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LUTHER C . SPEIGHT N: C OM PANY 

A Corporotion of Certified Public Accountonts 
ond M ono9em ent Consultonts 

IN1}EPIgNI)ENT AUDITOR 'S IO~PO 1,UI" 

! lonorable M ayor and Council of the City of New Orleans, 1,ouisiana 

W c ]lave audiled tile accom panying statem ents of net assets available fol bcuefils of tile City of 
New Orleans l';m l~loyee Retirem ent System as of Decem ber 31. 1997 and 1996, and the related 
slalem enls of changcs in nel asscls available for benefits for the years then ended. 'l'hese financial 
statem enls are the responsibility of the Plan's m anagem ent. Our responsibility is to express all 
opinion on these financial statem ents based on our audits. 

W c conducted our audits in accordance with generally accepted auditing standards. Those 
standards requu'c that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statelnenls are flee of m aterial m isstatem ent. An audit includes exam ining, 
on a test basis, evidence supporting the am ounts and disclosures in the financial statem ents. A ll 
audit also includes assessing the accounting principles used and significant estim ates m ade by 
m anagem ent, as well as evaluating tile overall financial statem ent presentalion. W e believe that 
our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statcm cnts referled to above present filirly, in all m aterial rcspccls 
the final~cial status of tbc City of New Orleans Em ployee Retirement Svstcm as of I)eccm ber "~1 
1997 and 1996, and lhc changes in tile financial status for the years then ended ill confolm ib 
with g&mrally accepted accounting principles. 

Our audits were perl\nm ed lbr the purpose of form ing an opinion on the basic financial 
statem ents taken as a whole. The supplem ental schedules of Funding Progress, Revem .c by 
Source and l';xpensc by Type arc presented for the purpose of additional analysis and arc not a 

rcquircd part of lhc basic financial statements. The supplemental schedules have been subjected 
to auditing procedures applied ill lhc audits of the basic financial statem ents and, in our opinion, 
are fairly statcd in all m aterial respects ill relation Io the basic financial statements taken as a 

June 4. 1998 

New Orleans Office: lO001[okefo~(stBIvdSuite404 NewOrleons, lA TOI2? phorm(50412149-~00 fax(504) 2448240 
AtlontoOffice 400 Colony Squore guite 200 Atlonto. GA 30361 phone(40'IIg7090: ie'~dClA~o'70qoOr~ 



EM PLO Y EE'S RFTII~,EM IgNT SYSTEM , CITY O F NEW  O RLEAN S 
STA TE M EN T O F N ET A SSETS A VA ILA BL E FO R I~EN EFITS 

ASSETS 

INVt:STM ENTS (Note F) 

13. S. Governm ent Obligations 
Corporate Securities 

Bonds 
M ortgages 
Equities 

1997 

$ 15,201,911 

49,331,610 

45,228,390 
33,393,721 
173.414.869 

TOTAl, INVI'~S'I'M ENTS (at M arkct Value) 316,570,50 

RF.CH  VAI~I J~S: 
Contributions 
Accrued Interest Stocks, Bonds 
Due from the City of New OHcans 
Prepaid Fxpense 
I)ue fi'om broker for securities sold 

TOTAl. I'(I,;CI~IVABI J:.S 

(?AS 

"OTA L A SSFTS 

LIAI~I I.ITI I?.S 

I)ue to Term inated Fm ployces 
Accrued M anagem ent and Custodial Fees 
Other Accoullls Payable 

O'1AI, I,IAFql .ITIFS 

97,039 
1,586,318 
135,199 
415,965 

1,151,783 

3,386,304 

24,57 

1)ecem ber 31 
1996 

$ 20,698,775 

9,592,644 

46,756,194 
50,172,404 
38.538.937 

275.758.954 

39,357 
582,290 
122,542 
363,960 
522.973 

2.631.122 

499.477 

$319,981,376 $ 278,889,553 

$ 123,567 
405,403 
310 395 

839.365 

NF.T ASSETS AVAII.AI~I.E /:OR F;I:.NI.:FITS $319,142,0 

2 

See accompal/ying notes tO file financial statements 

$ 58,083 
337,310 
47.933 

443,326 

$278,446,227 



 

EM I'I.O YEES' RETIREM ENT SYSTEM , CITY O 17 NEW  O RI.EAN S 
STATEM ENT O F C ItANG ES IN NET ASSETS AVAII.AR1.E FO R BENEFITS 

FO R TltE YEARS EN DED 

A1)DITIONS 

lntelest 
Ncl Apf, reciation (depreciation) 

Conllllission Recaplure 
Neculi0es l.ending 

hP,,est i/lt~slt l'2xpellseg 

NcI ]IWCSIII|OI|I ]llCOmO 

Contrillulions: 
F.mployer 
Fmlployees 
"l"lansfers from S&W B 
Payments for M ilitary Services 
Tiansfers fiom State System 

TOTAl, ADDITIONS 

DEI)UCTIONS: 
l{t'0l CIIlelll Allowances 
Otdmaly l)isability P.etilements 
Accidental l)isabilily P.eliremenl 
Sepaiation Retilements 
ReftllldS IO M clnbcis 
Tlansll21s to the Slale Re01enlent System 
"]lallsl]2i to the Newelage ~llld W alel lloald 
Tlansler to M .I'.I/.R.S. 
1 am lp Sum l,~enefils Due IO Death of M em bers 
Cost of l.iving Benefits 
Other Adminislralive F.xpenses 

TOTAl. DEDUCTIONS 

NF, T ASSFTS 

:UNI) ItAI.ANCIi. F.NI) OF YEAR 

3 
o tile I'inallcial statelll~lltS 
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$ 12,139,2(~ 
33,457,252 

84,962 
61,037 

(1,487,117) 

$ 10,905,303 
10,620,848 

66,072 
(~I,060 

(1,234,380) 

44,255,398 20,421,903 

9,063,207 
3,036,531 
25,915 
14.131 
4,377 

56.399,559 

10,442,683 
1,226,349 
536,514 
336,928 
828,724 
377,886 
69,323 
12,871 
374,111 

1,458,386 
0 

9,858,968 
2,761,098 

65,833 
12,899 
80.949 

0,134,598 
1,125,089 
585,849 
349,520 
787,137 
350,724 

1,165,621 
159,985 
152,980 

1,414,345 
10939 

$2~ 7L446,22Z 



NO TES 3"0 TIlE FINAN C IA L STATEM ENTS 

A. PLAN I)I~SCRI lrl'lO N 

The I~,M PI,O YI';I.;S' RETIREM h;NT SYSTEM  OF THE CITY OF N EW  ORI,I';AN S 

(Retirement System) is a Combination Defined Benefit and Defined Contribution Pensiou plan 
established under tile law s of the State of 1,ouisiana. The City Charter provided that the 

Relirelnent Ordinance (Chapter 1 14 of tile Code) continues to govern and control the Retirement 
System under tile m anagem ent of the Board of Trustees, and also for changes in the Retirem ent 

System by council action, subjecl to certain limitations for the purpose of providing rctircmcnl 
allowances, death, and disability benefits to all officers and em ployees of the parish, cxcept those 
officers and em ployees who are already or m ay hereafter be included in the benefits of any other 
pension or retirem ent system of the city, tile state or any political subdivision of the state. 

The I~;M PI,O YFA.;S' I~,ETIREM EN T SYSTEM  OF THE CITY OF N EW  ORI,EAN S becalnc 

operative on July 1, 1947. It is supported by joint contributions of the City and cmploycc 
m em bers and incom e fi'om investm ents. The City m akes contributions for m em bers during 
active service as w ell as for periods of service of m em ber em ployed prior to July 1, 1947. In this 

way, reserves arc accum ulated fi'om the city and em ployee contributions. 

The general adm inistration and the responsibility for the proper operation of the Rctirem ent 
System and for m aking effective the provisions of the Relirelnent Ordinance are vested in the 
five m em ber Board of Trustees 01"the Retirelncnt System . 

At l)ccelnber 31, 1997 and 1996, EM I'I,OYEES' RET1RI';M F, N T SYSTEM  m cm bcrship 
consisted of: 

Rc6rccs and bcnclicim its curlcllt/y receiving bcncfits 
"1ClJl/inated elnployccs cnlillcd to belle[its bul ilol )'el ICCCiVitlg IhcIll 

( IJl'l C'JII employee5 
Veslcd 
Non-Vested 

"1 O'1AI, CI.IRI~.I;N I' IqM I'I ,(.)yI4ES 
TOTAl, AC I IVE AND RETII~,H ) I'M PI,()yEEs 

997 1996 

69,I 
96 
790 

1,548 
2.444 

3.992 
5,782 

699 
45 
7,~4 

1,539 
2.~53 

3,892 
5.636 

The Cfly of N ew Orleans requires nacm bershit~ in the 17,M I'LO YEI';S' RETII/1.;M I,;N T S YSTI,:M 
for all ('it5, of N ew Orleans regularly em ployed persons. 
M em bership includes: 



l:m ployees hired oil or after July 1, 1947, who becom e naem bers as a condition of 
em ploynm nt, except for those over 65, unless they have 10 years prior service. 

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

join. 

3. Offi cials elected or appointed for fixed term s, however, m em bership is optional 

All officers and employees of ~,arious judicial and political offi ces, except those 
covered by another system and those for whom no contributions are m ade by 

respective offi ces. 

Under the Syslem , em ployees with 30 ),tars of service, or who attain age 60 with l0 years of 
service, or age 65 irrespective of length of service are entitled to a retirem ent allowance, 
consisting of tlae follow ing: 

1. An amm ity, which is tim actuarial equivalent of the em ployee's accum ulated 
contribution at the lim e of retirem ent; plus 

A n annual pension, w hich together w ith the above annuity, provides a total retirem ent 
allowance equal to 2%  of average com pensation tim es first 10 years, plus 2-1V2%  of 

average com pensation tim es ncxt 10 years, plus 4%  of average compensation tim es 
creditable service over 30 years, m axim um not to exceed 100%  of average 
com pensation. For service retirem ent prior to age 62 w ith less than 30 ycars of 
service, this am ount is reduced by 3%  for each year below age 62. For service 

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

Average compensation is defined as average annual earned compensation (which includes 
overtime earned prior to April 29, 1979 and tenure pay) of a member for the highest thirty-six 
successive nm nths of service as a m em ber, m inus $1,200. 

An addilional pension equal to 2% of $1,200 times the firs! 10 ),ears, plus 2-1 ~ % of $1,200 
lim es next 10 years, plus 3%  of $1,200 tim es next 10 years, plus 4% of $1,200 times creditable 
sen'vice over 30 years, for m em bers who retired on or after Jalm ary 1, 1983, will he provided if all 
em ployee retires on service retirem ent allowance after attaining age 55 while still a m ember. 
This ceases when the em ployee becom es eligible for Social Security. For service retirem ent 
prior to age 62 w ilh less than 30 years of service, this am ount is reduced by 3%  for each year 

below age 62 (1% for each year below age 55) for service accrued prior to Jmmary 1, 1983. 



If a m em ber dies after retirem ent and before receiving tile anlouut of this accunm lated 
contributions in annuity and pension paym ents, tile lum p sum balance of his contributions is paid 
to his bcneficJary. 

W hen an active em ployee dies, a death benefit, equal to the em ployee's accum ulated 
contributions, with interest, is paid to the beneficiary designated by tile employee or, in the 
absence of such designation, to his estate. Should the em ployee have com pleted three or m ore 
years of creditable service, there shall be paid additionally a lum p snm of benefit equal to one- 
fourth of tim earnablc com pensation of such deceased em ployee for the year ilm nediately 
preceding the datc of death, plus 5%  of said tam able com pensation for each additional year of 
creditable service, excluding credit for m ilitary service purchased, and shall not cxcccd the 
carnablc com pensation of the em ployee for the year im m ediately preceding tile date of death. If 
the em ployee at tile date of his death was eligible for retirem ent and leaves a surviving spouse, 
tile surviving spouse is entitled to elect to receive rctirem enl benefits equal to the am ount which 
would have been paid, had the m em ber retire d on tile date he died and had he elected option 2 of 
a reduced retirem ent allowance payable throughout life with the provisions that, upon his death, 
his reduced retirem ent allow ance w ould be continued throughout the life of his surviving spouse 
as beneficiary. The surviving spouse who elects this option will not be entitled a refund of the 
accunm latcd contributions, including interest, of the deceased m em ber nor to additional Imnp 
sum death benefit. 

Any am ounts which m ay be paid or payable under the provisions of any W orkmcn's 
Celnpellsalion Statute or sim ilar law to a lllelrlber or to a dependent or a uaelnber on account of 
accidental disability or accidental death shall, in such a nranner as the Board shall approve, be 
ofl~et against and payable in lieu of any benefits payable out of tile funds provided by the City 
under tile provisions of the Retirem ent system on account of the sam e accidental disability or en 
account of death. 

Upon wrillen application of a m em ber in active service or of tile head of his departm ent, any 
m em ber w ho has had 10 or m ore years of creditable service m ay be retired by tile Board on an 
ordinary disability retirem ent allowance if an physician nom inated by tile }:~oard shall certify tha~ 
the m em ber is m enially or physically totally incapacitated for thc further pcrfom lance of duty, 
that such incapacity is likely to be perm anent, and that the m em ber should bc retired. Upon 
retirem ent for ordinary disability, a m em ber will receive a service retirem ent allowance, if 
cligiblc, otherwise tile m cm ber w ill receive a disability retirem ent allowance which w ill consist 
of: 

a) An anlmity which shall be the actuarial equivalent of the employee's accnmulalcd 
contributions at the tim e of retirem ent; and 

b) An annual pension, which together with tile annuity in (a), shall bc 75% of tim service 
allowance thai would have been payable upon service retirem ent at the age of sixty-five. 
had the m em ber continued in service to the age sixty-five. Such allow ance is to bc 
com puted on the average com pensation, plus the sum of $1,200 provided, however, thal 
tile minimmn annual retirement allowance will be $300 per year. 



Upon lille application of a m em ber or the head of his departm ent, any m em ber wholll file Board 
finds has been tolally and perm anently incapacitated for duty as the natural and proxim alc result 
of an accident sustained in service as an active m em ber and occurring while in the actual 
pelfornlance of his duly at som e definite tim e and place without w illful ncgligcnce on his part 
m ay be retired by the Board; provided, ll~at a physician nom inated by the Board will certify that 
the m em ber is m enially or physically totally incapacitated for the fnrther perform ance of duty, 
thai such incapacity is likely to be perm anent, and that the m em ber should be retired. U pon 
retirelnenl for accidental disability, a m em ber will receive a service retirem ent allowance, if 
eligible, olherwise he will receive an accidental disability retirem ent allowance which w ill 

consist of: 

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

b) An annual pension equal to the difference between his annuity and 65% of his 
carnable com pensation 

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

System . 

Should the m em ber have servcd at least 10 years before such separation, he will be cntilled to 
receive a full service retirement after sixty which he may elect, subject to the reduclions 
applicable to retirem ent before the age of sixty-two, which w ill be based upon the mnounl earned 
and accrued at the date of w ithdrawal from service. 

Upon w ithdrawal w ithout 10 years of creditable service, the em ployee is entitled to the retu rn of 
his accum ulated contributions w ith interest or the em ployee m ay allow contributions to rem ain 
on deposit for a m axinm m of five years. 

Effective July 16, 1974, provisions were m ade for reciprocal transfers of scrvicc and funds 
between this System and the Em ployees' Retirem ent System of the Sewerage and W atcr Board 
of New Orleans. In the event an em ployee transfers fi'oln one em ployer to the other, service 
credits arc transferred from the em ployee's previous account plus earned interest and all 

em ploycr contributions, phls agreed-upon interest, are transferred. 

The Plan was am ended on April 1, 1997. The Plan cxtcnded m em bership to the l)istric! 
Attorney's O ffice. 

A detailed plan agreem ent has been published and m ade available to all plan participants. Their 
agreem ent contains all inform ation regarding the plan's benefits, am endm ents, actuarial 
assum ptions and contribntion rcqnircm ents. 



B. SU M M ARY O F SIG N IFICANT ACCO UNTING PO LICIES 

l'hc following are tbe significant accounting policies followed by the plan 

Basis of Accounting - The aecom paxxying finaacial statements are prepared oil the accrual basis 
of accouuting. Contributions are recognized as revenue in the period in which em ployee services 

are perform ed. 

M ethod Used to V alue Investm ents - The Plans equity securities are repoited at m arket valuc. 
Fixed incom e securities arc reported at am ortized cost w ith discounts or prem ium s am ortized 
using lhc "straight line m ethod", luvestm enl incom e is recognized as earned gains and losses on 
salcs and cxchanges of fixed incom e securities are recognized oil the transaction date. 

C. PENSIO N BENEFIT O BLIG ATIO N 

The am ount shown below as tile pension benefit obligation is a standardized disclosure m easure 

of the present value of pension benefits, adjusted for the effects of projected salary increases and 
step-rate benefits, estim ated to bc payable in the future as a result of em ployee service to date. 
The m easure is intended to help assess the funding status of the Em ployees' Retirem ent System 
on a going concern basis, assess progress m ade in accumulating sufficient assets to pay benefits 

when due, and m ake com parisons am ong public em ployees' relil'em ent syslem s. 

The m easurc is indcpeudent of the actuarial funding m ethod used to determ ine contributions to 
the Em ployees' P, etirem enl System . 

The pension benefit obligation was determ ined as part of tile actuarial vahmtions at l)eccm ber 
31, 1997 and 1996 based on reports dated January 1, 1998 and 1997 respectively. Significant 

actuarial assum ptions used in the latest valuation are as follows: 

l,ife Expectancy of Participants - 1971 (h'oup Annuity M ortality Table. 
Retirem ent Age Assum ptions - Based on the results of thc 1990-1995 periodic 
actuarial experience study. 
hw estm ent Return - 7%  

Proiccled Salary Increases - Based o~ U.S. Deparhneul of Commerce, a~!juslcd lbr 
projected increases in the standard of living. 

I). C IIA N G E 1N A C T UA R IA L V A LUA TIO N 

Beginnfilg with thc January I, 1996 actuarial valuation, the actuarial valuations w ill be prcparcd 
using the "Frozen l';ntry Age Actuarial Cost M ethod" of funding. Prior to the change in the 
funding m ethod, the Plan had been funded using the "F, ntry Age N orm al Cost M ethod". 



Under tile Frozen Entry A ge Actuarial Cost M ethod, tire normal cost of tim plan is designed In 
be a level percentage of payroll, calculated on an aggregate basis, spread over tbe entire working 
lifetim e of the participants. The future working lifetim e of the participant is determ ined from 
each parlicipant's hypothetical entry age into the plan assum ing the plan had always been in 
existence, to his expected retirem ent date. 

For the first year tile actuarial accrued liability is the am ount of total liability not covered by 
future entry age norm al costs and is called the frozen actuarial liability since it is llot affected by 
actuarial experience gains or losses in future years. This am ount is com posed of actuarial value 

of benefits already funded (assets) and those not yet funded (unfunded frozen actuarial liability). 

Once established, and for valuations in subsequent years until fully am ortized, the unfunded 
fi'ozen actuarial liability is affected by the norm al cost, the valuation interest rate and plan 
contributions. The norm al cost nm st thcn becom e the balancing item as the allocated annual 
portion of the rem aining actuarial present value of retirem ent benefits. A s a result, norm al cost 
w ill fluctuate fi'om year to year to account for actuarial experience. 

The am ortization period, which ends l)ecem ber 31, 2003 is being m aintained. Beginning with 
January 1, 1992 actuarial valuation, tile am ortization mnount was "frozen" and is equal to the 13 
year rem aining am ortization am ount over the period January 1, 1992 through 1)ecem ber 31, 
2003. 

CONTRIBUTIONS REQUIRED AND CONTI/IBUTIONS M ADE 

The l';m ployees' Retirem ent System s' funding policy provides for periodic em ploycr 
conlribulions at acluarially dclcrm ined rates that, expressed as a percentage of annual covered 
payroll, arc sufficient to accum ulate sufficicnt assets to pay benefits when due. l~evcl percentage 
of em ployer payroll contribution rates are determ ined using the "Entry Age N orm al Actuarial 
Funding M ethod". The l~,m ployees' Retirem ent System also uses tile "Percentage of Payroll 
M e0~od" lo am orlize the unfunded liability over a d~irly ycar period effective July 1, 1974. 

Employees contribur.e 4%  ofdmir earnable com pensa6on in excess of $1,200 per year. I';arnable 
com pensation is the annual com pensation paid to an mnployec which includes overtim e and~or 
supplem entary pay earn ed prior to April 29, 1979. Effective April 29, 1979, it is dcfincd as 
amm al com pensation paid to an em ployee plus tenure pay. 

Significanl actuarial assum ptions uscd to com plete contribution requirem ents arc lhe sam e as 
those used to com pute the standardized m easure of tile pension benefit obligation discussed in 
N ote C. 
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ACC UM III,ATFI) PLAN BENEFITS 

Vcslcd benefits: 
Participants clltrenliy receiving payll/enls 
Other participants 

CIIANGES IN ACCIIM UI.ATEI) H .AN BENEFH 'S 

Actualial prcscnl valuc of credited projected benefits at the beginning of year 
]ncrcasc (declcase) during yeal attribulc to: 

Plan AnlendnlelltS 
Changes in Asstllnptiolls 
l~cllcfils Itcctlllltdalcd, illleresI 3lid gaills (losses;) 

F. C A SIt A N D 1N V I~;STM ENTS 

$ 111,952,824 
81,779,814 
193,732,638 
32.226,032 

$ 225.958.67() 

0 
0 

27.39(I.668 

$225,958,670 

A s of l)ccem bcr 31, 1997. lhc l';m ployecs' Retirem ent System had lhe follow ing cash accounts 
and |'elated FI)IC insurance and/or other types of collateral lo secure the plans accounls: 

~I,;R I Y 

Tota 

Book 
lalance 

~allk 
alancc 

Alnounl of I)epository 

. 
Ins. or Collateral 

$ 24,571 $26,775 $26,775 

$ 24,5"/ $26,775 



Investm ents m ade by the EM PI.O YI~ES' RETIREM I~tN T SYSTEM  are sum m arized below 

Investm ents at l';stinlated M arket Value 

(.~III pol ale SCCulitics 
Bonds 

M oltgagcs 
Equities 

"IO IA 

1997 

15,201,911 

49.331,610 

45,228,390 

33,393,721 

jy3~ _414~  

Net Ap2Drccjalion~.!_)eprcciation)_hj M a,jkct Value 

Yeal l:;nded I)ecember 3 I, 1997 
(ash l/quivalenls (5,496,g64 

Col pOl ate Securities 

Bonds 

N'Io,tg~lges 

I quilics 

IO IA I, 

(I,527,801) 

16,778,683) 

)1~19~7N4 

.33~45ZZ52 

46,756,194 

50,I72,404 

__  
138~ .~ 937 

(;. TR END INFO RM A TIO N 
Trend inform ation which gives an indication of the progress m ade in accum ulating sum cienl 
assets le pay benefits when due, arc presented on pages 13 and 14. 



11. CO ST-O F-I~iVIN(?, I]ENEFITS BO N US 

l~.elircd m em bers, for 33 consecutive years were paid a cost-of-living bonus benefit. The 1997 
bonus, which totaled $1,458,386 was calculated for each individual at the rate of 3% of the 
currcnl benefit for the each year of retirement, with a maximum the greater of $600 or $75 times 
each year of retirem ent. It was provided from the earnings on inveslm e~ls in excess of 6% . "/]~c 
Board plans to continue the cost-of-living bonus benefit as loug as interest earnings are 
suflicicnl. 
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SU PPLEM EN TA R Y IN FO R M A TIO N 



EM PI.O YEES' RETIREM ENT SYSTEM  O F TH E CITY O F N EW  O RLEAN S 
IIlSTO R1CAL TREND INFO RM ATIO N 

(Unaudited) 

ltistorical trend inform ation since 1989 is designed to provide inform ation about tim 
EM PI.OYEES' RETIREM EN T SYSTEM  OF TH E CITY OF NEW  ORLEAN S' progress 
m ade accum ulating sufficient assets to pay benefits when due is presented in the follow ing 
schedule: 

SCIIEI)ULE O F FUNDING PRO G RESS 

Aeluarial 
V alue of 

Y ear A ssets 

(l) 

A cttlaria 
A ccrt~ed 
l.iability 

(AM 3 
(2)* 

PeFCOI]t 
Funded by 
Fm ployer 

(1+2) 

Unfimded 
AAI, 

(UAAI.) 
(2-1) 

(JAM , as a 
Percentage of 

Annual Covered 
Covered Payroll 

Payroll (4+5) 
(3) (4) (5) (6) 

* Pension l~enet'il Obligation for 1997 ilmludes Actuarial Adjushnent of $48,580,104 



Year 
F, m ployce 

Conlribulions 

R EVEN UE BY SO UR CE 

Actuarial 
Required 
Em ployer 

Conlribulions 
lnveshnel]l 
]ncom e 

Tota 

1990 

1991 

1992 

1993 

1994 

1995 

1996 
1997 

2,471,806 

2,697,920 

2,904,482 

2,790,849 

2,646,225 

2,921,784 

2,761,098 
3.036.531 

8,947,779 

9,019,773 

9,258,071 

9,274,320 

9,238,967 

0,629,702 

9,858,968 
9,063,207 

6,178,486 
13,127,442 

12,006,674 

22,385,320 

13,367,184 

18,240,535 

20,421,903 
44,255,398 

17,598,071 

24,845,135 

24,169,227 

34,450,489 

25,252,376 

31,792,1121 

33,041,969 
56,355,136 

Year Benefits 

EX PEN SE BY TYPF 

Otherfl'ransfers Tola 

990 

991 

992 

993 

994 

995 

996 
997 

2,380,502 

3,162,350 

2,803,048 
2,862,616 

2,927,298 

3,345,749 

3,773,120 
4.414.971 

959,172 

884,881 

714,963 

037,761 

,665,775 

141,519 

787,137 
828,724 

0 

5,269 

0 

186,607 

297,357 

863,462 

676,330 
460,080 

3,339,674 

4,052,5011 

3,518,011 

4,086,984 

4,890,430 

5,35/),730 

6,236.587 
5.703 775 



LUTHER C . SI'EIGHT & C OM PANY 

A Corporotion of Certified Public Accouatonts 
ond M unogement Consultonts 

REI'O RT O N CO M PLIAN CE AND ON INTERN AL CONTROl. 
O VER H NANCIAL REPO RTING BASED 

O N AN A UDIT OF FINAN CIAL STATEM ENTS 
PERFO RM lgD 1N ACCO RDANCE W ITII 
G O VERNM ENT AUDITING STANDARDS 

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

W e have audited the financial statements of the t{mployees' Rctiremcm System of tile City of 

New Orleans (the l'lan) as of l)ccember 31, 1997 and 1996, and for the years then ended, and 
have issued our rcporl thereon dated June 4, ] 998. W e conducted our audit in accordance w ith 
generally accepted auditing standards and the standards applicable to financial audits contained 
in Governm ent Auditing Standards, issued by the Comptroller General of the United States. 

ConApliance 
As Imrt of obtaining reasonable assurance about whether the Plan's financial statements are 
fiee of m alerial m isstatem ent, we perform ed tests of the Plan's com pliance with certain 
provisions of laws, regulations, contracts, and grants, noncom pliance with which co(lid have a 
direct and m aterial effecl oi1 the determ ination (if financial statem ent am ounts, llowcvcl, 

providing an opinion on colnpliance with those provisions was not an oljeetive of our audil 
and, accordingly, we do not express such an opinion. The results of our tests disclosed n(~ 
instances of noncom pliance that are required to be reported under Governm ent Auditink, 
,STaaclard, v. 

Internal C<,jm ol OyCl2 Financial ReportiJ~ 
In planning and perform ing our audil, we consklered the Plan's internal control over financial 
reporling in order to determ ine our auditing procedures for the purpose of expressing our 
opillion (111 the financial stalem ents alld 11o( Io provide assurance on the illlCl-nal COllHo] OVCl 
fin ancial reporting, llowcver, we noted certain m atters invoh, ing the internal COlltrol over 
fin ancial reporting and its operation that we consider to be reportable conditions. Reportable 
conditions involve m atters com ing to our attention relating to significant deficiencies in the 

design or operation of lhe internal conlrol over financial reporting thai, ill our judgmenl, could 
adversely affect the Plan's ability to record

, process, sum marize and report financial dala 
consistent w ith the assertions of nm nagem ent in the finandal statem ents. Repot(aisle coaditions; 

arc described in the accompanying schedule of findings and quesliuned costs as items 1), 2), 
31, 4), and 5). 

A illatelia] \veaklless is a condJtioll iil w hich the desigll or operation of OliC o1 Ill(He OJ" I[IC 
i[llelllal COIl[lOI COlllp()llell(S does nol Ieduce [o a lclatively low level die ~isk dml 

New Orleons Office: 10001 Le~ke forest Nvd Suite 404 New Orleons, [A 70127 phoae(504) 244 9400 fox(504) 244 8240 
Atlunto Office 400 Colony Sqtm~e 5,uite 200 Atlonto, GA 30361 phone (404} 870 90a S fax 646"14/870 96105 



m isstalem cnts in am ounts that would be m aterial in relalion to the financial statements being 
audited m ay occur alld not be dclccted w ithin a tim ely period by em ployees in Ill(: norm al 
course of perform ing their assigned functions. Our collsideration of the internal control ove~ 
financial reporting would not necessarily disclose all m atters in the internal control thai nfight 
be reportable conditions and, accordingly, would not necessarily disclose all reportable 
conditions thai are also considered to be m aterial weaknesses, liowcver, of the reportable 
conditions described above, we consider all of fl~em to be material weaknesses. 

This report is intended Ior tile inform ation of the audit com m ittee, m anagement, and tile City 
of New O rleans. llowever, this report is a m atter of public record and its distribution is not 

.hmc 4, 199F: 



EM PLO YEES' R ETIREM ENT SY STEM  O F 
TIlls; C ITY O F N EW  O R LEA N S 

SCH EDU LE O F FIN DING S 

STATUS O F PR IO R-Y EAR FINDING S 

1) There were no interim financial statements prepared 
within tile audit period, 

UNRESO1N EI) RI~;SOI,V EI) 

2) Investment subsidiary ledgers were not adequately maintained. 

3) Investment activity source documents (ie. Confirmations and 
investment statements) were not maintained in an orderly fashion 

CURRENT YEAR H NDING S 

4) CONDITION : Bank reconciliations were not prepared as of year-cud. The reconciliations were 
prepared during the course of our audit fieldwork. 

CRITI';R1A : It is industry standard that cash accounts are reconciled at year - end 

FFI';CT: Cash did not reconcile to the am ount represented as the book balance 

CA USI.;: l,ack of adequate accounting staff. 

5) CONDITION : The retirem ent system does not have a com prehensive financial reporting system in 
place related to its accounting inform ation. 

CP, ITERIA : It is industry standard that the general ledger and financial statem ents are prepared 
utilizing an accounting software program designed for that purpose. 

I,;FFECT: General ledger accounts were out of balance at the end of the year 

CA U SE: The retirem ent system had not yet acquired and im plem ented a com prehensive 
accounting software progranr 

7 



]) b;PA RTM I.~.N T O F ];'IN A N CE 

Em ployees' Retirem ent System 
M anagem ent (:orrective Action P an 

l)ecember 31, 1997 

Finding ~'/1 - N o m terina financial statem ents prcpared 

M anas;em enl is cm tenlly unable 1o hire ar, d m aintain com petent staff due to authol ircd salm v lh>i> 
] i]ciclole, lilt ]);,:i),!lil{Ik)Jl OI lll[Cliln [lllililgiiii SI;IICII]ClltS, 10I W]li~;]/ \\c already ha\c plocCotllCS ii; 
I(1 accomplish will be o~ltsourced until appropriate staff is secured. 

diHg I/2 - ]nvestm cnl subsidiary ledgcis non m aintained 

This fin ding is a repeat finding flom the prior yea1 audit thai w as icsolvcd duiing tile currcnt m id-ycal 
convm sion from the FNBC custodian to lhe Bank One custodian, fiavcstlncnt subsidiary ledgcrs are cunently 

provided by the Retirement Systems' new investment custodian (Bank One), as a result of management 
COIllllltlnicafioll with the bank for illO1'e user inform ative stateinents. These statem ents now inchldc 
gain/losses, am ortization of bond discounts/prem iums, individual descriptions of all investm ent transactions, 
etc. IIowevcr, m anagem ent will incorporate checking the clerical accuracy of those statem ents, as well as 
rceouciling tile balances for each m onflL These statem ents will then serve as the Investm ent subsidim y 
lcdger. 

]~'m dJDg //3 - ]nveslm eJ~t source doelam eJlis Jlot m aJJ)taJ~ed Jn an order~y m a~m el 

M anagelllen{ ctlrlclltty m aintains Yves[ lie 11 [iallsaet o I co fir nations and all m oney nlauager statcnlcnls 
is a filc by m onth and by m oney m anager. Please notc thai this finding was reported RESOLV ED by the 
audiloi s. 

A gahl, inanagcn~cnt has proeedulcs in placc to accom plish this task (111 a m oluhly basis, ho~cvcJ, the 
sholtage of stuff due to salary authoiized Hm itations, s not conducive to ha\in!, It s ~ )c in a tim ely m annei. 
Consequently, we have contracted a CPA finn to provide these services oil a m onthly basis as well as at yeal 

M anagem ent has lm cd consultants to study the Em ployees Retirem ent System s' usa,.:c of the City of N cx~ 
(M eans' current accounting system (AFIN), for all ofits financial transactions. Until the detailed me worked 
out ou the convcrsiou to this systenl, our currently financial statem ents will be m ain tained in an accounting 
software package (i.c. ]'eachtlce), by a coniiacted CI'A firm. Certainly, duling tile conveision this data and 
all p;cvious financial data will be uploaded into the online accounting system (AIqN). The convcision 
1)cccm bcr 31, 1998, com plction date. 

b/iAYo I( 
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