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LWrHER C . SPEIGHT ~ C OMPANY 

A Corporation of Certified Public Accountants 
and Management Co nsultants 

INDEPENDENT AUDITO R'S REPORT 

ltonom ble M ayor and Council of the City of New Orleans, Louisiana 

W e have audited the accompanying statements of net assets available for benefits of th e City of 
New Orleans Employees' Retirement System Combination Defined Benefit and Defined 
Contribution Pension Plan as of December 31, 1999 and 1998, and th e related statements of 
changes in net assets available for benefits for th e yea rs th en ended  and the statement of 
accumulated plan benefits as of'December 31, 1999, and th e related  statement of changes in 
accum ulated  plan benefits for the year then ended . These financial statem ents are th e 
responsibility of the Plan's management. Our responsibility is to express an opinion on these 
financial statem ents based on our audit. 

W e conducted  our audits in acc ordance with generally acc epted auditing standards. Those 
standards require that w e plan and perform the audits to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, 
on a test basis, evidence supporting th e amounts an d disclosures in th e financial statements. An 
audit also includes assessing the acc ounting principles used and significant estimates made by 
m anagement, as well as evaluating the ovexzll financial statement presentation. W e believe th at 
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, 
information regarding the City of New Orlea ns Employees' Retirement System 's Defined  
Benefit/D efined Contribution Plan's net assets available for benefits as of December 31, 1999 
and 1998, and changes therein for the years then ended and its financial status as of Decem ber 
31, 1999 and 1998, and changes th erein for th e years then ended in conform ity with generally 
accepted aex:ounting principles. 

N ew Orlea ns, l.ouisiana 
June 16. 2000 

New Orleans Office: 10001 Loke Forest Blvd Suite 404 New Orleons, LA 70127 phone (504) 244 9400 fox(S04) 24443240 



CITY OF NEW  ORLEANS EMPLOYEES' RETIREM ENT SYSTEM 
STATEM ENT Of: NET ASSETS AVAILABLE FOR BENEFITS 

ASSETS 
INVESTM ENTS AT FAIR VALUE 

C~:4sh Equivalents 

U.S. Governm ent Obligations 
Corporate Securities 

Bonds 
M ortgages 
Equities 

TOTAL INVESTME-NTS (at Fair Value) 

RECEIVABLES: 
Contributions 
Accrued Interest & Dividends 
Due from broker for securities sold 

TOTAL RECE IVABLES 

PREPAID EXPENSES 

CASH 

TOTALASSETS 

LIABILITIES 

Due to Term inated em ployees 
Due 1o Broker for Securities Purchased 
Due to City of New Orleans 
Accrued Managem ent and Custodial Fees 
Accounts Payable 

TOTAL LIABILI'I IES 

1999 

Decem ber 31 

1998 

$ 27.967,734 $ 15,041,672 

66,196.968 

21,156.374 
50,024,061 
207,271,809 

372,616,946 

536,107 
1,882,791 

0 

2,418,898 

733.716 

576.789 

57.175,510 

61,573,889 
17,587,519 
202.482.353 

353.860.943 

392,024 
1,818,817 
159.529 

2,370,370 

466.034 

17.478 

376.346.349 356.714,825 

272,580 
320,948 
115,698 
370,186 
86.201 

1.165.613 

NET ASSETS AVAILABLE FOR BENEFITS $375,180,736 

141,087 
340,715 
74,754 

431,339 
160.541 

1.148.436 

$355,566,389 

The accom panying notes are an integral part of these financial statem ents 
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CITY OF NEW  ORLEANS EM PLOYEES' R["TIREM ENT SYSTEM 
STATEM ENT O F CHANG ES IN NET ASSETS AVAILABLE FOR BEN!E!FITS 

FOR THE YEARS ENDED 
Decem ber 31, 

1999 1998 
ADDITIO NS TO NET ASSETS 
Investm ent Incom e: 

Interest & Dividends 
Net Appreciation in fair value 
Com m ission f;'eeapture 
Securities Lending 

Less: Investm ent Expenses 

Net Investm er~t Incom e 

Contributions: 
Em ployer 
Em ployees 
Transfers from S&W B 
Paym ents for M ilitary Services 
Transfers from State System 

Total contributions: 

TO TAL ADDITIO NS TO NET ASSETS 

DEDUCTIONS FROM NET ASSETS 
Retirem ent Allowances 
Ordinary Disability Retirem ents 
Accidental Disability Retirem ent 
Separation Retirem ents 
Refunds to Nlam bers 

Transfers to tile State Retirement System 
Transfers to the Sewerage and W ater Board 
Transfer to M .P.L:.R.S. 
Lum p Sum 13enefits Due to Death of M em bers 
Cost of Living Benefits 
Drop W ithdrawal 
Transfers to the Firefighters Retirem ent System 

$11,733,598 
16,377,070 

74,172 
89,993 

28,274,833 

__ g ,659,998 .)_ 

26,614,835 

6,162,035 
3,717,531 

10,999 
25,508 
132.455 

10.048.528 

36.663.363 

10,729,174 
1,288,621 
619,436 
386,700 

1,522,543 
50,943 
166,176 
69,488 
296,295 

1,633,925 
285,715 

0 

TOTAL DEDUC11ONS FROM NET ASSETS 17,049,016 

NET INCREAS[- 

NET ASSETS AVAIt ABLE FO R BENEFITS 

Beginning of Year 

END O F: YEAR 

19.614.347 

355.566.389 

$375,180,736 

$12,640,045 
28,291,582 

96,964 
65,155 

41,095,746 

__ _  1(~,3~,793) 

39.783.953 

8,739,480 
3,481,930 

69,039 
24,038 

O 
12.314.487 

52.096.440 

10,508,391 
1,230,473 
575,494 
340,771 

1,042,980 
97,442 
35,385 
8,784 

298,884 
1,465,548 

48,956 
20.954 

15.674.062 

36.424.378 

319.142.011 

$355.566.389 

-1 he accom panying notes are an integral part of these financial statem ents 
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CITY O F NEW  O RLEANS EM PLOYEES' RETIREM ENT SYSTEM 
,STATEM ENT O F ACCUM ULATED PLAN BENEFITS 

DECEM BER 31, 1999 AND 1998 

ACTUARIAL PRESENT VALUE OF 
ACCUM ULATE[) PLAN BENEFITS 

Vested benefits: 
Participants currenUy receiving paym ents 
Other participants 

Nonvested benefits 

1999 1998 

139,774.244 
90,435,507 
230,209,751 

$136,470,701 
84,720,619 
221.191.320 

33.599.187 33.010.711 

TOTAL ACTUARIAL PRESENT VALUE 
OF ACCUMULATED PLAN BENEFITS $263,808,938 $254,202,031 

lhe accom panying notes are an integral part of these financial statem ents 
4 



 

CITY O F NEW  ORLEANS EM PLOYEES' RETIREM ENT SYSTEM 
STATEM ENT O F CHANGES IN ACCUM ULATED PLAN BENEFITS 

YEAR ENDED DECEM BER 31, 1999 

ACTUARIAL PRESE-NT VALUE O F ACCUM ULATED 
PLAN BENEFITS A'I BEGINNING OF YEAR $ 254,202,031 

Increase (decrease) during the year attributable to 
Plan Am endm ent 

Benefits accum ulated* 
Benefits paid 

2,224,473 
22,510,918 

(15,128,484) 

ACTUARIAl. PRESENT VALUE OF ACCUM ULATED 
PLAN B[.:NEF-'ITS AT END OF YEAR $ 263,808,938 

* Includes interest and effects of actuarial gains end losses 

3he accom panying notes are an intogral part of these financial st~tem ents 
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NOTES TO TIlE FINANCIAL STATEM ENTS 

A . PLAN DESCRIPTIO N 

The EM PLOYF.F.S' RETIREM ENT SYSTEM OF TIlE CITY OF NEW ()RI~EANS (Retirement 
System) is a Combinatiou Defined Benefit and Defined Contribution Pension plan established 
under the laws of the State of Louisiana. The City Charter provided that the Retirem ent 

Ordinance (Chapter 55 of the Code) continues to govern and control the Retirement System 
under the nlanagem ent of the Board of Trustees, and also for changes in the Retirem ent System 

by council action, subject to certain limitations for the purpose of providing retirement 
allowances, death, and disability benefits to all officers and employees of the parish, except 
those officers and employees who are already or m ay hereafter be included in the benefits of any 
other pension or retirem ent system of the city, the stale or any political subdivision of the state. 

The EM PLOY EES' RETIREM ENT SYSTEM  OF THE CITY OF N EW  ORLEAN S becam e 

operative on July 1, 1947. It is supported by joint contributions of the City artd employee 
members and income fi'om investments. T!le City makes contributions for members during 
active service as well as for periods of service of m e,nbers em ployed prior to July 1, 1947. In 
this way, reserves are accumulated from the city and employee contributions. 

The general adm inistration and the ,'esponsibility for the proper operation of the Retirem ent 
System and for m aking effective the provisions of the Retirem ent Ordinance are vested in the 
five m em ber I3oard of Trustees of the Retirem ent System . 

At Decem ber 31, 1999 and 1998, EM PLOY EES' RETIREM ENT SYSTEM  m em bership 
consisted of: 

Retirees and beneficiaries currently receiving benefits 
Terminated employees entitled to benefits but not yet receiving them 

Current employees 
Vested 
Non-Vested 

TO'I AL CURRI!NT FM PLOYEES 
30"IAL ACTIVI ; t~M I'I,OYFI!S 

999 1998 

1,734 
104 

1.838 

1,566 
2.083 

3,649 
5,487 

714 
113 

1.827 

1,508 
2.344 

3,852 
5.679 



The City of N ew Orleans requires m embership in the EM PLOY EES' RETIREM ENT SYSTEM  
for all (;it5, of N ew O rleans regularly em ployed persons. 
M em bership includes: 

tim ployees hired on or after July 1, 1947, who becom e mem bers as a condition of 
em ploym ent, except for those over 65, unless they have 10 years prior service. 

2. Em ployees hired before July 1, 1947 becam e m em bers, unless they elected not to 

join. 

3. O ffi cials elected or appointed for fixed term s, however, m em bership is optiona 

All offi cers and employees of various judicial and political offi ces, except those 
covered by another system and those for whom no contributions are made by 
respective offi ces. 

Under the System , employees w ith 30 years of service, or who attain age 60 w ith 10 years of 
service, or age 65 in'espective of length of service are entitled to a retirelnent allowance, 
consisting of the following: 

1. A n annuity, which is the actuarial equivalent of the employee's accunm lated 
contribution at the tim e of retirem ent; plus 

A n annual pension, which together w ith the above annuity, provides a total retirem ent 
allow ance equal to 2%  of average com pensation tim es first 10 years, plus 2-1%% of 
average compensation tim es next 10 years, plus 4%  of average compensation tim es 
creditable service over 30 years, m aximum not to exceed 100% of average 
com pensation. For service retirement prior to age 62 w ith less than 30 years of 
service, this am ount is reduced by 3%  for each year below age 62. The reduction no 
longer exists for persons retiring after January 1, 1997 w ith 30 years of service. For 
service retirement prior to age 55 w ith 30 years of service, this am ount is reduced by 

2% (1% for members who retire prior to January 1, 1983) for each year below age 55. 
For service retirem ents at age 55 w ith 30 or m ore years of service, (his am ount is not 
reduced. 

Average compensation is defined as average annual earned compensation (which includes 
overtime earned prior to April 29, 1979 and tenure pay) of a melnber for the highest thirty-six 
successive m onths of service as a m ember, minus $1,200. 



An additional pension equal to 2%  of $1,200 times the first 10 years, plus 2.-1'~ % of $1,200 
times next 10 years, plus 3% of $1,200 times next 10 years, plus 4% of $1,200 times creditable 
service over 30 years, for m em bers who retired on or after January 1, 1983, w ill be provided if 
an em ployee retires on service retirem ent allowance after attaining age 55 while still a m ember. 
This ceases when the employee becom es eligible for Social Security. For service retirem ent 
prior to age 62 w ith less than 30 years of service, this am ount is reduced by 13%  for each year 
below age 62 (1% for each year below age 55) for service accrued prior to Janum~ 1, 1983. 

If a m em ber dies after retirem ent and before receiving the am ount of this accumulated 
contributions ill annuity and pension paym ents, the lum p sum balance of his contributions is paid 
to his beneficiary. 

W hen an active employee dies, a death benefit, equal to the employee's accum ulated 
contributions, w ith interest, is paid to the beneficiary designated by the employee or, in the 
absence of such designation, to his estate. Should the employee have completed three or m ore 
years of creditable service, there shall be paid additionally a lump sum of benefit equal to one- 
fourth of the earnable compensation of such deceased employee for the year im m ediately 
preceding the date of death, plus 5%  of said eam able compensation for each additional year of 
creditable service, excluding credit for m ilitary service purchased, and shall not exceed the 
eam able com pensation of the em ployee for the year im m ediately preceding the date ofdeatb. If 
the em ployee at the date of his death was eligible for retirem ent and leaves a surviving spouse, 
the surviving spouse is entitled to elect to receive retirem ent benefits equal to the am ount which 
would have been paid, had the m em ber retired on the date he died and had he elected option 2 of 
a reduced retirem ent allowance payable throughout life with the provisions that, upon his death, 
his reduced retirem ent allowance would be continued throughout the life of his surviving spouse 
as beneficim y. The surviving spouse who elects this option w ill not be entitled a refund of the 
accum ulated contributions, including interest, of the deceased m em ber nor to additional lump 
sum death benefit. 

Any alnounts which m ay be paid or payable under the provisions of any W orkm en's 
Com pensation Statute or sim ilar law to a m ember or to a dependent or a member on account of 
accidental disability or accidental death shall, in such a m anner as the Board shall approve, bc 
offset against and payable in lieu of any benefits payable out of the funds provided by the City 
under lhe provisions of the Retirem ent system on account of the sam e accidental disability or on 
account of death. 

Upon written application of a m em ber in active service or of tile head of Iris departm ent, any 
m em ber w ho has had 10 or m ore years of creditable service m ay be retired by' the Board on an 
ordinary disability retirem ent allowance if an physician nom inated by the Board shall certify that 
tile m em ber is m entally or physically totally incapacitated for the further perform ance of duty, 
that such incapacity is likely to be perm anent, and that the m em ber should be retired. Upon 
retirem ent for ordinary disability, a m em ber w ill receive a service retirem ent allowance, if 
eligible, otherw ise the m em ber w ill receive a disability retirem ent allowance w hicll w ill consist 
of: 



a) An annuity which shall be the actuarial equivalent of the employee's accumulated 
contributions at the time of retirem ent; and 

b) An annual pension, which together with the annuity in (a), shall be 75% of tim service 
allowance that would have been payable upon service retirement at the age of sixty-five, 
had the m em ber continued in service to the age sixty-five. Sueh allowance is to be 
computed on the average compensation, plus the sum of $1,200 provided, however, that 
tile luinimum annual retirement allowance will be $300 per year. 

Upon the application of a m em ber or the head of his departm ent, any m em ber whom the Board 
finds has been totally and permanently incapacitated for duty as the natural and proximate result 
of an accident sustained in service as an active m em ber and occurring while in the actual 
perform ance of his duty at some definite tim e and place w ithout w illful negligence on his part 
m ay be retired by the Board; provided, that a physician nom inated by the Board w ill certify that 
the m em bcr is m entally or physically totally incapacitated for the further perform ance of duty, 
that such incapacity is likely to be perm anent, and that the m em ber should be retired. Upon 
retirem ent fi)r accidental disability, a m em ber will receive a service retirem ent allowance, if 
eligible, otherwise he w ill receive an accidental disability retirem ent allowance which w ill 
consist of.' 

a) An ammity which is the actuarial equivalent of his accumulated contributions at the 
tim e of retirem ent; and 

b) An annual pension equal to the difference between his annuity and 65% of his 
earnable compensation 

Any em ployee whose w ithdrawal from active service occurs prior to his attainm ent of the age of 
sixty, who has com pleted at least 10 years of creditable service, m ay rem ain a m ember of the 
Retirem ent System by perm itting his aecmnulated contributions to rem ain on deposit w ith the 
System . 

Should the m em ber have served at least 10 years before such separation, he will be entitled to 

receive a full service retirement after sixty which he may elect, subject to the reductions 
applicable to retirem ent before the age of sixty-two, which w ill be based upon the am ount earned 
and accrued at the date of w ithdrawal from service. 

Upon w ithdrawal w ithout 10 years of creditable service, the em ployee is entitled to the return of 
his accum ulated contributions w ith iuteresl or the employee m ay allow contributions to rem ain 
on deposit tot a m axim um of five years. 

Effective July 16, 1974, provisions were m ade for reciprocal transfers of service and fimds 
betw een this System and the Em ployees' Retirem ent System of the Sew erage and W ater Board 
of 



N ew Orleans. In the event an employee transfers from one em ployer to the other, service credits 
are transferred from the em ployee's previous account plus earned interest and all em ployer 
contributions, plus agreed-upon interest, are transferred. 

The Plan was am ended on April 1, 1997. The Plan extended membership to tile District 
Attorn ey's O ffice. 

A detailed plan agreem ent has been published and m ade available to all plan participants. Their 
agreem ent contains all inform ation regarding the plan's benefits, am endments, actuarial 
assmnptions and contribution requirem ents. 

SUM IVIARY O F SIG NIFICANT A CCO UNTING PO LICIES 

Tile follow ing arc the significant accounting policies followed by the plan 

Basis of Accounfi__n.g - The accompanying financial statements are prepared on the accrual basis 
of accounting. Contributions are recognized as revenue in the period ill which employee 
services are perform ed. 

M ethod Used 1o Value Investm ents - The Plans equity and debt securities are reported at fair 
value. Investm ent incom e is recognized as earned gains and losses on sales and exchanges of 
fixed incom e securities and recognized on the transaction date. 

C . PENSIO N BENEFIT O BLIG ATIO N 

The pension benefit obligation is a standardized disclosure m easure of the present value of 

pension be~,cfits, adjusted for the effects of projected salary increases and step-rate benefits, 
estim ated to be payable in the future as a result of employee service to date. 

Thc m easure is intended to help assess the funding status of the Em ployees' Retirem ent System 
on a going concern basis, assess progress m ade ill accum ulating sufficient assets to pay benefits 
w hen due, and m ake com parisons am ong public em ployees' retirem ent system s. 

The reason is independent of the actuarial fim ding m ethod used to determ ine contributions to the 
Em ployees' Retirem ent System . 

0 



Tile pension benefit obligation was determ ined as part of the actuarial valuations at Decem ber 
31, 1999 and 1998 based on reports dated January 1, 2000 and 1999 respectively. Significant 
actuarial assum ptions used in the latest valuation are as follows: 

Life Expectancy of Participants - 1971 Group Annuity M ortality Table. 
Retirem ent Age Assumptions - Based on the results of the 1990-1995 periodic 
actuarial experience study. 
Investment Return - 7% 

l'rojected Salary Increases - Based on U.S. Department of Commerce, adjusted for 
projected increases in the standard of living. 

CItANG E 1N A CTUA RIAL VALUATIO N 

Beginning w ith the January 1, 1996 actuarial valuation, the actuarial valuations w ill be prepared 
nsing the "Frozen Entry Age Actuarial Cost M ethod" of funding. Prior to the change in the 
funding m ethod, the Plan had been funded using the "Entry Age Norm al Cost M ethod". 

Under the Frozen Entry Age Actuarial Cost M ethod, the norm al cost of ltle plan is designed to 
be a level percentage of payroll, calculated on an aggregate basis, spread over the entire working 
lifetim e of the participants. The future working lifetime of the participant is determined from 
each participant's hypothetical entry age into the plan assmning the plan had always been in 
existence, to his expected retirem ent date. 

O nce established, and for valuations in subsequent years until fully am ortized, the unfunded 
frozen actuarial liability is affected by the norm al cost, the valuation interest rate and plan 
contributions. The norm al cost m ust then becom e the balancing item as the allocated annual 
portion of the rem aining actuarial present value of retirem ent benefits. As a result, normal cost 
w ill fluctuate flora year to year to account for actuarial experience. 

The am ortization period, which ends Decem bcr 31, 2003 is being m aintained. Beginning with 
January 1, 1992 actuarial valuation, the am ortization am ount was "frozen" and is equal to the 13 
years rem aining am ortiTation am ount over the period January 1, 1992 through December 31, 
2003. 



E. CONTiI1BUTIONS REQUIRED AND CONTRIBUTION M ADE 

The Em ployees' Retirem ent System 's funding policy provides fer periodic employer 
contributions at aetuarially determ ined rates that, expressed as percentage of annual covered 
payroll, are sufficient to accum ulate sufficient assets to pay benefits when due. Level percentage 
of employer payroll contribution rates are deternained using the "Enh~y Age Norm al Actuarial 
Funding M ethod". The Employees' Retirem ent System also uses the "Percentage of Payroll 
M ethod" to amortize the unfunded liability over a thirty year period effective July 1, 1974. 

Em ployees contribute 4%  of their earnable com pensation in excess of $1,200 per year. Earnable 
com pensation is tile annual compensation paid to an employee which includes overtim e and/or 
supplem entary pay earned prior to April 29, 1979. Effective April 29, 1979, it is defined as 
annual com pensation paid to an employee plus tenure pay. 

Significant actuarial assumptions used to com plete contribution requirem ents are the sam e as 
those used to com pute the standardized m easure of the pension benefit obligation discussed in 
Note C. 

CA SI] 

As of Decem ber 31, 1999, the Em ployees' P, etirem ent System had the follow ing cash accounts 
and related FD1C insurance and/or other types of collateral to secure the plans accounts: 

lnstilution andA ccount 

Bank One: 
# 700301613 

_L Lbt~_vj ~3~  
#2214369 

Book 
Balance 

Bank 
_B_a_l a n c_e. 

Amount of Depositor)' 
Ins. or CollateraJ 

$105.919 $576,370 

$ 419 $ 419 $100,000 

Total $576.789 $106.338 $676,370 
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G . 1NVESTM ENI"S 

Tile follow ing table presents the fair values of investm ents at Decem ber 31, 1999 and 1998 
hw estm ents that represent 5%  or nm re of the Plan's net assets are separately identified. 

Investmenk,; at Estim ated Fair Value 

Cash Equivalents 

U .S. Governm ent Obligations 

Corporate Securities 
Bonds 
M ortgages 
Equities 

Tota 

1999 1998 

$ 27,967,734 $ 15,041,672 

66,196,968 57,175,510 

50,024,061 
21,156,374 
207.~ __ ~271,809 

61,573,889 
17,587,519 

292A ~2,351 

$ .3~ 6!6~94_6 $ 35.3,86Q~9_4_3 

During 1999 and 1998, the Plan's investments (including gains and losses on investments bought 
and sold, as well as held during the year) appreciated in value by $ 15,472,358 and $ 28,291,582. 

('ash Equivalents 

Aooreciation/(Deoreeiation 

1999 

12,926,062 

U.S. Governm cnl Obligations 9,021,458 

Corporate Securities 
Bonds 
M ortgages 
Equities 

Tota 

(40,417,515) 
30,057,609 

A ,289~56 

j998 

(160,239) 

7,843,900 

16,345,499 

(24,805,062) 
29~062.,4~:4 

=16~372,0."/_0 ;28,291,5,82 



If. TR ENI) INFO RM ATIO N 

Trend inform ation which gives an indication of the progress m ade in accum ulating sufficient 
assets to pay benefits when due, are presented on pages 15 and 16. 

CO ST.O F-LIVING BENEFITS BO N US 

Retired m cm bcrs, for 35 consecutive years were paid a cost-of-living bonus benefit. The 1999 
bonus, which totaled $1,633,925 was calculated for each individual at the rate of 3% of the 
current benefit for the each year of retirem ent, wilh a m aximum the greater of 5,600 or $75 tim es 
each year ofrctiremenl. It was provided from lhe earnings on iuvestmenls in excess of 6% . The 
Board plans to continue the cost-of-living bonus benefit as long as interest earnings are 
sufficient. 

J. CO STS O F PLAN ADM INISTRATIO N 

The City of New Orleans absorbs significant costs of the plan adm inistration. Those costs 
include salaries, fixed assets, office supplies etc. for the departm ent administering Plan 
operations. 

4 



TREN D IN FO RM ATIO N 



EM PLO YEES' RETIREM ENT SYSTEM  O F TH E CITY O F NEW  O RLEANS 
H ISTO RICA L TREND INFO RM ATIO N 

(Unaudited) 

H istorical trend inform ation since 1991 is designed to provide inform ation about th e 
EM PLOYEES' RETIREM ENT SYSTEM  OF THE CITY OF NEW  ORLEANS' progress 
m ade towm d accum ulating sufficient assets to pay benefits when due is presented in the 
following schedule: 

SCH EDULE O F FUNDING PRO GRESS 

Year 

Actuarial 
Value of 
A ssets 

(1) 

1991 

1992 

1993 

1994 

1995 

1996 

1997 
1998 
1999 

Actuarial 
Accrued 
Liability 

(AAL) 
(2)* 

Perceut 
Funded by 
Employer 
(1+2) 

Unfunded 
A A L 

(UAAL) 
(2-1) 

Aunual 
Covered 
Payroll 

UAAL as a 
Percentage of 
Covered 
Payroll 

(4+5) 
31 (4) (51 (6 

* Pension Benefit Obligation for 1998 includes Actuarial Adjustment of $47,046,820 
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Y ear 

1992 

1993 

1994 

1995 

1996 

1997 

1998 
1999 

Em ployee 
Contributions 

REVEN UE BY SO URC E 

Actuarial 
Required 
Em ployer 

Contributions 
Investm ent 
Incom e 

EXPENSE BY TYPE 

24,169,227 
34,450,489 

25,252,376 

31,792,021 

33,041,969 

56,355,136 

52,005,363 
36,494,401 

Year Benefits Refunds OtherfI'ransfers Total 

1992 

1993 

1994 

1995 

996 
997 
998 
999 

12,803,048 

]2,862,616 

12,927,298 

13,345,749 

13,773,120 
14,414,971 
14,468,517 
15,239,866 

714,963 

1,037,761 

1,665,775 

1,141,519 

787,137 
828,724 
1,042,980 
1,522,543 

6 

0 

186,607 

297,357 

863,462 

,676,330 
460,082 
i62,565 
286.607 

13,518,011 
14,086,984 

14,890,430 

15,350,730 

16,236,587 
15,703,777 
15,674,062 
17,049,016 



LLrrHE~ C . SPEIGHT & C OMPANY 

A Corporation of Certified Public Accountants 
and IVlanagement Consultants 

REPORT ON CO M PLIA N CE AN D O N INTERNAL CONTROL 
OVER FINANCIAL REPORTING BASED 

ON AN A UDIT OF FINAN CIAL STATEM ENTS 
PERFORM ED IN ACCOIEOANCE W ITH 
GO VERNM ENT AUDITING STANDARDS 

Honorable M ayer and Council of the City of Now Orleans, Louisiana 

W e have audited tile financial statements of tile Employees' Retirement System of the City of 
New Orleans (the Plan) as of December 31, 1999 and 1998, and for the years then ended, and 
have issued our report th ereon dated  June 16, 2000. W e conducted  our audit in accordance w ith 
generally accepted auditing standards and th e standards applicable to financial audits contained  
in Govern m ent Auditing Standards, issued by th e Comptroller General of th e United States. 

Compliance 
As part of obtaining reasonable assurance about whether the Plan's financial statements are free 
of m aterial nfisstatem ent, we performed tests of the Plan's compliance with certain provisions of 
laws, regulations, co ntracts, and gra nts, noncomplian ce  wifli which co uld have a direct and 

material effect on the determ ination of financial statement 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. "/'he results of our tests disclosed no instances of 
noncom pliance that are required  to be reported  under Government Auditing Standards. 

nternal Cont 
In planning end perform ing our audit, we co nsidered  the Plan's interual contxol over financial 
reporting in order to determ ine our auditing procedures for the purpose of expressing our opinion 
on th e financial statem ents and not to provide assurance on the internal co ntrol over finan cial 
reporting. Itowever, w e noted certain m atters involving the internal control over financial 
reporting arm its operation that we consider to be reportable conditions. Reportable conditions 
involve m atters com ing to our attention relating to significant deficiencies i:n the 

.
design or 

operation of the internal control over financial reporting that, in our judgment, could adversely 
affect the Plan's ability to record, process, summarize and report financial data consistent w ith 
the assertions of m anagem ent in the financial statem ents. Reportable conditions are described in 
the accom panying schedule of findings as item s 99-1, 99-2, 99-3, 99-4, and 99-5. 

A m aterial weakness is a condition in which the design or operation of one or more of the 
internal control com ponents does not reduce to a relatively low level the risk that m isstatem ents 
in am ounts that would be m aterial in relation to the finan cial statem ents being audited m ay occur 
and not be detected w ithin a tim ely period by em ployees in the norm al course of perform ing 
their assigned functions. Our consideration of the intern al control over financial reporting w ould 
not necessarily disclose all m atters in the internal control that m ight be repo~table conditions 
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and, accordingly, would not necessarily disclose all reportable conditions lhat are also 
considered to be m aterial weaknesses. However, of tile reportable conditions described above, 
we considel item s 99-1, 99-4, and 99-5 to be m aterial weaknesses. 

This repol't is intended for the information of the audit comm ittee, mana~,ement, and the City of 
New Orleans. 110wever, this report is a m atter of public record and its distribution is not lim ited. 

New Orleans, Louisiana 
June 16, 2000 



CI'FY OF N EW  ORLEAN S EM PLOYEES' RETIREM ENT SYSTEM  

DECEM BER 31, 1999 

SCHEDULE O17 FINDIN GS 

99-1 PARTICIPANT DATA 

CONDITION : The P, etirem ent system provides their Actuary with variot~s participant 
statistical and financial data that is used in the Actuary 's report related to the plan. W e 
exam ined selected data from the participant inform ation provided to the Actuary and 
noted significant errors and om issions existed in the data. A summ ary of the exceptions 
noted were as follows: 

a) Employee/Employer contributions were materially understated on the information 
provided to the Actuary . This understatement resulted from the om ission of 
accrued interest related to em ployee contributions. 

b) The Actuary was not provided with current participant data related to several 
outside boards and agencies. The Actuary 's report included participant data from 
the prior year that was presum ed to be substantially unchanged. 

c) W e noted that the participant data provided to the Actuary omitted various 
employees that w ere included in the retirem ent plan. 

The errols and om issions referred to above were redundantly included on severa 
participant data subm issions to the Actuary . 

CRITERIA : The inform ation provided to the actuary is utilized in m any estimates that 
are critical to the funding progress of the retirem ent system . This data m ust be accurate 
to ensure lhc appropriate levels of funding required for the plan. 

F, FFFCT: The exceptions noted above resulted in several revisions and re-issuances of 
the Actuary's report. W e perform ed altern ative audit tests to identify the corrections 
required to tile data. 

CA USE: The retirem ent system did not have adequate adm inistrative controls related to 
tile m aintenance and retrieval of participant data. 

RI~;COM M I';N I)ATION : W e recom m end that the City of N ew Orleans 1;m ployec's 
Retirelnent System perform a com prehensive analysis of its' participant data. The 

analysis should include 1) an overview and enhancements to the administrative controls 
2) participant data integrity checks 3) improved methods for participant data input and 
rch'ieval. 

9 



SUM M ARY OF FINDINGS (CONTINUED) 

99-2 INAI)EQUATE FILE M AINTENANCE 

CON DITION : The City of New Orleans Em ployee's Retirement System did not have an 
adequate file m aintenance system in place. The retirem ent office relocated from 2400 
Canal Street to its' current location on Poydras Street. As a result of the m ove, there 
were various files including plan participant files, which were left at the previous 
location. W e m ade various sample selections during our attdit testwork that involved 
participant files that could not be located or were not located in a tim ely m anner. 

CRITERIA : D ue to the volum e of participant files m aintained, the type of data collected, 
the need for confidentiality regarding tile information contained in the files, as well as the 
nature of business conducted by the City of N ew Orleans Em ployee's P, efirem ent 
System , there should be a central location for file m aintenance that is conducive to 
having ready access to the files. Additionally, there should be adm iuistrative control 

procedures in place that document the person(s) requesting files, location files are to be 
maintained, and document person(s) returning files etc. 

EFFECT: There w ere various participant files thai w ere not located tim ely during our 
audit fieldwork. It caused delays in testwork and resulted in additional time spent by 
employees away from their daily duties to locate m issing files. At tim es, the employees 
were unable to determ ine whether or not the files were at the new or old offi ce locations. 

CAUSE: The causes for this condition are as follows: 
~ Lack of central filelocation 
~ Lack of sign in/out log 
~ Lack of em ployee assigned to distribute and m onitor file distribution 
~ l~ack of locked file areas 

RI~COM M IIN DATION : The City of New Orleans Employee's Retirem ent System 
should develop and im plem ent a com prehensive participant file m aintenance system  



SUM MARY OF FINDINGS (CONTINUED) 

99-3 UNTIM ELY TRA NSCR IPTIO N O F BO AI/D M IN UTES 

CONDITION: W e requested all 1999 and 2000 (to date) M inutes of Board Meetings 
upon an'ival for audit fieldwork and did not receive all of them until the final stages of 
fieldwurk. W e were inform ed that the 1999 m inutes were not completely transcribed as 
well as two m onths in 2000. 

CRITERIA : M inutes from Board M eetings should be transcribed im m ediately follow ing 
the meetings and distributed appropriately for permanent record. M inutes are typically 
m ade available at the next scheduled Board M eeting for approval with regards to 
accuracy and content. 

EFFECT: M inutes from Board M eetings are not available for review for' m onths 
follow ing tile actual Board M eeting. 

CAU SE: W e were unable to determ ine the causes for this condition 

RECO M M I!~NI)ATION : W e recom m end that m inutes from Board M eetings are 
transcribed in a tim ely m anner. 

99-4 FINANCIAL REPO RTING SYSTEM  NO T IN PLACE 

CO N D ITI()N : W e noted that the City of N ew Orleans Em ployee's Retirem ent System is 
still recording financial statem ents and other data in a LO TUS spreadsheet and not in an 
accounting system that would result in a balanced set of books. 

CRITERIA: It is industry standard to develop financial statem ents utilizing an 
accounting system or software package. 

EFFECT: Financial data is not available to the m anagenaent of the City of N ew O rlcans 
Em ployee's Retirem ent System on a tim ely basis. Additional work is required at year- 
end to produce com plete financial statem ents. 

CA USE: The installation of the new financial system is incom plete 

RECO M M I';N I)ATION : It is recom m ended that the l',etirem ent System im plem ent and 
utilize an accounling system to process financial data. 
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SUM M ARY OF FINDINGS (CONTINUED) 

99-5 CO NTRIBUTIO N RECO NCILIATIO N 

CON DITION : 1)uring our exam ination we noted that the employee/em ployer 
contribution revenue per the financial statem ents did not agree with supporting 
inform ation provided by the City of N ew Orleans Finance departm ent. Further analysis 
showed that the Retirem ent System did not perform periodic reconciliation of the 
inform ation provided by Finance to the inform ation recorded in their financial statem ents. 

CRITERIA : There should be an audit trail for all inform ation contained in the financial 
statem ents of the Retirem ent System . 

EFFECT: "File inform ation provided as support for contribution revenue did not agree 
w ith the am ounts in the financial statem ents. 

CA USE: A ccounting personnel is not reconciling contributions received to the am ounts 
in their financial statem ents on a periodic basis. 

RECOM M EN DATION : W e recom m end that the Retirem ent System reconcile 
contributions revenue w ith frequency throughout the fiscal year. 

22 



CITY OF N EW  ORLEAN S EM PLOY EES' RETIREM ENT SYSTEM  

DECEM BER 31, 1999 

STATUS OF PRIOR Y EAR FIN DIN G S 

UN RESOLVED RESOLVED 
1. Bank reconciliations w ere not prepared as of X 
year-end. The reconciliations were prepared 
during the course of our audit fieldwork. 

2. The retirem ent system does not have a 
comprehensive financial reporting system in 
place rclated to its accounting inform ation 

3. There were no interim financial statem ents 
prepared w ithin the audit period. 

4. lnveshnent subsidiary ledgers w ere nol 
adequale m aintained 



M arc! H . M oriai 
M ayor 

C ITY O F NEW  O RLEAN S 
E M PL O YE ES' RETIR E M EN T SY STEM  

M r. Daniel G . Kyle, Seereta~  
Legislative Audit Advisory Council 
State of Loui~ians 
P. O . Box 94397 
Baton Rouge,, LA 70804-9397 

Septem ber 11, 2000 

Im AU  OP ~ItUS'tlU~  

Jms tlm e~ It~ w. m 

kAu 4. ku.m 

ADMT~q~'nL~ O~ 

D ear M r. Kyle: 

In reference to the Report on Compliance and on Intern al Control over Fimmciltl Rep orting Based 
on an Audit of T~inancial Statements Perform ed in Ace ordance with Governm ent Auditing Stan dards, 
dated June 16, 2000, from our auditors, Luther SpeiBht &  Com pany, enclosed m'e our responses 

and corrective aotlons. 

If you have any questions, do not hesitate to contact me at (504) 565-6600 

Sincerely, 

Director of Finance  

x~: Board members 
Luther C. Speiaht & Co 

G:~IRT~ LERICAI AI.ETTERS~KYLE3 

1340 PO Y'DRA S STREET, 8m  FLOO R. NEW  ORLEAN S, LA 701 i2 (504) 2.99-4150 
"AN F.O I IA [. C)PPO RTIJ'N'ITY EM PLO YE R" 



R E -r I R E M E N T 

City of New O rleans 
Em ployees' Retirem ent System  

C orrective Actions and Responses to 1999 A udit Findings 

99-I Parllelpant D ata-Conditions noted by the auditors 

Condition: Employee~Employer contributions were m aterially understated on the 
infolm ation provided to the Actuary, This understatem ent resulted from the 
om ission of the accrued interest related to employee contributions. Please note: This 
condition w as corrected prior to the issuance of the A etuary's fin al report. 

The Actuary was not provided w ith current participant data related to several outside 
hoards and agencies, The Actuary 'a report included participant data from theprior 
year that w as presum ed to be substantially unchanged. 

The participan t data provided to the Actuary  om itted various em ployees that were 
included in the retirem ent plan . 

Response and corrective action 

The errors and om issions noted by the auditor should be corrected with the plan 
year 2000 because the R etirem ent system  has installed a new Pension 
Accountlng System , which has one database for all m em bers nfthc system . The 
follow ing is a list of the corrective actions taken to clear this finding. 
Participant data for Active City em ployees is autom atically updated from the 
C ity's payroll system . 
C hange of status and paym ent of refunds or benefits are updated by staff for 
Term inated/retlred m em bers. 
Participant data for O utside Boards is currently being updated through m anual 
Input by R etirem ent Staff. The Retirem ent staff Is working w ith staff of the 
outside boards to obtain enrollm ent form s for all active participants. 
Inform ation will be input anti/or verified in the system . To insure integrity of 
the data, printouts will also be forw arded to outside board participants for 
review . 
Retirem ent staff is also reviewing the database to insure that m em ber's status 
Is correct. 
Finally, the Board has asked the actuary, the auditor, and the PA S system 
program m er to run a participant data test report from the new system . This 
will occur at the beginning of Novem ber 2000. 



City of N ew O rleans 
Em ployees' Retirem ent System  
Corrective Actions and R esponses to 1999 Audit Findings 
Page Two 

5 0 4 8 2 ~ S ~12 4 

99-2 Inadequate File M aintenance- Condition: Various sBmple selections during Ih~ audit test work 
that involved participant files that could not be located or were not located in a tim ely m anner. The 
following are causes noted by the auditor and responses and/or corrective aclions by the Retirement 
System : 

Lack of central file location-Retirem ent files were located in old lektrievers which the 
System and Lack of locked  file areas, 
Respc,nse and C orrective A ction: 

Because of structural concerns, m anagem ent decided not to Install tile old lektrlevers 
in its new offices. H owever, the new filing system  was not ready wheel the office m oved 
to Its ~3ew location. In order to Insure that files were secure, only active participant files 
and retired m em ber flies Were brought to the office and stored in locked file cabinets 
and/or secured areas of the office. A fter m onths of delays, the filing system has been 
Installed and efforts are underway to transport all files from  2400 Canal Street by 
Septem ber 30, 2000. 

Lack of sign irdout log and lack of an em ployee assigned to distribute and m onitor file 
distributions, 
Response and C orrective A ction: 

D ue to a staff shortage, M anagem ent has hired tem porary staff to distribute and 
m onitor files, Additionally, a system of using log out cards to replace distributed flies 
has been im plem ented. 

99-3 Untim ely transcriptions of Beard M inutes 
~ R espoose and Corrective A ction: 

The lack of an adequate staff, has affected every aspect of Retirem ent. Staff will 
becom e current w ith Board M inutes by the O ctober 2000 m eeting. 

9% 4 Financial Reporting System N ot in Place 
~ R esponse and C orrective A ction: 

The software provider of the Pension AccOunting System  will install the general ledger 
package. A te.ntative date for installation of the general ledger Is Septem ber 30, 2000. 
The new general ledger should he fully functional on January 1, 2001. 



City of N ew O rleans 
Em ployees' R etirem ent System  
Corrective A ctions and R esponses to 1999 A udit Findings 
Page Three 

99-5 Contribution Reconciliation 
* Response and Corrective Action: 

R etirem ent System  staff verifies each contribution check to the am ounts listed In the 
City'~ Financial M anagem ent System ; the accountant also uses this inform ation to 

verl~ amounts updated In the general ledger. 

Status of Prior findings 

The Retirem ent System does not have a comprehensive financial reporting system in place 
related to its accounting inform ation, 
Respollse and C orrective A ction: 

See finding 99-4. 

There were no interim  financial statem ents prepared w ithin the audit period 
R esponse and C orrective A ction: 

The accountant is w orking on updating the current G eneral Ledger; it Is anticipated 
that the Board w ill receive interim  statem ents beginning w ith the O ctober 2000 Board 
m ectl:ng. 


