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W e have audited the statem ents of plan net assets of the Firefighters' Pension and Relief Fund of 
the City of N ew Orleans N ew System  and Old System  as  of D ecem ber 31, 1999, and the related 
statem ents of chan ges in plan  net as sets for th e year th en ended . These finan cial statem ents are the 
responsibility of the Fund's man agement. Our responsibility is to express an opinion on these finan cial 
statem ents based on our  an dit. 

W e conducted  our  audit in accordan ce w ith  generally acc epted  auditing stan dar ds an d Government 
Auditing Standards issued by th e Com ptroller General of the U nited States. Those stan dards require th at 
we plan  an d perform  th e audit to obtain reasonable as sur an ce about whether the finan cial statem ents ar e 
free of m aterial m isstatem ent. An audit includes exam ining, on a test bas is, evidence supporting th e 
am ounts and disclosures in the finan cial statem ents. An audit also includes assessing the accounting 
principles used an d significan t estim ates m ade by m an agem ent, as w ell as  evaluating the overall financial 
statem ent presentation. W e believe that our audit provides a reasonable bas is for our opinion. 

In our  opinion, the finan cial statem ents referred  to above, present fairly in all m aterial respects, th e 
finan cial position of the Firefighters' Pension an d Relief Fund of th e City of N ew Orleans N ew System  
an d Old System  as of D ecem ber 31, 1999, an d th e results of operations an d chan ges in net as sets for th e 
year then ended  in conformity with generally acc ep ted  accoun ting principles. 

W e have audited the finan cial statem ents of the Firefighters' Pension an d Relief Fund N ew 
System  an d O ld System  for the year  ending D ecember 31, 1999 an d issued  our  unqualified opinion on 
such finan cial statem ents. Our audit was  m ade for the purpose of form ing an  opinion on the bas ic 
finan cial statem ents taken as a whole. The required statistical inform ation an d the supplem ental 
schedules listed  in the index to the report ar e presented  for the purposes of additional an alysis an d ar e 
not a required  part of the bas ic finan cial statem ents. W e have not exam ined the finan cial statem ents of 
the Firefighters' Pension an d Relief Fund N ew System  an d O ld System  for the year  ended D ecember 
31, 1995. Accordingly, we do not express an opinion or any other form of as suran ce on the req uired 
statistical inform ation an d supplem ental schedules relating to the year  ended D ec em ber 31, 1995. Such 
required  statistical inform ation an d supplem ental schedules for the year s ending D ec em ber 31, 1998, 

1997, 1996 and 1994, have been subjected to the auditing procedures applied in the audit of the basic 
finan cial statem ents an d, in our  opinion, are fairly stated in all m aterial respects when considered  in 
relation to the bas ic finan cial statem ents taken as  a whole. 
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In acco rdance w ith Government Auditing Standards, w e have also issued our report dated M ay 2, 
2000 on our consideration of the Firefighters' Pension and Relief Fund of the City of New Orleans' 
intern al control over financial reporting an d our tests of its co mpliance wi th  laws

, regulations an d 
contracts, That rep ort is an integral part of an audit perform ed in accordance with Government Auditing 
Standards an d should be read in conjunction with this rep ort in considering the results of our audit. 
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The Firefighters' Pension and Relief Fund w as created, pursuant to Louisiana Revised  Statute 
11:3361, for the purpose of providing retirem ent allow ances an d other benefits for firefighters of the City 
of New Orlean s. The fund is adm inistered by a Board of Trustees. Benefits, including norm al 
retirem ent, early retirem ent, disability retirem ent and death benefits, ar e provided  as  specified in La. R.S. 
11:3361 et se41. 

The Fund consists of tw o system s, the Old System  an d the N ew System . The Old System co vers 
firefighters who w ere em ployed before Jan uary 1, 1968. The N ew System  covers firefighters who were 
em ployed  after D ec em ber 31, 1967 or Old System  m em bers who have given written application to the 
board to elect co verage un der th e N ew System . 

A CCOUN TING POLICIES 

The finan cial statem ents are prepar ed  in accordan ce with  th e stan dards established  by the 
Governmental Accoun ting Stan dards Board (GASB) as the successor to the National Council on 
Governmental Accoun ting (NCGA). 

Basis of Accounting: 

The Fund's finan cial statem ents ar e prepared  using th e accru al basis of accounting. 
Employer and employee contributions are recognized in th e period in wlfich th e employee is 
com pensated for services perform ed. Benefits an d refun ds ar e rec ogn ized when due an d payable in 
accordan ce with the terms of th e plan . 

Interest an d dividend incom e is rec ognized when earned. Fire insur oa~ce rebate m onies are 
rec ognized when due. 

M ethods U sed to V alue an d Reoort Investm ents 

Investm ents ar e reported  at fair value. Short-term  investm ents are reported  at cost, which 
approxim ates fair value. Sec urities traded  on a national or international exchan ge are valued  at the 
las t reported sales price at current exchan ge rates. 

Investm ents of the Old an d N ew System s are allocated  to the restricted DROP Fun d bas ed  
on total DROP deposits. The investm ents in th e tw o funds ar e m aintained  in one accoun t. 

Futur es Contracts 

The m argin accoun ts fo.r the purchas e of the futures contracts ar e invested  in cash 
equivalents and ar e included  in th at investm ent category in th e statem ent of plan  net as sets. The 
chan ges in the m arket value of the contracts are reported  as gains or losses in the period in which 
the chan ge oceurs. 
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Equipm ent: 

Eq uipment is valued on the basis of historical cost and depreciated  using the straight-line 
method of depreciation. Deprec iation expense for the year ended  Dec ember 31, 1999 is $2,229. 

2. PLAN  D ESCRIPTION  

The Fire fighters' Pension and Relief Fund w as  established  an d placed  under the 
m an agem ent of the boar d of trustees for the purpose of providing retirem ent allow ances an d oth er 
benefits as stated  un der the provisions of La. R .S. 11:3361 et secl. for active firefighters em ployed  
by the City of N ew Orleans. 

The Fund consists of two system s, the Old System  an d th e N ew System . The Old System 
covers fire:fighters who were employed before Jan uary 1, 1968. Th e New System covers 
firefighters who w ere em ployed  after D ecem ber 31, 1967 or Old System  m em bers who have given 
written application to the board to elec t coverage under the N ew System . 

A t D ecem ber 31, 1999, th e Firefighters' Pension and Relief Fund's m em bership consisted of." 

Current retiree s an d beneficiar ies 
Terminated with  contributions on 
dep osit with the System  

V ested and nonvested  active em ployees covered 

TOTAL PARTICIPAN TS AS 
OF TH E VALUATION  DATE 

Retirem ent Benefits 

N ew 
_System  

291 

17 
717 

Old 
System 

856 

M em bels m ay retire w ith  tw elve years of creditable service at age fifty. Th e retirem ent 
benefit paid is two and one-half percent of average com pensation for each year of creditable 
serv ice during th e best four consec utive years of serv ice preced ing the date of retirem ent. For 
m em bers with m ore th an  tw enty years of service, benefits are an  additional two an d one-half 
percent per year  to be increas ed  by one half percent for each year of service over tw enty upon 
attaining age fifty-five. Th e m axim um  benefit payable is 100%  of average com pensation earned  
during an y three highest average consec utive years of serv ice prec eding retirem ent. 
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M em bers covered under the Old System m ay retire w ith tw enty years of cred itable service 
regardless of age. For the first tw enty years of service, the retirem ent benefit paid is 50%  of 
average com pensation during the best year  of service preced ing th e date of retirem ent. For each 
year of service in excess of tw enty years, benefits are an additional 2.5% per year not to exceed  
100% . In addition, if the m em ber has attained age 50, his benefit is increas ed  by .5%  for each year  
of serv ice over 25. 

D isability Benefits 

Under both system s, disability benefits are paid to em ployees who bec om e physically or 
m entally disabled and unable to perform  their duties. N onserviee  related  benefits ar e 30%  of final 
com pensation for those m em bers with ten year s of serv ice or less; 40%  of final compensation for 
those m em bers w ith m ore than  ten year s but less th an  fifteen years of service; and 50%  of final 
com pensation for th ose m em bers w ith  m ore than  fifteen years of serv ice. Serv ice related benefits 
for those unable to do any w ork are th e greater of 2/3 of m onthly com pensation or a regular 
retirem ent henefit if the m em ber is so eligible. For those unable to perform  firefighting duties but 
able to do other work, serv ice related  benefits ar e equal to the greater of 1/2 of m onth ly 
com pensation or a regular  retirem ent benefit if th e m em ber is so eligible. 

Survivor Ben efits 

Under th e New System , survivor benefits are payable in accordan ce with each m ember's 
option elections un der La. R.S. 11:3385. How ever, if a m em ber dies from  serv ice-connected  
causes while actively em ployed , irrespec tive of his years of service or eligibility for pension by 
age, the m em ber's surviving spouse rec eives a presumptive benefit based  on tw enty years of 
serv ice, calculated  as a husband-and-wife benefit. In addition, a $3,000 lum p sum  benefit is 
payable to the firefighter's designated  beneficiary. 

Under th e Old System , nonservice related  survivor benefits of $500 per month are payable 
to a spouse. Serv ice related spousal death benefits ar e 50%  of th e firefighter's salary. In  addition, 
survivor benefits of $75 per m onth are payable for each dependent child un der the age of eighteen, 
until each reaches age 18 or m arries. If th e chi ld is m entally or physically han dicapped , an d totally 
an d perm anently disabled, the benefit is payable for life. If the firefighter is unm arried  and leaves 
no dependent children at death, the serv ice related  survivor benefit is payable to the firefighter's 
widowed  dependent parent. If the firefighi er is unm arried an d leaves no dependent children at 
death, nonservice related survivor benefits ar e payable to the firefighter's w idowed par ent. A 
$3,000 lump sum benefit is payable upon the death of an y active or retired m ember to the named 
beneficiary. 
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Under the New System , upon withdrawal from service, m embers not entitled  to receive 
benefits from the Fun d are paid a refund of accumulated contributions plus interest. For th e Old 
System , upon w ith draw al from  serv ice, m em bers not entitled to receive benefits from  the Fund are 
paid a refund of 80%  of accum ulated co ntributions. 

In lieu of term inating em ploym ent and accepting a service retirem ent allow ance, any 
m ember who has twenty or m ore years of serv ice m ay elec t to participate in the Deferred  
Retirement Option Plan  (DROP) for up to five years and defer the rec eipt of benefits. Upon 
co m m encem ent of participation in the plan , ac tive m em bership in the system  term inates. D uring 
participation in th e plan , employer co ntributions cease. The m onthly retirem ent benefits that 
would have been payable, had the person elec ted to cease employm ent an d receive a service 
retirem ent allowan ce, are paid into th e DROP fund. This fund does not eam  interest during a 
m em ber's DROP participation. In addition, no cost-of-living increas es ar e payable to participan ts 
until em ploym ent which m ad e them  eligible to bec om e m em bers of the system  has  been 
term inated  for at least one full year . 

Upon co mpletion of participation in th e DROP, an d regar dless of whether th e m em ber 
term inates em ploym ent, th e DROP ftm d w ill earn interest annually based  on a five-year rolling 
average of th e co m posite rate of return of th e Ftm d, m inus an  adm inistrative fee of no m ore th an  
tw o percent, to be ded ucted  from  th e m ember's accoun t each year . Upon term ination of 
em ploym ent prior to or at the end of the spec ified  period of participation, a participan t in th e plan  
m ay rec eive, at his option, a lum p sum  from  th e acco un t equal to the paym ents in to th e acc ount. 
The m onth ly benefits that w ere being paid into th e deferred retirem ent option plan  fund will begin 
to be paid to th e retiree . If a participant dies during th e participation in the plan , a lum p sum  equal 
to hi s account balan ce in the plan  fund shall be paid to his nam ed  beneficiary or, if none, to hi s 
estate. If em ploym ent is not term inated  at the end of the three year s, paym ents into the plan  fire d 
ceas e an d th e person resum es active co ntributing m em bership in th e system . 

PLOP Benefits 

If a m em ber has not participated  in the DROP, upon application for retirem ent, he m ay 
elec t to rec eive the actuarial equivalent of his retirem ent benefit as a reduced m onthly benefit 
payable for life, plus an  ini tial lum p-sum  benefit. The am ount of the initial lum p-sum  benefit, as  
determ ined by the m em ber, shall not exceed  an  am oun t equal to the m em ber's norm al retirem ent 
benefit tim es sixty. Th e m em ber's m onthly retirem ent benefit w ill be aetuarially reduced  based 
on the lum p-sum  am ount w ithdr awn and the m em ber's age at retirem ent. The partial lum p-sum  
benefit, together w ith the m em ber's reduced norm al retirem ent benefit, m ust be ac tuarially 

equivalent to the member's norm al retirement benefit. The cost-of-living adjustment gran ted by 
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the Board of Truslees to retirees who elecl to receive a red uced  retirem ent benefit and a partial 
lum p-sum  benefit shall be based  only on the reduced  retirem ent benefit an d not on th e partial 
lum p-sum  berlefit. 

3. CONTRIBUTI 

Contributions 

The N ew System  is funded  by em ployee and em ployer contributions established  by state 
statute. Fxnployees contribute 6%  of salary for the first tw enty years of em ploym ent. Employer 
contributions are m ade m onthly to pay the aetuarially determ ined contributions for th e prior year. 

The Old System  is funded  by employee an d em ployer co ntributions established  by state 
statute. Employees contribute 6% of salary for the first tw enty years of employm ent. Employer 
contributions are m ade m onth ly for th e am ount nec essary to pay curren t expenses. Annual 
contributions to the Old System do not include am ortization of pas t service cost. In effect, th e Old 
System  is being funded  on a "pay-as-you-go" bas is. No new participan ts have entered  the Old 
System since D ec em ber 31, 1967. In  addition, th e Old System receives fire insurance taxes 
am oun ting to 2%  of the fire insurance prem ium s written in th e City of N ew Orleans. 

Adm inistrative costs of th e Fund are financed  through employer contributions. 

Use of the term  "reserve" by th e Fund indicates th at a portion of the fimd balan ces is legally 
restricted for a spec ific future use. The nature and purpose of these reserves are explained  below : 

A) Pension Rese.rv_e 

The Pension Reserv e co nsists of th e reserv es for all pensions, excluding cost-of-living 
increas es, granted  to m em bers and is th e fund from  which sueh pensions an d oth er 
benefits ar e paid. Survivors of dec eased  beneficiaries also receive benefits from  this 
fund. Th e Pension Reserve balance of the New System is $83,200,024 an d it is fully 
fur tded. Th e Pension Reserv e Balance of the Old System is $164,227,930 and it is 
5.0%  funded . 



3 

FIREFIGHTERS' PEN SION AND RELIEF FUND 
OF THE CITY OF NEW  ORLEAN S 

N OTES TO FINAN CIAL STATEM ENTS 

B) _Annuity Savings 

D) 

(Continued) 

PAGE 10 

"/'he Annuity Savings is credited w ith contributions m ade by m em bers of the Fund. 
W hen a m em ber term inates his service, or upon his death before qualifying for a 
benefit, the refund of his contributions is m ade from  this reserv e. Wh en a m ember 
retires, the am ount of his accum ulated  contributions is transferred to the Pension 
Reserv e to provide part of th e benefits. The Annuity Savings balance of the New 
System is $17,159,417 and it is fully funded . Th e Annuity Savings balance of the Old 
System is $19,993 and it is fully funded. 

"I'he Pension A ccum ulation consists of contributions paid by em ployers, interest eam ed  
on investm ents an d any other incom e not covered by other accoun ts. This fund is 
charged  annually w ith  an  am ount, determ ined by th e actum'y, to be transferred  to the 
P/~nsion Reserve to fund retirem ent benefits for existing recipients. It is also relieved  
when expenditures are not co vered  by oth er accounts. The Pension Accumulation 
balance of the New System is $88,264,325 an d it is fully fim ded . The Pension 
Accumulation balance of th e Old System is $1,419,311 an d it is 0%  funded . 

D eferred  Retirem ent Option Plan  Aeco un l 

The Deferred  Retirement Op tion Plan  (DROP) Accoun t receives an d holds the monthly 
retirem ent benefits deposited  on behalf of DROP participants whi le th ey continue to 
w ork. At term ination, a lum p sum  paym ent of th e DROP deposits is m ad e to th e 
par ticipan t or th e participan t m ay elec t to leave th e accum ulated  benefits on deposit in 
the DROP accoun t. Th e DROP accoun t balan ce of the New System is $1,159,370 an d 
it is fully funded . The DROP balance of the Old System is $1,011,527 an d it is fully 
:funded . 

Pallial Lum n-Sum  OPtion Paym ent A ceoun l 

The Partial Lump-Sum  Option Paym ent (PLOP) Accoun t receives an d holds until 
requested an  initial lum p-sum  benefit which shall not exceed  an  am oun t equal to the 
m em ber's norm al retirem ent benefit tim es sixty, for those m em bers who have not 
participated in the D ROP, an d who upon application for retirem ent, elec t to receive 
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the actuarial equivalent of their retirem ent benefit as a red uced m onth ly benefit plus an 
initial hunp-sum benefit. The PLOP aec ount balance of the New System is $67,679 
and it is fully funded . The PLOP balance of the Old System is $210,899 and it is fully 
funded. 

5 

The Aggregate Level Norm al Cost M eth od was  used  to calculate the funding req uirements 
of the N ew System . This funding m ethod allocates pension costs as a level percentage of payroll 
over the future working lifetim e of current m embers. The Aggregate Cost M eth od produces no 
unfunded  accrued  liability. Under th e Aggregate Cost M ethod, actuarial gains and losses are 
spread over future norm al costs. Bas ed  on actu al experience fu ture norm al costs w ill increase or 
decrease. 

Th e Enlry Age N orm al Cost M eth od was  used to calculate th e fu nding requirem ents of the 
Old System. Under this co st method, the actuarial present value of the projected benefits of each 
individual included  in the valuation is allocated on a level basis as  percentage of payroll for each 

participan t between entry age and assumed retirement age(s). Th at portion of the actuarial present 
value attributable to current year benefit accruals is called  th e Norm al Cost. Th e actu arial present 
value of future benefits in excess of th e actuarial present value of the fu ture norm al co st is called  
the actuarial accrued  liability. Gains an d losses directly increas e or dec reas e th e un funded  accru ed  
liability. 

A lthough th e Entry Age N orm al Cost M ethod w as  used  to calculate th e funding 
requirem ents of the Old System , it is funded  on a "pay-as -you-go" bas is, as m ore fu lly described  in 
Footnote 3. Current contributions cover current expenses only. 

Th e sole change for the 1999 valuation is th e retirem ent as sum ption for the N ew System . It 
has been chan ged  to be more direc tly tied  to the service oriented  eligibility provisions rather than  
the age spec ific rate used  in th e pas t. 

Following ar e th e com ponents of the Pension an d Relief Fmld's deposits, cas h eq uivalents 
an d investm ents at D ec em ber 31, 1999: 

Dep osits (Bank balan ce) 
Cas h equivalents 
Investn~ents 

NE W  
SY STEM  

$ 570,113 
24,746,383 
185,083,869 

OLD 
SY STEM  
$2,182,377 
7,953,663 

38,922 
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The Fun d's bank account balances as of D ecem ber 31, 1999 w ere entirely covered  by fed eral 
depository insur ance and pledged  securities. 

Cash Equivalents 

Cash equivalents of the New System an d Old System co nsist of govern m ent backed pooled  
funds and eonunereial paper. The funds are held by the Fund's custodian's trust dep artm ent in the 
Fun d's nam e. The cas h equivalents of the Old System  also consist of repur chas e agreem ents 
which are collateralized. 

In vestm ents 

Statutes auth orize th e Fund to invest under the Prudent-M an Rule. The Prudent M an  Rule 
shall req uire each fiduciary of a retirem ent system and eac h board of trustees acting collec tively on 
behalf of the system to act with care, skill, pru dence an d diligence un der th e circum stan ces 
prevailing that a pru dent institutional investor acting in a like capacity and familiar with such 
m atters w ould use in the conduct of an enterprise of a like character an d w ith like aim s. 
N otw ithstan ding the Prudent-M an  Rule, the Fund shall not invest m ore than  sixty-five percent of 
the total portfolio in com m on stock. 

The Fuud's investm ents are categorized  to give an indication of the level of custodial cred it 
risk as sum ed by th e entity at year -end. Category 1 includes investm ents that are insured  or 
registered or for which the sec urities are held by the Fun d or its agent in th e Fun d's nam e. 
Category  2 includes uninsured  an d un registered  investm ents for which th e sec urities are held by 
the broker's or dealer's trust departm ent or agent in th e Fund's nam e. Category  3 includes 
uninsured  and unregistered  investm ents for whi ch th e sec urities ar e held by th e broker or dealer, or 
by its trust dep artm ent or agent but not in th e Fun d's nam e. 

N ew System  
Collateral held under Securities Lending Program 
Bonds 
Stocks 
M utu al funds 
N otes recc ivable 
Investm ent in partnerships 
In vestm ents held by broker-dealers in 
which collateral m ay be reinvested: 
Bonds 
Stocks 

TOTAL 

$ 9,556,392 
53,056,831 
64,783,508 
36,465,846 
4,760,000 
7,162,368 

4,373,118 
4,925,80_6 

$185.o~.2.6.2 

2 
1 
1 

N/A 
1 

N/A 

N/A 
N/A 
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N OTES TO FIN AN CIAL STATEM ENTS 

Investments: (Continued) 

Old System  
Stocks 

TOTAL 

(Continued ) 

$____38,922_ 

PA GE 13 

CATEGO RY 

M arket values for the N ew System  and Old System are furnished by th e Fund's custodial 
bank and independent public sources. 

Board m embers are not paid per diem  for attending board m eetings. 

D uring 1999, the Fund entered into a lease for office spac e retroactive to Jan uary 1, 1998. 
The five-year lease requires monthly paym ents of $782. Prior to the signing of the lease, the Fun d 
rented the office space on a month-to-month basis at $782 per month. Total rent expense for the 
year ended Dcc ember 31, 1999 was $10,509. Future m inimum rent paym ents under the leas e are 
as follow s: 

Year  
2000 
2001 
2002 

8. U SE OF ESTIM ATES 

Am oun t 
$ 9,380 
9,380 
9,380 

$28.140 

The process of preparing finan cial statem ents in conform ity w ith  generally accep ted  
accoun ting principles requires th e use of estim ates and as sum ptions regar ding certain types of 
assets, liabilities, revenues and expenses. Such estim ates prim arily relate to un settled  transactions 
and events as  of th e date of the financial statem ents. Accordingly, upon settlem en t, actual results 
m ay differ from  estim ated  am oun ts. 

9. RE OUIREI) SUPPLEM ENT ARY SCHEDULE INFORM A TION 

Information in th e Required  Supplenaentary Sched ules is designed  to provide inform ation 
about th e Fun d's progress m ade in accum ulating suffi cient as sets to pay benefits and is presented  
on pages 22 - 24. 
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The Board of Trustees of the Fund authorized the Fund to enter into reverse repurchase 
agreem ents in th e operation of its securities lending progr am . Th ese agr eem ents consist of th e 
loan of stoek and bonds with  a sim ultan eous agreem ent to reaequire th e stone loan ed security in 
the futur e plus a contract rate of interest. Th e Fun d requires th e dealer to transfer cash or co llateral 
of 102%  of'th e m arket value of the sec urities un derlying th e reverse rep urchase agr ee m ents. This 
excess provides th e Fun d with a m argin against an increase in the m arket value of th e tran sferred  
sec urities. If th e dealers default on their obligations to retransfer th ese sec urities to th e Fun d or to 
provide secur ities or cash of eq ual value, the Fun d is protec ted from  an econom ic loss bec ause of 
the m argin required  from the dealers. 

In cases of sec urity loans in which the collateral received by the Fund is cash, th e Fun d is 
able to reinvest the cas h under th e agree m ent w ith  the dealer. W hen th is occurs th e co llateral is 
reported  as an asset with a corresponding liability. If the Fund rec eives co llateral other than  cash, it 
m ay not reinvest th e co llateral. W hen th is occurs, th e Fund does not rec ord th e co llateral on th e 
finan cial statcanents. In both eas es, th e loan ed  sec urities continue to be rep ol~ed as an  as set on th e 
balan ce sheet and in footnote 5. At D ec em ber 31, 1999 all co llateral w as cas h co llateral. Th e cas h 
collateral w as  invested in cash equivalent and eom m ereial paper at I)ee em ber 31, 1999. The 
m aturities of these investm ents m atch the m aturities of th e sec urities loans. 

The inform ation was not available to compute the gross am oun t of interest inco me earned  
an d interest expense incurred from  see urity lending tran sactions. Th e net inco m e rec eived from  
the tran sac lions in the am ount of $26,188 is rec orded  on th e finan cial statem ents in investm ent 
inco m e. 

The Fund has entered into futures contracts for the purpose of trading. At D ecem ber 31, 
1999, the N ew System  had outstan ding seventy-ifine index futures co ntracts, all m aturing M ar ch 
2000. Th e Old System  had outstan ding eleven treas ury bond and note futur es co ntrac ts an d seven 
index futures contracts, all m aturing M arch 2000. Th e notional value of th e open contrac ts at 
December 31, 1999 was $17,753,825 and $3,494,117 for th e New System an d Old System , 
respectively. Th e fair value of the open co ntracts at December 31, 1999 was $20,143,025 and 
$3,643,507 for the New System an d Old System , respec tively. 

Th e Fund is exposed to cred it loss in the event of nonperform an ee  by the other parties to th e 
futur es contracts. How ever, th e Fun d does not an ticipate nonperform ance by th e eoun terparties. 
Th e Fund is exposed  to m arket risk as a result of possible fu tur e changes in m arket prices. The 
m axim um am oun t of cred it or m arket risk: to th e Fund is th e notional value of th e contracts. 
During th e year ended  Dec ember 31, 1999, the New System realized  net gains of $2,199,934 on 
futures tradhlg. Th e Old System realize..d gains of $128,194 on fu tures trading. Th e net gains are 
recorded  on th e financial statem ents in investm ent incom e. 



FIR EFIGHTERS' PEN SION AND RELIEF FUN D 
OF THE CITY OF NEW  ORLEAN S 

N OTES TO FIN AN CIA L STATEM ENTS 
DECEM BER 31 1999 

PAGE 15 

The Fund is required to pled ge a $2,000,000 treasury note with a carrying value of 
$2,000,000 as collateral for the trading account for the New System . At December 31, 1999, the 
pled ged  note's carrying value was $2,000,000. Th e Fund is also req uired  to maintain a margin 
accoun t in the amount of $2,000,000, to serve as the source of fun ds for any req uired  variation 
m argin, anti is co nsistent with risk param eters agreed to. At December 31, 1999, the m argin 
accoun t's balance was $11,106,017. 

The Fund is req uired  to pled ge $190,000 in treasury bills with a carrying value of $190,000 
as  co llateral for the trading account for the Old System . At D ecem ber 31, 1999, the pledged  
treas ury bills' carrying value was $190,000. The Fun d is also required  to m aintain a margin 
acco unt in the am ount of $190,000, to serve as the sour ce of fun ds for any required  m argin 
variation, an d is co nsistent w ith th e risk par am eters agreed  to. At D ec em ber 31, 1999, th e m argin 
account's balance was $4,253,663. 

D ur ing th e year ended D ec em ber 31, 1999, th e Fun d had investm ents in three corporations. 
The term s and details of th e notes are as follows: 

a) On October 1, 1997, the Fun d loan ed $3,000,000 to W eston Lakes Coun try Club an d 
Sierra Golf Corp. (the Corporations). The loan bears interest at 9% which is due in 
quar terly installm ents com m encing from  the date of the loan . Principal is to be paid in 
quar terly installm ents com m encing Jan uary 31, 2003 an d ending Jan uary 31, 2008. 

'1"he Fun d m ay, by giving written notice of its desire to do so on or before July 31, 
2002, accelerate the balance due under th e loan  and, in said event, th e Corp orations are 
required  to pay the cum ulative sum  of all un paid principal, accrued  but un paid interest, 

projected net cash flow not yet paid plus 35% of the net appraised value of the property 
an d th e im provem ents on or before Jan uary 31, 2003. In th e event th at th e Fund does 
nol elec t to accelerate th e loan , th e Corp orations m ay give written notice subsequent to 
July 31, 2002 but on or before October 31, 2002 of their desire to prepay th e loan  un der 
the sam e term s as  th e Fun d's acceleration. 

']?he note is collateralized  by a deed  of trust gran ting a m ortgage ranking in first 
position on the property an d im provem ents of W eston Lak e Coun try Club. Additional 
interest of the greater of 35% of net cash flow (gross inco me of the property less 
operating expenses of the property) or projected  net cash flow (as detailed  in the loan  
agteemen0 is due in annual installments commencing Jan uary 31, 1999, un til the note 
is paid in full. For th e year ended  December 31, 1999, the Fun d earned interest 
(including additional interest) of $371,698 which is recorded  as investment inco me. 
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On February 4, 1999, the Fun d loaned $1,750,000 to BSL Golf of California, Inc.. 
(BSL), in addition to $10,000 loaned to BSL previously. The total loan bears interest 
ill 8.5% , due in quarterly installm ents. Principal is to be paid in quarterly installm ents 
commencing January 31, 2004 until the balan ce due is $10,000. The remaining 
S10,000 w ill be due on January 14, 2037. 

The Fund m ay, by giving written notice of its desire to do so on or before July 31, 
2004, accelerate th e balan ce due under the loan , and in said event, BSL is required  to 
pay, on Jan uary 31, 2005, all unpaid am oun ts of principal, interest, 20%  of net cash 
flow or projected net cash flow (whichever is greater) an d 20% of the am ount by which 
the appraised  value of the property an d im provem ents exceed th e aggregate value of 
the sum due under this note an d th e senior indebtedness. In the event th e Fun d does 
not elect to accelerate th e loan , BSL m ay give written notice of its desire to do so after 
2uly 31, 2004 but on or before October 31, 2004, to prepay thi s note as of Jan uary 31, 
2005 under the sam e term s as th e Fund's acc eleration. 

"/'he note is collateralized  by a deed of trust gr an ting a m ortgage ranking in second 
position on property and im provem ents for B SL's golf course facilities. A s of 
l)ex:em ber 31, 1999, th e first rnortgage on th e property an d im provem ents was  
$15,000,000. As additional collateral, the Fun d holds a security interest in 1,000 shares 
of the stock of BSL. Additional interest of the greater of 20% of net cash flow (gross 
income of the property less operating expenses of the property) or projected net cash 
tlow (as detailed in the loan  agreement) is due in annual installments commencing 
January 31, 2000, un til th e note is paid in full. For th e year ended  D ecem ber 31, 1999, 

the Fun d earned interest (including additional interest) of $251,254 which is recorded 
~ts investm ent in com e. 

Dur ing the year ended  Decem ber 31, 1999, th e Fund had investm ents in three partnerships 
as  follows: 

a) During 1998, the Fund invested $7,500,000 as a limited partner in the Scott's Cove 
Special Credits Fun d l, L.P. (the partnership). The partnership seeks capital 
apprec iation an d current in co m e, prim arily through investm ent in debt an d eq uity 
sec urities an d oth er obligations of entities whi ch ar e highly leveraged  or involved  in a 
reorgan ization. Th e partnership also invests in oth er finan cial inslxum ents believed  by 
th e investm ent m an ager to be undervalued . A ll investm ents m ade by th e partnership 
are in the equity an d debt obligations issued  or guaran teed by U.S. corporate entities or 
otherwise subject to U.S. bankluptcy law. 
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N et incom e or loss is allocated on a quarterly basis to the capital accounts of th e 
partners, based upon each partner's percentage of partnership capital at the beginning of 
the quarter. The Fund's share of partnership income for 1999 was $27,728. Th e Fund 
liquidated its investm ent in Scott's Cove in 1999. 

b) During 1999, the Fun d invested  $4,821,115 as a limited  partno" in the South Peters 
Hotel Investors, L.P. (the partnership). Th e partnership was formed for the purpose of 
acquiring, developing and operating a hotel and parking garage co m plex. 

Net in co m e or loss is allocated  at: leas t annually to the capital accounts of th e partners, 
hased  upon each partner's capital co ntributions in relation to th e total capital 
co ntributions m ade or required  to be m ad e by all of th e partners. Th e partnership 
earned  no incom e for 1999 as it is in th e pre-operating stage. In addition, the Fund is 
en titled  to an annual return of seven an d one-half percent on its capital contribution 
which shall accrue from  th e date of investm ent of the capital contribution. Th e Fund's 

income for 1999 totalled  $173,362. 

c) During 1999, the Fund invested $2,449,822 as a limited  partner in First America Asia 
Fund I, L.P. (the partnership). The partnership was formed to achieve significant long- 
term capital gains through investm ent in holding com panies owned  by com panies 

which will use the funds to invest in private joint ventures in Asia, excluding Japan. 

N et inco m e or loss is allocated  on an  annual bas is to th e capital acco un ts of th e partners 
]n proportion to th eir respective capital accoun ts. The Fund's share of parlnership loss 
for 1999 was  $108,570. 

Inco m e or loss earned  on all partnershi p investm ents is recorded in investm ent inco m e on 
the financial statem ents. 
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Cash equivalents $ 
Bonds: 

U.S. Govern m ent 
and Agency Issues 

Corporate bonds 
Foreign bonds 

Stocks 
Notes receivable 
Investm ent in partnerships 
M utual Funds 

F1REFIGHTERS' PEN SION AND RELIEF FUND 
OF TH E CITY OF NEW  ORLEAN S 
SCHEDU LE OF IN V ESTM EN TS 

D E~ EM I~F.R 31_ 1999 

PAR VALUE OF BOND S 
New Old 
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ORIGIN AL COST M A RKET VALUE 

New 

~ m m 
Old New Old 

Systena System 

- - $ -.- $ 24,746,383 $ 7,952,283 $ 24,746,383 $ 7,953,663 

16,873,640 
41,297,637 

1,675,000 

16,750,388 
39,491,373 
1,755,004 
60,142,964 
4,760,000 
7,162,368 
26,503,273 

51,779 

16,337,434 
39,350,423 
1,742,092 
69,709,314 
4,760,000 
7,162,368 
36,465,846 

38,922 

$ 1
_
81,311,753 $ 8,004,062 $_ _200~273~860 $_ 7~992~585 



FIREFIGHTERS' PEN SION AND RELIEF FUND  
OF THE CITY OF NEW  ORLEAN S 
SU PPLEM EN TARY IN FORM ATION 

SCH EDULES OF ADM INISTRA TIVE EXPEN SES 
FO R TH E Y EAR EN D ED D ECEM BER 31_ 1999 

A ccounting, auditing and legal 

Actuary fees 

A dvertising - legislative 

D epreciation 

Insurance 

Interfund allocation 

Office supplies and printing 

Other 

Payroll and payr oll taxes 

Pension sem inars and education 

Postage 

Professional - m edical 

Rent 

Telephone 

TOTA L 

N ew 
~.v~st~m 

. ~ 

256,500 

19,821 

$ 276,321 
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Old 
System  

117,562 

35,477 

14,108 

2,229 

70,261 

(256,500) 

17,563 

2,162 

191,903 

107,521 

7,316 

12,000 

10,509 

1,992 

334,103 



YEAR 

199,4 
1995 
1996 
1997 
1998 
1999 

XF_.,AR 

199,1. 
1995 
1996 
1997 
1998 
1999 

FIREFIGHTERS' PEN SION AND  RELIED FUND  
SUPPLEM ENTARY INFORM ATION  
SCH EDULES OF CON TRIBUTION S 

N EW  SY STEM  
A ctuarial 
Required 

Contributions 
Fanplo~  

3,157,080 
2,432,808 
3,156,216 
2,856,000 
2,897,928 
2,887,752 

Percent 
Contributed 
Em ployer 

OLD SY STEM  

96.93 %  
100.00 
100.00 
105.16 
85.72 
121.86 

Actuarial 
Required 

Contributions 
Em ployer and 

Other 
Soum e~ 

18,718,644 
18,630,960 
18,400,260 
17,878,316 
18,978,384 
19,035,820 

Percent 
Contributed 
Em ployer and 

O ther 
Sources 

79.55 %  
79.31 
93.59 
102.99 
90.99 
92.59 
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A ctuarial 
V aluation 
Date 

FIREFIGHTERS' PEN SION  AND RELIED FUN D 
SUPPLEM ENTAR Y INFORM A TION 

SCHEDULE OF FUN DIN G PRO GRESS - OLD SY STEM  

OLD SY STEM  

A ctuarial 
V aluation 
ASSETS 

Actuarial 
Aceured 
Liability 

(AAL) 

Unfunded 
AAL Funded 

(UAAL) Ratio 

PAGE 23 

U AAL A s A 
Percentage 

Covered O f Covered 
P~ toll Payroll 

December31 1994 $ 3,622,853 $ 154,575,834 $ 150,952,981 2.34 % $ 2,617,351 

December 31 1995 3,769,588 165,740,271 161,970,683 

December 31 1996 5,628,192 161,277,876 

December 31 1997 8,548,009 172,848,372 164,300,363 

December 31 1998 

December 31 1999 

9,251,250 173,513,041 164,261,791 

9,422,770 166,889,660 157,466,890 

2.27 

3.37 

4.95 

5.33 

5.65 

2,505,605 

556,263 

336,872 

207,315 

130,608 

5,767.40 

6,464.33 

28,993.10 

48,772.34 

79,232.95 

120,564.50 
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FIREFIGHTERS' PEN SION AN D RELIEF FUND 
OF THE CITY OF NEW  ORLEAN S 
SUPPLEM ENTARY INFORM ATION 

N OTES TO SCHEDULES OF CONTRIBUTIONS AND SCHEDULE OF FUNDIN G PROGRESS 
DECEM BER 31. 1994 THR OU GH 1999 

The inform ation presented in the Schedules of Conlfibutions and th e Schedule of Funding Progress was 
determ ined  as pm't of the actuarial valuations at the dates indicated . Additional inform ation as  of th e 
latest actuarial valuation follows: 

Valuation D ate 

A ctuarial Cost M c;thod 

Asset Valuation M eth od 

A ctuarial A ssum ptions: 
Investm ent Rate of Return 

Projected Salary Increases 
Cost of Living Adjustm ents 

Am ortization M ethod: 

Rem aining Am ortization Period: 

Change in Actuarial A sstunptions: 

Dec em ber 31, 1999 

N ew System : The A ggr egate Level N orm al Cost 
M ethod. 

Old System : Entry Age N orm al Cost M eth od. 

N ew System : 

M arket value adjusted to average realized and 
unrealized  capital gains over a three year  period. 

Old System : M arket value 

7.5%  
5%  
The present value of future retirem ent benefits is 
based on benefits currently being paid by the Fund 
an d includes previously gr anted cost of living 
inereases. Th e present values do not include 
provisions for potential fu ture increas es not yet 
auth orized by the Board of Trustees. 

Th e am ortization period is for a specific number of 
years with paym ents at a level amount. 

13 year s 

The retirem ent assum ption for th e N ew System  has  
been chan ged to be m ore directly tied  to th e service 
oriented  eligibility provisions rather th an  the age 
specific rates used  in the past. 



 

FIREFIGHTERS' PEN SION  AND RELIEF FUND 
OF THE CITY OF NEW  ORLEAN S 

INDEPENDENT AUDITOR'S REPORT ON COM PLIANCE AND 
ON INTERN AL CONVFROL OVER FIN AN CIAL REPORTIN G 

BA SF, D ON AN AUD IT OF FIN AN CIA L STATEM ENT S PERFORM ED 
IN ACCORDAN CE W ITH GOVERNM ENT  AUDITING STANDARDS 

FOR THE YEAR END ED D ECEM B ER 31, 1999 

Honorable M ayor and Council of 
the City of N ew Orleans, Louisian a 
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M ay 2, 2000 

W e have audited the financial statem ents of the Firefighters' Pension an d Relief Fund of the City of 
N ew Orlean s as of and for th e year ended D ecem ber 31, 1999, and have issued our report thereon dated  
M ay 2, 2000. W e conducted  our  audit in aeo ordanee with generally accepted  auditing stan dards an d th e 
stan dar ds applicable to finan cial audits contained  in Government Auditing Standards, issued  by the 
Com ptroller General of th e United  States. 

As part of obtaining reasonable as sur ance about wheth er th e Firefighters' Pension an d Relief Fund 
of the City of N ew Orleans' finan cial statem ents are free of m aterial m isstatem ent, w e perform ed tests of 
its com plian ce w ith certain provisions of law s, regulations an d contracts, noncomplian ce with which 
co uld have a dir~zt an d m aterial effec t on th e determ ination of finan cial statem ent am ounts. H owever, 

providing an opinion on complian ce with those provisions was not an objective of our audit and, 
accordingly, w e do not express such an  opinion. The results of our  tests disclosed  no instan ces of 
noncom plian ce that are required  to be reported reader Government Auditing Standards. 

Financial R 

In planning an d perform ing our  audit, w e co nsidered  th e Firefighters' Pension an d Relief Ftmd of 
the City of N ew Orleans' intern al control over financial rep orting in order to determ ine our auditing 
procedur es for the purpose of expressing our  opini on on the finan cial statem ents an d not to provide 
as suran ce on th e intern al control over finan cial rep orting. Our co nsideration of th e intem al control over 
finan cial reporting would not nec essarily disclose all m atters in th e internal co ntrol over finan cial 
reporting th at m ight be m aterial weaknesses. A m aterial weakness is a condition in  which th e design or 
operation of one or m ore of the intern al co ntrol com ponents does not red uce to a relatively low level th e 
risk that m isstaternents in am ounts that w ould be m aterial in relation to th e finan cial statem ents being 
audited  m ay occur and not be detec ted  w ithin a tim ely period by employees in the norm al co ur se of 
perform ing th eir as signed  functions. W e noted  no m atters involving the intern al control over finan cial 
reporting an d its operation th at we consider to be m aterial weaknesses. H ow ever, we noted  a m atter 
involving th e intern al co ntrol over finan cial reporting th at w e have reported  to m an agem ent in  a sep ar ate 
letter dated  M ay 2,, 2000. 

This rep ort is intended  solely for the use of the City Coun cil, Board of Trustees, an d the 
Legislative Auditor and is not intended  to be an d should not be used by anyone other than these spec ified  
parties. Under Louisian a Revised  Statute 24:513, th is rep ort is distributed  by the Legislative Auditor as a 
public docum ent. 
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M ay 2, 2000 

W e have audited the financial statem ents of the Firefighters' Pension and Relief Funds of the 
City of N ew Orleans as of and for the year ended D ecember 31, 1999, and have issued our report 
thereon dated M ay 2, 2000. W e conducted our audit in accordance with  generally accepted auditing 
standards and th e standards applicable to financial audits conta in ed in G overnm ent A uditing 
Standards, issued by th e Com ptroller G eneral of th e U nited Sta tes. 

As part of our exam ination, we have issued our report on th e financial statem ents, dated M ay 
2, 2000, and oui report on intern al control and com pliance w ith  law s, regulations, and contracts, 
da ted M ay 2, 2000. 

D uring th e course of our exam ination, w e becam e aw are of th e follow ing m atter which 
represents a suggestion for im proved in tern al control. 

99-1 Investm ents 

D uring the audit, it w as noted th at th e Fund's investm ents w ere not recorded and reconciled 
to th e Bank O ne trust statem ents during the year. It is necessary to record the transactions during the 
year in order to locate and investigate possible discrepancies tim ely and also to have accurate 
financial sta tem ents available during th e fiscal year . 

The in vestm ents w ere recorded and reconciled to th e Bank One Tlaast sta tem ents after year 
end and th e audited balances were correctly stated at D ecember 31, 1999. 

W e recom m end that the Fund take th e necessary steps to ensure that all in vestm ent 
transactions are recorded and reconciled to th e Bank One trust statem ents in  a tim ely m anner. 



H onorable M ayor and 
Council of the City of N ew  O rleans -2- M ay 2, 2000 

W e recom m end m anagem ent address the foregoing issue as an im provem ent to operations 
and th e adm inislxation of public program s. W e are available to further explain  th e suggestion or 
help im plem ent the recom m endation. 

W G S/tk 

Sincerely, 

D U PLAN TIER , H RA PM A N N , H O G A N  &  M A I-IER , LLP 

W illiam  G . Stam m , CPA  
Partner 



June 27, 2000 

RECEN ED 
BOARD OF TRUSTE~E'~ISLR'TIV[? AUDITOR 

- OF TIlE - 

FIRE FIGH TER 'S PEN SION  A 
FOR Tt]E CITY OF N EW  ORLEANS 

329 SO. I)ORG ENO IS srI'IIEET 
NEW  ORLEANS, LOUISIANA 70119 

821-4671 

827-1129 fax 

l,egislative A uditor 
State of 1,ouisiana 
1'.O . Box 94397 
Baton Rouge,. l,ouisiana 70804- 9397 

Dear Sir or M adam 

) l"ollow ing is the Corrective A ction 1 lan for A udil Finding 99-1, rcporled in our 

m anagenm nl loller for the 3'ear ended Decem ber 3 l, 1999 

99-1 

W e w ill COlTeel. lhis silualion by having our accountant prepare reconciliations of our 

nvcstm enls per tile Bank One trust statem ents to our books on a quarlerly basis. The Fire 

Fighters Pension and Relief Fund and Bank One will investigate unusual transactions oil a 

quarterly basis lo ensure proper accounting 

Should you require further inform ation , please do not hesitate to contact m e 

Secretary -Treasurer 


