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INDEPENDENT AUDITOR tS R EPORT 

Board of Trustees 
Parochial Employees ' Retirement System of Louisiana 
Baton Rouge , Louisiana 

I have audited the Accompanying Statement of Plan Net Assets 
of the Parochial Employees' Retirement System (the "System") as 
of December 31, 1997, and the related statement of changes in Net 
Plan Assets for the year than ended . These financial statements 
are the responsibility of the System 's management . My 
responsibility is to express an opinion on these financial 
statements based on my audit . 

I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and 
perform the audit to obtain reasonable assurance about whether 
the financial statements are free of material misstatement. An 
audit includes examining , on a test basis, evidence supporting 
the amounts and disclosures in the financial statements. An 
audit also includes assessing the accounting principles used and 
significant estimates made by management , as well as evaluating 
the overall financial statement presentation . I believe that my 
audit provides a reasonable basis for my opinion . 

In my opinion , the financial statements referred to above 
present fairly, in all material respects, the Net Assets 
available for benefits for Parochial Employee 's Retirement 
System of Louisiana as of December 31, 1997 and the Changes in 
Net Plan Assets for the year then ended in conformity with 
generally accepted accounting principles. 

MEM BER 

AMERICAN INSTITLnE OF CERTIFIED p~ LIC AO~ U~ TS 
S~ ~ Iy OF LOUISIANA OEa~IFIEO PUBLIC A~ A~ S 



 

My audit was made for the purpose of form ing an opinion on 
the basic financial statements taken as a whole . The schedules 
listed in the table of contents as required supplemental 
information are presented for the purpose of additional analysis 
and are not a required part of the basic financial statements of 
the Parochial Employees ' Retirement System . such statistical 
information has been subjected to the auditing procedures applied 
in the 
audit of the ~ina~cial statements and , in my opinion , is fairly 
stated in all material respects when considered in relation to 
the financial statements taken as a whole . 

June 6 , 1998 
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INDEPENDENT AUDITOR 'S REPORT ON COM PLIANCE 
BASED ON AN AUDIT OF FINANCIAL STATEMENTS 

Board of Trustees 
Parochial Employees ' Retirement System of Louisiana 
Baton Rouge , Louisiana 

I have audited the financial statement of the Parochial 
Employees ' Retirement System of Louisiana, as of and for the year 
ended December 31, 1997, and have issued my report thereon dated 
June 6 , 1998 . 

I conducted my audit in accordance with generally accepted 
auditing standards and Government Auditing Standards, issued by 
the Comptroller General of the United States . Those standards 
require that I plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of 
material misstatement . 

Compliance with laws, regulations, contracts, and grants 
applicable to the Parochial Employees ' Retirement System of 
Louisiana is the responsibility of the Parochial Employees ' 
Retirement System of Louisiana 's management . As part of 
obtaining reasonable assurance about whether the financial 
statements are free of material misstatements, I performed test 
of the Parochial Employees ' Retirement System of Louisiana 's 
compliance with certain provisions of laws, regulations, 
contracts, and grants. However, the objective of my audit of the 
financial statements was not to provide an opinion on overall 
compliance with such provisions. Accordingly , I do not express 
such an opinion . 

The results of my tests disclosed no instances of 
noncompliance that are required to be reported under Government 
Auditing Standards . 

M EMBEA 

AMF RPOAN INSllTLPI E OF OERI IFIED P~,LIO AOOOU~ ~ T8 
S~ {EIY OF L f,UISI~  OE RTIFIE O PUBLtO A~ A~ S 



 

This report is intended solely for the information of the 
Board of Trustees , the Legislative Auditor , and management . 
However , th is report is a matter of public record and its 
distribution is not lim ited . 

June 6 , 1998 
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INDEPENDENT AUDITOR 'S R EPORT ON 
INTERNAL CONTROL STRUCTURE 

Board of Trustees 
Parochial Employees ' Retirement System of Louisiana 
Baton Rouge, Louisiana 

I have audited the financial statements of the Parochial 
Employees ' Retirement System of Louisiana for the year ended 
December 31, 1997, and have issued my report thereon dated June 
6 , 1998 . 

I conducted my audit in accordance with generally accepted 
auditing standards and Government Auditing Standards, issued by 
the Comptroller General of the United States . Those standards 
require that I plan and perform the audit to obtain reasonable 
assurance about whether the general purpose financial statements 
are free of material misstatement . 

The management of Parochial Employees ' Retirement System of 
Louisiana , is responsible for establishing and maintaining an 
internal control structure . In fulfilling this responsibility , 
estimates and judgments by management are required to assess the 
expected benefits and related costs of internal control structure 
policies and procedures. The objectives of an internal control 
structure are to provide management with reasonable, but not 
absolute , assurance that assets are safeguarded against loss from 
unauthorized use or disposition , and that transactions are 
executed in accordance with management 's authorization and 
recorded properly to permit the preparation of general purpose 
financial statements in accordance with generally accepted 
accounting principles. Because of inherent limitations in any 
internal control structure, errors or irregularities may 
nevertheless occur and not be detected. Also projection of any 
evaluation of the structure to future periods is subject to the 
risk that procedures may become inadequate because of changes in 
conditions or that the effectiveness of the design and operation 
of policies and procedures may deteriorate. 

In planning and performing my audit of the general purpose 
financial statements of Parochial Employees ' Retirement System of 
Louisiana , for the year ended December 71, 1997 , I obtained an 
understanding of the internal control structure . 

M EM BE~ 

AME nIOAN INS~TUI ~ OF CE[~I IFIED P~ LIC AC~ U~ S 
S~ IE ] y OF LOUISIANA CERTIFIEO PUBLIC ACCr U Al S 



 

With respect to the internal control structure, I 
understanding of the design of relevant policies a 
and whether they have been p laced in operat ion , an 
control risk in order to determine our auditing pr 
the purpose of expressing our opinion on the gener 
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My consideration of the internal control structure would not 
necessarily disclose all matters in the internal control 
structure that might be material weaknesses under standards 
established by the American Institute of Certified Public 
Accountants. A material weakness is a condition in which the 
design or operation of one or more of the internal control 
structure elements does not reduce to a relatively 16w level the 
risk that errors and irregularities in amounts that would be 
material in relation to the general purpose financial statements 
being audited may 
period by employe 
assigned function 
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material weakness 
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PAROCH IAL EMPLOYEES ' RETIREMENT SYSTEM OF LOUISIANA 
STATEMENT OF PLAN NET ASSETS 

December 31 , 1997 

A S S E T S 

C a s h a n d s h o r t 

t e rm in v e s tm e n t s 

R E C E IV A B L E S 

C on t r ib u t io n s R e e e iv a b te 
E m p to y e r 

E m p to y e e 

T a x in g B o d ie s 

n t e r e s t 

D iv id e n d s 
D u e (t o ) F rom o th e r fu nd s 

P L A N A P LA N B T O T A L S 

$ 22 ,720 ,6 13 $ 1 ,16 8 ,526 $ 23 ,889 ,139 

4 ,506 ,8 15 
7 ,538 ,74 0 
2 ,5 12 ,2 2 9 
2 ,1 14 ,29 1 

3 64 ,9 7 7 

(2 0 .3 9 0 ) 

T o ta t R e c e iv a b Les $ 17 

N V E S T M E N T S A T F A I R V A L U E 

G o v e rn m en t N a t io n a l 
M o r t g a g e A s s o c ia t io n s 

C o t ia t e r a l i z e d M o r t g a g e 

O b t ig a t io n s 

F H L M C R E M I C - Z 'S 

U S Z e r o C o u p o n B o n d s 

U S A g e n c y Z e r o C ou p on B on d s 
U S T r e a s u ry N o t e s a n d B o n d s 

G o v e r n m e n t G u a r a n t e e d B o n d s 

C o rp o ra te B o nd s 
G o v e r n m e n t G u a r a n t e e d 

16 6 ,54 3 

1 19 ,5 9 8 

3 18 , 12 4 
13 8 ,7 79 

2 0 ,3 9 0 

7 6 3 ,4 3 4 $ 1 7 7 8 0 .0 9 6 

$ 7 4 ,2 9 7 ,5 2 0 $ 8 ,0 18 ,2 5 2 $ 8 2 ,3 15 ,7 7 2 

M o r t g a g e s 

D om e s t ic a n d In te rn a t io n a l 
S to c ks 3 9 1 .5 

T o ta L In v e s tm e n ts $ 9 4 8 .6 16 7 

P R O P E R T I E S A T 

A C CUM U LA TED 
$ 18 4 .6 0 1 

O T H E R A S S E T S 

T O T A L A S S E T S 

C O S T , N E T O F 

D E P R E C JA T ]O ~ O F 
0 

$ 9 8 8 .4 3 0 2 

S e e N o t e s t o F in a n c ia [ S t a t e m e n t s 

8 ,6 4 4 ,3 8 1 
1 1 ,4 6 5 ,8 8 3 

17 ,6 6 2 ,23 3 
46 6 ,8 6 0 

5 ,4 4 2 ,0 5 9 

9 4 5 ,9 7 4 

13 ,5 6 5 ,3 7 7 

$ 6 6 ,2 1 1 ,0 19 

2 ,3 4 9 

6 ,3 3 9  

$ 6 8 15 1 ,6 6 7 

9 4 5 ,9 7 4 

4 0 5 .1 2 0 .0 2 8 

$ 1 .0 14 .8 2 7 .7 9 9 

6 2 .5 0 7 

$ 1 .0 5 6 .5 8 1 .9 6 



PAROCHIAL EMPLOYEES ' RETIREMENT SYSTEM OF LOUISIANA 
STA TEMENT OF PLAN NET A SSETS 

December 31, 1997 
(C o n t in u ed ) 

L IA B I L I T I E S 

P e n s io n s P a y a b te 
R e f u n d s P a y a b te 

A c c o u n t s P a y a b Le a n d 

A c c r u e d L e a v e 

D e f e r r e d C o m p e n s a t io n 

P LA N A P L A N B 

$ 3 ,0 7 7 ,8 54 $ 
5 3 6 ,6 9 0 

15 , 
5 1 

6 0 7 
9 0 9 

T O TA L L IA B IL IT IE S $ 3 .6 8 2 0 6 0 

14 2 ,09 7 $ 
4 ,3 3 8 

1 ,8 2 6 
6 0 7 5 

T O T A L S 

3 ,2 19 ,9 5 1 
5 4 1 ,0 2 8 

17 , 
5 7 . 

43 3 
9 8 4 

$ 1 5 4 3 3 6 $ 3 .8 3 6 ,3 9 6 

N E T A S S E T S H E L D I N T R U S T F O R 

P E N S IO N B E N E F I T S (A 

s c h ed u le o f f u nd in g 
p r o g r e s s is p r e s e n t e d 

on P ages 2 1 -22 ) $984 ,748 ,234 $ 67 ,99 7 .33 1 $ I ,052 ,745 ,565 

S ee N o tes to F inanc ia [ S ta temen ts 



A D D IT IO N S 

C o n t r ib u t io n s 

PAROCH IAL EMPLOYEES ' RET IREM ENT SYSTEM OF LOU ISIANA 
STA TEMENT OF CHANGES IN PLAN N ET A SSETS 
For the year ended December 31, 1997 

E m p lo y e e 

E m p lo y e r 
T a x in g B o d ie s 

T O T A L C O N T R IB U T IO N S 

T rB n s f e r f r o m o t h e r s y s t e m s 

T O T A L T R A N S F E R S 

P L A N A P L A N B 

$ 2 8 ,6 8 1 ,2 9 5 
2 1 ,4 13 ,5 8 8 
2 .7 2 ] 5 4 8 

$ 

$ 6 78 ,7 2 4 $ 
870 ,5 23 

343 16~  

$. 1 ,892 ,4 12 

286 ,095 $ 19 ,124 

1 ,0 3 5 7 24 23 17 9 

1 ,3 2 1 8 19 $ 4 2 3 03 

3 0 8 6 2 $ 7 3 9 M i s c e t ta n e o u s In c o m e $ 

n v e s t m e n t In c o m e 

N e t A p p re c ia t io n 

(D ep rec iation ) in 
Fa ir V a lu e o f 
I n v e s t m e n t s 

I n t e r e s t 

D iv id e n d s 

$ 1 19 ,6 8 7 ,28 2 $ 7 ,0 24 ,9 53 
26 ,100 ,448 2 ,525 ,999 
5 .6 1 6 .3 1 2 

T O T A L S 

29 ,3 6 0 ,0 19 
2 2 ,28 4 , 1 11 
3 .0 6 6 .7 13 

$ 5 4 .7 10 .8 4 3 

$ 3 0 5 ,2 19 

0 5 8 .9 0 3 

$ 1 .3 6 4 . 12 2 

$ 3 1 .6 0 

$ 12 6 ,7 1 2 ,2 3 5 

28 ,6 26 ,4 4 7 
5 6 3 6 .3 12 

T O T A L IN V E S T M E N T 

IN C O M E $ 15 1 ,4 24 ,04 2 $ 9 ,5 5 0 ,9 5 2 $ 16 0 ,9 74 ,99 4 

L e s s I n v e s t m e n t 

E x p e n s e s 

N E T IN V E S T M E N T 

IN C O M E 

0 6 5 . 1 4 0 

$ 1 5 0 .3 5 8 9 0 2 

TO TA L A D D IT IO N S $ 2 04 .53 0 0 1~ 

S e e N o te s t o F in a n c ia t S t a t em en t s 

1 1 ,4 2 0 

$ 9 5 3 9 ,5 3 2 

0 7 6 .5 6 0 

$ 159 8 9 8 .4 3 4 

$ 1 1 4 74 ,9 8 6 $ 2 16 ,0 05 ,0 00 



D E D U C T IO N S 

PAROCH IAL EMPLOYEES ' R ETIREM ENT SYST EM OF LOU ISIANA 
STATEM ENT OF CHANGES IN PLAN NET A SSET S 
For the year Ended December 31, 1997 

(Continued) 

B e n e f it s 

R e f u nd s o f 

Con tr ibu t ions 
T r a n s f e r s t o o t h e r 

s y s t em s 
A d m in is t ra t iv e E x p e n s e s 

T O T A L D E D U C T IO N S 

R E I I N C R E A S E 

B e g in n in g o f y e a r 

E n d o f y e a r 

P LA N A P LA N R TO TA L S 

$ 3 8 ,6 9 2 ,3 8 0 $ 1 ,6 9 1 ,08 2 $ 4 0 ,3 8 3 ,46 2 

10 ,7 03 ,3 4 1 4 16 ,9 6 6 1 1 ,12 0 ,3 0 7 

1 , 17 1,43 B 
6 3 5 14 1 

7 5 ,9 2 4 

7 5 ,5 17 

$ 2 ,2 5 7 ,4 8 9 

15 3 ,3 2 7 ,7 14 9 ,2 1 7 ,4 9 7 

5 $ 58 ,7 79 =8 3 4 

$ 9 8 4 .7 4 8 .25 4 $ 6 7 .9 9 7 .5 3 1 

See Notes to Financial Statements. 

i0 

1 ,2 4 7 ,3 6 2 

7 0 8 .6 5 8 

$ 5 3 .4 5 9 .7 8 9 

$ 8 9 0 .2 0 0 .3 5 4 

$ 1 .0 5 2 .7 4 5 .5 6 5 



PAROCHIAL EMPLOYEES ' RETIREMENT SYSTEM OF LOUISIANA 

NOTES TO FINANCIAL STATEMENT S 
For the Year Ended December 31 , 1997 

The Parochial Employees ' Retirement System of Louisiana, a 
Public Employee Retirement System (PERS), is the administrator of 
two cost sharing multiple-emp loyer p lan that was established by 
the Louisiana legislature as of January i, 1953, by Act 205 of 
i952. The system was revised by Act No. 765 of 1979, effective 
January I, 1980, to create the Plan A Fund and Plan B Fund to 
rep lace the "regular p lan" and the "supp lemental p lan " . Plan B 
Fund replaced the "regular plan". The system is adm inistered by 
a Board of Trustees consisting of seven members . 

The Retirement System is governed by the Louisiana Revised 
Statutes, Title ii, Sections 1902 through 2015, specifically , and 
other general laws of the State of Louisiana . 

Employe 
State of Loui 
Police Jury o 
and pays pers 
of Louisiana; 
Retirement Sy 
taxing distri 
including a h 
indigent defe 
conservation 

rs that may participate are: Any parish in the 
siana , excepting Orleans and East Baton Rouge ; the 
r any other governing body of a parish which employs 
ons serving the parish ; the Police Jury Association 
the Louisiana School Boards Association , and this 

stem ; members of School Boards at their option ; any 
ct of a parish or any branch or section of a parish 
ospital district, water district, library , district 
nder program in this state ; and soil and water 
districts . 

Any person who is a permanent employee and works at least 28 
hours a week and whose compensation is paid wholly or partly by a 
covered employer is covered by this system . 

i . SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Basis of Accounting : The financial statements of the 
Parochial Employees ' Retirement System of Louisiana are prepared 
on the accrual basis of accounting . Contributions from employers 
and employees are recognized as revenue in the period in which 
employees provide services to the employers. Benefits and 
refunds are recognized when due and payable in accordance with 
the terms of each plan . 

Methods used to value investments : Investments are 
reported at fair value. Short-term investments are reported at 
cost, which approximates fair value. Securities traded on a 
national or international exchange are valued at the last 
reported sales price at the current exchange rates . 

No investment in any one organization represents 5% or more 
of the net assets available for pension benefits. 

ii 



PAROCHIAL EMPLOYEES ' RETIREMENT SYSTEM OF LOUISIANA 

NOTES TO FINANCIAL STATEMENTS 
For the Year Ended December 31, 1997 

(Continued) 

There are no investments in , loans to , or leases with 
parties related to the Pension Plans. 

Fixed assets of the Parochial Employees ' Retirement System 
of Louisiana are carried at historical costs. Depreciation is 
recognized on the straight-line method over the useful lives of 
the assets which range from five to ten years for equipment . 

2 . PLAN DESCRIPT ION 

The Parochial Employee 's Retirement system of Louisiana 
(PERS) administers two defined benefit pension plans (Plan A and 
Plan B). The assets of the plans are not comingled for 
investment purposes . Each plan 's assets may be used only for the 
payment of benefits to the members of that plan , in accordance 
w ith the terms of the plan . 
provided for by R .S. 11:1901 
(LRS) 

The system was established and 
of the Louisiana Revised Stature 

The system provides retirement benefits to employees as 
enumerated in the introductory comments of the notes to financial 
statements . 

Membership of 
December 31 , 1997 , 

each plan consisted of 
the date of the latest 

Retirees and beneficiaries currently 
receiving benefits 

Terminated employees entitled to benefits 
but not receiving them 

Terminated employees due a refund of 
contributions 

Total 

Active plan participants: 
V ested 
Non-vested 
Members participating in DROP 

Total 

12 

the following at 
actuarial valuation . 

PLAN A PLAN B 

$ 4,091 

259 

4 ,7 11 

$ 9,061 

$ 4,145 
8 ,838 

130 

$ 343 

43 

960 

$1,346 

$ 445 
1 ,240 

~13,113 $i,69~ 



PAROCHIAL EMPLOYEES ' RETIREMENT SYSTEM OF LOUISIANA 

NOTES TO FINANCIAL STATEM ENTS 
For the Year Ended December 31, i997 

(Continued) 

Membership is mandatory for all employees of taxing 
districts of a parish or any branch or section of a parish 
including a hospital district , water district or library that is 
a member of the retirement system providing they meet the 
statutory criteria . 

(A) Plan A Fund Benefits: 

The following brief description of the Parochial 
Employees ' Retirement System Pension Plan is provided 
for general information purposes only . Participants 
should refer to the Plan agreement for more complete 
information . 

Any member is eligible for normal retirement 
has at least 30 years of creditable service rega 
of age, 25 years of creditable service and is at 
age 55, or i0 years of creditable service and is 
least age 60 . 

if he 
rd less 
least 
at 

The retirement allowance is equal to three 
percent of the member 's final average compensation 
(defined as the average of the highest consecutive 36 
months) multiplied by his years of creditable service; 
however , any emp loyee who was a m ember of the 
supplemental plan only prior to the revision date has 
the benefit earned for service credited prior to the 
revision date on the basis of one percent of final 
compensation plus two dollars per month for each year 
credited prior to the revision date, and three percent 
of final compensation for each year of service credited 
after the revision date. The retirement allowance may 
not exceed the greater of one hundred percent of a 
member's final salary (last 12 months) or the final 
average compensation . 

A member is 
disability benef 
creditable servi 
retirement and s 
certified by the 
rate is 3 per ce 
multiplied by hi 
certain conditio 

eligible to retire and receive 
its if he has at least 5 years of 
ce , is not eligible for normal 
uffers disability which has been 
State Medical Disability Board . The 

nt of the member 's final compensation 
s years of creditable service under 
ns outlined in the statutes . 

13 



PAROCHIAL EMPLOYEES ' RETIREMENT SYSTEM OF LOUISIANA 

NOTES TO FINANCIAL STATEMENTS 
For the Year Ended December 31 , 1997 

(Continued) 

Upon the death of a member w ith 5 or more years of 
creditable service, the Plan provides benefits for surviving 
spouses and minor children . Under certain conditions outlined in 
the statutes, the benefits range from 30 to 60 per cent of the 
member 's final compensation . 

(B) Plan B Fund Benefits: 

Any member is eligible for normal retirement if he 
has at least 30 years of creditable service and is at 
least age 55, or i0 years of creditable service and is 
at least age 62 if the preceding requirements are met. 
Early retirement is allowed at age 60, provided that 
benefits are reduced by 3% for each year below age 62 . 
The monthly amount of the retirement allowance is 2 per 
cent, subject to the provisions of the statutes, of the 
member's final compensation (average monthly earnings 
during the highest 36 consecutive months or joined 
months if service was interrupted) less the amount of 
$1200.00 times his years of creditable service. 

A member is el 
disability benefits 
creditable service , 
retirement and suff 
be certified by the 
disability rate is 
compensation, multi 
service under certa 
statutes . 

igible to retire and receive 
if he has at least i0 years of 
is not eligible for normal 

ers disability . The disability must 
State Medical Disability Board . The 

2 per cent of the member 's final 
plied by his years of creditable 
in conditions outlined in the 

The Plan provides benefits for surviving spouses 
and minor children under certain provisions in the 
statutes . 

(C) Deferred Retirement option Plan 

In lieu of terminating employment and accepting a 
service retirement allowance , any member who has been an 
active contributing member for one full year after 
becoming eligible for a normal retirement allowance may 
elect to participate in the Deferred Retirement Option 
Plan, and defer the receipt of benefits . 

14 



PAROCHIAL EMPLOYEES ' RETIREMENT SYSTEM OF LOU ISIANA 

NOTES TO FINANCIAL STAT EM ENTS 
For the Year Ended December 31, 1997 

(Continued) 

The duration of participation in the plan shall be 
specified and shall not exceed three years. 

Upon the effective date of the commencement of 
participation in the plan , membership in the system shall 
terminate. Employer contributions shall continue to be payable 
by the employer during the person 's participation in the plan, 
but payments of employee contributions shall cease upon the 
effective date of the person 's commencement of participation in 
the plan . 

The monthly retirement benefits that would have been 
payable , had the person elected to cease employment and receive a 
service retirement allowance , shall be paid into the Deferred 
Retirement O~tion Plan Fund , which shall not earn interest . 

Upon termination of employment at the end of the specified 
period of participation , a participant in the plan shall receive, 
at his option , a lump sum payment from the Deferred Retirement 
Option Plan Fund equal to the payments made to that fund on his 
behalf , a true annuity based upon his account in that fund , or 
any other method of payment approved by the Board of Trustees. 

(D) Both plans provide for deferred benefits for vested member~ 
who terminate before being eligible for retirement . Once a 
member reaches the appropriate age for retirement benefits become 
payable . Benefits are based on statutes in effect at the time of 
withdrawal. 

3 . CONTRIBUTIONS 

(A) Member Contributions: 

Member contributions, established by Statute at 
9.5% of total compensation for Plan A and at 2.0% of 
total compensation less $i00 per month for Plan B, are 
deducted from the member 's salary , and remitted by the 
participating employers. The Annuity Savings Fund of 
Plans A and B represents member contributions , less 
refunds , and less transfers to the Annuity Reserve Fund 
of P lans A and B . 

15 



PAROCH IAL EMPLOYEES ' R ETIR EM ENT SYSTEM OF LOU ISIANA 

NOTES TO FINANCIAL STATEMENTS 
For the Year Ended December 31 , 1997 

(Continued) 

(B) Employer Contributions: 

Employer contributions are actuarially determined 
every fiscal year according to statutory process . 
Written notice of these rates is provided to employers 
annually . In 1997, these employer rates were 7.75% for 
Plan A and 2 .50% for Plan B . 

(C) Taxing Bodies' Contributions: 

The Sheriffs and ex-officio tax collectors of all 
parishes except Orleans and East Baton Rouge remit 
one-fourth of one per cent of the amount of taxes which 
are being collected . This contribution is pro-rated 
betw een th e P lan A Fund and the P lan B Fund based on th e 
salaries of members for the previous fiscal year . 

4 . ACTUAR IAL COST M ETHOD 

The actuary for the Pension Plans, G .S. Curran and 
Company , LTD , has determined the actuarially required 
contributions as established by state statute. 

PLAN A 

METHOD OF RECOGNIZING GAINS AND LOSSES : Under the 
Frozen Attained Age Normal Method , actuarial gains and losses 
are spread over future normal costs . 

The actuarially required employer contribution for Plan A 
was determined by adding to the normal cost an amortization 
payment on the unfunded accrued liability which was based on a 40 
year annuity with payments increasing at 4% per year. 

This payment method conforms to legisla 
by the Louisiana Legislature . The resul 
actuarially required contribution for 19 
4 .20% of payroll. This plan currently r 
contributions of 9.5% of payroll togethe 
contributions of 7.75% of payroll. In a 
receives a percentage of tax revenues fr 

tion pa 
ting em 
98 is $ 
eceives 
r with 
ddition 
om vari 

ssed during 1988 
ployers ' net 
15 ,645 ,261 or 
emp loyee 

employer 
, the System also 
ous taxing bodies. 

Thus, the net employer contribution for fiscal 1998 is 4.20% 
of payroll or 3.55% of payroll more than the amount required 
to fund the plan according to the methods and assumptions 
stipulated in this report . 
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PAROCH IAL EMPLOYEES ' R ETIREM ENT SYSTEM OF LOU ISIANA 

NOTES TO FINANCIAL STATEMENTS 
For the Year Ended December 31 , 1997 

(Continued) 

The actuarially required employer contribution as 
determined by the funding method and assumptions specified in 
the report for Plan B for 1998 is $937,698 or 1.68% of payroll. 
The Plan currently receives employee contributions amounting to 
2.5% of payroll on salaries in excess of $i00 per month and 
employer contributions of 2.5% of payroll. In addition , the 
System also receives a percentage of tax revenues from various 
taxing bodies. Thus, for Plan B the estimated net employer 
contribution for fiscal 1998 amounts to 2.50% of payroll or .82% 
of payroll more than the amount required to fund the plan 
according to the methods and assumptions stipulated in this 
report . 

Contributions required and made during the year are as 
follows : 

Employer 
Emp loyee 
Taxing bodies 

Total 

PLAN A PLAN B TOTAL 

$21,413,588 
28 ,572 ,193 
2 ,723 ,548 

$ 870,523 
675 ,828 

~ 343,165 

$22,284,111 
29 ,248 ,021 
3,066~71~ 

5 . REQUIRED SUPPLEMENTARY SCHEDULE INFORMATION : 

Information in the Required Supplementary Schedule is designed to 
provide information about the System 's progress made in accumulating 
sufficient assets to pay benefits is presented on pages 21 - 22. 
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PAROCHIAL EMPLOYEES ' RETIREMENT SYSTEM OF LOUISIANA 

NOTES TO FINANCIAL STAT EM ENT S 
For the Year Ended December 31, 1997 

(Continued) 

6. DEPOSITS, CASH EQUIVALENTS AND INVESTMENTS: 

State statutes and Board of Trustees policies permit the 
system to use investments of Plan A to enter into securities 
lending transactions - loans of securities to broker-dealers or 
other entities for collateral with a simultaneous agreement to 
return the collateral for the same securities in the future . The 
system 's securities custodians are agents in lending the plan 's 
domestic securities for cash or securities issued , or guaranteed 
as to principal and interest , by the United States Government , 
its agents or instrumentalities, as collateral of 102 percent . 
The cash received as collateral is invested in securities issued, 
or guaranteed as to principal and interest , by the United States 
Government, its agencies or instrumentalities and/or repurchase 
agreements collateralized by such investments and money market 
mutual funds which invest in those securities. 

Securities on loan at year-end are pyes%nted as ~nclas~ifi~d in 
the following schedule . At year-end , the system has no credit 
risk exposure to borrowers because the amounts the system owes 
the borrowers exceed the amounts the borrowers owe the system . 
Contracts with the lending agents require them to indemnify the 
system if the borrowers fail to returD the securities (and the 
collateral is inadequate to replace the loaned securities) or 
fail to pay the system for income distributions by the 
securities ' issuers while the securities are on loan . 

Before the lending transactions and the investment 
cash collateral, the plans ' aggregate investments are a 
in the following table. These investments are reported 
value . The investments are classified in category i be 
securities are held by the system's agent (which is not 
affiliated with or related to the investments brokers) 
system 's name . 
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P A R O C H IA L E M P L O Y E E S = R E T IR E M E N T S Y S T E H O F L O U I S IA N A 

NO TE S TO F INA N C IA L S TA TEN E N TS 

Fo r the Yea r End ed D ecemb e r 3 1 , 199 7 
(C o n t in u ed ) 

N V E S T N E N I S A T FA IR V A L U E 
G o v e rnm e n t N a t io n a t 

M o r tg a g e A s s o c ia t io n s 

C o t ta te ra t iz ed M o r tg a g e 
O b t i g a t io n s 

F R L M C R E N IC 'Z IS 

u s Z e ro c o u p o n B o n d s 
U S A g e n c y Z e r o C o u p o n B on d s 

U S T re a s u ry N o t e s a nd B o nd s 

G ov e rnm e n t G u a ra n te ed B o nd s 
C o r p o r a t e B o n d s 
G o v e rn m e n t G u a r a n t e e d 

PLA~ A PLAN S ~OTA ~S 

$ 74 ,2 9 7 ,5 20 $ 8 ,0 18 ,2 5 2 $ 8 2 ,3 15 ,7 72 

M o r t g a g e s 

D om e s t ic an d In te rn a t io n a t 
S to c k s 3 9 1 .5 

8 ,6 4 4 ,3 8 1 
11 ,4 6 5 ,8 8 3 
17 ,6 6 2 ,2 3 3 

4 6 6 ,8 6 0 

5 ,4 4 2 ,0 59 

9 4 5 ,9 7 4 

13 ~5 6 5 ~3 7 7 

9 4 5 ,9 76 

4 0 5 1 2 D .0 2 8 

T o te r In ve s tm e n ts $ 9 4 8 .6 16 .78 0 $ 6 6 ,2 1 1 ,0 19 $ 1 .0 14 .8 2 7 .79 9 

T h e n e t a m o u n t e a r n e d b y t h e s y s t e m d u r in g t h e y e a r f r o m s e c u r it y 

te nd in g t ra n s a c t io n s w a s $ 2 0 5 ,2 25 , w h ic h is in c tu d e d in th e 
f in a n c ia t s t a t e m e n t s a s in v e s tm e n t r e v e n u e . 

T h e f o t to w in g re p re s e n t s th e b a la n c e s re ta t in g t o t h e 

c u r ~t ~e s te n d in g t ra n s a c t io n s a t D e c em b e r 3 1 , 19 9 7 : 

Securities Loaned 

U,S. Government and Agency Securities 

Corporate Equities 

Fair Vatue of 

Undertying Cottatera 

Securities Received 

$16,988,555 
12,736,927 

$17,276,470 

12,979,600 

Cotiaterat 

Investment 

Value 

$17,276,470 

12,979,600 

U.S. Government and Agency Securities 581991r739 60t171~574 601171157~ 

Totats 

Type of 

Cottatera 

U.S. Govtt 

& Agency 
Securities 



PAROCH IAL EMPLOYEES ' RETIREM ENT SYSTEM OF LOU ISIANA 

NOTES TO FINANCIAL STATEMENTS 
For the Year Ended December 31, 1997 

(Continued) 

The Parochial Employees ' Retirement System of Louisiana 
adopts an annual budget only for the Expense Fund . This 
budget is utilized only for forecasting purposes and is not 
legally binding on the System . Unspent allocations lapse at 
year end . 

All demand deposits and time deposits (with the 
exception of the Expense Fund checking account) are held in 
trust. The Expense Fund checking account ($20,765) is 
covered by insurance and/or fully eollateralized, while all 
trust accounts are fully collateralized . 

Employees ' leave, cumulative without limitation , is 
accrued at rates of 12 to 18 days per year depending upon 
length of service . Upon separation , employees are 
compensated for unused accumu lated annual leave , not to 
exceed $800.00. Employees are not compensated for 
accumulated sick leave upon separation . 

The liability for accrued annual leave at December 31, 
1997, was $4,800 as shown on the balance sheet. 

CUM ULATIVE EFFECT OF CHANGE IN A CCOUNTING PR IN CIPLE : 

1. During 1997, the retirement system changed its method of 
accounting for investments. In prior years, bonds were 
recorded at amortized cost and stock were recorded at cost . 
In 1997 all investments were recorded at fair value to 
conform with new requirements of the governmental accounting 
standards board (GASB). The effect of this change was to 
increase net change in net plan assets for the year by 
$60,755,778 for Plan A and $5,815,420 for Plan B. 

The beginning balances for Net 
pension benefits was restated f 
cumulative effect of this chang 
assets held in trust for pensio 
Plan A and $4,424,530 for Plan 

Assets held in trust for 
o r  

e 

n 

B . 

this change and the 
was to increase the net 
benefits by $129,653,024 for 

Therefore the total cumulative effect of the change in 
accounting principles at December 31, 1997 was $190,408,802 
for Plan A and $10,239,950 for Plan B. 
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PAROCH IAL EMPLOYEES ' RET IREM ENT SYST EM O F LOU ISIANA 
NOT ES TO TH E SCH EDULE OF FUNDING PROGRESS 

AND SCHEDULE OF CONTR IBUT IONS FROM 
EM PLOYERS AND OTHER CONTR IBUT ING ENT IT IES 

The information presented in the required supplementary 
schedules was determined a part of the actuarial valuations at the 
dates indicated. Addition information as of the actuaria] valuation 
follows : 

V a lu at io n 

A ctu ar ia l Co st M et hod 

Amort izat ion Method 

R em a in ing Am o rt izat ion Per iod 

A sset V aluat ion Method 

A ctu ar ia l A ssum pt ion s 
Inv e st m en t r at e o f re t u rn 

Projected salary increases 

P L A N A P L A N B 

12- 31- 9 7 

Fro zen attained 
age norm al 

Fro zen u n fu nded 
accrued l iab ility 

30 y e a r s 

(1) 

8% 

5 .5 % 

12- 3 1- 97 

A gg regate 
A ctu ar ial cost 

8% 

5 .5 % 

i. Basis of Actuarial Asset Value : The actuarial value of 
assets was based on the amortized cost value for debt 
securities. Equity values was determined by adjusting market 
values to defer one- half of realized and unrealized capital 
gains or losses accrued during the fiscal year . A pro-rata share 
of expenses fund assets was allocated to each plan in proportion 
to current salaries. 

PAROCH IAL EMPLOYEES ' RET IREM ENT SYSTEM OF LOU ISIANA 
COST OF LIVING INCREASES 

PLAN A AND PLAN B 

Cost of living provisions for the system are detailed in 
R .S . 11:1937 and R .S . 1]:246. R .S . 11:1937 allows the board of 
trustees to provide a cost of living increase to retiree 's 
original benefit for each year from the effective date of the 
benefit . 
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PAROCHIAL EMPLOYEES ' RETIREMENT SYSTEM OF LOUISIANA 
NOTES TO THE SCHEDULE OF FUNDING PROGRESS 

AND SCHEDULE OF CONTRIBUTIONS FROM 
EMPLOYERS AND OTHER CONTRIBUTING ENTITIES 

(Continued) 

In order to grant either increase, investment earnings must 
exceed the amount the system would earn under the valuation 
interest rate . R .S. 11:246 allows the board of trustees to grant 
an additional cost of living increase to all retirees and 
beneficiaries over age 65 equal to two percent of the benefit 
paid on October I, 1997 (or the member's retirement date, if 
later). 

In order to grant any cost of living increase, the ratio of 
the actuarial value of assets to the Pension Benefit Obligation 
must equal or exceed a statutory target ratio defined in R .S. 
11:242. The funded ratio for Plan A is 99.10% which exceeds the 
target of 70.85%. Likewise, the 132.10% funded ratio of Plan B 
exceeds its target ratio of 100.00% . thus, for fiscal 1997, the 
target ratio was met by both plans. Investments produced $37.6 
million of excess interest in Plan A and $1.6 million of excess 
interest in Plan B ; these earnings are sufficient to grant the 
above described cost of living increases in both Plan A and Plan 
B . 

Below is a summary of available cost of living increases 
and their respective costs. 

2 % to p e n s io n e r s 
o v e r a g e 6 5 

P L A N 

A 

B 

A 

R 

A N N U A L 

N C R E A S E I N S E N E F I T S 

P R E S E N T V A L U E 

O F I N C R E A S E 

$ 2 ,5 4 9 $ 

5 9 

4 7 0 ,2 9 0 

2 5 ,4 8 7 

1 1 ,5 7 1 
2 6 5 

3 ,5 5 2 ,0 5 1 

19 5 ,9 6 0 

In lieu of awarding the cost of living increases described above, 
RS 11:241B allows the board to grant a cost of living increase of an 
amount not to exceed $i for every year of service plus the number of 
years since retirement . There is insufficient information available 
on the system 's database to provide meaningful estimates of the costs 
associated with awarding this type of cost of living increase. During 
calendar 1997 the actual cost of living (as measured by the US 
Department of Labor CPI-U) increased by 1.70%. 



PAROCHIAL 

CES : 
tant 

eling 

ing 

GENERA L OFFICE : 
R ent 
Supplies 
Dues & Subscriptions 
Equipment Rental 
Equipment Maintenance 
Insurance 
Microfilm 
Training 
Miscellaneous 

DEPRECIAT ION 

PENSE : 

Total operating expenses 

See Notes to Financial Statements. 

LOUISIANA 

BUDGET ACTUAL 

$276,694 $274,868 
21 ,444 21 ,302 
15 ,000 12 ,377 
2 ,959 

720 
000 
000 
000 
000 

VAR IANCE 
FAVORABLE 

(UNFAVORABLE~ 

$ 3,826 
142 

2 ,623 
145 

i0 ,000 4 ,063 5 ,937 
5 ,200 

~223 920 

$ 14,750 $ 8 620 $ 6,130 
8,400 7~374 1,026 
17,500 21,505 (4,005 
27 ,960 18 ,980 8 ,980 

$ 700 
500 
800 
000 
000 
i00 
200 
000 

6 ,943 

$712.120 

$3,700 fo~ 
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6 ,943 

$701,170 

Capital Items, of 

4 ,200 
1 ,000 

5 ,032 

$ 10,950 



PAROCHIAL EMPLOYEES ' RETIREMENT SYSTEM OF LOUISIANA 

SUPPLEM ENTA L INFORMAT ION 
PER DIEM PA ID TRUSTEES 

Year ended December 31, 1997 

The per diem paid to the trustees is an expenditure of the 
Expense Fund . In accordance with the Louisiana Revised Statutes, 
Title ii, Section 182 A (1) the trustees receive per diem at the 
rate of $75.00 for each regularly scheduled and special meeting 
of the Board of Trustees that they attend . Particulars of the 
per diem paid to the trustees for the year ended December 31, 
1997 , are as follow s : 

T RU STEE 

C . Reagan Sutton 
L . E . Bu ller 
Terr~ Rodrigue 
Ray Brignac 
Gwen LeB lanc 

Total 

26 

6 
5 
6 
6 
6 

PER DIE MM 
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To the Board of Trustees 
Parochial Employees ' Retirement System of Louisiana 
Baton Rouge, Louisiana 

This letter is intended to confirm that the Board is fully 
informed about significant matters relating to the conduct of the 
annual audit of the Parochial Employees ' Retirement System of 
Louisiana so that you can appropriately discharge your oversight 
responsibility and so that I comply with my obligations to you 
under professional standards. This letter is intended solely for 
the use of the Board of Trustees of the Parochial Employees ' 
Retirement System of Louisiana. 

The following summarizes various matters which must be 
communicated to you under Generally Accepted Auditing Standards . 

The Auditor 's Responsibility Under Generally Accepted Auditing 
Standards 

I originally communicated to the Board of Trustees in my 
arrangement letter dated September 8, 1995, that the audit would 
be conducted in accordance with Generally Accepted Auditing 
Standards. An audit , as such , is not designed to include a 
detailed aud it of all transactions nor to discover all 
defalcations, irregularities or illegal acts, should any exist . 
An audit conducted in accordance with Generally Accepted Auditing 
Standards is designed to obtain reasonable rather than absolute 
assurance about the financial statements. I believe that my 
audit accomplished those objectives. 

Significant Accounting Policies 

Management has the u ltimate responsibility for the 
appropriateness of the accounting policies and procedures used by 
the System. (i) During 1997, the retirement system changed its 
method of accounting for investments. In prior years, bonds were 
recorded at amortized cost and stock were recorded at cost . In 
1997 all investments were recorded at fair value to conform with 
new requirements of the Governmental Accounting Standards Board 
(GASB). The effect of this change was to increase net change in 
Net Plan Assets for the year by $60,755,778 for Plan A and 
$5,815,420 for Plan B. 

The beginning balances for Net Assets held in trust for pension 

MEMBER 
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benefits was restated for this change and the cumulative effect 
of this change was to increase the net assets held in trust for 
pension benefits by $129,653,024 for Plan A and $4,424,530 for 
P lan B . 

Therefore the total cumulative effect of the change in accounting 
principles at December 31, 1997 was $190,408,802 for Plan A and 
$10,239,950 for Plan B. 

Management Judgments and Accounting Estimates 

Accounting estimates are an integral part of the preparation 
of financial statements and are based upon management 's current 
judgment. The process used by management encompasses their 
knowledge and experience about past and current events and 
certain assumptions about future events . Management has informed 
me that they used all the relevant facts available to them at the 
time to make the best judgments about accounting estimates and I 
concur w ith the results of those estimate . 

Significant Audit Adjustments 

There were 45 audit adjustments other than routine year end 
adjustments made from the original trial balance presented to me 
to begin my audit . 

Other Information in Documents Containing Audited Financial 
Statements 

I have not been informed of any documents that contain your 
audited financial statements . If there were such documents , I 
have a responsibility to determine that financial information 
included in those documents is not materially inconsistent with 
the audited financial statements of the System . 

Disagreements With Management 

I encountered no disagreements with management over the 
application of significant accounting principles, the basis for 
management's judgments on any significant matters, the scope of 
the audit , or significant disclosures to be included in the 
financial statements or on the wording of my report on the 
financial statements. 

Consultation With Oth er Accountants 

I am not aware nor have I been informed of any consultations 
management had with other independent accountants about 
accounting or auditing matters. Also, there were no major issues 
discussed regarding the application of accounting principles or 
auditing standards in connection with my engagement . 

Difficulties Encountered in Performing the Audit 



 

I encountered no difficulty with management relating to the 
performance of the audit. 

However dur ing the course of my audit I became aware of several 
matters that are opportunities for strengthening internal 
controls, operating efficiencies and/or other comments. The 
following summarizes my comments and recommendations regarding 
those materials. 

I. There were several instances of errors in recording the 
purchases of securities, mostly in the planned amortization class 
and zero coupon Accretion - "Z" bonds . 

Cause - These errors are caused by the Trust Department of 
the Bank providing the wrong information, ie, by including the 
accreted interest as part of the face of the instrument , thereby , 
give an incorrect cost factor . 

Recommendation - A person involved in the recording of 
security transaction should compare the confirmation voucher with 
the entry provided by the Trust Department of the Bank . Even 
though the retirement system has change to fair value of 
investments, for reporting on assets, good cost numbers are 
still needed to calculate gain or loss on investment assets. 

2. There were several misclassifications of securities in 
the general ledger . 

Cause - There is no identifiable cause for this problem , 
but these misclassifications are very difficult to discover with 
the present system . The three systems that provide some checks 
and balances are set-up as follows : General Ledger , Investments 
are set up at face with an offset for unamortized premium or 
discount. Trust holdings ledger (TMAST) has entries for face, 
and inventory value (cost) but does not total the face amount. 
The banks Trust Department report includes Face, Cost , Book value 
and Market Value , but does not include a total for face value . 

Recommendation - 
Department 
column of 

of the Bank 
face values . 

Contact should be made with the Trust 
and request that they add totals for the 
A lso the programers of TMAST should be 

contacted to also add the totals for the face value column . 

3. There were numerous problems with the cost basis of 
equity securities as recorded by the Trust Department of the 
bank . Also , as some of these errors were discovered by the 
retirement systems personnel they were convinced that the problem 
was with the Retirement System when in reality it was a Bank 
Trust Department error, resulting in both systems having 
incorrect information . 

Cause - One of the main causes of this problem was a result 



of merging of tax lots on equity securities w ith a problem in the 
program causing cost figures that no one could explain other than 
a problem in the computer program . The cost of equity securities 
as certified by the Trust Department of he Bank was over $12 
million different from the actual amounts. 

Recommendation - This problem was brought to the 
attention of the Bank Trust Department personnel and correction 
were made and certifications were reissued on June i0 and June 15 
1998 . The Bank 's Trust Department should be contacted and 
request that tax lots not be merged but be maintained by purchase 
as the retirement system uses the first in/first out method of 
recording gain or loss on investments. 

I have previously reported on the systems 's internal control 
structure in my report dated June 6, 1998 , on the Financial 
Statement 's of Parochial Emp loyees Retirement System of 
Louisiana. 

Material Contingencies 

The financial statements reflect no disclosures associated 
w ith material contingencies and there were no matters I believe 
should be disclosed as such . 

I will review the status of these comments during my next 
audit engagement . I have already discussed all of these comments 
and suggestions w ith Mr . Simms, and I w ill be pleased to discuss 
them in further detail at your convenience , to perform any 
add itional study of these matters or to assist you in 
implementing the recommendations . 

June 6 , 1998 


