FIREFIGHTERS’ RETIREMENT SYSTEM

FINANCIAL REPORT

June 30, 1996

: \S
gnder proviaional_oi E:ta’tle. ‘3'\2{ n
report 15 @ puthc (19{'.;151}'1?;..‘;%“-
mpy of the repart has D 20

9 o 'rq‘ -
X {{% .; oo Y 1'{"[\.‘ b, +:.'-L.1-'I'
R AN " CoaT
tEd t{) l‘_} {-" {11-1 o [ . - st |-I :l "‘:I.:! .I:.'-" Er.:"l ‘;1 'i 1 EL:
. -ll"..-*- _-n,.." .:"|1 '4_. :: " !r“": L :r._- .
21210 TR A W B TS S . . &
entity ano Tt et ayvaiianie o7
- " ‘ " -

~ LSS O U U 3 A .-
offictaild. Prv i T L i aton
-, . A B k- -
i

L RPN

Sive Audt
e at the
d, ﬁ\;?ﬂlﬁrﬁ‘- " "rl}]l '..5}..! ] !C.u,e,

" g e |
g ine parish cleirk of _COUT".

office of OEC 11 'QOE____

Release DAe v

-:.r
P T
o

l‘i
[ L]
-~

i b
|
l'"""!,}

Provost, Salter, Harper & Alford, 1..1..C.
Certified Pubiic Accountiants
Business Advisors
8550 United Plaza Boulevard. Suite 600
Baton Rouge, Louisiana 70809
Phone: (504) 924-1772 / Facsimile: (504) 927-9075




CONTENTS
Schedule  Exhibit Page

SECTION | - FINANCIAL STATEMENTS AND
SUPPLEMENTARY FINANCIAL INFORMATION

Independent Auditor's Report on Financial Statements
and Supplementary Information 1
Financial Statements:
Statement of Plan Net Assets A 3
Statement of Changes in Plan Assets B 4
Notes to Financial Statements 5
Supplementary information:
Schedule of Funding Progress 1 15
Schedule of Employer Contributions and other Contributing Entities 2 16
Trustees’ Per Diem 3 17
SECTION Il - COMPLIANCE MATTERS AND INTERNAL ACCOUNTING AND
ADMINISTRATIVE CONTROLS
Reports Required by the Government Auditing Standards:
Independent Auditor's Report on:
Compliance Based on an Audit of the Financial Statements 19
20

Internal Control Structure




__-___.___

Provost |t
L\d“lil (”) E%Jgﬁmanls
o

Mlﬁlﬂu i

INDEPENDENT AUDITOR’S REPORT

To the Board of Trustees
Firefighters’ Retirement System
Baton Rouge, Louisiana

We have audited the statement of plan net assets of the Firefighters' Retirement System
as of June 30, 1996, and the related statement of changes in plan assets for the year
then ended. These financial statements are the responsibility of the System's
management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with generally accepted auditing standards and
Government Auditing Standards, issued by the Compiroller General of the United States.
Those standards require that we plan and perform the audit to obiain reasonable
assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting

principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the plan net assets of the Firefighters’ Retirement System as of June 30, 1996,
and the changes in pfan assets for the year then ended, in conformity with generaily
accepted accounting principles.

As described in Note 10 to the financial statements, the System adopted Governmental
Accounting Standard Number 25, “Financial Reporting for Defined Benefit Pension Plans
and Note Disclosures for Defined Contribution Plans”. The statement establishes

financial reporting standards for defined benefit pension plans of state and local
governmental entities.

We have also previously audited, in accordance with generally accepted auditing
standards, the financial statements as of June 30, 1995, 1994, 1993 1992 and 1991
(none of which are presented herein); and we expressed unqualified opinions on those
financial statements.

0550 United Plaza Blvd, Suite 60D Baton Rovae, Lovisiana 10809, Phone: (504) 924-1777 / Yacsimile: (504) 9779675



In our opinion, the information set forth in the required supplementary information for
each of the six years in the period ended June 30, 1996, appearing on pages 14-16, is
fairly stated, in all material respects, in refation to the financial statements from which it
has been derived.

Qur audit was conducted for the purpose of forming an opinion on the financial
statements taken as a whole. The accompanying supplemental information scheduie on
page 17 is presented for purposes of additional analysis and is not a required part of the
financial statements of the Firefighters' Retirement System. Such information has been
subjected to the auditing procedures applied in the audit of the financial statements and,
in our opinion, is fairly presented in all material respects in relation to the financial
statements taken as a whole.

In accordance with Government Auditing Standards, we have also issued a report dated
October 30, 1996 on our consideration of the Firefighters’ Retirement System’s internal
control structure and a report dated October 30, 1996 on its compliance with laws and
regulations.
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Exhibit A

FIREFIGHTERS' RETIREMENT SYSTEM

STATEMENT OF PLAN NET ASSETS
June 30, 1996

ASSETS
Cash and cash equivalents $ 24 014,616

Receivables

Employer $ 504,395
Employee 448,351
Interest and dividends 4 178,262
Total receivables 5,131,008

Investments at fair value

U S. Government Securities 08,607,141
Certificate of deposit 840,000
Corporate bonds 64,350,119
Common stocks 138,971,610
Total investments 302,768,870
7% notes receivable from merged sysiems 73,441,016
7 5% note receivable from the State of Louisiana 8,862,847
Property, equipment and fixtures, at cost, net of
accumulated depreciation of $56,931 1,551,314
Prepaid expenses and other 2,924
Total assets 415,772,595
LIABILITIES
Accounts payable 237,269

Net assets held in trust for pension benefits (A schedule
of funding progress is presented on page 14.) $ 415,535,326

Sae Notes to Financial Stalements. 3
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Exhibit B

FIREFIGHTERS' RETIREMENT SYSTEM

STATEMENT OF CHANGES IN PLAN ASSETS
Year Ended June 30, 1996

Additions:
Contributions
Employer $ 6,248,566
Employee 5,656,319
Total contributions 11,804,885

Investment income

Net appreciation in fair value of investments 31,543,655

interest and dividends 14,724,406

46,268,061

Less investment expenses 800,249
Net investment income 45 467 812
Interest from notes receivable 5 847,774
State appropriations from insurance premium taxes 6,291,800
Assets transferred from mergers 9,370,803
Total additions 78,783,074

Deductions:

Annuity benefits 13,910,813
Disability benefits 991,393
Refunds to terminated employees 441,038
Administrative expenses 296,872
Total deductions 15,640,116
Net increase 63,142,958

Net assets held in trust for pension benefits

Beginning of year 352,392,368
End of year & 415535 326
See Notes o Financial Statements. 4

—_—



FIREFIGHTERS’ RETIREMENT SYSTEM

NOTES TO FINANCIAL STATEMENTS

Note 1. Description of Plan

The following brief description of the Firefighters’ Retirement System Pension Plan (Plan) is
provided for general information purposes only. Participants should refer to the Plan
agreement for more complete information.

A. General

The Plan is a cost sharing multiple-employer defined benefit pension plan covering
firefighters employed by any municipality, parish, or fire protection district of the State of
L ouisiana under the provisions of | ouisiana Revised Statutes 11:2251 through 22689
effective January 1, 1980.

B. Plan Membership

Employer and employee membership data at June 30, 1996 is as follows:

Fmployer Members

Cities 42
Parishes G
Special districts 27
Total employer members 75

Employee Members

Current retirees and beneficiaries 841
Terminated vested participants 21
Terminated due a refund 58
Active plan participants 2,490
Total employee members ..3,410

C. Plan Benefits

Pension benefits:

Employees with 20 or more years of service who have attained age 50 or employees
who have 12 years of service who have attained age 55 or 25 years of service at any
age are entitled to annual pension benefits equal to 3 1/3% of their average final

e



NOTES TO FINANCIAL STATEMENTS

compensation based on the 36 consecutive months of highest pay multiplied by their
total years of service, not to exceed 100%. Employees may elect to receive their
pension benefits in the form of a joint and survivor annuity.

If employees terminate before rendering 12 years of service, they forfeit the right to
receive the portion of their accumulated plan benefits attributable to their employer’s
contributions. Benefits are payable over the employees’ lives in the form of a monthly
annuity. Employees may elect an unreduced benefit or any of four options at

retirement:

1. At death, their beneficiary will receive a lump-sum payment based on the present
value of the employee’s annuity account balance.,

2. At death, their beneficiary will receive a life annuity based on their reduced
retirement allowance.

3. At death, their beneficiary will receive a life annuity equal to % of their reduced
retirement allowance,

4. Any other benefit certified by the actuary and approved by the Board of Trustees

which will be equivalent in value to their retirement allowance.

Death benefits:

If an active employee dies and 1s not eligible for retirement, his survivors shall be
paid:

1.

If the employee not eligible to retire dies in the line of duty, their spouse will
receive monthly an annual benefit equal to 2/3 of the employee’s average final
compensation. If death is not in the line of duty, the spouse will receive monthly,
an annual benefit equal to 3% of the member's average final compensation
multiplied by his total years of service; however, the benefit shall not be less than
40% nor more than 60% of the employee's average final compensation.

Children of deceased employees will receive the greater of $200 or 10% of the
member's final average compensation per month until reaching the age of 18 or
untii the age of 22, if enrolled fuill time in an institution of higher education. The
surviving totally physically handicapped or mentally retarded child of a deceased

employee, regardless of age, shall receive the benefits as long as they are
dependent on the surviving spouse.

If an employee who is eligible to retire dies before retiring, the designated
beneficiary shall be paid under option 2 above,




NOTES TO FINANCIAL STATEMENTS

Disability benefits:

If an eligible member is officially certified as disabled by the State Medical Disability

Board, he shall receive the greater of retirement, if eligible or disability benefits as
foliows:

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

2. Any member of the System who has become disabled or incapacitated because
of continued iliness or as a result of any injury received, even though not in the
line of duty, and who has 5 years of creditable service, but is not eligible tor
retirement under the provisions of R.S. 11:2258 may apply for retirement under
the provisions of this section and shall be retired on a 75% of the retirement
salary to which he would be entitled under R.S. 11:2256 if he were eligible
thereunder or 25% of the member’s average salary, whichever is greater.

3. Should a member who is on disability retirement die and leave a surviving spouse,
the surviving spouse shall receive a benefit of $200 per month. When the
member takes disability retirement, he may, in addition, take an actuanally

reduced benefit in which case the member’'s surviving spouse shall receive 50%
of the disability benefit being paid immediately prior to the death of the disabled

retiree. If the surviving spouse remarries prior to age 55, such benefits shail
cease, however, the benefits shall resume upon subsequent divorce or death of
the new spouse, and the approval of the Board of Trustees.

Deferred retirement option plan:

After completing 20 years of creditable service, a member may elect to participate in
the deferred retirement option plan for up to 36 months.

Upon commencement of participation in the plan, employer and employee
contributions to the System cease. The monthiy retirement benefit that would have
been payable is paid into the deferred retirement option plan account.

Upon termination of employment, a participant in the program shall receive, at his
option, a lump-sum payment from the account or an annuity based on the deferred
retirement option plan account balance in addition to his regular retirement benefit

It employment is not terminated at the end of the 36 months, the participant resumes
regular contributions to the System.




NOTES TO FINANCIAL STATEMENTS

No payments may be made from the deferred retirement option plan account until the
participant retires.

During the year ended June 30, 1996, $1,007,092 was credited to deferred retirement

option plan accounts on behalf of 282 participants.

Note 2. Summary of Significant Accounting and Financial Reporting Policies

Basis of accounting:
The Systemy’'s financial statements are prepared using the accrual basis of accounting.
Contributions are recognized in the period in which the employee S compensated for
services. Benefits and refunds are recognized when due and payable.

Cash and cash equivalents:
Cash and cash equivalents includes demand deposits in banks and temporary cash
investments in money market accounts with the trust department of the investment
custodian bank. The money market balances consist of government backed pooled

funds.

Valuation of investments:

All investments are fixed-income securities and common stock and are reported at fair
market value based on quoted market prices.

Investment income:

Interest income is recognized on the accrual basis as earned.

Gains and losses on exchanges of fixed-income securities and common stocks are
recognized using the trade date basis.

Estimates:

The preparation of financial statements in conformity with generally accepted accounting
principles requires the use of estimates. The actuarial accrued liability is based on
estimates and assumptions as explained in footnote 4 and the supplementary
information.




NOTES TO FINANCIAL STATEMENTS

Note 3. Contributions and Reserves

Contributions

——— . ——

Contnbutions for all members are established by statute at 8.0% of earnable
compensation. The contributions are deducted from the member's salary and remitted by
the participating agency.

Administrative costs of the retirement system are financed through employer
contributions.

According to state statute, contributions for all employers are actuarially determined each
year. For the year ended June 30, 1996, employer contributions were 8.0% of member’'s
earnings. The System also receives funds from insurance premium taxes each year as
appropriated by the Legislature. This income is used as additional employer
contributions.

es5erves

d——amw

Use of the term “reserve” by the retirement System indicates that a portion of the fund
balances is legally restricted for a specific future use. The nature and purpose of these
reserves are explained below:

A. Expense - The Expense Fund Reserve provides for general and administrative
expenses of the System and those expenses not funded through other specific

legislative appropriations. Funding consists of transfers from the retirement funds
and is made as needed.

B. Annuity Savings - The Annuity Savings is credited with contributions made by
members of the System. When a member terminates his service, or upon his death
before qualifying for a benefit, the refund of his contributions is made from this
reserve. |f a member dies and there is a survivor who is eligible for a benefit, the
amount of the member's accumulated contnbutions is transferred from the Annuity
Savings to the Annuity Reserve. When a member retires, the amount of his
accumulated contributions is fransferred to Annuity Reserve to provide part of the

benefits. The Annuity Savings as of June 30, 1996 is $41,324 911. The Annuity
Savings is fully funded.

C. Pension Accumulation Reserve - The Pension Accumulation Reserve consists of
contributions paid by employers, interest earned on investments and any other
Income not covered by other accounts. This reserve account is charged annually with
an amount, determined by the actuary, to be transferred to the Annuity Reserve to
tund retirement benefits for existing recipients. It is also relieved when expenditures
are not covered by other accounts. The Pension Accumulation Reserve as of June
30, 1996 15 $204,035,757. The Pension Accumulation Reserve is 77% funded.

9




NOTES TO FINANCIAL STATEMENTS

D. Annuity Reserve - The Annuity Reserve consisfts of the reserves for all pension,
excluding cost-of-living increases, granted to retired members and is the reserve
account from which such pensions and annuities are paid. Survivors of deceased
beneficiaries also receive benefits from this reserve account. The Annuity Reserve
as of June 30, 1996 is $155,602,897. The Annuity Reserve is fully funded.

E. Deferred Retirement Option Account - The Deferred Retirement Option account
consists of the reserves for all members who upon retirement eligibility, elect to
deposit into this account an amount equal to the member's monthly benefit if he had
retired. A member can only participate in the program for three years, and upon
termination may receive his benefits in a lump sum payment or by a true annuity. The
deferred retirement option as of June 30, 1996 is $14,571,761. The Deferred
Retirement Option account is fully funded.

Note 4. Required Contributions

FRS funding policy provides for periodic employer contributions at actuarially determined
rates that, expressed as percentages of annual covered payroll, are sufficient to accumulate
sufficient assets to pay benefits when due. Level percentage of payroll employer
contribution rates are determined using the entry age actuarial funding method. FRS
amortizes the unfunded liability over a closed 30-year period based on level payments.
Subsequent changes to the unfunded liability are amortized over 15-year periods if related to
gains and losses, changes in assumptions, or changes in benefits. Amortization of unfunded
ifabilities arising from mergers is over 30 years unless a shorter period is specified by the
actuarial committee.

Contributions totaling $11,804,885 ($6,248 566 employer and $5,556,319 employee) were
made in accordance with actuarially determined contribution requirements determined
through an actuarial valuation performed at June 30, 1995. These contributions consisted of
(a) normal cost of $14,541,118 and (b) amortization of the funding excess of $1,077,657.

Significant actuarial assumptions used to compute contribution requirements are: (1) a rate
of return on the investment of present and future assets of 7% per year compounded
annually; (2) projected salary increases that vary according to years of service ranging from
8.33% in the first year of service to 4% for service after 14 years; (3) pre- and post-mortality
life expectancies of participants based on the 1983 Group Annuity Mortality Table; (4) rates
of withdrawal and termination from active service before retirement for reasons other than
death (based on a table in the actuarnal report which is based on the System’s experience);
and (5) rates of disability {increasing from 0.1% at age 35 and below to 2.0% at age 54 and
above). The foregoing actuarial assumptions are based on the presumptions that the plan
will continue. Basic valuation assumptions are the same as those utilized for the prior year.

10




NOTES TO FINANCIAL STATEMENTS

Note 5. Deposits and Investments
Deposits:

Deposits are carried at cost. The carrying amount of deposits is separately displayed on
the balance sheet as “cash and cash equivalents.” At year-end, the carrying amount of
the System’s deposits was $24,014,616 and the bank balance was $24,051,243. All of
the bank balance was covered by federal depository insurance or collateral pledged in
the name of the System or the treasurer for the State of Louisiana (GASB category 3).

Investments:

Statutes authorize the System to invest in a prudent manner and limit investments in
common stocks to 55% of the total portfolio. All of the Plan’s investments are insured or
registered and held by a bank-administered trust fund or a Securities and Exchange
Commission registered broker-dealer (GASB category 1). Investments at cost and fair
value as determined by quoted market prices at June 30, 1996, were:

Amortized Cost Fair Value

U. S. Government Securities $ 99,560,397 $ 98,607,141
Cenrlificate of deposit 840,000 840,000
Corporate bonds 65,146,695 64,350,119
Common sfock 114,331,565 138,971,610

$..279,887,657  $...302,768,870

Note 6. 7% Notes Receivable From Merged Systems

/% notes receivable from merged Systems at June 30, 1996 consisted of the following:

Annual Payments Final

System {Including Interest) Payment Due Balance
Alexandria $ 1445107 May 1, 2002 $ 17,088,521
Bastrop 69,810 December 7, 2010 636,731
Bogalusa 127,069 January 1, 2010 1,111,254
Houma 307,545 July 1, 2024 3,775,935
Lake Charles 876,647 July 1, 2016 9,287,214
Monroe 454,958 January 15, 2011 4,209,735
Monroe retirees 94,326 March 1, 2001 379,952
New [beria 166,288 November 4, 2010 1.514,536
New Iberia retirees 110,352 January 1, 2013 1,077,396
Shrevepon 1,040,516 October 1, 2012 10,170,383
Shreveport relirees 2,050,682 October 1, 2016 22,417 461
West Monroe 171,340 January 1, 2015 1,770,898

$.5,914,740 $. 73,441,016

11




Note 7.

Note 8.

Note 9.

NOTES TO FINANCIAL STATEMENTS

During the year ended June 30, 1996, members were merged from the cities of Baker,
Funice and Houma, Louisiana as well as some members who had previously been members
of other statewide retirement systems. As a result of these transfers, the Firefighters’
Retirement Sysiem received cash and securities valued at $9,370,8603. The System aiso
received a note from the Terrebonne Parish Consolidated Government of $4,083,480
payable in annual instaliments of $307,545 over 30 years.

7.5% Note Receivable From State of Louisiana

On June 28, 1991, the Firefighters’ Retirement System received a promissory note from the
Commissioner of Administration of the State of Louisiana which was in settlement of a
lawsuit filed by the Firefighters' Retirement System against the State Treasurer and others.
The settlement agreement calls for the Firefighters’ Retirement System to receive
$18,047 991 plus interest at 7.5% in seven annual installments of $3,408 098 beginning July
1, 1992 through July 1, 1998,

Concentrations of Credit Risks

The Firefighters' Retirement System has notes receivable from the State of Louisiana and
from cities within the state.

The coliectibility of the receivables described in Notes 6 and 7 above is dependent on the
continued existence and solvency of those entities.

Also, as noted in Note 5, the Firefighters’ Retirement System has concentrations of
investments in U.S. government and agency securities as well as bonds and stocks of U.S.
corporations. The value and collectibility of these investments is dependent on the normal
market conditions that impact these types of investments as well as the continued existence
and solvency of those entities.

Risk Management

The Firefighters’ Retirement System is exposed to various risks of loss related to torts; theft
of, damage to and destruction of assets; errors and omissions; and natural disasters for
which the System carries insurance through the State of Louisiana, Office of Risk
Management at levels which management believes are adequate to protect the System.

Settled claims resulting from these risks have not exceeded insurance coverage in any of the
past three fiscal years.

12
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NOTES TO FINANCIAL STATEMENTS

Note 10. Change in Accounting Principle

In November, 1994, the Governmental Accounting Standards Board (GASB) issued
Statement No. 25, “Financial Reporting for Defined Benefit Pension Plans and Note
Disclosures for Defined Contribution Plans”. The statement is effective for years beginning
after June 15, 1996 with earlier implementation encouraged. The System adopted
Statement No. 256 effective July 1, 1985,

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

Plans are required to present two financial statements:

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

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

The requirements for the notes to the financial statements include a brief plan description, a

summary of significant accounting policies, and information about contributions, legally
required reserves, and investment concentrations.

Information in the second category should be included, for a minimum of six years, in two
schedules of historical trend information that should be presented as required supplementary
information. The required schedules are (a) a schedule of funding progress that reports the
actuarial value of assets the actuarial accrued liability, and the relationship between the two
over time and (b) a schedule of employer contributions that provides information about the
annual required contributions of the employers (ARC) and the percentage of the ARC
recognized by the plan as contributed. Note disclosures related to the required schedules

should be presented and should include the actuarial methods and significant assumptions
used for financial reporting.

As a result of adopting this statement, the System recorded a market gain on its investments
of $22,881,213. If the statement had been adopted as of June 30, 1995, a gain of
$14,164,345 would have been reported.

The financial statements for 1995 have not been restated and the cumulative effect of the

change is shown as a one time credit to income in the statement of changes in plan net
assets.

13




SUPPLEMENTARY INFORMATION

The information presented in the required supplementary schedules was determined as pant of the
actuarial valuations at the dates indicated. Additional information as of the latest actuaria! valuation
follows.

Valuation date 6/30/96

Actuarial cost method Entry age

Amortization method Level dollar - closed

Remaining amortization period 23 years

Asset valuation method Amortized cost on fixed income, market on equities
Actuarial assumptions:

Projected salary increase* 4% - 8.33%
Cost-of-living adjustments only those previously granted

*Includes inflation at 3.25%

14

. Investment rate of return* 7%
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Year
Ended
June 30

1996
1995
1994
1993
1992
1991

Schedule 2
FIREFIGHTERS' RETIREMENT SYSTEM
SCHEDULE OF EMPLOYER CONTRIBUTIONS
AND OTHER CONTRIBUTING ENTITIES
Employer Contributions State of Louisiana
Annual Annual
Required Percentage Required Percentage
Contribution Contributed Contribution Contributed
$ 6,236,450 100% $ 6,291,800 100%
4 157,761 100% 2,531,417 100%
3,903,460 100% 1,050,560 100%
3,695 837 100% 8745 100%
3,588,933 100% 16,638 100%

3,126,715 100% 1,534,811 100%




Schedule 3

FIREFIGHTERS' RETIREMENT SYSTEM

TRUSTEES' PER DIEM
Year Ended June 30, 1996

Number
of Per
Meetings Diem
R. Brady Broussard 11 $ 825
William Desormeaux 10 750
George Douglas 6 450
Charles Fredieu* 12 525
Michael Hemphill 12 900
Gordon King 12 900
Donald Nugent 6 450

$ 4,800

“Mr. Fredieu was State Fire Marshall until December, 1995 and did not receive per diem from the
System until after that date.

17




COMPLIANCE MATTERS AND INTERNAL ACCOUNTING AND
ADMINISTRATIVE CONTROLS
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE BASED ON AN
AUDIT OF THE FINANCIAL STATEMENTS

To the Board of Trustees
Firefighters’ Retirement System
Baton Rouge, Louisiana

We have audited the financial statements of the Firefighters’ Retirement System for the
year ended June 30, 1996, and have issued our report thereon dated October 30, 1996.

We conducted our audit in accordance with generally accepted auditing standards and
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement.

Compliance with laws, requlations, contracts, and grants applicable to the Firefighters’
Retirement System is the responsibility of the Firefighters’ Retirement System's
management. As part of obtaining reasonable assurance about whether the financial
statements are free of material misstatement, we performed tests of the Firefighters’
Retirement System’s compliance with certain provisions of laws, regulations, contracts,
and grants. However, the objective of our audit of the financial statements was not to

provide an opinion on overall compliance with such provisions. Accordingly, we do not
express such an opinion.

The results of our tests disclosed no instances of noncompliance that are required to be
reported under Government Auditing Standards.

This report is intended solely for the information of the Board of Trustees, the Legislative
Auditor, and management. However, this report is a matter of public record and its
distnbution is not fimited.

QTC"&G“&( | Su\&ﬂ““ XQ\(Q,,?U Ai R\%r&, P A Gy

October 30, 1996
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL STRUCTURE

To the Board of Trustees
Firefighters’ Retirement System
Baton Rouge, Louisiana

We have audited the financial statements of the Firefighters’ Retirement System for the
year ended June 30, 1996, and have issued our report thereon dated October 30, 1996.

We conducted our audit in accordance with generally accepted auditing standards and
Government Auditing Standards, issued by the comptroller General of the United States.

Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement.

The management of The Firefighters’ Retirement System is responsible for establishing
and maintaining an internal control structure. In fulfilling this responsibility, estimates and
judgments by management are required to assess the expected benefits and related
costs of internal control structure policies and procedures. The objectives of an internal
control structure are to provide management with reasonable, but not absolute,
assurance that assets are safeguarded against loss from unauthorized use or
disposition, and that transactions are executed in accordance with management's
authorization and recorded properly to permit the preparation of financia! statements in
accordance with generally accepted accounting principles. Because of inherent
limitations in any internal control structure, errors or irregularities may nevertheless occur
and not be detected. Also, projection of any evaluation of the structure to future periods
is subject to the risk that procedures may become inadequate because of changes in
conditions or that the effectiveness of the design and operation of policies and
procedures may deteriorate.

In planning and performing our audit of the financial statements of the Firefighters’
Retirement System, as of and for the year ended June 30, 1996, we obtained an
understanding of the internal control structure. With respect to the internal control
structure, we obtained an understanding of the design of relevant policies and
procedures and whether they have been placed in operation, and we assessed control
risk in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide an opinion on the internal control
structure. Accordingly, we do not express such an opinion.

Our consideration of the internal contro! structure would not necessarily disclose all
matters in the internal control structure that might be matenal weaknesses under
standards established by the American Institute of Certified Public Accountants. A
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material weakness is a condition in which the design or operation of one or more of the
internal contro! structure elements does not reduce to a relatively low level the risk that
errors or irregularities in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no
matters involving the internal control structure and its operation that we consider to be
matenal weaknesses as defined above.

This report is intended solely for the information of the Board of Trustees, the Legislative

Auditor, and management. However, this report is a matter of public record and its
distribution is not limited.

Pooesh, DNer, Newper & NEe, ., kL.

October 30, 1996
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To the Board of Trustees
Firefighters Retirement System
Baton Rouge, L.ouisiana

This letter is intended to confirm that the Board is fully informed about significant matters
relating to the conduct of the annual audit of Firefighters Retirement System so that you can
appropriately discharge your oversight responsibility and so that we comply with our
obligations to you under professional standards. This letter is intended solely for the usc of
the Board of Trustees of Firefighters Retirement System.

The following summarizes various matters which must be communicated to you under
generally accepted auditing standards.

The Auditor’s Responsibility Under Generally Accepted Auditing Standards

We originally communicated to the Board of Trustees in our arrangement letter that the
audit would be conducted in accordance with generally accepted auditing standards.  An
audit, as such, is not designed to include a detailed audit of all transactions nor to discover
all defalcations, irregularities or illegal acts, should any exist. An audit conducted in

accordance with generally accepted auditing standards is designed to obtain reasonable
rather than absolute assurance about the financial statements. We believe that our audit

accomplished those objectives.

[E——

Management has the ultimate responsibility for the appropriateness of the accounting
policies and procedures used by the System. The System did adopt GASB 25 eftective July
1, 1995, which is explained in the footnotes to the financial statements. There were no
other changes in existing significant accounting policics and procedurcs during the current
yeat which should be brought to your attention.

- —

Accounting estimates are an integral part of the preparation of the financial statements and
arc based upon management’s current judgment. The process used by management
encompasses their knowledge and experience about past and current events and certain
assumptions about future events. Management has informed us that they used all the
relevant facts available to them at the time to make the best judgments about accounting

estimates, including the estimated actuarial accrued hability, and we concur with the results
of those estimates.
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Significant Audit_ Adjustments

There were 17 audit adjustments made from the original trial balance presented to us to
begin our audit. We also accumulated some potential adjustments that collectively were
considered immaterial and, therefore, were not made to the financial statements. We have
discussed these potential adjustments with management.

Other Information in Documents Containing Audited Financial Statements

We have not been informed of any documents that contain your audited financial
statements. If there were such documents, we have a responsibility to determine that

financial information included in those documents is not materially inconsistent with the
audited financial statements of the System.

Disagreements With Management

We encountered no disagreements with management over the application of significant
accounting principles, the basis for management’s judgments on any significant matters, the
scope of the audit, or significant disclosures to be included in the financial statements or on
the wording of our report on the financial statements.

Consultation With Other Accountants

We are not aware nor have we been informed of any consultations management had with
other independent accountants about accounting or auditing matters. Also, there were no
major 1ssues discussed regarding the application of accounting principles or auditing
standards in connection with our engagement.

Difficulties Encountered in Performing the Audit

We encountered no difficulty in the performance of the audit.

Material Contingencies

The financial statements reflect no disclosures associated with material contingencies and
there were no matters we believe should be disclosed as such.

We would be pleased to respond to any questions you have about the foregoing or to
discuss any other matter you would like to discuss.

PROVOST, SALTER, HARPER &5 ALFORD, L.1..C.

?mooa\-lgm\\ﬁr,\\wvr i %\:—:::NQ) ..\ C.

October 30, 1996






