effective September i, 1991 . 

The Authority is an autonomous self-supporting governmental unit with J~c 
taxing powers covering all or a portion of six parishes in the Sabine Ba~ i! 
and is administered by a thirteen-member Board of Directors appointed by 
the Governor to four-year terms which are concurrent with the Governo~ 

Fund accounting 

In prior years, the Authority , for financial reporting purposes, consJst~ 
of a general fund, debt service fund and account groups . These funds al 
groups were designed to demonstrate legal compliance and to aid financi~ 
management by segregating transaction~ related to certain governm~  
functions or activities . 

For the 1994-95 fiscal year, the Legislative Auditor determined t} 
Authority 's accounting system should consist of an enterprise fuT 
(proprietary fund type). This enterprise fund accounts for tl 
accslisition , operation, and maintenance of Authority facilities a~ 
services. All enterprise funds are accounted for uE~ing the accrual ba~ 
of accounting . Their revenues are recognized when they are earned aT 
their expenses are recognized when they are incurred . 

-  9 - 



NOTES TO FINANCIAL STATEMENTS 

Proprietary funds are reported in accordance with GASB Statement No . 2c , 

Accounting and Financial Reporting for Proprietary Funds and oth~] 
Governmental Entities that use Proprietary Fund Accounting . This standard 
requires that all applicable GASB pronouncements, Financial Accountii.~{ 

Standards Board (FASB) Statements and Interpretations, Accountil.cl 
Principles Board (APB) Opinions, and Accounting Research Bulletins (ARB~) 
issued on or before November 30, ].989 be applied to proprietary activit/~  
unless they (FASB Statements and Interpretations, ARB Opinions, and AR}~!~ 
conflict with or contradict GASB pronouncements . 

GASB Statement No . 20 also E:tates that for proprietary activities, 
management may elect to apply all FASB Statements and Interpretatio:~ 
issued after November 30, 1989, except for those that conflict with <~ 
contradict GASB pronouncements. Proprietary activities under the cont1<] 
of the Authority will not elect to apply |i~ SB Statements aT~cl 
Interpretations issued after Novemb er 30, 1989, unless they are adopted :y 
GA SB . 

Compensated absences 

Classified employees of the Sabine River Authority accumulate annual a~d 
sick leave at various rates depending on their years of service. The~~. 
employees may accumulate unlimited amounts of annual and sick leave . Up<r~ 
termination or death, employees or their heirs are compensated for up [[, 
300 hours of unused annual leave at the employee 's hourly rate of ps~,. 
Upon retirement, unused annual leave in excess of 300 hours plus unus~5 
sick leave is used to compute retirement benefits . 

Vested or accumulated vacation leave of proprietary funds is recorded ~  
an expense and liability of! those funds as the benefits accrue ~:~ 
employees. In accordance with the provisions of Statement of Financii~] 
Accounting Standards No. 16, ~ Qunti~g for Compensated Absences, (GA!~; 
Code Sec. C60) no liability is recorded for nonvesting accumulating righ~  
to receive sick pay benefits. 

Cash and cash equivalents 

Cash and cash equivalents are short-term liqu id investments that a~e 
readily convertible to kno~ l an~ounts of cash and so near maturity theft 
there is no significant risk of changes in value due to changes in intere~t 
rates . 

Investments 

Investments are recorded at cost, which approximates market . Purcha.~e 
premiums and discounts, if any, are amortized over the lives of the relat~.5 
investments on a straight-line basis. 

-  10 



NOTES TO FINANCIAL STATEMENTS 

Accounts receivable 

The Authority considers accounts receivable to be fully collectib] 
accordingly , no allowance for doubtful accounts is required . If amoun 
become uncollectible, they will be charged to operating expenses when th 
determination is made . 

Property , plant and equipment 

Property , 
has been 
follows : 

plant and 
provided 

equipment are stated 
using the straight 

Dams and electric plants 
Water and pumping plant 
Buildings 
Equipment 
Roads and parking lots 
Golf course 

Budgets and budgetary accounting 

at historical costs. Depreciat/:: 
line method at annual rates a~ 

1 .50% 

50% - 5 .00% 
00% - 5 .00~ 

00% - 20 .00% 

33% - 5.00% 
2 .00% 

The Authority prepares a budget for use in planning and controlling cost 
The budget and any changes are approved by the Board of Commissioners. 

Restricted assets 

The restricted assets consist of bond operat incj reserve funds a:.c~ 
contingency and replacement reserve funds on revenue bonds that a ~ ~. 
specially restricted by the Board of Commissioners . The bond operatJh~i 
reserve and contingency and replacement reserve funds are segregated ,~: 
required by the bond indenture . 

Rates and regulations 

The Louisiana Public Service Commission (LPSC) has original jurlsdlctJcl 
over the electric rates charged by the Authority . In 1992, the LP~C 
granted a rate increase. The new rate is 2.0~ per KWH for five years th< 
2.1~ per KWH for the next five years. The power companies affected by thl.~ 
increase have agreed to the rate increase. Water rates are established l 
the Authority ' s Board of Commissioners. 

Reclassifications 

As of June 30, 1997, reclassifications were made in the presentation of t~ 
financial statements for the prior year. These changes in the presentat~: 
did not affect net income as previously reported . 



NOTES TO FINANCIAL STATEMENTS 

Note 2 . Legal Compliance - Budgets 

The Authority operates as an enterprise fund. Normally, enterprise funds al e 

not subject to operating budgets. However, a modified accrual basis budg~% 
for Sabine River Authority Appropriations, a portion of the enterprise fund , 
is formally adopted by the State Legislature and the Governor prior to the 

beginning of the fiscal year. After its adoption, adjustments to the budge'~ 
must be approved by the Joint Legislative Committee, a committee of t~Je 
Louisiana Legislature; however, the Commissioner o~ Administration m~[ 

approve line item transfers within a budgetary unit subject to statuto~ i/ 
limitations. Appropriations for eperating expenditures lapse at fisca i 
year-end; capital appropriations lapse upon completion of the Projec'. , 
purchase of the capital item designated in the appropriation, or abandonmen'~ 
Interim emergency appropriations may be granted by the Interim Emergent: i,' 
Board . 

Note 3 . Deposits and Investments 

Deposits 

At year end, the carrying amount of the Authority's deposits was $143,01~S 
and the bank balance was $134,098. Of the bank balance, $119,120 wa!~ 
covered by federal depository insurance. The remaining $14,978 was covere~ 
by collateral held by a third party bank in the Authority's name. 

Inv estm en ts 

The monetary assets of the Authority are held in various forms a~b] 
accounts. Cash and investments are categorized below as an indicator <>f 
credit risk . Category i includes cash and investments that are insured b ! 
the FDIC or collateralized with securities held by the Authority or it !~ 
agent and listing the Authority as owner . Category 2 includes cash a1~] 
investments that are collateralJzed with securities held by the pledgiI~] 
financial institution 's trust departments or its agent but listing the 
Authority as owner. Category 3 includes cash and investments that a],~ 
either collateralized with securities not listing the Authority as own~  
or uncollate~alized cor~pletely . 



Money Market 
U . S . Treasury 

securities 

NOTES TO FINANCI;~  STATEMENTS 

Cateaor~es Carrying 

_ ~ mount 
Market 

Valu~ _ 

$ I00,000 $ $i,734,355 $ 1,834,355 $ 1,834,35 

3.112.5~  _~ ,i12,591 3,133.1~J 

$3.212.5~  ~ ~  SI.734.35~ ~ 4.946,946 ~_4.967.5Q,~ 

Investments not 

categorized : 
State 

T~easury 

Note 4 . Fixed Assets 

Balances of fixed assets accD/ired through the Joint Operation between Sab~:16 
River Authority, State of Louisiana and Sabine R~ver Authority of Texas ~r 
the amount of $36,436,286 were obtained from audited financial statemen~ ~ 
Balances from the capital project fund of $11,868,449 as of June 30, I!,)" 
were also audited. All other fixed asset balances were obtained from sourc.~ 
that could not be audited . Fixed assets as of June 30, 1997 were as follow ~ 

Recreation 

Reservoirs Dams and Water and Site 

and Water- Electric Pumping Improve- A ~ 

Balance, June 30, 1996 

composed of assets: 

Unaudited ~t 

June 30, 1996 $ $ $ $21,386,812 $ 
Audited at 

June 30, 3996 ._1~2~ 2.186 18.00Q,~ Q ._17~ =I_~  86.116 3.140.429 
Balance. June 30, 1996 1,252,186 18,000,580 17,612,184 21,472,928 3,140,429 

Additions 2,138 35],214 

Deletions 

Accumulated 

dep]feciation 
Const:cuction in 

progress 

$ 

(6,142,150) (6,~5~,g~6} (6,061,174) (2,560,153) (i,746,391} ('1~ ,,79 

Balance, June 30, 1997 ~ 2,185 $Ii.85~ 4~  ~ _~=~_~~--236 ~ 5,411.754 _____~ 93]..510 $ 1,393,16~  ~ O, ~ -~  
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NOTES TO F]NANCII~  STATEMENTS 

Note 5 . Construction in Progress 

At the end of last year, the Authority was in the process of construct./n~! $, 
convention center, marina and other recreational facilities on Toledo B~ILJ 

Lake. Total projected costs through Phase 5 of the Project is expected to be 
$60,000,000. The State of Louisiana will provide funding of $18,500,000 ~u~l 
private developers are expected to fund approximately $12,000,000 of t he 
projected cost of the Project. The remaining $29,500,000 will be provided by 
a combination of funding from the State of Louisiana, private developers, aud 
self ~jenerated funds of the Authority . As of June 30, 1997, expenditures f,)~ 

the Project include land in the amount of $870,024, fixed assets )J 
$10,934,959 and construction work in progress of $933,490. Construction w~rk 
in progress consists of work done to date related to the conference cent !?~ 
and as of June 30, 1997, a contract had not yet been entered into for t !]{. 
construction of the facility . All other construction work outstanding ~I 
June 30, 1996 were completed in the current year. Below are the changes [i~ 
construction work in progress for the year ended June 30, 1997. 

Balance, June 30, 1996 

Current year disbursements 
Construction completed and 

capitalized in the current year 

Balance, June 30, 1997 

Note 6 . Long -Term Debt 

$ 8,636,64~! 

3 ,233,80~ 

(~0,934.9~,~! 

933.4~ ! 

Outstanding long-term debt of Sabine River Authority, State of Louisiana for 
the year ended June 30, 1997 conE~ist of the following : 

Date 

of 
Date 
of 

Maturity 
Interest 

R ate~ 

Origins. 
Am ounl 

oO0'~ 
HydrOelectric Revenue 

Bonds : 

Series 1964 1964 2004 3.54% - 3.70% $ 15,0(i:) 

Recreational Facility 
Revenue Bonds : 

Series 1994 19!)4 1999 variable * $ i, 503 

14 - 



NOTES TO FINANCIAL STATEMENTS 

* Eighty percent (80%) of the prime rate of Chase Manhattan Bank, New Yor~ 
adjusted annually, based on a qualified tax-exempt obligation status. 

Hydroelectric Revenue 
Bonds : 

Series 1964 
Recreational Facility 

Revenue Bonds : 
Series 1994 

Out- 

standing 
06/30/96 

$ 5,175 

~A~  

Out 

standin 

0613019 
Added Retired (000's 

Total long-term debt ~-~ I~ Q $ -Q- 

565 $ 4,61( 

~ 300 

865 

The annual debt. service requirements to maturity of all bonds outstanding ,,~ 
June 30, ]997 follows : 

1998 

1999 
2000 

2001 
2002 

2 003 - 2 004 

princinal . Interest __ Total 

$ 900,000 
945 ,000 

635,000 
655,000 
685 ,000 

1 .435 .000 

$ I,i02,29~ 
i ,I04 ,87( 

750 ,23 ~ 

746 ,551{ 

752 ,04~ 

1 .493 .01~ 

Note 7. State of Louisiana General Obligation Bonds 

The State Of: Louisiana issued general obligation bonds to provide funds foe 

the construction of a major capital facility, the Sabine River DiversJ<~: 
Canal. 

By contract with the State Bond C.ommission dated September 4, 1975, t Ii~ 

Department of Public Works agreed to service $i0,000,000 of State <if 
Louisiana General Obligation Bonds through any excess revenues derived f~ c~:I 
the sale of water from the Diversion Canal with first call on revenues to ~ i~ 
for maintenance and operations.l costs. Subsequ ently, by act R .S. 38:2325 t h6 
operation of the Sabine River Diversion Canal System was transferred to t h~ 
Sabine River Authority . Excess funds derived from the sale of water from ~ h~ 

Sabine River Diversion Canal System must be used to retire $i0,000,000 .H 
general obligation bonds. 



NOTES TO FINAN CIAL STATEMENT S 

The $i0,000,000 general obligation bonds are dated September i, 1975 and sc~l< 
as part of $22,000,000 State of Louisiana, General Obligation Bonds, SerJ~ 
1975-B (with interest rates ranging from 6.30% to 6.50%). The bonds matu~ 
serially on September i of each year with interest payable semi-annually cl 
March 1 and September i of each year commencing March i, 1976 . 

The total unreimbursed principal and interest at; June 30, 1997 ~s 
$11,835,793. The liability is included in the liability section of tL,~ 
balance sheet as contract payable . 

Note 8 . Advance Power Payments 

Gulf States Utilities, Central Louisiana Electric Cooperative, LOU~Sia~L~ 
Power and Light, and the Authority have agreed that the paym ents made ~i 
advance Of power production, and the accrued interest, shall be forgiven overt 
the next ten years beginning April 4, 1992. Advance power paym ents forgi\.,~I 
was $161,097 and interest forgiven was $180,561 for the year ended June 3~), 
1997. The outstanding balance will continue to accrue interest at f~v~ 
percent . The following illustrates the advance power payment obligation ~it 
June 30 , 1997 : 

power ~a]es Aareement 

Sectig/l 

1.21 (a) 

Note 9 . Revenues 

Under the terms of the Indenture 
electric companies is paid directly 
August, November, February and May . 
as follows : 

_ ~&lyance /IL~:erest 

$722 ,242 

_  Total~  

~1.366.~  

of Trust, revenue from power sales to 
to the Trustee on the first day of e~::h 
The money is administered by the Truslee 

From the power paym ents received in February and August, the Trustee deposit s 
into the Bond Fund an amount sufficient for payment of the principal aiLd 
interest due on the next succeeding interest paym ent date . The Bond Fund ~ s 
used solely for the purpose of paying the principal and interest on the bo:~ds 
as such payments become due . 

The power paym ents received in May and Novemb er are deposited in the Reve:~ue 
Fund. The money in the Revenue ~ Ind is applied to any deficiencies exist ~11g 
in the Bond Fund, Operating Reserve Fund, and the Contingency and Replacement 
Reserve Fund, in that order, q~ e Operating Reserve Fund is to be mainta~led 
at $50,000, to be used to prevent a pending or threatened default in the 
paym ent of bonds or the related interest coupons. The Contingency oz~d 
Reserve Replacement Fund was e~tablished with an initlal deposit of $250, C00 
by the Trustee, with a provision for an additional deposit not to exceed 
$500,000. Under the terms of the power agreement, the total of $750,(00 
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represents the Authority 's one-half 
Contingency and Reserve Replacement 

and replacements of the Project as 

of the aggregate amount to be held in tl 
Fund to be used for extraordinary repai~ 
outlined in the power sales agreement. 

After all deficiencies have been remedied and the required payments made, a 
money remaining in the Revenue Fund on or after each March 2 and Septembe~ 
are to be applied by the Trustee, at the request of the Authority, for a 
one or more of the following purposes, at the discretion of the Author/ 
with such priority as the Authority may determine : 

(1) 

(2) 
(3) 

(4) 

(5) 

Accelerated payments to the Companies to repay advance paym ents ~o:i 
power . 
The retirement of bonds in advance of maturity . 
ThE; paym ent of principal and interest, or both, on any subordlnat 
bonds which may have been issued by the Authority . 
The accumulation of money in the Operating Reserve Fund - LoulsJai~a 
Account and the Contingency and Replacement Reserve Fund - LouJsiai~a 
A ccount . 
To the Authority for any other lawful purpose of the Authority . 

In the absence of any such request of the Authority to the Trustee wJ t 
respect to such remaining money , thE! money shall remain in the Revenue Fui~d. 

Note i0. Per Diem Paid Commission Members 

The Authority is comprised of thirteen memb ers who are appointed by 
Governor . Per' diem paym ents to these members for the year ended June 

1997 were as follows : 

Vergie Asht on 
Johr, Bonner 
Daniel Cupit 
John A . DeBarge , Sr 
Dennis Freeman 
Robert Geoghagan 
George Knippers 
Walter Martinez 
Donnie Sebren 
Dale Skinner 
Warren Smith 
Finly Stanly 
Aubrey Temple 

-  17 

t h( 

3(I. 

$ 7,30; 



NOTES TO FINANCIAL STATEMENTS 

Note l:L. Employee Retirement System 

Substantially all employees of Sabine River Authority, State of Loulsi~I~a 
participate in the Louisiana State Employee 's Retirement System , a 
multiple-employer, cost-sharing pension plan established by the Loulsia*L~ 
Legislature . The payroll for ~ ithority employees covered by the System f(r 
the year ended June 30, 1997 was $1,264,031; the total Authority payroll w~:~ 
$1,656,645. 

All employees who work at least 28 hours a week and are under 60 years of ape 
are members of the plan . Members of the plan may retire with thirty years <,f 
creditable service regardless of age, with twenty-five years of service ~t 
age 55, and with ten years of service at age 60. The retirement allowance ;~ 
equal to 2.5% of the memb er 's average annual earned compensation for tK,~! 
thirty-six highest months of successive employment multiplied by his years of 
creditable service plus $300, with certain provisions made for tho~e 
employees who were members of the supplemental pay plan prior to its revisi~,:i 
date . Their retirement allowance may not exceed the greater of 100% ol a 
memb er 's final salary or compensation . The System also provides disabS]i~  
and survivor benefits . Benefits are established by State statute . 

Covered employees are required to contribute 7.5% of their earnings to t) 
plan ; the Authority contributes 12 .4% . The total contribution by the Sabi: 

River Authority for the year was $251,542, which consisted of $156,740 flc 
the Authority and $94,802 from its employees. Contributions are a]! 
established by State statute . 

The "pension benefit obligation" is a standardized disclosure measure of th~ 

present value of pension benefits, adjusted for the effects of project,~ 
salary increases and step-rate benefits, estimated to be payable in t he 
future as a result of employee service to date . The measure, which is th~ 

actuarial present value of credited projected benefits, is intended to h~ Ii~ 
users assess the System 's fundincj status on a going-concern basis, ass~!;~ 
progress made in accumulating sufficient assets to pay benefits when due, ~ii~'~ 
make comparisons among Systems and employers. The System does not make 
separate measurements of assets and pension benefit obligations ~c>l 
individual employers . Information concerning the pension benefit obligat~ol, 
for the System as a whole at June 30, 1997 was not available . 

Note 12 . Post Retirement Health Care and Life Insurance Benefits 

The State of Louisiana provides certain continuing health care and l~I!~ 
insurance benefits for Sabine River Authority 's retired employee!~ 
Substantially , all of the Authority 's employees become eligible for th~.!~ 
benefits if they reach normal retirement age while working for the Authorit/ 
Those benefits for retirees are provided through Group Benefits whose montL I~ 
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premiums are paid jointly by the employee and the State. The cost of 
providing these benefits is reflected as an expenditure in the year it :.s 
paid . For the year ended June 30, 1997, there were twelve retirees and ~)l~ 
costs of their benefits totaled $20,068. 

Note 13. Commitments 

The Authority entered into operating leases for ecp/ipment. The ]ea~ 
agreements provide that the ].eases may be canceled if[ the Legislature d<,~  
not make an appropriation for its continuation during any future fis~.i] 
period. Total operating lease expenditures for the year ended June 30, I!,)" 

was $16,898. 

Future minimum rental payments required under operating leases that h~# 
remaining lease terms in excess of one year as of June 30, 1997, follows ~ 

Year Ending 
June 3_0~__  

1998 
1999 
2000 

2001 
2002 

Remainder 

Note 14. Litigation 

The Authority is subject to various claims and lawsuits which may arise iTL 
the ordinary course of business. After consulting with counsel represent~ n~I 
the Authority in connection with such claims and lawsuits, it is the opin~:>ii 
of management and counsel that the disposition or ultimate determination of 
such claims and lawsuits will not have a material effect on the financ~a] 
position of the Authority . 

Note 15. Contingent Liabilities 

Public law 98-571 directed the Federal Energy Regulatory Commission (FERC) to 
waive annual administration charges for the use of United States lands dur i~:Lg 

the remaining term of the license to operate the Toledo Bend Joint Proj~[t 
(Project). The license expires fifty years from October i, 1963. The waiver 
is contingent upon FERC determining that the power from the Project is s<~Id 
to the public without profit . All exemptions applied for throlJ~h 
December 31, 1996 have been approved . 

19 



Note 16 . Bond Indenture 

NOTES TO FINANCIAL STATEMENTS 

The Sabine River Authority has been authorized and empowered to issue wat~1 
facility revenue bonds in the aggregate principal amount of $13,600,000. T~e 
bonds, including interest thereon, are not general obligations of Sabine 
River Authority but are limited obligations payable solely from the bold 
service fees provided by a private corporation and shall be a valid claim :i 
the respective holders only against the Bond Fund and other monies held by 
the trustee under the bond indenture and the bond service fees derived . 7Le 
bonds and the attached coupons shall not constitute an indebtedness of Sabire 
River Authority, the State, or any political subdivision of the State within 
the meaning of any constitutional or statutory provisions. 

Note 17. Noncash Transactions 

Based on an agreement with Gulf States Utilities, Central Louisiana Elect~ : 
Cooperative and Louisiana Power and Light (See Note 8), debt of the Authorit~ 
in the amount of $341,658 was for(~iven. 
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, L E W IS &  B R E A U X 

C A C C O U N 1 A N F S 

ENT AUD ITORS ' REPORT ON INTERNAL 
STRDCTURE BASED ON A-N AUDIT OF 

STATEMENTS PERFORMED IN ACCORDANCE 

ss lon e r s 

Y , 

We have audited the accompanying financial statements of Sabil.e 
River Authority , a co~ 3ozlent unit of the State of Louisiana, as (f 
and for the year ended June 30, 1997, and have issued our repot': 
thereon dated September 26, 1997. 

We have 

auditing 
conducted our audit in accordance with generally accept~.] 
standards, ~_Qve~[~ment Auditin~ Standards, issued by tLe 

Comptroller 
Governmental 

General of 
Audit ~uide 

the united States and the bouisia;~;~ 
Those standards require that we plan a:.] 

perform the audit to obtain reasonable assurance about whether t 
~inancial statements are free of material misstatement . 

The management of Sabine River Authority is responsible f< 
establishing and maintaining an internal control structure . ]T 

fulfilling this responslbility, estimates and judgements I;. 
management are required to assess the expected benefits and re]at~ 
costs of internal control structure policies and procedures . TL~ 

objectives of an ~nternal control structure are to provid+ 
management with reasonable, but not absolute, assurance that asset! 
are safeguarded against loss from unauthorized use or dispositiolt. 
and that transactions are executed in accordance with management '! 
authorization and recorded properly to permit the preparation c: 
financial statements i13 accordance with generally accepte 
accounting principles . Because of inherent limitations in a~ , 
internal control structure, errors or irregularities ma: 

nevertheless occur and not be detected. Also, projection of a~Q 
evaluation of the st~uctuze to future periods is subject to the risY 
that procedures may become inadequate because of changes it 
conditions or that the effectiveness of the design and operation of 
policies and procedures may deteriorate. 



In planning and performing our audit of the financial statements of Sabine Rivir 
Authority for the year ended June 30, 1997, we obtained an understanding of the: 
internal control structure . With respect to the internal control structure, w~: 
obtained an understanding of the design of relevant policies and procedures and wheth~ 
they have been placed in operation, and we assessed control risk in order to determi~.~: 
our auditing procedures for the purpose of expressing our opinion on the financ~i~:l 
statements and not to provide an opinion on the internal, control structu~ ~ 
Accordingly , we do not express such an opinion . 

Our consideration of the internal control structure would not necessarily disclose ~ ] 
matters in the internal control structure that might be material weaknesses und~ 
standards established by the American Institute of Certified Public Accountants. A 
material weakness is a condition in which the design or operation of one or more of th,~! 
internal control structure elements does not reduce to a relatively low level the ri !.k 
that errors and irregularities in amo%u%t.s that would be material in relation to the! 
financial statements being audited may occur and not be detected within a timely peric<l 
by employees in the normal course of perfozTning their assigned functions. We noted i~c 
matters involving the internal control structure and its operation that we consider ~c 
be material weaknesses as defined above . 

Th~s report is intended for the information of management . However, this report i~ a 
matter of public record and its distribution is not limited . 

Lafayette , 

September 
Louisiana 

26 . 1997 
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INDEPENDENT ALU)ITORS ' REPORT ON COMPLIANCE BASED 
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORM ED 

IN ACCORDAN CE WITH GOVERNM ENT AUD ITING STANDARDS 

To the Board of Commissioners 
Sabine River Authority , 
State of Louisiana 

We have audited the financial statements of Sabine River Authori 
a component unit of the State of Louisiana, as of and for the y 
ended June 30, 1997, and have issued our report thereon da 
September 26, 1997 . 

We conducted our audit in accordance with generally acceple~i 
auditing standards, Q~ ernment Auditin~ Standards, issued by t:;f~ 
Comptroller General of the united States and the Louisi~!;3~ 
C~overnment~] Andit ~nicle Those standards require that we plan ~:icl 
perform the audit to obtain reasonable assurance about whether th 
financial statements are free of material misstatement . 

Compliance with laws, regulations, contracts, and grants applica~l~ 
to Sabine River AuthoriLy is the responsibility of the Author/ti '~ 
management . AS part of obtaining reasonable assurance about whetL~~ 
the financial statements are free of material misstatement, ~ 
performed tests of the Authority 's compliance with cezt,,il 
provisions of laws, regulations, contracts and grants. However, 151( 

objective of our audit of the financial statements was not ~ 
provide an opinion on overall compliance with such provis/ol.3 
Accordingly , we do not express such an opinion . 

The results of our 

that are requ ired 
Standards . 

tests disclosed no 
to be reported 

instances of noncomplJa 
under Government A~O~L .;3~ 

This report is intended for the information of management. Howev 
this report is a matter of public record and its distribution is 
limited . 

R cti,ed : 

Si,h,,.) I, B,,,ll~sa,d, CI'A 191~0 

{,,,m K l%,.1,i. CPA 1984 

,h,,,,,.s I1. ~ht'au,, (m A 19117 

l.l,au, R %Xah~,,,. CI'A 198tl Lafayette, Louisiana 
(h.oig, A. 14'~is, CPA+ I'.ltJ2 September 26, 1997 
(~eJaldillV J. ~~iillh~,ll,>y.(~l'A~ 1995 

IIod,..y I. Sa,,,~, CPA* 1996 

(,,l(t~,d /'ubll, I<,,,i, nta.t~ 
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SAB INE RIVER AUTHORITY 
STATE OF ]JOUISIANA 

SCHEDULE OF REVENUES AND EXPENDITURES 
AS APPROPRIATED BY STATE OF LOUISIANA - 

BLrDGET (NON-GAAP BASIS) AND ACTU~ J 
Year Ended June 30, 1997 

With Comparative Actual Amounts for Year Ended June 30, 1996 

Revenues : 

Sale of water 
Intergovernmental - 

~ )propriation from Debt 
Service Funds 

lgg7 

Variance - 
Favorable 1996 

Bud~ei_ _ Actual IUnfavorable) _ Actual 

$2,105,959 $1,713,168 $(392,791) $1,499,89 

3.000.~ Q 2.878.926 

Total revenues 5.105.~ _9_ 4.5~2.094 

Expenditures : 
Current - genera] government 

Salaries 
Board compensation 
Employee benefits 
Travel 
Operating services 
S.applies 
Professional services 

Other charges 
Interagency transfer 

M~jor repairs 
Capital outlay 
Interest expense 

1,778 ,884 

14 ,175 
290,531 
23,619 

1,154 ,825 
512 ,633 
132 ,300 
710 ,526 
57 ,256 

307 ,400 

123,810 

1,630,953 

7 ,300 
256 ,558 
15,401 

1,047,899 

392 ,325 
82 ,148 

329,383 
4 ,506 

83 ,406 
82 ,431 

~ 0.149 

(i~I,074) 

(513.865) 

_ 3.000.00~ 

_ 4 .499.89~ 

1,670,3]} 

9,20( 
242 ,707 

24 ,69~ 

912,1~4 
362 ,36.( 
69 ,02 

732 ,65( 

3,86~ 
25,33~ 

264 ,0~~I 

228. ~ : 

Total expenditures 5.105~@~  4.122.459 ___~ 83.500 _4.545,2~ I 

Excess (deficiency) of revenues 
ove:~ expenditures $ .z~ l S 469,635 

See Notes to Financial Statements 
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