
Statements of Cash Flows - For purposes of the statements of cash flows, cash and cash equivalents include unrestricted cash, unrestr/eted certificates of deposit and restricted cash. Recently lssuedAceountlng Standards - In March 1997, the Governmental Accounting Standards Board ("GASB") issued GASB Statement (GASBS) No. 31, "Aceounting and Financial Reporting for Certain Investment~ and for External Inv~:stment Pools." GASBS No. 31 requires that all investments be reported at fair value with gains and losses; included inthe statement and revenues and expenses. GASBS No. 31 will be effective for the year ending December 31, 1998. At December 31, 1996, the market value of investments exceeded carrying value by $1,195,896. 2. CASH AND INVESTMENTS The following are the component,; of the Airport's cash and investments at December 31, 1996 Unrestricted Restricted Total $ 3,798,899 $ 4,857,160 $ 8,656,059 13,977,727 3,717,828 17,695,555 86.074.197 86.074.197 $17r776~626 $941649r185 $112r425~811 The following are the component s of the Airport's cash and investments at December 31, 1995 
Cash Certificates of deposit U.S. Treasury obligations 

Unrestricted Restricted Total $14,643,467 8,366,076 
$23.009.543 

$ 1,629,376 7,400,903 181063,241 $ 16,272,843 15,766,979 1181063,241 $150.103.063 For purposes of the statements o:Fcash flows, the Airport considers the following to be cash and cash equivalents: 
Unrestricted cash Unrestricted certificates of del~osit Restricted cash 

December 31 1996 1995 $ 3,798,899 13,977,727 4.857.160 $14,643,467 8,366,076 116291376 $22~633r786 $24r638~919 
At December 31, 1996, the carr)~ng amount of the Airport's unrestricted and restricted cash deposits was $26,351,614, and the bank balatkcc Was $25,295,288. Cash and certificates of deposit, both unrestricted and restricted, were covered by (ollaterai held by the financial institution in the Airport's name. 
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State statute authorizes the Airpo:'t to invest in U.S. bonds, treasury notes and other federally insured investments. The. Airport's short-Lerm investments are. categorized below to give an indication of the lovd of risk assumed by the entity at y~r-end. Category 1 includes investments that are insured or registered or for which the securities are held by the Airport or its agent in the Airport's name. Category 2 includes uninsured and unregistered invest a~ents for which the securities are held by the financial institution's trust dcpamnent or agent in the Airport's name. 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. Airport's name. 
U.S. Treasury obligations 

Category 1 2 3 
3. SUMMARY OF RESTRICTED ASSETS 

Carrying Value 
$ - $ 86.074.197 

Market Value 

Assets restricted for specific purposes in accordance with bond indenture and other legal restrictions are composed of the following at Dex~ember 31, 1996: 
Cash and oeaifieat~ ofdepos~ U.S. Treasury obligalior,; TOTAL 

Debt Service Fund 
Debt ,~rvice Ilese~e Fund 
RevenUe Bond Escrow Fund 
Rtnew&l and Replacement Fund CJ~r Imlxowmenta Funds 

$ 130,108 $ 74,040 $ 5,011 $ 1,630 $ 747 $ 8,363,452 $ 8,574,98g .._33,697,.2_28~6 l..__~.,r 106,621 _..~.514~ 1 1,999r119 5,054r753 55~702r017 86,074rl97 $._3,827,394 $19t180~661 $ 519,412 $ 2,0001749 $ 510~SrJ0q. $ 64r065r469 $ , 94r649t185 
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Depreciation is provided over the estimated useful lives of the assets using the straight-line method commencing with the date of aeq aisition or, in the case of assets constructed, the date placed into service Depreciation of property acquiroi or constructed through resources normally restricted for capital aequisitiun, such as capital grants, is included as an operating expense in the s~atements of revenues and expenses but is transfu~ed to the related contriboted capital account. RestrlctedAssels - Restricted as ~ets includc investments required to be maintained for debt service, capital additions and contingenci.=s, operatiuns and maintenance and escrow under the indentures of the revenue and refunding bonds, as well as investments to be used for the construction of capital improvements. Due To/Due From the City of ?lew Orleans - Amounts recorded as due from the City of New Orleans primarily relate to the costs of C..ty services provided to the Airport. The cost of such services was $558,361 and $614,880 for the )'ears ended December 31, 1996 and 1995, respectively. Bondlnsurance - In conjunction with bonds issued in 1993, insurance was purchased which guarantees the payment of band principal ar,d interest and expires with the final principal and interest payment on the bonds. The insurance costs were: capitalized at the date of issuance and are being amortized over the life of the bonds using the interest m ~thod, RevenueRecognltlon - Landing fees and facility rcntuls are recorded as revenues of the year for which earned. In accordance with the lease agreements, the airlines using the Airport are required to pay fees and charges in an amount which when combined with other revenues, are sufficient to pay operating and maintenance expenses of the Airport and meet all other financial requirements established by the General Revenue Bond "_Crust Indenture, including 125% of annual debt service on the outstanding revenue bonds. Landing fees and facility rentals required under the lease agreements are established on a prospective basis and adjusted based on actual results. On an annual basis, the airlines are either charged or credited for any deficiency or excess between revenues collected during the year and actual requirements for the 
Passenger Facility Cliarges - On June 1, 1993, the Airport began imposing, upon approval of the Federal Aviation Administration (the "FAA"), a $3.00 Passenger Facility Charge ("PFC") on each passenger enplaned at the Airpo::t. The Airport is authorized to collect up to $191,955,082 of PFC revenue, all of which is pledged to secure the Series 1994 Revenue bonds, which funds construction of pre-approved capital projects. "]'he estimated expiration date on PFC revenue collection is January 1, 2014. Federal andState FinanclalA~slstance. The Airport receives financial assistance for costs of construction and improvements '~o airport facilities through grants from the FAA and funding from the State of Louisiana's Transportation Infrastructure Model for Economic Development ("TIME"). As use of the funds is the prime factor lbr determhfing eligibility for financial assistance, the financial assistance received is credited to contribotod capital at the time these costs are incurred. Vacation and Sick Leave - All :~ull-time classified employees of the Airport hired prior to January 1, 1979 are permitted to accrue a 1aaximum of 90 days of vacation (annual leave) and an urdimited number of days of sick leave (aceumula|ed at a maximanr of 24 days per year). Employees hired after December 31, 1978 can accrue a maximunl of 45 days annual leave and an unlimited number of days of sick leave. Upun termination of employment, an employee is paid for their accrued annual leave based on their current hourly rate of pay ;rod for their accrued sick leave on a formula basis. If termination is the result of retirement, the employee has the option of converting their accrued sick leave to additional years of service. Annual leave and sick leave liabilities are accrued when incurred. -10- 



NEW ORLEANS INTERNATIONAL AIRPORT 
NOTES TO FINANCIAL STATEMI-NTS YEARS ENDED DECEMBER 31, 1996 and 1995 
1. SUMMARY OF SIGNIFICAI~ T ACCOUNTING POLICIES The New Orleans International Airport (the "Airport") is a proprietary component unit of the City of New Orleans, Louisiana. The New Orleans Aviation Board (the "Board") was established in 1943 to provide for the operation and maintenanc.~ of the Airport. The Board consists of nine members appointed by the Mayor of the City of New Orlem~ with approv',d of the New Orleans City Council. The City of Keuner, Louisiana and the Parish of St. Charles, Louisiana each have input as to the selection of one board member. The accompanying policies of the; Airport conform to generally accepted accounting principles as applicable to proprietary component units of governmental entities. A summary of the Airport's significant accounting policies follows: Basis ofPresentatlon - Propriettry fund accounting is used for the Airport's ongoing operations and activities which are sinfilar to those often found in the private sector. The measurement focus is upon determination of net income. Th: Airport is a proprietary component unit and accounts for operations (a) that are financed and operated in a manner similar to private business enterprises where the intent of the governing body is that the cost (expenses, including depreciation) of providing goods or services to the general public on a continuing b~tsis be financed or recovered primarily through user charges and (b) where the governing body has decided that periodic determination of revenues earned, expenses incurred, and/or net income is appropriate for capital maintenance, public policy, management control, accountability, or other purposes. Basis ofAccountlng - The accompanying financial statements have been prepared on the accrual basis of accounting under which revenue!; are recognized when earned and expenses are recognized when incurred. Accounts Receivable .. An allowance for estitnated uncollectible accounts receivable is established at the time information becomes available which would indicate the uncollectibility of the particular receivable. Inventory - The inventory of materials and supplies is valued at cost, determined by the first-in, first-out method. Investments - Investments are slated at cost or amortized cost. Property, Plant and Equipmem' - Property, plant and equipment are carried at cost. Additions, improvemeats and other capital outlays that significantly extend the useful life of an asset are capitalized. Other costs incurred for repairs und maintenance are expensed as incurred. In situations involving the construction of certain assets financed with the proceeds of tax--exempt borrowings, interest earned on related interest-bearing investments from such proceeds are offset against the related interest costs in determining the amount of interest to be capitalized. $678,363 and $697,036 of interest income in excess of related interest expense was r,:cognized as a reduction in the cost basis of era-going construction projects during 1996 and 1995, :respectively. 

-9- 



NEW ORLI-ANS INTERNATIONAL AIRPORT 
STATEMENTS OF CASH FLOWI.~ YEARS ENDED DECEMBER 31, 1996 AND 1995 
CASH FLOWS FROM OPERATING ACTIVITIES Operating income Adjustments to reconcile operating ~acome to net cash provided by operating aetiviti~.~s: Depreciation Decrease in allowance tbr doubtfid accounts Changes in assets and liabilities: Lncrease in accounts receivable Increase in inventory of materials and supplies (Increase) decrease in prepaid e~:penses and deposits Increase (decrease) in accounts payable (Increase) decrease in due to/from City of New Orleans Other Total adjustments Net cash provided by operating activities CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES: Acquisition and construction of property, plant and equipment Capital grants received Principal paid on revenue bond maturities Interest paid on bonds Residual equity transfers Proceeds from issuance of bonds Cost of bond issuance and iasuran ze Payments made to refund bonds Passenger facilities charges collected 

1996 1995 
$ 4,477,373 $ 3,271,613 
13,384,800 (106,101) (4,201,993) (40,169) (44,864) (813,873) (151,237) (3,462~290) __ .4~564,273 9.041.646 
(66,685,423) 24,907,374 (4,425,000) 03,479,$48) (2oo,ooo) (15,138) (5,895,000) 11.448.305 

12,986,813 (117,602) (1,293,726) (16,612) 296,381 1,552,798 321,552 5~342~338 19.071.942 22~343r555 
(22,964,526) 12,451,826 (2,445,000) (14,045,516) (200,000) 21,645,000 (554,054) (23,650,000) 10.751.033 Net cash used in capital and r :lated financing activities (54~344,730) (19,011,237) 
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NEW ORLEANS INTERNATIOI~ STATEMENTS OF CHANGES IN EQUH YEARS ENDED DECEMBER 31, 1996 / 

Balar~~ ILl Jsmuary 1,1995 A~ (d,~c~) d~e, year ead~l De~.~xtbet 31, 1995: Ctplt=l ~ts Capital ~ts administered by th~ State of Louisiana TIME funds Depreciation fat the year aa aJucct~ ~quircd through ~.,Lpital gr~nts =ubd St~ funding Residual equily tnmsfer lncru~ (de~'.ase) in r-~'fves Inoome to rciain~l earnings 

Cordributlons ( trorn the C.y of New Ofleani $ 3.274,912 $ 

(200,000) 
l~al~ce~Decelnber31.1995 3,074,912 Add (deduct) d.tage~ during yett ended December 31, 1995: Capital grants C.,~,~ grants ad~nhrteted by the State of Louisiana Deprec'iation lbr the year ~ assets scquired through captUd graa= sad State funding Residual equ try lransfer Increase (deorcas~) in reserves lnctm~ to reU~qed earaings 

(2,403,768) (2,403,768) 
2,s74,9~2 s 147r034,047" .s (35,022,3ss) s 112~02~r659' s 75,ooo#oo s (3rg,;4,1~o) 
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NEW ORLI-'ANS INTERNATIONAL AIRPORT STATEMENTS OF REVI=NUES AND EXPENSES YEARS ENDED DECEMBER 31. 1996 AND 1995 
OPI'RATING REVENUES (Note 8): Landing and airfield fees Terminal building Rental building Leased areas 
Total operating revenues OPERATING EXPENSES: Direct Depreciation: On assets acquired with Airport awl City Funds On assets aczluired through capital grants Administrative General maintenance Utility building expenses Total operating expenses 
OPERATING INCOME NONOPERAT]NG REVENUES (EXPENSES) Interest income Interest expense Passenger facility charges (Note 1) Ol~her, net Total nonoperating revenues, net NET INCOME TRANSFER OF DEPRECIATION ON ASSETS ACQUIRED THROUGH CAPITAl. GRANTS TO CONTKIBUTED CAPITAL ACCOUNTS INCOME TO RETAINED EARNINGS 
See notes to financial statements 
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1996 1995 

50.101.655 
$ 18,337,224 26,538,638 230,702 5621589 
45.669.153 

12,033,951 10,761,513 9,594,651 3,790,149 19,024,607 1,164,299 16.625 
9,321,054 3,665,759 17,500,641 1,128,496 20.077 

45,624~282 42,397,540 4~477~373 3~271~613 
7,001,218 (14,756,377) 11,448,305 (1,563,920) 

8,762,482 (15,414,663) 10,751,033 (1r598~235) 
6,606,599 5,772,230 
3.790.149 3.665.759 $ 9.437.989 



LIABILITIES AND FQUITY CURRENT LIABILITIES: A~a~ounts payable Due to City of New Orleans Acerued salaries and other comperu:ation Acerued bond interest payable Bonds payable, eurrent portion (Notes 3 and 5) Capital projex:ts payable 
Total current liabilities LONG-TERM I)EBT: Bonds payable, less earTent portion ~nd unamortized loss on advance refunding (Note 5) Total liabilities 
EQUITY (Note 6): Contributed capital City of New Orleaaas Federal grants Slate of Louisiana FAA contribution restricted for futaure projects Total contributed capital Retained earnings: Reserved for bond debt service Reserved for capital additions and oonfingeneies Reserved for revenue bond escrow Unreserved Total retahled earnings Total equity TOTAL 
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1996 1995 
4,638,273 198,936 1,253,069 771,803 6,550,000 6,922,989 

5,452,146 409,117 1,177,064 869,721 4,425,000 9,805,586 
20,335,070 22,138,634 
223.433.744 243.768.814 
2,874,912 112,021,659 71,135,830 1~301r696 
19,180,661 2,000,000 519,412 24.153.794 45.853.867 

256r642,931 
3,074,912 81,919,321 72,522,211 1.301.696 158.818.140 
19,268,340 2,000,000 522,341 13.666.438 35.457.119 233,187,964 194,2751259 $476.956.778 $450.918.190 



NEW ORLEANS INTERNATIONAL AIRPORT 
BALANCE SHEETS DECEMBER 31. 1996 AND 1995 
ASSETS CURRENT ASSETS: Cash and certificates of deposit (No'~ 2) Accounts receivable, less allowance for doubtful accounts of $951,432 in 1996 and $1,057,533 in 1995 Interest receivable Inventory of materials and supplies Prepaid expenses and deposits Due from City of New Orleans Total current assets 

1996 1995 
$ 17,776,626 $ 23,009,543 
9,319,890 1,046,108 253,550 966,711 675~229 

5,011,796 1,670,722 213,381 921,847 1.036.647 30,038,114 31,863,936 
Restricted assets, including cash and ,:ash equivalents of $4,857,160 in 1996 and $1,629,376 in 1995 (Notes 2 and 3) 94,649,185 127,093,520 
Property, plant and equipment, net (l~ote 4) 
Prepaid insurance on revenue bonds, less accumulated arnortization of $595,338 in 1996 and $431,200 in 1995 

347,835,887 286,936,532 

1,405,662 1,569,800 
Deferred cost of bond issuance, less ~.ccumulated amortization of$1,211,318 in 1996 and $769,703 in 1995 3,027,930 3,454,402 
TOTAL See notes lo financial statements 
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$450.918.190 
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NEW ORLEANS INTERNATIONAL AIRPORT 
Financial Statements and Supplemental Schedules for the Years Ended December 31, 1996 and 1995 and Independent Auditors' Report 

jnder provisions of State law, thts report is a p~;blic document. A copy of the report h~: .=; be~n st ~bmit- ted to the ~,~,d;~eC, o' r~.~viewed, entity and edge: a,pf,,-o!";'ia|e public officials. The tepod is avaitable for public hlspectio~ at the Baton Rouge office of the l.egislative Audi- tot and, where ap;~ro~ria~e, at the office of the parish clerk of court q~lease Date ,,]UN 2 5 1997 
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INDEPENDENT AUDITORS' P, EPORT 
New Orleans Aviation Board New Orleans, Louisiana 

Suite 3700 Telephone: (504) 581 One Shell Square Facsimile: f504) 561 701 Poydras Street New Orleans. Louisiana 70139 3700 

We have audited the aecompanyin ~ financial statements of the New Orleans International Airport (the "Airport"), a proprietary component unit of the City of New Orleans, as of December 31, 1996 and 1995 -'rod for the years then ended, listed in the foregoing table of contents. These financial statements are the responsibility of the management of the Airport. Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in aceorcance with generally accepted auditing standards and Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require ha,at we plan and perform the audit to obtain reasonable assurance about whether the financial statements are fi'ec of material misstatement. An audit includes examining, on a test basis, evidence supporting the lanounts and disclosures in the fu~mcial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial .,,'tatement presentation. We beliew that our audits provide a reasonable basis for our opinion. In our opinion, such financial statements present fairly, in all material respects, the financial position of the Airport as of December 31, 1996 ~md 1995, and the results of its operations and its cash flows for the years then ended in conformity with gent:rally accepted accounting principles. Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken as a whole. The supplemental schedules listed in the foregoing table of contents are presented for the purpose ufadditional analysis and are not ~ required part of the basic financial statements. These schedules are the responsibility of the Airport's maa~gement. Such schedules have been subjected to the auditing procedures applied in our audit of the 1996 fwaneial statements and, in our opinion, are faidy stated in all material respects when considered in relati~~ to the basic financial statements taken as a whole. In accordance with Government A:,~diting Standards, we have also issued a report dated May 29, 1997 on cmr consideration of the Airport's :ntemal control structure and a report dated May 29, 1997 on its compliance with laws and regulations. 
May 29, 1997 
DoloitteTouche Tohmatsu International 
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Description Lafon Air parallel road North c~st/west taxiway Canopy East air c~argo, phase I1 Terminal loop road/traffic signalization Concourse E North security fence Airport signage 1 Airport signage II Terminal reflooring Perimeter road, stage 1II Program management - enviroamental permitting Terminal asbestos removal Water aad oil separator Concourse D renovation Directional A/F light, stage I Parabola room Directional A/F light, stage II Rehab runways/taxiways P11 Fire safety, stage 11 Surface movement guidance o)ntrol system West and ticket lobby renovation HVAC west/east terminal North/south runway Computer upgrade Concessions/leases project Perishable goods facility Capitalized interest 

Project Authorization 27,727 22,031 3,760,765 6,680,744 53,855 28,490,564 224,551 4,590,992 1,317,847 2,294,806 4,449,120 1,542,756 3,200,925 8,136,444 17,283,649 245,344 1,753,321 1,325,383 311,421 3,417,182 1,719 667,670 2,971,354 163,744 143,181 29,858 3,400,000 _ (1,114~074) 

Expended to December 31 1996 27,727 22,031 128,411 48,372 53,855 61,949 1,164 1,058,499 26,100 2,181,224 8,548 1,542,756 2,867,464 400,594 16,136,487 148,023 1,254,368 99,787 174,865 3,160,321 1,719 425,390 2,654,120 163,744 143,181 29,858 75,143 (1,114,074) $ 97.428.009 
The following is a sunmaary of ~ stirnated useful lives of property, plant and equipment depreciation at December 31: 
Land inaprovements Buildings and furnishings Equipment Utilities Heliport 

Estimated Useful Lives (Years) 

..]4- 

10-25 3-25 3-10 10-25 5-15 

Accumulated 1996 $ 63,391,538 77,053,429 3,756,202 1,155,544 2,212,877 991,634 2,006~064 $134.184.790 



[)eloitte& Touche LLP Suite 3700 Telephone: (504) 581 272/ One Shell Square Facsimile: (504) 561 729:-: 701 Peydras Street New Orleans. Louisiana 70139-3700 
INDEPENDENT AUDITORS' REPORT ON COMPLIANCE BASED ON THE" AUDIT OF FI ~IANCIAL STATEMENTS 
New Orleans Aviation Board New Orleans, Louisiana We have audited the financial statements of the New Orleans International Airport as of December 31, 1996 and for the year then ended, ~aad have issued our report thereon dated May 29, 1997. 



24,907,374 7,598,732 
(3,790,149) (200.000) (~7,679) (2,929) 10~396t748 10r396,7488 $ ] 9T180,661" S 2,0001000 $ 5191412 $ 24rl 53,794 $ 45r853,867 
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Deloitte& Touche LtP o-; t'"' Suite 3700 Telephone: (504} 581 ?/2 One Shell Square Facsimile: (504) 561. 729 701 Poydras ~;treet New Orleans. Louisiana 70139-3700 
INDEPENDENT AUDITORS' REPORT ON THE INTERNAL CONTROl. STRUCTURE BASED ON THE AUDIT OF THE FINANCIAL STATEMENTS 
New Orleans Aviatiou Bc~ard New Orleans, Louisiana We have audited the financial state ~cnts of the New Orleans International Airport as of and for the year euded December 31, 1996 and have issued our report thereon dated May 29, 1997. We conducted our audit in accord,xaee with generally accepted auditing standards and Government Auditing Statdards, issued by the Comptroller General of the United States. Those standards require t~at we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. The ~ement of the New Orlemxs tutem~ttiotual Airport is responsible for establisking and maintaining the internal control stricture. In fulfilling this responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not absolute, assur~mec that assets are safeguarded against loss from unauthorized use or disposition, and that tram~actions me executed in accordance with managemem's authorization and recorded properly to pemtit the preparation of financial statements in accordance with generally accepted acoounting principles. Bl~ause of inherent limitations in any internal control structure, errors or irregularities may nevertheless oce~r and not be detected. Also, projection of any evaluation of the structure to fizture periods is subject to the risk that procedures may become inadequate because of clmges in conditions or that the eflbctiveness of the design and operation of policies and procedures may deteriorate. In planning mid perfolming our audit of the financial statements of the New Orleans International Airport for the year ended Decombcr 31, 1996, we obtained an understanding of the internal control structure. With respect to the intenml control strueture, we obtained an understanding of the design of relevant policies and procedures and whether they have been placed in operation, and we assessed exmtrol risk in order to determine our auditing procedures for th~ purpose of expressing our opinion on the financial statements mad not to provide an opinion on the internal control structure. Accordingly, we do not express such an ophfion. 

DeloitteTouche Tohmatsu International 
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5. LONG-TERM DEBT Long-term debt consisq~ of the following at December 31, 1996 and 1995 
Series 1993A Taxable refunding bonds, variable rates, final maturity August 5, 1998 Series 1993B Refunding bonds, variable rates, final maturity August 3, 2015 Series 1993C Refunding bonds, variable rates, final maturity August 3, 2011 Series 1994 Revenue bonds, variable rates (4.4% at December 31, 1996), final maturity December 1, 2019 Series 1995A Refunding bonds, variable rates, final maturity August 1,2015 
Total Current portion Unamortized loss on advance refunding Long-telm debt 

$ 31,945,000 $ 34,420,000 139,620,000 140,020,000 3,185,000 3,285,000 
60,705,000 67,850,000 21.445.000 21.645.000 256,900,000 267,220,000 (6,550,000) (4,425,000) (26,916t256) (28,290,703) $223.433.744 Debt service requirements to malurity, including interest of $148,107,681, fox" all outstanding bonds are as follows: December 31 1997 1998 1999 2000 2001 Thereafter 

$ 45,200,868 17,867,690 18,061,448 18,128,046 18,263,981 287.485.648 $405.007.681 
The Series 1994 Revenue bonds were issued on December 13, 1994 in order to pay or reimburse the Airport for the cost ofconstrueti~m of certain projects approved by the FAA. These bonds are secured by a pledge of PFC revenue expecto~ to be collected through January 1, 2014. These bonds are also secured by certain Airport ftmds, including a portion of the Debt Service Reserve Funds. The Series 1994 Revenue bonds are subject to optional redemptions upon the collection of excess PFC revenues, as defined in the genenJ indenture. These prepayments may result in the optional redemption of all Series 1994 Revenue bonds b2: 2001. These bonds are also convertible to a fixed rate at any time at the option of the Airport. Until saeh time, the Series 1994 Revenue bonds are payable upon demand of the registered ogaaer thereof. Such demand, if any, would be satisfied through drawings under letters of credit expiring on December 12, 1999 with two banks. As such, these bonds are classified as long-term debt. -15- 



The above amounts do not include contingent rentals which may be received under most of the leases; such contingent rentals, includin ~ month-to-month concession agreements, amounted to $19,031,874 in 1996 and $17,739,196 in 1995. 9. COMMITMENTS AND CO]~TINGENCIES Self-lnsurance - The Airport is insured for hospitalization and unemployment losses and claims under the City of New Orleans self-insur~lce program. The Airport pays premiums to the City of New Orleans unemployment self-insurance program, and the Airport and its employees pay premiums to the City of New Orleans hospitalization self-insurance program. Claims and Judgments - There are several pending lawsuits in which the Airport is involved. Based upon management's review and ~:valuation of such lawsuits and the advice of legal counsel, the Airport believes that the potential claims resulting from such litigation and not covered by insurance would not materially affect the financial st~Ltements. Federal FinanclalAsslstance - The Airport participates in a number of federal financial assistance programs. Although the grant programs have been audited through December 31, 1995 in accordance with the Single Audit Act of 1984, these programs are still subject to financial and compliance audits b) govemmental agencies. Arbitrage - The Airport has issr ed tax-exempt bonds which are subject to arbitrage regulations of the Internal Revenue Service ORS), which regulations impose restrictions on the use of proceeds from tax- exempt bonds. If certain ofthes~ restrictions are not complied with, the bonds could lose their tax-exempt status retroactive to the date of original issuance and also result in the Airport being subject to arbitrage rebates. The Airport believes it is in compliance with the arbitrage regulations with respect to all of its tax-exempt bond issues. 10. INTEREST RATE SWAP ACREEMENTS The Airport has entered into interest rate swap agreements to reduce the impact of changes in interest rates on its Series 1993A-C and 1995A variable rate refunding bonds (see Note 5). As of December 31, 1996, the Airport had four interest rate swap agreements outstanding with a commercial bank (swap party), having total principal amounts of $31,945,000, $139,620,000, $3,185,000 and $21,445,000 for the 1993A, 1993B, 1993C and ] 995A issues, respectively. Pursuant to these swaps, the Airport is obligated to pay interest at a fix~l rate of 5.45%, 5.49%, 5.34% and 6.14% for the 1993A, 1993B, 1993C and 1995A issues, respec,~ively. The swap party is obligated to pay at a rate based on a floating rate market index. These agreements effectively adjust the interest rate on these debt issues to the respective amounts noted above. All four swap agreements commenced on January 4, 1993. The 1993A, 1993B, 1993C and 1995A agre~ ments terminate in August of 1998, 2016, 2011 and 2015, respectively. The Airport is exposexl to credit loss in the event of nonperfurrnance by the swap party; however, the Airport does not anticipate such nonperformance. A standby bond purchase agreenaent is also in effect over the life of the bonds whereby if the remarketing agent is unable to remarket these: variable rate bonds, there is a liquidity provider that agrees to purchase the bonds at the principal amour t plus interest. If the liquidity provider purclmses the bonds, the interest rate would be the prime rate or the prime rate plus two percent (if the bonds are held by the liquidity provider in excess of one year) not to exceed the maximum permitted by law, or twenty-five percent. 
-18- 



The City's contributiun was made from the sale of$11,500,000 of general obligation bonds. Annually, the Airport transfers a certain ar ~ount ($200,000 in both 1996 and 1995) to the City's Capital Projects Fund as partial repayment of the City's contribution. These amounts are reported as residual equity transfers in the statements of ehimges in equity. At December 31, 1996 and 1995, the cumulative amount transferred to the City under this arrangement was $8,355,737 and $8,155,737, respectively. During 1989, the TIME was e~Lblished which provides for the collection era special tax on all gasoline and motor fuels 1o be used for v,'a'ious transportation projects. Under the provisions of the TIME agreement, the State of Louisiana will act as administrator of the funding for $75 million of airport improvement projects over a fiw: year period which began in 1990. The State will also act as administrator for FAA grants wlfieh are associated with the TIME projects. The State provided $-0- and $27,974,351 of TIME funds during 1996 and 1995, respectively. The FAA provided $7,598,732 and $3,315,994 during 1996 and 1995, respectively, as administrated by the State under the TIME agreement. 7. PENSION PLAN Employees and offlecrs of the A'rport are eligible for membership in the Employees' Retirement System of the City of'New Orleans (the "Plan"), a defined benefit contributory retirement plan. A separate financial report on the plan for the year erded December 31, 1995 containing additional information required under GASBS No. 5, "Disclosure of Pension Information by Public Employee Retirement Systems and State and Local Government Employers," is available from the City of New Orleans Director of Finance. The Airport's annual contributioa to the Employees' Retirement System is based on the amount determined by the actuary of the Plan, which includes amortization of past service costs over a period of 30 years. The Airport's contfibr tion to the Plan for the years ended December 31, 1996 and 1995 was $674,055 and $655,050, respectively. At January 1, 1996 (latest inforr aation available), the Employees' Retirement System's actuarial present value of accumulated vested plan benefits was $172,089,000 and of accumulated non-vested plan benefits was $23,079,000. The actuarial market value of net assets available for benefits at that date amounted to $261,481,000. The assumed aw,~rage rate of return used in determining the actuarial present value of accumulated plan benefits was 7%. 8. RENTALS UNDER OPERA1 ING LEASES The Airport leases space in its terminal to various airlines, concessionaires and others. These leases are for varying periods ranging from one to four years and require the payment of minimurn annual rentals. Most leases are subject to adjustment upwards or downwards based upon the operational and capital requirements of the Airport. Le~ses with concessionaires require payment of percentage rent based on sales in excess of stipulated amoants. The following is a schedule by y, kar of aggregate future minimum rentals on noneancelable operating leases as of December 31, 1996: 1997 1998 
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$13,351,902 910.033 



The Series 1993A and 1993B Re:funding bonds were issued on February 12, 1993 in order to advance refund all debt issues previously outstanding. The advance refunding resulted in a difference between the rcaequisiticm price and the net carrying amount of the old debt of $32,184,971. In accordance with Governmental Accounting Standards Board Statement (GASBS)No. 23, "Accounting and Financial Reporting for Refundir~s of Delft Reported by Proprietary Activities," which was implemented during 1993, this difference, reported in the accompanying financial statements as a deduction from bonds payable, is being charged to operations through August 2016 on a straight-line basis. In connection with the advance r,~funding during 1993, irrevocable escrow deposits are being invested in U.S. Treasury obligations that, l~getber with interest thereon, will provide amounts sufficient for payment of all principal and interest on th~ refunded bonds. Accordingly, these refunded bonds along with the related escrow deposits are not s'aown on the accompanying balance sheets. At December 31, 1996, refunded bonds outstanding were: 
Ser|es 1987 1990B 

Refunded Debt Outstanding $62,850,000 9.195.000 
On June 6, 1995, the Airport iss,aed $21,645,000 in tax-exempt refunding bonds, Series 1995A, in order to redeem $23,650,000 of the Series 1993A taxable refunding bonds on August 2, 1995. The Airport has contracted with an underwriter to issue and deliver additional series of tax-exempt bonds in 1997, the proceeds of which villi be used to repay portions of the taxable refunding Series 1993A bonds. At December 31, 1996, $25,510,000 of the taxable refunding Series 1993A bonds have been classified as long-term debt in ec,rmection with this contract. A/so, see Note 10 for a discussion of the interest rate swap agreements in place for all ouk~'tanding 1993 and 1995 series bonds. The trust indenture under which the 1993 Series A-C and the 1995 Series A bonds were issued provides for the establishment of restricte:l funds for the following purposes: the payment of interest and principal on outstanding bonds; the purchase of land, and repairs, replacements, and/or renovations to the Airport; operation and maintensnce expe~ases for which amounts are not otherwise available; and future bond issuance costs. Consequently, the Airport has established the Debt Service Fund, the Debt Service Reserve Fund, the Renewal and Replacement Fund, the Operations and Maintenance Reserve Fund and the Reveune Bond Escrow Fund EQUITY Contributed capital re~'orded by the Airport represents amounts received from the federal and state governments and the C.ity of New Orleans to finance the cost of construction of airport facilities. 
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Our consideration of the internal oantrol structure would not necessarily disclose all matters in the iutemal control structure that might be material weaknesses under standards established by the American Institute of Certified Public Accountants. A ma~rial weakness is a reportable condition in which the design or operation of one or more of the specific internal control structure elements does not reduce to a relatively low level the risk that en'ors or irregularities in amounts that would be material in relation to the general purpose finaxmial 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 structure and its operation that w~ consider to be material weaknesses as defined above. This report is intended for the info:raation of the New Orleans Aviation Board, management and others vcithin the New Orleans Intematiozal Airport, and the Louisiana Legislative Auditor. However, this report is a matter of public record =rod its distribution is not limited. 
May 29, 1997 
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