
R E P O R T 

FIREFIGHTERS' PEN SION AND RELIEF FUND  
OF THE CITY OF NEW  ORLEAN S 

DECEM BER 31, 2003 

Release Date 7 - ~. I - ('~ '~ 

qz5 



FIREFIGHTERS' PEN SION AND  RELIEF FUN D 
OF THE CITY OF NEW  ORLEAN S 

IND EX  TO REPORT 

DECEM BER 31, 2003 

IN DEPENDENT AUDITOR'S REPORT 1 - 2 

M ANAGEM ENT'S DISCU SSION AND AN ALY SIS 

FINAN CIAL  STATEM ENTS 

Statem ents of Plan N et Assets 

Statem ents of Changes in Plan Net Assets 

Notes to Finan cial Statem ents 

SUPPLEM ENTARY IN FORM A TION 

Statem ents of Changes in Reserve Balances 

Schedules of Investm ents 

Schedul es of Adm inistrative Expenses 

Schedul es of Contributions 

Schedule of Funding Progress - Old System 

Notes to Schedules of Contributions and Funding Progress 

3-6 

7 

8 

9 -31 

32 - 33 

34 

35 

36 

37 

38 

IN DEPENDENT AUDITOR'S REPORT ON COM PLIAN CE AN D ON IN TERNAL 
CONTROL OVER FIN AN CIAL REPORTIN G BASED ON AN  AUDIT OF 
FIN ANCIAL STATEM ENTS PERFORM ED IN  ACCORDAN CE W ITH 
GOVERNM ENT  AUDITIN G STAN DARD S 39 - 40 



MICHAI~L J. O'nO~  ca*d~ 
W ILLIAM G. STAMM , C.P.A. 
CLIFFORD J, GIFFI~, JR, C.P.A. 
DAVED A . BURGAP~D, C.P.A. 
LUqDSAY J. CALUB. C.Pd~ L.L.C. 
GUY L. DUPLANTIEP,. C.P.~  
MICHELLE BL CUNN][NGHAM, C.P.A 
DEN]qIS W . DILLON, C.P.A. 

ANN MAI~.GE$, CJ'~. 
ROBIN A. STROHMEYER, C.P.A. 

I~ ,NNETH J. BROOKS. C.P,A., ASSOCIATE 

1340 Poyckas St., Suite 2000 - New Orleans, LA 70112 
(504) 586-8866 

FAX (504) 525-5888 
cpe@dhhmcpa.com 

INDEPENDENT AUDITOR'S REPORT 

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

Ad. DUPLANT/~R JR, c.r.n. 
(1919-198$) 

FELIX & m OWMArCN, ~  C.P.A. 
O919-19~) 

W ILLIAM II. HOGAN, ~  C.P.A, 
(1920-1996) 

JAMES MAm cR, JR, C.I',A. 

0921-1999) 

M EM BEI~  
AMERICAN ENSTITUTE OF 

CERTI]FT~D PUBLIC ACCOUNTANTS 
SOCIETY OF LA C.P.A.'S 

Jun e 10, 2004 

W e have audited the statements of plan  net assets of the Firefighters' Pension an d Relief Fun d of the City 
of New Orlean s New System  an d Old System  as of Decem ber 31, 2003, an d the related statem ents of chan ges in 
plan  net assets for the year then ended. These finan cial statements are the responsibility of the Fund's 
man agement. Our responsibility is to express an  opinion on these financial statements based on our audit. 

W e conducted our  audit in accordance with  auditing standards generally accepted in th e United States of 
Am erica an d Government Auditing Standards issued by th e Comptroller General of the United States. Th ose 
standards require that we plan  an d perform  the audit to obtain re asonable assurance about wheth er th e financial 
statem ents are flee of m aterial misstatem en t. An audit includes exam ining, on a test basis, evidence supporting 
th e am oun ts an d disclosur es in  th e fmancial statem en ts. An  audit also includes assessing th e accoun ting 
principles used and significan t estim ates m ade by m anagem ent, as well as evaluating th e overall financial 
statem ent presentation. W e believe that our audit provides a reas ona ble bas is for our  opinion. 

In our  opinion, th e financial statements referred to above, present fairly in all material respects, the 
financial position of the Fire fighters' Pension an d Relief Fund of th e City of N ew Or leans New System  an d Old 
System  as of December  31, 2003, an d th e re sults of operations an d changes in net as sets for the year  then ended 
in conformity with accoun ting principles generally accepted in the United States of America. 
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W e have audited the financial statem ents of th e Firefighters' Pension an d Relief Fund N ew 
System  an d Old System  for th e year ending December 31, 2003 an d issued our unqualified opinion on 
such financial statem ents. Our audit was m ade for the purpose of form ing an opinion on th e basic 
financial statements taken as a whole. The required statistical information on pages 36 - 38 and the 
supplem ental schedules on pages 32 - 35 ar e presented for th e purposes of additional an alysis an d are 
not a re quired part of th e basic financial statem ents. Such require d statistical inform ation for th e years 

ending December 31, 1998 - 2003 an d supplemental schedules have been subjected to the auditing 
procedures applied in th e audi t of the basic finan cial statem ents an d, in our opinion, are fairly stated in 
all m aterial re spects when considered in re lation to th e basic financial statem ents taken as a whole. 

M anagem ent's di scussion and analysis on pages 3 through 6 is not a re quired part of th e basic 
financial statem ents but is supplementary inform ation required by th e Governm ental Accountin g 
Standards Board (GASB). W e have applied certain limited procedures, which consisted primarily of 
inquiries of m anagem ent, re garding the meth ods of m easur em ent and presen tation of the supplem entary 
inform ation. However , we did not audit th e inform ation an d express no opinion on it. 

In accordance with  Government Auditing Standards, we have also issued our  report dated June 10, 
2004 on our  cons ideration of the Firefighters' Pension an d Relief Fun d of the City of New Orleans' 
intem al control over financial reporting and our  tests of its com plian ce with  laws, re gulations an d 
contracts. That report is an integral part of an audit perform ed in  accordance with  Government Auditing 
Standards and should be read in conjunction with this report in considering the results of our audit. 

Duplantier, H rapmann, H ogan & M aher, L.L.P 
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The following is m anagem ent's discussion and analysis of the financial perform an ce of th e 
Firefighters' Pension an d Relief Fund of the City of New Orlean s (NOFF). It is presented as a 
narrative overview and analysis for purpose of assisting the reader with in terpreting key elem ents of 
the financial statements, notes to the financial statements, required supplementary information, an d 
supporting schedules for th e current year. 

VERVIEW  OF 

The discussion an d analysis is intended to serve as an  introduction to the Fund's basic financial 
statem ents, which are com prised of three com ponents: 

o Statem ents of plan net assets 
o Statem ents of chan ges in plan  net assets, and 
o Notes to the financial statem ents 

This re port also contains required supplem ental inform ation in addition to th e basic financial 

statem ents them selves. 

The statem ents of plan  net assets report the pension fund's assets, liabilities, an d resultant net assets 
held in tru st for pens ion benefits. They disclose th e finan cial position of the Fun d as of Decem ber 31, 

2003 an d 2002. 

Th e statements of changes in plan net assets report th e re sults of the pension fund's operations during 
the year disclosing th e additions to and deductions from the plan  net assets. Th ey support th e chan ge 
th at has occurred to the prior year's net asset value on th e statem ents of plan net assets. 

Require d supplem entary inform ation consists of two schedules and related notes concern ing th e funded 

status oftbe  Fund. 

Supporting schedules in clude inform ation on changes in re serve balan ces an d adm inistrative expenses 

NO FF FINAN CIAL ANALYSIS 

N OFF provides retirem ent allowances an d other benefits for firefighters of the City of New Orleans. 
Th e Fund consists of two system s, th e Old System  an d th e New System . The Old System includes 
firefighters em ployed before January 1, 1968. The N ew System  covers firefighters who w ere 
em ployed after December 31, 1967 or Old System  m em bers who have elected coverage under the 

New System . 



Cash 
Receivables 
Investm ents 

Property and equipment 

Total liabilities 

Net assets held in trust 
for pension benefits 

Additions: 

Contributions 
Investment gain (loss) 
Other 

Total additions 

Total deductions 

FIREFIGH TERS' PEN SIO N AND RELIEF FUND 
OF THE CITY O F NEW  ORLEAN S 

M ANA GEM ENT'S DISCUSSIO N AN D ANALYSIS 
AS OF DECEM BER 31. 2003 

Statem ents of Plan Net Assets 

New System 

341,884 $ 202,769 
4,526,438 2,856,311 

192,670,996 175,524,059 

Old System 

3,562,169 $ 2,981,990 
98,252,071 
8,181,330 

69 369 

98,228,121 
7,507,616 
99.342 

Statem ents of Changes in Plan Net Assets 

6,170,081 $ 
23,615,273 

4,849,772 $ 
(9,647,390) 

q8 744 

1,131,948 $ 1,026,312 
8,380,118 (12,996,678) 

Increase(decrease) in plan net asse $ 18,520,005 $ 113.7942-36) $ 1.1882.14 $ I29.898.589~  
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Additions to NOFF plan net assets were derived from  m em ber an d em ployer contributions, state fire 
insuran ce rebates, an d investm ent incom e. The incre ases in investm ent in com e are prim arily related to 
the im proved market performance during 2003. 

M ember contributions $ 
City appropriations 
Fire insurance rebate 
Net investm ent 

gain (loss) 
M iscellan eous income 

993,560 $ 
5,176,521 

(9,647,390) 
981744 

Percentage 
Chan ~e 

13% $ 
30% 

1,131,948 1,026,312 

345% 18,380,118 (12,996,678) 
-100%  

Deductions from Plan Net A ssets 

Percentage 
Chan2e 

10% 

241% 

Deductions from  plan net assets include m ainly retirem ent, death an d survivor benefits, PLOP an d 
DROP withdrawals an d adm inistrative expenses. Deductions  from  plan  net assets incre ased by 
$2,169,987 in the New System in 2003, primarily due to a increase in PLOP withdrawals an d 
retirem ent benefits. Deductions from plan  net assets increased by $395,629 in the Old System, 
prim arily as  a result of an  in crease in retirem ent benefits an d IRS penalties and interest in 2003, 

Retirement benefits $ 
Refund of contributions 
Death benefits 
Adm inistrative expenses 

DROP withdrawal 
PLOP withdrawal 

IRS penalties & interest 
Transfer to other 

system s 

Percentage 
200.....~3 2002 Chan2e 

8,548,113 $ 7,670,625 11% 
21,346 47,454 -55% 
15,000 9,000 67%  

325,982 372,959 -13% 
874,536 209,803 317% 

1,456,761 785,521 85% 

Percentage 
2003 2002 

$ 17,492,937 $ 17,213,959 1.6o./o 

57,000 

496,654 
83,270 
20,752 
173,239 

63,000 

310,454  
270,810 
70,000 

-10% 
60% 

-69% 
-76% 
100% 
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N OFF is responsible for the prudent m anagem ent of funds held in trust for th e exclusive benefit of our 
m em bers' pension benefits. Funds are invested to achieve m axim um  return s without exposin g 
retirem ent assets to unacceptable risks. Total investments at Decem ber 31, 2003 am oun ted to 
$192,670,996 and $8,181,330 for the New and Old Systems, respectively, as compared to 
$175,524,059 and $7,507,616 at December 31, 2002. Total investm ents increased approximately ten 
percent and nine percent in the New an d Old Systems, respectively. The major contributing factor to 
th is increase is the improved performance in th e m arket. 

REQUESTS FOR INFORM ATION 

Questions concerning any of the information provided or requests for additional financial inform ation 
should be addressed to Richard J. Ham pton, Jr., CEO/Secretary-Tre asurer of the Firefighters' Pension 
and Relief Fun d of th e City of N ew Orleans, 329 S. Dorgenois, New Orleans, LA 70119. 
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FIREFIGHTERS' PEN SION AN D RELIEF FUN D 
OF THE CITY OF NEW  ORLEAN S 

N OTES TO FINAN CIAL STATEM ENTS 
DECEM BER 31, 2003 

The Firefighters' Pension and Relief Fund was created, pursuant to Louisiana Revised Statute 
11:3361, for the purpose of providing retirem ent allowan ces an d other benefits for firefighters of th e City 
of New Orleans. The fund is adm inistere d by a Board of Trustees. Benefits, including norm al 
retirement, early retirement, disability retirement an d death benefits, are provided as specified in La. R.S. 
11:3361 et sea. 

Th e Fund consists of two system s, the Old System  an d th e New System . Th e Old System  covers 
firefighters who were em ployed before Jan uary 1, 1968. Th e New System  coxers firefighters who were 
em ployed after Decem be r 31, 1967 or Old System  m embers who have given written application to the 
board to elect coverage under th e New System . 

1. SUM M ARY OF SIGNIFICAN T ACCOUN TING POLICIES: 

Th e financial statem ents are prepared in accordance with  the standards established by the 
Governmental Accounting Standards Board (GASB) as the successor to the National Coun cil on 
Governmental Accoun ting (NCGA). 

In addition, th ese finan cial statem ents include the im plem entation of GA SB N anber 34, 
Basic Financial Statements-and Management's Discussion and Analysis-for State and Local 
Governments an d related standards. This new standard provides for inclusion of a m anagem ent 
di scussion an d an alysis as supplementary inform ation an d oth er changes. 

Basis of Accoun ting: 

Th e Fun d's fin an cial statem ents are prepared using the accrual basis of accoun ting. 
Employer an d employee contributions are recognized in th e period in which th e em ployee is 
compens ated for services perform ed. Benefits an d refunds are re cognized when due an d payable in 
accordance with  the term s of the plan . 

Interest an d dividend incom e is recognized when eam ed. Fire insurance re bate m onies are 
recognized when due. 

M eth ods Used to Value an d Revolt In vestments 

Investm ents ar e reported at fair value. Short-term  investm ents are repo rted at cost, which 
approxim ates fair value. Securities Waded on a national or international exchange are valued at th e 
last reported sales price at current exchange rates. In vestm ents in notes re ceivables, partnerships, 
limited liability corporations , corporations and closed-end corporations are reported at fair value, 
excep t for investm en ts in limited liability corporations  totaling $4,109,145 an d investm ents in 
partnerships totaling $6,319,818, which are valued using the equity method of accoun ting. 

Investm ents of th e Old and New System s are allocated to the re stricted DROP Fun d based 
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OF THE CITY OF NEW  ORLEAN S 

NOTES TO FINAN CIAL STATEM ENTS 
DECEM BER 31. 2003 

SUMMARY OF SIGNIFICAN T ACCOUN TIN G POLICIES (Continued) 
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The m argin accounts for the purchase of th e futures contracts are invested in cash equivalents 
and are included in that investm ent category in the statem ent of plan  net assets. The chan ges in th e 
m arket value of the contracts ar e reported as gains or losses in th e period in which the change occurs. 

Property and equipment is valued on the basis of historical cost and depreciated using the 
stra ight-line method of depreciation. Depreciation expense for the year ended December 31, 2003 is 
$36,151. 

Th e Firefighters' Pension an d Relief Fund was established an d placed under the man agement of 
th e board of trustees for th e purpose of providing retirem ent allowan ces and oth er benefits as stated 
un der th e provisions of La. R.S. 11:3361 et se~ for active firefighters employed by the City of New 
Orleans. 

Th e Fund consists of two systems, the Old System and the New System . Th e Old System 
covers ftrefighi ers who were em ployed before Jan uary  1, 1968. The New System covers fireftghters 
who were employed after December 31, 1967 or Old System  m embers who have given written 
application to the board to elect coverage un der the New System . 

At December 31, 2003, the Firefighters' Pension an d Relief Fun d's membership consisted of: 

Current retirees an d beneficiaries 
Term inated with contributions on 
deposit with the System  

Term inated vested em ployees who have 

not withdrawn contributions (DROP) 
Vested and nonvested active employees covered 

New 
System 

392 

20 

85 
691 

TOTAL PARTICIPANTS AS 
OF THE VALUATION DATE 1.188 

Retirem ent Benefits 

o~ 
Sys~m 

835 

7 

842 

M embers m ay retire with twelve year s of creditable service at age fifty. The retirem ent benefit 
paid is tw o an d one-half percent of average compensation for each year of creditable service during the 
best four consecutive years of service preceding the date of retirem ent. For mem bers with m ore th an 
tw enty year s of service, benefits ar e an additional tw o an d one-half percent per year  to be increased by 
one half percent for each year of serv ice over twenty upon attaining age fifty-five. The maximum 
benefit payable is 100%  of average compensation earned during any three highest average consecutive 
year s of service preceding retirem ent. 
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OF THE CITY OF NEW  ORLEANS 

NOTES TO FINAN CIAL STATEM ENTS 
DECEM BER 31, 2003 

2. PLAN  DESCRIPTION 

Retirem ent Benefits 

(Continued) 

(Continued) 
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M em bers covered under the Old System  may retire with twenty years of creditable service 
regardless of age. For the first tw enty years of service, the retirement benefit paid is 50% of 
average compensation during th e best year of service pre ceding th e date of re tirem ent. For each 
year of service in excess of tw enty years, benefits are an additional 2.5% per year not to exceed 
100~,6. In addition, if the m em ber has attained age 50, his be nefit is incre ased by .5%  for each year 
of service over 25. 

Under both systems, disability benefits are paid to employees who become physically or 
m entally disabled and unable to perform  their duties. Nonserv ice related be nefits are 30%  of final 
com pensation for those m em bers with  ten years of serv ice or less; 40% of final compen sation for 
th ose m em bers with  m ore th an  ten years but less than  fifteen year s of serv ice; an d 50%  of final 
com pensation for those m embers with  m ore than fifteen  years of serv ice. Serv ice re lated benefits 
for those unable to do an y work are the greater of 2/3 of m onthly com pens ation or a regular  
retire m ent benefit if the m em ber is so eligible. For th ose unable to perform  ftrefighting duties but 
able to do other work, service re lated benefits are equal to the greater of 1/2 of monthly 
compensation or a regular retirem en t ben efit if the m em ber is so eligible. 

Under th e New System , survivor be nefits are payable in accordan ce with each m ember's 
option elections under La. R.S. 11:3385. However, if a m em be r dies from  serv ice-connected 

causes while actively employed, irrespective of his years of service or eligibility for pension by 
age, the m ember's surviving spouse receives a presum ptive benefit based on tw enty years of 
serv ice, calculated as a hns ban d-an d-wife benefit. In addition, a $3,000 lump sum  be nefit is 
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Under the New System, upon with drawal from  service, m embers not entitled to receive 
benefits from  the Fund are paid a refund of accum ulated contributions plus intere st. For th e Old 
System , upon withdrawal from  service, m em bers not entitled to re ceive benefits from  th e Fund are 
paid a re fund of 80%  of accumulated contributions. 

DROP Benefits 

In lieu of term inating em ploym ent and accepting a service retirem ent allowance, any 
member who has twenty or m ore years of service m ay elect to participate in  th e Deferred 
Retiremen t Option Plan (DROP) for up to five years an d defer the receipt of benefits. Upon 
comm en cem ent of participation in th e plan , active m em bership in the system  term inates. During 
participation in th e plan, em ployer contributions  cease. The m onthly retirem ent be nefits that 
would have been payable, had th e person elected to cease employm ent and re ceive a service 
retirem ent allowan ce, are paid into th e DROP fund. This fund does not earn in tere st during a 
m ember's DROP participation. In addition, no cost-of-living increases are payable to participan ts 
un til em ploym ent which m ade them  eligible to becom e m embers of th e system  has been 
tem ainated for at least one full year . 

Upon completion of participation in th e DROP, an d regar dless of wheth er the m ember 
terminates em ployment, the DROP fund will earn interest annually based on a five-year  rolling 
average of th e composite rate of return of the Fun d, m inus an  administrative fee of no m ore than 
tw o percent, to be  deducted from  the m ember's accoun t each year. Upon term ination of 
employm en t prior to or at the end of the specified period of participation, a participan t in the plan  
m ay receive, at his option, a lum p sum  from  the accoun t equal to th e paym ents into th e account. 
The m onthly benefits that were being paid into the deferred retirement option plan fund will be gin 
to be paid to the retiree. Ira participan t dies during th e participation in th e plan , a lump sum  equal 
to his accoun t balance in the plan  fund shall be paid to his nam ed be neficiary or, if none, to hi s 
estate. If employm ent is not term inated at th e end of th e five years, paym ents in to th e plan  fund 
cease an d the person resum es active contributing membership in the system . 

PLOP Benefits 

If a m em be r has not participated in th e DROP, upon application for re tirem ent, he m ay 
elect to receive the actuarial equivalent of his retirement benefit as a reduced monthly benefit 
payable for life, pins  an  initial lump-sum  be nefit. The am oun t of the initial lum p-sum  benefit, as 
determ ined by the m ember , shall not exceed an  am ount equal to th e m em be r's norm al retirem ent 
benefit times sixty. The member's m onthly retirem ent ben efit will be actuarially reduced based 
on the lum p-sum  am oun t wi thdrawn an d th e m ember's age at re tirem ent. Th e partial lump-sum 
benefit, togeth er with th e m em be r's reduced norm al retirem ent be nefit, must be actuarially 
equivalen t to the member's norm al retirement benefit. The cost-of-living adjustment granted by 
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the Board of Trustees to retirees who elect to receive a reduced retirem ent benefit and a partial 
lump-sum  benefit shall be based only on the re duced retirem ent benefit an d not on th e partial 
lump-sum  benefit. 

3. CONTRIBUTION RECEIV ABLE. CONTRI BUTION S AN D RE SERVES 

In 2000, th e Council of the City of New Orleans, th e Trustees of the Fund, an d the Board of 
City Trusts entered into an  agreement to fund a portion of the City's projected pension obligations 
under La. 1LS. 11:3375 and th ereby fimding in advance such deficit. 

A Trust was created in 2000 by the City of New Orlean s for the purpose of funding a portion 
of the projected unfunded accrued liability of the Old System. $157,243,748 of the proceeds of a 
Taxable Pension Revenue Bonds, Series 2000, issued by the City of New Orlean s was delivered to 
the Trust to be disbursed solely for the purpose of paying pension benefits to th e ben eficiaries of 
the Old System . The creation of the Tru st is irrevoc able an d the City of New Or leans has no fights 
to alter, am end, or term inate the Trust. The beneficiaries of th e Old System  ar e the sole 
beneficiaries of the Trust. Th e Trust shall term inate when  all am oun ts held by the Tru st are 
distributed to th e Old System . 

Th e Board of City Trusts solely administers, directs, an d controls the Trust an d invests such 
funds in accordance with the provision of Part XIII of Chapter 2 of Subtitle IV of Title 11 of th e 
Revised Statutes of Louisiana as am ended including no m ore than sixty-five percent of such funds 
in equities as limited by La. R.S. 11:3370(G). 

The City an d the Fun d agree that the proceeds of the bonds deposited in the Tru st constitute 
contributions  of public funds to a pens ion program  for the ben efit of public em ployees but do not 
cons titute a deposit to the Fund until distributed by the Board of City Trusts from the Trust to the 
Fund in accordance with  th e agr eem en t. The assets of th e Tru st are not assets of the Fund. 

In  accordan ce with  Govern m en tal Accounting Standards, a long-term  contribution 
receivable in the ~aaoun t of $157,243,748 was recognized in 2000 be cause the contributions are 
due from the City; there is a formal commitmen t un der the cooperative agreem ent with the City 
an d the Board of City Trusts; an d due to the fact that the funds are set aside in trust solely for the 
benefit of th e Fund. 
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(Continued) 

The term s of the receivable are that th e difference between the contributions from  th e City 
and the am ounts actuarially certified as required to fund pensions will be disbursed from  th e Trust 
an d reduce the receivable. In addition, any incom e earn ed on th e assets in  the Trust increase th e 
re ceivable; an d an y expenses in curred on assets in the Trust decrease th e receivable. W hen the 
value of the Trust is 75% of the am ount necessary to actuarially fund the Old System, then the City 
may determ ine not to m ake paym ents in  which case all paym ents to fund pensions shall be m ade in 
full by th e Trust. All paym ents from  th e Trust reduce the receivable. 

The balan ce of the receivable was $97,752,824 at January 1, 2003. During the year the 
receivable was reduced by $17,205,888 for the payment of 2003 pensions, $458,004 for 
investmen t management fees, $55,146 for fiduciary insurance an d $13,590 for actuarial fees. The 
receivable was increased by $15,864,339 for the net appreciation in fair value of the investm ents 
an d $2,284,600 for interest an d dividends earned on as sets in the Tru st. Th e balan ce of the 
receivable at December 31, 2003 is $98,169,136. Information is not available to compute the 
annual ma turities of the rec eivable. 

Th e New System  is funded by em ployee an d em ployer contributions established by state 
statute. Employees contribute 6% of salary for the first tw enty years of em ployment. Employer 
contributions  are m ade m onthly to pay th e actuafially determ ined contributions  for th e prior year. 

Th e Old System  is funded by em ployer contributions established by state statu te. Th ere are 
no active employees in th e Old System , thus no employee contributions are re quired. 

Employer contributions for the Old System are made monthly by the City of New Orleans. 
In addition, th e Old System receives fire insurance taxes of 2%  of the fire insurance premiums 
written in the City of New Orlean s. The difference betw een the contributions made by the City 
an d th e am oun t actuarially certified as  re quired by th e Old System  are ma de m onthly from  the 
Firefighters' Pension an d Retirement Fun d Trust (the Trust) in accordance with a Cooperative 
Endeavor Agreem ent am ong the City, the Fun d an d the Trust. During the year ended December 
31, 2003, all contributions were m ade from  th e trust. Annual contributions to th e Old System  do 
not include am ortization of pas t service cost. 
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The Pension Reserve consists of the reserves for all pensions, excluding cost-of-living 
increases, granted to m embers and is the fund from which such pensions and other 
benefits are paid. Survivors of decease d be neficiaries also receive benefits from  this 
fund. The Pension Reserve balance of the New System is $115,875,912 and it is fully 
funded. Th e Pension Reserve Balan ce of the Old System is $171,571,873 and it is 62% 
funded. 

Th e Annuity Savings is credited with contributions m ade by m em bers of the Fon d. 
W hen a m embe r term inates his service, or upon his death be fore qualifying for a 
benefit, the refund of hi s contributions is m ade from th is re serv e. Wh en a m em be r 
retires, the am ount of his accumulated contributions is transferred to th e Pension 
Reserv e to provide part of the benefits. Th e Annuity Savings balan ce of the New 
System is $16,937,002 an d it is fully funded. The Annuity Savings balan ce of the Old 
System is $-0-. 

D) 

The Pension Accum ulation cons ists of contributions paid by employers, intere st earned 
on investm en ts an d an y oth er income not covere d by other accounts. This fund is 
charged annually with  an  am ount, determined by th e actuary, to be transferred to the 
Pension Rese rve to fund re tirem ent benefits for existing recipients. It is also relieved 
when  expenditures ar e not covered by oth er accounts. Th e Pension Accum ulation 
balan ce of the New System is $42,840,015 an d it is 93% funded. Th e Pension 
Accumulation balan ce of the Old System is $-0-. 

Deferred Retirem ent Ootion  Plan  Ac 

The Deferred Retirement Option Plan (DROP) Account receives and holds the monthly 
retirem ent be nefits deposited on be half of DROP participan ts whi le th ey continue to 
work. At term ination, a lum p sum  paym ent of th e DROP dep osits is ma de to th e 
participan t or the participan t m ay elect to leave the accum ulated benefits on dep osit in 
the DROP accoun t. The DROP account balan ce of the New System is $9,967,243 and 
it is fully funded. The DROP balance of the Old System is $2,814,729 an d it is fully 
funded. 
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The Partial Lump-Sum Option Payment (PLOP) Account receives and holds un til 
requested an initial lum p-sum  benefit which shall not exceed an  am oun t equal to the 
member's normal retirem ent benefit tim es sixty, for those members who have not 
participated in the DROP, an d who upon application for re tirem ent, elect to receive 
the actuarial equivalent of th eir retirem ent benefit as a reduced m onthly benefit plus 
an  initial lum p-sum  benefit. Th e PLOP account balance of th e New System  is 
$3,671,857 an d it is fully fimded. Th e PLOP balan ce of the Old System is $735,431 
an d it is fully funded. 

Th e Aggregate Level Norm al Cost M ethod was used to calculate th e funding requirem ents 
of the New System . This funding m ethod allocates pen sion costs as a level percentage of payroll 
over the future working lifetim e of current mem bers. Th e Aggregate Cost M eth od produces no 
un funded accrued liability. Under th e Aggregate Cost M eth od, actuarial gains an d losses are 
spread over fu ture normal costs. Bas ed on actual experience future norm al costs will increase or 
decrease. 

The Entry Age Normal Cost M ethod was used to calculate th e funding requirem ents of the 

Old System. Under this cost method, the actuarial present value of the projected ben efits of each 
individual included in the valua tion is allocated on a level bas is as pe rcen tage of payroll for each 

participant be tween entry age and assum ed retirement age(s). That portion of the actuarial present 
value attributable to current year benefit accruals is called the Normal Cost. The actuarial present 
value of fu ture benefits in excess of th e actuarial present value of th e fu ture norm al cost is called 
the actuarial accru ed liability. Gains an d losses directly increase or decrease the unfunded accrued 
liability. 

Although the Entry Age Normal Cost M ethod was used to calculate the funding 
requirem en ts of th e Old System , it is funded on a "pa~as -you-go" bas is, as m ore fully describe d in 
Footnote 3. Current contributions cover current expenses only. 
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Following are the components of th e Pension and Relief Fund's deposits, cash equivalents 
an d investm ents at December 31, 2003: 

NEW  OLD 

Deposits (Bank balance) 
Cash equivalents 
Investm ents 

SYSTEM  
$ 747,660 

15,111,179 
177,559,817 

SYSTEM  
$ 4,223,089 
8,181,330 

The Fund's bank accoun t balan ces as of December 31, 2003 were entirely covered by federal 
depository insuran ce an d pledged securities. 

Cash equi valents of th e New System  an d Old System consist of governm ent backed pooled 
funds an d com m ercial paper. Th e funds are held by the Fund's custodian 's trust departm ent in the 
Fun d's nam e. The cas h equivalents of the Old System  also cons ist of repurchase agreem ents 
which are collateralized. 

In vestm ents 

Statutes authorize the Fun d to invest un der the Prudent-M an  Rule. The Prudent M an  Rule 
shall require each fiduciary of a retirem ent system  an d each board of trustees acting collectively on 
behalf of the system  to act with  care, skill, prudence and diligence un der th e circum stances 
prevailing that a prudent institutional investor acting in  a like capacity an d fam iliar with  such 
matters woul d use in th e conduct of an  enterprise of a like character and with  like aim s. 
Notwithstanding th e Prudent-M an  Rule, th e Fund shall not invest m ore than sixty-five percent of 
the total portfolio in comm on stock. 

The Fund's investm ents are categorized to give an  indication of the level of custodial credit 
risk as sum ed by the entity at year-end. Category 1 includes investm ents that are insured or 
registere d or for which th e securities are held by th e Fun d or its agent in th e Fun d's nam e. 
Category  2 includes uninsured an d unregistered investm ents for whi ch th e securities ar e held by 
the broker's or dealer's trust departm ent or agent in th e Ftmd's nam e. Category  3 includes 
uninsured an d unregistered investm en ts for which the securities are held by the broker or dealer, or 
by its trust departm en t or agen t but not in the Fund's nam e. 
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New System  
Collateral held under Securities Lending Program 
Bonds 
Stocks 
Notes receivable 
M utual funds  
Investm ent in corporation 
In vestm ent in partnerships 
Investm en t in lim ited liability corporations 
Investm ent in trust 
In vestm en ts held by broker-dealers in 
which collateral m ay be reinvested: 
Bonds  
Stocks 

TOTAL 

M arket Value 

$ 11,150,461 
25,040,584 
50,293,544 
23,359,874 
20,289,850 
10,100,492 
14,655,530 
10,863,799 
1,04 7,04 7 

3,860,022 
6,898,614 

$177.559.81"7 
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2 
1 
1 

N/A 
N/A 
N/A 
N/A 
N/A 
N/A 

N/A 
N/A 

M arket values for the New System  are furnished by the Fun d's custodial bank and 
in dependent public sources. 

6. PER DIE M  PAID TO BOARD M EM BERS 

Board m embers are not paid per diem  for attending boar d m eetings. 

The fund leases offi ce space un der an operating leas e expiring Decem ber 2004. Total rent 
expense for the year ended December 31, 2003 was $40,126. Future minimum ren t payments 
under the lease are as  follows: 

Year  

2004 

Ren t Subleas e 
In com e 

Net 
Am ount 
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The process of preparing financial statements in conform ity with accounting principles 
gen erally accepted in the United States of Am erica requires th e use of estim ates and assum ptions 
regarding certain types of as sets, liabilities, evenues and expenses. Such estim ates prim arily 
re late to unsettled transactions an d even ts as  of th e date of th e finan cial statem ents. Accordingly, 
upon settlem en t, actual re sults m ay differ from  estim ated m ounts. 

9. REOUIRED SUPPLEM ENTARY SCHEDULE INFORM A TION 

Inform ation in the Required Supplem entary Schedules is designed to provide in form ation 
about th e Fun d's progress made in accum ul ating sufficient assets to pay ben efits an d is pre sented 
on pages 36 - 38. 

10. SECURITY  LENDIN G AGRE EM ENTS 

The Boar d of Trustees of th e Fun d authorized th e Fun d to en ter into reverse re purchase 
agreem en ts in th e operation of its securities lending program . Th ese agreem en ts consist of th e 
loan  of stock and bonds with a simultaneous agreement to reacquire the same loan ed security in 
th e future plus a contract rate of intere st. The Fund requires the dealer to tran sfer cash or collateral 
of 100%  of the m arket value of th e securities un derlying th e reverse rep urchase agreem ents. 

In  cases of security loans in which the collateral received by the Fun d is cash, the Fun d is 
able to reinvest th e cash un der the agreem en t with th e dealer. W hen this occurs the collateral is 
reported as an  asset wi th a corresponding liability. If the Fund receives collateral other than cash, it 
m ay not reinvest th e collateral. W hen this occurs, th e Fund does not record th e collatera l on the 
finan cial statem ents. In both  cases, th e loan ed securities continue to be reported as  an  asset on th e 
balan ce sheet an d in footnote 5. The cash collateral was  invested in cas h equivalents an d fixed 
incom e securities at Decembe r 31, 2003. Th e maturities of these investm ents m atch th e m aturities 
of th e securities loans. 

Th e inform ation was not available to compute th e gross am oun t of interest incom e earn ed 
an d intere st expens e incurred from  security len ding transactions . The net income received from  
the transactions in the am oun t of $20,293 is recorded on the f'mancial statements in investment 
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The Fund has entered into futures contracts for the purpose of trading. At Decem ber 31, 
2003, th e N ew System had outstanding forty-eight index fu tures contracts, all m aturing M arch 
2004. The Old System ha d outstanding eight treasury bond and note fu tures contracts and ten 
in dex fu tures contracts, all m aturing M ar ch 2004. Th e notional value of th e open contracts at 
December 31, 2003 was $13,145,100 an d $3,663,484 for the New System an d Old System, 
respectively. The fair value of the open contracts at December 31, 2003 was $13,508,400 an d 
$3,664,484 for the New System an d Old System, respectively. 

Th e Fun d is exposed to credit loss in th e event of nonperform an ce by th e oth er parties to the 
fu tures contracts. However, th e Fund does not an ticipate nonperform an ce by th e counterparties. 
Th e Fun d is exposed to market risk as a re sult of possible future changes in market prices. Th e 
m axim um  am ount of cre dit or market risk to th e Fun d is the notional value of th e contracts. 
During the year ended December 31, 2003, the New System realized net gains of $1,364,955 on 
futures trading. Th e Old System realized gains of $632,832 on futures trading. Th e net gains an d 
losses are re corded on the financial statem en ts in investmen t incom e. 

Th e Fun d is required to pledge $790,000 of treasury bills as collateral for the trading 
accoun t for th e New System . At Decem ber 31, 2003, th e pledged bills' carryin g value was 
$789,866. Th e Fun d is also required to maintain a margin accoun t to serve as the source of funds 
for an y re quire d variation margin. At December 31, 2003, the m argin accoun t's balan ce was  
$5,439,571. 

The Fun d is required to pledge $180,000 in treasury bills as collateral for the trading accoun t 
for the Old System . At December 31, 2003, the pledged treasury bills' carrying value was 
$179,969. Th e Fund is also required to maintain a margin accoun t to serve as the source of funds 
for an y re quired m argin ~riation. At Decembe r 31, 2003, the m argin accoun t's balan ce was 
$4,147,844. 

12. NOTES RE CEIVABLE: 

During the year ended Decem ber  31, 2003, 
re ceivable from  eight corporations an d partnerships. 
follows: 

the New System  of the Fun d had notes 
The term s an d details of th e notes are as 

a) On October 1, 1997, the Fun d loan ed $3,000,000 to W eston Lakes Coun try Club an d 
Sierra Golf Corp. (the Corporations). The loan bears interest at 9% which is due in 
quarterly ins tallm ents comm en cing from  th e date of th e loan . Principal is to be paid in 
quarterly ins tallm ents comm encing Jan uary 31, 2002 an d ending Jan uary 31, 2008. 
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On December 15, 2000, the agreem ent was am ended. Effective on that date, th e loan 
bears interest at 9% , which is due in quarterly installm ents comm encing from  the date 
of th e am ended loan  agreem ent. Intere st is to be paid in  quarterly installm ents 
com m encin g Febru ary 15, 2001 and ending Decem ber 15, 2005, when, unless sooner 
paid in  full, all un paid principal and interest shall be due and payable. The note is 
collatemlized by a deed of trust granting a m ortgage ranking in first position on the 
property an d improvem ents of W eston Lakes Coun try Club. 

On December 15, 2000, the Fun d loan ed an  additional $400,000 to the corporations. 
The loan  be ars interest at 9% , which is due in quarterly installm ents comm encing from  
the da te of the loan  agreem ent. In tere st is to be paid in quarterly installm ents 
com m en cing M arch 15, 2001 an d ending Decembe r 15, 2005, when, unless sooner 
paid in full, all unpaid principal an d intere st shall be due an d payable. The note is 
collateralized by a second lien deed of trust on th e property and im provem ents of 
W eston Lak es Coun try Club. 

on  December 5, 2002, the agreem ent was again amended. Effective on that date, the 
Fun d received a principal payment of $2,663,000 an d a new second lien promissory 
note was issued in the amoun t of $737,000. The loan  bears interest at 9%, which is due 
in quarter ly ins tallm ents comm encing Decem be r 15, 2002. In tere st is to be paid in 
quarter ly installm en ts beginning on th at da te and ending De cember 15, 2004, when, 
unless sooner paid in full, all un paid principal an d intere st shall be  due an d payable. 
The note is collateralized by a second lien deed of trust on the property an d 
improvem ents of W eston Lakes Coun try Club. Th e loan  was paid in  full dmfng the 
year ended December 31, 2003. 

Th e Fun d eamed interest of $43,252 which is recorded as investment income. 

Th e Fun d has loaned $1,760,000 to BSL Golf of California, Inc. The loan  be ars 
intere st at 8.5% , due in quarterly installm ents. Principal is to be paid in quarterly 
installments commencing Jan uary 31, 2004  un til the balan ce due is $10,000. The 
remaining $10,000 will be due on Jan uary 14, 2037. 

Th e Fun d m ay, by giving written  notice of its desire to do so on or before July 31, 
2004, accelerate the balan ce due un der th e loan , an d in  said event, BSL is required to 
pay, on Jan uary 31, 2005, all unpaid am oun ts of principal, in terest, 20%  of net cas h 

flow or projected net cash flow through the year 2002 (whichever is greater) and 20% 
of th e am oun t by which the appra ised value of th e property an d im provem en ts exceed 
th e aggregate value of the sum  due un der  this note an d the senior indebtedness. In  the 
event th e Fun d does not elect to accelerate th e loan, BSL may give written notice of its 
desire to do so alter July 31, 2004 but on or be fore October 31, 2004 , to prepay this 
note as of January 31, 2005 under th e sam e term s as th e Fun d's acceleration. 
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The note is collateralized by a deed of trust granting a mortgage ranking in second 
position on property and im provem ents for BSL's golf course facilities. As of 
Decem ber 31, 2001 the first m ortgage on th e property and improvem ents was 
$15,000,000. As additional collateral, the Fund holds a security interest in 1,000 shares 
of the stock of BSL. Additional interest of the greater of 20% of net cash flow (gross 
income of the property less operating expenses of the property) or projected net cash 
flow (as detailed in the loan  agreement) is due in annum installments commencing 
Jan uary 31, 2000, until the note is paid in full. The balan ce of the loan is $1,760,000 at 
Decem ber 31, 2003. For th e year en ded Decem ber 31, 2003, th e Fund earned interest 
(including additiona l interest) of $163,817 which is recorded as investment income. 

On Novem ber 21, 2001, the Fun d loan ed $4,100,000 to the Spilim an  Development 
Group, Ltd. (the partnership). Th e loan  bears interest at 10% an d has be en prepaid 
through th e second anniversary of the note. Thereafter, all interest which has accrued 

from the second anniversary date through  Decembe r 31, 2003 will be due an d payable 
on or before Decem ber 31, 2003. Henceforth, intere st will be due in quarterly 
installments. Unless sooner accelerated, a balloon principal payment of $4,090,000 
will be  payable on Dec ember 31, 2011. Thereafter, the remaining $10,000 will be  
payable on or before Decem ber 31, 2099. 

Th e Fund m ay, by giving written notice of its desire to do so on or be fore April 30, 
2006, accelerate the balan ce due under the loan ~md, in said even t, the partnership is 
required to pay all un paid principal to an  unpaid balance of $10,000, plus all accrued 
intere st with  respect to th e sim ple intere st component an d th e additional interest 
component. Th e partnership will subsequen tly be required to pay to the Fun d the 
applicable prepaym ent penalty as provided for in  the agreem ent. 

Th e note is collateralized by a deed of trust granting a m ortgage ranking in second 
position on property an d im provem ents for th e Spillm an Ranch golf co urse. Additional 
interest of the greater of 17% of net cash flow (gross income of the property less 
operating expenses of the property) or priority net cash flow (as detailed in the loan 
agreement) is due in annual installments commencing the last day of April following 
the first calendar year during which there is positive net cash flow or the priority of net 
cash flow payment required in conjun ction with the loan is greater than zero. The 
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d) The Fund had a note receivable of $1,195,841 from Riverwood Estates Phase I, L.L.C. 
(Riverwood) as a result of its investment in Firewood Estates, L.L.C. (see Note 14). 
The loan bore intere st at 10% , comm encing from  the date of the advan ce of the funds, 
with paym ents due in quarterly installm ents comm encing June 30, 2001. The principal 
balan ce was paid in full during the year en ded Decem ber 31, 2003. For th e year  ended 
December 31, 2003, the Fund earned interest of $97,451 which is recorded as 

e) On December 2, 2002, the Fund loaned $2,900,000 to GreenTech Pan els, L.L.C. (the 
corporation). Th e loan bears interest at 12% and has been prepaid through the first 
anniversary of the note. Th ereafter, principal and interest will be  due in sixteen 
quarterly installm ents as follows: th e fast four installm en ts shall be of accrued interest 
only be ginning on February 5, 2004. Th e rem aining twelve in stallm ents shall be  
installmen ts of principal an d interest in the amoun t of $291,340 each. Th e loan  is 
subordinate and subject in righ t of payment to the prior paym ent in full of all senior 
indebtedness of the corporation. 

As consideration for th e closing an d filnding of th e subordin ated debt, the Fund has 
been granted a 23.5%  m embe rship interest in the corporation. Th e balan ce of the loan  
is $2,900,000 at December 31, 2003. For the year ended December 31, 2003, the Fun d 
earn ed interest of $348,000 which is recorded as investm ent income. 

On November 12, 2003, the Fun d loaned an  additional $1,000,000 to the corp oration. 
Th e loan be ars intere st at th e prim e rate as published in the W all Street Journal plus 

2%. Th e loan is due on demand. The loan is subo rdinate and subject in righ t of 
paym en t to the prior paym ent in full of all senior indebtedness of the corp oration. For 
the year ended Decembe r 31, 2003, the Fund earned interest of $7,333 which is 
re corded as investm ent incom e. 

On M arch 19, 2003, the Fun d loaned $5,000,000 to American  Pension Consultants, 
L.L.C. (the corporation). The loan bears interest at 9.5%, commencing from the date 
of th e advan ce of th e funds, with  paym ents due in quarterly installm ents com m encin g 
M arch 31, 2003. The principal balance is due at a date mutually agreed to by th e 
Fund an d the corporation. The loan  is collateralized by a minimum of $5,250,000 of 
life insur ance policies to be pur chased with  the loan proceeds. For th e year  ended 
Decem be r 31, 2003, the Fun d earned interest of $371,087, which is recorded in 
investm ent incom e 
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On April 16, 2003, the Fund loaned $2,150,000 to Santa M afia Interest, L.L.C. (the 
corporation). The loan bears interest at 10%, commencing from the date of the 
advan ce of th e funds, with paym ents due in quarterly installm ents beginning on June 
30, 2003. The principal balan ce is due on April 15, 2005. The loan is subordinate 
an d subject in fight of paym ent to the prior paym ent in full of the senior indebtedness 
of the corporation. Th e balan ce of the loan  is $1,853,440 at December 31, 2003. For 
the year ended December 31, 2003, the Fund earned interest of $134,498, which is 
recorded in investm en t in com e. 

h) On May 9, 2003, the Fund loan ed $6,300,000 to Lakewood Restoration Partners, Ltd. 
(the partnership). The loan  bears interest at 9%, commencing from the date of the 
advan ce of th e funds, with  paym ents due in quarterly in stallm ents comm encing Jun e 
30, 2003. The principal balance is due on M ay 10, 2005. During th e year ended 
December 31, 2003, the Fund loaned an  additional $446,434 to the partnership 
subject to the terms of the original agreement. Th e loan is collateralized by the 
property an d im provem ents of th e partnership whi ch in cludes a golf course. Th e 
balan ce of the loan s is $6,746,434 at December 31, 2003. For the year ended 
December 31, 2003, the Fund earned interest of $389,759, which is recorded in 
investm ent incom e. 

STM ENT IN  PARTNERSHIPS 

During th e year en ded December 31, 2003, th e New System  of th e Fun d had investm ents in 

eigh t partnerships as follows: 

a) The New System of the Fund ha s an  investm ent of $5,223,849 as a limited partner in 
First America Asia Fund I, L.P. (the partnership). Th e parmership was formed to 
achi eve significant long-term  capital gain s through investm ent in holding com panies 

owned by companies which will use the funds to invest in private joint ventures in 
Asia, excluding Japan . 

Net in com e or loss is allocated on an  annual basis to th e capital accoun ts of the partners 
in proportion to th eir respective capital accounts. The Fun d's share of partaership loss 
for 2003 was $2,568,177 an d is recorded in investm ent income in the financial 
sta tem ents . 

b. The New System of the Fund has committed to invest $2,000,000 in Trans-Europe 
Buyout Partners III, L.P. (the partnership). As of December 31, 2003, the Fun d has 
invested $1,100,000 in the partnership. Th e parmership was formed to qualify as a 
Professional Investor Fun d an d th ereafter to invest in buyout funds. As of Decembe r 
31, 2003, the Fun d has an  investm ent of $1,360,115 in the partnership. 
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Net incom e or loss is allocated on an annual basis to the capital accounts of th e partners 
in  proportion to their capital com m itm ents. The Fund's share of partnership incom e for 
2003 was $192,533 an d is included in investm ent income. 

c. The New System of the Fun d has committed to invest $3,000,000 in Trans-Europe 
Buyout Partners IV, LP. (the partnership). As of December 31, 2003, the Fun d has 
invested $1,650,000 in the partnership. Th e partnership was formed to qualify as a 
Professional Investor Fun d an d thereatier to invest in buyout finds. As of Decem ber 
31, 2003, the Fund has an investment of $1,833,884 in the partnership. 

Net incom e or loss is allocated on an  annual basis to the capital accoun ts of the partners 
in proportion to their capital com m itm ents. Th e Fun d's share of partnership incom e for 
2003 was $278,096 an d is included in investm ent inco me. 

Th e New System of the Fun d committed an d invested $2,000,000 in the Clarion CRA 
Hedge Fun d, L.P. (the partnership). The partnership was form ed to serve as a fund 
through whi ch the assets will be utilized to invest, hold an d trade in securities an d oth er 

financial insaxanents, an d figh ts an d options relating thereto. As of December 31, 
2003, the Fun d has an  investment of $2,508,561 in the partnership. 

Net incom e or loss is allocated on an  annual basis to th e capital accounts of the partners 
in pro portion to their capital comm itm ents. Th e Fund's share of partnership incom e for 
2003 was $485,105 an d is included in investment income. 

e. Th e New System  of the Fund has committed  to invest $3,000,000 in the LEM  Real 
Estate Mezzanine Fun d, L.P. (the partnership). As of December 31, 2003, the Fun d ha s 
invested $743,051 in the partnership. The partnership was form ed to seek curren t an d 
deferred returns through  investments in high  yielding, subordinated real estate related 
debt an d preferred equity interests including junior or subordinated mortgage loan s, 
loans secured by pledges of partnership interests, preferred equity investm ents an d 
oth er high-yielding investm ents collateralized by various types of re al estate properties. 
As of Decembe r 31, 2003, the Fun d has an invesWaent of $727,103 in the partnership. 

Net losses ar e allocated to th e partners in proportion to th e partners ' participating 
percen tages. Net incom e is allocated and based on the pam aers ' respective ownership 
interests. Th e Fun d's share of partnership income for 2003 was $19,032 an d is 
included in investm ent incom e. 

f. The New System of the Fun d has committed an d invested $387,841 in the OCM  
Mezzanine Fun d, L.P. (the partnership) net of distribution of $74,659. The partnership 
was form ed for the purpose of allowing qua lified investors to pool their assets to invest 
in m ezzanine investmen ts. As of Decembe r 31, 2003, th e Fun d has an  investm ent of 
$368,866 in the partnership. 
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Net incom e or loss is allocated to the capital accounts of the partners in proportion to their 

capital commitments. The Fund's share of partnership loss for 2003 was $10,436 and is 
included in investm ent income. 

The New System of the Fun d has committed to invest $3,000,000 in M ontagu Newhan 
Global Partners II, L.P. (the partnership). As of December 31, 2003, the Fun d has 
invested $60,000 in the partnership. The partnership was formed to generate significant 
returns for its partners, principally through long-term capital appreciation, by m aking, 
holding and disposing of privately negotiated equity and equity-related investments, 
principally in venture capital and private equity partnerships and operating compan ies. 
As of December 31, 2003, the Fund has an  investm ent of $21,275 in the partnership. 

Net incom e or loss is allocated to the capital accoun ts of th e partners generally in 
proportion to th eir respective ownership in terests. The Fun d's share of partnership loss 
for 2003 was $38,725 an d is inehided in investment income. 

The New System of the Fund has comm itted to invest $5,000,000 in Kreate Fund No. 1 
Ltd. (the partnership). As of December 31, 2003, the Fun d has invested $2,732,567 in 
the partnership. Th e partnership was form ed to acquire strategic com m ercial real estate 
properties occupied by public sector tenants meeting established criteria for conversion 
to a capital lease program . As of December 31, 2003, th e Fund has an  investm ent of 
$2,611,877 in the partnership, net of capital distributions of $86,835. 

Net incom e or loss is allocated to the capital accounts of th e partners in  proportion to 
their respective ownership interests. The Fun d's share of partnership loss for 2003 was 
$33,865 and is included in investm ent incom e. 

14. INVESTM ENT IN LIM ITED LIABILITY CORPORA TION S 

During the year  ended Decembe r 31, 2003, the New System  of the Fund had investm ents in 
eleven lim ited liability corporations as follows: 

a. The Fun d has an investm ent of $3,726,764 in Flashover Properties, L.L.C. (Flashover). 
The Fund is th e sole m em ber of Flashover. Flashover has invested solely as a lim ited 

partner in the South Peters Hotel Investors, L.P. (the partnership). The partnership was 
formed for the purp ose of acquiring, developing an d operating a hotel an d parking garage 
complex. 

Net in com e of th e partnership is allocated to the capital accounts of the partners based upon 
each partner's capital contribution in relation to the total capital contributions m ade or 
required to be m ade by all of its partners. In addition, Flashover was entitled to an  annual 
return of seven an d one-half percent on its capital contribution, which accrued from th e 
date of investm ent of the capital contribution un til the date of operation of th e hotel. 

Flashover is also entitled to an  annual priority return of fourteen percent of its capital 
contribution from the da te the hotel is in operation. Th e hotel began operations near th e 
end of 2000. Flashover reported a loss for 2003 in the amoun t of $283,360. The loss was 
recorded as investm ent income (loss) in the financial statements of the Fund. 
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b. The Fund is the sole m ember of a lim ited liability corporation nam ed Firewood Estates, 
L.L.C. (Firewood). Firewood is a 30% member of Riverwoo d Estates Phase I, L.L.C. 
(Riverwood), which was formed to develop unimproved property in St. Rose, 
Louisiana. Since the Fun d is th e sole m ember of Firewood, th e assets of Firewood are 
consolidated with  the Fun d. The assets inehide a note receivable from  Riverwood 

(detailed in Note 12) and the investment in Riverwood of $419,199. 

For the year ended December 31, 2003, the Fund earned interest of $97,457 on the 
note, which is recorded in investm ent income. Th e Fun ds' share of Riverwood's net 
income was $55,539 which is recorded in investment income. 

Th e New System of the Fun d has committed to invest $4,000,000 in the W ilton Private 
Equity Fund, L.L.C. (the corporation). As of December 31, 2003, the Fun d has 
invested $1,381,541 in the corporation. Th e corporation is a Delaware limited liability 
corp oration that invests in closed-end private investm ent funds that target investm ents 
in leveraged buyouts, m ezzanine fmancings, distressed debt, natural re sources an d 
venture capital. As of December 31, 2003, the Fun d has an investm ent of $1,421,351 
in the corporation, net of distributions of $47,215. 

For the year  ended December 31, 2003, th e Fund's sha re of th e corpora tion's net 
income was $4 7,325, which is recorded in investmen t income. 

The New System of the Fund has invested $200,000 in 725 Heavens, L.L.C. (the 
company). The Fund has a 28.571% interest in the compan y, which was formed to 
own and operate an  apartm ent complex in M an deville, Loui siana. At December 31, 
2003, the Fun d has an  investment of $201,647 in the company. 

Net incom e or loss of the company is allocated as follows: 

1. To th e m em be rs an d assignees un til cum ulative profits allocated are equal to all 
prior cum ulative losses allocated. 

2. To th e m em bers in th e investor group un til th e cum ul ative profits allocated is equal 
to the stun of the priority return actually paid to the membe rs. 

3. Until the adjusted contributions of the members in the investor group have been 
reduced to zero according to th eir sharing ratios per the operating agr eem en t. 

4. After the adjusted contributions noted above have been reduced to zero, to the 
m em bers an d assign ees in proportion to an y cash di stributions  made pursuant to th e 
opera ting agr eem ent. 

Th e Fund's share of the compan y's net loss was $10,872 which is recorded in 
investm ent incom e. 
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e. The New System of the Fund has comm itted to invest $4,000,000 in the 
Intercontinental Real Estate Inveslnaent Fund III, L.L.C. (the corporation). As of 
December 31, 2003, the Fun d ha s invested $720,000 in the corporation. The 
corporation is a closed-end, comm ingled real estate investm ent fund which targets 
properties which are generating a current return and also have th e potential for capital 
appreciation through some degree of asset repositioning, re-tenanting or through  
physical or financial repositioning. As of Decem ber 31, 2003, th e Fund has an 
investm ent of $692,495 in the corporation. 

For th e year  ended Decem ber 31, 2003, th e Fund's share of th e corp ora tion's net loss 
was $27,505, which is recorded in investment income. 

f. Th e Fund ha s committed an d invested $3,000,000 in the Endgame Entertainment 
Fund, L.L.C. (the corporation), a Delaware limited liability corporation that was 
created to enable its investors to participate in entertainm ent investm ent opportunities 
across a variety of sectors at various stages of funding. As of Decem be r 31, 2003, 
the Fund ha s an  investm ent of $2,882,196 in the corp oration. 

g, 

For th e year ended Decem ber 31, 2003, the Fund's share of th e corp oration's net loss 
was $117,804, which is included in investment income. 

The Fun d ha s comm itted an d invested $500,000 in PM AT Th e Prado Investm ent, 
L.L.C. (the corporation), a Delaware limited liability corporation that was created to 
acquire, operate an d m an age a retail shopping center in Bonita Springs, Florida. As 
of Decembe r 31, 2003, the Fun d has an  investm en t of $431,323 in the corporation. 

For th e year  ended Decem ber 31, 2003, th e Fun d's share of th e corp oration's net loss 

was $68,677, which is included in investm ent income. 

Th e Fund ha s committed an d invested $250,000 in Hillcrest Apartment Homes, 
L.L.C. (the corporation), a Louisian a limited liability corporation tha t was formed to 
own an d opera te an  apartm ent com plex in M obile, Alabam a. A s of December 31, 
2003, the Fun d has an investm ent of $240,086 in the corporation. 

For th e year  ended Decem ber 31, 2003, the Fun d's shar e of the corp oration's net loss 
was $9,914, which is included in investm ent income. 

i. The Fun d ha s committed and invested $650,000 in PMAT M omingside Plaza, L.L.C. 
(the corporation), a Delaware limited liability corporation that was formed to acquire, 
operate an d manage a retail shopping center in Dade City, Florida . As of December 
31, 2003, the Fun d has an  investm ent of $646,625 in the corp oration. 

For th e year  ended Decem ber  31, 2003, th e Fun d's shar e of the corp oration's net loss 
was $3,375, which is included in investm en t income. 
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The Fund has an investment of $21,379 in San ta M afia Interest, L.L.C. (the 
corporation), a Louisiana limited liability corporation that was formed to develop, 
own and operate a residen tial developm ent in Baton Rouge, Louisiana. The Fun d 

also has a note receivable from the corporation (detailed in Note 12). 

For the year ended December 31, 2003, the Fond earned interest of $134,498 on the 
note, which is recorded in  investm ent incom e. The Fun d's shar e of th e corp oration's 
net income was $21,379, which is included in investm en t income. 

Th e Fon d has an  investm en t of $180,734 in GreenTech Pan els, L.L.C. (the 
corporation), which was established to build an d operate the first North American 
th in fire retardant particleboard m ini-mill, utilizing 100%  recycled post-consum er 
waste wood as raw m aterial. Th e plan t is located in Shreveport, Loui siana. The 

Fon d also has a note receivable from the corporation (detailed in Note 12). 

For the year en ded Decem be r 31, 2003, the Fon d earned interest of $355,333 on the 
note, whi ch is recorded in  investm ent incom e. Th e Fund's share of th e corpora tion's 
net income was $180,734, which is included in investm ent income. 

The New System of the Fon d committed an d invested $9,204,364 in the OCM  Emerging 
M arkets (Cayman ) Fon d, Ltd. (the corporation), a Caym an Islan ds corporation that acts solely as a 
feeder fund and invests all of its assets in the OCM Emerging Markets Fon d, L.P. (the 
parmership). Th e partnership invests in equity securities and obligations of em erging markets 
entities with a prim ary emphasis on Asia excluding Japan  an d a secondary em phasis on Latin 
Am erica, Eastern  Europe an d Russia. Th e partner ship focuses prim arily on listed equi ties but, in 
some instances, may also invest in private or unlisted equity interests, debt securities an d 
derivative products. Th e partnership also engages in short se lling strategies and m ay leverage its 
capital. As of Decem be r 31, 2003, the Fon d has an investm en t of $10,100,492 in the corporation. 

Th e corp oration's net incom e for the year  ended Decembe r 31, 2003, which includes incom e 
from foreign c~ cy transactions, was $607,486 an d is included in investm ent income. 

During the year  ended Decembe r 31, 2003, the New System of the Fon d had invested in 
mutual funds  as  follows: 
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The New System of the Fund has invested $4,000,000 in Structured Servicing 
Holdings (Offshore), Ltd. (the "Company")(a Cayman Islands exempt company). The 
Company was form ed as an offshore feeder fund of Structured Servicin g M aster Fun d, 

L.P. (the "Master"), an d in 2003 invested substantially all of its net assets in the 
Master. Th e objective of the Compan y is to buy an d hold nonconforming interest-only 
strips which are subject to exposure to mortgage prepayment risk. At Decem ber 31, 
2003, the Fun d has an  investment of $4,830,408 in the Compan y. 

The Fund's share of income from the mutual fund for 2003 was $393,063 an d is 
included in investment income. 

b. The New System of the Fun d has invested $2,000,000 in the Clinton M ultistrategy 
Fun d, Ltd. (the "Compan y")(a Caym an  Islan ds exempt compan y). Th e Compan y was 
form ed as a feeder fund of the Clinton Multistm tegy Master Fun d, Ltd. (the 
"M aster")(a Cayman  Islan ds exempt compan y) an d invests exclusively in the Master. 
Th e primary objective of the Company is to achieve above-average growth through 
worldwide investm ents in fixed-income an d equiW related securities while 
em phasizing preserv ation of capital. At Decem ber 31, 2003, the Fun d has an  
investm ent of $2,174,472 in the Company. 

Th e Fund's share of income from the mutual fund for 2003 was $50,457 an d is 
included in investm ent income. 

The New System of the Fun d has invested $3,000,000 in the M eridian  Diversified 
Fund, Ltd. (the "Company")(a Cayman Islands exempt compan y). Th e Company 
engages principally in a diversified investm ent strategy utilizin g a m ulti-m anager  
approach to invest in securities. At December 31, 2003, the Fun d has an  investm en t of 
$3,216,234 in the Compan y. 

The Fun d's share of income from the mutual fund for 2003 was $236,034 an d is 
included in investm ent income. 

Th e New System of the Fund ha s invested $9,693,275, net of redemptions, in the 
Fletcher Income Arbitrage Fund, Ltd. (the "Compan y")(a Cayman Islan ds company). 
The Compan y was formed as a feeder fund that invests in an  affiliated m aster fund, 
Incom e Arbitrage Corporation. The purpose of the Com pan y is to engage in th e 
business of Wading finan cial instrum ents through proprietary trading as  well as 
investing in the master fund. At Decem ber 31, 2003, the Fun d has an  investm en t of 
$10,068,736 in the Compan y. 

The Fun d's share of income from the mutual fund for 2003 was $382,913 an d is 
included in investm ent income. 
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The New System of the Fund committed and invested $1,000,000 in the M LM  Index Fund 
(the trust), a Delaware business trust that invests in commodities futures. The trust is a recognized 
benchm ark of the return s available to a futures investor. It is based on daily closin g prices of th e 
nearby contract m onth  of a portfolio of the m ost active fu tures m arkets. As of December 31, 2003, 
the Fund has an  investment of $1,04 7,04 7 in the trust. 

For the year ended December 31, 2003, the Fun d's share of the trust's net income was 
$47,047, which is included in investment income. 

EREST RA TE SW APS 

The Fun d uses interest ro te swaps as  a hedge against its investm ent in the Fletcher Incom e 
Arbitrage Fun d. Under  this agreement, th e Fun d has agreed to pay interest to th e coun terparty on a 
notional principal am oun t at a floating rate indexed to LIBOR, and receive interest at a floating 
rate indexed to Lehm an  Broth ers U.S. Aggregate index. The am oun ts of interest exchanged are 
calculated on th e basis of notional principal am ounts. Such interest rate swaps are designated an d 
qualify as  cas h flow hedges under Statem ent of Finan cial Accoun tin g Standards No. 133, 
"Accoun ting for Derivative Instrum ents an d Hedgin g Activities", as am ended. Th e Fund assum ed 
no ineffectiveness in th e re spective hedging relationships. Any gain or loss on th e interest rote 
swap was  offset by th e expected future cash flows on the m utual fund. 

Inform ation on the interest rate swap is as follows: 

Notional am ount 
Receiving interest rate 

Paying interest rate 
Effective date 
Term ination da te 

$10,000,000 
Lehm an Broth ers U.S. 
Aggregate Index 
LIBOR plus 0.55%  
M ar ch 15, 2003 
Th e ear lier of April 1, 2004 or th e last da y 
of an y calculation period provided fifteen 
da ys written notice 

The net income of th e interest rote swap included in investm ent income is $136,04 8 

Th e Fun d is exposed to credit loss in the event of nonperform an ce by the swap 
coun terparty; however, th e Fun d does not currently an ticipate nonperform an ce by the 
coun terparty. 
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PAR VALUE OF BONDS ORIGINAL COST 

Cash equivalents $ 
Bonds: 

U.S. Government 

and Agency Issues 

Corporate bonds 
Foreign bonds 

Stocks 

Notes receivable 

M utual funds 

Investment in corporation 

Investm ent in limited 

liability corporations 

Investment in partnerships 

Investm ent in trust 

N ew  

System  
Old New Old 
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M ARK ET VALUE 
New Old 

$ $ 15,110,123 $ 8,180,978 $ 15,111,179 $ 8,181,330 

1,670,669 

24,230,355 
2,189,000 

1,717,012 

23,044,425 

2,024,812 

47,870,801 

23,359,874 

18,693,275 
10,186,244 

10,668,718 

13,890,063 

1,008,675 

10,863,799 

14,655,530 

1,047,047 
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Accounting, auditing and legal 

Actuary fees 

Depreciation 

Employee benefits 

Insurance 

Inteffund allocation 

Payroll and payroll taxes 

Postage 

Professional - m edical 

Rent 

Telephone 

TOTAL 

N ew 
System 

$ 

323,187 

2,795 
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Old 
System 

197,367 

51,990 

36,151 

3,726 

124,410 

(323,187) 

20,701 

3,773 

226,791 

88,491 

9,748 

11,000 

40,126 

5~567 

496.654 



YEAR 

1998 
1999 
2000 
2001 
2002 
2003 

YEAR 

1998 
1999 
2000 
2001 
2002 
2003 

FIREFIGHTERS' PEN SION AND RELIEF FUND 
SUPPLEM ENTARY INFORM A TION 
SCHEDULES OF CONTRIBUTIONS 
DECEM BER 31. 1998 THROUGH 2003 

NEW  SYSTEM  

A~ ariai 
Required 

ConWibutions 
Employer and 

Other 
Sources 

$ 17,878,316 
18,978,384 
19,035,820 * 
21,436,565 ** 
20,757,831 *** 
20,768,067 **** 

Percent 
Con~ buted 
Employer and 

Other 
Sources 

%  

96.59 %  
92.87 
93.75 
84.29 
92.05 
88.30 

* For actuarial purposes the contributiom  received differs from  the audited 
contribution income. The audited amount includes contributions receivable 
of $152,754,748, in accordance with generally accepted accoun ting principles. 
For actuarial purposes, the receivable is not deem ed  an asset of the Fund. 

* * Th e percen t contributed employer includes $17,167,452 received  from the 
trust which reduced  the contributions receivable. 

*** Th e percent contributed employer includes $18,080,760 received from 
the trust which redu ced  the contribution rece ivable. 

**** The peiv, ent co ntributed em ployer includes $17,205,888 received from the 
trust which reduced the co ntribution receivable. 
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Actuarial 
Valuation 

Date. 

Actuarial 

Valuation 

Assets 

Actuarial 

Accrued 

Liability 

(AAL) 

Unfunded 

AAL Funded 

(UAAL) Ratio 

December 31, 1998 $ 9,251,250 $ 173,513,041 $ 164,261,791 

Decem ber 31, 1999 

December 31, 2000 * 

9A22,770 

9,424,836 

December 31. 2002 * 11,019,885 

December 31, 2003 * 11,791,787 

166,889,660 

172,456,220 

173,378,296 

171,162,515 

163,o31,384 

163,113,473 

160,142,630 

163,330,246 

UAAL As A 
Percentage 

Covered Of Covered 
Payroll Payroll 

5.33 % $ 207,315 

5.65 130,608 

5.47 4.4,040 

5.92 

6.88 

7.22 

79,233 % 

120,565 

370,189 

N/A 

N/A 

N/A 

*The actuarial valuation of assets differs from  the audited net assets held in trust for pension benefits. 

The audited amount includes contributions receivable of $98,169,136, $97,752,824, $128,406,475, and 
$152,754,748 for the years ended December 31, 2003, 2002, 2001 an d 2000, respectively, in accordance 
with accounting principles generally accepted in the United States of America. For actuarial purposes, 

the receivable is not deemed an asset of the Fun d. 



 

FIREFIGHTERS' PEN SION AND RELIEF FUN D 
OF THE CITY OF NEW  ORLEAN S 
SUPPLEM ENTARY INFORM A TION 

NOTES TO SCHEDULES OF CONT RIBUTION S AND 
SCHEDULE OF FUND ING PROGRE SS 
DECEM BER 31. 1998 THROUGH 2003 

PAGE 38 

The information presented in the Schedules of Contributions and the Schedul e of Funding Progress was 
determ ined as  part of the actuarial valuations at th e dates indicated. Additional inform ation as of the 
latest actuarial valua tion follows: 

Valuation Date 

Actuarial Cost M eth od 

Asset Valua tion M ethod 

Actuarial A ssum ptions: 
Investm ent Rate of Return  

Projected Salary Increases 
Cost of Living Adjustments 

Am ortization M eth od: 

Rem aining Am ortization Period: 

New System : The Aggregate Level Norm al Cost 
M eth od. 

Old System : Entry Age Normal Cost M eth od. 

New System : 

Market value adjusted to average realized and 
unrealized capital gains over a three year period. 

Old System : M arket value. 

7.5%  
5%  
The present value of future retirem ent benefits is 
based on benefits currently being paid by th e Fund 
and includes previous ly granted cost of living 
increases. The pre sent values do not include 
provisions for potential fu ture increases not yet 
authorized by th e Board of Trustees. 

Th e am ortization period is for a specific num ber of 
years with paym ents at a level am ount. 

9 years 
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INDEPENDENT AUDITOR'S REPORT ON COM PLIAN CE AND 
ON INTERN AL CONTROL OVER FINANCIAL  RE PORTING 

BA SED ON AN AUDIT OF FINANCIAL STATEM EN TS PERFORM ED 
IN  ACCORDAN CE W ITH GOVERNM ENT AUD ITIN G STANDARD S 

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

June 10, 2004 

W e have audited the financial statem em s of the Firefighters' Pension and Relief Fun d of th e City of New 
Or leans as of and for th e year ended Decem ber 31, 2003, and have issued our report th ereon dated Jun e 10, 2004. 
W e conducted our  audit in accordance with  auditing standards generally accepted in th e United States of 
Am erica and th e standar ds applicable to financial audits contained in Government Auditing Standards, issued by 
the Comptroller General of the United States. 

As part of obtaining reasonable assurance about wheth er the Firefighters' Pension an d Relief Fund of th e 
City of New Or lean s' finan cial statements are free of material misstatement, we performed tests of its complian ce 
with certain provisions of laws, regulations  an d contracts, noncomplian ce  with which could have a direct and 
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The Fund does not have any procedures in place to perform an independent review for the 
completeness of interest and dividend incom e. Procedures should be in place to determ ine that all 
investment incom e is properly received an d recorded. If the Fun d does not perform  a review of incom e 
received on investm ents, it risks the possibility of loss of funds. W e reco mm end the Fun d develop an d 
im plem ent procedures to perform  this independent review . Th e indepen dent review of intere st an d 
dividen ds  co uld be accom plished by either having the m oney m anagers perform  th e review an d provide 
the Fund with  certification that all interest an d dividends  that shoul d have been received were received; 
or by revi ewing the trust statem ents and performing an  overall test. 

A m aterial weakness is a condi tion in which th e design or operation of one or m ore of the 
internal control com ponents does not reduce to a relatively low level th e risk that misstatem ents in 
am oun ts that would be ma terial in re lation to the financial statem ents being audited ma y occur  and not 
be detected within a tim ely period by em ployees in th e norm al cour se of perform ing th eir assigned 
functions. Our  consideration of th e internal control over f'man cial reporting woul d not necessarily 
di sclose all m atters in th e intem at control tha t m ight be reportable conditions an d, accordingly, woul d 
not disclose all reportable conditions that are also considere d to be m aterial weaknesses. However, we 
believe th e re portable condition described above is not a m aterial weakness. 

This report is intended solely for the use of the City Council, Board of Trustees, an d the Offi ce of 
the Legislative Auditor of the State of Louisiana, an d is not intended to be an d should not be used by 
an yone oth er than  th ese specified parties. Under Louisian a Revi sed Statute 24:513, this report is 
distributed by the Legislative Auditor as a public document . 

Duplantier, H rapmann, H ogan & M aher, L.L.P 
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Legislative Auditor 
Engagem ent Processing 
Post Office Box 94397 
Baton Rouge, LA 70804-9373 

Dear Sir or M adam : 

340 Poydras St., Suite 2000 ~ New Orleans, LA 70112 
(504) 586-8866 

FAX (504) 525-5888 
cpa~dhhmcpa.com 

SCHEDULES AND DATA COLLECTION FORM  
SECTION 1: SUM M ARY OF AUDITOR'S REPORTS 

A. FIN ANCIAL STATEM ENT AUDIT OPINION 

AJ. D~  ~ , CJ'.A. 
(1919-1985) 

l~]~blx J, IW.APMA/O~. JIL C.I'.A. 
(1919-1990) 

WILLIAM R. HOGAN, Jl~ C.P.A. 
(1920-1996) 

JAMES MAHEI~ Jl~ c.P.x. 
(1921-1999) 

M EM BERS 
AMERICAN INS1TrWIE OF 

CERTIFEgD PUBLIC ACCOUNTANTS 
SOCIETY OF LA C.P.A.'S 

June 10, 2004 

W e have audited the financial statem ents of th e Firefighters Pension and Relief Fun d of the City of N ew 
Orleans as of and for the year  ended December 31, 2003 and ha ve issued our report thereon dated June 10, 
2004. W e conducted our audit in accordance with  auditing stan dards gen erally accepted in the United 
States of Am erica and the standards  applicable to financial audits contained in Government Auditing 
Standards, issued by th e Com ptroller  General of the United States. Our audit as of Decem ber 31, 2003 
resulted in an unqualified opinion. 

RE PORT ON COM PLIAN CE AN D ON INTERNAL CONTROL OVER FIN AN CIAL 
RE PORTIN G: 

Intern al Control: 

M aterial weaknesses - None noted 
Reportable conditions - See current year finding 03-01 below 

Com pliance: 

Noncomplian ce m aterial to financial statements - None noted 

M anagem ent Letter: 

See current year fin ding 03-02 below. 

FEDERAL AW ARDS 

N/A 



Legislative Auditor 
Engagem ent Processing -2- 

SECTION 2: FIN ANCIAL STATEM ENT FIND IN GS 

A. CURRENT YEAR FIND IN GS 

03-01 Interest and Dividend In com e 

June 10, 2004 

The Fun d does not have any procedures in place to perform  an  indepe ndent review for the 
completeness of interest an d dividend incom e. Procedures should be in place to determ ine that all 
investmen t incom e is properly received an d recorded. If the Fund does not perform  a review of 
income received on investmen ts, it risks the possibility of loss of funds. W e recommen d the Fund 
develop an d im plem en t proce dures to perform  this indepen den t review. Th e independen t review of 
intere st an d divi dends co uld be aceom pfished by either having the m oney managers pe rform  the 
review and provide th e Fund with  certification that all intere st an d di vidends  that should have been 
received were re ceived; or by reviewing the trust statemen ts an d perform ing as overall test. 

03-02 DROP Interest Rate 

L.R.S. 11:3385.1 states that upon completion of participation in  DROP, the indivi dual accoun t of 
an y m embe r who continues em ploym en t will earn interest on his accoun t based on a five-year 
ro lling average of th e composite ra te of re turn of th e Fun d, less a two percent adm inistrative fee. 
During th e year en ded Decembe r 31, 2003, we noted that the Fun d ha d reduced th e administrative 
fee to one percent. Reducing th e administrative fee to 1%  is in violation of L.1LS. 11:3385.1. W e 
recomm end that m anagem ent review all applicable statute s to ensure complian ce with all 
requirem ents. 

B. PRIOR YEAR  FIND INGS (OTHER M ATTERS 

The Fun d did not have an y procedures in place to pe rform  an  indep endent review for the 
com pleteness of interest an d dividend incom e. Procedures should be  in  place to determ ine that all 
investment incom e is properly received an d recorded. If the Fund does not perform  a review of 
income received on investm ents, it risks  the po ssibility of loss of funds . W e recommended that the 
Fun d develop and im plem en t procedures to perform  this indep en den t review. 

During the curren t year, it was  noted that an  independent review for com pleteness of 
intere st an d dividend incom e was not perform ed, as reported in Finding 03-01. 

During th e audit it was noted th at th e Internal Revenue Service had assessed th e Fun d 
substantial penalties and interest due to un tim ely rem ittance of prior years' withholding taxes. 
All withholding taxes shoul d be paid in accordance with  IRS regulations. All withholding taxes 
were paid by the Fund during th e current year . W e recomm ended to continually avoid interest 
an d penalties from the IRS re gar ding untimely deposits of withholding taxes, the Fund should 
periodically review th eir procedures to ensure complian ce with all IRS regulations. 
This finding was resolved in th e current year . 
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The books of Firewood Estates, LLC did not reflect the activity that took place in 2002. 

Journal entries were made during the audit to adjust cash and interest income and interest expense. 
The joumal entries were necessary to ensure that the Fund's financial statements were not misstated 
with respect to the investm ent agreem ent. W e re com m ended that th e Fun d's accountant review the 
term s of all investm ent agreem ents to  ensure that they are properly re corded. 

Th e finding was  re solved in the cur~nt year 
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Honorable M ayor and 
Council of the City of New Orleans 

1340 Poyda'as St., Suite 2000 - New Orleans, LA 70112 
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FAX (504) 525-5888 
cpa@dhhmcpa.com 
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(1919-1985) 

F~1tJX & I~.ApMANN, JR, C.P.A, 
(1919-199~I) 

WILLIAM R. HOGAN, JR. CJ~,A, 
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JAMES M AHER, JR, C.P.A, 
(1921-1999) 

M EM BERS 
Ab~ RICAN INSTITUTE OF 

CE R'I']~'~  D PUBLIC ACCOUNTANTS 
SOCIETY OF LA C,P.A.'S 

June 10, 2004 

In planning and perform ing our audit of th e financial statements of Firefighters' Pension an d Relief Fun ds 
of the City of New Or leans for th e year ended Decem ber 31, 2003, we considered its internal control in  order to 
determ ine our auditing procedures for th e purpose of expre ssing our  opinion on th e financial statem ents and not to 
provide assurance on the internal control. 

Our cons ideration of th e intern al control w uld not necessarily disclose all m atters in the intern al control 
that m ight be material weaknesses un der standards established by the Am erican Institute of Certified Public 
Accoun tants. A m aterial weakness is a condition in which the design or operation of one or m ore internal control 
componen ts does not reduce to a relatively low level the risk that errors or fraud in am oun ts that would be  m aterial 
in relation to the financial statem ents be ing audited m ay occur  and not be detected within a tim ely period by 
em ployees in the normal course of pe rfomaing their assigned functions. W e noted no m atters involving the 
internal control an d its opera tions that we consider to  be  m aterial weaknesses as defined above. 

One imm aterial condition of noncomplian ce with state law s cam e to our attention during the course of th e 
audit, which is not cons idere d a reportable condition; however, we felt this condition shoul d be pre sented to 
m anagem ent. 

03-02 DROP In terest Rate 

L.R.S. 11:3385.1 states th at upon completion of participation in  DROP, th e individual accoun t of any 
m em ber who continues employm en t will earn interest on his accoun t based on a five-year  rolling average of the 
com posite rate of return  of th e Fun d, less a two percent adm inistrative fee. During the year ended Decem be r 31, 
2003, we noted that the Fun d had reduced th e adm inistrative fee to one percent. Reducing the adm inistrative fee to 
1%  is in violation of L.R.S. 11:3385.1. W e recomm end that m anagem en t review all applicable statutes to ens ur e 
com pliance with all requirem ents. 



Honorable M ayor and 
Council of~  City of New Od~  -2- 

report is Lrv~  solely for t~  ~ nnafion and use of the Mayor and City Cotm~.il ofthe 
City of New Orleans, m,~ age~ mt, and the Legislative Auditor of Ihe ~  of Lo~  and is not 
inter~  to be ~  should not be used by anyone otlmr than t~-~ e specified parties. 

W GS/c~ 

Very auly you~  

W ~ G. ~ .CPA 
Partner 



 

BOARD OF TRUSTEES 

FIRE FIG~ BR'S pENSION  AND RELIEF FUND 
FOP. ~,.~  ~  OF NI~V,* OP

.J..~AN$ 

?*r~tt rm  Ly,.~ s, Im 0~ A~*A ~l~ 
821-4691 
827-H29 f~  

L~ $1a~v~ AuditOr 
State of Louisi~0a 
P. O, Box 94397 
Baton Rouge~ La 70804-9397 

Jm~e 29, 2004 

Dear Sir ~  M adam, 

Foltowi~  i, the Corree,,iv, A~I~o~ Plm f~ ~e m~dit fi~di
ngt ~  m the mane~ mem letter fur the Fi~fi~ ' 

~.e ye~ ended ~  ~1, 2003: Pension tutti Relief Fund ~  the C~ty of New Ofleaw for 

03-01 

Shc~M you require fm~,her information~ please do not h~ tate to eol~  me
. 

V~  Truly Yore , 


