
Upon the application of a m ember oi lhe head of his deparlm enl, any member whom the Bore d 
finds has been totally and perm anently incapacilated fc, r duty as the natural and proxim alc ,csult 
of an accident sustained in service as an active member and occurring while in the actu al 
perlbl mance of his duty a! sonic definite tim e and place without willful negligence on his pall lua,/ 

be letired by the Board; provided, that a physician nominated by the Board will certi(y thai tile 
m ember is m entally or physically totally incapacitated fox" the further perfonuance of duly, that 
such incapacity is likely to be perm anent, and that tim member should be retired Upon relilement 
for accidental disability, a m ember w ill receive a service retirement allowance, if eligible, 
otherwise he w ill receive an accidental disability retirem ent allow ance which will consist of: 

a) An annuity which is the actuarial equivalent of his accumulated contributions at the 
time of retirement; and 

b) An annual pension equal to the difference between his annuity and 65% of his earnable 
compensation 

Any employee w hose withdraw al from active service occurs prior to his attainment of tbe age of 
sixly, who has completed at leasl 10 years of creditable service, m ay rem ain a m ember of the 
Retirement System by permitting his accumulated contributions to remain on deposit with the 
System 

Should the member have served at least 10 years before such separation, he will be entitled to 

receive a full service retirement after sixty which he may elect, subject to the reductions applicable 
to retirem ent before the age of sixty-two, which w ill be based upon the amount earned and 
accrued at tile dale of w ithdraw al fi'om service 

Upon withdrawal without 10 years of creditable service, the employee is entitled to tim return of 
his accum ulated contributions w ith interest or" the em ployee m ay allow contributions to remain on 
deposil for a maxinm m of five years. 

F.fl'ective July 16, 1974, provisions were m ade for reciprocal transfers of service and funds 
between this System and the Em ployees' Retirem ent System of the Sewerage and W ater Board of 
New Orleans. In the event an em ployee transfers fiom one em ployer to the olhel, service credits 
are transferred fiom the em ployee's previous account plus earned interest and all employer 
contributions, plus agreed-upon interest, are transferred 
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IN I)H )ENI)ENT A UI)ITO R'S R EPO RT O N CO M lq,IA NC E 
BASEl) O N A N A UDIT O F FINA NCIA l. STA TEM FNTS 
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t tonorable M ayor and Council of the City of N ew Orleans, l.ouisiana 

W e have audited the financial statements of tbe Employees' Retirement System of the City of 

New Orleans (the Plan), as of December 31, 1995 and have issued our ieport thereon daled 
August 23, 1996. These financial statements are the responsibility of the Plan's managemenl. 
O tH responsibility is to express an opinion based on our audit. The financial statements of lhe 
l';mployees' Retirement System as of D ecember 31, 1994, w ere audited by other auditors whose 
report dated M arch 31, 1995, expressed an unqualified opinion on those statements 

\~e conducted our audit in accordance with genei-ally accepted auditing standards and 
(iovernment Auditing Standards, issued by the Comptroller General of the liniled States. Those 
standards require thal we plan and perforln the audit to obtain reasonable assurance aboul 
whether the financial statements are free from material misstatem ent 

(?om pliance w ith law s, regulations, contracts, and grants applicable to lhe Plan is lhe 
lesponsibilily of the Plan's m anagement. As par! of obtaining reasonable assurance about w hether 
the financial statements are fiee of m aterial m isstatement, wc performed tests of the Plan's 
cc, m pliance with certain provisions of law s. regulations, contracts, and gram s However, lhc 
oktjeclive of om audit of the financial statements was not to provide an opinion on overall 
coml)liance w ith such provisions. Accordingly, we do not express such all opinion 

The resuhs ot'om  Icsts disclosed no instances of noncom pliance thai are ~equired to be reporled 
under (iovernm ent Auditing Standards. 

This reporl is intended solely for the inform ation of the Board of D irectors, managem ent, and thc 
City of New O rleans. However, this report is a m attel of public record and its distribution is ilot 
limited. 

Nc'w O rleans, lxm isiana 
A ugust 23, 1996 

OOO1 l.ake Forest Blvd., Suite 404 ~ New Orleans
, IA 70127 ~ Tel: (504) 244-9400 ~ Fax: (504) 244-8240 



cuu cut bencfi! fol tile each year of retirement, wilh a m axim um tile grealel of $600 el $75 limes 
cach year el'retirement. It was pro vided tiom the earnings ell investments ill excess ot"6% . The 
}~;oard plans to continue tile cost-of-living bonus benctit as long as Jn~erest earnings are sutlicient 
]he 1994 bonus, which totaled $1,338,486 w as calculated at tile late of 3%  of the current benefit 
for each year of l etirement, with a maximum of tile greater of $600 or $1 O0 times each year of 
rot ircm ent 

J. C IIANG E 1N A(TFIIA RIA L VA LUA TIO N 

Beginning with the January l, 1992 actuarial valuation, tile actuarial valuations will be prepared 
using the lqozen Enn3e Age Actuarial Cost M ethod of ftmding Prior to tile change in funding 
method, tile Plan had been fimded using the P.ntry Age Normal Cost M ethod 

Under tile Frozen Entry Age Actu arial Cost M ethod, tile norm al cost of the plan is designed to be 
a level percentage of payroll, calculated on an aggregate basis, spread over the entire working 
lifetime of tile participants. The future w orking lifetim e is determined from each participant's 
hypothetical entry age into the plan assuming the plan had always been ill existence, to his 
expected retirem ent (late. 

1:o~- the first year the actuarial accrued liability is the am ount of total liability not covered by future 
entry age normal costs and is called the frozen actuarial liability since it is not affected by actuarial 
experience gains or losses in fim ~re years. This am ount is com posed of actuarial value of benefits 

aheady funded (assets) and those not yet fimded (unfunded frozen actuarial liability). 

O nce established, and for valuations in subsequent years until fully am ortized, tile unfunded fiozen 
actuarial liability is afl'eeled only by tile norm al cost, the valuation interest rate and plan 
contributions. The normal cost must then become tile balancing item as the allocated annual 
portion of the rem aining acluarial present value of retirem ent benefits. As a result, norm al cost 
will fluctuate from year to year to accoum for actuarial experience. 

The am ortization period, w hich ends December 31, 2003, is being maintained. Beginning w ith the 
January 1, 1992 actuarial valuation, tile am ortization amount was 'frozen' and is Equal to tile 13 
year rem aining amortization amount over the period January 1, 1992 through December 31, 2003 

As a result of the change in method, the actuarial valuation of assets reflected a net decrease of 
$3 i[,179,613. 

2 



The deposh adminislrafion com lacts ale wflh mutual life insurance companies The insm ance 
com panies m aintain tile initial contributions and cledit interest to tile Retilem ent System at thc 
end of each contrac! year al annual rales lfthe Relirem ent System elecls to make any additional 
contribulion to lhe accounls, rate of interest on such am ounts may vary. Ahhough these conlracts 
include provisions for annuities |o be sel up and paid directly from tile accounts M anagemenl's 
inlenl is lo use these accounts as guaranteed rate investm ent contracls. 

Co/potato Scculilics 
Ilonds 
M olrgagcs 
Olhcr 
}!qllilies 

O IA 

Cosl ol 
2 3 Am oIlizcd ('osl M alkct Vahle 

TREN D INFO RM A TIO N 

Trend inform ation w hich gives all indication of tile progress m ade ill acctnnulating snfficienl 
assets 1o pay benefils w hen due, are presented on pages 16 and 17 

I!. EA R LY R ETIREM ENT W INDO W  

Based upon a request of the Administration of the City of N ew Orleans, on December 8, 1986, 
the Board approved the opening of an "Early Retirem ent W indow " efl'eclive January 1, 1987 
through April 30, 1987. This "window" allowed any m ember with at least 15 years of service, 
and w hose age plus service totals at leasl 70 years, to retire w ith no early retirement reduction 

The actuarial valuation as of December 31, 1989 included estimated adjustments for this 
" window", since not all requests w ere received and approved prior to the preparation of thc 
actuarial request. 

C O ST-O F-L1VIN(~ BENEFITS BO NUS 

Retired m embers, for 33 consecutive years w ere paid a cost-of-living bonus benefit. The 1995 
bonus, w hich totaled $1,368,009 was calculated for each individual at the rate of 3%  oflhe 



Significant actuarial asstnnpticms used to com r, lete contribution requim nm nts are the same as 
iho:~c used to com pule the standardized m easure of lhe pension benefil obligation discussed in 

N ole (7 

Aclllalia] plcsgtll va]llC of cledited proiecled benclils at tile bcginl 
]liCit:liSt (decrease) dtllillg }cal alllibutc to: 
l/enefits accumulated, interest and losses (gains) 
llcnelits paM 

Aclualial plcsenl vahlc ol ocditcd pJqiected bellefils al yem cnd 

CA SIt A ND INVESTM ENTS 

995 199d 

23,d65,523 
(13,982,721) 

19,193,393 

(13.551,942~_  

As of l)ecembe~ 31, [995, tile Em ployees' Retirem ent System had lhe following cash 
and related FD IC insurance and/or other types of collateral to secure the plans accounts: 

I,NJI(' 
700301613 

,ibcU3' Bank 
2214369 

Tota 

1 look 

Jlalaj~ce 
Bank 
l~alance 

Amount o1" I)epositor?, 
Ins or Collateral 

$ 422.831 $ 422.83 

7.985 8.547 8,547 

Inw.'slments including repurchase agreements, m ade by tile F.M PLO YEF.S' RET1RI';M I'~NT 
SY STEM  are sumntarized below . The investm ents that are represented by specific identifiable 
inw;stm eni securities are classified as to credit risk by the three categories described below : 

Category 1 

Category 2 

Category 3 

Insured or regislered, or securities held by the EM PLO YEES' RI;.TIP.I'~M ENT 
SY STEM  or its agent in the EM PLOYEES' RETIREM ENT SYSTF.M 's 
nam e 

Insured and registered, w ith securities 
departm ent or agent in tile EM PLO YEES 

held by the counterparty's flus 
RETIREM EN T SY STEM 's nam e. 

Uninsured and unregistered, w ith securities held by the counterparty or by its 
l]tlsl departm ent or agent bnl not in the EM PLOYEES' RETIREM I~NT 
SYSTEM 's nam e. 

0 



D. C IIA NG E IN A C TUA RIA l, VA I,UA T IO N 

Beginning w ith tile Janualy 1, 1995 actua;ial valuation, tile actual ial valuations w ill be plepared 
using tile "Frozen I-ntD, Age Actuarial Cost M ethod" of funding Prim to tile change in the 
tilnding method, tile Plan ]lad been funded using tile "Entry Age Normal Cost M ethod". 

Undm the Frozell Entry Age Actuarial Cost M ethod, the norm al cost of tile plan is designed to 
be a level percentage of payroll, calculated on an aggregate basis, spread ove~ the entire working 
lifetim e of the participants. The future working lifetim e of the participant is determ ined fi-om each 

parlicipanl's hypothetical entry age into tile plan assum ing the plan had always been in existence, 
to }:,is expected retiremew]l date 

Fo~ tile first yea~ tile actuarial accrued liability is the amount of total liability not covered by fim ue 
ently age norm al costs and is called tile frozen actnarial liability since it is not affected by actuarial 
experience gains or losses in future years. This am ount is composed of actuarial value of benefits 

already fimded (assets) and those not yet fimded (unfund.ed frozen actuarial liability). 

O nce established, and for valuations in subsequent years until filly amortized, tile unfimded 
fi'ozcn actuarial liability is affected by the normal cost, tile valuation interest rate and plan 
contributions .rl'he normal cost nlust then becom e the balancing item as tile allocated annual 
pork'.ion of tile rem aining actuarial present value of retirem ent benefits As a result, normal cost 
will fluctuate from year to year to account for actuarial experience. 

The amoJ/ization period, which ends December 31, 2003 is being m aintained Beginning with 
January 1, 1992 actuarial valuation, tile am ortization am ount w as "fiozen" and is equal to tile 13 
year remaining am ortization amount over tile period January 1, 1992 through December 31, 2003. 

(?ONTRIBUTIONS REQUIRED AND CONTRIBUTION M ADE 

The Em ployees' Retirement System s' funding policy provides for periodic employer contributions 
at actuarially determined rates that, expressed as percentage of annual covered payroll, are 
sufficient to accumnlate sufficient assets to pay benefits w hen due. Level percentage of employer 
payroll contribution rates are determined using tile "Entry Age N ormal Actuarial Funding 
M ethod". The Employees' Retirement System also uses tile "Percentage of Payroll M ethod" to 
amortize tile unfunded liability over a thirty year period effective July 1, 1974 

Em ployees contribute 4%  oftbeir eam ablc com pensation in excess of $1,200 per year. Earnable 
com pensation is tile annual compensation paid to an em ployee which includes overtim e and/or 
supplementary pay earned prior to April 29, 1979. Efl'ective April 29, 1979, it is defined as 
annual com pensation paid to an employee plus tenure pay 
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INI)EPEN I)ENT A UI)ITO II'S R EPO R T O N INTERNAl, CO NTRO l 
STRUCTURE BA SEl) O N A N A UI)iT O F FINA NC IA l, 
STATEM ENTS PERFO IIM ED IN ACCO RDANC E 
W fi'II G O VERNM ENT A UDITING STANDA R DS 

110norable M ayor and Council of the City of New Orleans, Louisiana 

W e have audited the financial statements of the Employees' Retirement System of tile City of 

New Orleans (the Plan), as of December 31, 1995 and have issued our report thereon dated 
August 23, 1996 These financial statem ents are the responsibility of the Plan's m anagement 
O ur responsibility is to express an opinion based on our audit The financial statem ents of the 
tim ployees' P, etirement System as ofI)ecember 31, 1994, w ere audited by other auditors w hose 
leporl dated M ay 31, 1995, expressed all unqualified opinion on those statements 

W e have conducted our audit in accordance with generally accepted auditing standards and 
(iovernnlenl Auditing Standards, issued by tlle Com ptroller General of the United States. Those 
slandards require that we plan and perform the audit to obtain reasonable assurance about 
whether tile financial statements are free of material m isstatement. 

The management of the Plan is responsible for establishing and maintainin~ an internal control 

structure. In fulfilling this responsibility, estimates and judgments by management are required to 
assess the expected benefils and relaled costs of internal conlrol 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 managemcnt's authorization 
and recoM ed properly to perm it the preparation of financial statements in accordance with 
generally accepted accounting principles. Because of inherent limitations in any internal contro l 

slluclure, errors or irregularities may nevertheless occur and not be detected Also, projection of 
any evaluation of the structure to futtlre periods is sul~iect to the risk that procedures may become 
inadequate because of changes in conditions or that ttle effectiveness of the design and operation 
of policies and procedures may deteriorate. 

hi planning and perform ing our audit of the financial statem ents of tile Plan. for tile ycm endcd 
l)ecember 31, 1995, we obtained an understanding of the internal control sttucture. 

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



/im ployecs hired on o~ alter July 1, 1947 who become meanbers as a condition of 
em ploynlcnt, except for those over 65, unless lhey have 10 years priol service 

2 I,;mployecs hired before July 1, 1947 became members, unless/hey elected not to join 

3 Officials elected or appointed for fixed term s, however, m embership is optiona 

4 All officers and einployees of various judicial and political offices, except those 
covered by another system and those tbr whom no contributions are made by 
respective offices 

Unde~ the System, employees with 30 years of service, or who attain age 60 with 10 years of 
service, ol age 65 irrespective of length of service are entitled to a retirem ent allowance, 

consisting of the follow ing: 

An annuity, w hich is tile actuarial equivalent of the employee's accumulated 
contribution at the tim e of retirem ent; plus 

2. An annual pension, which together with tile above annuity, provides a total retirem ent 
allowance equal 1o 2%  of average compe~lsation times first 10 years, plus 2-1~~%  of 
average com pensation times next 10 years, plus 4%  of average compensation times 
creditable service over 30 years, m aximum not to exceed I00%  of average 
com pensation, l"or selvice retirem ent prio~ to age 62 w ith less than 30 years of 
service, this am ount is reduced by 3%  lbr each year below age 62. For service 

retirement prior to age 55 with 30 years of service, this amount is reduced by 2% (1% 
for members who retire prior to Janualy 1, 1983) for each year below age 55. For 
service retirements at age 55 with 30 or m ore years of service, this am ount Js not 

reduced 

Average compensation is defined as average annual earned compensalion (which includes 
overlime earned prior to April 29, 1979 and tenure pay) of a member for the highest lhiIay-six 
successive months of service as a member, minus $1,200 

An additional pension equal to 2%  of $1,200 tim es the firsl 10 years, plus 2-1V2 %  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 
service over 30 years, for m embers who retired on or aider January 1, 1983, will be provided if an 
em ployee retires on service retirem ent allow ance after attaining age 55 while still a m ember. This 
ceases when the em ployee becomes eligible for Social Security. For service retirem ent prior to 
age 62 with less than 30 years of service, this amount is reduced by 3%  for each year below age 

62 (1% for each year below age 55) for service accrued prior to Janum3, 1, 1983 



 

I~m pk~).cc 
Contribulions 

989 

990 

991 

992 

993 

094 

995 

2.23"~.330 

2,,171.806 

2,697.92(I 

2.9(/4.482 

2,790.849 

2,646.225 

2.921.784 

REVENIII'; BY SOURCE 

I mplo$ cr 
(7Ollllibulions 

0.078.892 

8.947.779 

9.619.773 

9,258./)7 I 

9,274.320 

9,238.967 

0.629.7(12 

n\ (2S[lllOl)| 

]IICOIllC Tola 

9.805.514 

6_178,486 

13.127,442 

12.006,674 

22.385,320 

13.367,184 

18.240,535 

21,117,736 

17,598,071 

24,845,135 

24,169,227 

34,450,489 

25,252.376 

31,792,021 

EXPENSE BY TYPE 

Rcftmds Othcrfl'ransfcrs Tota 

1089 

199(I 

1991 

1092 

1993 

1994 

1995 

1.635.227 

2.380.5(12 

3,162.350 

2.803.048 

2,862.616 

2,927.298 

3.345.7,1-0 

896.176 

959,}72 

884.881 

714.953 

037.761 

665.775 

141.519 

0 

(1 

5,269 

0 

186,607 

297,357 

863.462 

2,531.403 

3,339.674 

4,052.500 

3,518,011 

4,086.984 

4,890~430 

5,350.73(/ 



NO TES TO T Ill( FINA NC IA l, STA T I~M ENTS 

A. ]'I,A N DES(3O PTIO N 

The I'~M I~I,()YEI:,S' I~,E'I'II"d']M ENT SYSTF, M  OF TItE CITY O F NEW  ORI,I'~AN S 

(ReliJemem System) is a Combination Defined Benefit and Defined Contribution Pension plan 
established under the law s of the Slate of Louisiana. The City Charter provided that tile 
Relirement Ordinance (Chapter 55 of tile Code)continues to govern and coJllrol lhe Retirement 
System under 1he managem ent of tim Board of Truslees, and also for changes in the Retirement 

Syslein by council action, subject 1o certain limitations for 1he purpose of providing retirement 
allowances, death, and disability benefits to all officers and employees oflhe parish, excep! those 
offi cers and em ployees who are already or may hereafter be included in the benefits of any other 
pension or retirement system of the city, the state or any political subdivision of the state. 

The F.M PI.O YJ,;I';S' RETIREM ENT SYSTEM  OF TIlE CITY 02: NEW  ORIJ:.AN S becam e 

opelative on July I, 1947. It is SUl)porled by joint contributions of the City and employee 
mentbers and incom e from investments. The City makes contributions for m embers during active 
service as w ell as for periods of service of m ember employed prior to July 1, 1947. In this way, 
reserves are aecumulaled fiom lhe city and em ployee contributions. 

The general administration and tile responsibility for the proper operalion of tile P.eliremenl 
Syslem and for making efYeclive the provisions of~be RetJremen/ Ordinance are vesled in tbe five 
nlcntbel Board of Trustees of the Relirenlent Syslem 

At December 32, 1995 and 2994, [:.M PLO YI~.ES' RETIRF.M IZ~NT SY STEM  membership 
consisted of: 

Relilces alld beneficiaries cu/leial} lcccJvjl/g benefils 
] Cllll]l/aled cll/p]oyees clIlit]ed IO bCllefits btll l/ol Vel receiving Ihclll 

('till ~11{ cnq)l(wecs: 
Vested 
Non-Vested 

I O IAI. ('URRI'.'N 1 EM I'LOYI~I'~S 
10 1A1. AC'I IVE EM I'I.OYEI,;S 

)95 1994 

716 
gg 
go4 

1.6{)7 
2.255 

S62 

739 
74 
g13 

1,64,1 
2.303 

3,947 
5,760 

"lhc City of New Orleans requires membership in 1he EM PI.OY t{ES' RETIREM I'2NT SY STt';M  
lb~ all City of New Orleans regularly employed persons 



]f a m embcT dies after lelh-elnenl and before receiving the am ount of this accuulu]alcd 
conlubutions in annuity and pension payments, the lump sum balance of his contributions is paid 
Io his beneficiary 

W hen an aclive employee dies, a death benefil, equal Io the employee's accumulaled 
contributions, wilh interesl, is paid to the beneficiaLy designated by tile employee or, in the 
absence of such designation, to his estale. Should the em ployee have completed three or more 
years of crcdilable service, there shall be paid additionally a hunp sum of benefil equal Io one- 
fourth of tile earnable compensation of such deceased em ployee for the year immediately 
preccding tile date of death, phls 5%  of said earnable compensation for each addilional year of 
credilable service, excluding credit for m ilitary service purchased, and shall not exceed lhe 
ealnable com pensation of the employee for the year immediately preceding the date of death If 
the em ployee al lhe date of his death w as eligible for retirement and leaves a surviving spouse, lhe 
stnviving spouse is entitled to elect to receive retirement benefits equal to tile amount w hich 
would have been paid, had the m em ber retired on the date he died and had he elected option 2 of 
a reduced retiremenl allowance payable throughout life with the provisions lhat, upon his death, 
his reduced letirement allow ance w ould be continued throughout the life of his surviving spouse 
as beneficial?~. The surviving spouse who elects this option will not be entitled a reftmd of the 
accum ulated contributions, including interest, of the deceased m ember no~ to additional lump sum 
dealh benefil. 

Any amounls which may be paid or payable under the provisions of any W orkmen's 
Compensation Stalute or sim ilar law to a m em ber or lo a dependcnl or a m ember on account of 
accidental disability or accidental death shall, in such a m anner as the Board shall approve, be 
ofl'sel againsl and payable in lieu of any benefits payable oul of the funds provided by the City 
under lhe provisions of the Retirem ent system on account oflhe sam e accidenlal disability or on 

Upon written application of a m em ber in active service or of tile head of his deparlment, any 
m ember who has had 10 or more years of creditable service may be retired by lhe Board on an 
ordinary disability retirement allowance if an physician nominaled by the Board shall certify lhal 
tile member is mentally or physically totally incapacitated for the further pcrfornlance of duty, thai 
suelh incapacity is likeIy to be perm anent, and that the member should be retired Upon retirement 
for ordinary disability, a m ember w ill receive a sen/ice retirement allowance, if eligible, otherwise 
the m ember will receive a disability retirem ent allow ance w hich will consist of 

a) All annuity which shall be the actuarial equivalent of the employee's accunmlated 
conlribulions at tile lime of retirem ent; and 

b) An annual pension, which together with the annuity in (a), shall be 75% of the service 
allow ance that w ould have been payable upon service retirem ent at the age of sixty-five, 
had the m ember continucd in serv ice to the age sixty-five. Such allowance is to be 
computed on the average com pensation, plus the sum of $1,200 provided, however, that 
lhe m inimum annual retirem ent allowance w ill be $300 per year 



SUM M A IIY O F SIG N IFICA NT A CCO UNTING PO I,IC Ii,;S 

"he Ibllowing a,c lhe significam accounting policies followed by lhe plan 

Basis of A ccounting - The accompanying financial statemenls are l)repared on the accrua 
ofaccounling Contribulions are recognized as revenue 
are pel form ed 

n which employee services 

M ethod Used to Value Investments - "]'he Plans equity securities are reported at cost subject to 
adjustment for market declines judged to be other than temporary. Fixed income securities are 
reporled at amortized cost with discounts or premimns am ortized using the "straight line 

method", subject to adjustment for market declines judged to be other than temporary 
hw estment income is recognized as earned gains and losses on sales and exchanges of fixed 
incom e securities are recognized on the lransaetion date. 

PENSIO N BEN EIqT O BLIG A TIO N 

The amount show n below as the pension benefit obligation is a standardized disclosure m easure of 
the present value of pension benefits, ac[justed for the effects of projected salary increases and 
step-rate benefits, estimated to be payable in the future as a result of em ployee service to dale

. 

"lhe m easure is intended to help assess tim funding statutes of the Em ployees' Retirement System 
on a going concern basis, assess progress m ade ira accunm lating sufl'icJenl assets to pay benefits 
when due, and make comparisons am ong public em ployees' retirem ent sgslem s 

The ~eason is independent of the actuarial funding m ethod used to determine contributions to the 
I'~m ployees' Retirem ent Syslem 

Tim pension benefit obligation was determ ined as part of the actuarial valuations at l)ecember 31
, 

1995 and 1994 based on reports dated January 1
, 1996 and 1995 respectively. Significant 

actuarial assumptions used in the latest valuation are as follow s: 

Life Expectancy of Participants - 1971 Group Annuity M ortality Table 
P, elirem ent Age Assum ptions - Based on the results of the 1995-1989 periodic 
actuarial experience study. 
Investm ent Return - 7%  

Projected Salary Increases - Based on U.S. Depamnenl of Commercc, adjusted for 
projected increases in the standard of living. 



W ith w spcct to tile internal control sllnctu]c, we obtained an understanding of the design of 
iclcvant policies and pioccdurcs and w hether they have been placed in operation, and w e assessed 
connol lisk in oldel to deteunine our atKliting procedures for the ptupose of expressing om 
opinion on tile financial statem ents and not to provide an opinion on the inteinal control struc|ure 
Accordingly, we do not express such an opinion. For the purpose of this reporl, we have 
classified the significant internal control structure policies and procedm es in the following 

categories: 

Accounting Con|l o]s 

- Revenue, Accounls Receivable, and Cash Receipts Cycle 
-  Ptuchases, Accounts Payable, and Cash l)isbursem ents Cycle 
- Prol)erty, Plant. and Equipm ent 
- Genera/ledger and Financial Reporting 
-  Com pliance with 1,aws and Regulations 

For all of the control categories listed above, w e obtained an undelstanding of the design of 
lelevant policies and procedures and w hether they have been placed in operation, and we assessed 
control risk 

A m atezial weakncss is a reportable condition in w hich the design oi operation of one or more of 
the intern al control structure elements does not reduce to a relatively low level the risk that errors 
or irregularities in amounts that would be m aterial in relation to the financial statements being 
audited m ay occm and not be detected within a tim ely period by em ployees in the normal course 
of perfol ruing their assigned fimctions. 

Our consideration of the internal control structure w ould not necessarily disclose all matters in the 
internal control stru cture that m ight be reportable condilions and accordingly, would not 
necessarily disclose all reportable conditions t'aat are also considered to be material wcaknesses 
under the standards established by the Am erican Institute of Certified Public Accountants 
I lowever, we believe that the follow ing are m atters of m aterial weaknesses as defined above: 

~ N o interim financial statem ents w ere prepared w ithin the audit period 

,, hw estm ent subsidiaky ledgers were not adequately maintained 

~ Investment activity source docunlenls (ie. confirnlations and investlneUl statements) were not 
m aintained in an orderly fashion. 



This reporl is mlended for lhe inform ation of the Board of l)ireclors, management, and ll~e Cily of 
New Olleans ltowever, Ibis repoll is mailer of public record, and its distlibulion is 11oi lim iled 

New Orleans, l.ouisiana 
A ugust 23, 1996 



EM I'I,O Y EES' RICI'IR I~;M I~;NT SYSTEM  O F Tile C ITY O F N EW  ()I~I,EA NS 
IIISTO R I('AL TR EN D IN FO R M ATIO N 

(Una u(lite(I) 

llistorical trend inform ation since 1989 is designed to provide information about 1he 
EM PI.OYI~:ES' RFZI'IREM EN T SYSTEM  OF TH E CITY OF N EW  ORLI~AN S' progress m ade 
acclm m latin~, SUleficient assets to pay benefits when due is presented in the following schedule: 

Unfimded 
Pension 

Net Assets Unfimdcd Benefit as a 
Available for Pension Bcncfit Pciccntagc Pcnsions Annual ('o~crcd Percentage of 

Year Benefits Obligation Fundcd (I ~2) Benefit Payroll ('ovcrcd Payro 
(1) (2)* (3) Obligation (5) (4+5) 

(24 ) (6) 

989 

990 

99 I 

9t;2 

993 

~)04 

995 

148.638.645 

152,897,042 

163,689,677 

174,340,893 

194,704,398 

2/)5.126.988 

221,783,014 

159,309,841 

16d,100,632 

168.476,350 

174,852,648 

18(1,044,150 

185,685,6(11 

226.348.(116 

93 12 

93.17 

97.15 

99.70 

(18 14 

1 (). ,] 7 

97.98 

1(I.671,196 

11.203.590 

4,786,673 

511,755 

(14,660,248) 
(19,441,387) 
4.565,002 

59,074.057 

63,285.914 

66.2(15.279 

70,163.161 

65,578.056 

66,910.493 

68,492.113 

18 (16 

17.7(I 

7 23 

0 (11 
-22.35 
-29.05 

6 66 
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EX IIIBIT I 

FIN DING S A ND RECO M M ENDA TIO NS 
FO R TIlE FISCA L Y EA R ENDED DEC EM BER 31, 1995 

INVESTM ENT SUBSIDIARY LED GER N OT M AINTAINED 

The Em ployees' Retirement System did not maintain investm ent subsidiary ledgers which 
adequately accounled for the investment activity and reconciled to their general ledger. 
O ur initial audit w ork disclosed a significant unreconciled difference existed between ttle 
general ledger balance and tile investment balance reported by the investment manager. 
The am ounts were ultim ately reconciled w ith assistance from the auditors. 

W e recommend that management maintain a detailed subsidiary ledger that provides for an 
investm em roll forward and reconciles to the general ledger'. 

2. LNTER1M  FINANCIAL STATEM ENTS N OT PREPARE1) 

Interim financial statements were not prepared by the Em ployees' Retirement System 
during the audit period. Financial statem ents w ere not prepared until year-end closing. 

W e recom mend that financial statem ents be prepared in accordance with generally 
accepted accounting principles at least on a quarterly basis. The financial statements 
should be reconciled to the investment subsidiary ledger and be reviewed by management. 

3. INVESTM ENT SOURCE D OCUM EN TS N OT M AIN TAINED ON FILE 

Our examination disclosed that investment activity source documents, including 
transaction confirm ations and investment statements were not maintained on file in an 
orderly thshion which would facilitate an audit. M uch of the information required to 
complete our lest work was requested from the investment m anagers. 

W c recomm end that all source documents supporting investment activity be m aintained on 
file in an orderly fashion. 

AUDjT R_EPOR_T NO Tq qM EEy_ FILED 

The l.egislative Auditor for the State of Louisiana requires that audits of municipalities 
and their related com ponent units be filed with the Legislative Audi'tor's Offi ce w ithin six 
(6) months of the close of the entitys' fiscal year. Due to delays in availability of accurate 
and com plete accounting records, the audit report was submitted after the required 
deadline. 



expedite the year-end 
stalem enls. These 

! reporl. 



I~M I'I.O Y EES' R I~'T1REM ENT SY STEM  O F TIlE C ITY O F NEW  ()Ri,I'~A NS 

TA B1,E O F CO NTENTS 

ND EPEN I)EN T AUD ITO R 'S REPO R'I 

I3ALANCE. SI|EET 

S'I'ATEM I~N T OF REVEN UE, EX PEN SES AND CItAN GES IN FUND BA1.ANCE 

NO TES TO THE FINANCIAl. STATEM ENTS 

INI)EF'ENI)F.NT AUD ITOR 'S REPORT ON COM PI,IAN CI 
BASH ) ON AN AUD IT OF FINAN CIAL STATEM ENTS 
PERFORM EI) IN ACCORD AN CE W ITH 
GOVERN M ENT AUD ITING STAN DARD S 

INI)EPEN DEN T AU DITOR 'S REPO RT ON INTERN AL CON TROL 

STRU CTURE BASED ON AN AUD IT OF FINAN CIAL 
STATEM EN TS PERFORM EI) 1N ACCORD ANCE 
W ITI t G O VERN M ENT AU D ITIN G STAN D ARD S 

IIISTCbRICAL TREND INFORM ATION (UNAUD1TEI)) 

2 

3 

4-12 

4-16 

7-18 



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

A Cot~t~oration of Certified Public Accountants 

INI)H 'I,'NI)ENT A UI)ITO R 'S REPO RT 

l lonorable M ayor and Cotmcil of the 
City of New O rleans, I.ouisiana 

W e have audited lhe accom panying balance sheet of the Employees' Retirenlent System of tim 

City of New Orleans (a component unit of the City of New Orleans) (the Plan) as of December 
31, 1995 and 1994, and lhe related statem ents of revenue, expenses, and changes in fire d balance 
for lhe year then ended These fnancial slalem em s are the lesponsibili/y of ll~c Plan's 
management. O ur responsibility is to express an opinion on these financial statem ents based on 
our audil The financial statements of the l';mployces' Retiremenl Fund as ofl)ecember 31, 1994, 
were audited by olher audilors whose t-eporl daled M ay 31, 1995. expressed an unqualified 
opinion on those statem ents. 

W e conducted otir audil in accordance ,,villa genelally accepled auditing standards, and 
Govern ment Auditing Standards Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whethe! the financial statements ave free of material 
nfisslalelnenl. An audit includes examining, on a lest basis, evidence SUl)porting lhe amounts and 
disclosures in ltle financial statements. An audit also includes assessing the accounting principles 

used and the overa ll financial statement presentation W e believe that our audit provides a 
reasonable basis for our opinion 

In om opinion, the financial stalem ents refeH-ed to above present faM y, in all material respects, 
lhe financial status of tim F.m ployees' Retirem ent System of the City of New O rleans as of 
D ecember 31, 1995 and 1994, and the changes in its financial status for the years lhen ended in 
conform ily w ilh gelm rally accepled accounting principles. 

New O rleans, 1.ouisiana 
August 23, 1996 

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



(?A,~;I 

EM  PI ,O Y E ES' i/I,71'1REM  ENT SY STEM , (71TY O F N EW  O R I,EA N S 
BA I,A NC E SIIEET 

ASSETS 

It, I,;('l,',l VAI/I ,llS: 
(!onh ibiiliOllS 
tt, cCl ued ]lllcicsl - Sleeks, Bonds 
I )tie l}oln the City of Now el]callS 
l'i cpaid t,]xponses 
ethel Receivables 

O 1A]. RI,]CI!IVA1 ~1,1{S 

INVI'~S'I M EN I S: 
Stocks, Bonds, ethel, at Cost el Anlortizcd Cost (Nolo F) 
(M arket Value $238,789>236, $188,425,969 foi 1995 
and 199<4 rcspectivc])) 

lnsniance ContJacis al Cost (Note 1') 
(M alkel Vahio $2(I,108>831, $18,2(>(I.789 fol 1995 
and 1994 respectively) 

IO'1AI, iNVESTM i'IN 1S 

(SIAl, ASS]'.' I S 

LIABILITIES 
1)uc to Icltnitlalcd I'~u/plo)'ces 
JCClllCd M an~igell/Onl ~illd ('tlslodial 1'cos 
l)uc [o (?it)' of New Oilcans 
Other Accotlnls Payable 

NI,:I ASSlffS AVAII,ABI l! FOR BI!NI:]:] I S 

FUND BALANCE 
Aclum ial pl cscnt "~'ahle of D ctic~4cd benefits pa,,ablc 1o 
CllrrClll lcitranls ~lnd bcnclicialJes 

Aclu~t! ial plescn! value of l:q ejected bcnclits payable to 
term inated vested patlicipants 
Actuarial picscnl vahle of crc, dited proicclcd benefits 
for ~ clive employees: 
M oln[~'l colllrJbulJolls 
] !1 tlpIovcI >fillallced pOl lion 

IO IAI, AC'I UARIAI, PI>,I(SEN I" VA1,UI/ OF CRFI)II I(I) 
'RO.IIiC'I 1':1) I JENEI"I 1 S 

Actualial Adjtlstnlelll (Note I)) 
/)nful,ded actuarial present value o/credited bcnel]ts 

O ]'A]. I:IJNI) ]IAI,ANCI.: 
O 1AI, I,IAIJI1,11]I!S AND I.UNI) BAI .AN( 

IOF. "I ]tl YEARS I':NI)I:I) 
l)l (']iM III,:R 31. 

995 199-1 

254,257 $ 61,I,18 I 

497,556 
517,889 
693,466 
315,05,1 
57.916 

72,713 
545,196 
92,9,19 
260.(115 

3.081 881 1.970.87:~ 

219.199.916 

$222,536,05-1 

$103,899,37.1 

:i I00 377 

29,471,12-1 
57,697,528 

$ 9762~ 
2,1q (1(>9 

998 46 

1,3,11 ,I <,5 

$ 205,126.988 

27,789,335 
49414.08,1 

$ 195,168,4(13 $ 185,685,60 

31,179,613 
(4,565,002) 

24,501,285 
(5,059,898) 

222,536,054 $ 206,468,143 



 

F~M I'I.O Y EI,'S' R ETIR EM I~;NT SY ST EM , C ITY O F N E~ / O R 1,EA NS 
STA TEM ENTS O F REVI~N IJES, EXI'ENSES A ND C IIA NG ES IN FUNI) BA 1,A NC ES 

O PEI~ATING R EV I'~NU ES 

('onU ibutions: 
I:mpk>ycl 
]'~mpk~yecs 
]l taxi)Is fionl S& W I 
Pa}Tnellls fin M ililm, Sc~ vices 
']')~IIIN[i'IS f]Olll N1~tl1." Sk~[CIII 

hlVCS|IIB211I IlICO]I/C: 
]nl~ICS[ 
Gam/(l.oss) on Sale of ]IIVCN[IlIClll% 
(!OIIl]l/issiOll Recapllllc 
Somt ities I.cndmt/ 

[llvCgtlllCIl[ I (XpCJIS~2S 
Anlo| li/alioll of P[Cllli[llll/] )i:~COtllltS 

O IAI, O]'H (A I [NG R] VJ:N[JI'IS 

O PEb[A'I'ING EX PENSES 
l{clilclncnl Allowances 
Oldinal3, ])isabilily Rclilcnlcllts 
Accidenlal I)isabilily l(elilcnlcnl 
Sepal ~ttioll Rclil clllelll s 
P.efunds to M cnlbei s 
hanslers lo Ihe Slale I~.eli~cnlenl Systcm 
"] I[IIIS[eI Io the ScwclaI,e and W alcl Board 
h ansfer Io M P.E R.S 
IAlmp Suln Denefits ])tie Io I)calh of M cmbeJs 
Cos! of l,iving llenefils 
Othel Adnlinislrativc ]ixlvnscs 

I O IAI, OPI!RA+I ING t,XI'I,;NSI';S 

HXCI'~SS ()l; R]!VENU]!S OVI'R EXPI!NN] S 

I'UNI) IIA].ANCI"S 
I legim::mg of Yca~ 

NI) ]IAI.ANCE, END O]' YEAR 

:OR ]l 1E YI!ARS ENDH ) 
])]:(?I!M BI{R 31, 

995 1994 

0.629.7o2 
2.921.78./ 

94.218 
8.692 

] I 1.825 

$ 9.238.96? 
2.6,16.225 

() 

9.755 
50.888 

] 0.830.736 
8.421.407 

18.892 
73.149 

(I.162.739) 
39+090 

0.210.852 
I 148 14e, 

(gM ,f186 
(6{I,725 

9.842/156 
1,080,9() I 
594.246 
335.223 

|.1dl.519 
446.878 
] 88,001 
228.583 
124.91 ] 

1.368.009 

9.64 ] .2 t6 
] .036.207 
555.295 
275.26.1 
1.665.775 
147.229 
150.128 

0 
80.810 

1.338.486 
0 

$ 221.783.(11-1 $ 205.126.988 
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