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Independent Auditors' Report 

The Board of Directors 
Louisiana Energy and Power Authority 

W e have audited the accompanying balance sheets of Louisiana Energy and Power Authority (the Authority) 
as of and for the years ended December 31, 1998 and 1997, and the related statenrents of revenues, expenses 
and equity, and cash flows for the years then ended. These financial statements are the responsibility of the 
Authority's m anagem ent. Our responsibility is to express an opinion on these financial statem ents based on 
our audits. 

W e conducted our audits 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. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material m isstatem ent. An audit 
includes exam ining, on a test basis, evidence supporting the am ounts and disclosures in the financial 
statem ents. An audit also includes assessing the accounting principles used and significant estim ates m ade 
by m anagement, as well as evaluating the overall financial statement presentation. W e believe that our audits 
provide a reasonable basis for our opinion. 

In our opinion, the financial statem ents referred to above present fairly, in all m aterial respects, the financial 
position of Louisiana Energy and Power Authority at Decem ber 31, 1998 and 1997, and the results of its 
operations and its cash flows for the years then ended, in conform ity with generally accepted accounling 
principles. 

In accordance w ith Government Auditing Standards, we have also issued our report dated M arch 31, 1999, 
on our consideration of the Authority's internal control over financial reporting and our tests of its 
com pliance w ith certain provisions of law s, regulations, contracts and grants. 

A s discussed in Note 1, the Authority changed its m ethod of accounting for investm ents in 1997 to adopt the 
provisions of GASB No. 31, Accounting for Financial Reporting for Certain Investments and for External 
]nvesm wnt Pools. 

The Year 2000 supplementary information on page 16 is not a required part of the financial statements, but is 
supplementary information required by the Governmental Accounting Standards Board (GASB), and we did 
not audit and do not express an opinion on such inform ation. Further, we were unable to apply to the 
information certain procedures prescribed by professional standards because of the nature of the subject 
m atter underlying the disclosure requirem ents and because sufficiently specific criteria regarding the m atters 
to be disclosed have not been established. In addition, we do not provide assurance that the Authority is or 
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will becom e Year 2000 com pliant, that the Authority's Year 2000 rem ediation efforts w ill successful ill 
whole or in part, or that parties with which the Authority does business are or will become Year 2000 
com pliant. 

Our audits were m ade for the purpose of forming an opinion on the basic financial statements taken as a 
whole. Tile supplem entary inform ation included in Schedules 1 through 5 is presented for purposes of 
additional analysis and is not a required part of the basic financial statem ents. Such inform ation has been 

subjected to the audiling procedures applied in the audits of the basic financial statements a~~d, in our 
opinion, is fairly stated in all m aterial respects, in relation to the basic financial statem ents taken as a whole. 

M arch 31. 1999 

G  LL-P 



LO UISIANA ENERGY AND PO W ER AUTH O RITY 

Balance Sheets 

Assets 

Decem ber 31. 1998 and 1997 

Utility plant, net (note 2) 
Central dispatch facility, net of accum ulated depreciation 
of $4,493,934 in 1998 and 1997, respectively 

Non-utility properly, net of accumulated depreciation of 
depreciation of $305,053 and $245,209 in 1998 and 
1997, respectively 

Special deposits (note 4) 

Current assets: 
Funds (note 4) 
A ccounts receivable 
Interest receivable 
Fuel inventory 
Prepaid expenses 

Total current assets 

Deferred charges: 
Debt expense (note 3) 
Preoperating costs 
Unamorlized loss oll reacquired debt (note 3) 

Total deferred charges 

Capitalization and Liabilities 

Capitalizalion: 
Long-term debt (note 3) 
Equity 

Total capitalization 

Current liabilities: 
Current maturities of long-term debt (note 3) 
Accounts payable 
D ue to participants 
Accrued interest payable 
O ther 

Total current liabilities 

Commitments (notes 2, 5 and 6) 

See accompanying notes to financial statements 

1998 1997 

57,647,777 60,319,909 

529,497 

1,094,347 
18,258,544 

14,374,164 
3,033,738 
152,880 

1,790,831 
88.972 

19,440,585 

2,848,815 
472,110 

25,604,265 

28,925,190 

$ 125,895,940 

100,529,050 
10,843,113 

1,152,417 
16,814,651 

14,007,298 
2,865,460 
158,246 

2,641,309 
90.602 

19,762,915 

2,986,271 
494,890 

26,839,676 

30,320,837 

128,370,729 

103,776,022 
10,505,735 

111,372,163 114,281,757 

4,675,000 
3,836,162 
570,957 

3,476,570 
1,965,088 

14,523,777 

$ 125,895,940 

4,130,000 
3,628,245 
759,424 

3,640,730 
1.930.573 

14,088.972 

128,370.729 



Powcr sales (note 5) 

1.O UISI ANA ENERG Y AND PO W ER AUTH O RITY 

Operating expenses: 
Cost of power produced 
Power purchased 
Transm ission costs 

Statem ents of Revenues, Expenses and Equity 

General and adm inistrative 

Y ears ended Decem ber 31, 1998 and 1997 

Depreciation and am ortization 
Charge-off of deferred costs 

Total operating expenses 

Net operating revenues 

Other expenses (revenues): 
Interest expense 
Investm ent incom e: 
Interest and dividends 
N et decrease in fair value 

Investm ent incom e 
O ther. net 

Total other expenses 

Net revenues 

Equity, beginning of year, as previously stated 

Restatement as a result of adoption of GASB No. 31 (note 4) 

Equity, beginning of year, after restatem ent 

Equity, end of year 

See accom panying notes to financial statem ents 

1998 1997 

56.897,117 

20,755,881 
19,869,690 
4,230,068 
2,179,900 
4.460,000 

51.495,539 

5,401,578 

6,979,297 

(1,645,002) 
14,408 

(1,630,594) 
(284,503) 

5,064,200 

337,378 

55,003.964 

9,063,252 
8,780,608 
4,052,898 
2,550,726 
4,236,596 
235,275 

48,919,355 

6,084.609 

7,281,460 

(1,615,778) 
76,469 

(1,539,309) 
(54,311) 

5,687,840 

396,769 

10,505,735 9,322,277 

786,689 

10,505,735 

$ 10,843,113 

10,108,966 

10,505,735 



LO UISIANA ENERG Y AND PO W ER AUTH O RITY 

Statem ents of Cash Flow s 

Years ended D ecem ber 31, 1998 and 1997 

Cash flows from operating activities: 
N et rcvennes 
Adjustments to reconcile net revenues to net cash 

provided by operating activities: 
Charge-off of deferred costs 
Depreciation and am ortization 
Net decrease in fair value of investments 
(Increase) decrease in assets: 
Accounts receivable 
Interest receivable 
Coal inventory 
Prepaid expenses 

Increase (decrease) in liabilities: 
A ccounts payable 
D ue to participants 
Accru ed interest payable 
O ther, net 

Net cash provided by operating activities 

Cash flow s used in investing activities - 
paym ents for purchases of property, plant 

and equipm ent 

Cash flows used in financing activities: 
Principal paym ents on long-term debt 
Proceeds from issuance of long-term  debt 

N et cash used in financing activities 

Net increase in cash and cash 
equivalents 

Cash and cash equivalents at beginning of year 

1998 1997 

337,378 396,769 

4,460,000 
14,408 

(168,278) 
5,366 

850,478 
1,630 

207,917 
(188,467) 
(164,160) 
27.129 

5,383,40 

(635,621) 

(4,130,000) 
1,200,000 

(2,930,000) 

235,275 
4,236,596 

76.469 

34,908) 
54,790) 
24,127) 
11.468 

368,295 
118,195 
(149,080) 
27,061 

5,107,223 

(96,029) 

(3,840,000) 

(3,840,000) 

1,817,780 1,171,194 

18,808,616 17,637A22 

Cash and cash equivalents at end of year (note 4) $ 20,626,396 

Cash paid during the year for interest 

See accom panying notes to financial statem ents 

7,143,457 

18,808,616 

7,430,540 



LO UISIANA ENERG Y AND PO W ER AUTItO R I'I'Y 

N otesto Financial Statem ents 

December 31, 1998 and 1997 

(1) Organization and Significant Accounting Policies 

(a) Organization and Operations 

The Louisiana Energy and Power Authority (the Authority) was created as a political subdivision 
of the State of Louisiana in 1979 pursuant to Title 33 of the Louisiana Revised Statutes of 1950. 
Nineteen Louisiana municipalities currently are members of the Authority and are joined 
together in order to provide a reliable and econom ic supply of electric power and energy to 
member municipalities. 

The Authority is a 20% co-owner, under the Joint O wnership Agreem ent, of a 530 M W  coal- 
fired steam electric generating plant, the Rodemacher Unit No. 2 (the Unit). The Unit was 
constructed by Central Louisiana Electric Company, Inc. (CLECO) and Lafayette Pnblic Power 
Authority (LPPA) near Boyce, Louisiana adjacent to CLECO's Rodemacher Unit No. 1. CLECO 
and LPPA have ownership interests of 30% and 50% , respectively. The Authority's 20% 
undivided ownership interest in the Unit and its rights and interests under the Joint O wnership 

Agreement arc referred to as the Project. The Joint Ownership Agreement shall remain in effect 
so long as the Project is useful for the generation of electricity or for a period of 35 years, 
w hichever is less. 

(b) Accounting Standards 

Pursuant to Governmental Accounting Standards Board (GASB) Statement No. 20, Accounting 
and Financial Reporting for Proprietary Funds and Other Governmental Entities That Use 
Proprietary  Fund Accounting, the Authority has elected to apply the provisions of all relevant 
pronouncements of the Financial Accounting Standards Board (FASB), including those issued 
after November 30, 1989, except for those that conflict with or contradict GASB 
pronouncem ents. 

(c) Chart of Accounts 
The accounting records of the Authority are m aintained substantially in accordance with the 
uniform system of accounts as prescribed by the Federal Energy Regulatory Com m ission. The 
Authority meets the criteria and, accordingly, follows the reporting and accounting requirements 
of Statement of Financial Accounting Standards No. 71, Accounting for the Effects of Certain 
73,pes of Regulation. 

(d) Funds" and Special Deposits 

Funds and special deposits consist of cash, overnight repurchase agreem ents and obligations 
guaranteed by federal agencies. Effective January I, 1997, the Authority adopted the provisions 
of Governmental Accounting Standards Board (GASB) Statement No. 31, Accounting for 
Financial Reporting for Certain Investments and for External Investment Pools. This statement 
establishes fair value standards for investm ents in debt securities. Fair value is the am ount in 
which a financial instru ment could be exchanged in a current transaction between willing parties, 
other than in a forced or liquidation sale. Governm ental entities should report debt securities at 
fair value on the balance sheet. This statem ent also provides for the valuation of m oney m arket 
investm ent such as short-term , highly liquid debt instrum ents, including U .S. Treasury  and 
agency obligations at am ortized cost. The Authority has restated its equity as of Decem ber 31, 
1996 to conform to the policies and presentation requirements of GASB No. 31 (see note 4). 
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LO UISIANA ENERG Y AND PO W ER AUTH O RITY 

N otes to Financial Statem ents 

Decem ber 31, 1998 and 1997 

(e) Coal Inventory 
Coal inventory is recorded at the lower of cost or m arket. Cost is determ ined using the last-in 
first-out m ethod. 

O0 Rate Setting 

The Authority has entered into Rodem acher Power Sales Contracts with five of its m em be r 
cities. These five m em bers are referred to as Participants. The Authority bills each Participant 

monthly for its share of the electric power generated by the Rodemacher Unit No. 2 (the Project) 
(see notes 2, and 5) and for certain items stipulated in the Bond Resolution which governs the 
bonds issued in 1982 to purchase the Authority's 20% interest in the Unit. To the extent billings 
related to the Project vary from actual expenses incurred by the Authority related to the Project, 
the amounts billed to the Participants are adjusted. 

(g) 

~) 

All Requirements Power Sales Contracts (the All Requirements Approach) expire in the year 
2000 for one of the five Participants and in the year 2005 for two of the five participants and six 
other members (the All Requirements M embers). Subsequent to December 31, 1998, the All 
Requirements Power Sales Contract which expired in the year 2000 was renewed and now 
expires in the year 2005. The Authority continues to bill the three Participants in the m anner 
described above; however, the Authority now buys the power back at actual cost to be distributed 
under the A ll Requirem ents Approach. Rate setting for the A ll Requirements M em bers is 
budgeted in advance and ratified by the Board of D irectors. The rates are com prised of two basic 
components: (1) Energy Rate - which includes variable fuel costs and is billed on a KW H 
consumption basis and (2) Demand Rate - which includes all fixed costs and is billed on monthly 
peak K W  basis. 

Incom e Taxes 

The Authority is exem pt from federal and state incom e taxes 

D epreciation and Am ortization 

Depreciation and am ortization of utility plant, central dispatch facility, debt expense, 
preoperating costs, unam ortized loss on reacquired debt and the original issue discount on long- 
term debt are based upon the principal repaym ents of long-term debt, the proceeds of which were 
used to acquire the Rodem acher Unit No. 2. This method correlates with the rate setting policies 
prescribed by the Bond Resolution of the 1982 Series Power Project Revenue Bonds and the 
1985 and 1991 Series Power Project Refunding Revenue Bonds in that debt service 
requirem ents, as opposed to depreciation or am ortization, are considered a cost for the purpose of 
rate m aking. Depreciation of nonutility property is com puted using the straight-line m ethod over 
the estim ated useful lives of the assets. 

Expenses incurred in m aking repairs and m inor replacem ents and in m aintaining the utility plant 
and central dispatch facility in efficient operating condition are charged to expense. 

(i) Cash and Cash Equivalents 

For purposes of the statement of cash flows, the Authority considers cash in banks, overnight 
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LO UISIANA ENERG Y AND PO W ER AUTHO RITY 

N otes to Financial Statem ents 

Decem ber 31, 1998 and 1997 

repurchase agreem ents, and m utual funds investing in U .S. Treasury obligations as cash and cash 
equivalents. These deposits are recorded at cost which approxim ates m arket. Under state law, 
the Authority m ay deposit funds in dem and deposits, interest-bearing dem and deposits, m oney 
m arket accounts, or tim e deposits with state banks organized under Louisiana law and national 
banks having their principal offices in Louisiana. 

(j) Use of Estimates 
The preparation of financial statem ents in conform ity with generally accepted accounting 
principles requires m anagement 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 statem ents and the reported amounts of revenues and expenses during the reporting 
period. Actual results could differ from those estim ates. 

(2) Utility Plant 
The Authority's acquisition cost of its interest in the Unit includes costs of certain facilities com mon to 
the Unit and CLECO's Unit No. I (common facilities). The cost of the utility plant is summarized as 
follow s at l)ecem ber 31: 

1998 1997 

Acquisition cost of the Unit, including 
com m on facilities, related facilities, 
and site development costs $ 83,834,020 83,729,670 

Less accumulated depreciation and (26,186,243) (23,409,761) 
am ortization 

$ 57,647,777 60,319,909 

Participants in the Rodem acher Unit N o. 2 are liable for decom m issioning costs upon term ination of 

the Project. 

(Continued) 



LO UISIANA ENERG Y AND PO W ER AUTH O RITY 

N otes to Financial Statem ents 

D ecem ber 31, 1998 and 1997 

(3) Long-term Debt 

Long-term debt consists of the follow ing at Decem ber 31 

Serial Bonds, 1985 Series, 5.50% - 8.50% , 
due January 1, 1993 to 1998 

1998 1997 

3,200,000 

Serial Bonds, 1991 Series, 5.65% -6.80% , 
due January 1, 1993 to 2004 31,585,000 32,515,000 

Term Bonds, 1991Series, 6.75% ,due 
January l, 2008 29,060,000 29,060,000 

Term Bonds, 1991Series, 6.00% ,due 
January 1, 2013 48,085,000 48,085,000 

Serial Bonds, 1998 Series, 4.3%  -6% ,due 
July 1998 to 2003 

Less: 
Current m aturities 
Original issue discount 

109,930,000 112,860,000 

4,675,000 
4.725.950 

4,130,000 
4.953.978 

$ 100,529,050 103,776,022 

In 1982, the Autbority issued $109,515,000 of Power Project Revenue Bonds (Rodemacher Unit No. 
2), 1982 Series, to fond its share of the estimated costs of acquisition and construction of the Project 
and to pay other related costs, including acquisition of coal inventory, debt issuance costs and to 
establish various funds required by the bond resolution. The 1985 Series Bonds were issued to 
advance refund the 1982 Series Power Project Revenue Bonds. 

In 1991, the Authority issued $114,570,000 of Power Project Refunding Revenue Bonds (Rodemacher 
Unit No. 2), 1991 Series with an original issue discount of $6,251,587, to advance refund 
$100,275,000 of the $118,335,000 1985 Series Power Project Refunding Revenue Bonds outstanding. 
The proceeds of the 1991 Series Bonds, net of financing costs and bond insurance prem ium s 
($105,505,047), and certain amounts available in the Authority's funds and accounts ($2,979,733) were 
deposited into an irrevocable escrow account m aintained by a trustee. The funds were invested by the 
trustee in direct obligations of the United States Govern m ent in order to pay, at m aturity, the 1985 
Series Bonds m aturing on January  1, 1999, January 1, 2004 and January 1, 2013. The 1985 Series 
Bonds m aturing after January 1, 1995 were redeem ed on January 1, 1995. The Authority received 
approximately $67,000 in funds remaining after the redemption. 

9 (Continued) 



LOUISIANA ENERGY AND POW ER AUTHORITY 

N otes to Financial Statem ents 

Decem ber 31, 1998 and 1997 

The Authority incurred a loss of approximately $16,650,000 in connection with the advance refnnding, 
which, in addition to losses incurred in a 1985 refunding, has been deferred and is being am ortized 
over the life of tile: 1991 Series Bonds (see note l(h)). 

The Authority also incurred $2,813,366 of expenses related to the issuance of the 1991 Series Bonds 
which have been deferred and are being amortized over the life of the 1991 Series Bonds. 

In 1998, the Authority issued $1,200,000 of Construction Bonds, 1998 Series, 1o fund the acquisition 
of the equipment and to pay other related costs, including debt issuance costs and to establish various 
funds required by the bond resolution. 

The 1991 Series Bonds and the 1998 Series Bonds are payable solely from the revenues of the 
Authority and the funds pledged in accordance with the bond resolutions. The paym ents of principal 
and intercsl on the 1991 and 1998 Series Bonds have been insured under noncancelable policies by the 
Financial Guaranty Insurance Company (FGIC). 

Scheduled principal m aturities for each of the 1991 and 1998 Series Bonds are as follow s for the years 
presented: 

1999 
2000 
2001 
2002 
2003 
Therea~er 

1991 
Series 

$ 4,460,000 
4,750,000 
5,065,000 
5,400,000 
5,760,000 
83,295,000 

$ 108,730,000 

1998 
Series Total 

215,000 
230,000 
240,000 
250,000 
265,000 

4,675,000 
4,980,000 
5,305,000 
5,650,000 
6,025,0(O  
83,295,000 

109,930,000 

The 1991 Series Bonds scheduled to m ature after January 1, 2001 w ill be redeem able at the option of 
the Authority, on or after January 1, 2001, as a whole at any tim e or in part on any interest paym ent 
date, at redemption prices expressed as percentages of the principal amount ranging from 100% to 
102% depending on the redem ption date, plus accrued interest at the redemption date. 

(4) Funds and Special Deposits 

The bond resolutions under which the 1985 Series, 1991 Series and 1998 Series Bonds were issued 
provide for the creation and m aintenance of certain funds and accounts relative to the operations of the 
Project. The Authority also maintains other accounts for its All Requirements Approach operations 
(see note 5). 
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LO UISIANA ENERGY AND PO W ER AUTH O RITY 

N otes to Financial Statem ents 

Decem ber 31, 1998 and 1997 

Funds and accounts at Decem ber 31, are as follows 

Project: 
Special deposits: 
Debt service fund, debt service 
reserve account 

Reserve and contingency fund: 
Renewal and replacem ent account 
Contingency account 

General revenue fund, project 
acconnt 

Total Project special deposits 

Current assets: 

1998 1997 

$ 12,101,925 12,108,946 

2,010,792 
1,317,533 

2,037,212 

17,467,462 

1,791,923 
1,317,533 

1,596,249 

16,814,651 

Operations and m aintenance trust 1,030,750 1,060,147 
Restricted - debt service fund. 
debl service account 

Total Project current assets 

Total Project funds and accounts 

Special deposits: 
Construction account 
1998 debt service sinking fund 

Total O ther special deposits 

Current assets: 
Other revenue fund 
Contract operations account 

7,941,386 7,775,547 

694,124 
96.958 

791.082 

5,400,114 
1.914 

8,835.694 

25,650,345 

5,195,896 

(24,292) 

Total Other current assets 5,402,028 5,171,604 

Total Other funds and accounts 6,193,110 5,171,604 

Total Project and Other funds and 
accounts 30.821.949 
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LO UISIANA ENERGY AND PO W ER AUTH O RITY 

N otes to Financial Statem ents 

December 31, 1998 and 1997 

Governm ental auditing standards require that 
sheet date be categorized according to the 
investm ents at the tim e. 

The level of credit risk is defined as follows 

the carrying am ounts of investm ents as of the balance 
level of credit risk associated w ith the Authority's 

Category 1 - Insured (including governmental securities) or registered, or collateralized with its 
securities held by the Authority or its agent in the Authority's name. 

Category 2 - Uninsured and unregistered, collateralized with securities held by the counterparty's 
trust departm ent or agent in the Authority's nam e. 

Category 3- Uninsured and unregistered, or uncollateralized, including balances collateralized 
with securities held by the pledging financing institution but not in the Authority's 
nam e. 

Investm ents classified as funds and accounts at D ecember 31, 1998 and 1997 are as follows 

1998 1997 

Cash $ 
Tem porary cash investm ents, at am ortized 
cost which approximates market - 
M utual funds investing in U .S. 
Treasury obligations 

1,914 (24,292) 

20.624,482 18,832,908 

Cash and cash equivalents 20,626,396 18,808,616 

Federal National M ortgage Association 
obligation, at fair m arket at 
Decem ber 31, 1998 and 1997 at 8.25% , 
m aturing D ecem ber 18, 2000 12,006,312 12,013,333 

32,632,708 30,821,949 

On December 31, 1998 and 1997, all funds and accounts are a Category 1 type 

The 1985, 1991 and 1998 Series bond resolutions authorize the Authority to invest in direct obligations 
of the U nited States G overnm ent. 

Under state law, the bank balances of bank deposits and cash balances included in funds and accounts 
most be served by Federal deposit insurance or the pledge of securities owned by the fiscal agent. 
Cash on deposit is insured up to $100,000 by the Federal Deposit Insurance Corporation. At 
Dccem ber 31, 1998 and 1997, the Authority did not have bank balances of bank deposits and cash 

balances which exceed $100,000. 
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LO UISIANA ENERGY AND PO W ER AUTttO RITY 

N otes to Financial Statem ents 

Decem ber 31, 1998 and 1997 

The retroactive application of the change in accounting policy for investments relating to GASB 
No. 31, as described in note l(d), resulted in a decrease in the amounts previously reported as funds, 
accounts and equity as follow s: 

Equity, December 31, as previously stated $ 9,322,277 

Adjustment for unrealized market gain on 
investm ents 786,689 

Equity, December 31, after 
restatement $ 10,108,966 

(5) Project Contracts and Commitments 

(a) Rodemacher Power Sales Contracts 

Under the Rodem acher Power Sales Contracts, the Authority sells and the Participants purchase 
their respective shares (entitlement shares) of the capacity and energy of the Project. These 
contracts require payments to be made on a take-or-pay basis, whether or not the Project is 
operable or operating. 

Under existing law, the rates charged by the Participants to their customers are not subject to 
regulation by any federal or state authority. Each Participant is obligated to establish rates and 
charges sufficient to pay all of its obligations to the Authority. Paym ents to be m ade by the 
participants are payable m onthly solely from the revenues of the Participants' utilities system s. 
At December 31, 1998, the Participants' respective shares of the capacity and energy of the 
Project are as follows: 

Alexandria 
H oum a 
M organ City 
New Roads 
Jonesville 

(b) Transmission Contracts 

Entitlem ent 
Share 
(M W ) 

55.26 
22.70 
20.72 
2.96 
2.96 

104.60 

Percent 
Share 
(% ) 

52.83% 
21.70%  
19.81%  
2.83%  
2.83% 

100.00% 

The A uthority has entered into separate transm ission agreem ents with Entergy and CLECO , 

pursuant to which electric power and energy received by the Authority from the Project are 
transm itted to the points of delivery of the Participants. The costs of delivery are shared by all 
Participants on a pro-rata basis. The costs of delivery of electric power and energy received by 
the Authority from sources other than the Project are included in the demand rate charged to the 
All Requirements M embers. 

(Continued) 



LO UISIANA ENERG Y AND PO W ER AUTH O RITY 

Notes to Financial Statem ents 

Decem ber 31, 1998 and 1997 

(c) Coal Supply Contract 

The coal supply for the Project is purchased under a contract between Kerr-M cGee Coal 
Corporation (Kerr-M cGee), the Authority, CLECO and LPPA. The contract provides for the 
purchase of 34 million tons of coal to be delivered over a 20-year period at a price subject to 
escalation based upon certain actual costs com pared with those used to negotiate the contract. 
Under term s of the contract, a m inimum of 1.4 m illion tons of coal must be purchased each year. 
'/'he Authority, CLECO and LPPA are liable and obligated individually for anaounts due under 
the contract. 

(a) 

(e) 

Operating Costs 

Under the Joint Ownership Agreem ent, CLECO has the sole respol~sibility to operate, mainlain 
and dispatch the Unit and related facilities in accordance with prudent utility practices. The 
Authority, CLECO and LPPA pay all operation and m aintenance costs other than fuel, based 
upon their respective ownership percentages of the Unit. 

All Requirem ents Approach Operations Agreem ents 

The Authority supplies power to the All Requirements M em bers under the following contracts: 

The Authority has agreem ents which expire in the year 2000 w ith one of the Participants 
and in the year 2005 with two of the Participants, whereby the Authority purchases their 

entitlements in the Project. This agreement does not relieve the Participants of their 
obligations under the Rodemacher Power Sales Contracts discussed in note 5(a). 
Subsequent to Decem ber 31, 1998, the agreem ents expiring in the year 2000 were 
renewed and will now expire in the year 2005. 

~ The Authority has Capacity Purchase and Operating Agreem ents with three of the All 
Requirements M embers whereby the Authority operates the m embers' generation facilities 
and purchases all of the energy produced. As of December 31, 1998, these agreements 
expire in 2000 for one of the members and in 2005 for the others. However, subsequent 
to Decem ber 31, 1998, the agreem ents expiring in the year 2000 were renewed and will 
now expire in the year 2005. 

The Authority has a Capacity Purchase Agreement with one All Requirements M ember 
whereby the Authority controls 100% of its dependable capacity and directs power 
generation quantities to m eet its power requirements. This agreem ent expires in the year 
2005. 

The Authority entered into a Load M atching Servicing Agreem ent w ith one Participant 
whereby the Authority adm inisters load m atching services. 

The Authority entered into an Operating Agreement with one of its member cities 
whereby the Authority operates the m em ber's generation facilities. 

The Authority entered into an agreem ent with the Southwestern Power Adm inistration 
(SW PA), whereby the Authority purchases hydroelectric power which results from fixed 
power allocations of SW PA 's available peaking capacity to certain m em ber cities. The 
Authority then resells hydroelectric power to one member city and one nonmem ber city 

14 (Continued) 
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December 31, 1998 and 1997 

and retains the balance of the hydroelectric power for use under the All Requiremel~ts 
Approach. Purchases under this contract for the year ended Decem ber 31, 1998 were 
$1,262,304. Sales to the one member city and one nonmember city for the year ended 
December 31, 1998 were $1,263,678. Purchases and sales for the year ended 
December 31, 1997 were $1,211,205 and $1,069,194, respectively. 

(6) Business Concentrations 
During 1998 three custom ers each accounted for m ore than ten percent and in the aggregate, m ore than 
fifty percent, of the Authority's power sales. Following are the sales to each of these customers: 

Custom er 1 
Customer 2 
Custom er 3 

$ 15,779,000 
8,270,000 
8,088,000 

(7) Other M atters 
M embers of the Board of D irectors of the Authority received no compensation from the Authority for 
services rendered as directors during 1998 and 1997. 

Inform ation regarding the Authority's proportionate interest in the net assets available for benefits and 
the actuarial present value of accumulated plan benefits is not available. Pension expense under the 
plan is not significant. 

Title IV of the Clean Air Act Amendments of 1990 (the Act) establishes a regulatory program to 
address the effects of acid rain. The Act will result in m ore stringent restrictions on sulfur-dioxide 
em issions from solid-fuel generating stations. The Act essentially requires each ton of sulfur-dioxide 
em issions to be authorized by the possession of an "allowance." 

The Authority's existing solid-fuel generating station burns low-sulfur coal and utilizes pollution 
control equipment to reduce sulfur em issions. The Unit is not affected by Phase I of Title IV of the 
Act which became effective in 1995. The Authority believes that the lim its on sulfur-dioxide 
em issions required by Phase I1 of Title IV of the Act, effective in the year 2000, w ill not significantly 
impact the Authority's operations or the operation of its Unit. 

(Continued) 
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(8) Disclosures About Fair Value of Financial Instrum ents 

The follow ing estim ated fair value am ounts have been determ ined, using available m arket inform ation 

and appropriate valuation methodologies. However, considerable judgment is necessarily required in 
interpreting m arket data to develop the estim ates of fair value. Accordingly, the estimates presented 
herein are not necessarily indicative of the am ounts that the Authority could realize in a current m arket 
exchange. The use of different m arket assumptions and/or estim ation m ethodologies may have a 
m aterial effect on the estim ated fair value am ounts. 

A ssets: 
Special deposits 
Funds 
Accounts receivable 
Interest receivable 

Liabilities: 
Long-term debt 
Accounts payable 
Due to participants 
Accrued interest payable 
Other liabilities 

Carrying 
am ount 

18,258,554 
14,374,164 
3,033,738 
152,880 

105,204,050 
3,836,162 
570,957 

3,476,570 
1,965,088 

Fair 
value 

18,258,544 
14,374,164 
3,033,738 
152,880 

115,674,864 
3,836,162 
570,957 

3,476,570 
1,965,088 

Funds, accounts receivable, interest receivable, accounts payable, due to participants, accru ed interest 
payable and other liabilities - The carrying am ounts of these item s are a reasonable estim ate of their 
fair value. 

Special deposits - Fair value is estim ated from quoted m arket prices of investments held on deposit 

Long-term debt - Interest rates that are currently available to the Authority for issuance of debt w ith 
sim ilar term s and rem aining m aturities are used to estim ate fair value. 

(9) Year 2000 (Unaudited Required Supplem entary Inform ation) 

In June 1997, LEPA initiated its Year 2000 (Y2K) process. Since then LEPA has reviewed their 
m ission critical functions for compliance which led to the replacement of both the Energy M anagement 
System located in the Energy Control Center and the current accounting software in the A ccounting 
Department. These replacement projects are scheduled for completion by June 30, 1999 with an 
estimated total cost of $1,300,000. Other mission critical devices do not appear susceptible to the 
m isinterpretation of date functions. Suppliers of m ission critical services have been queried. The 
suppliers' responses indicate their own internal Y2K processes have been initiated. Nothing has com e 
to the Authority's attention that would preem pt the suppliers' ability to continue to provide services 
beyond I)ecember 31, 1999. 



Assets 

Utility plant, net 
Central dispatch facility 
Non-utility property, net 
Spe ci al deposits 

Current assets: 
Funds 
Accounts receivable 
Interest receivable 
Coal inventory 
Prepaid expenses 

LO UISIANA ENERGY AND POW ER AUTH ORITY 

Balance Sheet Com ponents 

December 31, 1998 

Schedule 2 

Project 
related O ther Elim inations Com bined 

57,647,777 

17.467,462 

8,972,136 

128,408 
1,775,528 

529,497 
1,094,347 
791.082 

5,402,028 
3,320,536 (286,798) 

24,472 
15,303 
88.972 

Total current assets 10,876,072 8,851,311 

Deferred charges: 
D ebt expense 
l'reope rating costs 
U nam ortized loss on 

reacquired debt 

2,848,815 
472,110 

25.604.265 

Total deferred charges 28,925,190 

Capitalization and Liabilities 

Capitalization: 
Long-term debt 
Equity 

Total capitalization 

Current liabilities: 
Current m aturities of 

long-term debt 
Accounts payable 
D ue to participants 
Accrued interest payable 
Other 

$ 114,916,501 

99,544,050 
4,070,696 

103.614,746 

4,460,000 
829,141 
570,957 

3,476,570 
1.965,088 

Total current liabilities 11,301,756 

(286,798) 

57,647,777 
529,497 

1,094,347 
18,258,544 

4,374,164 
3,033,738 
152,880 

1,790,831 
88,972 

19A40,585 

2,848,815 
472,11(I 

25,604,265 

28,925,190 

11,266,237 (286,798) 125,895,940 

985,000 
6,772,417 

7357.417 

215,000 
3,293,819 (286,798) 

3,508,819 (286,798) 

100,529,050 
10.843.113 

111,372,163 

4,675,000 
3,836,162 
570,957 

3,476,570 
1.965.088 

4,523,777 

$ 114,916,502 11,266,236 (286,798) 125,895,940 

See accom panying independent auditors' report. 



Power sales 

Operating expenses: 
Cost of power produced 
Power purchased 
Transm ission costs 
General and adm inistrative 

LO UISIANA ENERGY AND POW ER AUTHORITY 

D epreciation and am ortization 
Charge-off of deferred costs 

Total operating expenses 

Com ponents of Revenues, Expenses and Equity 

Year ended Decem ber 31.1998 

Schedule 3 

Project 
related O ther Elim inations Com bined 

$ 27,492,122 

14,390,450 

1,783,935 

4,460,000 

20,634,385 

36.109.795 

6,365,431 
26,574,490 
2,446,133 
2,179,900 

37,565,954 

Net operating revenues (expenses) 6,857,737 (1,456,159) 

Other expenses (revenues) 
Interest expense 
hlveslm ent incom e: 
Interest and dividends 
Net decrease in fair value 

Investm ent incom e 

O ther. net 

6,953,140 26,157 

(1,379,849) (265,153) 
14.408 

(1,365,4411 (265,153) 

1,259,640 (1,544,143) 

Total other expenses (revenues) 6,847,339 (1,783,139) 

Net revenues 

Equity, beginning of year 

Equity, end of year 

See accom panying independent auditors' report 

10,398 326,980 

4,060,298 6,445,437 

4,070,696 6,772,417 

(6,704,800) 

(6,704,800) 

(6,704,800) 

56.897.117 

20,755,881 
19,869,690 
4,230,068 
2,179,900 
4.460.000 

51.495.539 

5,401.578 

6,979,297 

(1,645,002) 
14.408 

(1,630,594) 

(284,503) 

5.064.200 

337,378 

10,505,735 

10,843.113 



Power sMes: 
Encrg7 
1 )erlt~ d 
Hydrope wer 
Other 

Ope ra6ng expenses 
Power produced 

Fuels 

Power purchased 
Energy cosls 
Hydropower 
Other 

General and administrafve: 
Load dispatching 
Outside services 
Salaries 
Employee pensions and Ixme fils 
M iscellaneous 
Injuries and damages 
Office supplies and expenses 
General public relations 
Property insurance 

Total ope la0ng expe nses 

Other expe nses (revenues): 
Interest income 
Other net: 

Non-utility ope ralions revenue 
Olher additions 
Conlingency 

Total other revenue 

LOUISIANA ENERGY AND POW ER AU'I~IORITY 

All Requirements Approach Revenues
, Expe nses 

and Capital Expenditures 
Budget to Aelual Comparison 

Year ended December 31. 1998 

Ope rating expe nses, net of other revenues 

Capital expenditures 
Debl service 

Excess revenues $ 

S~c accompanying indepe ndent auditol.s' report
. 

. ., Eudgel Actual 

15,587,030 
13,151,803 
1.162,153 
554,981 

5.951.786 

2,033.706 
1.162,153 
7.932,158 

2.130,10 

31.637.964 

(190,000) 

(51,576) 
,259,640) 
19,218 

18.055,636 
|3,888,531 
1.263,578 
2,902,050 

36,109.795 

2,858,942 
1.364.957 
1.328,472 
273,143 
539.917 

6.365.43 

7.491.265 
1.254.136 
7.829.089 

26,574,490 

2./~ 6.133 

2,179.900 

37.565.954 

(265,1531 

(284,503) 
(I,259,640) 

(I,809.296) 

30.155.966 35
.756,658 

1.774 
122.590 

300,00 

Schedule 4 

IMreenlof 
aclualto 
budget 

115.8% 
105.6N 
108.7% 
5229% 

80.5% 
115.5% 
3323% 
105.7% 
96.6% 

106.9% 

145.4% 
107.9% 
98.7% 

125.8% 

100.7% 

94.5% 
134.9c~ 
99.5% 
90.1% 
111.7% 
99.1% 
101.0% 
96.1% 
83.7% 

102.3% 

118.7% 

139.6% 

551.6% 
100.0% 
0.0% 

122.1% 

118.6% 

0.0% 
0.0% 

76.3% 



LO UISIANA ENERG Y A ND PO W ER A UTH O RITY 

Analysis of r~uity 

Decem ber 31. 1998 

Funds used in the defeasance of the 
1982 and 1985 Series Bonds 

Ten percent debt service coverage, as 
required by the Bond Resolution 

Funds generated by the one m ill 
assessm ent, dedicated to the 
conslruction of the Central 
D ispatch Facility and paym ent of 
the related Certificates of 
Indebtedness 

Interest earned on funds dedicated to 
the construction of tile Central D ispatch 
Facility and payment of the related 
Certificates of Indebtedness 

Capital expenditures 
Interest earned on other funds and 
accounts not related to the Project 

M iscellaneous power sales 
Excess funding from Escrow account 
U nrealized gain on secnrities 
Excess of revenues over expenses 

under the A ll Requirem ents Approach 
Operations 

Equity, end of year 

See accom panying independent auditors' report. 

Schedule 5 

Project 
related O ther Com bined 

$ 2,099,138 

537.716 

587,646 

19,528 
130,856 
695,812 

$ 4,070,696 

2,099,138 

537.716 

1,111,073 1,111,073 

334,205 
330,046 

561,996 

334,205 
917,692 

561,996 
19,528 
130,856 
695,812 

4,435,097 4,435,097 

6,772,417 10,843,113 
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lndeoendent Auditors' Renort on Com N iance and on Internal Contro 
O ver Financial ReDortint, Based on an Audit of Financial Statem ents Perform ed 

Accordance with Government Auditine Standard 

The Board of D irectors 
Louisiana Energy and Power Authority 

W e have andited the financial statements of Louisiana Energy and Power Authority (the Authority) as of 
and for the year ended December 31, 1998, and have issued our report thereon dated M arch 31, 1999, 
which included an explanatory paragraph that described the change in the Authority's method of 
accounting for investm ents to adopt the provision of Governm ental Accounting Standards Board No. 31, 

Accounting for Financial for Certain hlvestments and for External Investment Pools. W e conducted our 
audit in accordance w ith generally accepted auditing standards and the standards applicable to financial 
audits contained in Government Auditing Standards, issued by the Com ptroller General of the United 
States. 

Com pliance 

A s part of obtaining reasonable assurance about w hether the A uthority's financial statem ents are free of 
m aterial m isstatem ent, we perform ed tests of its com pliance w ith certain provisions of law s, regulations, 
contracts and grants, noncompliance with which could have a direct and material effect on the 
determination of financial statem ent amounts. However, providing an opinion on compliance with those 

provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance that are required to be reported under 
Goverument Auditing Standards. 

ntem al Control O ver Financial Reoortine 

In planning and perform ing our audit, we considered the Authority's intern al control over financial 
reporting in order to delerm ine our auditing procedures for the purpose of expressing our opinion on the 
financial statements and not to provide assurance on the internal control over financial reporting. Our 
consideration of the internal control over financial reporting would not necessarily disclose all m atters in 
the intern al control over financial reporting that m ight be m aterial weaknesses. A m aterial weakness is a 
condition in which the design or operation of one or more of the intern al control components does not 
reduce to a relatively low level the risk that m isstatements in am ounts that would be m aterial in relation 
to the financial statem ents being audited m ay occur and not be detected within a tim ely period by 



em ployees in the norm al course of perform ing their assigned functions. W e noted no m atters involving 
tile internal control over financial reporting and its operation that we consider to be material weakuesses. 

This report is intended solely for the inform ation and use of the Board of D irectors, m anagement, and tile 
Louisiana Legislative Auditor and is not intended to be, and should not be used by anyonc other than 
these specified parties. 

M arch 31, 1999 

r..:-j. LL"P 
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w ith the Rodem acher Unit No. 2 

Power Project Revenue Bond Resolution 

December 31, 1998 



Suite 3500 One Shell Square 
New Orleans, LA 70139 3599 

denendent Auditors' Reoort 

The Board of Directors 
Louisiana Energy and Power Authority 

W e have audited, in accordance with generally accepted auditing standards, the balance sheet of 
Louisiana Energy and Power Authority (the Authority) as of December 31, 199g, and the related 
statem ents of revenues, expenses and equity and cash flows for the year then ended, and have issued our 
report thereon dated M arch 31, 1999, which included an explanatory paragraph that described the change 
in the Authority's m ethod of accounting for investments to adopt the provision of Governmental 
Accounting Standards Board No. 31, Account#~g for Financial for Certaht blvestments and for External 
hlvestDlen! Pools. 

In connection with our audit, nothing cam e to our attention that caused us to believe that the Authority 
failed to com ply w ith all of the term s, covenants, provisions or conditions which would constitute all 

Event of Default as described in Article VIII of the Rodemacher Unit No. 2 Power Project Revenue Bond 
Resolution, adopted September 16, 1982, as amended by the First, Second and Third Supplemental 
Rodemacher Unit No. 2 Power Project Revenue Bond Resolutions, adopted December 3, 1982, 
September 19, 1985 and November 30, 1985, respectively, insofar as they relate to accounting matters. 
However, our audit was not directed prim arily toward obtaining knowledge of such noncompliance. 

This report is intended solely for the inform ation and use of the Board of D irectors and m anagem ent of 
Louisiana Energy and Power Authority and is not intended to be, and should not be, used for any other 

purpose. 

M arch 31, 1999 

LL"P 
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Suite 3500 One Shelf Square 
New Orleans, LA 70139 359~ 

The Board of Directors 
Louisiana Energy and Power Authority 

Dear M em bers 

~:['~'[1',,'!i[I 
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W e have audited the financial statements of Louisiana Energy and Power Authority (the Authority) as of 
and for the year ended Decem ber 31, 1998, and have issued our report thereon dated M arch 31, 1999. 
Under generally accepted auditing standards, we are providing you w ith the attached inform ation related 
to tile conduct of our audit. 

This inform ation is intended solely for the inform ation and use of the Board of D irectors and 
m anagcnlent and is not im ended to be, and should not be, used for any other purpose. 

Very truly yours, 

llIl 



 

REPO RT BY K PM G LLP 

TO TIlE BO ARD O F DIRECTO RS O F 

LO UISIANA ENERGY AND POW ER AUTH O RITY 

O ur Responsibility Undcr G enerally Accepted Auditing Standards 

W e have a responsibility to conduct our audit in accordance with generally accepted auditing standards. 
In carrying out this responsibility, we planned and performed the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement, whether caused by error or 
fraud. Because of the nature of audit evidence and the characteristics of fraud, we are to c, btain 
reasonable, not absolute, assurance that m aterial m isstatements are detected. W e have no responsibility 
to plan and perform the audit to obtain reasonable assurance that m isstatements, whether caused by error 
or frand, that are not material to the financial statements are detected. 

Ill addition, ill planning and perform ing our audit, we considered internal control in order to determ ine 
our auditing procedures for the purpose of expressing our opinion on the financial statem ents. An audit 
does not include exam ining the effectiveness of internal control and does not provide assurance on 
internal control, 

Furtherm ore, our audit was not designed to, and does not, provide any assurance that a Year 2000 issue 
which may exist will be identified, or the adequacy of the Authority's rededication plans related to Year 
2000 fin ancial or operational issues, or on whether the Authority is or will becom e Year 2000 com pliant 
on a tim ely basis. Year 2000 compliance is the responsibility of m anagem ent. 

Significant Accounting Policies 

The significant accounting policies used by the Authority are described in the "Organization and 
Significant Accounting Policies'' note to the financial statements. 

A s described in Note 1, the Authority changed accounting polices related to accounting for investment by 
adopting Govern mental Accounting Standards Board Statement No. 31, Accounting on Financial 

Reporting for htternal and External hlvestment Pools, on January I, 1998. 

M anagem ent Judgments and Accounting Estim ates and Significant Audit Adjustments 

Accounting estim ates are an integral part of the financial statem ents prepared by m anagement and are 

based upon management's cun'ent judgments. Certain accounting estimates are particularly sensitive 
because of their significance to the financial statements and because of the possibility that future events 
affecting them may differ markedly from management's current judgments. 

W e evaluated the key factors and assumptions 
determ ining that the estimates were reasonable 
Energy and Power Authority taken as a whole. 

used by m anagement to develop their estimates in 
ill relation to the financial statem ents of Louisiana 



Significant Audit Adjustments 

W e proposed all adjustment relating to the valuation of investments based upon the implementation of 
GASB Statement No. 31, Accounting for Financial Reporting for Certain Investment and Extenml 
hwestment Pools. ']'his statement establishes fair value standards for certain investments. A restatement 
of the equity was made for $786,689. 

Disagreem ents W ith M anagem ent 

There were no disagreem ents w ith m anagem ent on financial accounting and reporting m atters which, if 
not satisfactorily resolved, would have caused a m odification of our report on the Authority's 1998 
financial statem ents. 

Consultation W ith O ther A ccountants 

To the best of our knowledge, m anagem ent has not consulted with or obtained an opinion, written or oral, 

from other independent accountants during the past year which were subject to the requirements of 
Statement on Auditing Standards No. 50, "Reporting on the Application of Accounting Principles." 

M ajor Issues Discussed W ith M anagement Prior to Retention 

W e generally discuss a variety of m atters, including the application of accounting principles and auditing 
standards, w ith m anagem ent each year prior to retention as the Authority's auditors. However, these 
discussions occurred in the norm al course of our professional relationship and our responses were not a 
condition to our retention. 

Difficulties Encountered in Perform ing the Audit 

W e encountered no significant difficulties in dealing w ith m anagem ent in perform ing our audit 


