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June 3, 1999 
Board of Commissioners Citizens of the District Lake Charles Harbor and Terminal District Lake Charles. Louisiana 
We are pleased to submit to you the Comprehensive ~hnnual Financial Report of the Lake Charles Harbor & Terminal District (the District) for the year ended December 31, 1998. This report has been prepared by the District's Administration and Finance Department in accordance with generally accepted accounting principles, and the financial statements contained herein have been independently audited in accordance with applicable law and governmental auditing standards. However, the Administration and Finance Department, under the direction of the Executive Director, is responsible for both the accuracy and fairness of the presentation, including all note disclosures. 
We believe the data is presented accurately in all material respects and that the presentation is designed to fairly set forth the financial position and results of operations of the District as measured by its financial activity. We believe that all disclosures necessary to enable the reader to gain understanding of the District's financial affairs have been ~ncluded. 
The report consists of three sections i. Introductory Section, including this letter of transmittal which provides an overview of the District's activities and financial operations, the Certificate of Achievement for Excell~nce in Financial Reporting, the District's organizational chart, and a list of principal officers. 
2. Financial Section, including the District's general purpose financial statements and accompanying independent auditor's report on the financial statements. The notes accompanying the financial statements contained in this section provide additional supporting data, explanations and disclosures. 



3. Statistical Section, including tables of unaudited data showing the recent financial history of the District, demographic and economic characteristics and trends, taxation and debt service as well as other information. 
Certain demographic information and miscellaneous statistics included in this annual report do not come from the District's financial records but are presented for the reader's information. 
The Lake Charles Harbor and Terminal District is a component unit of the State of Louisiana and operates a deep water port on the Calcasieu River Pass to the Gulf of Mexico and embraces all areas served by rail lines, highways, and waterways that converge on Lake Charles, Louisiana. 
The following information is intended to present an overview of the operations and accomplishments of the Lake Charles Harbor and Terminal District, significant activities and future plans and other information to enable the reader to understand the nature of the entity and its operations. 

FINANCIAL. GROWTH Cash & Investmentl; I Retained Earnings 
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HIGHLIGHTS 1998 Cash and investments increased approximately 1.2 percent over 1997 from $87,616,352 to $88,706,629 in 1998. Cash and investments are expected to decrease during 1999 as the District steps up its long~term capital project program. The projected positive cash flow from operations plus prior year reserves will be expended to fund this ambitious capital program. 
Retained earnings increased approximately 4.2 percent from $142,118,686 in 1997 to $148,098,606 in 1998. Retained earnings growth is expected to continue at its current rate. 
Total operating revenues increased 12.8 percent from $14,463,958 in 1997 to $16,319,102 in 1988. Vessel cargo service revenues increased 15.7 percent from $12,613,736 in 1997 to $14,595,917 in 1998. Total cargo tonnage increased 13.9 percent from 6,268,931 in 1997 to 7,139,385 in 1998. 



 

The Enterprise 9~nd showed a steady increase in 1998, reflecting the District's strong financial position. The financial statements included in the financial and statistical portions of the document show the decreased net income during 1998 resulting from an increase in operating expenses. 
FUTURE GROWTH OF THE DISTRICT 
The future looks bright for the District. Several major construction projects began near year end and continue to progress on schedule. As reported last year, the District signed a long-term agreement with Professional IndustYial Maintenance (PIM) in late 1997. Unifab International West, LLC subsequently acquired PIM. The agreement calls for $18 million worth of improvements to the leased site. The State, District and Parish will jointly fund $10 million, while Unifab will fund the remaining $8 million. Currently, a $3.2 million contract overseen by the District to remove dirt from the site is well underway. This first phase of the project should be completed in July of 1999. Additional phases include constructing a bulkhead, stabilizing and surfacing the yard, and the construction of a warehouse. This facility could eventually employ nearly 1,000 workers. Lake Charles Stevedores, a long time tenant of the District, just completed construction of an automated bagging facility for bulk grain products. The facility's first bagging run for a customer was successfully completed in February of this year. Total cost of the physical facility neared $6 million not counting the bagging equipment. This facility is tied in by conveyors to the District's Public Grain Elevator and will eventually be connected by conveyors to a new warehouse to be located adjacent. It is anticipated that the bagging facility will eventually create over 50 direct jobs, including the operators of the bagging facility, warehousemen, and stevedores to load the bagged cargo aboard vessels. Phase 2 of the District's new berth and warehouse sited above is currently underway. Phase 1 consisted of clearing old structures from the site, while Phase 2 is the construction of the dock. The dock will be 950 feet long and capable of 1,200 pounds per square foot. It will become the home of the District's two spiralveyors which were purchased in 1997 from the Port of Galveston for $14 million plus. Future phases include the construction of a 150,000 square foot warehouse, deepening the channel from its current project depth of 35 feet to 40 feet, and the relocation of a road. To accommodate the additional bulk grain throughput for the bagging facility, the District is expanding its public grain elevators storage capacity by 6,000 tons at an estimated cost of $4.2 million. The total estimated cost of this multlfaceted project (bagging house, new berth and warehouse, additional grain silos, etc.) including the already purchased spiralveyors should exceed $64 million. The long anticipated updating of the system at Bulk Terminal No. 1 is in full area of $25 million were let in late 1998 upgrades is late in the year 2000. 

District's shiploader, dock, and conveyor swing. Contracts for the projects in the The anticipated completion date of these 



 

The District has several other smaller projects pending or underway. Funding for all the various projects, those specifically mentioned and others, comes from many sources, The State of Louisiana through its Capital Outlay Program, Ports Priority Program, and various agencies will fund approximately $25 million of the cost. A local government entity has committed $2 million to a project in a unified effort by the District, the Parish and the State to attract a particular industry to our area. Private sources as noted above, have or will contribute over $14 million, and the District from reserves will fund the balance. 
In September of last year, the District created a new position, hiring a Deputy Director of International Trade. The District is currently exploring new potential markets in South America with encouraging success. Commitments from companies have been made and some products from this area are anticipated shortly, 
The District also has successfully Lake Charles and Houston. The barge month and transport several hundred shipment to foreign markets. 

attracted a container barge service between is expected to call on the District once a containers of goods to Houston for final 
We are excited and look forward to the future. It is strongly felt that under the d~rection of the Board of Commissioners and upper management that the District has positioned itself for unprecedented future growth. 
ECONOMIC CONDITION ~ COMM-U-NITY P~kRTICIPATION The future economic forecast continues to look promising for the local economy. The manufacturing trade magazine ~Industry Week" has ranked the Lake Charles Metropolitan Statistical Area (MSA) in the Top 25 World Class Communities two years in a row. Also, a recent study of the Lake Charles (MSA), consisting exclusively of Calcasieu Parish, projects the Parish to be the second fastest growing MSA in the state (in percentage terms) over the 1999-2000 time period, adding 3,700 new jobs. 
The expected growth will be spurred by an expanding petrochemical sector and especially associated with industrial construction activity. At least ten (10) chemical plants/refineries have announced multi-million dollar projects. The number of permanent, direct new jobs added to these petrochemical facilities from these expansions will not be great. However, the City will enjoy a substantial boost in industrial construction jobs. 
The Distr~ct remains committed to the Community Southwest Louisiana events including Contraband Days and participates in several Martin L. King Day, and thE! International Rice Festival to name a few. The District continuously conducts tours for area schools, civic: organizations, business and trade delegations. 
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DRY BULK CARGO TERMINALS The District owns four dry bulk terminals specializing in commodities such as petroleum coke, woodchips, barite, futile, aggregate, grains, and caustic soda. These terminals are equipped with loading and unloading facilities which include shiploaders, ship unloaders, rail car roll-overs, truck and rail hoppers, pits and chutes, conveyor systems, scales, silos, and open air storage pads. 
The District either leases the dry bulk facilities to customers or has long-term operating agreements with the individual industrial users. 
As mentioned in the section titled ~Future Growth of the District", there are several major capital projects underway to expand and upgrade these facilities. Funding for these projects comes from a variety of sources such as current operating income, investment income, state matching funds, parish funds, and private investor funds. 
GENERAL CARGO DOCKS The District manages diverse marine terminal facilities accommodating a wide range of cargo needs. Facilities include 935,835 square feet of cargo sheds, 37 miles of railroad tracks, docks, wharves, warehouses and sophisticated bulk terminals spread over 3,800 acres, 
Principal cargoes moving through general cargo facilities include flour, bagged rice, milled and processed grains, forest products, and paper products. 
RAILROADS, HIGHWAYS AND AIRPORTS Three mainline railroads serve the District providing direct access to markets throughout the United States, 
The District has direct access to Interstate Highways I0 and 210 and to U.S Highways 90, 171, and 165. 
Three area airports, Lake Charles Regional Airport, Chennault International Airport Authority, and Southland Field serve the District. 
SECURITY Because of the nature of cargoes handled by the District, the District maintains a strong security force. Harbor Police continuously man the entrance to the City Docks and patrol the area at all times. Harbor Police also monitor all vehicular traffic coming onto the premises and provide surveillanc~ throughout the District. 
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FOREIGN TRADE ZONE In 1934, the U.S. Congress passed the Foreign Trade Zone Act "to expedite and encourage foreign Commerce". The District has four sites within the Foreign Trade Zone NO. 87. Two of these sites are undeveloped land with rail and state highway access located along the District owned Industrial Canal Railway. Two sites are within the general cargo area of the District and these locations provide access to city, state and federal road and highway systems. Rail access is also available and deep water is proximate to the above locations. A minor boundary modification has been made to the zone since the Foreign Trade Zone was awarded the original grant on July 27, 1983. Two subzones also have been granted major District users, 87A to Conoco, Inc. and 87B to Citgo Petroleum Corporation. Citgo activated its subzone effective April 1, 1991. Conoco activated its subzone effective April I, 1996. The District submitted a major modification to its subzone grant in March of 1998. The application was made to include the District's Industrial Park East and the majority of the Chennault International Airport Authority. The U.S. Department of Commerce on Apri] 7, 1999 gave approval for this boundary modification, which included 924 acres. 
ADMINI STRATI ON Members of the Board of Commissioners as of December 31, 1998 are as follows Hil]ery J. Langley, Jr., President Larry R. DeRouen, Vice President Ozie Rideaux, Treasurer James C. Watts, Secretary Charles R. Donaldson, Assistant Secretary/Treasurer George E. Williams, Commissioner Donald R. Tousand, Commissioner An administrative change that transpired during 1998 was the creation of a new position, Deputy Director of International Trade Development, which was filled by Terry T. Jordan. 
REPORTING ENTITY ~e Lake Charles Harbor and Terminal District, created by the Louisiana Legislature in 1924 and incorporated in 1926, is a political subdivision of the State of Louisiana. It is governed by a Board of seven commissioners appointed with the advice and consent of the Senate. The District is a component unit of the State of Louisiana, the primary government which is financially accountable for the District~ Financial accountability is defined as appointment of a voting majority of the component unit's board, and either a) the abil~ty to impose will be the primary government, or b) the possibility that the component unit will provide a financial benefit to or impose a financial burden on the primary government. This report includes all operations and activities of the District and includes no other agencies. 
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INTERNAL CONTROL The District is an enterprise fund type and employs accounting principles established ior enterprise type proprietary funds as set out by the Governmental Accounting Standards Board and pertinent authoritative pronouncements from other organizations. Significant accounting policies and procedures used for reporting and for the underlying accounting records include recognition of revenues and expenses on the accrual basis of accounting. 
Management of the District is responsible for establishing and maintaining an internal control structure designed to ensure that the assets of the District are protected from loss, theft or misuse and to ensure that adequate accounting data are compiled to allow for the preparation of financial statements in conformity with generally accepted accounting principles. The internal control structure is designed to provide reasonable, but not absolute, assurance that these objectives are met. The concept of reasonable assurance recognizes that: (i) the cost of a control should not exceed the benefits likely to be derived; and (2) the valuation of costs and benefits requires estimates and judgments by management. 
BUDGETARY CONTROL The Board of Commissioners adopts an annual operating budget which establishes budgetary appropriations for the operations of the District. Operating expenditures are legally restricted to annual budgetary appropriations at the division level. Transfers of funds between departments, programs or functions or increases in budgeted expenditures require the approval of the Board of Commissioners. Capital project budgets are established and maintained, as a management tool, on a project- length basis, subject to annual review and continuing authorization. 
The District's employee contributions and the District's contributions to the employee's pension fund are paid into the State of Louisiana general pension fund and are administered by the state. 
As demonstrated by the statements and schedules included in the financial section of th~s report, the District continues to meet its responsibility for sound financial management. 
CASH MANAGEMENT Prevailing Louisiana statutes provide the Lake Charles Harbor and Terminal District with legal authority to promulgate and implement reasonable standards fox" its cash management and investment operations. Subsequent to a review by a professional cash management advisory group, the District Board of Commissioners in 1990 adopted a formal Statement of Cash Management and Investment Policy. This policy was revisited in 1994 and was extensively updated. The Administration and Finance Department: reviews the statement annually and, if necessary, the District Board of Commissioners amends the policy. 
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The statement provides definitive requirements, guidelines, and goals for implementation and administration of a comprehensive cash management program for the District. The policies and procedures included in the statements were designed to place the District in full compliance in all respects with GASB Statement No. 3 and other authoritative pronouncements affecting cash management of municipal and governmental organizations. 
DEBT ADMINISTRATION Outstanding revenue bonds (certificates of indebtedness) as of December 31, 1998 totaled $25,000,000. 
On February 16, 1994, the District issued $25,000,000 Port Improvement Revenue Bonds, Series 1994. The proceeds from these bonds are dedicated to certain capital improvements, including a new ship berth and transit shed extension at the City Docks, and new ship loader with conveyor system at Bulk Terminal I. The bonds are subject to scheduled mandatory sinking fund redemption on January i, 2000 and annually thereafter to and including January i, 2019. Interest is payable quarterly at a variable rate. 
INTEREST PAYMENTS/RATES 1994 Bond issue $1,200,(X)0 

1994 1998 1996 1~37 t998 

The accompanying graph depicts the amount of interest paid each year (represented by the green bars), the range over which the weekly interest rate floated (the vertical line) and the average interest rate paid over the year (indicated by the dot on the vertical line). 
Additional costs of the bond issue are a letter of credit and a remarketing fee. Initially the letter of credit cost 45 basis points annually but it was renegotlated in August of 1998 to 36 basis points annually. The remarketing fee has been unchanged since the bonds were issued and is 12 bas~s points. Neither of these two costs are included in the above graph. 

Other than accounts and contracts payable, there are no other significant debt obligations. 
Standard & Poor's Corporation currently rates the District's outstanding bonds issued in 1994 at AA and A-I~. 
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RISK MANAGEMENT The District continues negotiating all its leases to require substantial general liability insurance coverage by its lessees and inclusion of the District as a named insured in the lessees' policy. 
New leases negotiated by the District include provisions designed to clearly establish responsibility for any violation of local, state, or federal environmental regulations and laws. 
The District is constantly reviewing its property liability coverage and ~s cooperating with its insurance underwriters in a program of risk reduction. The District's intensified employee safety education programs are effectively reducing claims for Worker's Compensation. 
At present, the D~strlct does not engage risk is retained by the governmental entity 
YEAR 2000 COMPLIANCE 

in risk financing activities where the (i.e., self-insurance). 
The Distr~ct has addressed all significant year 2000 issues, including its business systems, processes and essential equipment, and estimates that it has completed approximately 90 percent of the work that will be required. The overall costs to prepare the District for the year 2000 are not considered material to the District's financial position or results of operation. 
The District believes the risk to business disruption presented by potentially unresolved year 2000 issues is minimal. All internal systems have been subjected to review and those presenting possible year 2000 issues are being replaced or corrected. The District does not anticipate any difficulty in continuing to ship or receive products for its major customers. 
The nature of the District's principal business of waterborne commerce creates an environmental of relatively low transaction volumes that can be conducted on a temporary basis with manual contingency systems. In the event of an unforeseen internal year 2000 problem, contingency plans for temporary computer system problems or outages would be utilized. 
INDEPENDENT AUDIT State statutes require an annual audit by independent certified public accountants. In addition, federal funds expended by the District are subject to an annual single audit in conformity with the provisions of the Single Audit Act of 1984 and U.S. Office of Management and Budget Circular A-133, Audits of State and Local Governments. There were no federal funds expenditures in 1998. 
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AWARDS The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of Achievement for Excellence in Financial Reporting to the Lake Charles }{arbor and Terminal District for its comprehensive annual financial report for the fiscal year ended December 31, 1997. Lake Charles Harbor and Terminal District has received a Certificate of Achievement for the last ten consecutive years. ~e Certificate of Achievement is a prestigious national award recognizing conformance with the highest standards for preparation of state and local government financial reports. 
In order to be awarded a Certificate of Achievement, a government unit must publish an easily readable and efficiently organized comprehensive annual financial report, whose contents conform to program standards. Such CAFR must satisfy both generally accepted accounting principles and applicable legal requirements. 
A Certificate of Achievement is valid for a period of one year only. We believe our current report continues to conform to the Certificate of Achievement program requirements, and we are submitting it to GFOA. 
ACKNOWLEDGMENTS The preparation of this co,~rehensive annual financial report could not have been accomplished without the efficient and dedicated efforts from the staffs of administration and finance; sales and marketing; executive support and coordination; and our independent auditor McElroy, Quirk & Burch (APC). 

Glenwood W. Wiseman Executive Director 

Dan W. Anderson Director of Administration and Finance 
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Certificate of Achievement for Excellence in Financial Reporting 
Presented to 

Lake Charles Harbor and Terminal District, Louisiana For its Comprehensive Annual Financial Report for the Fiscal Year Ended December 31, 1997 A Certificate of Achievement for Excellence in Financial Reporting is presented by the Government Finance Officers Association of the United States and Canada to government units and public employee retirement systems-whose comprehensive annual financial reports (CAFRs) achieve the highest standards in government accounting and financial reporting. 
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MCELROY, QUIRK &: BURCH A Professional Corporation ~ Certified Public Accountants ~ Since 1925 800 Kirby Street ~ RO. Box 3070 ~ Lake Charles. LA 70602-3070 318 433-1063 ~ Fax 318 436-6618 ~ E-maih info@mqb-cpa.com Carl ~ C~mcaux, CPA ~lrb~ Hu~n Go~l~, CPA Judson I. M~('~ n n Jr.. CPA Mania L Chehouky, CPA, CF~ Robe. M. Gani, CPA "rim L De~r~*, CPA~ CV̂ Mollk C, B~,d. CPA 
INDEPENDENT AUDITOR' S REPORT 

Board of Commissioners Lake Charles Harbor and Terminal District Lake Charles, Louisiana 

Charl~ R Quirk, CPA Ot~y J. Woods J,.. CPA Robe. E C., rgik. CP̂ Wdiiam A Mancum. CPA Chatl~ I. M~ I:]roy. CPA (1917-1997) Pa,rick J. Reddin. CPA [ 1926-1995) Frank D. Bush, CPA (1921- t 991 ) 

We have audited the accompanying general purpose financial statements of the Lake Charles Hatbox and Terminal District:, Lake Charles, Louisiana, a component unit of the State of Louisiana, as of and for the years ended December 31, 1998 and 1997, as listed in the table of contents. These general purpose financial statements are the responsibility of the District's management. Our responsibility is to express an opinion on these general purpose financial statements based on our audits. 
Except as discussed in the following paragraph, we conducted our audits in accordance wdth generally accepted auditing standards and Government Audi ring Standards, issued k~ the Comptroller General of the United States. Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the 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 audlt also includeE; assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 
Governmental Accounting Standards Board Technical Bulletin 98-1, Disclosures About Year 2000 Issues, requires disclosure of certain matters regarding the year 2000 issue. Lake Charles Harbor and Terminal District has included such disclosures in Note 22. Because of the unprecedented nature of the year 2000 issue, its effects and the success of related remediation efforts will not be fully determinable unt~l the year 2000 and thereafter. Accordingly, insufficient audit evidence exists to support Lake Charles Harbor and Terminal District's disclosures with respect to the year 2000 issue made in Note 22. Further, we do not provide assnrance that Lake Charles Harbor and Terminal District is or will be year 2000 ready, that Lake Charles Harbor and Terminal District's year 2000 remediation efforts will be successful in whole or in part, or that parties with which Lake Charles Harbor and Terminal District does business will be year 2000 ready. 

23 Membcrs American Institute of Certified Public Accountanls * Society of [.ouisiana Certified Public Accountants 



 

In our opinion, except for the effects of such adjustments, if any, as might have been determined to be necessary had we been able to examine evidence regarding year 2000 disclosures, the general purpose financial statements referred to above present fairly, in all material respects, the financial position of the Lake Charles Harbor and Terminal District, Lake Charles, Louisiana, as of December 31, 1998 and 1997, and the results of its operations and the cash flows of its proprietary fund type for the years then ended in conformity with generally accepted accounting principles. 
In accordance with Government Auditing Standards, we have also issued a report: dated February 26, I999 on our consideration of the Lake Charles Harbor and Terminal District's internal control structure and on its compliance with laws and regulations. We have also issued reports dated February 26, 1999 on supplementary information and on compliance related to $25,000,000 Lake Charles Harbor and Terminal District Port Improvement Revenue Bonds, Series 1994. 
Our audits were made for the purpose of forming an opinion on the general purpose financial statements taken as a whole. The accompanying statistical information listed in the table of contents is presented for purposes of additional analysis and is not a required part of the general purpose financial statements of the Lake Charles Harbor and Terminal District, Lake Charles, Louisiana. Such information has not been subjected to the auditing procedures applied in the audits of the general purpose financial statements of the Lake Charles Harbor and Terminal District, Lake Charles, Louisiana, and, accordingly, we express no opinion on it. 

Lake Charles February 26, Louisiana 1999 
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Exhibit 2 

ASSETS 

LAKE CHARLES HARBOR AND TERMINAL DISTRICT COMPARATIVE BALANCE SHEETS PROPRIETARY FUND December 31, 1998 and 1997 

CURRENT ASSETS Cash and cash equivalents {Notes 1 and 4) Investments {Notes ] and 4) Receivables: Trade (net of allowance for doubtful accounts of $70,505 for 1998 and $-0- 1997) Intergovernmental (Note 6) Property taxes receivable (Notes 1 and 5) Interest ~nventory (Note 2) Prepaid expenses (Note I) Total current assets RESTRICTED ASSETS Cash equivalents {Notes 1 and 4) Investments {Notes I and 4) Interest recelvab]e Total restricted assets NONCURRENT ASSETS: Investments (Notes 1 and 4) Investments designated for scholarship endowment (Note 3) Total noneurrent assets FIXED ASSETS Property, plant and equipment {Notes 1 and 7) Less accumulated depreciation Net property, plant and equipment Investment in direct financing lease (Note 8) Fixed assets-net OTHER ASSETS UnamortJzed expense {Notes i and 10) Prepaid advertising (Note i) Other Total other assets Total assets 

EnterPrise ~li[~_ __ 1998 ~ 1997 __-- 
$ 2,376,988 $ 4,680,431 15,729,384 22,584,257 
2,262,277 362,501 1,348,080 1,080,785 211,740 __ 429,703 23,801,457 
38,096 7,416,109 72,086 __ 7.526.29~ 

1,918,632 16,063 1,363,172 974,628 215,332 ___ 412,~i~ __j2,165. ~_~[ 
1,410,231 6,025,503 ___ ~07,~ ___ 7,543,~i 

62,846,052 52,615,930 -- 300,000 __~_~.146.052 
262,697,212 __~3~995,03~ 94,702,176 ___~2 090,00~ 9~6702.176 
333,160 197,480 ____108,023 __. 63~,66~ 

__ 3oo.o~O_Q __32,915.~_Q 
154,565,576 __~4,421,5~9 90,143,687 ___ 2,000,0~) __~2,143,~L 
350,694 239, 055 

The notes to the financial statements are an integral part of this statement 
26 



LIABILITIES AND EQUITY CURRENT LIABILITIES (payable from current assets) Accounts payable Contracts payable Accrued expenses (Notes 1 and ii) Accrued interest payable Deferred revenues (Note 16) Total current liabilities (payable from current assets) 
CURRENT LIABILITIES (payable from restricted assets) Contracts payable 
LONG-TERM LIABILITIES Long-term debt, less current maturities (Note 12) Compensated absences, less current portion (Notes 1 and ii) Deferred revenues, less current portion (Note 16) Contingent liabilities (Note 15) Total long-term liabilities Total liabilities 
EQUITY Contributed capital (Notes 1 and 17 Retained earnings (Notes 1 and 18) Reserved Unreserved Total retained earnings Total equity Total liabilities and equity 
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Exhibit I 

Enterprise Pun~ __ ~998 _ ~997 -- 
644,614 1,461,866 254,750 72,500 95,598 -- 2.529.328 -- ~,068,27~ 

14,02~ 
25,000,000 25,000,000 411, 996, 612 356 352,451 1,062,038 26,407.968 25.414.48~ 28,937.296 __~.496.791 
14.778,736 _____14,751,35~ 
7,526,291 _140.572,315 ~098,6Q$ 7,529,395 __~.589.291 142.118.68~ __162,8U7.342 __156.870,03~ 



Exhibit 2 LAKE CHARLES HARBOR AND TERMINAL DISTRICT COMPARATIVE STATEMENTS OF REVENUES, PROPRIETARY Years Ended Dece~>er EXPENSES, AND CHANGES IN EQUITY FUND TYPE 31, 1998 and 1997 

Operating revenues: Vessel and cargo services Rental of equipment and facilitle8 (Note 9) Other Total c~erating revenues Operating expenses: Personnel services Contractual services Supplies, maintenance and operation of facilities Heat, light and power Depreciation and amortization Total operating expenses Operating (loss) Nonoperating revenues (expenses): Property taxes (net of tax assessor's settlement and pension fund) Intergovernmental revenue Interest income Net increase in the fair value of investments Interest expense and fiscal charges Other Net nonoperating revenues Net income 

__ Enterprise Fund -- 
$ 14,595,917 1,482,600 240.585 -- 16.319.102 
5,848,483 3,574,453 4,542,118 441,484 3,8~9,~$4 -- !8.236,1Q2 

$ 12,613,736 1,695,875 -- I~4~_3_~ -- 14,463.95~ 
5,291.176 3,708,031 4,373,480 470,388 -- 3,70~,876 -- 17.546,95! -- (1.91~.000) __ (3.08~_~i) 

1,362,480 90,000 5,571,178 326,521 (299,623) ---- (~7.945) -- 7,0~2.611 
1,453,955 88,362 5,318,690 703,404 (278,246) -- 7,08~4 5,115,611 4,004,721 Add depreciation on fixed assets acquired with federal and state grants __ 864,3Q~ __ 944~ Increase in retained earnings as restated 
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5,979,920 4,949,389 
(continued on next page 



LAKE CHARLES HARBOR AND TERMINAL DISTRICT Exhibit 2 
COMPARATIVE STATEMENTS OF REVENUES. EXPENSES, AND CHANGES IN EQUITY PROPRIETARY FUND TYPE Years Ended December 31, 1998 and 1997 (Continued) 
Increase Jn retained earnings as restated Retained earnings-beginning of year 1997 Prior period adjustments: (Note 2) Change in method of accounting for investments Correction of error in computation of arbitrage amount 

__ Enternrise Fund _ 1998 1997 
5,979,920 4,949,389 137,436,466 

46,237) __ (220. 932_) Retained earnings-beginning of year as restated _~42,118.686 137,169,297 Retained earnings-end of year _~48,098,606 _~42,118.68~ Contributed capltal-beginning of year (Note 17) 14,751,353 13,919,374 Add capital grants Less adjustment of grants receivable Less depreciation Contributed capital-end of year Equity-end of year 
1,032,311 (140,619) -- (864,309) 1,823,965 (47~318) -- (944,66~) 14,778,736 __14,751.35~ 

The notes to the financial statements are an integral part of this statement 

29 



Exhibit 3 LAKE CHARLES HARBOR AND TERMPNAL DISTRICT COMPARATIVE STATEMENTS OF REVENUES. EXPENSES, AND CHANGES IN RETAINED EARNINGS BUDGET AN[) ACTUAL (BUDGETARY BASIS) ~ PROPRIETARY FUND (ENTERPRISE) Years Ended Decen~)er 31, 1998 and 1997 
Operatin9 revenue: Vessel and cargo services Rental of equipment and facilities Other Total operating revenue Operating expenses: Personnel services Contractual services Supplies, maintenance and operation Beat, light and power Depreciation and amortization Total operating expenses Operating (loss Nonoperating revenue (expenses): Property taxes Intergovernmental revenue Interest income Interest expense and fiscal charges Other Net nonoperating revenue Net income (budget bas~s Adjustments: (Note 19) Adjust operating expenses for amounts budgeted to be paid from retained earnings Net increase in the fair value of investments Net income (GAAP basis Add depreciation on with federal and fixed assets acquired state grants Increase in retained ea~nlngs Retained earnings-beginnlng of year 1997 Prior period adjustments: (Note 2) Change in method of accounting for investments Correction of error in computation of arbitrage amount Retained earnings-beginning of year as restated Retained earnings at end of year 

Variance Favorable Budget A~l _ (Unfavorabl~ 13,645,751 1,794,763 102.655 15.543.169 6,214,744 3,469,736 3,255,159 436,345 3.818,755 17.194,7~9 

$ 14,595,917 1,482,600 240.58~ 16.319,102 5,848,483 3,495,674 3,800,995 441,484 17,415,~QQ 

$ 950,i66 (312,163 137.93Q 77~_~i 

(1.651.570) (1.097.098 554,472 1,364,860 88,215 5,360,338 1.399.191 5,414.222 3.762,652 

]'he notes to the financial statements are an integral part of this statement 

30 

1,362,480 90,000 5,571,178 (299,623 (17,~45 6.706,090 
(2,380 1,785 210,840 1,099,568 (17,94~ 1.291,85~ 

(819,902 5,115,61] 
5.979.920 
142jli~,686 $ I4~, Qg~ 



 

Variance Favorable Budget A_C~.@/_I (unfavorable $ 12,766,318 1,659,553 14.546.931 5,406,248 3,39],870 3,464,341 432,030 ~,702,~00 16.396.789 

$ 12,613,736 ],695,875 
5,291,176 3~642,919 3,627,464 470,388 3, ~3.826 

$ (152,582 36,322 33.287 (82.973 I15,072 (251,049 (163,123 (38,358 (1.576 (~9.034 (i, 849,8~8) (2~271~_65) (422. 007 1,453,955 88,362 5,318,690 (278,246 6. 384. 390 
167,855 (3,321 (163,078 873,842 (122,763 752*535 

(811,128 4,004,721 
4,949,389 137.436.466 
(46,237 137~1~9~/2~S 
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Ey~hibi t 4 LAKE CHARLES HARBOR ;dqD TERMINAL DISTRICT COMPARATIVE STATEMENTS OF CASH FLOWS PROPRIETARY FUND Years Ended DeceNlber 31, 1998 and 1997 
Ente1~rise Fund Increase (Decrease) in Cash and Cash Equivalents 199~_____ . 1997 ._ CASH FLOWS FROM OPERATING ACTIVITIES Operating (loss) Adjustments to reconcile operating (loss) to net cash provided by operating activities: Depreciation and amortization Changes in assets and liabilities: (Increase) decrease in customer receivables Decrease in inventory (Increase) decrease in prepaid expenses and other assets Increase (decrease) in accounts payable and accrued expenses (Decrease) in deferred revenue Other Total adjustments Net cash provided by operating activities CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES Property taxes collected Operating subsidies received from other Net cash provided by noncapital activities 

$ (1,917,000) $ (3,082,993) 
3,829,564 3,703,876 (343,645 3,592 321 12 130 492 (74,621) 94,075 (155,802) (65,682) (3 32~5~) 3.189_~_~ 1,272,655 

198,027 (35,683) _ (I,250) 4,292.$67_ _ 1. 209. 674 
349,858 397,080 governments 90~Q _ 88,~6~ financing 439.85~ _ 485,442 CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES Property taxes collected Capital grants collected Payments for capital acquisitions Interest and fiscal charges paid (net of amount capitalized Net cash (used in) capital and related financing activities CASH FLOWS FROM INVESTING ACTIVITIES Proceeds from sale and maturities of investments Receipts of interest Payments for investments Net cash provided by investing activities 

1,027,714 685,874 7,880,521) 951,603 2,310,454 (21,751,097 ~ (157.865) _ (26~,~72) (6.324.798) _(18.754.2~2 
56,829,863 5,376,715 . (61.269,872 . 936.706 

30,808,702 5,442,804 (34,749.224- _ 1.502,~8~ Net (decrease) in cash and cash equivalents (3,675,578) (15,556,814 
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LAKE CHARLES HARBOR AND TERMINAL DISTRICT COMPA]~ATIVB STATEMENTS OF CASH FLOWS PROPRIETARY FUND Years Ended Decer~er 31, 1998 and 1997 (Continued) 
Increase (Decrease) in Cash and Cash E~livalents 

Exhibit 4 

Enterprise Fund 1998 _ . ~97 _ 
Net (decrease) in cash and cash equivalents (3,675,578) (15,556,814 Cash and cash equivalents Beginning of year End of year $,0~Q_~66~ _ 21.647.47~ 

Schedule of noncash investing, capital, and financing activities: Increase (decrease) in grants receivable $ Book value of property demolished and equipment retired 346,438 $ (47,3]8 14,198) (197,199 
The notes to the financial statements are an integral part of this statement 
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LAKE CHARLES HARBOR AND TERMINAL DISTRICT NOTES TO FINANCIAL STATEMENTS December 31, 1998 and 1997 
Note i. Nature of Business and Summary of Significant Accounting Policies 
The Lake Charles Harbor and Terminal District operates a deep water port on the Calcasieu River Pass to the Gulf of Mexico and embraces all areas served by rail lines, highways, and waterways that converge on Lake Charles, Louisiana. 
The financial statements of the Lake Charles Harbor and Terminal District (District) have been prepared in conformity with generally accepted accounting principles (GAAP) as applied to government units. The Governmental Accounting Standards Board (GASB) is the accepted standard- setting body for establishing governmental accounting and financial reporting principles. The District's more significant accounting policies are described below. 
A. Reporting Entity The Lake Charles Harbor and Terminal District is a political subdivision of the State of Louisiana and was created by Acts of the Louisiana Legislature. It is governed by a Board of seven commissioners. Calcasieu Parish Police Jury and Cameron Parish Police Jury each appoint one member to the Board of Commissioners, with the advice and consent of the Senate. The Governor, with the advice and consent of the Senate, appoints five members to the Board of Commissioners from candidates selected by the state senators and representatives in the legislature representing the parish of Calcasieu and by the City Council of the City of Lake Charles, Louisiana. 
The Lake Charles Harbor and Terminal District is a component unit of the State of Louisiana, the primary government which is financially accountable for the District. Financial accountability is defined at; appointment of a voting majority of the component unit's board, and either a) the ability to impose will by the primary government, or b) the possibility that the component unit will provide a financial benefit to or impose a financial burden on the primary government. 
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NOTES TO FINANCIAL STATEMENTS 
B. Fund Accounting The Lake Charles Harbor and Terminal District uses a proprietary fund to report on its financial position and results of operations. Proprietary funds are used to account for activities similar to those found in the private sector, where the determination of net income ~s necessary or useful to sound financial administration. Goods or services from such activities provided to outside parties are accounted for by an enterprise fund type of the proprietary fund. The District is accounted for as an enterprise fund. 
C. Basis of[ Accounting The accounting and financial reporting treatment applied to a fund is determined by its measurement focus. All proprietary funds are accounted for on a flow of economic resources measurement focus. With this measurement focus, all assets and all liabilities associated with the operation of these funds are included on the balance sheet. Fund equity (i.e., net total assets) is segregated into contributed capital and retained earnings components. statements present increases (e.g expenses) in net total assets. Proprietary fund type operating revenues) and decreases (e.g., 
The District's financial statements are of accounting. recorded at the Revenues are recorded presented on the accrual basis when earned, and expenses are time liabilities are incurred 
The Governmental Accounting Standards Board (GASB) Statement Number 20 (effective for financial statements for periods beginning after Decen~er 15, 199~) provides guidance on accounting and financial reporting for proprietary fund types and allows proprietary fund types to chose one of two options in applying pronouncements issued by the Financial Accounting Standards Board (FASB) after November 30, 1989. The Lake Charles Harbor and Terminal District has elected to use the first option for reporting its activities. This approach applies all GASB pronouncements and FASB Statements and Interpretations, Accounting Principles Board (APB) Opinions, and Accounting Research Bulletins (ARBs) issued on or before November 30, 1989, unless those pronouncements conflict with or contradict GASB pronouncements. Changes to FASB statements and interpretations, APB opinions and ARBs issued after November 30, 1989, would not apply unless adopted by GASB. 

35 



NOTES TO FINANCIAL STATEMENTS 
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. 
D. Budgets Budgetary practices differ from generally accepted accounting principles (GAAP). Perspective differences result from the structure of financial information for budgetary purposes. Certain expenses for major repairs and maintenance and for contractual services are budgeted to be paid from retained earnings rather than current year's operation and certain uncollectible revenue expense/recovery is classified as nonoperating rather than operating income (expense). 
Budget amounts are as originally adopted or as amended by the Board of Commissioners. During 1998, appropriated expenses increased approximately $465,000. All budgetary appropriations lapse at the end of e~ch year. Encumbrance accounting is not used. 
E. Cash, Cash Equivalents and Investments Cash and cash equivalents include amounts in deraand deposits and U.S Government Agencies securities. 
Louisiana state statutes, as stipulated in R.S. 39:127I, authorize the District to invest in United States bonds, treasury notes, oi: certificates, or time certificates of deposit of state banks organized under the laws of Louisiana and national banks having thE! principal office in the State of Louisiana. The state statutes also authorize the District to invest in any other federal]y insured investment, or in mutual or trust fund institutions, which are registered with the Securities and Exchange Commission under the Security Act of 1933 and the Investment Act of 1940, and which have underlying investments consisting solely of and limited to securities of the United States government or its agencies. Investing is performed in accordance with investment policies complying with State Statutes and those adopted by the Board of Commissioners. 
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NOTES TO FINANCIAL STATEMENTS 
In accordance with GASB Statement 31, Accounting and Financial Reporting for Certain Investments and for External Investment Pools, the District has stated their investments at fair value at December 31, 1998 and 1997. Fair value was determined by obtaining ~quoted" year end market prices, Cash and cash equivalents, which include cash, demand deposits, and US Government agencies having an original maturity of three months or less from the date acquired are stated at amortized cost. 
F. Property Taxes Property taxes levied in any one year are recognized as revenues of that year. 
G. Inventories Inventories consist of parts and supplies and are valued at the lower of cost (first-in, first-out) or market. 
H. Prepaid Expenses and Advertising Payments made to vendors for services that will benefit periods beyond the current period are recorded as prepaid expenses and are recognized as expenses in the period benefitted. 
I. Restricted Assets Certain resources are set aside for repayment of revenue bonds and general obligation bonds and for additions, extensions and improvements to District facilities. These resources are classified as restricted assets on the balance sheet because their use is limited by applicable covenants. 
J. Fixed Assets Property constructed or acquired by purchase is stated at cost or estimated historical cost if actual historical cost is not available. Net interest costs are capitalized on major construction projects during the construction period. During the year ended December 31, 1998, total interest cost incurred was $872,487 of which $864,268 was capitalized. During the year ended Decen~er 31, 1997, $780,207 was capitalized. Infrastructure assets are capitalized. 
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NOTES TO FINANCIAL STATEMENTS 
The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend asset lives are not capitalized. Improvements are capitalized and depreciated over the remaining useful lives of the related fixed assets, as applicable. Depreciation is computed using the straight-line method over the following useful lives: Buildings and marine construction Machinery and equipment Furniture and fixtures 
K. Compensated Absences Employees of the District earn hour of regular duty, including 

15 to 40 years 3 to 15 years 3 to i0 years 
annual leave and sick leave for each time the employee is on paid leave or observing a paid holiday, based on the equivalent of years of full-- time state service at varying rates. Employees may carry any unused accumulated annual and sick leave forward to succeeding years. As a result, there is no limit on the amount of such leave an individual may accumulate through the years of his employment. Upon his retirement or resignation, he must be paid at his current rate of pay, for all unused annual leave in an amount not to exceed 300 hours. An employee cannot be paid for any unused sick leave upon separation. Effective July 12, 1989, employees who are required to perform overtime duty may, at the option of the District, be credited with compensatory leave for the hours they have been required to work. Upon separation from the District such employees will be paid for' accumulated compensatory leave. 

L. Fund Equity Contributed capital is recorded for capital retained earnings represent those portions legally segregated for a specific future use. 
M. Bond Issuance Costs 

grants. Reserves of of retained earnings 
Bond issuance costs reported as prepaid and unamortized expense on the balance sheet are recorded as deferred charges and are amortized over the te~n of the bonds using a method which approximates the effective interest method. 
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NOTES TO FINANCIAL STATEMENt'S 
N. Cash Flows Statement All short-term investments that are highly liquid are considered to be cash equivalents. Cash equivalents are readily convertible to known amounts of cash, and at the date of purchase, they have a maturity date no longer than three months. 

Note 2. Prior Period Adjustment GASB Statement 31, Accounting and Financial Reporting for Certain Investments and for External Investment Pools, became effective for financial statements for periods beginning after June 15, 1997 and requires that governments1 entities report investments at fair value. Accounting changes adopted to conform to Statement 31 should be applied retroactive by restating f~nancial statements for all prior periods presented. Accordingly, the accompanying financial statements for 1997 have been restated to reflect the effect of this change in accounting method. Retained earnings at the beginning of 1997 has been adjusted (decreased $46,237) for the effects of the restatement on prior years. Investment income for 1997 has been adjusted (increased $574,241) to reflect the effect of this change in accounting method. 
The accompanying financial statements for 1997 have been restated to correct errors in the computation of arbitrage related to the $25,000,000 1994 Port Improvement Revenue Bonds made during the years since issuance of the bonds. The effect of the restatement was to decrease net income $39,8]7. Retained earnings at the beginning of 1997 has been adjusted (decreased $220,932) for the effects of the restatement on prior years. 

Note 3. Legal Compliance - Budget The Executive Director prepares a proposed budget and submits same to the Board of Commissioners no later than fifteen days prior to the beginning of each fiscal year. The budget is prepared by function and activity, and includes ~nformation on the past year, current year estimates and requested appropriations for the next year. 
A summary of the proposed budget is published, a public hearing is held, and the budget is adopted through passage of a resolution prior to the commencement of the fiscal year for which the budget is adopted. 
All changes in the budget must be approved by an affirmative vote of a majority of the Board of Commissioners. 
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NOTES TO FINANCIAL STATEMENTS 
Expenditures may not legally exceed budget appropriations at the division level. During 1998, one supplementary appropriation was necessary. During 1997, several supplementary appropriations were necessary. 

Note 4. Cash, Cash Equivalents and Investments In accordance with a fiscal agency agreement which is approved by the Board of Commissioners, the District maintains demand and time deposits through an administrator bank at participating local depository banks which are members of the Federal Reserve System. 
For repo~ting purposes, cash and cash equivalents include cash, demand deposits and U.S. Government Agencies securities. Investments of the District }nclude certificates of deposit, U~S. Treasury securities and U.S. Government Agencies securities, each having an original maturity in excess of three months from the date acquired. 
The District's deposits as of the by FDIC insurance or by pledged banks in the District's name. balance sheet dates are entirely covered collateral held by the District's agent Under state law these deposits must be secured by federal deposit insurance or the pledge of securities owned by the fiscal agent bank. The market value of the pledged securities plus the federal deposit insurance must at all times equal the amount on deposit with the fiscal agent. 
Local governments in Louisiana are authorized to invest in the Louisiana Asset Management Pool, Inc. (LAMP), a nonprofit corporation formed by an initiative of the State Treasurer and organized under the laws of the State of Louisiana, which operates a local government investment pool. Investments are stated at cost, which approximates market. 
Investments held at December 31, 1998, consist of $298,272 in the Louisiana Asset Management Pool, Inc. (LAMP), a local government investment pool (see Summary of Significant Accounting Policies). In accordance with GASB Codification Section I50.165, the investment in LAMP at December 31, 1998, is not categorized in the three risk categories provided by GASB Codification Section I50.164 because the investment is in the pool of funds and therefore not evidenced by securities that exist in physical or book entry form. LAMP is administered by LAMp, Inc., a nonprofit corporation organized under the laws of the State of Louisiana, which was formed by an initiative of the State Treasurer in 1993. The 
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NOTES TO FINANCIAL STATEMEN~I'S 
corporation is governed by a board of directors comprising the State Treasurer, representatives from various organizations of local government, the Government Finance Officers Association of Louisiana, and the Society of Louisiana CPA's. Only local governments having contracted to participate in LAMP have an investment interest in its pool of assets. The primary objective of LAMP is to provide a safe environment for the placement of public funds in short-term high-quality investments. The LAMP portfolio includes only securities and other obligations in which local governments in Louisiana are authorized to invest. Accordingly, LAMP investments are restricted to securities issued, guaranteed, or backed by the U.S. Treasury, the U.S. Government, or one of its agencies, enterprises, or instrumentalities, as well as repurchase agreements collateralizedbythose securities. The dollar weighted average portfolio maturity of LAMP assets is restricted to not more than 90 days, and consists of no securities with a maturity in excess of 397 days. LAMP is designed to be highly liquid to give its participants immediate access to their account balances. 
The 1997 following chart presents bank balances as of December 31, 1998 and The deposits are listed in terms of risk involved. Category I represents those deposits insured (inclusive of FDIC) or collateralized with securities held by the District or its agent in the District's name. Category 2 represents deposits collateralized with securities held by the pledging financial institution's trust department or agent in the District's name. Category 3 represents deposits uncollateralized including any securities held for the entity but not in the District's name. 

cateqorv Total Bank December 31, 1998 ] 2 ~ Balances _ Cash and demand deposits Money market deposits 
December 31. 1997 Cash and demand deposits Money market deposits 

$ i01,000 
Carrying Amoun~ _ $ 2,415,067 $ - $ 2,516,067 $ 2,069,190 47,622 47~$22 47,~ 

$ i01,000 $ 4,610,021 $ 1,673,355 $ 4,711,021 1.673.355 $ 4,417,308 1.673.35~ 
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NOTES TO FINANCIAL STATEMENTS 
Following are investments of the District at year end categorized to give an indication of the level of risk assumed by the District. Category 1 includes investments that are insured or registered, or for which the securities are held by the District or its agent in the name of the District. Category 2 includes uninsured and unregistered investments for which the securities are held by the financial institution's trust department or agent in the name of the District. Category 3 includes uninsured and unregistered investments for which the securities are held by the financial institution, or by its trust department or agent but not in the name of the District. 
December 31, 1998 U.S. Treasury securities U.S. Government Agencies securities Total 
December 31, 1997 U.S. Treasury securities U.S. Government Agencies securities Total 

1 2 __!__ $ 23,112,650 $ $ 63.178.895 

Reported Amount- F0~r V0]U~_ $ 23,112,650 63.178.~9~ 

$ 35,507,813 $ $ $ 35,507,813 46,0]7.876 46.017,87~ 
In order to accurately compare the cash and investments shown on the comparative balance sheets (Exhibit I) with the carrying values of deposits and investments disclosed in the schedules above, the following is provided: 
Carrying Note 3 Carrying Note 3 Carrying Note 3 
value of bank deposits per value of LAMP deposits per value of investments per 
Total 
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_ December ~l, __ _ 1998 _ 1997 
$ 2,116,812 $ 6,090,663 298.272 _ 86,2~~,545 _ 81,528.68~ 



NOTES TO FINANCIAL STATEMENTS 

Per co~)arative balance sheets: Cash and cash equivalents Investments-current Cash equivalents-restricted Investments-restricted Investments-noncurrent Investments-scholarship endowment Total 

December 31 __1998 1997 ___ 
$ 2,376,988 15,729,384 38,096 7,416,109 62,846,052 ___ 300.000 

$ 4,680,43]. 22,584,257 1,410,231 6,025,503 52,615,930 _ 300,Q9/~ 
At December 31, 1998 and 1997, cash equivalents and investments were restricted as shown below: 
Additional security for certificates of indebtedness outstanding Trust funds pursuant to the issuance of the 1994 Port Improvement Revenue Bonds Project Fund Debt Service Reserve Fund Depreclation Reserve Fund Total 

__ 1998 _ . ~7_ 
$ 1,000,000 $ 1,000,000 

357,748 3,227,097 3,038,988 __3.227.10~ 3,038.9~ 
The trust funds are more fully explained in Note 11 
During 1994, the District established a $300,000 scholarship endowment fund, the Lake ~harles Maritime Enhancement Scholarship Fund. The earnings from the fund are dedicated to produce sufficient income to fund one scholarship awarded each year for the next three years. 
The District requires that securities underlying repurchase agreements, consistin~ of U.S. government securities, must have a market value of at least 102 percent of the repurchase agreement. The District held no repurchase agreements during 1998 and 1997. 
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Note 5. Property Taxes 
NOTES TO FINANCIAL STATEMENTS 

The Lake Charles Harbor and Terminal District is authorized by Louisiana Revised Statute Number 34:209 to levy annually, when necessary, a property tax not to exceed 2.92 mills on the property subject to taxation situated within the District. All funds derived from this tax may be used for any lawful expenses or purposes by the Board. The 1998 assessed millage is 2.76 mills and the 1997 assessed millage is 2.76 mills. These funds have been dedicated and obligated first to retirement of certificates of indebtedness issued by the District. Any excess funds may be used for any lawful purpose. 
Property taxes are levied on behalf of the District each November 15, the date the enforceable lien attaches, by the Tax Assessor for the Parish of Calcasieu. The levy is based on the assessed value listed as of June i. Assessed values are established by the Tax Assessor and are approved and certified by the State Tax Commission. The tax levy is approved and certified by the Louisiana Legislative Auditor. 
Total taxes levied for the year ended December 31, 1998 were $1,459,998 on property with assessed valuation totaling $726,559,420 less exempt valuation of $197,574,790, for a net valuation of $528,984,630. Total taxes levied for the year ended December 31, 1997 were $1,421,729 on property with assessed valuation totaling $702,150,400 less exempt valuation of $187,031,240 for a net valuation of $515,119,160. 
The Sheriff and Tax Collector for the Parish of Calcasieu bills and collects taxes for the District. Taxes are due and payable on or before December 31. Interest charges are assessed on delinquent taxes at a rate of 15% per annum. Deductions from tax collections, for the billing and collection of taxes, totaled $46,393 for 1998 and $44,788 for 1997. 

Note 6. Intergovernmental Receivable Intergovernmental receivable represents amounts due from federal and state governments for the following: 
Capital projects-State Priority Program Capital projects-State of Louisiana Ports of Louisiana 
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1998__ 1997 $ 319,763 42,738 $ 16,063 



NOTES TO FINANCIAL STATEMENTS 
Note 7, Property, Plant and Equipment A summary of changes in property, plant and equipment for the years ended December 31, ]998 and 3997 is as follows: 
Land Buildings and operating facilities Equipment, furniture and fixtures Construction in progress Less accumulated depreciation Total 
Land Buildings and operating facilities Equipment, furniture and fixtures Construction in progress Less accumulated depreciation Total 

Beginning of[ Year ~ Additions ReductioD~_ $ 7,389,916 $ 519,219 $ 100,384,645 8.215.854 89.629 18,058,156 28,732.859 154,565,576 64.421,889 181,479 7.705.495 16,622,047 . 3,829.564 184,928 8,215,9_~ 8,490,411 256.417 

End of $ 7,909,135 108.510,870 18,054,707 28.222.500 162,697,212 67.995.036 
Beclinning of Year Additions Reductions $ 7,389,916 $ $ End of Y@@r $ 7,389,916 100.305,531 2.342.438 (2,263.324) 100.384.645 18,096,727 138,220,450 .--_~,40~,414 583,704 22,312.~2~ 25,238,662 3.703.875 (622,275 (3,007.93? (5,893,536 2,688.400 18,058,156 28,732,859 154,565,576 64.421.884 

Depreciation expense was $3,829,564 for the year ended December 31, 1998 and $3,703,876 for 1997. 
Prior to 1980 detailed fixed asset records were not maintained; rather, amounts expended for fixed assets were charged to expenditures in the year incurred. In 1980 the District changed its method of accounting for fixed assets to that required by generally accepted accounting principles. It was not possible to establish original costs for many assets owned. Where original costs could not be determined, it was necessary to estimate the original costs of such assets. The total of such estimated costs aggregated approximately $9,600,000. 
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NOTES TO FINANCIAL STATEMENTS 
Note 8. Investment in Direct Financing Lease The Lake Charles Harbor and Terminal District has entered into a direct financing lease with Crowley Maritime Corporation for a minimum term of 15 years. The amounts shown as investment in direct financing lease as of December 31, 1998 and 1997 were composed of the following: 

Total minimum lease payments receivable Estimated unguaranteed residual value of leased properties Total Less unearned income Net investment in direct financing lease 

~998 _ 1997 
2.009.._.0_Q~ 2,000,000 . 2,~00,000 2,000,000 

The District had sold certificates of indebtedness in the amount of $5,775,000 to provide funds which were used to construct the facilities leased to Crowley Maritime. In accordance with the agreement, the District sold the facilities to Crowley Maritime and financed the acquisition of the construction with the issuance of the certificates of indebtedness which were paid in full during 1996. During 1996, Crowley Maritime entered into a new lease agreement with monthly rent payments of $9,367 through September 30, 2000 with annual consumer price index adjustments. Two five year renewal options are a part of this lease agreement. The facilities will revert to the District when Crowley Maritime vacates the property. 
Note 9. Operating Leases Leases which the District has entered into as lessor are classified as operating leases. These leases are substantially all for land owned by the District. Minimum future rentals on operating leases having initial or remaining noncancellable lease terms in excess of one year are as follows: 1999 2000 2001 2002 2003 After 2003 
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$ 757,312 599,777 463,171 453,364 427,958 



NOTES TO FINANCIAL STATEMENTS 
Of the above, the amount of $1,062,040 was paid in full at the inception of the lease by the lessee, and is included in deferred revenues at December 31, 1998. The amount of $1,127,721 is included in deferred revenues at December 31, 1997. 

Note 10. Unamortized Expense The District incurs certain expenses in connection with the issuance of certificates of indebtedness and revenue bonds. These expenses are being amortized over fifteen and twenty-flve years, which are the terms of the bonds. Details of the balances are as follows: 
Total expense Less amount amortized Unamortlzed at December 31 
Amount shown in current assets (prepaid expenses)-to be amortized in one year Amount shown in other assets Total 

Note Ii. Compensated Absences Compensated absences are included in and 1997. The District's liabilities as of December 31, 1998 and 1997 are 

1998 __ 1997_ $ 436,407 85,'/1__3_ $ 436,407 68,~7~ 
$ 17,5;35 $ 17,535 

personal services expenses for 1998 for accumulated compensated absences as follows: 
Current liabilities-estimated to be paid within one year Long-term liabilities Total 
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1998 i~7___ 
$ 45,735 411,62 $ 39,161 



Note 12. Long-Term Debt 
NOTES TO FINANCIAL STATEMENTS 

A summary of changes in long-term debt for the years ended December 3] 1998 and 1997 is as follows: 
i~_98 Revenue bonds 
19~_7 Revenue bonds 

Beginning Ending -- Balance_ Issues Maturitie~ Balance 

Bonds payable at December 31, 1998 and 1997 are comprised of the following individual issues: 
Revenue B_/ch~~: $25,000,000 1994 Port Improvement Revenue Bonds, interest due in quarterly installments beginning March l, 1994 through January I, 2019; interest initially set at 2.65 percent variable rate adjusted weekly 

-- 1998 -- 1997 

The annual requirements to amortize all debt outstanding as of December 31 1998 are as follows: Year Endincl December 31 1999 2000 2001 2002 2003 Aggregate thereafter 

Principal_ _ ~nter~st 
1,250,000 1,250,000 1,250,000 1,250,000 20,000,000 * Amount not calculated. Variable interest rate set by Bankers Trust: of New York based on market rates of AA tax exempt bond rates, adjusted weekly. At December 31, 1998, the rate was 4.0%; for the week beginning February 22, 1999, the rate was 2.95%. 
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NOTES TO FINANCIAL STATEMENTS 
There are a number of limitations and restrictions contained in the bond indentures. The District is in compliance with all significant limitations and restrictions. 
In addition to the pledge of specific revenues, all excess revenues of the District are pledged as additional security for certificates of indebtedness outstanding. A special reserve of $i,000,000 is also pledged and set aside as additional security for certificates of indebtedness outstanding. 
The District, on February 16, 1994, issued $25,000,000 Port Improvement Revenue Bonds, Series 1994. Proceeds from such bonds are dedicated to certain additions, extensions and improvements to the District facilities by construction of an extension to a transit shed, and construction of improvements to the bulk loading terminal of the District: located on the Calcasleu ship channel of the Calcasieu River. The payment of principal and interest on the bonds is secured by a dedication and pledge of the fees, rates and other charges and other moneys derived from the operation of the public port. The bonds are subject to scheduled mandatory sinking fund reden~tion on January i, 2000 and on each January 1 thereafter to and including January i, 2019 each in the amount of $1,250,000 plus interest. The interest rate mode for the bonds is a weekly "variable rate" and the rate for the initial weekly period was set at 2.65% per annum. Interest is payable on each March I, June i, September i, and December I of each year. 
The Lake Charles Harbor and Terminal District has committed itself to certain covenants as described in the Trust Indenture and Letter of Credit. The following trust funds were established pursuant to the issuance of the bonds. 
"Project Fund" - The balance of the proceeds of the issuance and sale of the Bonds were deposited into this account and a "Cost of Issuance Account". The Issuer shall designate the part to be deposited into the Cost of Issuance Account. Amounts deposited in the Project Fund shall be applied to the construction, acquisition, installation and equipping of the Project. 
"Bond Fund" consisting of an Interest Account, a Principal Account and a Letter of Credit Account - Moneys on deposit in the Interest Account shall be applied to pay interest on the Bonds when due. Moneys on deposit in the Principal Account shall be applied to pay principal of 
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NOTES TO FINANCIAL STATEMENTS 
the Bonds when due. The Trustee shall deposit all moneys drawn under the Letter of Credit to pay principal of and interest on the Bonds directly in the Letter of Credit Account. Such moneys shall be applied solely to the payment of the principal of and interest on the Bonds in respect of which they were so drawn. 
"Debt Service Reserve Fund" - The District has deposited $2,500,000 Debt Service Reserve Fund requirement into this account to be used in accordance with the Trust Indenture for the payment of principal of and interest on the Bonds. 
UDepreciation Reserve Fund" - The District has deposited $2,500,000 Depreciation Reserve Fund requirement into this account. Moneys in this account shall be transferred to the Project Fund to the extent of any insufficiency in the moneys on deposit in the Project Fund for the purpose of completing the acquisition, construction, installation and equipping of the Project. After the completion date, moneys on deposit in the Depreciation Reserve Fund shall be used for the purpose of paying the costs of major repairs and replacements to the system, the costs of which are such that they should be spread over a number of years rather than charged as part of operating and maintenance expenses in any single year. Moneys from the Depreciation Reserve Fund shall also be used to fund insufficiencies in the Principal Account and/or the Interest Account on any date on which principal of and/or interest on the Bonds is due and payable. 
"Rebate Fund" - This fund shall be for the sole benefit of the United States of America and shall not be subject to the claim of any other person, including without limitation the bondholders and the bank. The Rebate Fund ~s established for the purpose of complying with Section 148 of the Code and the Treasury Regulations promulgated pursuant thereto. 
"Special Sinking Fund Deposit" By action of the Board of Commissioners of the District, the District deposited $1,250,000 into this account and designated it to be used for satisfying principal payment in the year 2000. 
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NOTES TO FINanCIAL STATEMENTS 
Note 13. Port Facilities Revenue Bonds The District issues port facilities revenue bonds to finance construction of industrial facilities within the District which it leases or sells on installment contracts to the industrial users. Such facilities and the related receipts from lease rentals and contract payments are pledged for payment of the bonds. These bonds are not included in the financial statements nor in the preceding schedules in Note Ii pertaining to long- term debt. The bonds and the interest coupons appertaini~ thereto do not constitute an indebtedness of the issuer within the meaning of any state constitutional or statutory limitation and shall never constitute nor give rise to a pecuniary liability of the issuer or a charge against its general credit or taxing powers. 
Following is a summary of port facilities revenue bonds outstanding at December 31, 1998 and 1997: 
Bonds issued for: Reynolds Metal Company Project Series 1983 Conoco, Inc. Project, Series 1984 Citgo Petroleum Corp. Project, Series 1984 Conoco, Inc. Project, Series 1987 Reynolds Metals Company Project, Series 1990 Occidental Petroleum Corporation Project, Series 1992 Trunkline LNG Company Project, Series 1992 Polycom-Huntsman, Series 1995 Global Industries Series 1997 

Inc. Project Ltd. Project 
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__ ~98 1997 
$ $ 9,200,000 20,900,000 20,900,000 ii,800,000 3,400,000 11,800,000 3,400,000 14,800,000 14,800,000 7,000,000 7,000,000 328,000,000 328,000,000 8,000,000 8,000,000 28,000,000 28,000,000 



NOTES TO FINANCIAL STATEMENTS 
Note 14. Retirement Benefits Defined benefit pension plan Plan description The District contributes to the Louisiana State Employees' Retirement System (LASERS). The LASERS was established on July I, ]947, and is the administrator of a cost-sharing multiple-employer public employee retirement system. The system was established and provided for within Title 13, Subtitle Ii, Chapter I of the Louisiana Revised Statutes (LRS). Benefit provisions are authorized within LRS 3.1:441-501. The LASERS issues a publicly available financial report that includes financial statements and required supplementary information. That report may be obtained by writing the LASERS, PO Box 44213, Baton Rouge, LA 70804-4213 or by calling 1-800-256-3000. 

All District full-time employees, membership to LASERS. Benefits vest as defined, are eligible for after ten years of participation. 
A member is eligible to retire after i0 years of service at: age 60~ 25 years at age 55, or after 30 years at any age. The system does provide for deferred benefits for vested members who terminate before being eligible for retirement. Once the member reaches the appropriate age for retirement, benefits become payable at a rate of 2.5% of the highest 3 consecutive years of creditable service. Once an employee has accumulated I0 years of service, disability benefits apply based on the regular benefit formula without age restrictions. 
Act 14 of the 1990 Louisiana Legislature provided for a new retirement option designated as the Deferred Retirement Option Plan (DROP). This option permits LASERS members to continue working at their state jobs for up to three years while in a retired status. DROP allows these retirees to accumulate retirement benefits in a special account for later distribution. 
Funding policy Covered employees were required by Louisiana state statute to contribute 7.5% of their salary to the plan. The District was required by the same statute to contribute 12.4% of eligible salaries 
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NOTES TO FINANCIAL STATEMENTS 
during the period July 1 through December 31, 1998; 13% during the period July I, 1997 through June 30, 1998; 12.4% during the period July 1, 1996 through June 30, 1997; and 12% during the period January 1 through June 30, 1996. 
The District's contributions to the Louisiana State Employees' Retizement System for each of the years ending December 31, 1998, 1997 and ].996 are presented below. These contributions are equal to the required contributions for each year. 
Employer's Employees' Total 

contribution contribution 
Post-retirement benefits 

1998 __ 1997 1996 
$ 406,271 _ 239,997 $ 372,643 ~,4_~ $ 336,099 2~,Q~ 

By action of the Board of Commissioners, in addition to the pension benefits described in Note 14, the District provides postretirement health care insurance benefits for retired employees. Effective with the October, 1996 premium, the District began paying the retirees' and retirees' dependents' premiums in full. 
During 1998, 18 retired employees were receiving benefits under this plan. During 1997, 16 retired employees participated. These postretirement benefits are financed on a "pay-as-you-go basis" and the District recognizes the cost by expensing the annual insurance premiums. Total net cost to the District amounted to $].08,626 for 1998 and $76,841 for 1997. The participants' share of the costs totaled $-0- for 1998 and $-0- for 1997. 

53 



NOTES TO FINANCIAL STATEMENTS 
Deferred compensation plan Certain employees of the D~strict have elected to participate in the Louisiana Public Employees Deferred Compensation Plan. The plan, available to all full time District employees, permits them to defer a portion of their salary until termination of employment, retirement, total disability, death, or unforeseeable emergency. All deferred compensation, property and rights purchased with such deferred compensation, and income or earnings thereon shall constitute assets of the State of Louisiana and remain (until made available to a participant or beneficiary) the property of the State of Louisiana, subject to the claims of the general creditors of the State of Louisiana. No assets or liabilities related to this plan are included in the financial statements of the District and all amounts held by the plan do not constitute an indebtedness of the District. 
During 1998, the District passed a resolution approving District matching contributions of employee contributions. Effective August I, 1997, the District will match dollar for dollar each participating employee's contribution up to 6% of the employee's base income. The contributions for the year ended December 31, 1998 consisted of $154,186 from employees and $144,420 from the District. Contributions for the year ended December 31, 1997 consisted of $78,364 from employees and $59,662 from the District. 

Note 15. Contingent Liabilities and Commitments The District is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets; errors and omissions; injuries to employees; and natural disasters. The District purchases commercial insurance for the risks of losses to which it is exposed, including general liability, property and casualty, workers' compensation, employee health and accident, and environmental. Settlement claims resulting from these risks have not exceeded commercial insurance coverage in any of the past three fiscal years. During 1996, engineering studies assessed the District estimated maximum exposure to risks of loss resulting from natural disasters. Eased on this assessment, the District property and casualty blanket coverage was reduced appropriately 30%. 
At December million for repairs and December 31, 

31, 1998, the District had committed approximately $24.5 the purchase of equipment, the expansion of facilities, and maintenance of existing facilities, such commitments at 1997 totaled approximately $700,000. 
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Note 16. Deferred Revenues 
NOTES TO FINANCIAL STATEMENTS 

The District has entered into several leases wherein the lessee has pa~d the total rentals due at the inception of the lease. Payment for the 1999 settlement of homestead exemption was received in 1998 and is shown as a deferred revenue. Details of the items comprising this account were as follows: 
Trunkllne I~G land lease Trunkllne I~G land lease Gulf Coast Aluminum land ].ease Homestead exemption settlement Total 

Note 17. Contributed Capital 

Deferred Deferred Term Years Total R~D~ 12/31/~__ 12/3~/~7_ 
4o 40 40 
$ 741,907 $ 333,857 $ 352,405 1,208,430 576,610 606,746 667,891 151,571 168,569 2~,~16 30.000 

Changes in contributed capital, by source, during the years ended December 31, 1998 and 1997 are presented below: 
State of Louisiana U.S. Department of the Navy EDA Grant Joint Services Agreement Entergy Lake Charles Stevedores 

Balance 12/31/~7 1998 ChanQes Additions AdJustment~ ~I Balance Deoreciat$Q~ 12/31/98 $ 9,968,962 $ 1,032,311 $ 628,773 $ 10,372,500 3,428,827 701,256 481,975 29,714 _ 140,61.9 (I) (140,~1~ 
110,335 120.397 4,514 290 

3,318,492 580,859 477 29 46] 424 
~_14.751.35~ ~ 891.6~2 $ 864.30~ $ 14,778,7~ 
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State of Louisiana U.S. Department of the Navy EDA Grant Joint Services Agreement Entergy 

NOTES TO FINANCIAL STATEMENTS 
I~7 ChanQe$ Balance Additions & Balance 12/31/96 Adjustments (2). Depreciation 12/31/97 $ 9,007,914 $ 1,668,346 $ (707,298) $ 9,968,962 3,539,160 823.493 533,807 _ 15,qqQ 

110,333 122,237 2) (47,318) (4,514) 15,OO0 (286) 
3,428,827 701,256 481,975 

The Lake Charles Harbor and Terminal District participates in the Louisiana Department of Transportation and Development Ports Priorities Program. Certain capital projects, as approved by the Department of Transportation are funded in part by the State and the District. The 1998 and 1997 additions to capital grants, State of Louisiana, shown above, represents the State's share of Ports Priorities Projects; the addition, Joint Service Agreement, represents amounts due from the Calcasieu Parish Police Jury and the City of Lake Charles for infrastructure costs at the Industrial Park East; the additions from Entergy represent grants for the industrial park. (i) Contributed capital adjustments resulted from the reduction of construction in progress incorrectly recorded during 1997. (2) Capital grants adjustments resulted from decreases in the amount of funds awarded through the Joint Service Agreement. 
Note 18. Retained Earnings Retained earnings aggregated $147,484,951 and $141,616,757 as of December 31, 1998 and 1997, respectively. As of December 31, 1998 and 1997, retained earnings reserves had been established for the following purposes: 

Additional security for certificates of indebtedness outstanding Trust funds pursuant to the issuance of the ]996 Port Improvement Revenue Bonds Project Fund Debt Service Reserve Fund Depreciation Reserve Fund Total 
56 

1998 __ . 1997 _ $ 1,000,000 $ 1,000,000 
3,263,140 3.263.151 343,722 3,092,831 3,092,@42 



NOTES TO FINANCIAL STATEMENTS 
The Board of Commissioners of the Lake Charles Harbor and Terminal District have designated a portion of unreserved retained earnings to be used for the following purposes: 
Long-term maintenance needs Commitments on construction contracts Scholarship endowment Specia3 sinking fund for debt service Debt service 

19~8 - - ~7 _ $ 57, 24, i, 5, 
500, 448, 300, 604, O00, 
000 $ 367 000 027 000 
57,500,000 712,284 300,000 1,256,376 4,000,000 

Unreserved retained earnings are pledged as additional security for outstanding certificates of indebtedness in accordance with terms of the bond indenture. 
Note 19. Budgetary - GAAP Reporting Reconciliation The accon~anying Comparative Statement of Revenues, Expenditures, and Changes in Retained Earnings Budget and Actual (Budgetary Basis)- Proprietary }~nd presents comparisons of the legally adopted budget (more fully described in Note I) with actual data on a budgetary basis. Certain expenditures have been budgeted to be paid from retained earnings and the change in fair value of investment securities was not budgeted. Because accounting principles applied for purposes of developing data on a budgetary basis differ significantly from those used to present financial statements in conformity with generally accepted accounting principles (GAAP), reconciliations of resultant basis and perspective differences in net income for the years ended December 31, 1998 and 1997 are presented on the budgetary comparison statement, Exhibit 3. 
Note 20. Major Customers A significant portion of the District's from three major customers in 1998 and operating revenue has been derived 1997. Specifically, each of the three customers accounted for 18%, 13%, and 12% respectively in 1998; each of the four customers accounted for 29%, 14%, and 11%,respectively in 1997; 
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NOTES TO FIN~gCI~ STATEMENTS 
Trade receivables due from these customers as of December 31, 1998 and 1997 represented the following percentage of total trade receivables: each of the three customers accounted for 21%, 0% and 25%, respectively, in 1998; each of the two customers accounted for 28% and 11%, respectively, in 1997. 

Note 21. Subsequent. Events Subsequent to year end, the District accepted the lowest responsive bid for construction of a new ship berth located on Contraband Bayou. This consists of State Project @578-10-0005, in the amount of $20,638,136 with $6,000,000 to be provided through the State of Louisiana's Port Priority Program Funds. 
Also subsequent to year end, the District approved the purchase of approximately 215 acres of land on the Calcasieu ship channel in Cameron Parish, Louisiana. The contract dated February i, 1999 stated a cost of $550,000. 

Note 22. Year 2000 Issues (unaudlted The District has addressed all significant year 2000 issues, including its business systems, processes and essential equipment, and estimates that it has completed approximately 90 percent of the work that will be required. The overall costs to prepare the District for the year 2000 are not considered material to the District's financial position or results of operations. 
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Table 1 LAKE CHARLES HARBOR AND TERMINAL DISTRICT SUMMARY OF REVENUES AND EXPENSES Years Ended December 31, 1988 through 1998 (Unaudited) 
OPERATING REVENUES Charges for services Rentals Other Total OPERATING EXPENSES General and administrative Maintenance and operation of facilities Depreciation Total 

1989 -- 1990 I~i -- . ~92 -- 
$ 10,332,655 1,666,612 -- 715,52_8 12.714,79~ 

$ 10,854,685 1,588,014 I09.747 12.552.446 
$ 11,128,746 1,466,584 63,87_/7 !2,659,2Q/ 

$ 12,208,319 1,442,165 - 140,4~ - 13.790,972 
1,851,019 2,320,717 2,761,223 3,195,782 5,791,114 2.599J66~ i0.241.79~ 6,132,059 2,479.532 10,932.308 7,505,873 2.591.5~ ~2.858,6~ 

8,494,922 2,874.612 _ 14.565.315 
Income (loss) from operations 2,472,996 1,620,138 (199,458) (774,343 NONOPERATING REVENIJES (EXPENSES)-NET -- 7,301.433 7.868.648 6.748.92_/3 - 5,816.55~ Net income 
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Table I 

1993 __I_~_~9_4 -- 1995 ~995 1997 -- 1998 -- 
$ 11,769,954 2,368,287 146,271 14,284,512 

$ 10,973,446 1,276,313 ______~,590 _~L~_~9,349 
$ 11,857,442 1,268,743 __ 151,339 13.277.5~4 

$ 12,309,105 1,693,942 271,453 14,274,500 
$ 12,613,736 1,695,875 ~4,~47 14,463,958 

$ 14,595,917 1,482,600 240,585 16.319,10_~ 
2,827,722 2,598,018 2,412,455 3,228,405 3,005,827 3,496,882 8,051,856 2,~6.945 I~,~16.523 8,064,876 ___2uL9_5_9.637 __D_3_~/1~.531 8,388,604 3,267.83~ 14.o68.8~4 9,411,707 3,540.375 16.180,487 10,837,248 3.703,876 17.546.951 10,909,656 3.829.56__4 18,236.102 
467,989 (1,413,182) (791,370) (1,905,987) (3,082,993) (1,917,000 
4,950.471 ____~L__8~ ~ 125 7,218,94~ 6.502,668 7.087.71--4 7,032,611 $ 5,418,460 _~__4L4_~4~,~43 $ 6,427.57~ $ 4.596.681 S 4.004.72_~i ~ 5,115,611 
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GENERAL CARGO Total Short Tons 1998 - 1,334,796 
6% 

6% 13% 

Flour Rice Forest Products Grain Products Miscellaneous Container Cargo 

BULK CARGO Total Short Tons 1998 - 5,804,589 

(;2 



Mo~h January February March April May June July August September October November December 

_ Month January February March Apri May June July August September October November December 

LAKE C}{ARLES HARBOR AND TERMINAL DISTRICT 

Petro 
172 885 336 344 ]49 234 222 823 237 827 299.012 372 162 ]88480 268692 214 675 304 788 _~215.307 

SHIPPING ACTIVITIES BULK/LND (~ENERAL CARGO (Unaudited) 
1998 MONTHLY BULK CARGO (Tons) 
Grain~L_ 6,182 25,280 1.795 28,590 5,535 22,130 28,935 40,388 

Ore Liq9~i~l~" 206 241 160 171 133 023 180 736 161.913 142.128 132~809 171~551 142~936 110.526 126549 54.460 

60,496 76,059 4,024 66,083 64,035 144,966 71,808 92,568 3,027 2,796 132,123 

Table 2 

Wood ~ ~hip~_- 22,688 23,031 

44,081 
=2~_~ 160,. .~L~_~ =~+}23 043 849,0~2: = 89.800 
1998 MONTHLy GBNEP~AL CARGO (Tons) Forest Grain . Rice Fioihr__ Product8 P_~Ucts 19,605 36,087 44,192 13,438 35,849 12,159 22,864 10,809 39,342 34,365 13,475 - 45~603 

23,473 5,852 8,847 2,210 2,210 2,212 2,209 2,210 5,391 4,492 11,707 14,744 

17,961 7,012 6,899 18,943 1,615 10,242 15,808 3,268 923 12,075 5,501 

497 9,352 15,000 8,264 2,426 7,641 14,178 7,669 14,177 43,428 30,563 

7,758 6,671 2,811 7,669 5,417 6,204 8,428 1,551 11,348 6,143 5,273 

Container . ~@rg~ 
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FIVE YEAR CARGO TONNAGE 

1994 1995 1996 1997 1998 
SHIPS / BARGES CALLING AT DISTRICT FACILITIES 
1400 1200 
1000 800 600 400 
200 O 1994 1995 1996 1997 1998 
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LAKE CHARLES HARBOR AND TERMINAL DISTRICT 

GENERAL CARGO BULK 

1994 1995 1996 1997 1998 

SHIPPING ACTIVITIES TONNAGE (Unaudited) 
1998 CARGO IMPORTS~EXPORTS (Tons) IMPORTS EXPORTS TOTAL_S___ 125,027 2.905.$00 1,209,769 2.898.989 1,334,796 5.804.589 

FIVE yEAR CARGO IMPORTIEXPORT TONNAGE IMPORTS EXPORTS TQTALS 1,700,875 1,730,843 1,918,274 2,813,798 3,030,627 
3,812,298 3,988,008 3,474,013 3,455,133 4,108,758 

MONTHLY CARGO TONNAGE SHIPS ;HAD BARGES 

5,513,173 5,718,851 5,392,287 6,268,931 7,139,385 

Mon/Lh___ Tonnacl~ Ships Barqes January February March April May June July August September October November Dece~er Totals 

571843 673.424 464.259 562.001 566.137 701.680 699.482 5~4.336 564237 512 029 723651 556406 

25 25 29 30 21 30 41 27 26 30 25 

63 58 85 85 94 71 76 66 84 80 63 24_ $7 
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Table 4 

Year 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 

Notes 

LAKE CHARLES HARBOR AND TERMINAL DISTRICT PROPERTY TAX LEVIES AND COLLECTIONS Last Ten Years (Unaudited) 

Total Ta~ L~vy $2, 2, i, i, I, i, i, I, I, i, 

056,252 027,003 067,701 139,718 165,286 283,535 290,268 372,800 421,729 459,998 

Less: Cancellations and _ Reductions 25,162 15,884 15,571 26,980 27,653 13,910 9,700 17,779 9,970 12,386 

Net Tax Lew $2, 2, I, I, I, i, I, i, I, i. 

031,090 011,119 052,130 112,738 137,633 269,625 280,568 355,021 411,759 447.612 

Less: Outstanding Delinquent Taxes 14,267 12,185 9,580 5,060 7,500 6,000 7,200 7,455 14,750 26.528 

I) Delinquent tax collections are unidentiflable from prior year reports. All taxes collected are reflected in net total taxes collected column. 2) Calcasieu Parish Sheriff and Tax Collector collects taxes for the Port 
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Net Total Taxes Collected $2, I, I, 1, I, I, 1, i, I, 1. 

016,823 998,934 042,550 107,678 130,133 263,625 273,368 347,566 397,009 421,084 

Percent of Net Levy _~ollected 99.30 99.39 99.09 99.55 99.34 99.53 99.44 99.45 98.96 98.17 

Percent of Delinquent Taxes to Net Lew .70 .61 .91 .45 .66 .47 .56 .55 1.04 1.83 
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Table 5 

y~r 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 

LAKE CHARLES HARBOR AND TERMINAL DISTRICT ASSESSED AND ESTIMATED ACTUAL VALUE OF TAXABLE pROPERTY Last Ten Years (Unaudited) (In Thousands) 
Total Real Net Real Estimated and Mobile Homestead and Mobile Actual Home .__ ___~x~mp~ Hom~ V~I~__ 559 $ i01, 234 102, "773 103, 529 103, 691 105, 868 107, 181 109, 827 125, 276 123, 199 128, 

112,877 112,880 112,746 110,731 114,233 116,661 122,670 167,620 164,158 171,730 

128, 128, 127, 107, 142, 166, 226, 676, 641, 717. 

Pers~n~] Pronertv Estimated Assessed Actual ~L V~l~e _ 194,070 210,774 244,216 239,570 245,084 282,851 276,919 290,308 310,844 315,902 

Notes: (i) Louisiana state law establishes all assessment limitations (2} Real property is assessed at: 10% Commercial: 10% Personal: 25% 

280 096 883 280 336 404 676 232 375 609 

- land, improvements and buildings - land; 15% - improvements and buildings 
3) Public util~ties are assessed by Louisiana Tax Commissions annually - value and ratio. 4) All property assessments are made by the Calcasieu Parish Assessor 
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] Estimated Assessed Actual Value _ Val~__ 41,570 40,914 41,435 40,014 39,754 40,054 40,860 39,463 40,118 41.352 

$ 277, 272, 276, 266, 265, 267, 272, 263, 267, 275, 

Total All Property Estimated Assessed Actual Value V~lue 133 $ 348,517 759 364,568 232 398,396 757 390,315 026 399,071 027 439,566 400 440,449 087 497,391 451 515,119 681 528,984 

182, 244, 380, 332, 387, 565, 606, I00, 152, 256, 
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183 655 555 347 692 041 776 519 406 59O 

Ratio of Total Assessed To Total Estimated ~tual Value 15.97% 16.24% 16.74% 16.73% 16.71% 17.14% 16.90% 16.04% 16.34% 16.24% 
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Table 6 LAKE CHARLES HARBOR AND TERMINAL DISTRICT RATIO OF NET GENERAL BONDED DEBT TO ASSESSED VALUE AND NET BONDED DEBT PER CAPITA Last Ten Years (Unaudited) 

Y~ar *P_2~pu!~it'on 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 

Notes 

170, 173, 168, 169, 171, 172, 1'74, 1'76, 180, 179. 

566 500 900 644 900 200 000 I00 200 400 

Assessed Value (in Thousands) 450,199 466,921 501,423 494,112 504,528 602,549 607,925 682,397 702,150 726.559 

Gross Bonded Debt $ 2,035,000 1,040,000 

i) Includes all long-term general obligation debt *) Reflects estimated parish wide totals 
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Restricted Assets Available for Debt Serv~Ge $ 1,147,399 1,040,000 



 

Debt Payable from Enterprise Rev~nues Net Bondc~ Debt $ 887,601 
Ratio of Net Bonded Debt to Assessed __ Value 
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0.2 
Net Bonded Debt Per C~p~_~ 5.20 
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Table 7 LAKE CHARLES HARBOR AND TERMINAL DISTRICT COMPUTATION OF LEGAL DEBT MARGIN December 31, 1998 ( Unaudi t ed ) 
Net assessed value Plus exempt property: Homestead exemption (i) Business exempt property (2) Total assessed value 
Debt limit - 10 percent of total assessed value Amount of debt appl~cable to debt limit Total bonded debt Less: Restricted assets available for payment of principal 

NOTE 

Total amount of debt applicable Legal debt margin 

$ 528,984,630 $ 128,469,150 _ 69.105.640 197.574,790 $ 726,559,42Q 
$ 72,655,942 

i) In the State of Louisiana, the first $75,000 of a homeowners's primary residence is exempt from property tax. This is referred to as a "Homestead Exemption". 2) Under specific conditions property tax exemption. incentive for companies LouisJana. 
businesses can qualify for The State grants this as to locate or expand their a ten year an economic business in 

3) The $25,000,000 Port Improvement Revenue Bonds, Series 1994 are not general obligation bonds secured by the imposition of ad valorem property tax approved by a vote of the electors of the District. 
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4qrisdictiQ_~ 

LAKE CHARLES HARBOR AND TERMINAL DISTRICT COMPUTATION OF DIRECT AND OVERLAPPING DEBT December 31, 1998 (Unaudited) 

Calcasieu parish School District (All) Calcasieu No. 31 calcasieu No. 23 Calcasieu No. 22 Calcasieu No. 30 calcasieu No. 28 

Parish School District Parish School District Parish School District Parish School District Parish School District Calcasieu Parish School District No. 21 City of Westlake City of Lake Charles City of Lake Charles Calcasieu Parish Police Jury 

NOTE 

Table 8 

Percentage Amount Net Debt Applicable to Applicable to OutstandiD_g _ District . _ District _ 
$ 3,385,000 1,751,337 2,119,019 24,545,000 30,260,000 1,915,000 2,250,000 3,920,000 3,600,000 9,055,000 15,060,000 

56% 100% 80% 100% 10% 10% 1% 100% 100% 100% 56% 

$ 1,895,600 1,751,337 1,695,215 24,545,000 3,026,000 191.500 22,500 3,920,000 3,600,000 9,055,000 - ~,433.6~ 

Provided by Calcasieu Parish School Board, City of Lake Charles, and City of Westlake. 
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Table 9 

Year 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 

Note 

LAKE CHARLES HARBOR AND TERMINAL DISTRICT COVERAGE PROVIDED BY NET REVENUES FOR ANNUAL DEBT SERVICE REQUIREMENTS Last Ten Years (Unaudited) 

Gross R~ven~@ -- 742, 028, 605, 818, 579, 387, 853, 209, 028, 669, 

088 721 396 466 422 642 323 947 369 281 

Operating Expenses 271,548 932,308 858,665 565,316 816,523 734,198 ]70,937 ].80,487 546,951 236,102 

Net Revenue Available for Debt -- Serv~~~ _ 470,540 096,413 746,731 253,150 762,899 653,444 682,386 029,460 481,418 433,179 

I) Gross revenues included operating and nonoperating revenues of the District. 2) Operating expenses included costs directly associated with the District's primary activities. 
3) Only general obligation debt is included in this table 
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Debt ~ervJce Reauirements principal Interest __TQ~I Coveraae 1,995,000 1,610,000 1,655,000 610,000 600,000 480,000 
448, 380, 288, 189, 147, 129. 
626 085 150 312 250 413 
$ 2,443,626 1,990,085 1,943,150 799,312 747,250 609,413 
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428.48 507.34 347.21 657.21 771.21 763.59 

Table 9 



Table I0 

Year 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 

Notes 

LAKE CHARLES HARBOR AND TERMINAL DISTRICT PROPERTY TAX RATES - DIRECT AND OVERLAPPING GOVERNMENTS (PER $I00 OF ASSESSED VALUES) Last Ten Years (unaudited) 
Total District Parish School Cities Other (Memorandum ____/4_~__ (I) Districts (2) (3)__ Only)(~)_ 5.90 5.56 2.68 2.92 2.92 2.92 2.92 2.76 2.76 2.76 

145.53 149.82 149.52 154.55 156.00 144.14 134.87 134.57 132.09 132.54 

167.70 164.30 165.40 157.90 148.50 184.70 191.73 171.03 143.67 95.92 

46.46 42.53 41.82 43.60 43.52 42.98 42.98 37.06 36.80 36.04 

274.03 283.14 282.17 296.66 292.03 277.59 251.42 220.61 236.05 232.11 

639.62 645.35 641.59 655.63 642.97 652.33 623.92 566.03 551.37 499.37 

(I) Includes assessment of all wards whose boundaries fell portionally or totally within the District 2) Includes assessment of all cities whose boundaries fell portionally or totally within the District (Lake Charles, Sulphur and Westlake) (3) Includes all other assessments whose boundaries fell portionally or totally within the District (Water, Gravity, Fire protection, etc.) 4) Lake Charles Harbor and Terminal District (5) The Lake Charles Harbor and Terminal District's boundaries overlap into several different school, water, gravity, fire protection, etc. districts. Thus the above table does not reflect the average millage assessed within the District. The average millage within the Lake Charles Harbor and Terminal District boundaries is approximately 230 mills, while the average millage within the Parish is 183 mills. 
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Year 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 

Notes 

lAKE CHARLES HARBOR AND TERMINAL DISTRICT DEMOGRAPHIC STATISTICS Last Ten Years (Unaudited) 
Table ii 

Education (1) Level Per (I) In Years (2) Unemployment (i) Capita Median of Formal School Rate ~Od!~!_altion ~ncome . Aq~ SchoolinQ Enrollment P~r~n~_ 170, 173, 168, 169, 171, 172, 174, 176, 180, 179, 

13,291 14,613 15,408 16,056 16,690 17,929 19,109 19,906 20,901 21,840 

30.6 30.0 30.3 31.5 32.0 32.2 32.5 35.0 35.0 33.2 

31,909 32,092 32,443 32,833 33,384 33,939 33,905 33,503 33,453 33,366 

(I) Census information was obtained from the local Chamber of Commerce 2) Calcasieu Parish Schools Membership Report Provided by Calcasieu Parish School Board and Bureau of Census. Based on 1990 census the education level was 12.0 for persons 25 years old and above. 
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Table 12 

Year 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 

LAKE CHARLES HARBOR AND TERMINAL DISTRICT PROPERTY VALUE, CONSTRUCTION AND BANK DEPOSITS Last Ten Years (Unaudited) 
Commercial Residential Conmtrnmt~on Number of Number of Units V~I~* ~Dit~ Value* 21,243,473 28,622,542 32,216,186 27,884,991 55,234,530 21,848,875 47,431,671 97,633,110 62,691,854 29,747,777 

Notes: (i) Includes all banks in the City of Lake Charles *) Assessed value - estimated value available 

3,713,449 3,394,740 5,025,399 4,446,637 4,128,425 4,987,188 4,536,337 6,800,564 6,708,083 5,609,288 

Source: Loca] banks, City of Lake Charles and Calcasieu Parish Assessors Office 

78 



Bank Deposits (I) 144,000 528,000 825,000 528,985 842,000 813,000 149,000 834,000 879,000 275,000 

Property Va]ne* _.__Taxable Nontaxable $ 348,517,290 364,568,880 398,395,900 390,314,380 399,070,550 439,566,780 444,872,600 497,391,300 517,109,420 528,984,630 

$ 101,682,710 102,353,250 103,027,230 103,798,030 104,113,040 107,206,220 108,087,400 125,206,700 124,508,480 197,574,790 
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Table 13 

Taxpayer 

LAKE CHARLES HARBOR AND TERMINAL DISTRICT PRINCIPAL TAXPAYERS IN DISTRICT December 31, 1998 (Unaudited) 

Conoco, Inc. PPG Industries, Inc. Condea Vista Chemical Company Citgo Petroleum Bell South Telecommunication Montell USA, Inc. Arco Chemical Co. Entergy Gulf States, Inc. Players Lake Charles, Inc. Hibernia National Bank 

Tvne of B Refinery Chemical plant Chemical plant Refinery Telephone company Chemical plant Chemical plant Electrical company Gaming Bank 
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Percentage 1998 of Total Assessed Assessed Valuation V~luation 5.79% 4.96 2.80 2.63 1.90 1.88 1.71 1.28 1.09 .9~ 



LAKE CHARLES HARBOR AND TERMINAL DISTRICT 

DATE OF INCORFORATION~ 1926 

MISCELLANEOUS STATISTICS December 31, 1998 (Unaudlted) 

FORM OF GOVERNMENTs Political SubdlvJsion of State of Louisiana 
GEOGR~PHIC/LL LOCATION: Latitude 30 13' North Longitude 90 15' West 32 miles inland from Gulf of Mexico 
TEMPERATURE: 77,6 maximum average 63.7 minimum average 71,2 mean Average yearly rainfall 53.03 inches 
GENERA/, CARGO FACILITIES: 935,835 sq. feet of transit sheds 606,300 sq. feet of warehouse (available for lease) 

NUMBER OF EMPLOYEESs 127 
ARRIAL CLE/~CEs Highlines 1-210 Bridge 
ELEVATXONz Sea level to 20 feet 
TIDAL INFORMATION Mean tide level Diorhan range Neap tides Spring tides 
PRINCIPAL CARGO: Flour Rice Soybeans Other grains Wood chips Rutile PUBLIC DOCKS: Dry cargo Ii - City docks Bulk materials I - Bulk Terminal No. I - Rosebluff Bulk materials i - Bulk Terminal No. 4 - Westlake Open berth i - City docks Grain elevators i - City docks Liquid bulk ____2 ~ City docks 
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Table 14 

170 feet 135 feet 

1.0 feet 2.0 feet MLWN 0.3 feet MHWN 1.0 feet MLWN 0.0 feet MHWS 1.8 feet 
Petroleum coke Petroleum products Barite Fertilizers Linerboard/newsprint 
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LAKE CHARLES HARBOR AND TERMINAL DISTRICT LAKE CHARLES, LOUISIANA 

REPORTS ON COMPLIANCE AND INTERNAL CONTROL OVER FINANCIAL REPORTING, SUPPLEMENTARY INFORMATION, COMPLIANCE RELATED TO $25,000,000 LAKE CHARLES HARBOR AND TERMINAL DISTRICT PORT IMPROVEMENT REVENUE BONDS, SERIES 1994, AND COMMUNICATION TO OVERSIGHT GROUP YEAR ENDED DECEMBER 31, 1998 
Under provisions of state iaw, this report is a public document. A copy of the report has beeh submit~ ted to the audited, or- reviewed~ entih, end other appropri~i.e publi6 o~ic:,..'fis. I hc repo% is ~vaiisbie f6r ~" ":,~b- ip.Sp~.tst[e~ at ttie N[,ied -" -U.:o t,ffi:'e Of ~I;le L{::~i,g!~i:[ivd AUdt: u,-~d, where: a#p~-eO~i:a~e, at t~;;~ ~ :~ o,~ the p~!i~h ~.>le:~~, 61~ eod~... ~,'~ease Date; 



LAKE CHARLES HARBOR AND TERMINAL DISTRICT December' 31, 1998 

Report on Compliance and on Internal Control over Financial Reporting Based on an Audit of Financial Statements Performed in Accordance with Government Auditing Standards Independent Auditor's Report on Supplementary Information Schedule of Supplementary Information Independent Auditor's Report on Compliance Related to $25,000,000 Lake Charles Harbor and Terminal District Port Improvement Revenue Bonds, Series 1994, Based on an Audit of General Purpose Financial Statements Performed in Accordance with Government Auditing Standards Communication to Oversight Group 
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MCELROY, QUIRK &~ BURCH A l',~!fi'ssional (o,/,omtion ~ Cc~tifi~d I'ublit Accountants " Since 1925 800 Kidw Strcct ~ I',O. Box 3070 ~ lake Chal]cs. I.A 70602-307(I C~d W ( omeaux, CPA Barhar., ! h,l~,., (;o.,z~les, CPA h,d~,m I M,Ca,m it, (PA Martin 1 Chehotsk~, CPA, CFI R,~bcn M. Gani. Ci'A "Ima 1 I)emarest, CPA, (VA 

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
Board of Commissioners Lake Charles Harbor and Terminal District Lake Charles, Louisiana 

(:hades I{ Quirk, CI'A (hra? J W,,od~ Jr, CI'A I~obcr~ [ C;wgilc, CPA ~'illlam A bdancuso, C['A Charlc~ 1. Me] Iro), C['A (19Iv 1997 Patrick 1. Reddi,i, (I'A (1926 1995) Irank 1} lhlrc(~, CI'A (1')21 1991) 

We have audited the general purpose financial statements of the Lake Charles Harbor and Terminal District, Lake Charles, Louisiana, a component unit of the State of Louisiana, as of and for the year ended Dece.d~er 31, 1998, and have issued our report thereon dated February 26, 1999. 
We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. 
ComPliance 
As part of obtaining reasonable assurance about whether Lake Charles Harbor and Terminal District'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 object 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. 

3 Melnbers Allle[ican Institute of Cerlified Public Accountants ~ Society of 1,ouisiana Certified Public Accotlntallts 



~ nt~n~l Pnntrnl hv~r ~in~n~iRl R~nort~no 
In planning and performing our audit, we considered Lake Charles Harbor and Terminal District's internal control over financial reporting in order to determinE! our auditing procedures for the purpose of expressing our opinion on the financia] 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 materia~ 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 reporting and its operation that we consider to be material weaknesses. 
We noted other matters involving the internal control structure and its operation that we have reported to the management of the Lake Charles Harbor and Terminal District, Lake Charles, Louisiana, in a separate letter dated February 26, 1999. 
This report is intended for the information of the Board of Commissioners, management, and the Legislative Auditor of the State of Louisiana. However, this report is a matter of public record and its distribution is not limited. 

Lake Charles February 26, Louisiana 1999 



MCELROY, QUIRK & BURCH A l'rq[essiona/ (ot/,oration o Certified Public Accountants ~ Since 1925 800 Kirby Stlcci ~ p.o. Box 3070 ~ lakt' Charles, I.A 70602-3070 (:arl \V C~omcau~, (:I'A B~rb~.l H.,sofl C;o~7~le~, (PA h,d.,., I xI~< ~,,,, h, CPA h~arlill 1 { hcllolsk,, CI'A, CII Rc,bcrl M. Gani, (PA "lma I. l)emartst, (I'A, CVA 
INDEPENDENT AUDITOR'S REPORT ON SUPPLEMENTARY INFORMATION 

Board of Commissioners Lake Charles Harbor and Terminal District Lake Charles, Louisiana 

( badc~ I~ Q,,iek, cl~,~ O.ay J ~,,,ds J ,.. C('A Robcrf } ( argile, (I'A Wilti~m A Ma,lcu~o, CPA Ch;~tlcs I Md Ir(w, (I'A (1')17 1997 ('~,trkk I Reddm, CPA (1')26 199S) Irank I), Butch. CI'A (1921 1991) 

We have audited the general purpose financial statements of the Lake Charles Harbor and Terminal District, Lake Charles, Louisiana, a component unit of the State of Louisiana, for the year ended Decer~)er 31, 1998, and have issued our report thereon dated February 26, 1999. These general purpose financial statements are the responsibility of the Lake Charles Harbor and Terminal District, Lake Charles, Louisiana, management. Our responsibility is to express an opinion on these genera] purpose financial statements based on our audit. 
We conducted 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 the audit to obtain reasonable assurance about whether the general purpose financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the general purpose financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. 
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Our audit was made for the purpose of forming an opinion on the general purpose financial statements of the Lake Charles Harbor and Terminal District, Lake Charles, Louisiana, taken as a whole. The accompanying schedule of supplementary information is presented for purposes of additional analysis and is not a required part of the general purpose financial statements. The information in that schedule 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 general purpose financial statements taken as a whole. 

Lake Charles February 26, Louisiana 1999 



LAKE CHARLES HARBOR AND TERMINAL DISTRICT SCHEDULE OF SUPPLEMENTA/~Y INFORMATION Year Ended December 31, 1998 
Professional service payments made to contractors for surveys, feasibility studies and special studies: v~n~r & Exn]enation Dr. Daryl Burkel Marketing p]an Cost/benefit analysis-economic benefit Center for Management Development Marketing plan Douglas W, McNeil, Ph.D. Cost/benefit analysis-economic benefit Lake Charales Stevedores, Inc Consulting fees 

7,138 3,500 
2.362 
3,500 
3,150 

Payments to member of the Board of Commissioners for per diem payments or compensation for services on the Board: None 
continued on next page) 



LAKE CHARLES HARBOR AND TERMINAL DISTRICT SCHEDI/LE OF SUPPLEMENTARY INFOPI4ATION Year Ended December 31, 1998 (Continued) 
Insurance policies in force as of December 31, 1998 po]icv Provider Policy NumbeK Pnl ]iCV Period Audubon Indemnity Company ACV604639 Commercial auto 10/1/98-9/30/99 Underwriters at Lloyds, London LH9611531 General liability 10/1/98-10/1/99 Coregis Insurance Co. POD0021641 Public official liability 12/31/98-12/31/99 Great American Insurance Company GCM-17743 Marine insurance 10/1/98-10/1/99 General Star AIG ARS-pNW017 Commercial Umbrella 12/31/98-12/31/99 Water Quality Insurance Syndicate 8512-07 Pollution liability 10/1/98-10/1/99 Steadfast Insurance Company SCC2723600-00 FELA American International South Insurance Company WC5842002RA Hartford Life & Accident Insurance Co. ETBI01464 The Fidelity and Deposit Co. of Maryland CCP0023647 

1011198-1011198 
Workers compensation insurance 6/18/98-6/18/99 Group business travel 10/3/98-10/3/99 Employee dishonesty bond 10/11/98-10/10/01 Protection Mutual Insurance Company 755901-96 Excess property 10/1/98-10/i/99 



MCELROY, QUIRK & BURCH A I',o/cs.JomTl (o,poration ~ Cot(ficd l'ublic Accounta.ts ~ SDlce 1925 80{I Kirby Strect ~ EO. Box 30"70 ~ lake Chadcs. LA 70602-3070 318 433-1063 " lax 318 436 6618 " I maih info~'quqb-cpa.con 
CarIkX Co.,eaux CI'A Bad,ara tlutm. Gonzalcs, CI'A h~d,o,, 1 M,C:~,,,, h el',\ Mar6n 1 (:hehot~k), (:PA, C} Robcr~ M Ga.i, CPA ],,a 1 l)emarcsu CPA, CVA (:haoLes P Quirk, CI'A ()~lay) Woods Jr, CI'A Robert t. Cargltc, CPA William A Mancuso. CPA Charles I. Mdlrob C['A (1917 1997 I'atdck J Rcddm. (:I'A 1192(. 1995) ] rank 1 ). Butch, CI'A {1921 1991) INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE RELATED TO $25,000,000 LAKE CHARLES HARBOR AND TERMINAL DISTRICT PORT IMPROVEMEN~I' REVENUE BONDS, SERIES 1994 BASED ON AN AUDIT OF GENER3~ PLrRPOSE FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

Board of Commissioners Lake Charles Harbor and Terminal District Lake Charles. Louisiana 
We have audited the general purpose financial statements of the Lake Charles Harbor and Terminal District, Lake Charles, Louisiana, a component unit of the State of Louisiana, as of and for the year ended December 31, 1998, and have issued our report thereon dated February 26, 1999. 
We conducted 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 the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. 
Our audit included a review of the terms of the Letter of Credit and Reimbursement Agreement dated as of August i, 1998 between Lake Charles Harbor and Terminal District and Credit Local de France relating to $25,000,000 Lake Charles Harbor and Terminal District Port Improvement Revenue Bonds, Series 1994 and the related documents as they relate to accounting matters. During the course of our audit, and as of the date of this report, we obtained knowledge of no instances of default or event of default as defined by this agreement. 
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The District has complied with Section 8.09(h) Insurance of the Amended and Restated Trust Indenture between Lake charles Harbor and Terminal District and Hibernia National Bank of Lake Charles, as Trustee, dated as of January i, 1994, $25,000,000 Lake Charles Harbor and Terminal District Port Improvement Revenue Bonds, Series 1994. As required by paragraph 3 of this Section 8.09(h), a listing of all policies carried by the District as of December 31, 1998 is included in the supplementarY information section of these reports. All insurance premiums upon the insurance policies to which reference is herein before made have been paid. 

Lake Charles February 26, Louisiana 1999 
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COMMUNICATION WITH OVERSIGHT GROUP 

Board of Commissioners Lake Charles Harbor and Terminal District Lake Charles, Louisiana 

Charles E Quirk, CI'A ( hra} J ~Xoods ] ~, CI'A Robert 1( ( argil~, CI'A '),ql]iam A h{allfilso, (][~ Gharle, ] McI Imb CPA (1917 199~) Patrick j R,.ddm, CI'A (I 926 1995} ta~ank l). Butch, (]'A (1921 1991) 

We have audited the general purpose financial statements of the Lake Charles Harbor and Terminal District, Lake Charles, Louisiana, a component unit of the State of Louisiana, as of and for the year ended Decenlber 31, 1998. In connection with this audit, we are required by our professional standards to conmtunicate certain matters related to the conduct of the audit to those who have responsibility for oversight of the financial reporting process. Statement on Auditing Standards No. 61 requires the auditor to ensure that the oversight group receives additional information regarding the scope and results of the audit that may assist the group in overseeing the financial reporting and disclosure process for which management is responsible. 
Matters to be Comm%inicated The Auditor's responsibility under generally accepted auditing standards Generally accepted auditing standards require that we plan and perform the audit to obtain reasonable assurance about whether the 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 assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. An audit conducted in accordance with generally accepted auditing standards is designed to obtain reasonable, rather than absolute, assurance about the financial statements. Because of the concept of reasonable assurance and because we did not perform a detailed examination of all transactions, there is a risk that material errors, irregularities, or illegal acts, including fraud and defalcations, may exist and not be detected by us. In planning and performing our audit of the financial statements, we considered its internal control structure 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 structure. 

1:1. Membel s Amelican Institute of Celtified Public Accountants ~ Society of ],ouisiana Certified Public Accountants 



Significant accounting policies. The District is an enterprise fund type and employs accounting principles established for proprietary funds as set out by the Governmental Accounting Standards Board and pertinent authoritative pronouncements from other organizations. Significant accounting policies and procedures include recognition of revenues and expenses on the accrual basis of accounting. 
Management Judgments and accounting estimates Accounting estimates are an integral part of the financial statements prepared by management and are based upon management's current judgments. Those judgments are normally based on knowledge and experience about past and current events and assumptions about future events. Significant estimates in the District's financial statements include depreciation, residual value of direct financing lease, and loss contingencies after considering opinion of legal counsel. These estimates were arrived at after taking into consideration the cost of the assets involved, the estimated life of the assets, and its estimated salvage or residual value, and the possibility of the occurrence of material losses. 
Significant audit adjustments There were no significant audit adjustments arising from the audit 
Other information in documents containing audited financial statements The comprehensive annual financial report for the Lake Charles Harbor and Terminal District for the year ended December 31, 1998 includes, in addition to the financial statements, management's discussion and analysis of financial condition and results of operations and certain statistical information. Our responsibility concerning management's discussion and analysis and the statistical information is to read the information for consistency with the information included in the financial statements. This information has not been audited by us and we express no opinion or any other assurance on this information. 
Disagreements with management For purposes of this letter, professional standards define a disagreement with management as a matter, whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter that could be significant to the general purpose financial statements or the auditor's report. We are pleased to report that no such disagreements arose during the course of our audit. 
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Consultation with other accountants In some cases, management may decide to consult with other accountants about auditing and accounting matters similar to obtaining a ~second opinion" on certain situations. If a consultation involves application of an accounting principle to the governmental unit's general purpose financial statements or a determination of the type of auditor's opinion that may be expressed on those statements, our professional standards require the consulting accountant to check with us to determine that the consultant has all the relevant facts. To our knowledge, there were no such consultations with other accountants. 
Major issues discussed wlthmanagement prior to retention The auditor should discuss with the oversight group any major issues that were discussed with management in connection with the initial or recurring retention of the auditor including, among other matters, any discussions regarding the application of accounting principles and auditing standards. No major issues were discussed with management prior to the recurring retention of this firm to perform your annual audit. 
Difficulties encountered in performing the audit We encountered no difficulties in dealing with management in performing our audit. To the contrary, we take this opportunity to recognize the excellent assistance and cooperation rendered to us by management and staff during the performance of the audit and completion of our reports thereon. 
This communication is intended solely for the information and use of the Board of Commissioners, management, and others within the organization as considered appropriate by the Board. 

Lake Charles February 26, Louisiana 1999 
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Mr. Glenwood W. Wiseman, Executive Director and the Board of Directors Lake Charles Harbor and Terminal District Lake Charles, LA 70601 

(:a,l ".\ C,,n,eau~. CI'A Bad,.,raa L lu,s<,,, Gon,ales CI'A j,,d~,., I M~C~,,. I,, (I'A Martill l ([hehot~k), C]'A, C}I koberr M (;anl, (:L'A "lin~ l IXmarcst, CI'A, (VA Charles I! Quirk, (1',\ Oz,~y J W,,ods ),, CPA Rol,err 1. ( argiIt. CPA "~'illiam A M mcu~o. CI'A Cha,lt, I Mdlr,9, CI'A (191~ 1997) PatrickJ I(,ddln CPA (1926 19951 } ral~k D hurd*. CI'A (1921 1991) 

We have audited the general purpose financial statements of the Lake Charles Harbor and Terminal District, Lake Charles, Louisiana, a component unit~ the State of Louisiana, as of and for the year ended December 31, 1998, and have issued our report thereon dated February 26, 1999. In cornnection with that audit, we present the following comments and suggestions for your consideration. Each of these matters was discussed wlth the Director of Administration and Finance and his comments are included. 
INTERNAL CONTROL REVIEW - AND DOCUIMENTATION: 
CAPITALIZATION OF ASSETS It was noted that Project 94-CIP-18 appeared to be substantially complete as of 9-16--98 but $4,388,355.35 remained in the construction in progress account rather than as a capital asset. The asset should be capitalized when substantially complete and placed into service. We recommend monitoring of construction in progress projects with review at an appropriate level of management to insure inclusion in the proper classification as the project progresses. 
Management comments: Procedures are being implemented to facilitate the flow of information, about the completion of capital projects, from the engineers to the accounting department. These procedures should improve the timeliness of entries to close out construction in progress, to record the assets in the appropriate accounts, and to begin recording depreciation, as required. 
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Lake Charles Harbor and Terminal District Page 2 
LEASE DATABASE Because of the number of leases in effect, the complexity of the leases, and the variety of information, dates, 8ctions that must be tracked regarding such leases, we suggest management consider establishing a more structured database, including policies and procedures, to assist management of[ the leases. This database should satisfy the compliance monitoring/reporting of lease types and activities. It should be well planned to facilitate the daily management of the lease activity and serve as a source of concise summary data from the actual lease contracts. The database should be updated andreviewed frequently for completeness and could be used as a management planning and analytical tool. Procedures regarding lease revenues, particularly ~CPI" rate adjustments for leases, were discussed in the prior year and we suggested using a tracking method to avoid missing important date specific events. A tracking method has been developed and implemented by the real estate department and could be integrated into the database discussed above. 
Management co~m~ents with the installation of a Local Area Network (L/IN) at the District and an upgrade of basic computer programs (Microsoft Office), an upgrade of the existing database will be designed and made accessible to various in-house users. It is the goal of management that the database address several issues including but not limited to: I. 2. 3. 4 5 6 7 8 9 I0 

Lessee Lessee address Site description Effective data Anniversary dates Terms Renewal options Rental rate Rate adjustment indexes (CPI, etc.) Criteria to determine lease type and activities 
Our review of incompatible responsibilities as it relates to segregation of duties revealed several areas management should revisit to strengthen and improve internal control. These areas were discussed with the Director of Administration and Finance and with the Accounting Manager. A prior year suggestion, this continues to be an area requiring further consideration. 



Lake Charles Harbor and Terminal District Page 3 
Management co~ents This area is currently under review to determine how duties can better be distributed to meet the District's needs and strengthen internal control. 
OVERTIME During 1997 it was noted that overtime appeared to be ~tnusually high. We revisited overtime in 1998 and noted that some areas showed improvements while others continued to appear high. As suggested in the prior year, we recommend that management review these areas in order to determine if overtime is the most functionally expedient and economical management of persornlel time. 
Management co~mments Management continues to monitor the overtime hours and will take appropriate actions where necessary. 
INTERNET/COMPUTER USE POLICY During early 1999, the District installed an upgraded computer network system and provided Internet access at multiple terminals throughout the District. We suggest management adopt an administrative policy regarding employee use of the District owned computers and the use of the Internet via District o~led computers. Each employee who utilizes a computer and who may access the Internet should be provided this policy statement and should furnish a statement to management that they are aware of the policy and will comply with its requirements. 
Management cou~nents A policy currently exists and will be reviewed for possible changes in light of the District's new computer system. Any such changes will be written and adopted during 1999. 
PURCHASE REQUISITIONS PROCESSING As discussed in the 1997 management letter, regarding the purchase requisition processing system, we noted that it is within the capability of the purchasing department to change historical data entries for purchase orders. This includes vendor number, address, and virtually all data except the item/amotunt purchased. This condition continued to exist 
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during 1998. We suggest management review these systems to determine if changes are required to strengthen internal controls in this area. 
Management couHnents: Th~s problem is a programming problem. It is being discussed with the District's outside programmer to determine the cost/benefits of correcting the problem. The District continues to monitor this area and provide instructions in order to minimize the possibility of this error occurring. 
PRIOR YEAR ISSUES other comments and suggestions, not previously discussed, included in our letter to the Executive Director as a result of our audit of the general pul~pose financial statements of the District for the year ended December 31, 1997 are presented below: Retirement of assets: We suggest better documentation as to the authorization for disposition of retired fixed assets. As commented by management in the prior year, the use of a ~Retirement of Fixed Assets" form was implemented, periodic field inventories of fixed assets were performed during the year, and reporting by supervisors to accounting of changes in fixed asset items was improved. Travel expense policy and doctunentation: A number of immaterial instances of noncompliance with District travel policy related to gratuities and use of District vehicles were noted. The District's policy regarding gratuities was changed to allow slightly higher gratuities in certain cities when entertaining current or potential customers. Additionally, employees were reminded, when using District credit cards for the purchase of fuel, to identify the vehicle being refueled and themselves or* the charge slip. Our testing identified no noncompliance with these policies. District vehicles: We noted there was no formalized policy for the documentation of the use of District vehicles. Documentation of the use of District vehicles was documented during 199~hythe use of a log book f~r each vehicle. A formalized policy regarding the use of District vehicles was adopted in March, 1999. Data entry consistency: Pertinent information such as the name and date of personnel entering data in the computer system was not consistently noted on certain authorization forms. This inconsistency in documentation was noted 
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and corrected for the 1997 records. Personnel were made aware of the oversight and were provided additional instruction, as necessary. Our procedures identified no such inconsistencies during 1998. Cancellation of As indicated documentation during 1998. 

ship arrivals~ in the 1997 management letter, suggestions regarding of berth application cancellations were implemented 
Corrected invoices: This comment concerned the documentation changes resulting from invoices that had been reissued for corrections. Management developed a form to address the issue and implemented its use during 1998. Backup of traffic computer filesz We noted in the prior year that certain computer files in the traffic department were not adequately backed up. This condition continued through 1998. However, as previously discussed, management is in the process of upgrading the computer network system and this should adequately address the backup requirements of the traffic department. 

If you have any questions about any of these matters, or would like to discuss them, please do not hesitate to contact us. We appreciate the cooperation extended to us by District staff during the audit and look forward to working with you in the future. 

Lake Charles February 26, Louisiana 1999 


