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M ANAOEM ENT'S DISCUSSION AND  ANALYSIS 

The following is management's discussion and analysis of the financial perfornmm~ of the 
Employees' Retirement Syste~n of the City of New Orleans. It is presented es a narrative overview 
and analysis for the purpose of assisting the reader with interpreting key elements of the. ~  
statements, notes to the fmm~cial statements, required supplementary information, and supporting 
schedules for the ~  year. 

The net assets held ;n ~ st for pension bed im increased by $50.2 million, or 16 percent. 
This hz-tease is genendly att~ m ble to the recovery in the equity markets fonowmg several 
years of market downturn. 

Net Appreciation in fair value reflected a turnaround from its prior year value of ($32.1) 
million to a current year level of $58.6 million_ This increase is also izdmar~  related to the 
recovery in equity markets. 

~ Employee and Employer co~ ns to the Plan remained level from 2002 to 2003. 

~ The Plan's R, xled ratio decreased s,~ tly from  110%  in 2002 to 104%  in 2003 

M anagement's Discussion and analysis is intended to serve as an introduction to the Plan's basic 
financial statements, together with the related notes to the financial statements, required 
supplementary information, and the suppontag schedules, an ofwhioh are described below: 

~ Statem m t of Net Assets Available for Benefits - This statement reports the System's assets, 
]iabi3iti~, and resultam net assets available for pension ben~~ s. 

Statement of Changes in Net Assets Available for Benefas - This statement reports the results 
of operations during the calendar years 2003 and 2002, categorically disclosing the additions 
to and deduction from  plma net assets. The net increase to plan assets on this statement 
supports the change in net assets on the Statement of Net Assets for Benefits. 

Notes to the Financial Statem e~  - The financial statement notes provide additional 
in~ rmation that is essentitl to a complete understandiog of the data set forth io the financial 
statements. They are considered an intesral part of the fin~ 'i~ statements. 



Reqt~red Sel,plm m a~  Ia~ amtion- The required seppknm S~  information oom ism of 
several sohedules that sbo w in~ matlon related to funding progress and oo~ ns to the 
Plan. The Plan ~onm"mltiom  are shown both for employees and employer. A schedule of 
Plan exlx'm ~  by type is also provided. 

Net Assets: A summary of the District's balance sheets are presented in Table I below. 

City ofNew Orleam  Employees' ~  System 
M anagemem 's Di~-ussion aad Analysis 

As of December 31, 2003 

lnvestm ens at Fair Value: 
Cash Equivalents 
U. S. Government Obligations 
Corporate Securities 

Bonds 
Equ~ s 

Total Investments(at Fak Value) 

Cash 

Total Assets 

Total liabilities 

$ 22,018,960 
34,137,427 

64,339,824 
243.182.014 
363,678.225 

$ 14,232,137 
58,o64,324 



Additions to CNO-ERS plan net assets were derived from cont61mtions, and investment income. 
Investment income  increase $88,641,358 or 383% due to increasing market rates. 

Em ployer Comtributleas 
Employee 
Contn'butions  
Other 
Co~ ns 

2003 2002 

$ 6,64 8,823 S 6,6~5,119 

3,660,906 

782,396 

3,500,753 

632,479 

Net Investment Income 65,492,333 (23,149,025) 

TOTAL ADDITION S TO N ET 
ASSETS 

llem m  ~ ) 
Pereeatage 

2%  

5%  

383%  

383%  

Deductions from  plan net assets include rethemer~ death, and survivor benefits and sdmlntm ative 
expenses. Deduction from plan net assets totaled $24,239,836 in 2003. This is an increase of 
$1,836,549, primarily due  to an  increase in reth-em~  allowances and Drop gr~ drawal payments. 

Increase(Decrease) 

Rethement Benefits 
Transfers to Otbe r 
Retirem ent Systems 
Administrative Expenses 

20e~. 2002. 

23,904,826 21,320,349 

269,011 995,111 
65,999 87,827 

24.239.836 22.403,287 

Percentage 

12%  

(73%) 
(25%) 

Requests for Information 
This mans gaue m's discussion is designed to provide a general overview of the l~.mployees' 
R~i~nnent System oftbe City of New Orleans finances for interested parties. Questions concem~  
any of the hh~rmation provided herein, or requests for additional fam ~ial information should be 
addressed to the City ofNew Or kans and the Employees Retirement System, 1300 Perdido Street, 
New Or leans, LA 70131. 



L UTHER SPEIGHT & C OMPANY, LLC 

To the Honorable M ayor and 
Honorable City Council ofNew Orkam , Lonlm  

W e have audited the acco mtmnying statemems of net assets available for benefits of the City of New 
Orleans Pa-pbyees' P-xthvamm t System  ~ n Defined Bem ~  and Defined Co~ n 
Pem lon Plan as of Decembe r 31, 2003 snd 2002, smi the rolv~ d stateme~  of cha nges in ~  ~  
available fo r benefits for the years them ended and the statemem  of accumulated plan benefits as of 
December 3 I, 2003 and 2002, and the related statem~  of changes in az~xumflated plan Ixmeflts fo r 
tha  years then ended. These financial statements aze the respoas ibl'lity ofthe Plem's nmm gm ffi~  Our 
responsibility is to extm ~  an opinion on these fm~ al statem c~  b~ ed on our audi~  

W ~ conducted ou~ audits in acco rdance with auditing standm~  generally aco ept~  in tbe  United 
States of Amerka and the standards applicable to ~mA.clal 8,utit~ contained in Gove[m~m t Auditing 
Standmds, issued by tbe  Coa~okollcr ~  ofthe United States. Those standards requ~e that we 
plan and perfonn the audit to obtain reasonable assmm~  about wbe th~ the fro"finial ~  ~  
free ofmatedal ~ . An audit includes exam , on a test basis, evidence supporting the 
amounts and disclosures ra the financial statcmen~  An audit also includes as sessing the acco unting 
principles used and ~Ln~ mt esthe tes made by ~  as well as evaluating the overall 
financial statement presentation W e believe that our audits provide a reasonable basis for our 
ophfion. 

In our oplnion, tbe  flm ncial statem~rds referred to above  present r~ ly, in all material respects, 
m~ormation regarding the City of New  Orleans Employees' Retirement System 's Employee Benefit 
Plan's net assets available for bcm f:tts as ofDecembe~ 31, 2003, and the changes tl~ ck~ for the ye~  
the~ cvded and its financial stat~s as of December 31, 2002, and the changes tbe reln for the year tim 2 
ended in conformity with acco nntlng ~ les generah'y accepted in tbe United States of Aum-ic& 

In accordance with Gove~-~ ent Anditing ~A,~ is, we have also issued our  report dated June 5, 
2004 on our coasidcmtion oftbe  Employees' R=~  System's h~emal control over financial 
reporting and our tests ofits co mpliance with certain provisions of law, regulations, contm~  and 
grants. That ~-port is an integral part of an audit performed in accordance Govern ment Aeditlng 
Standards and shouki be read in co nnection with this ~Olx~rt in co nsidering the re,.mits of our audit. 

New Orleans Office: 10001 IJke Forest Blvd., Suite 404 New Orleans, LA 70127 phone (504) 2d4-9400 fax (504) 244-8240 
Atltmta ~  400 Colony Square. Suite 200 Atlanta. GA 30361 phone (404) 870-9045 fax (404) 870-9005 



Management's Discussion and Analysis and the Trend Data listed as Required Supp~  
Information in Table of Contents included are not required part of the financial statements but are 
supplementaw  informat/on required by Gov~muental Aec, ounting Standar&  Board. W e have appfied 
limited procedures, which consisted principally of inquiries of management regardh~ methods of 
m easurement and presentation of the supplementary information. However, we did not audit the 
information and extxe3ss no opinion on it. 

June 5, 2004 



CITY OF NEW  ORLEAlU  EMPLOYEES' RETIREMENT 8Y8TEM 
STATEMENT OF NET ASSETS AVAILABLE FOR BENEFITS 

ASSETS 
INVESTMENTS AT FAIR VALUE: 

Cash Equivalents 
U.S. Government Obligations 
Corporate Securities 

Bonds 
Equities 

RECEIVABLES: 
Contributions 
Accounts Receivable 
Accrued Interest & Dividends 
Due From Broker securities sold 

PREPAID EXPENSES and OTHER ASSETS 

CASH 

Due  to Terminated em ployees 
Due to Broker for SecudUes Purchased 
Accrued Management and Custodial Fees 
Accounts Payable 

$ 22,018,960 
34,137,427 

84,339,824 
243,182~014 

14,232,137 
58,064,324 

74,356,253 
166w842~523 

102,338 
84,066 

1,184,908 
114v834 

75,040 
0 

1,397,410 
0 

lr472~450 

2~0~.2 

146,545 
385,400 
442,915 
113,65o 

317.071.622 

120,003 
2,376,469 
390,892 
1471606 

See accompanying not~ , 
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CITY OF NEW  ORLEANS EMPLOYEES' RETIREMENT SYSTEM 
STATEMENT OF CHANGE8 IN NET ASSET8 AVAILABLE FOR BENEFITS 

FOR THE YEARS ENDED 
Decem ber 31, 

ADOrnONS TO NET ASSETS 
Investment Incom e: 

Interest & Dividends 

Com m ission Recapture 
Other Inve~ment Income 
Securities Lending 

Less: Investment Expenses 

Net Investm ent InGom e 

Emr~ w r 
Em ploym  
Traflsfem from S&W B 
Paym ents for Military Services 
Transfers from Fireflghtem 
Transfers from State System 

Total conffi butlon$: 

in fair value 

DEDUCTIONS FROM NET ASSET8 
Retirement N lowances 
Ordinary Disability Retirements 
Accidental Disability Retirement 
Separation Retirements 
Refunds to Members 
Tmnsfmnm to the State Retirement System 
T,'ansfers ~ the Sewerage ~'~d W a~ : -~.~.~ 
Transfer to M.P.E.R.S. 
Lum p Sum Benefits Due to  Death of Members 
Optk~ I Death Bener~  
Cost of  Living Benefits 
Drop W it~ raw~ 
Adrnini~-~ ve Expenses 

NET ASSETS AVAILABLE FOR BENEFITS 

$ 8,153,249 
58,640,692 

117,616 
430,368 

$ 10,617,235 
(32,121,214) 

157,812 
0 

51~972 54~211 
67,393,897 (21 291,956) 
(1wg01~564) (t,857,069) 

6,648,233 
3,660,906 
697,458 
26,538 

0 

6,665,119 
3,500,753 
268,375 
27,389 

0 

13.35 2,455 
1,582,868 
628,439 
697,476 
812,286 
174,702 
04,3~  

0 
281,954 
23,532 

3,276,815 
3,249,001 
65;999 

, 
24,2

, 
39,53 6 

52,344,032 

12,404,705 
1,551,824 
614,733 
599,880 
995,315 
327,371 
~ 7,4~,0 
100,330 
166,626 

0 
3,152,822 
1,834,444 
87t827 

22;403t287 

(34,753,961) 



CITY OF NEW  ORLEANS EMPIJ)YEES' RETIREMENT SYSTEM 
STATEMENT OF ACCUMULATED PLAN BENEFITS 

DE~  31, 2003 AND 2002 

ACTUARIAL PRESENT VALUE OF 
ACCUMULATED PLAN BENEFITS 

I:~rldclpants cummb'y receiving payments 
Other participwnts 

179.987,963 
122~319~549 
302,307,512 

TOTAL ACTUARIAL PRESENT VALUE 
OF ACCUMULATED PLAN BENEFITS $386 747 332 $343,5711841 

See accompanying notes. 
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CITY OF NEW  ~  EMPLOYEF.8' RETIREMENT SYSTEM 
STATEMENT OF CHANGE8 IN ACCUMULATED PLAN BENEFITS 

YEAR ENDED DECEMBER 31, 2003 

ACTUARIAL PRESENT VALUE OF ACCUMULATED 
PLA N BENEFITS AT BEGINNING OF YEAR $ 343,571,841 

Increase (decrease] duling the year attributable to: 
Plan Amendment 
Changes in AsSUml~ons 
Benefits accum ulated* 
Benefits paid 

ACTUARIAL PRESENT VALUE OF ACCUMULATED 
PLAN BENEFITS AT END OF YEAR 

* II~-..ludes intw u~ and iffocts of actuarial ga(ns and losses. 

0 
(10,001,167) 
77,081,482 
(23,904,824) 

See ~~companying notes. 
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The EM PLOYEES' RETIREM ENT SYSTEM  OF THE CITY OF NEW  ORLEANS 
(Retkement System) is a Combination Defaled Benefit and Defined Contrt'bution Pension plan 
established under the hws of the State of Louisiana. The City Clmrter provided that the 
Retirement Ora|mr~  (Chapter 55 of the Code) contbu~ to govern and control the Retiremem 
System  under the managem ent of the Board of Trustees, and also for changes in the Retirement 
System by coumil action, subject to certain limitatiom for the purpose of providing retiretmm 
allowam es, death, and disability benefits to all otf~cers and employees of the perish, except those 
officers and employees who are already or may hereafter be im luded in the benefits of any other 
pension or reth'etm m system  ofthe city, the state or any political sulxlivislon ofthe state. 

The EM PLOYEES' RETIREM ENT SYSTEM  OF THE CITY OF NEW  ORLEANS became 
operative on July 1, 1947. It is supported by joint contn'butiom of the City and employee 
memlm~  and income from  investmen~  The City makes contributions for members during 
active service as well as for periods of servke of~  employed prior to July 1, 194 7. In 
this way, reserves are accumulated from the city and employee contributions. 

The general admini.,~ration and the responm'b'dity for the proper operation of the Retirement 
System  and for making effective the provisions of the Rethement Ordinance are vested  in the 
five member Board of Trustees ofthe Retire~ mt System. 

At December 31, 2003, EM PLOYEES' RETIREM ENT SYSTEM  membership consisted  off 

Retirees and bem fioiari~s currm tly r~ iving benefits 
Tcratinaicd al~ploy~  eaaidcd io im ~lli~ buL u~. y~. ~ h~ 
Total 

Curt'era  employem : 
Vested 
Nee-Vested 

Decem ber 31 
2OO3 2O02 
1,728 1735 

len 1.)o 
J.~7 x J_ ._ .~o 

1,887 1873 

2,287 
1.440 1350 

3,727 3622 

5.614 5.495 



The City of New Orleans requires membersh~ in the EMPLOYEES' RETIREMENT SYSTEM 
for all City of New Orleans regularly employed persons. 
M embership includes: 

1. En~ployees hired on or after July 1, 1947, who become members as a condition of 
employment, except fo r those over 65, unless they have 10 years prior service. 

2. Employees hhed before July 1, 194 7 became members, unless they elected not to 

joy 

3. OIfic~  elected or appointed  for fixed terms, however, membership is optional 

4. All officers and employees of various judicial and parochial offr~es of the parish, 
exc~vt those co vered by another system  and those fo r whom  no co ntributions are 
made by respe~ ve offers. 

Under the Syste~a, employees with 30 years of service, or who attain age 60 with 10 years of 
service, or age 65 and 5 years of servico  aze entitled to a re tireme~  allowance, co nsisting ofthe 
fo llowing: 

An snnuity, which is the actuarial equivalent 
co ntribution at the time ofretirem~~  p)us 

6. An annual pension, which together with the above mmuity, provides a total 
allowance eq ual to 2%  of average co mpensation times first 10 years, plus 2-1~%  of 
average co mpensation times next 10 years, plus 3% of average co mpensation times 
next 10 years, plus 4%  of average co mpensation thnes creditable service over 30 
years, max~no m  no t to exceed 100%  of average co mpensation. For service 

by 3%  for each year below ag e 62. The reductlon no  longer exists for persons retiring 
after Janumy 1, 1997 with 30 years ofservico . For service rethez3~  prior to ag e55 
with 30 yeers of servke, this awount is reducnd  by 2% (1% for memhars who retire 
prior to Jalalary 1, 1983) for each year be low ag e 55. For service retirements at age 
55 with 30 or more years of servia , this amount is not reduced. 

Average co mpensation is defined as average mmual earned co mpensation (which includes 
overtime earned prior to April 29, 1979 and tenure pay) of a member for the highest thh~ -six 
successive mo nths of service as a member, n~ us $1,200. Effective Jul~ l, 2002, $1200 
removed. 



An additional pension equal to 2%  of $1,200 tines the first 10 years, plus 2-1~A % of $1,200 
times next 10 years, plus 3% of $1,200 times next 10 years, plus 4% of $1,200 times ereditable 
service over 30 years, for members who retired on or after January 1, 1983, will be provided if 
a~ employee retires on service retirem ent allowance after attaining age 55 while still a member. 
This ceases when the employee becom es elig~le for Social Security. Effective January 1, 2002 
the $1,200 exclusion will not apply. For service retirement prior to age 62 with tess tlum 30 
years of service, this amount is reduced by 3% for each year below ag e 62 (1% for each year 
be low age 55) for service accrued prior to January 1, 1983. 

If a member dies aider retirement and before receiving the emount of this accumulated 
co ~ ns in annuity and pem ion paymo nt~ the lump sum balance of his co ntributiom  is paid 
to his~ . 

W hen an active employee dies, a death benefit, equal to the employee's accumulated 
contributions, with ime~st, is paid to the benefi~ ry ~ ed by  the employee or, in the 
absence of such d~ on, to his estate. Should the employee have completed three or more 
years of creditable service, thm~ sha ll be paid additinnally a lump sum  of benefit equal to one- 
fourth of the earnable compensation of such deceased employee for the year ~ ly 

the date of death, plus 5%  of said earm ble co mpensation for each additional year of 
cred~able service, excluding credit for military service pmdm ed, and shall not exceed the 
earmble co mpensation of the employee for the year immediately preceding the date of death. If 
the employee at the date of his death was eligible for retirmnem and leaves a surviving spouse, 
the surviving spouse is entitled to elect to receive ~ t benefits equal to the amount which 
would ha ve been paid, had the member retired on the date he died and had ho  elected option 2 of 
a reduced retirement allowance payable throughout life with the provisions that, upon his ,J_~ t_h, 
his reduced rethement allowance would be continued throughout the life ofi~s sta-vlving spouse 
as beneficiary. The survivlng spo use who elects this option will no t be entitled a refund of the 
acxumuhted contort ions, inclad ~  interest, of the deceased member nor to additiom] lump 
sum  death benefit. 

Any amour~ which may be ~  or myable under the m~visiom of ~  Workmen's 
Compensation Statute or similar law to a member or to a dependent or a member on account of 
accidental disabi~y or accidental death shall, in su~  a manner  as the Board .qlmll approve, be 
offset against and payable in lieu of any benefits payable out of the funds provided by the City 
under the provisions of the Retirement system on account of the same accidental ~  or on 
acco tmt of death. 

Upon written application of a member in active  service or of the head of his department, any 
member who has had 10 or more years of ereditable service may be m ired by  the Board onan 
ordinery disability rethement anowance if an physician no mimted by  the Board shall certify that 
the member is mentally or physically totally imal~ itated for the further perfonmm~ of duty, 
that such incapacity is likely to be  permanent, and that the member sho uld be retired. 



Upon refiremem for ~  ~ , a memb~ w~l rece/ve a servi~ rcthmnm~ ~dlowance, if 
eligible, otherwise the member wfll receive a ~  retirement allowance, which will consist 
off 

a An mmuity which shall be the actuarial equivalent of the employee's accumulated 
contributions at the time of retirement; and 

b. An mmual pension, which together withthe mmuity in (a), shall be 75% ofthe service 
allowance that would have been payable upon service retirement at the age of sixty-five, 
had the member continued iu service to the age sixty-five. Such allowance is to be 
computed on the average compensation, plus the sum of $1,200 provided, however, that 
the mlnlmum annual reth~ .~t al~wance will be $300 per year. 

Upon the applkation of a member or the head of his department, any member whom  the Board 
finds has been totally and permanently incapacitated for duty as the natural and pro~ e ~  
of an a~ ident sustained in service as an active member and occ, un~ 8 while h the actual 
performance of his duty at som e definite tim e and place without v/~ ul negligevce on his part 
may be retired by the Board; provided, that a physician nominated by the Board w~l certify that 
the member is mentally or physicah'y totally i~,apecitated for the further perform ance of dmy, 
that such incapacay is likely to be penm nent, end tha~ the mem~  should be retired. Upon 

for accidental disability, a member will receive a service retirement allowance, if 
eligflde, otherwise he win receive an accidental disability ~ &e, ment allowance, which will 
consist o~ 

a An mmuity which is the actuarial equivalent of his ac~tmmlated contributions at the time 
of retirement; and 

b. An annual pension equal to the difference between his annuity and 65%  of his ea_m able 

co-- on 

Any employee whose withdrawal from  active service occurs prior to his aW ~  of the age of 
s~a~y, who has completed at least 1O years of creditable servwe, m ay rem ain  a m ember oI ti~ 
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 w~l be entitled to 
a full service retiremem a/te~ sixty which he may elect, subject to the reductions 

applicable to ret~rem~  before the age of sh'ty-two, whkh will be based upon the amount earned 
and accrued at the date of withdrawal from  service. 

10 



Upon ~  w~bout 10 years of creditable service , the employee is entitled to the reun  of 
his ac oumulated co~ ns with interest or the employee may allow contn'butiom  to remain 
on deposk for a maxinmm of five years. 

Effective July 16, 1974, provisions were made for reciprocal transfers of service and funds 
between this System and the Employees' Retirement System of the Sewerage and W ater Board 
of New Orleans. In the event an employee transfers from  one employer to the other, service 
credits are transferred from  the employee's previous account plus earned imerest and all 
employer contributions, plus agreed-upon interest, are transferred. 

A detailed plan agreement has been published and made ava~Rl~  to all plan pertkipants. Their 
agreemem conta~  all information regarding the plan's benef~s, ~  actuarial 
asm mptlom  and conml~ution requirem ents. 

B. SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES 

The fo llowing are the signifr~mt ac4~untlns policies followed by the plan: 

Basis of Aem untiu  - The accompanying financial statem m ts are prepared on the ac~ ue l basis 
ofaccoue t~ . Conm]mtions are recognized as revenue in the period in which employee services 
are perform ed. 

-  The Plans equity and debt securities are reported at fair 
value. Investment income is recognized as  earned gains and losses on sales and exchanges of 
fixed income  securities and recognized On the transaction date. 

pension benefits, adjusted for the effects of projected salary increases and step-rate benefits, 
estimated  to be payable in the future as a result of employee service  to date. 

The measu~  is intendod to help assess the fmulln~ status of the Employees' Retirement System 
on a going conce rn  basis, assess progress made in accumulating sufficient assets to pay benefits 
when due, and make comparisons am ong public employees' reth'ement 

The reason is independent of the actuarial fiuxiing method used to determine conm'butinm  to the 
Employees' Retirement System. 



The pem inn benefit obligation was detevn~ ed as pert of the actuarial vehu~ m  at Deunn~  
31, 2003 based on reports dated Janumy 1, 2004. Significant actuarial assumptions used in the 
latest valuation are as  follows: 

~ Life Expectancy ofParticlp~ s - 1971 Group A~muity M ortality Table. 
~ Re~ eruan t Age Assumptions - Based on the results of the 1990-1995 periodic 
actuar~ e~ e study. 

~ Projected Salary Increa~s - Based on U.S. Department of Cormne~ , adjusted for 
projected  increases in the standard of living. 

Beginning with tbe  January 1, 1996 actuarial vahmtinn, the actoatlal n inations wil be F epared 
using the "Frozen Entry Age Actuarial Cost M ethod" of funding. Prior to the cha~ e in tbe  
funding method, the Plan had betm funded using tbe  "Entry Age Normal Cost M ethod". 

Under the Frozen Entry Ag e Actuarial Cost Method, the normal cost of the plan is designed to be 
a level percentage of payroll; calculated  on an aggregate ~  spread over the entire working 
lifethne of the participants. The future-wo rking lifetime of the participant is determined from  
each participant's hypothetical entry age into the plan assnmin~ the plan had always been in 
existence, to his expected retirement date. 

For the first year the actuarial accrued liability is the amount of total liability not co vered by 
future entry age normal costs and is caUed the froze~ actuarlal ~  since it is no t affected  by  
actuarial experience gains or losses in future years. This amount is co mposed ofacto adal value 
of benefits already funded  (nssets) an d those no t yet funded  (un_fimded  frozen actuarisl liabflity). 

Once established, and for valuations in m bsequent years until fully amortized, the unfunded 
Im zan  acto anal tmbitay ts allectetl by the no rmal co st, tl~ valuatton interest rate ana pi~n 
conm'butions, The normal co st must then become the belanc~  item as the allocated  annual 
po rtion of the revminine actuarial present value of ~  benefits. As a resu~ no rmal cost 
will fluctuate from ys ar to year to acco um for actuarisl experience. 

There were not any changes made to the provisions  of the plan to h~ rove benefits, although 
there was an amendment to include certain additional employees, according to state law, who 
were heretofore inelig ible. As agreed in accordance with the recommendations  of the Segal 
actuarial experience study, the salary scale assun~tion was increased from  3.5%  to 4.0%  fo r this 
valuation. Also in accordance with the recommendations in tbe  Segal ac*uarial experience study, 
turno ver  was ~ 'm ased  on a slkling scale fo r thos~ with less than  fivo ym rs of servia . 



E. CONTRIBUTIONS REQUIRED AND CONTRIBUTION M ADE 
The Employees' Retirement Systmn's fimdln~ policy provides for periodic employe~ 
co r m at ~  determined rates that, expressed as percentage of annual co vered 
payroll, m'e mdficiem to accumulate sufficient assets to pay benefits whcn due. L~w~l pem mtage 
of employer payroll contribution rates is determined using the "Entry Age Normal Actuarial 
Funding M ethod". The Employees' Retirement System also uses the "Pen:emage of Payroll 
M ethod" to amortize the unfunded liability over a thirty-year pedod effective July 1, 1974. 

F.mployees contn'bute 4% of their earnable compensation in excess of $1,200 per year. Eamable 
compensation is the annual compensation paid to an employee, whkh includes overtime and/or 
supplementary pay earned prior to April 29, 1979. Effective Ap~  29, 1979, it is defined as 
annual compco sation paid to an employee plus tenure pay. 

Sim~ ,.ant actuadal assumptions used to comp lete contn~ .ion requkeme~  e~e the same as 
those used to compute the standardized measure of the pension benefit obligation discussed in 
N ote C. 

Additional information regarding the annual pension costs is as fonows: 

12/31/2003 
12/31/2002 
12/31/2001 

$ 6,S17,308 
4,212,506 
5,652,137 

As of~  31, 2002, the Emp loyees' Retirement System had the following cash acco tmts 
and related FDIC insurance mid/or other types of co llateral to secure the plans accounts: 

~nst~ dm  and Book Bank 
Accotmt Balance Balance 

#812512226 $ 2.629.162 

$ 2.629.162 

Amoum of 
Vepos~ y 

Ins. or Collateral 



The following table presents the fak values ofinveslm ents at December 31, 2003. Investmems 
that represent 5% or more of the Plan's net assets are separately identified. 

U.S. Govermnent Obligations 
Corporate Securities: 

Bonds 
Equit~  

$22,018,960 14,23~138 

34,137,427 58,064,324 

64,339,824 
243.182.014 

74,356,253 
166.842.523 

2003, the Plan's investments (including gains and losses on investments bought and sold, 
as well as held during the year) appreciated/(deprecin~ ) in value by $50,182,987. 

Corporate Securities 
Bo nds 

2003 

7,786,822 

(23,926,897) 

(10,016,429) 
76,339,49! 

(1,918,887) 

(496,897) 

(6,592,303) 
(23,! !3,17~ 



Trend information, which gives aa indication of the progr~-~s made in ac~umulatin8 suff~ient 
assets to pay benefits when due, are presented on pages 15 and 16. 

l~q~ed members, for 36 consecutive years were paid a cost-of-livin8 bonus benefit. The 2003 
benefit, which totaled $3,276,815, consisted of a bonus check and a permanent monthly 
The monthly increase, which costs $1,640,617 annually, was calculated for each indiwd" ual at a 
rate of 1%  of the original benefit for each year in retirement. The bonus checks, which totaled 
1,636,197 used the followin8 cakadation to determine the maximum check amoum each retiree 
could ~ : 3%  of the original re6rement benefit times the number of years in t~ e~ mt, with 
a max~ m the greater of $600 or $75 times each yeer in retkement. Howev~, by law, the 
aggregate annual total of the cost of livin8 bonus and the monthly increase could not exceed 3%  
of the mmm l reth~nent bene~  for e~ h year in retimmem. Therefor~ the cost of living bonus 
check was reduced in cases where the total of both benefits would have exceeded 3% . The 
Board plens to continue the cost-of-livin8 bonus benefit as long as inten t earnln~.q are 

The City of New Orleans absorbs significant costs of the plan $Amlni.s~ration. Those costs 
hmlude salaries, fixed assets, offtce supplies etc. for the department ~dmlni~ering Plan 
operations. However, there are ~  expenses paid by the Plan that are associated with 
travel conLmmces for Board members, attorney fees, and actuary fees. 

The preparation of financial smtcmen~ in com~or~ ty with genem~  ~ceptcd wcoumi~  

reported amoums and disck~sm'es. Accord;ng~, acCm~ resu~s may differ from those estimates. 



 



EM PLOYEF.8' RI~TIREM ENT 8YSTRM  O F T]B~  CITY OF NEW  ORLEANS 
HISTORICAL TREND INFORM ATION 

00~ sdi~d) 

l-r~tor/c~l ~  ~L~ol-mation ~  1992 is ~  to prov/de Rd3Ol'imlfion about the 
EM PLOYEES' RETIREM ENT SYSTEM  OF THE CITY OF NEW  ORLEANS' progress made 
toward accumul~dJng seff~/~nt assets to pay benefits when due is presented in the follow/ng 
schedule: 

Aauarial 
Value of 

Year Assets 

(I) 

Actuarial UAAL as a 
Accrued Percent Unfunded Percentage of 
L~  Funded by AAL Almuai Covered 
(AAL) Employe~ (UAAL) Covered Payroll 
(2) (1/2) (2-1) Payroll (4/5) 

0) (4) (5) (6) 
1992 174,340 ,893 
1993 194,704,398 
1994 205,126,988 

1995 221,783,014 
1996 278,446,227 

1997 319,142,011 

1998 355,566,389 
1999 375,180,736 

2000 371,909,534 

2001 374,022,902 

2002 376,843,982 
2003 402,503,774 

174,852,648 
180,044,150 

185,685,601 
226.348,016 
247,902,452 

274,538,774 

309,660,485 
310,855,758 

298,94 5,269 

301,213,454 
343,571,841 
386,747,332 

99.70 
108.14 

110.47 

97.98 
112.32 

116.00 

511,755 70,163,161 

*(14,660,248) 65,578,056 
*(19,441,387) 66,910,493 
4,565,002 68,492,113 

*(30,543,775) 70,480,255 
76,090,614 

0.01 

*(22.35) 
*(29.05) 
6.66 

*(43.34) 
*(59.00) 

*(44 ,603,7.37) 
114.00 *(45,905,904) 76,199,531 *(60.00) 
120.69 *(64 ,324,978) 75,663,274 *(85.01) 
124.40 *(72,964,265) 76,248,758 *(95.69) 
124.17 *(72,809,448) 83,379,038 *(87.32) 
109.68 *(33,272,141) 78,048,020 *(42.63) 
104 .07 *(15,756,44 2) 87,713,132 *(17.96) 

* Bracketed amounts represent overfended acmarifl ae, crued liability (AAL). 
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Employ~  
Year Conln'bution~ Incon~ 

Year Be~e.fits Refunds Oth~/T~  Total 

I? 



L UTHER SPEIGHT & C OMPANY, LLC 

REPORT ON COM PLIANCE AND ON INTERNAL CONTROL OVER gINANCIAL 
REPORTING BASED ON AN AuDrr OF FINANCIAL STATEM ENTS PERFORM ED 
IN ACCORDANCE W ITH  GOVERNM ENT AUDITING STANDARDS 

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

W e have audited the financial statements ofthe Employees' Retirement System  ofthe City of New 
Orleans (the Plan) as of December 31, 2003 and 2002, and for the years then ended, and have issued 
our report thereon dated June 5, 2004. W e co~  our audit in accordance with audit~g 
standards 8enendly accepted in the United States of Amerlca and the standards applicalde to fmanciel 
audits contah~  in Government A~  St,mdmds, issued by the Comptroller C_ameaal ofihe United 

Comnllsnce 
As part ofobtainlnS reasonable assurance about whether the Plan's f~rm cial statements are free of 
material misstateme~  we performed tests 6f the Plan's compliance with certain provisions of laws, 
regulations, comracts, and grants, noncompliance with which could have a direct end material effect 
on the detem dnation of fmanciel stateme~  am ounts. However, pro viding em opinion on compliance 

with those prov~iom was not an objem-tive ofotw ~;,d~ and, accordln~ly, we do ~ i express ~  A. 
opinion. The results of our tests disclosed instances of noncompliance that are required to be 
r~3orted under Crovernment Auditing ~tand~;da wl~h are descn'bed m ~  ~ ~  ~  of 
~ ino~ and questioned costs as i~me 04-O1 and04-02. 

In plannln~ and perform~  otw audit, we conskiered the Plan's i~tem al control over fmanzial 
reporti~  in order to ~  ore" lmdith~ procedures for the purpose of expressing our ophfion on 
the Cmancial statements and not to provide asmn-ance on the internal control ove~ ~ neial reporting. 
Howev~, we noted certain matters ~volv~  the ~  comrol over ~  reporting and its 
operationtl~  we com ider to be reportable condition~ Reportable conditiom  involve mettas coming 
to otw attention relating to .~im~ eant defickncks in the design or operation of the internal control 
over ~  reporting tlmt, inour judgment, could adversely at~ct tl~ Plan's nlzqity to record, 
ptoc.,~s, stmmm i~  mid rvport flm at~  data ~ m ist~  with the assertiom  of ,rara~ot'mem in the 
financial statements. Reporiable condlt~m  mm de~a'tmd in tim accomtmnyi~  schedule of~ndln~  
and que~iolmd costs as items 04..01 mid(M-02. 

New OrlomsOm ce: 10001 Lake Fofest Blvd., Suite 404 New Orleans, LA 70127 phone (504) 244-9400 fax(504)244-8240 
Athtata ~  400 Colony Square, Suite 200 Atlanta, GA 30361 phone (404) 870-9045 fax (404) 870-9005 



A material weakness is a condition in which the design or operation of one or m ore of the 
control components does not reduce to a relatively low level the risk that ndsstatements in amotmts 
that would be material in relation to the financial statements berg audited may occur and not ~  
detected within a timely period by employees in the normal cotwse of performln~ ~  assigned 
functions. 

Our consideration of the internal control over financial report~  would not necessarily disclose all 
matters in the mternal control that might be reportable conditions, and accordingly, would not 
necessm~  disclose all reportab~ cond~om that are also co~  m be material 
Howev~, we do not conskler the reportab~ conditions, to be material weaknesses. 

This report is intended for the information of the Honorable M ayor and Com~  of the City of 
New Orleans, Louisiana. Howcv~, this report is a nmttvr ofpublic record and its ~ n is 
not lindted. 

June 5, 2004 
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CONDm ON- 

Dm~  our examination oftbe  active employees personnel folders, we noted the 
follow~ : 

~ Two of sixty active em ployees did not have a Pe1"sonal History & Servico  Cla~  
Form (RS- 1 ) in their pcrsom cl folders and, 

~ Five of sixty active cmployee~ did not have a Desi~mtion of~  Form 
(RS-2) in tl~  personnel folders. 

A Personal History & Service Claim Form (RS-1) and a Desism tion of Beneficiary Form 
(RS-2) should be rrmlmained in all active employees personnel foklers. 

Not netlnmlnlnS a Pea'sonal History & Service Claim Form  or Designation of Benefic iary 
Form in each ~ tive employee's folder causes the internal controls that would eamure that 
proper participation in the Employment Retketm m System  appear in inadequate. 

CAUSE: 

Tbe  Plan's n~r~qgemem  did not have proper co ntrols in place to satisfy that all RS-1 and 
RS-2 Forms were co mpleted on participating employees. 

W e re~ommet~ that management ofthe plan implement proper co ntrols to em ure that all 
aet~  ~ nl~la~  nerm nne.I faldem hRve. the. required frlrr~ . 



CO NDITION; 

During otw e~mninstion oftha  reth~  employees persomlel folders, we noted that five of 
thirty-one employees did no t have the prope~ signatures on the RS-10 form: 

~ No memb~ signature on two Ordinary DisatKlity Allo~  Form, 
~ No member signature on one Ordinm'y Death Benefit Form, 
~ Two Service Allowa~ e Forms did no t ha ve  an A~xtary or Dh~-tor's Signature, 
~ Two forms did no t ha ve  the ne me emd title of Appointln~ Authority Submitting 
the ~  Disability AU._ow-,m~ Form, 

A RS- 10 Form whlch is used for Service Allowance, Ordinary Disability Allowance, 
Ac,~ ient~ Disability Allowance and Ordinary Death Benefit should ha ve  all the propm- 
signmures. 

Incomplete RS-10 Forms increase the po~  of h~ oper record of earnings and 
benefits. 

CAUSE: 

The Plan's management did not ha ve proper cox~rols in place to satisfy that all RS-10 
forms had the proper signatures. 

W e recommend that mane gement of the plan implement proper controls to enm re that all 
fo rms ~  in the retired employees personnel fo lders have the requh~  signatur~  



CITY OF' NEW  ORLEANS F.~ IPLO YKES~ RETIREM ENT SYSTEM  

bythe PU~ 

UNRESOLVED 

X 



As of the date of this report, managem ent's corrective action plan was not available. 


