
LU T H ER C . SPEIG H T & C O M PA N Y 

A Corporation of Certified Public Accountants 

~NDEPENDENT A UDITO R'S R EPO RT O N INTERNA l, CO NTRO l 
STR UC TUR E I~ASEI) O N A N A UDIT O F FINANCIA l, 
STATEM ENTS PERFO R M ED IN ACCO RDANCE 
W IT/| G O VF, RNM F, N T A UDITING STA NDA RDS 

Honorable M ayor and Council of the City of New Orleans
, Louisiana 

W e have audited tile financial statements of the Firefighters' Pension and Relief Funds of tile City 
of New Orleans (the Plan), as of December 31, 1995 and have issued our report ibereon daled 
August 7, 1996. These financial statem ents are tim responsibility of the Plan's managcmem  Our 
responsibility is to express an opinion based on our audit. The financial stalem enls of the 
Firefighters' Pension and Relief Fund as of December 31

, 1994, were audited by other audilors 
whose report dated M ay 22

, 1995, expressed an unqualified opinion on those statements 

W e have conducted our audit in accordance with generally accepted auditing standm ds and 
Governm ent Auditing Standards

, issued by the Comptroller General of the United States. Those 
standards require that we plan and perform the audil 1o obtain reasonable assurance about 
w hether the financial statem ents are free of m aterial misstatement 

The management of thc Plan is responsible for establishing and maintaining an intern al contro l 
slructure In fulfilling this responsibility

, estimates and judgments by management are required Io 
assess the expected benefits and related costs of internal eonlrol structure policies and procedures 

The objectives of an internal control structure are to provide management with reasonable, bul 
not absolute, assurance that assets are safeguarded against loss from unaufllorized use or 
disposition, and that transactions are executed in accordance w ith management's authorizalion 
al~d recorded properly to perm it the preparation of financial statemen/s in accoM ance with 
generally accepted accounting principles. Because of inherent limitations in any internal contro l 
structtne, errors or ilrcgularities may nevertheless occur and nol be detecled Also

, projec6otl of 
any evaluation of the structure to future periods is subject to the risk thai procedures may become 
inadequate because nf changes in conditions or that the effectiveness of the design and Ol>Cl~li(m 
of policies and procedures m ay deteriorate. 

In planning and perform ing our audit of the financial stalements of the Plan
, for tile yeal ended 

l)ecember 31, 1995, we obtained an understanding of the internal control sh uclure
. 

W ith lespect to tile internal control structure
, we obtained an understanding of tile design (1t" 

relevant policies and procedures and whether they have been placed in operation
, and we assessed 

ce, ntm l risk in order to determ ine our auditing procedtues for the ptupose of expressing om 
opinion on tile financial statem ents and not to provide an opinion on tim internal control shucttuc 
Accordingly, we do not express such an opinion b'or the purpose of this ~el)oll

, we have 
classified the significanl internal control structure policies and procedures in lhe following 
categories: 
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E. CA Slt A ND INV ESTM ENTS 

As of D ecember 31, 1995, the Firemen Pension and Relief Funds had the following 
cash accounts and related FD IC insurance and/or other types of collateral to secure 
the plans accounts: 

]nstitutkm and Acgolult 
Book 
Fla|ance 

Bank 
Balance 

Alnomd of 
Depository 

Ills. or Collateral 

New Orle 
01000 

Cash OnHand 

TOTAl, 

A~w,g)~ m 

FNBC 
44(1356 

$1,775,110 
2,214 
37,696 

$1,416,380 
2,229 
46.055 

$1,416,380 
2,229 
46,055 

51,372 51,373 51,373 
12 

$1,866,404 $1,516,037 

$412,645 $ 336,059 $ 336,059 

State statutes restrict the City of N ew Orleans and all subdivisions, except for the 
Pension Trust Fund, to invest in U S . bonds, treasury notes, and other federally- 
insured investm ents. The City of N ew Orleans also may invest in repurchase 
agreements secured by U .S. Government obligations. 

The Plan investments are categorized below to give an indication of the level of risk 
assum ed by the Plan at year end. Category 1 includes investments that are insured 
or registered or for which tile securities are held by the Plan or its agent in the 
Plan's name. Category 2 includes uninsured and unregistered investments for which 
the securities arc held by the financial institution's trust department or agent in the 
Plan's name. Category 3 includes uninsured and unregistered investments for which 
lhe securities are held by the financial institutions or by its trust departments, or 
agent, but not in the Plan's nam e. 



1]fird Atlransco Tanker 
Colp. 

REPO 

t:rmlclfisc Finance Corp 
(FFCA) 

TOTAl 

Cash F, qaivalcnt ]~'~3sls 

U.S. Govcramcn! Sccuritics 

M unicipal Bonds 

Corporaic Bonds 

COInlllOIl S| 0~3~ 

O LD SYSTEM  

C A T E G O R Y 

NEW  SYSTEM  

C A TE G O R Y 

PR IO R PER IO D A DJUSTM ENTS 

Prior period adjustments relate to several prior year accounting errors noted during our 
exam ination, as follow s: 
Prip!'~Perio51_ ,~djustment - Amortization of Bonds Prior to 1995 
Am ortization of prem ium s and/or discounts of bonds were not properly recorded during 
the prior years, affecting prior year fund balance totaling $307

,667. 

Prior Period Adjustment - M oney
_ M ana ,egg~cnt Fee for 4th Quarter 1994 

The fees payable to the m oney m anager for tim fourth quarter o f 1994 lind not b
een 

proper y recorded totaling $142,836. 

0 



:&ccot!nting Controls 

- Revenue, Accounts Receivable, and Cash Receipls Cycle 
-  Purchases, Accounts Payable, and Cash l)isbursements Cycle 
- Property, Plant, and Equipm ent 
-  G eneral ledger and Financial Reporting 
- Compliance with I.aw s and Regulations 

For all of the control categories listed above, w e obtained an underslanding of the design of 
rc, levanl policies and procedures and whether they have been placed in operation, and we assessed 
control risk. 

O ur consideration of the intern al control structure would not necessarily disclose all matters in the 
internal control structure that might be reportable conditions and accordingly, would nol 
necessarily disclose all reporlable conditions that are also considered to be material w eaknesses 
under the standards established by the Am erican Institute of Certified Public Accountants. A 
m aterial w eakness is a reportable condition in which the design or operation of one or m ore of the 
internal control stru cture elem ents does no! reduce to a relatively low level dm risk thai errors or 
irregularities in am ounts that would be material in relation 1o the financial statemenls being 
audiled m ay occur and not be detected w ithin a timely period by employees in Ihe norm al course 
of performing their assigned functions. W e noted no matters involving tile internal control 
st~ uclure and its operations that w e consider to be m aterial w eaknesses as defined above. 

This report is intended ff)r the information of the Board of Directors, m anagement, and tile City of 
New Orleans ftowever, this report is matter of public record, and its dislribm ion is not limited 

Angusl 7, 1996 
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SC ltED U LE Ii 

REQUIRED SUPPLEM ENTARY INFORM ATION (Unaudited) 

FIREFIG ItTERS' PENSIO N A ND RELIEF FUND 
NEW  SYSTEM  H ISTO R ICA l. TREND IN FO RM A TIO N 

Historical trend inform ation since 1989 is designed to provide information about the Firefighters' 
Pension and Relief Fund-New System's progress made in accumulating suffi cient assets to pay 
benefits when due, is presented on the following schedule: 

Ycar 

A NA LY SIS O F FUN DING PRO G RESS 

Unflmded Pension 
Benefit as a 

Unftmded Percentage of 
Pension Bencfi! Percentage Pealsions Benefit Ammal Covered Covered Payroll 

Net Assets Obligation Fimded (1+2) Obligation (2-1) ]'ayroll (4+5) 
(1) (2) (3) (4) (5) (6) 

989 

990 

991 

992 

993 

994 

995 

$ 69,765,384 

76,758,408 

86,421,287 

94,700,909 

99,907,330 

107,916,844 

117.846.447 

1.01% 

1.01%  

1.00% 

1.0(1%  

1.08%  

1.05%  

1.00%  

A -2 

$ (368,092) 

(842,464) 

(131,016) 
265,022 

(7,532,950) 
(5,386,988) 
236.182 

$17,304,950 

17,976,156 

18,638,970 

19,912,587 

20,867,63(I 

20,840,264 

22,220,453 

2.127%  

4.687%  

0.703% 

1.331%  

36.099%  

25.849% 

1.063%  



SCItEDULE I (Continued) 

O LD SYSTEM  REVENUE BY SOURCE 

Elnployec Employer hlvestlnent 
Year Contributions Conldbutiolls Income Total 

989 

990 

991 

992 

993 

994 

995 

(37) 
0 

0 

0 

0 

0 

0 

11,950,800 

13,029,780 

13,165,416 

12,474,761 

13,628,524 

14,123,932 

13.923.172 

OLD SYSTEM S EXPENSES BY TYPE 

Yeaw Hcncfits 

114,363 

173,361 

110,966 

120,277 

82,543 

84,299 

]79,002 

Administrative 
Expenses Rcfiulds 

447,412 

767,677 

729,277 

748,259 

859,812 

766,3O2 

853,254 

989 

990 

991 

992 

993 

994 

995 

2,190,318 

2,729,873 

3,036,493 

3,362,732 

3,696,072 

3,849,806 

4.423.875 

174,124 

222,792 

260,225 

320,251 

344,874 

328,854 

384.818 

0 

38 

0 

0 

0 

0 

0 

12,364,442 

12,952,703 

13,296,718 

13,682,983 

14,040,946 

14,178,660 

14.808.693 

12,512,538 

13,970,818 

14,005,659 

13,343,297 

14,570,879 

14,974,533 

14.955.428 



SCItED U LE 1 

REQUIRED SUPPLEM ENTARY INFORM ATION (Unaudited) 

FIREFIG ItTERS' PENSIO N A ND R ELIEF FUN D 
O LD SY STEM  H ISTO RICA L TREND INFO R M ATIO N 

Ycar 

A NA LY SIS O F FUN DING PR O G RESS 

Pension Benefit Pclcentage 
Net Asscts Obliga(ion hmded (1+2) 

[Jilfilnded |)elision 
Benefit as a 

Unfimded Percentage of 
Pensions i~enefit Annual Covered Covered Payroll 
Obligation (2-1) 

(4) 
Payrol 
(5) 

(4+5) 
(6~ 

989 $ 909,377 

990 1,927,530 

991 2,636,433 

992 2,296,747 

993 2,826,979 

994 3,622,853 

995 3,769,588 

0.60%  

1.26% 

1.72%  

I A8% 

1.82%  

2 34%  

2.27% 

A -1 

3723.24% 

4187.26% 

4567.92%  

5063.14% 

5319.53%  

5767.76%  

6475.90%  



REQ UIRED SUPPLEM ENTARY INFORM ATION 



SCItEDULE II (Continued) 

NEW  SYSTEM  REVENUE BY SOURCE 

Year 
Employee 

Contributions 
Employer 

Contributions 
]llVCS[lllCll[ 
lncollle 

989 

990 

991 

992 

993 

994 

995 

1,004,032 

939,725 

1,001,139 

929,870 

892,937 

1,015,389 

880.460 

2,300,376 

2,847,583 

2,635,584 

2,932,621 

2,943,408 

3,060,000 

2.432.809 

NEW  SYSTEM S EXPENSES BY TYPE 

Year ]3enefil.s 

5,224,311 

5,898,748 

8,047,573 

7,580,048 

4,576,362 

5,562,594 

4.657.772 

Administrative 
Exoenses Eeftmds 

0 

0 

0 

0 

0 

0 

4.733 

989 

99(1 

991 

992 

993 

994 

995 

1,523,013 

1,755,952 

2,144,416 

2,529,351 

2,553,532 

2,842,177 

3,297,893 

0 

461,358 

512,597 

874,477 

762,243 

701,467 

694.170 

54,103 

1,350 

75,853 

155,125 

141,679 

59A83 
13,322 

1,577,116 

2,218,660 

2,732,866 

3,558,953 

3A57,454 
3,603,127 

4,005,385 

8,528,719 

9,686,1156 

11,684,296 

11,442,539 

8,412,707 

9,637,983 

7.975.774 



IqREFIG ilTER S' PENSIO N A ND RELIEF FUNDS 

TA BLE O F CO NTENTS 

INI)EIq~NDEN T AUD ITOR'S REPORT 

BALAN CE SH EET 

STATEM ENT OF RE\rEN UES
, EX PEN SES, AND CtIANGES IN FUND BALANCI'; 

NOTES TO TIlE FINANCIAL STATEM EN TS 

INI)EI~ENDENT AUDITOR'S REPORT ON COM PLIANCE 
BA SED ON AN AUDIT OF FINANCIAl. STATEM ENTS 
PERFORM EI) IN ACCORDAN CE W ITIt 
GOVERN M ENT AUD ITING STAND ARDS 

INI)EPENI)ENT AUD ITOR 'S REPORT ON INTERNAL CON TROl
. 

SI'RUCTURE BA SEl) ON AN AUDIT OF FINAN CIAl. 
STATEM ENTS PERFORM ED IN ACCORDANCE 
W ITI1 GO VERNM ENT AUD ITING STAN I)ARI)S 

SCItl;1)ULE 1 - OLI) SY STEM  

SCIJI~I)UI.E 11 - N EW  SY STEM  

1 

2 

3 

4-10 

12-13 

. .A-1 

. . A-2 



to pay current expenses. Employer contributions made at December 31, 1995 and 
1994 w ere $13,923,172 and $14,123,932 respectively. In addition, tile fund 
receives fire insurance premimn taxes amounting to 2%  of the fire insurance 

prem ium s written in the City of New Orleans. 

The following actuarial assumptions are based upon the presumption that the plan 
will conlinue. W ere the plan to terminate, different actuarial assumptions and other 
factors m ight be applicable in determining the pension benefit obligations. 

At D ecember 31, 1995, the unfunded pension benefit obligation was $162,260,574 
and $236,182 for the Old System and New System, respectively. The following is 
an illustration of the Pension Benefit Obligation: 

Pension Benefit Obligations 

Retirees and Beneficiaries Currently Receiving benefits 
and tenninaled cml)loyees 

Not yc't lcceiving benefits 

Acculnulated emt)loycc contriblaions allocated 
ilD'Cstlnela illconle 

Total Pension Benefit Obligatio~l 

Nc! Assets Available for Benefits at Cost 

Unftmded Pension Benefit Obligalion 

OLI) 
SYSII~M 

NEW  
SYSTI';M 

,239,737 

.053,032 

6.972.39 

3.769.588 

$1 



LUTHER C. SPEIGHT & COMPAN~.~t,,~ , 
A Corporation of Certified Public Accc~tnt#~i$(:," ':!":,~]]~R 
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LU T H ER C . SPEIG H T & C O M PA N Y 

A Corporation of Certified Public Accountants 

IN I)EPEN DENT A UDITO R'S REPO RT O N CO M PLIANC E 
BA SED O N A N A IIDI'I' O F H NA NCIA L STATEM ENTS 
PERFO R M ED IN ACCO R DA NC E W ITtl 
G O VERNM ENT A UD1TING STA NDA RDS 

ltonorable M ayor and Council of the City of New Orleans, Louisiana 

W e have audited the financial statem ents of the Firefighters' Pension and Relief Funds of tile City 

of New Orleans (tile Plan), as of December 31, 1995 and have issued our report thereon dated 
August 7, 1996. These financial statem ents arethe responsibility of the Plan's management. Our 
responsibility is to express an opinion based on our audit. The fnancial statements of the 
Firefighlers' Pension and Relief Funds as of December 31, 1994, were audited by other auditors 
whose report dated M ay 22, 1995, expressed an unqualified opinion on those statements. 

W e conducted our audit in accordance with generally accepted auditing standards and 
Government Auditing Standards, issued by the Comptroller General of tile [Jnited States. Those 
standards ~equire that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statem ents are flee from material misstatem ent 

Com pliance w ith law s, regulations, contracts, and grants applicable to tile Plan is tile 
lesponsibility oflhe Plan's m anagem ent. A s part of obtaining reasonable assm ance about w hether 
the financial statem ents are free of material m isstatem ent, we perfom led lests of the Plan's 
compliance with certain provisions of laws, regulations, contracts, and grants. However, tile 

objective of our audit of the financial statements was not to provide an opinion on overall 
compliance w ith such provisions. Accordingly, we do not express such an opinion. 

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

This report is intended solely for the information of tim Board of Directors, m anagem ent, and the 
Cily of New O rleans How ever, this report is a matter of public record and its distribution is nol 
limited 

Ne~v Orleans, l.ouisiana 
August 7, 1996 

0001 Lake Forest Blvd., Suite 404 ~ New Orleans, LA 70127 ~ Tel: (504) 244-9400 ~ Fax: (504) 244-8240 



EX IIIBIT I 

FINDING S A ND R ECO M M EN I)ATIO N S 

PROI'ER RECORDING OF AM ORTIZATION OF PREM IUM S AND DISCOUNTS 

As a result of our exam ination w e noted that the proper am ortization of premium s and discounts 
on investm ents w ere not computed and recorded

. This condition resulted in misstatement of the 
gain or loss on sale of investments ill prior periods

. Prior period adjustments were recorded in 
ot:tr audit to properly correct the affect of the m isstatement

. 

W e reconm m nd that managem ent establish an investm ent subsidiary report to track the amortized 
and unamo~lized discounts and prem ium s on investm ents

. 

AI3_DjTREI'Q._RT NQ'LTIMEI,Y FI!,ED 



LU T H ER C . SPEIG H T  & C O M PA N Y 

A Corporation of Certified Public Accountants 

INI)EPENDI~;NT A UI)|TO R S R EPO RT 

l tonorable M ayor and Council of the City of New Orleans, Louisiana 

W e have audited tile accompanying balance sheet of the Firefighters' Pension and Relief Funds of 

the City of New Orleans (a component unit of the City of New Orleans) as of Decembe~ 31, 1995, 
and the related statem ent of revenue, expenses, and changes in fire d balance for the year then 
ended. These financial statem ents are the responsibility of the Plan's management. Our 
responsibility is lo express an opinion on these financial statemenls based on our audit The 
financial statem ents of file Firefighters' Pension and Relief Funds as of December 31, 1994, were 
a~jdited by other auditors, whose report dated M ay 31, 1995, expressed an unqualified opinion on 
these statements. 

W e conducted our audit in accordance with generally accepted audiling standaM s and 
Governm ent Auditing Standards. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about w helher the financial stalements are free of material 
n',isstatem ent. An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statem ents. An audit also includes assessing the accounting principles 
used and the overall financial statem ent presentation W e believe that our audi! provides a 

reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present faM y, in all material rcspecls, 
the financial status of the Firefighlers' Pension and Relief Funds of the City of New Orleans as of 
l)ecember 31, 1995, and the changes in its financial status for the year then ended in conform ity 

New Orleans, l,ouisiana 
August 7, 1996 

OO01 Lake Forest Blvd., Suite 404 ~ New Orleans, I,A 70127 ~ Tel: (504) 244.9400 to Fax: (504) 244-8240 



NEW  O RLEAN S FIREFIG H TER S' PENSIO N AND RELIEF FUNDS 

BALANCE SItEET 
AS O F DECEM BER 31, 1995 
(W ITIt COM PARATIVE TOTALS AS OF DECEM BER 31, 1994) 

ASSETS 

Cash (Note E) 
Accrued  lntcrcst and I)ividcnds 
Employer Contributions P.eceivablc 

INVt,;S'rMENTS AT COST (Notc E) 
lktuipment. Net of Accumulated 
Depreciation of $6,877 
TO TAL ASSETS 

LIABILITIES AND FUND BALANCE 

Liabilities 
Accnmd Pensions 
Ac.comlls t>ayablc and Accnled F.xpenses 
TOTAL/,lABILITIES 
NI'T ASSF, TS AVAILAHI,E FOR 13ENEFI?['S 

OlJ) SYSTEM 
1995 

OLI) SYSTEM  
1994 

NEW  SYS]EM  
1995 

NEW  SYSTEM 
1994 

$1,250,100 
22,809 

1.272.909 

$1.150,291 $274,855 $ 260,37 
4,283 

1,154,574 
$3~22~53 

135,947 
410.802 

0 

260.371 

$3369 $117fiI0265 $113,303,832 

Fund Balance 
Actuarial Present Value ofProjccled l~encfits 
Payable to Ctm ent Retirants and Beneficiaries $146,737.393 $135,668,048 $ 40,792,965 

Actuarial t'resent Value of Projected Benefits 
Payable lo Terminated Vested Participants 0 0 67,120 0 

Actueu-ial Present Value of Credited Ptqiccted 
Benefits for Active 11mployces 0 0 0 0 

M elll[~f Conllibutions 
Employer- Financed l'o~tion 
3 U IAI, ACTI3AR1AL PRI~.SF.N I" VAI.UE OF 
CRH )ITI'I) I'ROJEC'IJil) BENEH I S 

Net Assets (Liabilily) in l':xcess of Acttmrial 
Plesent Valuc of Cred ited Proiectexl Bencfils 
(Note D) 

TOTAL FUND BALANCE 

1,411,99 
7.505.30 

16,972,391 16.023,720 
60.013,971 54.766,300 

66.030.162 154,585,346 117,846,447 107,916,844 

50.962.493l (236.182/ 5.386.988 

3.769.588 3,622,853 117.610.265 113.303,832 

TOTAL LIABILITIES AND FUND 
BALANCE $ 5.042.497 $ 118.021.067 $ 113,564,203 

See ac'conq~anying notes to the financial statements. 



NEW  O R1,EAN S FIREFIG llTERS' PENSIO N A ND RELIEF FUNDS 

STA TEM ENT O F REVEN UES A ND EXPEN DITUR ES 

A S O F DEC EM BER 31, 1995 
(W ITlt COM PARATIVE TOTALS AS OF DECEM BER 31, 1994) 

OPEIUI TING REUENUI~~ 

City Apt)ropriations (Note D) 
M em|~l 
State lnsurm~cc Rebate 
]IIVOStlI|Cut ]nGolne 
Gain (Loss) on Sale of hwestmcuts 
Total Operating Revenues 

01"1'3~.A I"ING I,~XPENI)ITURI'~I 

Retircmcnl Hencfits Paid 
Reflmds of Contribulions 
Death Benefits 
Drop l~,enefits 
Adm inistrative F.xl)en ses 
Tolal Operating Expenses 

Net Income (Loss) 

4,384,352 
0 

24,400 
15.123 

3,801,806 
0 

48,000 
0 

2,836,270 
59,483 
6,000 

O 
694,170 701,467 

4,005,385 3,603,22G 
384,818 328,854 

14.808,693 

Fund Halance At 13eginning Of Year 3,622,853 2,826,980 

As lhcviously Reported 

PrioJ Period Ac/iustment-Aruortizatiou of Donds 
Prior to 1995 
Priol Period Adjuslment-Money Manager Fee 
for Fou~l Quarler of 1994 
Priol Period Adjustment- Oflaer Adjustments 

Fund Balance At Begimm~g of Yczr-Reslatcd 

Fund l~alancc At l'~nd of Ye,'~ 

3,970,389 

07,269,O69 

0 0 307,667 0 

0 0 (142,836) 0 

See accompanyitsg notes to the,financial statements 



NO TES TO TIlE FINA NCIA l, STA TEM ENTS 

A . PLAN DESCR IPTIO N 

The following brief description of the Firefighters' Pension and Relief Funds of the City of 
New Orleans, is provided for general information purposes only. Participants should refer 
to the Plan agreem ents from complete inform ation. 

The Firefighters' Pension and Relief Funds of the City of N ew Orleans are defined benefit 
pension plans established under the law s of the State .of Louisiana. The Firefighters' 

Pension and Relief Funds are considered part of the City of New Orleans (the City) 
financial reporting entity and is included in the City's financial reports as a pension trust 
fire d 

The Firefighters' Pension and Relief Funds of the City of New Orleans, is divided into two 
plans, the old system and the new system . Each of the aforementioned systems are 
described in detail below : 

Old Sw-ten 

Under the Old System, employees become eligible for retirement allowances after 
twenty years of active continuous service in the fire department. The pension 
am ount is calculated based upon a percentage of the retiree's average compensation 
during the latest years of continuous service earned by the retiree and can range 
from fifty (50) to eighty (80) percent. The mandatory retirement age is sixty-five. 
The Old System also provides death and disabled benefits. 

Employer contributions to the O ld System are on a m onthly basis for the am ount 
necessary to pay current expenses. Annual contributions to the Old System do not 
include amortization & past service cost. In effect, this old plan is being funded on 
a "pay-as-you-go" basis. H ow ever, as previously noted, no new participants have 
entered into such plan since D ecember 31, 1967; therefore, the City believed that 
the difference between this m ethod and the m ethod required under generally 
accepted accotmting principles would not have a m aterial effect on the 
accom panying general purpose financial statem ents. 

Other funding received by the Old System consists of a tax equal to two (2) percent 
of the fire insurance premiums written in Orleans Parish. 

Nen, A),stem 

Under tire New System employees become eligible for retirement benefits after 
lw enty years of active continuous service in the fire department. The pension 

amount is calculated based upon the average of tire highest four (4) corrsecutive 
years' compensation, multiplied by two (2) and one half percent of each year of 



At the end of D ecember 31. 1995, the Firefighlers' Pension and Relief Funds" 

membership consisted of the following: 

1;tctilement mid Beneficiaries ctm'elaly receiving benefits 

l'enninated "a4lh conlributions Oll dclx~sit with the System 

Current lhnployecs: 
Vested 
Non-Vested 

OI,D SYSTEM NEW  SYSTEM  

923 

0 

65 
0 

208 

67 

199 
507 

988 98 

W hen an active or retired survivor dies, his designated beneficiary is entitled to 
death benefits. The amount of the survivor benefit is contingent upon wbether the 

deceased fireman's death was related to his employment duties. 

An employee who leaves the City fire department is entitled to a refund of all of his 
accumulated contribution, plus interest, m ade under the New System . Refim ds to 
an employee who leaves the employment of the fire department under the Old 
System are based on eighty (80) percent of the employee's accumulated 
contributions. 

B. SUM M ARY OF SIGNIFICANT ACCO UNTING POLICIES 

The follow ing are the significant accounting policies followed by the Plan 

Basis of Accounting - The accompanying financial statements are prepared on the 
accrual basis of accounting. Contributions are recognized as revenue in the period 
in which employee services are performed. 

M ethod used to Value Investm ents - The Plans equity securities are reported at 

cost subject to adjustment for market declines judged to be other than temporary. 
Fixed-inco me securities are reported at amortized cost with discounts or premiums 
amortized using the effective interest rate method, subject to adjustnlent for market 
declines judged to be other than temporary, Investment income is recognized as 
earned. Gains and loss on sales and changes of fixed-income securities are 
recognized on the transaction date. 

Equipm ent - Equipm ent is recorded at cost. M aintenance and Repairs are charged 
to operations as incurred, w hereas, significant renewals argot betterm ents are 

capitalized. The equipment is depreciated on a straight-line basis based over a (3) 
to five (5) year estimated useful life, 



FUNDING STATUS A ND PRO G RESS 

The amount shown below as "pension benefit obligation" is a standardized 
disclosure measure of tbe present value of pension benefits, adjusted for tbe effects 
of projected salary increases, estimated to be payable in the future as a result of 
employee service to date. The measure is the actuarial present value of credited 
projected benefits and is intended to help users assess the Firefigbters' Pension and 
Relief Funds' funding slatus on a going concern basis, assess progress m ade in 
accum ulating sufficient assets to pay benefits when due, and make com parisons 
among public employee retirem ent system s. The measure is independent of the 
actuarial funding method used to determine contributions to the Firefighters' 
Pension and Relief Funds, discussed in N ote D . 

The pension benefit obligation was determined as part of an actuarial valuation at 
D ecember 31, 1995. Significant actuarial assumptions used include: 

Retirement Age Assmnptions 

OI3) 
SYSTEM 

NI "W  
SYSTEM 

110%  of tile 1971 Group 
Annuity M ortality Table six year setback 

for females 

~lojectcd Salal3' Inc~cases 

110%  of the 1971 Group 
A~muity M ortality Table six year 

set back for females 

Pioiectcd retircnlent at agc 
filly-fivc or first eligible to retire 67 

7.5% 

l~.ntry Agc Normal Aciumial Cost Ao~gregalc Achlarial Cost M ethod 
M cfllod 

D. CONTRIBUTIONS REQUIRED AND CONTRIBU'FIONS M ADE 

The Firefighters Pension & Relief Funds funding policy is as follows for the New 
System and Old System . 

New 3),stem - Employees contribute 6% of pay. M ember contributions cease 
when tim m ember becom es eligible to retire. Employer contributions are m ade 
m onthly to pay the actuarially determined contributions for the prior year. 
Actuarially determ ined contributions m ade since 1987 have been on the Aggregate 
Actuarial Cost M ethod. The City's contributions are made one year in arrears and 
paid on a m onthly basis. Em ployer contributions m ade at December 31, 1995 and 
1994 were $2,z132,809 and $3,060,000. 

OM 3,),stem - Employees contribute 6% of pay. M ember contfbutions cease when 
tbe m embcl becom es eligible to retire. Employer contributions are m ade m ontbly 
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Augtisl 23, 1996 

To tile ltonorable M ayor 
and tile Cily Council of the City of N ew Orleans 
N ew Orleans, Louisiana 

l)ear M ayor and M embers of the City Council: 

In planning and performing our audit of the financial statements of the Firefighters Pension and 
Relief Fund of the Cily of New O rleans for the year ended December 31

, 1995 (on which we have 
issued our report dated August 23, I996)> we noted the following observations concerning cerlain 
m ailers related to its internal control structure and accounting policies. Our com nlenls are 
presenled in Exhibit 1. 

This repot! is intended solely for the information and use of the M ayor, M embers of lhe Cily 
('ouncil of the City of N ew Orleans, m anagemenl, and others within the organizalion. 

W e will be pleased to discuss these com ments with you and, if desired, to assisl you in 
im plementing any of the suggestions. 

Yours truly, 

l,uther C. Speighi & Com pany 

10001 l.ake Folx'st Blvd., Suite 404 ~ New Orleans, LA 70127 II Tel: (504) 244-9400 ~ Fax: (504) 244-8240 


