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March 19, 1997 

To the Board of Trustees Employees' Retirement System of the City of Baton Rouge and Parish of East Baton Rouge Baton Rouge, Louisiana 
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statements Rouge and 1996, and 
We conducted our audit in accordance with generally accepted auditing standards and ~Q_qgrn~ent Auditi~Standard_~, issued by the Comptroller General of the ~lited States. Those standards require that we plan and perfo~a the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. Co,~liance with laws, regulations and contracts applicable to the Employees' Retirement System of the City of Baton Rouge and Parish of East Baton Rouge, is the responsibility of the Employees' Retirement System of the City of Baton Rouge and Parish of East Baton Rouge's management. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we per- foz~ed tests of the Employees' Retirement System of the City of Baton Rouge and Parish of East Baton Rouge's compliance with certain provi- sions of laws, regulations and contracts. However, the objective of our audit of the component unit financial statements was not to pro- vide an opinion on overall compliance with such provisions. Ac- cordingly, we do not express such an opinion. The results of our tests disclosed no are required to be reported herein dards. This report is intended for the management: and the Louisiana report is a matter of public limited. 

instances of noncompliance that under Government Auditinq Stan 
information of the Board of Trustees, Legislative Auditor. However, this record and its distribution is not 
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Respectfully submitted, 
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In planning and performing our audit of the component unit financial statements of the Employees' Retirement System of the City of Baton Rouge and Parish of East Baton Rouge for the year ended December 31, 1996, we obtained an understanding of the internal control structure. With respect to the internal control structure, we obtained an under- standing of the design of relevant policies and procedures and whether they have been placed in operation, and we assessed control risk in order to determine our auditing procedures for the purpose of express- ing our opinion on the component unit financial statements and not to provide an opinion on the internal control structure. Accordingly, we do not express such an opinion. Our consideration of the internal control structure would not neces- sarily disclose all matters in the internal control structure that might be material weaknesses under standards established by the Ameri- car* Institute of Certified Public Accountants. A material weakness is a condition in which the desi~ or operation of one or more of the internal control structure elements does not reduce to a relatively low level the risk that errors or' irregularities in amounts that would be material in relation to the component unit financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving the internal control structure and its operation that we consider to be material weaknesses as defined above. This report is intended for the information of the Board of Trustees, management and the Louisiana Legislative Auditor. However, this report is a matter of public record, and its distribution is not limited. 

]4 

Respectfully submitted, 
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March 19, 1997 

To the Board of Trustees Employees' Retirement System of the City of Baton Rouge and Parish of East Baton Rouge Baton Rouge, Louisiana 
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We have audited the accompanying component unit financial statements of the E~loyees' Retirement System of the City of Baton Rouge and Parish of East Baton Rouge as of and for the year ended December 31, 1996, and have issued our report; thereon dated March 19, 1997. We conducted our audit in accordance with generally standards and Government Auditinq~tandards, issued accepted auditing by the Comptroller General of the United States. Those standards require that we plan and perfo~n the audit to obtain reasonable assurance about whether the component unit financial statements are free of material misstate- ment. The management of the Employees' Retirement System of the City of Baton Rouge and Parish of East Baton Rouge is responsible for estab- lishing 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 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. 
23 
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Employees' Retirement System of the City of Bat:on Rouge and Parish of East Baton Rouge 
December 31, 1996 

On Decen~er ii, 1996, the Metrc~olitan Council of the Parish of East Baton Rouge and the City of Baton Rouge adopted an ordinance whereby amending certain provisions of the System's pension plan which will become effective April i, 1997. Some of the amended provisions are: (1) 
(2) 
(3) 

Reduces the number of years of required employment from 12 years to i0 years for the refunding of accumulated contri- butions of employees who have left employment of the em- ploying entity. The service-connected disability benefit was increased to provide for a 50% continuation to the surviving spouse. Establishes a separate, unfunded, non-qualified excess benefit plan. None of the amended provisions are estimated to have a material effect on the plan as a whole. Note 6 - Contingencies - At December 31, 1996, there was litigation outstanding regarding claims of retirement benefit additions relating to off-duty security Bervices rendered by members of the City's police force. Plaintiffs' success is considered possible by management and coun- sel; however, in the event of success of the plaintiffs, contribu- tions will be due from the plaintiffs to offset some of the benefits to be paid by the Retirement System. 

12 



Employees' Retirement System of the City of Baton Rouge and Parish of East Baton Rouge 
December 31, 1996 

Note 1 - Plan Description - The Employees' Retirement System of the City of Baton Rouge and Par- ish of East Baton Rouge (Retirement System) is the administrator of an agent multiple-employer pension plan (the Plan). The participat- ing local government employers are as follows: City of Baton Rouge - Parish of[ East Baton Rouge District Attorney of the Nineteenth Judicial District Nineteenth Judicial District Court E.B.R. Family Court E.B.R. Juvenile Court St. George Fire Protection District Brownsfield Fire Protection District Central Fire Protection District E.B.R. Fire Protection District No.6 East Baton Rouge Recreation and Park Commission (BREC). The Retirement System's financial statements, in accordance with GASB Statement No. 14, are an integral part of the City of Baton Rouge - Parish of East Baton Rouge's Comprehensive Annual Financial Report (CAFR) as a pension trust fund. Substantially all full-time employees of the City-Parish, the Fire Protection Districts and BREC are covered by the Retirement System. The Retirement System actuarially determines the contributions required to fund the system. The Retirement System exists for the sole benefit of current and fo~ner employees of the various entities above who are members of the Retirement System. Employee membership data related to the pension plan at December 31 1996 and 1995, is as follows: Retirees and beneficiaries currently nated employees entitled to benefits Inactive plan participants: 
Regular BREC Police Fire 

receiving benefits and termi- but not yet receiving them: 
1996 1995 
1,952 1,852 



 

INDEPENDEICI' AUDITOR'S REPORT ON COMPLIANCE BASED ON AN AUDIT OF THE COMPONENT UNIT FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARE 



INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL STRUCTURE BASED ON AN AUDIT OF COMPONENT UNIT FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
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To the Board of Trustees Employees' Retirement System of tile City of Baton Rouge and Parish of East Baton Rouge Baton Rouge, Louisiana 
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We have audited the accompanying Statements of Plan Net Assets of the Employees' Retirement System of tile City of Baton Rouge and Parish of East Baton Rouge, a component unit of the City of Baton Rouge - Parish of East Baton Rouge as of December 31, 1996 and 1995, and the related Statements of Changes in Plan Net Assets for the years then ended. These component unit financial statements are the responsibility of the Employees' Retirement System of the City of Baton Rouge and Parish of East Baton Rouge's management. Our responsibility is to express an opinion on these component unit financial statements based on our audits. We conducted our audits in accordance with generally accepted auditing standards and Government Auditin~tandards, issued by the Comptroller General of[ the United States. Those standards require that we plan and perfo~n 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 component unit financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. In our opinion, the component unit financial statements referred to above present fairly, in all material respects, the financial position of the E~loyees' Retirement System of the City of Baton Rouge and Parish of East Baton Rouge as of December 31, 1996 and 1995, and the results of its operations for each of the years then ended, in conformity with generally accepted accounting principles. 



As described in Note 4 to the financial statements, the Employees' Retirement System elected early implementation of Statement No. 25 of the Governmental Accounting Standards Board, '~Financial Reporting for Defined Benefit Pension Plans and Note Disclosures for Defined Contri- bution Plans." In accordance with Government ~:[tin~ Standards, we have also issued a report dated March 19, 1997, on our consideration of the Employees' Retirement System of the City of Baton Rouge and Parish of East Baton Rouge's internal control structure and a report dated March 19, 1997, on its compliance with laws and regulations. Respectfully submitted, 



Employees' Retirement System of the City of Baton Rouge and Parish of! East Baton Rouge 
For the Years Ended December 31, 1996 and 1995 

Additions: Contributions: Employee Employer Total Contributions Investment Income: Net Appreciation (Depreciation) in Fair Value of Investments Interest Dividends Real Estate Operating Income, Net 
Less: Investment Expense Net Investment Income Total Additions Deductions: Benefit Payments Refunds and Withdrawals Administrative Expenses Total Deductions Net Increase Net Assets Held in Trust for Pension Benefits: Beginning of Year End of Year 

1996 1995 
$ 9,033,167 $ 8,751,553 16.219.697 25,252,864: 
35,437,680 17,508,876 3,247,598 1.891.360 58,085,514 1.922.578 56,162,936 

14.276.7~7 23,028,270 

109,255,014 1.692,~ 107,562,578 81,415,800 130,590,848 
30,666,429 1,815,573 877.475 33,359,477 

28,602,602 1,724,025 791.387 31,i18,014 48,056,323 99,472,834 
551.301.959 451.829.125 $ 599,358,282 $ 551,301,959 

The accompanying notes are an integral part of these statements. 4 



Employees' Retirement System of the City of Baton Rouge and Parish of East Baton Rouge 
December 31, 1996 

Active plan participants: 
Vested: Regular BREC Police Fire 
Nonvested Regular BREC Police Fire 
Total Active Participants 

1996 _1995 
820 55 268 283 1,426 
1,832 134 301 269 

833 51 285 ~ 293 1,462 
1,824 129 283 236 2,536 2,472 3,962 3,934 

The pension plan provides retirement benefits, as well as death and disability benefits. All benefits are vested after 12 years of ~ervice. Benefits are generally payable on the attainment of age 55 for all employees with a minimum of i0 years of service or 25 years creditable service at any age. Benefits, depending upon the number of years of service are either 2M% or 3% of average compensation times the number of years of creditable service. Benefits cannot exceed 90% of average compensation. Pension provisions include both service connected and ordinary disability benefits. Under a service connected disability, the dis- abled employee is entitled to receive 50 percent of average compen- ~ation, plus an additional factor for each year of service in excess of ten years. Under an ordinary disability, ten years of service are required to receive 50 percent of average compensation or 2M% times the number of years of creditable service, whichever is greater. Disability benefits cease at the death of the disabled employee. Also included in pension provisions are death benefits whereby a q~alifylng spouse will receive 50 percent of the retired employee's pension amount. Should an employee die before retirement, a quali- fying spouse may receive an actuarially computed benefit based on the employee's calculated benefit, if eligible; or $600 per month plus $150 per month for each minor child, if the employee was not eligible for benefits at time of death. Prior to 1990, the monthly benefit for survivor and dependents was $250 and $i00, respectively. 



Employees' Retirement System of the City of Baton Rouge and Parish of East Baton Rouge 
December 31, 1996 

Eligible employees may participate in the Deferred Retirement Option Program (DROP) whereby the retirement benefit amounts are established while the employee continues employment with the City- Parish. The benefit amount goes into a special DROP account on behalf of the e~loyee, and upon retirement, the individual receives the precalculated monthly amount, and becomes eligible to draw from DROP funds. The maximum period of participation in the DROP is five years. Employees of the participating entities are required to pay 8% of their gross earnings to the pension plan. The payments are deducted from the employee's wages or salary and remitted to the Retirement 

Administrative cost of the Retirement System are financed through investment earnings. Note 2 - Summary of Significant Accounting Policies - ~asis of Accounting The Retire are prepared on the accrual basis the participating entities and revenue in the period in which entity. Benefits and refunds are accordance with the terms of the 
ment System's financial statements of accounting. Contributions from their employees are recognized as employees provide services to the recognized when due and payable in plan. 

~~ecuriti~ As discussed more fully in Note 3, 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 current exchange rates. The fair value of real estate investments is based on independent appraisals. Investments that do not have an established market are reported at estimated fair value. 



Employees' Retirement System of the City of Baton Rouge and Parish of East Baton Rouge NOTE~ TO FINANCIAL STATEMENTS (CONTINUED December 31, 1996 
No investments in any one organization represent 5% or more of the net assets available for pension benefits. There are no investments in loans to or ]_eases with parties related to the pension plan. The investment activity of the Retirement System is subject to an investment policy adopted by the Board of Trustees and to oversight k~ the Board of Trustees. Although the Board utilized eight outeide third party investment managers during 1996, final oversight remains with the Board. Purchases and sales of investments are recorded on a trade date basis. ~'ropertv_9_~_~Q~ipment Land and building are capitalized at cost, at the time of acquisition. Depreciation is computed on the E~traight-line method over 25 years. Minor equipment and furniture acquisitions are charged to operations as capital outlays in the period they are made. Depreciation expense for the years ended December 31, ~996 and 1995 was $54,734 and $54,828, respectively. Note 3 - Investments and Deposits - All investments of the System or held by the custodial bank name. are registered in the System's name, or its intermediaries in the System's 
The following table provides information about the market risks associated with the Plan's investments. Category 1 includes invest- ments that are insured or registered or for which the 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 are held by the broker or agent in the Plan's name. Cat- egory 3 includes uninsured and unregistered investments for which the securities are held by the broker or agent, but not in the Plan's name. The Plan's investments were as follows at December 31, ZL996 and 1995: 



).996 Fixed Income : U.S. Treasury Bonds Corporate Bonds U.S. Agency Bonds U.S. Agency Notes Corporate Stocks Repurchase Agreements commercial Paper 

Employees, Retirement System of the City of Baton Rouge and Parish of East Baton Rouge NOTES TO FINANCIAl, STATEMENTS (CC)lq~TNrI"Fi~T) December 31, 1996 
______~ATEGOBY . ACTUAL ____.id-__ 2 3 __ Cost 
$ 55,972,377 $ 31,376,970 - $ - $ 

MARKET UNREALIZED VALUE .~~ SAWN LOSS 
55,972,377 $ 56,528,133 $ 555,756 $ 31,376,970 32,050,946 673,976 47,155,743 47,155,743 49,266,767 2,111,024 47,479,969 165,236,123 12,870,000 j_O~0248,7~7 
47,479,969 48,753,988 ],274,019 165,236,123 214,678,313 49,442,190 12,870,000 _i0,248,7)7 12,870,000 10,248.717 Total Categorized $370,339,899 $ - $- 370,339,899 424,396,864 54,056,965 Corporate Stock Index Fund Internatlonal Equity Fund Enhance Bond Index Fund Real Estate Trust Total Invest ments 

1995 Fixed Income: U.S. Treasury Bonds Corporate Bonds U.S. Agency Bonds U.S. Agency Notes Corporate Stocks Repurchase Agreements Commercial Paper 

____CATEGORY __ 1 2 

26,942,818 43,115,100 16,172,282 39,706,095 48,694,752 8,988,657 50,972,146 _23,432,808 52,896,446 24,620,776 1,924,300 1,187,968 $51],393,766 $593,723,938 $82,330,172 $ 
ACTUAL MARKET COST ,. VALU~ _ UNREALIZEp --__ SAWN LOSS __ 

$102,639,687 $ - $ - $102,639,687 $107,871,128 $ 5,231,441 $ 36,672,26] 36,672,261 37,528,848 856,587 28,532,997 - 28,532,997 34,745,615 6,212,618 65,170,309 i19,839,052 5,500,000 __/~ 8~51~ __= 
65,170,309 68,547,347 3,377,038 119,839,052 159,523,109 39,684,057 5,500,000 _~,851,805 5,500,000 ]9,851,80& Total Categorized $378,206,11] $ - $ - 378,206,111 433,567,852 55,361,74] Corporate Stock Index Fund International Equity Fund Liquid Asset Trust Real Estate Trust Total Invest- ments 
26,158,548 35,157,346 8,998,798 39,954,041 12,346,]60 _21,541,448 42,396,124 12,346,160 21,862,68! 2,442,083 321,239 $478,206,308 $545,330,169 $67,123,861 $ 



Employees' Retirement System of the City of Baton Rouge and Parish of East Baton Rouge 
Decenlber 31, 1996 

It is the Plan's policy that securities underlying repurchase agree- ments must have a market value of at least 100% of the cost of the repurchase agreement. The Plan's repurchase agreements at Decem- ber 31, 1996 and 1995, were fully collateralized. At December 31, 1996, the carrying amount of the System's cash and cash ecs~valents was $319,529 and the bank balance was $342,883 of which $100,000 was covered by Federal Depository insurance. The remainder was collateralizedby securities held in a custodial account in the Plan's name. At December 31, 1995, the carrying amount of the System's cash and cash equivalents was $41,255 and the bank balance was $491,840 of which $i00,000 was covered by Federal Depository insurance, the remainder was collateralized by securities held in a custodial account ~n the Plan's name. Note 4 - Early Implementation of Statement No. 25 of the Governmental Accounting Standards Board - 5~he Retirement System has elected to report its financial data in accordance with the early implementation of Government Accounting Standards Board Statement No. 25 (Financial Reporting for Defined Benefit Pension Plans and Note Disclosures for Defined Contribution Plans) effective for the year 1995. I~ required by this statement the System has included the Statements of Plan Net Assets and Statements of Changes in Plan Net Assets rather than Balance Sheets and Statements of Revenues, Expenses and Changes in Fund Balance. In addition, Investments are recorded at fair value rather than at amortized cost with the net appreciation and (depreciation) in the fair value of investments being recognized in the Statements of Changes in Plan Net Assets. Note 5 - Other Required Disclosures - ~]chedll]e of Fundina Proaress 
(1) ACTUARIA/~ ACTU;tRIAL VALUATION VALUE OF PAT~ . A$SETZ___ 01/01/95 $480,505,268 01/01/96 $551,301,959 01/01/9"; $587,193,233 

(2) ACTUARIAL ACCRUED LXABILITY (AAL)- ENTRY AGE $657,162,178 $718,277,070 $773,936,127 
(4) (3) UNFUNDED ~NDED AAL RATIO (UAAL) ._I])I(2~ (2) - (1) 73.1% 76.8% 75.9% 

(6) UAALAS A (5) PERCENTAGE ANNUAL OF COVERED COVERED PAYROLL PAYROLL (4)/($} $176,656,910 $100,596,231 $166,975,111 $104,601,384 $186,742,894 $109,658,886 Note: At the date of this report only three years of information according to the parameters set is available. i0 

175.6% 159.6% 170.3% 



Employees' Retirement System of the City of Baton Rouge and Parish of East Baton Rouge 
December 31, 1996 

YEAR ENDED DECEMBER__3!, 1995 1996 
ANNUAL REQUIRED CONTR I BUTI_Q~S $17,845,851 17,773,028 

ACTUAL EMPLOYER 
$14,133,988 15,913,348 

The information presented in this ments was determined as part of the dates indicated. Additional actuarial valuation follows Valuation Date Actuarial Cost Method Amortization Method 
Remaining Amortization Period Asset Valuation Method 
Actuarial Assumptions 

PERCENTAGE CONTRIBUTED 79.2% 89.5 
note to the financial state- the actuarial valuations at information as of the latest 
o11o119v Entry Age Increasing 4%~Year for First 15 Years and Level Percent for Next 15 Years Closed 28 Years Reinitialized Market Value as of January I, 1996. Adjusted Market Value with 20% of Unrealized Gains (Losses) Recognized in Years Thereafter. 

Investment Rate of Return* 8% Compounded Annually Projected Salary Increases~ 4% Plus Longevity and Merit *Includes Inflation at Cost of Living Adjustments 4% None 
GASB 25 allows maximum acceptable amortization of the total unfunded actuarial liability over a period of 40 years. The System has approved a plan whereby the unfunded total actuarial liability is expected to be fully funded at the end of 30 years. 

ii 



ASSETS 

Employees' Retirement System of the City of Baton Rouge and Parish of East Baton Rouge 
December 31, 1996 and 1995 

Cash Receivables: Employee Contributions Employer Contributions Interest and Dividends Pending Trades Other Total Receivables Investments, at Fair Value: U.S. Treasury Bonds U.S. Agency Bonds U.S. Agency Notes Commercial Paper Corporate Bonds Corporate Stocks Corporate Stock Index E:nhanced Bond Index Fund International Equity Liquid Asset Trust Real Estate Funds Repurchase Agreements Total Investments Prepaid Benefits Land and Buildings, at Cost, Net of Accumulated Depreciation of $1402,693 and $362,951, Respectively Total Assets LIABILITIES Outstanding Checks in Excess of Bank Balance Accrued Expenses and Benefits Pending Trade Payables Total Liabilities 

] 995 $ 319,529 $ 41,255 
584,200 1,290,500 2,733,209 1,321,433 5 7~33m 5,935,072 
56 49 48 i0 32 214 43 52 48 

528 266 753 248 050 678 115 896 694 

133 767 988 717 946 313 i00 446 752 24,620,776 12.879,099 593,723,938 
1.029,~26 601,007,665 
537,466 i.iii.917 1,649,383 

502,013 1,060,632 3,369,470 11.722 4,943 837 

42,396,124 12,346,160 21,862,687 5.500.00~ 545,330,169 1,386,472 
- 1.073.9~ 552,775,693 
845,570 628,164 
1,473,734 

Net Assets Held in Trust for Pension Benefits (A Schedule of Funding Progress is Presented in Note 5.) $ 599,358,282 $ 551,301,959 
The accompanying notes are an integral part of these statements. 3 


