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IND EPENDENT A UDITO R 'S R EPOR T ON TH E FINA N CIA L STA TEM ENTS 

AND SUPPLEM ENTARY IN FO RM ATIO N 

To the B oard of Trustees 
Firefighters' Retirem ent System 
Baton Rouge, Louisiana 

W e have audited the statem ent of plan net assets of the Firefighters' Retirem ent System as 
of June 30, 1998, and the related statem ent of changes in plan assets for the year then 
ended. These financial statem enls are the responsibility of the System 's m anagement. Our 
responsibility is to express an opinion on these financial statem ents based on our audit. 

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 Com ptroller General of the U nited States. Those standards require that w e plan and 
perform the audit to obtain reasonable assurance about whether the financial statem ents are 
free 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. An audit also includes 
assessing the accounting principles used and significant estim ates m ade by m anagem ent, as 
w ell as evaluating the overall financial statem ent presentation. W e believe that our audit 
provides a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all m aterial 
respects, the plan net assets of the Firefighters' Retirem ent System as of June 30, 1998, and 
the changes in plan net assets for the year then ended, in conformity w ith generally accepted 
accounting principles. 

In accordance w ith Governm ent Auditing Standards, w e have also issued our report dated 
October 28, 1998 on our consideration of the Firefighters' Retirem ent System 's internal 
control over financial reporting and our tests of its com pliance w ith certain provisions of 
law s and regulations. 

W e have also previously audited, in accordance with generally accepted auditing standards, 

the financial statements as of.tune 30, 1997, 1996, 1995, 1994, 1993, 1992 and 1991 (none 
of which are presented herein); and we expressed unqualified opinions on those financial 
statem ents. 

~  ~llil~d PI~I~ ~tv~, Stlile ~1]0, ~1oi~ flouU~, I o~isi~ 7kl8119, Phone: {~04) 974-1772 / f~csimil~: (~4) 927 ~075 



In our opinion, the inform ation set forth in the required supplem entary inform ation for each 
of the seven years in the period ended June 30, 1998, appearing on pages 14 through 16, is 
fairly stated, in all m aterial respects, in relation to tbe financial statem ents from which it has 

been derived. 

Our audit w as conducted for the purposes of form ing an opinion on the financial statem ents 
taken as a w hole. The accom panying supplem ental inform ation schedule on page 17 is 
presented for purposes of additional analysis and is not a required part of the financial 

statements of the Firefighlers' RetiremenI System. Such informalion has been subjected to 
the auditing procedures applied in the audit of the financial statem ents and, in our opinion, 
is fairly presented in all m aterial respects in relation to the financial statements taken as a 
whole. 

PROVOST, SALTER, HARPER ~  ALFORD, L.L.C 

O ctober 28. 1998 
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Exhibit A 

Statement of Plan Net Assets 

A SSETS 

June 30, 1998 

Cash and Cash Equivalents 

R eceivables 

Em ployer 
Em ployee 

Inleresl and dividends 

Total receivables 

lnveslm ents at Fair Value 
U S. Government Securities 
Corporate bonds 
Com m on stocks 

Total inveslm en'ts at fair value 

"/%  notes receivable from m erged system s 

Property, building, equipm ent and fixtures, net of aecum ulaled 
depreeialion of $110,494 

Prepaid expense and oilier 

Total A ssets 

Liabilities - A ccounts Payable 

Net assets held in trust for pension benefits (a schedule of funding 
progress is presented on page 15.) 

See Notes Io 1,'itlo~Jcial S[oletTletlts. 3 

$ 65,131,137 

601,039 

543,965 

4,068,721 

5,213,725 

106,492,624 

88,854,886 

230,861,629 

426,209,139 

39.004A 66 

1,703,223 

3,079 

537,264,769 

(438,060) 

$ 536,826,709 
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ExhibitB 

Statement of Changes In Plan Assets }'ear Ended June 30, 1998 

A dditions 
Contributions 
Employer 

Em ployee 

Total contributions 

lnveslm enl incom e 

N et appreciation in fair value & investm ents 
Interest and dividends 

Less investm ent expenses 

N et investm ent incom e 

lnterest from notes receivable 
Stale appropriations from insurance premium taxes 
Assels transferred from m erged system 

Total A dditions 

D eductions 

Annuity benefits 
D isability benefits 
Refunds to terminated em ployees 

A dm inistrative expenses 

Total D eductions 

N et Increase 

N et A ssets tleld lu Trust For Pension Benefits 

Beginning of year 

End of year 

See Notes to Pinancial SlatemetJls 

$ 7,065,758 
6.291,301 

13,357,059 

33,804,365 

16.529.545 

50,333,910 

(1,430,369) 

48,903,541 

4,787,385 

9,648,122 
4,017,332 

80,713,439 

17,196,165 

1,135,371 
505,954 

393,983 

19,231,473 

61,481,966 

475,344,743 

$ 536,826,709 
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N otes to Financial Statem ents 

1. D escription of Plan 

June 30, 1998 

The following brief description of the Firefighters' Retirement System Pension Plan (Plan) is provided 
for general inform ation purposes only. Participants should refer to the Plan agreem ent for m ore 
com plete inform ation. 

General. The Plan is a cost sharing, m ultiple-employer, defined benefit pension plan covering 
firefighters employed by any municipality, parish, or fire protection district of the State of Louisiana, 
under the provisions of Louisiana Revised Statutes 11:2251 through 2269, effective January 1, 1990. 

Plan 3Iem bershil~.. Em ployer and em ployee m embership data at June 30, 1998 is as follow s 

Em nlover M em bers 

Current retirees and beneficiaries 
Tcm ainated vested participan ts 
Terminated due a refund 
Active plan participants 

Total em ployee m embers 

Plan Benefits. 

915 
20 
45 
706 

=  Lq86 

Pension Bene~  Employees with 20 or more years of service who have attained age 50 or 
em ployees who have 12 years of serv ice w ho have attained age 55 or 25 years of serv ice at any 
age are entitled to annual pension benefits equal to 30% of their average final com pensation 
based on the 36 consecutive m onths of highest pay multiplied by their total years of service, 
not to exceed 100% . Employees m ay elect to receive their pension benefits in the form of a 

joint and survivor annuity. 
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N otes to Financial Statem ents, Continued June 30, 1998 

If em ployees term inate before rendering 12 years of service, they forfeit the right to receive the 
portion of their accumulated plan benefits attributable to their employer's contributions. 

Benefits are payable over the employees' lives in the form of a m onthly annuity. Em ployee m ay 
elect an unreduced benefit or any of four options at retirement. 

I. At death, their beneficiary will receive a lum p sum paym ent based on the present value of 
the em ployee's annuity account balance. 

2. At death, their beneficiary w ill receive a life annuity based on their reduced retirem ent 
allowance. 

3. At death, their beneficiary w ill receive a life annuity equal to ~ of their reduced retirement 
allow ance. 

4 Any other benefit certified by tile actuary  and approved by the Board of Trustees that w i 
be equivalent in value to their retirem ent allow ance. 

])eath B__elN[tts. If an active employee dies and is not eligible for retirement, his survivors sha 
be paid: 

If the employee not eligible to retire dies in the line of duty, their spouse w ill receive 
m onthly, an annual benefit equal to 2/3 of the employee's average final com pensation. If 
death is not in the line of duty, the spouse w ill receive m onthly, an annum benefit equal to 
3%  of the m ember's average final com pensation multiplied by his total years of service; 
how ever, the benefit shall not be less than 40% , nor m ore than 50%  of the employee's 
average final compensation. 

Children of deceased em ployees will receive the greater of $200 or 10%  of the m ember's 
final average compensation per m onth until reaching the age of 18 or until the age of 22, if 
enrolled full tim e in an institution of higher education. The surviving totally physically 
handicapped or m entally retarded child of a deceased em ployee, regardless of age, shall 
receive the benefits as long as they are dependent on the surviving spouse. 

3. If an employee, w ho is eligible to retire dies before retiring, the designated beneficiary shal 
be paid under option 2, above. 
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N otes to Financial Statem ents, Continued June 30, 1998 

[)is_abili(v Benefits. ]f an eligible member is offi cially certified as disabled by the State M edical 
D isability Board, he shall receive the greater of retirem ent, if eligible or disability benefits as 
follow s: 

1. Any member totally disabled from injury received in the line of duty, even though the 
m ember has less than 5 years creditable service, shall be paid, on a m onthly basis, an annual 
pension of 60%  of the average final compensation being received at the tim e of the 
disability. 

2. Any m em ber of the System who has becom e disabled or incapacitated because of 

continued illness or as a result of any injury received, even though not in the line of duly, 
and w ho has 5 years of creditable serv ice, but is nol eligible for retirem ent under the 
provisions of R . S. ] 1:2258 m ay apply for retirem ent under the provisions of this section 
and shall be retired on a 75%  of the retirem ent salary  to which he w ould be entitled under 
R . S 11:2256 if he w ere eligible thereunder or 25%  of the m ember's average salaD,, 
w hichever is greater. 

3. Should a m ember w ho is on disability retirement die and leave a surv iving spouse, the 
surv iving spouse shall receive a benefit of $200 per m onth. W hen the m ember lakes 
disability retirem ent, he m ay, in addition, take an actuarially reduced benefit in w hich case 
the m ember's surv iving spouse shall receive 50%  of the disability benefit being paid 
im m ediately prior to the death of the disabled retiree. If the surv iving spouse rem arries 
prior to age 55, such benefits shall cease; how ever, the benefits shall resum e upon 
subsequent divorce or death of the new spouse, and the approval of the Board of Tru stees. 

])~ ~~'~d Retid'e_.njetlt_ Otmon Plan. AfteJ completing 20 years of creditable service, a membel 
m ay elect to participate in the deferred retirem ent option plan for up to 36 m onths. 

Upon com m encem ent of participation in the plan, em ployer and em ployee contributions to the 
System cease. The m onthly retirem ent benefit that w ould have been payable is paid into the 
deferred retirem ent option plan account. 

U pon termination of em ploym ent, a participant in the program shall receive, at his option, a 
lum p-sum paym ent from the account or an annuity based on the deferred retirem ent option 
plan account balance in addition to his regular retirem ent benefit. 

If employm ent is not terminated at the end of the 36 m onths, the participant resum es regular 
contributions to the System 
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N otes to Financial Statem ents, Continued June 30, 1998 

N o paym ents m ay be m ade from the deferred retirem ent option plan account until the 
participant retires. 

D uring the year ended June 30, 1998, $6,719,369 was credited to deferred retirement option 
plan accounts on behalf of 350 participants. 

2. Sum m ary of Significant A ccounting and Financial R eporting Policies 

Governm ental accounting principles and practices are promulgated and established by file 

Governmental Accounting Standards Board (GASB). The GASB has issued a Cc)d~fic.atiop~ of 
Governnlental Accounting and Financial Reporting Standards. This codification and subsequent 
GA SB pronouncem ents are recognized as generally accepted accounting principles for state and 
local governm ents. The accom panying financial statem ents have been prepared in accordance with 
such pronouncem ents. 

In November of 1994, the Governmental Accounting Standards Board (GASB) issued Statement 
N o 25, "Financial Reporting for D efined Benefit Pension Plans and N ote D isclosures for D efined 
Contribution Plans". The statem ent was effective for years beginning after June 15, 1996. "/'he 
System adopted Statem ent N o. 25 effective July 1, 1995. 

The Statement establishes a financial reporting framework for defined benefit pension plans that 
distinguishes between two categories of information: (a) current financial information about plan 
assets and financial activities and (b) actuarially determined ird'ormation, from a long-term 
perspective, about the funded status of the plan and the progress being m ade in accum ulating 
sufficient assets to pay benefits when due. 

Plans are required to present tw o financial statem ents 

(a) statement ofplcm net assets that provides information about the fair value and composition of 
plan assets, plan liabilities, and plan net assets; and 

(b) a statement of changes in plan net assets that provides information about the year to year 
changes in plan net assets. 

The requirem ents for the notes to the financial statem ents include a brief plan description, a 
summ ary of significant accounting policies, and inform ation about contributions, legally required 
reserves, and investm ent concentrations. 
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Notes to Financial Statements, Continued June3~ 1998 

Inform ation in the second category should be included, for a m inim um of six years, in two 
schedules of historical trend inform ation that should be presented as required supplem entary 

information. The required schedules are (a) a schedule offimdmg progress" that reports the 
actuarial value of assets, the actuarial accrued liability, and the relationship between the tw o over 

time and (b) a schedule of employer contributions that provides information about the annual 
required contributions of the employers (ARC) and the percentage & the ARC recognized by the 
plan as contributed. N ote disclosures related to the required schedules should be presented and 
should include the actuarial methods and significant assumptions used for financial reporting 

Basis of Accounting. The System's financial statements are prepared using the accrual basis of 
accounting. Contributions are recognized in the period in w hich the em ployee is com pensated for 
sepdces. Benefiits and refunds are recognized w hen due and payable. 

Cash and Cash Equivalent& Cash and cash equivalents includes dem and deposits in banks and 
tem porary  cash investm ents in m oney m arket accounts with the trust departm ent of the investment 
custodian bank. The m oney m arket balances consist ofgovermnent backed pooled funds. 

Valuation of Investm ents, All investm ents are fixed-incom e securities and com m on stock and are 
reporled at fair m arkel value based on quoted m arket prices 

Investm ent lncom a ]m erest incom e is recognized on the accru al basis as earned 

Gains and losses on exchanges of fixed-incom e securities and com m on stocks are recognized using 
the trade date basis. 

Estim ates. The preparation of financial statem ents in conform ity with generally accepted 
accounting principles requires the use of estim ates. The actuarial accru ed liability is based on 
estim ates and assumptions as explained in footnote 4 and the supplem entary information. 

3. C ontributions and R eserves 

Contributions. Contributions for all m embers are established by statute at 8.0%  of earnable 
compensation. The contributions are deducted from the m ember's salary  and rem itted by the 
participating agency. 

Administrative costs of the retirem ent system are financed through employer contributions 
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Notes to Financial Statem ents, Continued June3~ 1998 

According to state statute, contributions for all em ployers are actuarially determ ined each year. 

For the year ended June 30, 1998, employer contributions w ere 9%  of m ember's earnings. The 
System also receives funds from insurance premium taxes each year as appropriated by the 
Legislature. This incom e is used as additional em ployer contributions. 

Reserves. U se of the term "reserve" by the retirem ent System indicates that a portion of the fund 
balances is legally restricted for a specific future use. The nature and purpose of these reserves are 
explained below : 

1,5~ l)ense. The Expense Fund Reserv e provides for general and adm inistrative expenses of the 
System and those expenses not funded through other specific legislative appropriations. 

Funding consists of transfers from the retirem ent funds and is m ade as needed. 

Ant33~ity SqL'/~  The Annuity Savings is credited w ith contributions m ade by m embers of the 
System . W hen a m ember term inates his serv ice, or upon his death before qualifying for a 
benefit, the refu nd & his contributions is m ade from this reserve. If a m ember dies and there is 
a surv ivor who is eligible for a benefit, the am ount of the m ember's accumulated contributions 
is transferred from the Annuity Savings to the Annuity Reserv e to provide part of the benefits. 
The Annuity Savings as of June 30, 1998 is $50,257,354. The Annuity Savings is fu lly funded 

]'ens'~f!n Ac~~umulatLon lgese~,e. The Pension Accumulation Reserve consists of contributions 
paid by employers, interest earned on investm ents and any other incom e not covered by other 
accounts. This reserve account is charged annually with an am ount, determ ined by the actuary, 

to be transferred to the Annuity Reserv e to fund retirem ent benefits for existing recipients. ]t is 
also relieved when expenditures are not covered by other accounts. The Pension Accumulation 
Reserve as of June 30, 1998 is $267,541,896. The Pension Accumulation Reserve is 87.5%  
funded 

Ammi(v Reserve. The Annuity Reserve consists of the reserv es for all pensions, excluding cost- 
of-living increases, granted to retired m embers and is the reserv e account from w hich such 
pensions and annuities are paid. Surv ivors of deceased beneficiaries also receive benefits from 
this reserve account. The Annuity Reserve as of June 30, 1998 is $194,188,323. The Annuity 
Reserve is fully funded. 

DEferred Retirement_Od?tion Account. The Deferred Retirement Option Account consists of 
the reserves for all m embers w ho, upon retirem ent eligibility, elect to deposit into this account 
an am ount equal to the m ember's m onthly benefit if he had retire. A m ember can only 
participate in the program for three years, and upon termination m ay receive his benefits in a 
lum p sum paym ent or by a true annuity. The deferred retirem ent option as of June 30, 1998 is 
$24,839,136. The Deferred Retirem ent Option account is fall),, fu nded. 

10 
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N otes to Financial Statem ents, Continued 

4. Required Contributions 

June 30, 1998 

FR S funding policy provides for periodic employer contributions at actuarially determ ined rates 
that, expressed as percentages of annual covered payroll, are suffi cient to accumulate sufficient 
assets to pay benefits w hen due. Level percentage of payroll em ployer contribution rates are 
determ ined using the entry age actuarial funding m ethod. FRS am ortizes the unfu nded liability 
over a closed 30 year period based on level paym ents, Subsequent changes to the unfi.m ded liability 
are am ortized over 15 year periods if related to gains and losses, changes in assum ptions, or 
changes in benefits. Am ortization of unfu nded liabilities arising from m ergers is over 30 years 
unless the actuarial com m ittee specifies a shorter period. 

Contributions totaling $23,005,181 ($16,713,880 employer and $6,291,301 employee) were made 
in accordance with aetuarially determ ined contribution requirem ents de|erm ined through an 

actuarial valuation performed at June 30, 1997. These contributions consisted of (a) normal cost of 
$16,775,627 and (b) amortization of the unfunded actuarial liability of $4,632,828. 

Significant actuarial assumptions used to compute contributions requirements are: (l) a rate of 
return on the investment of present and future assets of 7% per year compounded annually; (2) 
projected salary increases that vary according to years of service ranging from 8.33% in the first 
year of service to 4% for service after 14 years; (3) pre- and post-mortality life expectancies of 
participants based on the 1983 Group Annuity M ortality Table; (4) rates of withdrawal and 
termination from active service before retirement for reasons other than death (based on a table in 
the actuarial report which is based on the System's experience); and (5) rates of disability 
(increasing from 0.1% at age 35 and below to 2.0% at age 54 and above). The foregoing actuarial 
assumptions are based on the presumptions that the plan w ill continue. Basic valuation 
assum ptions are the sam e as those utilized for the prior year. 

5. D eposits and Investm ents 

D eposits. D eposits are carried at cost. The carrying am ount of deposits is separately displayed on 
the balance sheet as "cash and cash equivalents". At year end, the carrying am ount of the System 's 
deposits w as $65,131,137 and the bank balance w as $65,199,218. All & the bank balance was 
covered by federal depository insurance or collateral pledged in the nam e of the System or the 
treasurer for the State of Louisiana (GASB category 3). 
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N otes to Financial Statem ents, Continued June 30, 1998 

Investm ents. Statutes authorize the System to invest in a prudent m anner and Lim it investm ents in 
com m on stocks to 55%  of the total portfolio. All of the Plan's investm ents are insured or 
registered and held by a bank-adm inistered trust fund or a Securities and Exchange Com mission 

registered broker-dealer (GASB category 1). Investments at cost and fair value as determined by 
quoted m arket prices at June 30, 1998, w ere: 

Amortized Cost Fair Value 

U. S. Government Securities 
Corporate bonds 
Comnlon stock 

6. 7%  N otes R eceivable From M erged System s 

$103,166,929 
86,706,920 
206.673,310 

$106,492,624 
88,854,886 
230.861.629 

$ 396~547,159: $ 426,209,!39 

7%  notes receivable from m erged System s at June 30, 1998 consisted of the following 

System 

Annual Paym ents Final 
lncludin~ Interest) Payment Due Balance 

A lexandria 
Bastrop 
Bogalusa 
Houma 
Lake Charles 
M onroe 
M onroe retirees 
New Iberia 
New Iberia retirees 
W esl M onroe 

$ 1,445,107 
69,910 
127,069 
559,095 
876,647 
454,958 
94,336 
166,288 
110,352 
5590~Q~95 

$ & 4f2.s57 

M ay 1, 2002 
D ecember 7, 2010 
January 1, 2010 

July 1, 2024 
July 1, 2016 

January 15,2011 
M arch 1, 2001 

Novem ber 4, 2010 
January  1, 2013 
January 1, 2015 

$ 16,574,420 
584,280 

1,009,241 
3,569,206 
9,060,672 
3,853,589 
234,679 

1,389,776 
1,005,081 

_  L 7235~ 222 

$ 39~ 004~466 

D uring the year ended June 30, 1998, m embers w ere m erged from cities who had previously been 
m embers of other statewide retirem ent system s. A s a result of these transfers, the Firefighters' 
Retirem ent System received cash of $4,017,332. 
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Notes to Financial Statem ents, Continued 

7. C oncentrations of C redit R isks 

June 30, 1998 

The Firefighters' Retirem ent System has notes receivable from cities w ithin the state. The 
colleciibility of the receivables described in N ote 6 above is dependent on the continued existence 
and solvency of those entities. 

Also, as noted in N ote 5> the Firefighters' Retirem ent System has concentrations of investments in 
U .S. governm ent and agency securities as w ell as bonds and stocks of U . S. corporations. The 
value and collectibility of these investm ents is dependent on the norm al m arket conditions that 
im pact these types of investm ents as w ell as the continued existence and solvency of those entities. 

8. R isk M anagenlent 

The Firefighters' Retirem ent System is exposed to various risks of loss related to torts; theft of, 
dam age to and destruction of assets; errors and om issions; and natural disasters for w hich the 
System carries insurance through the State of Louisiana, Offi ce of Risk M anagem ent at levels 
w hich m anagem ent believes are adequate to protect the System . Settled claim s resulting fi'om 
these risks have not exceeded insurance coverage in any of the past three fiscal years. 
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Supplementary Information June 30, 1998 

The inform ation presented in the required supplem entary schedules w as determined as part of the 
actuarial valuations at the dates indicated. Additional inform ation as of the latest actuarial valuation 
follow s. 

Valuation date 
Actuarial cost m ethod 
A m ortization m ethod 
Rem aining am ortization period 
A sset valuation m ethod 

Actuarial assumptions: 
Investm ent rate of return* 

Projected salary increase* 
Cost of living adjustments 

*Includes inflation at 3.25%  

June 30, 1998 
Entry age 
Level dollar - closed 
22 years 

M arket value adjusted to defer ~A of all realized and 
unrealized capital gains and losses accrued during 
the fiscal year. 

7%  
4%  - 8.33%  
Only those previously granted 
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FIR EFIG ItTER S' R ET IR EM EN T SY ST EM  
Schedule 2 

Sch edu le of Employer Con tributions A n d Other Con triburing Entities June 30, 1998 

Y ear 

Ended 

June 30 

Em ployer Contributions 
A nnual 
R equired 

C ontribution 

Percentage 

Contributed 

State of Louisiana 
A nnual 

R equired 
C ontribution 

Percentage 
Contributed 

1998 
1997 

1996 

1995 
1994 

1993 
1992 

1991 

$ 6,784,748 
6,381,641 
6,236,450 

4,157,761 

3,903,460 

3,695,837 
3,588,933 

3,126,715 

100%  
100%  

100%  
100%  
100%  

100%  

100%  

100%  

$ 9,648,122 
8,960,220 
6,291,800 

2,531,417 
1,050,560 

5,745 
16,638 

1,534,811 

100%  

100%  
100%  

100%  
100%  

100%  
100%  
100%  



FIR EFIG H T E R S' R E T IR E M EN T SY ST E M  
Sc'hedule 3 

Trustees' Per D iem  ]'ear Ended June 30, 1998 

N um ber 

of 

M eetings 

]~er 

D iem 

R Brady Broussard 
W illiam D esorm eaux 
M ichael H em phill 
Gordon K ing 
D onald N ugent 

M argene M cCoy 

ll 

14 
14 

13 
14 

13 

$ 825 
1,050 
1,050 

975 
1,050 

975 

$ 5,925 



FIR E F1G H T ER S' R ET IR E M EN T SY ST E M  

Compliance M atters A nd Internal A ccounting 
A nd A dm inistrative Controls 

June3~ 1998 



 

~,~ 1.1 I'.II'.IL)| n..~ 

I lilflll! ;I J,, Y I AcBoDntarHs llilrlll~l'( 0 
. . 

'i11',,.I Uu~ll/f~ss 
./|IIIIIU 1,1,11 Advist, rs 

i 

INDEPEND EN T AU DITO R 'S R EPO R T O N CO M PLIA N CE A ND O N IN TERNAL 
C O NTR O L O VER FINA NCIA L REPO R TIN G BA SED O N A N A UDIT O F 
FINAN CIAL STA TEM ENTS PERFO RM ED IN A CCO RDA N CE W ITH 

GO VERNM EN T A UDITIN G STANDARDS 

To the Board of Trustees 
Firefighters' Retirem ent System 
Baton Rouge, Louisiana 

W e have audited the financial statem ents of the Firefighters' Retirem ent System , State of 
Louisiana, as of and for the year ended June 30, 1998, and have issued our report thereon 
dated O ctober 28, 1998. W e conducted our audit in accordance w ith generally accepted 
auditing standards and the standards applicable to financial audits contained in Government 
Audm ng Standm 'ds, issued by the Com ptroller G eneral of the U nited States. 

A s part of obtaining reasonable assurance about whether the Firefighters' Retirem ent 
System , State of Louisiana's financial statem ents are free of m aterial m isstatem ent, w e 

perform ed tests of its com pliance w ith certain provisions of law s and regulations, 
noncompliance w ith which could have a direct and m aterial effect on the determination of 
financial statement am ounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit and, accordingly, we do not express such an 
opinion. The results of our tests disclosed an instance of noncom pliance that is required to 
be reported under Government Auditing Standards" which is described in the accompanying 
schedule of findings and questioned costs as item number ]. 

Internal Control Over Financial Revortine 

In planning and perform ing our audit, w e considered the Firefighters' Retirem ent System, 
State of Louisiana's internal control over financial reporting in order to determ ine our 
auditing procedures for the purpose of expressing our opinion on the financial statem ents 
and not to provide assurance on the internal control over financial reporting. H ow ever, w e 
noted a m atter involving the internal control over financial reporting and its operation that 
we consider to be a reportable condition. Reportable conditions involve m atters com ing to 
our attention relating to significant deficiencies in the design or operation of the internal 

control over financial reporting that, in our judgment, could adversely affect the 
Firefighters' Retirem ent System , State of Louisiana's ability to record, process, summ arize 
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and report financial data consistent with the assertions of m anagem ent in the financial 
statem ents. The reportable condition is described in the accom panying schedule of findings 
as item number 2. 

A m aterial w eakness is a condition in which the design or operation of one or m ore of the 
internal control components does not reduce to a relatively low level the risk that 
m isstatem ents in am ounts that w ould be m aterial in relation to the general purpose financial 
statem ents being audited m ay occur and not be detected within a tim ely period by 
employees in the norm al course of performing their assigned functions. Our consideration 
of tbe intern al control over financial reporting w ould not necessarily disclose all m atters in 
the internal control that might be reportable conditions and, accordingly, w ould not 
necessarily disclose all reportable conditions that are also considered to be m aterial 
w eaknesses. H owever, w e do not believe the reportable condition described above is a 
m aterial weakness. W e noted other matters involving the internal control over financial 
reporting that w e have reported to m anagem ent of the Firefighters' Retirem ent System in a 
separate letter dated October 28, 1998. 

This report is intended for the inform ation of the Board of Trustees and m anagement 
H ow ever, this report is a m atter of public record and its distribution is not lim ited. 

PROVOST, SALTER, HARPER ~ ; ALFORD, L.L.C 

~i) ~ ~~,.,x ~xx.ff~~ 
O ctober 28, 1998 

~ -W ~- ~ ~,\~ _~ , ~_. t_. c_ 
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FIR EFIG H TER S' R ETIR EM EN T SY STEM  
Schedule of Findings Year Ended June 30

, 1998 

Finding 1 

Condition - An unauthorized disbursem ent w as m ade by the Firefighters' Retirem ent S
ystem and was d

etected by the adm inistrative staff̀ in their norm al course of duties
. 

Criteria - U nauthorized em ployees should not prepare or sign checks 

-  Intentional or unintentional errars or irregularities could
, and did occur 

Ccmse - An employee & the System prepared a check for $550 made payable to himsel~ H e signed the 
check with a rubber signature stamp and cashed the check

. 

~e_;c~tT!m~ndfttion - The signature stamps should be destroyed and a check signing machine with dual ke
y control should be purchased if facsim ile signatures m ust be used. W e further recom m end full cooperation 

w ith the Legislative Auditor
, the East Baton Rouge Parish D istrict Attorney's Office or any othe~ 

regulatory authority to determ ine appropriate legal
, criminal or disciplinary action. 

M anage,'C~ep~t_ ]?es)l~ ~e ~ Restitution was m ade and the s~gnature stamps are under lock a
nd key with 

access lim ited to the adm inistrator of the System and the Chairm an of the B oard of Trustees
. The Board h

as authorized the purchase of a check signing m achine with dual key controls
. Furtherm ore

, w e will continue to cooperate with the appropriate regulator5, authorities
. 

Findi~g 2 

Condition - An unauthorized individual used a rubber signature stam p to m ake a disbursem ent. 

Criteria - Access to the signature stamps should be controlled
. 

E~f[_ect- Unauthorized disbursements could occur. 

Cause -. Access to the stam ps w as not controlled
. 

Recomm enda_tiol~  - 3"he signature stam ps should be destroyed and replaced by a check signing m achine 
with dual key control. 
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To the Board of Trustees 
Firefighters Retirem ent System 
Baton Rouge, Louisiana 

This letter is intended to confirm that the Board is fully infu rm ed about signifcant m atters 
relating to the conduct of the annual audit of Firefighters Retirem ent System so that you can 
appropriately discharge your oversight responsibility and so that w e com ply w ith our 
obligations to you under professional standards. This letter is intended solely for the use of 
the Board of Trustees of Firefighters Retirement System . 

The follow ing summ arizes various m atters w hich m ust be com municated to you under 
generally accepted auditing standards. 

The A uditor's Responsibility Under Generolh, Accented Auditine Standards 

W e originally com municated to the Board of Trustees in our arrangem ent letter that the 
audit w ould be conducted in accordance w ith generally accepted auditing standards. An 
audit, as such, is not designed to include a detailed audit 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 statem ents. W e believe that our audit 

accomplished those objectives. 

Sienilicant A ccou n tin e Policies 

M anagem ent has the ultim ate responsibility for the appropriateness of the accounting 
policies and procedures used by the System . There w ere no changes in existing significant 
accounting policies and procedures during the current year w hich should be brought to your 
attention. 

M anaeem ent Judem ents and Accountine Estim ates 

Accounting estim ates are an integral part of the preparation of the financial statem ents and 

are based upon management's current judgment. The process used by management 
encom passes their knowledge and experience about past and current events and certain 
assumptions about future events. M anagement has informed us thal they used all lhe 

relevant facts available to them at the time to make the best judgments about accounting 
estim ates, including the estim ated actuarial accrued liability, and w e concur w ith the results 
of those estim ates. 

I}D50 Ihlil~ll Plala f}lvci, Stlile BOO, %toTI fl(mgn, [ouisia~la 60009, Phone: (504) 974 1777 / f~csinlil~: (DO4) 077 Oli7D 



gi~nilqcant Audit A diustm ents 

Thele were 15 audit adjustments made from the original trial balance presented to us to 
begin our audit. W e also accumulated some potential adjustments that collectively were 
considered imm aterial and, therefore, w ere not m ade to the financial statem ents. W e have 

discussed these potential adjustments with management. 

Other Inform ation in D ocum ents Containine Audited Financial Statem ents 

W e have not been inform ed of any docum ents that contain your audited financial 
stat em ents. If there w ere such docum ents, w e have a responsibility to determ ine thal 
financial inform ation included in those docum ents is not m aterially inconsistent w ith the 
audited financial statem ents of the System . 

D isaereenwnts W ith M anagem ent 

W e encountered no disagreem ents w ith m anagem ent 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 statem ents or on 
the wording of our report on the financial statem ents. 

Consultation W ith Other Accountants 

W e are not aw are nor have w e been inform ed of any consultations m anagem ent had w ith 
other independent accountants about accounting or auditing m atters. Also, there w ere no 

major issues discussed regarding the application of accounting principles or auditing 
standards in connection with our engagem ent. 

D if/Tculties Encou n tered in Perform in e the A ud, 

W e encountered no diffi culty in the perform ance of the audit 

l~laterial Contineencies 

The financial statem ents reflect no disclosures associated with m aterial contingencies and 
there w ere no m atters w e believe should be disclosed as such. 

W e w ould be pleased to respond to any questions you have about the foregoing or to 
discuss any other m atter you w ould like to discuss. 

PROVOST, SALTER, HARPER ~  ALFORD, L.L.C. 

October 28, 1998 
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To the Board of Trustees 
Firefighters Retirem ent System 
Baton Rouge, Louisiana 

W e have perform ed an audit of the financial statements of the Firefighters' Retirement 
System , State of Louisiana for the year ended June 30, 1998 and 1997, and have issued our 
report thereon dated October 28, 1998. In planning and perform ing our audit of the 
financial statem ents of the Firefighters' Retirem ent System , State of Louisiana, w e 
considered its internal control structure in order to determ ine our auditing procedures for 
the purpose of expressing our opinion on the financial statem ents and not to provide 
assurance on its intern al control structure. A material weakness is a condition in which the 
design or operation of the specific internal control structure elem ents does not reduce to a 
relatively low level the risk thai errors or irregularities in am ounts that w ould be m aterial in 
relation to the financial statem ents being audited m ay occur and not be detected w ithin a 
tim ely period by em ployees in the norm al course of performing their assigned functions. 

Our consideration of the internal control structure w ould not necessarily disclose all m atters 
in the internal control stru cture that m ight be m aterial w eaknesses under standards 
established by the Am erican Institute of Certified Public Accountants. H ow ever, w e noted 
no m atters involving the internal control stru cture and its operation that w e consider to be 
m aterial w eaknesses as defined above. 

Y2K Issues. 

A s you m ay have noticed in the new s, there is a lot of discussion regarding w hat has 
becom e know n as the Y2K issue. Y 2K refers to the year 2000 and the im pact that it will 
have on computer system s and anything that relies ol} date sensitive com puter chips. The 
federal govermnent is attem pting to m ake everyone aw are of potential problem s and 
m anagement needs to consider the possible ramifications for the Firefighters' Retirement 
System , State of Louisiana. 
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M anagem ent's responsibility requires that they take reasonable steps to ensure that the 
System is prepared for the year 2000 date change and that the System w ill not be m aterially 
affected. Som e of the risk im plications of the year 2000 issue include: 

The substantial cost & updating or replacing inform ation system s; 
Insurers m ay require exclusions for losses/dam ages attributable to the year 2000 issue; 
O perating losses or business failure, if there is extensive disruption to the System 's 
ability to conduct business because of a year 2000 problem ; 
The ability of suppliers, custom ers and service providers to m eet their obligations to the 
System ; 
The potential for litigation and regulatory intervention; and 
W hether current hardware will operate. In general, any personal computer that is a 486 
or older generation will not be year 2000 compliant. 

M anagement needs to assess the impact on the System and m ake plans to address these 
types of risks. M anagem ent also needs to consider any specific im pacts on the financial 
statem ents The review needs to encompass all System operations, including other entities, 
if applicable. 

W e w ould be happy to assist you in assessing the im pact of the year 2000 issues if you 
desire. 

Pal,roll Tax LiabiHtl, 

In perform ing our audit procedures, w e noted that the payroll tax liability account has not 
been reconciled. The liability recorded is about $6,900 m ore than the amounts rem itted. 
This indicates that the System m ay have withheld taxes from som e benefit or DROP 
account paym ent and not deposited "the tax w ith IRS. M anagem ent needs to reconcile this 
account and determine the reason for the difference and m ake the necessary  corrections, 

This report is intended solely for the information and use of the finance committee and the 
Board of D irectors, m anagem ent, and others within the organization. 

PROVOST, SALTER, HARPER ~  ALFORD, L.L.C 

O ctober 28, 1998 



M ICHAEL D. HEMPHILL 
CHAIRMAN 

BILL DESORMEAUX 
VICE CHAIRMAN 

FIREFIG H TERS' RETIREM ENT SYSTEM  
P.O. Box 94095, Capitot Station 

Baton Rouge, Louisiana 70804*9095 

Telephone (504) 925-4060 ~ Fax (504) 925-4062 

Provost, Salter, Harper ~  Alford, L.L.C 
8550 U nited Plaza Boulevard, Suite 600 
Baton Rouge, Louisiana 70809 

N ovem ber 11, 1998 

R. BRADy BROUSSARD 
MARGENE McCOY 
FRANCIS HEITMEIER 

GORDON KING 
DONALD NUGENT 

VIC STELLY 

This letter is in response to findings identifed in out" financial report as of June 30, 1998, and your letter 
to the Board of Trustees dated October 28, 1998. 

Restitution w as m ade and the signature stam ps are under lock and key w ith access lim ited to the 
adm inistrator of the System and the Chairm an of the Board of Trustees. The Board has authorized the 
purchase of a check signing m achine w ith dual key controls. Furthermore, we w ill continue to COOl)crate 
w ith the appropriate regulatory authorities. 

Finding 2 

The signature stam ps are under lock and key w ith access lim ited to the adm inistrator of the System and 
the Chairm an of the Board of Trustees. The Board has authorized the purchase of a check signing 
m achine w ith dual key controls. 

Y2K Issues 

W e are aware of out responsibilities in connection with the Y2K issue and have taken appropriate 
actions to resolve any potential problem s in connection w ith this m atter. 

Payroll ~l)tx Liahilit 

W e will reconcile the account on a regular basis and make the necessary adjustments to accurately 
reflect the proper account balance. 

W e hope these responses fulfill the requirem ents requested by the l,ouisiana Legislative Auditor's 
O ffice. 

Sincerely, 

IqRF.FIGtlTERS' RF, T1REM ENT SY STEM  

3100 Brentwood Drive, - Baton Rouge, Louisiana 70809-1752 


