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W e have audited the statem ents of plan  net assets of the Firefighters' Pension and Relief Fund of 
the City of N ew Orleans N ew System  an d Old System  as of D ecember 31, 2001, and the related 
statem ents of changes in plan net assets for the year then ended. These finan cial statem ents ar e the 
responsibility of the Fund's m an agem ent. Our responsibility is to express an opinion on these financial 
statem ents based  on our audit. 

W e conducted our audit in accordance with auditing standards generally accepted  in file United  
States of Am eriea and Government Auditing Standards issued  by the Com ptroller General of the United  
States. Those stan dards require that w e plan and perform the audit to obtain reasonable assurance aboul 
whether the financial statem ents are free of m aterial m isstatem ent. An audit ineludes exam ining, on a 
test bas is, evidence supporting the am ounts an d disclosures in the financial statem ents. An audit also 
includes assessing the accounting principles used  an d significan t estim ates m ade by m anagem ent, as w ell 
as evaluating the overall finan cial statem ent presentation. W e believe that our audit provides a 
reasonable basis for our opinion. 

In our opinion, the finan cial statem ents re'erred to above, present fairly in all m aterial respects, the 
finan cial position of the Firefighters' Pension and Relief Fund of the City of N ew Orlean s N ew System 
an d Old System as of D ecem ber 31, 2001, an d the results of operations an d changes in net assets for the 
year then ended  in conform ity with acco unting principles generally accepted  in the United States of 
Am erica. 

W e have audited the financial statem ents of the Firefighters' Pension and Relief Fund N ew 
System and Old System for the year ending D ecem ber 31, 2001 and issued our unqualified opinion on 
such financial statem ents. Our audit was m ade for the purpose of form ing an opinion on the basic 
financial statem ents taken as a whole. The required statistical inform ation an d the supplem ental 
sched ules listed in the index to the report ar e presented for the purp oses of additional analysis and are 
not a required part of the basic financial statem ents. Such required statistical inform ation and 
supplem ental schedules for the years ending D ecem ber 31, 2001, 2000, 1999, 1998, 1997 and 1996, 

have been subjected to the auditing procedures applied in the audit of the basic financial statements 
and, in our opinion, are fairly stated in all m aterial respects when considered in relation to the basic 
financial statem ents taken as a w hole. 
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In accordance with Government Auditing Standards, we have also issued our report dated June 2, 
2002 on our consideration of the Firefighters' Pension and Relief Fund of the City of N ew Orleans' 
intern al control over finan cial reporting an d our tests of its com pliance with laws, regulations and 
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. 
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DECEM BER 31, 2001 
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The Firefighters' Pension mad Relief Fund was created, pursuant to Louisiana Revised Statute 
11:3361, for the purpose of providing retirem ent allowances and other benefits for firefighters oft he City 
of New Orleans. The fund is adm inistered by a Board of Trustees. Benefits, including normal 
retirem ent, early retirem ent, disability retirem ent and death benefits, are provided  as specified  in La. R.S. 
11:3361 e t s_ _eg. 

The Fund consists of two system s, the Old System and the New System . The Old System covers 
firefighters who w ere em ployed before Jan uary 1, 1968. The N ew System  covers firefighters who w ere 
em ployed  after D ecem ber 31, 1967 or Old System  m em bers who have given written application to the 
board to elect coverage under the New System . 

1. SUM M ARY OF SIGNIFICAN T ACCOUN TIN G POLICIES 

The finan cial statem ents are prepared in accordance w ith the stan dar ds established by the 

Goverumental Accounting Standards Board (GASB) as the successor to the National Council on 
Governmental Accounting (NCGA). 
Basis of Aee ounting: 

The Fund's finan cial statements are prepared using tile accrual basis of accounting. 
Em ployer and em ployee contributions are recognized in the period in which the em ployee  is 
com pensated for services perform ed . Benefits and refunds are recognized when due and payable in 
accordance w ith the term s of the plan . 

Interest an d dividend incom e is reco gllized  when earned . Fire insuran ce rebate m onies are 
recognized  when due. 

M ethods U sed to V alue and Reoort Investm ents 

Investm ents are reported at fair value. Short-term  investm ents ar e reported  at cost, which 
approxim ates fair value. Sec urities traded on a national or internalional exchan ge ar e valued at the 
last reported  sales price at current exchange rates. Investm ents in notes rec eivables, partnerships, 
lim ited  liability corporations and closed -end corporations are reported  at fair value. 

Investm ents of the Old mad N ew Sy.'~tem s ar e allocated  to the restricted DROP Fund based 
on total DROP deposits. The investm ents in the tw o funds ar e m aintained  in one account. 

Futures Contracts 

The m argin accounts for the purchase of the futures co ntracts ar e invested in cash 
equivalents an d ar e included  in that investm ent category in the statem ent of plan net assets. The 
changes in the m arket value of the contracts ar e reported  as gains or losses in the period in which 
the chan ge occurs. 
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Property and equipm ent is valued o:n the basis of historical cost and depreciated using the 
straight-line m ethod of deprec iation, D epreciation expense for the year ended D ec em ber 31, 2001 
is $4,890. 

2. PLAN D ESCRIPTION 

The Firefigbters' Pension and Relief Fund was established  and placed  under the 
m anagem ent of the board of trustees for the purpose ofprov/ding retirem ent allowances an d other 
benefits as stated  under the provisions of La. R.S. 11:3361 et seq~. for active firefighters employed  
by the City of New Orlean s. 

The Fund consists of two system s, the Old System  and the N ew System . The Old System 
covers firefighters w ho were employed before Jan uary 1, 1968. The N ew System  covers 
firefighters who w ere em ployed  after D ec ember 31, 1967 or Old System  m embers who have given 
written application to the board to elec t coverage under the N ew System . 

At December 31, 2001, the Firefighters' Pension and Relief Fund's m embership consisted of: 

Current retirees and beneficiaries 
Tem ainated  w ith contributions on 
deposit with the System 

V ested and nonvested active em ployees covered  

TOTAL  PARTICIPAN TS A S 
OF THE VALUATION  D ATE 

Retirem ent Benefits 

N ew 
System 

365 

8 
718 

Old 
System 

840 

1_ ~6 

M embers m ay retire with twelve years of creditable service at age fifty. The retirem ent 
benefit paid is two an d one-half percent of average com pensation for each year of cred itable 
serv ice during the best four consec utive ),ears of serv ice preceding the date of retirem ent. For 
m em bers witb m ore than  twenty years of service, benefits are an  additional two and one-half 
percent per year to be increased by one half percent for each year of serv ice over tw enty upon 
attaining age fifty-five. The m axim um  benefit payable is 100%  of average com pensation eanled 
during any three highest average co nsecutive years of serv ice preceding retirem ent. 
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M em bers covered under the Old System m ay retire with twenty years of creditable service 
regardless of age. For the first twenty years of serv ice, the retirem ent benefit paid is 50%  of 
average com pensation during the best year of serv ice preceding the date of retirem ent. For each 
year of serv ice in excess of twenty years, benefits are an additional 2.5%  per year not to exceed 
100% . In addition, if the m ember has attained  age 50, his benefit is increased by .5%  for each year 
of serv ice over 25. 

D isability Benefits 

Under both system s, disability benefits are paid to employees who bec om e physically Or 
m entally disabled  and unable to perform  dleir duties. N onserviee  related  benefits ar e 30%  of final 
com pensation for those m em bers w ith ten year s of serv ice or less; 40%  of final com pensation for 
those m embers with m ore than ten years but less than  fifteen years of service; and 50% of final 
eompensafion for those m embers with m ore than fifteen years of serv ice. Serv ice related benefits 
for those unable to do any w ork ar e the greater of 2/3 of m onthly com pensation or a regular 
retirem ent benefit if the m em ber is so eligible. For those unable to perform  firefighting duties but 
able to do other work, service i'elated benefits are equal to the greater of 1/2 of m onthly 
com pensation or a regular  retirem ent benefit if the m em ber is so eligible. 

Surv ivor Benefits 

Under the N ew System , surv ivor benefits ar e payable in accordan ce with each m ember's 
option elections under La. R.S. 11:3385. However, if a m em ber dies from serv iee-colm ec ted 
causes w hile actively em ployed, irrespective of his years of serv ice or eligibility for pension by 
age, the m ember's surviving spouse receives a presum ptive benefit bas ed  on twenty years of 
serv ice, calculated  as a husband-and-wifi~ benefit. In addition, a $3,000 hmlp sum benefit is 
payable to the firefighter's designated beneficiary. 

Under the Old System , nonserviee related surv ivor benefits of $500 per m onth are payable 
to a spouse. Serv iee related spousal death benefits are 50%  of the firefighter's salary. In addition, 
surv ivor benefits of $75 per m onth are payable for each dependent child under the age of eighteen, 
until each reaches age 18 or m arries. If the ehild is m entally or physically han dicapped , and totally 
and perman ently disabled , the benefit is payable for life. If the firefighter is unm arried  mad leaves 
no dependent children at death, the service related surv ivor benefit is payable to the firefighter's 
widowed  dependent parent. If the firefighter is unm arried and leaves no dependent children at 
death, nonserviee related  surv ivor benefits ar e payable to the firefighter's w idowed parent. A 
$3,000 lump sum benefit is payable upon the death of an y active or retired  m ember to the named 
beneficiary. 
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Under the N ew System , upon withdrawal from service, m em bers not entitled to receive 
benefits from  the Fund are paid a refund of accum ulated  contributions plus interest. For the Old 
System , upon w ithdrawal from service, m em bers not entitled to receive benefits from  the Fund are 
paid a refund of 80%  of acc um ulated  contributions. 

DROP Benefits 

In lieu of terminating em ploym ent an d accepting a service retirem ent allow ance, any 
m ember who has twenty or m ore years of service m ay elect to participate in the Deferred 
Retirement Option Plan (DROP) for up to five years and defer the receipt of benefits. Upon 
cormneneem ent of participation in the plan, active m em bership in the system term inates. D uring 
participation in the plan , em ployer contributions cease. The m onthly retirem ent benefits that 
would have been payable, had the person elected  to cease em ploym ent and receive a serv ice 
retirem ent allowance, are paid into the DROP fund. This fund does not earn interest during a 
m em ber's DROP participation. In addition, no cost-of-living increases ar e payable to participants 
until employm ent which m ade them eligible to becom e m em bers of the system has been 
term inated for at least one full year . 

Upon completion of participation in the DROP, an d regardless of whether the m ember 
terminates employm ent, the DROP fund w ill earn  interest an nually based  on a five-year rolling 
average of the com posite rate of return  of the Fund, m inus an  adm inistrative fee of no m ore than  
two percent, to be ded ucted  from the m em ber's acco unt each year . Upon term ination of 
employm ent prior to or at the end of the specified period of participation, a participant in the plan 
m ay receive, at his option, a lum p sum from  the account equal to the paym ents into the account. 
The m onth ly benefits that w ere being paid into the deferred retirem ent option plan  fund will begin 
to be paid to the retiree. Ira participan t dies during the participation in the plan, a lump sum equal 
to his acco unt balan ce in the plan  fund shall be paid to his nam ed  beneficiary or, if none, to his 
estate. If employm ent is not term inated  at the end of the five years, paym ents into the plan  fund 
cease an d the person resum es active contributing m em bership in the system . 

PLOP Benefits 

If a m ember has not participated in the DROP, upon application for retirem ent, he m ay 
elect to receive the actuarial equivalent of his retirem ent benefit as a reduced m onthly benefit 
payable for life, plus an initial lum p-sum benefit. The am ount of the initial lum p-sum  benefit, as 
determined by the m ember, shall not exceed an am ount equal to the m em ber's norm al retirem ent 
benefit tim es sixty. The m em ber's m onthly retirem ent benefit w ill be actuarially red uced based 
on the lum p-sum am ount w ithdrawn and the m em ber's age at retirem ent. The partial lum p-sum 
benefit, together w ith the m em ber's reduced norm al retirem ent benefit, m ust be aetuarially 
eq uivalent to the member's normal retirement benefit. The cost-of-living adjustment granted by 
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the Board of Trustees to retirees who elea-t to receive a reduced  retirem ent benefit and a partial 
lump-sum benefit shall be based only on the red uced retirem ent benefit and not on the partial 
lum p-sum benefit. 

3. CON TRI BU TION RE CEIVAB LE. CON TRIBUTION S AND RE SERVES 

Contribution Receivable 

In 2000, the Council of the City of N ew Orlean s, the 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. R.S. 11:3375 and thereby funding 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 N ew Orleans was delivered  to 
the Tru st to be disbursed  solely for the purpose of paying pension benefits to the beneficiaries of 
the Old System . The creation of the Tru st is irrevocable and the City of New Orlean s has no rights 
to alter, am end, or term inate the Tru st. The beneficiaries of the Old System are the sole 
beneficiar ies of the Tru st. The Tru st shall term inate when all am ounts held by the Tru st ar e 
distributed  to the Old System . 

The Board of City Tru sts solely adm inisters, direc ts, and controls the Tru st an d invests such 
funds in accordance w ith the provision of Part XIII of Chapter 2 of Subtitle IV of Title 11 of the 
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((;). 

The City an d the Fund agree that the proceeds of the bonds deposited  in the Trust constitute 
contribulions of public funds to a pension program for the benefit of public em ployees but do not 
constitute a deposit to the Fund until distributed by the Boar d of City Tru sts from  the Trust to the 
Fund in accordan ce w ith the agreem ent. The assets of the ]'rust ar e not as sets of the Fund. 

In accordance with Govenun ent~d Accounting Standards, a long-term co ntribution 
rec eivable in the am ount of $157,243,748 was rec ognized in 2000 bec ause the contributions are 
due from the City; there is a form al com m itm ent un der the cooperative agreem ent w ith the City 
an d the Board of City Tru sts; an d due to the fact that the funds ar e set aside in tru st solely for the 
benefit of the Fund. 
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(Continued) 

The terms of the rec eivable are that the difference betw een the contributions from the City 
an d the am ounts aetuarially certified  as required to fund pensions will be disbursed from  the Trust 
and reduce the rec eivable. In addition, any incom e eam ed on the assets in the Tru st increase the 
receivable; and any expenses incurred on assets in the Trust decrease the receivable. W hen the 
value of the Tru st is 75%  of the am ount necessary to actuarially fund the Old System , then the City 
/nay determine not to m ake paym ents in which ease all paym ents to fund pensions shall be m ade in 
full by the Trust. A ll paym ents from the Trust reduce the receivable. 

The balan ce of the rec eivable was $152,832,672 at Jan uary 1, 2001. During the year the 
receivable was red uced by $17,167,452 for the payment of 2001 pensions, $202,377 for 
investm ent m anagem ent fees an d $7,271,824 for the net deprec iation in fair value of the 
investm ents. The rec eivable was increased by $215,456 for interest mad dividends earn ed  on assets 
in the Tru st. The balance of the receivable at Dec ember 31, 2001 is $128,406,475. Information is 
not available to com pute the annual m aturities of the receivable. 

Contributions 

The New System is funded  by employee and employer contributions established  by state 
slalute. Em ployees contribute 6%  of salary, for the first twenty years of em ploym ent. Em ployer 
contributions are m ade m onthly to pay the actuarially determ ined  contributions for the prior year. 

The Old System is funded by employee and employer contributions established by state 
statute. Em ployees contribute 6%  of salary for the first tw enty year s of em ploym ent, however no 
new participants have entered the Old System  since D ecem ber 31, 1967. 

Employer contributions for the Old System  ar e m ade m onthly by the City of New Orleans. 
In addition, the Old System receives fire insurance taxes of 2%  of the fire insuran ce prem ium s 
written in the City of New Orleans. The difference betw een the contributions m ade by the City 
and the am ount actuarially certified  as req uired by the Old System are m ade m onthly from the 
Firefighters' Pension and Retirement Fund Trust (the Trust) in accordan ce with a Cooperative 
Endeavor Agreem ent anaong the City, the Fund an d the Tru st. D uring the year ended  D ec ember 
31, 2001, all contributions were m ade from  the tru st. Annual contributions to the Old System do 
not include am ortization of pas t service cost. 

Adm inistrative costs of the Fund ar e finan ced through em ployer contributions. 

Use of the term "reserve" by the Fun d indicates that a portion of the fund balan ces is legally 
restricted  for a spec ific future use. The nature and purpose of these reserv es are explained below : 
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3. CONTRIBUTION RE CEIVABLE, CONTRIBUTIONS AND RESERVES: (Continued) 

Reserves: (Continued) 

A) Pension Reserve 

The Pension Reserve consists of the reserv es for all pensions, excluding cost-of-living 
increases, granted  to m embers and is the fund ~om  which such pensions an d other 
benefits are paid. Survivors of deceased beneficiaries also receive benefits from this 
fund. The Pension Reserve balance of the New System is $104,399,492 an d it is fully 
funded. The Pension Reserv e Balance of the Old System is $170,430,471 an d it is 80% 
funded. 

B) Annuity Savings: 

The Annuity Savings is credited w ith contributions m ade by m embers of the Fund. 
W hen a m em ber term inates his serv ice, or upon his death before qualifying for a 
benefit, the refund of his contributions is m ade from  this reserv e. Wh en a m em ber 
retires, the am ount of his accum ulated contributions is tran sferred to the Pension 
Reserv e to provide part of the benefits. The Armuity Savings balance of the New 
System is $16,899,312 and it is fully funded. The Annuity Savings balan ce of the Old 
System is $-0-. 

Pension A ccum ulation 

The Pension Accumulation con,;ists of contributions paid by employers, interest eam ed  
on investm ents and an y other incom e not covered by other acco unts. This fund is 
charged amm ally w ith an  an aount, determ ined by the actuary, to be tran sferred to the 
Pension Reserv e to fund retirem ent benefits for existing recipients. It is also relieved  
w hen expenditures are not covered by other accoun ts. The Pension Accum ulation 
balan ce of the New System is $64,033,951 mad it is 81% funded. The Pension 
Accumulation balance of the Old System is $0. 

D) Deferred Retirement Option Plan  Account 

The Deferred Retirement Option Plan (DROP) Account receives and holds the monthly 
retirem ent benefits deposited on behalf of DROP participan ts while they continue to 
w ork. A t term ination, a lum p sum  paym ent of the DROP deposits is m ade to the 
participant or the participant m ay elect to leave the acc um ulated  benefits on deposit in 
the DROP acc ount. The DROP acc oun t balan ce of the New System is $5,286,125 an d 
it is fully funded. The DROP balan ce of the Old System is $2,189,185 and it is fully 
funded . 
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The Partial Lump-Sum Option Payment (PLOP) Account receives and holds until 
requested an initial lum p-sum benefit which shall not exceed an am ount equal to the 
m em ber's normal retirem ent benefit tim es sixty, for those m em bers w ho have not 
participated in the DROP, and who upon application for retirem ent, elect to receive 
the actuarial equivalent of th eir retirem ent benefit as a reduced m onthly benefit plus 
an initial lump-sum benefit. The PLOP account balance of the N ew System is 
$2,807,302 and it is fully fundexl. The PLOP balance of the Old System is $758,640 
and it is fully funded. 

4. ACTUARIAL COST M ETH OD 

The A ggregate Level N ormal Cost M ethod w as used  to calculate the funding requirem ents 
of th e N ew System . This funding m ethod allocates pension costs as a level percentage of payroll 
over the future w orking lifetim e of current m em bers. The A ggregate Cost M ethod produces no 
unfunded  accrued  liability. Under the A ggregate Cost M ethod, actuarial gains and losses ar e 
spread over future normal costs. Based on actual experience future normal costs will increase or 
dec rease. 

The Entry A ge N ormal Cost M ethod w as used  to calculate the funding requirem ents of the 

Old System. Under this co st method, the actuarial present value of the projected benefits of each 
individual included  in the valuation is allocated on a level basis as percentage of payroll for each 

participant between entry age mad assumed  retirement age(s). That portion of the actuarial present 
value attributable to current year benefit accruals is called  the N orm al Cost. The actuarial present 
value of future benefits in excess of the actuarial present value of the future norm al cost is called 
the actuarial accru ed  liability. Gains and losses directly increase or decrease the unfunded  accru ed 
liability. 

Although the Entry  Age Norm al Cost M ethod was  used  to calculate the funding 
requirem ents of the Old System , it is funded on a "pay-as-you-go" bas is, as m ore fully described in 
Footnote 3. Current co ntributions cover current expenses only. 
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Follow ing are the com ponents of the Pension and Relief Fund's deposits, cash equivalents 
and investm ents at D ecem ber 31, 2001: 

Deposits (Bank balance) 
Cash eq uivalents 
Investm ents 

1)eposits 

N EW  
SY STEM  

$ 534,901 
18,619,168 
166,387,506 

OLD 
SYSTEM  
$3,852,158 
7,953,212 

The Fund's bank account balances as of D ec ember 31, 2001 w ere entirely covered by federal 
depository insurance and pledged seeurities. 

Cash Equivalents 

Cash equivalents of the N ew System and Old System  co nsist of govern m ent backed  pooled 
funds and co m m ercial paper. The funds are held by the Fund's custodian 's trust departm ent in the 
Fund's nam e. The cash eq uivalents of the Old System  also consist of repurchase agreem ents 
which ar e eollateralized. 

Investm ents: 

Statutes authorize the Fund to invest under the Pru dent-M an Rule. The Prudent M an  Rule 
shall req uire each fiduciary of a retirem ent system and each board of trustees acting co llec tively on 
behalf of the system to act with care, skill, prudence and diligence under the circum stances 
prevailing that a pru dent institutional investor acting in a like capacity an d fam iliar with such 
m atters would use in the conduct of an enterprise of a like character an d with like aim s. 
N otwithstan ding the Pru dent-M an  Rule, the Fund shall not invest m ore than sixty-five percent of 
the total portfolio in com m on stock. 

The Fund's investm ents are categorized to give an indication of the level of custodial credit 
risk assum ed  by the entity at year-end. Category  1 includes investm ents that are insured or 
registered or for which the sec urities ar e held by the Fund or its agent in the Fund's nam e. 
Category  2 includes uninsured an d unregistered investm ents for which the securities are held by 
the broker's or dealer's trust departm ent or agent in the Fund's nam e. Category  3 includes 
uninsured  and unregistered  investm ents for which the securities ar e held by the broker or dealer, or 
by its tnast departm ent or agent but not in the Fund's nam e. 
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Investments (Continued) 

N ew System 
Cash held by consolidated  lim ited liability corporation 
Collateral held under Securities Lending Program  
Bonds 
Stocks 
N otes receivable 
Investm ent in partnerships 
Investm ent in lim ited liability corporations 
Investm ent in closed-end corp oration 
hw estm ents held by broker-dealers in 
which collateral m ay be reinvested : 
Bonds 
Stocks 

Investm ents held by broker-dealers in 
which collateral m ay not be reinvested 
Bonds 

TOTAL 

(Continued) 

M arket V alue 

$ 19,352 
5,338,621 
42,278,462 
84,270,599 
11,375,491 
6,495,270 
4,455,395 
6,556,465 

2,748,627 
2,335,274 

513,950 

$16L~6 387,5%6 
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Categor'z 

1 
2 
1 
1 
1 

N/A 
N/A 
N/A 

N/A 
N/A 

M arket values for the N ew System  are furn ished by the Fund's custodial bank and 
independent public sources. 

6. PER DIEM  PAID TO BOARD M EM BERS 

Board m embers are not paid per diem for attending board m eetings 

The fund leases offi ce space under an operating lease expiring D ecember 2003. Total rent 
expense for the year ended  December 31, 2001 was $11,153. Future minimtml rent payments 
under the leas e ar e as follow s: 

Y ear 

2002 
2003 
Total 

Rent 
Expense 

$ 70,119 
_J0,119 

$j~  2~ 3_38 

Sublease 
Incom e 

$ 24,150 
24,15

_0.0 
$ 4j ~8 300 

N et 
Am ount 

$ 45,969 
45

_A&~2969 



8. U SE OF ESTIM ATES 

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

N OTES TO FINAN CIA L STATEM ENTS 
DECEM BER 31. 2001 

PA GE 15 

The process of preparing financial statem ents in conform ity with accounting principles 
generally accepted in the United States of Am erica requires the use of estim ates an d assum ptions 
regarding certain types of assets, liabilities, revenues an d expenses. Such estim ates prim arily 
relate to unsettled  tran sactions an d events as of the date of the financial statem ents. Accordingly, 
upon settlem ent, actual results m ay differ fiom estim ated am ounts. 

9. REOUIRE D SUPPLEM ENTARY SCHEDULE INFORM ATION 

Information in the Required  Supplem entary Sched ules is designed  to provide information 
about the Fund's progress m ade in accumulating sufficient assets to pay benefits an d is presented 
on pages 26 - 28. 

10. SECUR ITY LEN DIN G A GREEM EN TS 

The Board of Trustees of the Fund authorized  the Fund to enter into reverse repurchase 
agreem euts in the operation of its securities lending program . These agreem ents consist of the 
loan  of stock and bonds with a sim ultaneous agreem ent to reacquire the sam e loan ed  security in 
the future plus a contract rate of interest. The Fund requires the dealer to transfer cash or co llateral 
of 100%  of the m arket value of the securities underlying the reverse repurchase agreem ents. 

In cases of sec urity loans in which the collateral received  by the Fund is cash, the Fund is 
able to reinvest the cash under the agreem ent w ith the dealer. W hen this occurs the collateral is 
reported  as an asset with a co rresponding liability. If the Fund rec eives collateral other than cash, it 
m ay not reinvest the collateral. Wh en this occurs, the Fund does not rec ord the collateral on the 
financial statem ents. In both cases, the loaned  secur ities continue to be reported as  an asset on the 
balan ce sheet and in footnote 5. The cash collateral w as invested  in cash equivalents and fixed  
inco m e sec urities at Dec ember 31, 2001. The m aturities of these investm ents m atch the m aturities 
of/he securities loan s. 

The inform ation was not available to compute the gross am ount of interest incom e earned 
and interest expense incurred  from  sec urity lending transactions. The net incom e received  from 
the transactions in the am ount of $33,124 is recorded on the financial statements in investm ent 
incom e. 
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The Fund has entered into futures contracts for the purpose of trading. At December 31, 
2001, the New System had outstanding forty index futures contracts, all m aturing M arch 2002 
The Old System had outstanding ten treasury bond and note futures contracts and nine index 
futures contracts, all m aturing M arch 2002. The notional value of the open contracts at December 
31, 2001 was $10,102,300 and $3,586,934 for the New System an d Old System, respectively. The 
fair value of the open contracts at December 31, 2001 was $10,393,750 an d $3,629,029 for the 
N ew System and Old System , respectively. 

The Fund is exposed  to cred it loss in the event of nonperform an ce by the other parties to the 
futures contracts. However, the Fund does not an ticipate nonperform ance by the counterparlies. 
The Fund is exposed  to m arket risk as a result of possible future changes in m arket prices. The 
m axim um  am ount of credit or m arket risk to the Fund is ttle notional value of the contraets. 
During the year ended  December 31, 2001, the New System realized net gains of $221,126 on 
futures trading. The Old System realized losses of $400,688 on futures trading. The net gains and 
losses ar e recorded  on the financial statem ents in investm ent incom e. 

The Fund is required  to pled ge a $2,000,000 treasury note as collateral for the trading 
account for the N ew System . At December 31, 2001, the pledged  note's carrying value was 
$2,166,260. The Fund is also required  to m aintain a m argin account to serve as the source of 
funds for an y required variation m argin. At D ecember 31, 2001, the m argin account's balance w as 

$6,902,957. 

The Fund is required  to pledge $180,000 in treasury bills as collateral for the trading account 
for the Old System . At D ecem ber 31, 2001, the pled ged treasury bills' carrying value was 
$179,689. The Fund is also required  to m aintain a m argin acco unt to serv e as the source of funds 
for an y required  m argin variation. At D ec ember 31, 2001, the m argin account's balance was 
$3,968,212. 

12. N OTES RE CEIVABLE 

During the year ended  December 31, 2001, the N ew System of the Fund had investm ents in 
four corp orations an d partnerships. The terms mad details of the notes are as follow s: 

a) On October 1, 1997, the Fund loan ed $3,000,000 to W eston Lakes Country Club an d 
Sierra Golf Corp. (the Corporations). The loan bears interest at 9% which is due in 
quarterly installm ents comm encing from the date & the loan. Principal is to be paid in 
quarterly installm ents comm encing Jan uary 31, 2003 an d ending Jan uary 31, 2008. 
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Oi1 D ecem ber 15, 2000, the agreem ent w as am ended. Effective on that date, the loan 
bears interest at 9% , which is due in quarterly installm ents comm encing from the date 
of the am ended loan agreem ent. Interest is to be paid in quarterly installm ents 
comm encing February 15, 20011 and ending D ecem ber 15, 2005, when, unless sooner 
paid in full, all unpaid principal and interest shall be due an d payable. The note is 
collateralized by a deed of trust granting a m ortgage ranking in first position on the 
property and improvem ents of W eston Lakes Country Club. 

On December 15, 2000, the Fund loan ed an  additional $400,000 to the corporations. 
The loan bears interest at 9% , which is due in quarterly installm ents com m encing from 
the date of the loan agreem ent. Interest is to be paid in quarterly installm ents 
com m encing M arch 15, 2001 and ending December 15, 2005, when, unless sooner 
paid in full, all unpaid principal an d interest 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 Country Club. 

The Fund eanled interest of $306,000 which is recorded as investm ent incom e. The 
balan ce of the loan s is $3,400,000 at December 31, 2001. 

The Fund has loaned  $1,760,000 to BSL Golf of Californ ia, Inc. The loan  bears 
interest at 8.5% , due in quarterly installm ents. Principal is to be paid in quarterly 
installments commencing Jan uary 31, 2004 until the balan ce due is $10,000. The 
remaining $10,000 will be due on Jan uary 14, 2037. 

The Fun d m ay, by giving written notice of its desire to do so on or before July 31, 
2004, accelerate the balance due under the loan, an d in said event, BSL is required to 
pay, on Jan uary 31, 2005, all unpaid am ounts of principal, interest, 20%  of net cash 
flow or projected net cash flow (whichever is greater) and 20% of the amount by which 
the appraised value of the property mad im provem ents exceed the aggregate value of 
the sum due under this note an d the senior indebted ness. In the event the Fund does 
not elect to accelerate the loan , BSL m ay give written notice of its desire to do so after 
July 31, 2004 but on or before October 31, 2004, to prepay this note as  of January 31, 
2005 under the sam e term s as the Fund's acceleration. 
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The note is collateralized by a deed of trust granting a m ortgage ranking in second 
position on property and improvem ents for BSL's golf course facilities. As of 
D ecem ber 31, 2001 the first m ortgage on the property and im provem 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 agreemen0 is due in annual installments commencing 
January 31, 2000, until the note is paid in full. The balan ce of the loan is $1,760,000 at 
D ec em ber 31, 2001. For the year ended  D ecem ber 31, 2001, the Fund eam ed interest 

(including additional interest) of $448,701 which is recorded as investment income. 

On November 21, 2001, the Fund loaned $4,100,000 to the Spillm an Development 
Group, Ltd. (the partnership). The loan bears interest at 10% an d has been prepaid 
through the second anniversary of the note. Thereafter, all interest which has accrued  
from the second anniversary date thr ough D ecem ber 31, 2003 w ill be due and payable 
oll or before D ecem ber 31, 2003. H enceforth, interest will be due in quarterly 
installm ents. Unless sooner aocelerated , a balloon principal paym ent of $4,090,000 
will be payable on December 31, 2011. Thereafter, the rem aining $10,000 will be 
payable on or before Dec ember 31, 2099. 

The Fund m ay, by giving written notice of its desire to do so on or before April 30, 
2006, accelerate the balan ce due under the loan  and, in said event, the partnership is 
required to pay all unpaid principal to an  unpaid balan ce of $10,000, plus all accrued 
interest with respec t to the simple interest component and the additional interest 
com ponent. The partnership w ill subsequently be required to pay to the Fund the 
applicable prepaym ent penalty as  provided for in the agreem ent. 

The note is collateralized  by ~. deed  of tru st granting a m ortgage ranking in second 
position on property mid im provem ents for the Spillm an Ran ch 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 
agreemen0 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 req uired in co njunction with the loan is greater than zero. The 
balan ce of the loan  is $3,326,055 at Dec ember 31, 2001, which is net of $773,945 of 
interest received  in advan ce. For the year  ended  D ecem ber 31, 2001, the Fund earned 
interest of $46,055 which is recorded  as investment income. 
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d) The Fund has a note receivable of $2,889,436 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 bears interest at 10% , comm encing from the date of the advance of the funds, 
w ith paym ents due in quarterly installm ents com m encing June 30, 2001. The principal 
balan ce is due on October 31, 2003. For the year ended D ecem ber 31, 2001

, the Fund 
earned  interest of $241,157 which is rec orded  as investment income. 

13. IN VESTM EN T IN PARTNERSH IPS 

a) The New System of the Fund has an investment of $5,895,298 as a limited partner in 
First Ameriea Asia Fund I, L.P. (the partnership). The partnership was formed to 
achieve significan t long-tern 1 capital gains through investm ent in holding companies 
owned by companies which will use the funds to invest in private joint ventures in 
A sia, excluding Japan. 

N et incom e or loss is allocated on an annual basis to the capital accounts of the partners 
in proportion to their respective capital acco unts. The Fund's share of partnership loss 
for 2001 was $127,112 and is recorded  in investment income in the finan cial 
statem ents. 

b. D uring the year  ended  D ec em ber 31, 2001, the N ew System  of the Fund invested  

$500,000 in Tran s-Europe Buyout Partners III, L.P. (the partnership). The partnership 
was form ed  to qualify as a Professional Investor Fund an d thereafter to invest in buyout 
funds. 

Net inco m e or loss is allocated  on an  annual basis to the capital accoun ts of the partners 
in proportion to their capital eonmaitm ents. The Fund's share of partnership loss for 
2001 was $50,028 an d is included in investm ent inco m e. 

During the year ended  D ec em ber 31, 2001, file N ew System  of the Fund invested 

$150,000 in Trans-Europe Buyout Partners IV, L.P. (the partnership). The partnership 
w as  form ed to qualify as a Professional Investor Fund an d thereafter to invest in buyout 
funds. 

Net incom e or loss is allocated on an annual basis to the capital acc ounts of the partners 
in proportion to their capital com m itm ents. The Fun d had no incom e or loss from the 
partnership for 2001. 
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During the year ended December 31, 2001, the New System of the Fund had investm ents in 
three lim ited liability corporations as follows: 

a. The Fund has an investment of $4,317,292 in Flashover Properties, L.L.C. (Flashover). 
The Fund is the sole m em ber of Flashover. Flashover has invested  solely as a lim ited 

partner in the South Peters ~[otel Investors, L.P. (the partnership). The partnership was 
form ed for the purpose of acquiring, developing and operating a hotel an d parking 
garage com plex. 

N et incom e of the 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 w as entitled  
to an  annual return  of seven an d one-half percent on its capital co ntribution, which 
accrued  from  the date of investm ent of the capital contribution until the date of 
operation of the hotel. Flashover is also entitled to an annual priority return  of fourteen 
percent of its capital contribution from the date the hotel is in operation. The hotel 
began operations near the end of 2000. Flashover's incom e for 2001 totaled  $718,112, 
an d it w as rec orded as investm ent incom e in tile finan cial statem ents of the Fund. 

b. The Fund is the sole m ember of a limited  liability corp oration nam ed  Firewood Estates, 
L.L.C. (Firewood). Firewood is a 30% member of Riverwood Estates Phase I, L.L.C. 
(Riverwood), which was formed to develop unimproved  property in St. Rose, 
Louisiana. Since the Fun d is file sole m ember of Firewood, the assets of Firewood are 
consolidated  with the Fun d. The assets include a note receivable from Riverwood 
(detailed  in Note 12) and cash of $19,352. 

For the year ended December 31, 2001, the Fund earned interest of $241,157 on the 
note, which is recorded in investm ent incom e. 

During the year ended  December 31, 2001, the N ew System of the Fund invested  
$165,787 in the W ilton Private Equity Fund, L.L.C. (the corporation), a Delaware 
lim ited liability corporation which invests in closed-end private investm ent funds that 
target investm ents in leveraged buyouts, m ezzan ine financings, distressed  debt, natural 
resources an d venture capital. 

For the year ended  D ec em ber 31, 2001, the Fund's shar e of the corporation's net loss 
was $75,518, which is rec orded in investment income. 
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The New System of the Fund has an investment of $6,556,465 in the OCM  Emerging 
Markets (Cayman) Fund II, Ltd. (the corporation), a closed-end Caym an Islands corporation that 
operates solely as a feeder fun d and invests all of its as sets in the OCM  Em erging M ar kets Fund II, 

L.P. (the partnership). The partnership invests in equity securities an d obligations of emerging 
m arkets entities with a prim ary emphasis on Asia, excluding Japan , an d a secondary emphasis on 
Latin Am erica, Eastern  Europe and Russia. The partnership focuses prim arily on listed equities 
but, in som e instan ces, m ay also invest in private or unlisted equity interests, debt securities an d 
derivative products. 

The corp oration's net incom e for the year ended Dec ember 31, 2001, which includes incom e 
from foreign currency transactions, was $1,473,465, an d it was recorded  as investment income in 
the finan cial statem ents of the Fund. 

16. PRIOR PERI OD AD JU STM ENT 

DROP payable for the New System  an d Old System w as overstated  at D ecem ber 31, 2000 
in the am ount of $222,799 and $674,824, respec tively. As a result, net assets as of Jan uary 1, 2001 
have been restated. Net as sets have been increased for the N ew System and the Old System as of 
Jan uary 1, 2001 in the am ounts of $222,799 mad $674,824, respec tively. 

17. COM M ITM EN TS 

The New System of the Fund has committed to lend $10,500,000 to Firec lub, LLC, a limited  
liability corporation of which the Fund is the sole m ember. Firec lub, LLC is to use the proceed s of 
the loan solely to m ake advan ces through D ec em ber 31, 2004 to Toum am ent Players Club at 
Fairfield, LLC in connec tion with the developm ent of a golf course in Jefferson Parish, Louisian a. 
At D ec em ber 31, 2001, the Fund has  not m ade any advances to Firec lub, LLC. 
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Cash equivalents $ 
Cash held by consolidated 
lim ited liability corporation 
Bonds: 

U .S. Governm ent 
and Agency Issues 

Corp orate bonds 
Foreign bonds 

Stocks 
N otes receivable 
Investm ent in lim i|ed 
liability corporations 
Investm ent in 
closed-end corp oration 
Investm ent in partnerships 

FIREFIGHTERS' PEN SION AND RELIEF FUND 
OF THE CITY OF NEW  ORLEAN S 
SUPPLEM EN TAR Y INFORM ATION  
SCH EDULES OF IN V ESTM EN TS 

DECEM BER 31,2_0.01 

PAR VALUE OF BONDS 
New Old 

13,611,203 
32,123,354 
2,051,000 
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ORIGINAL COST M ARKET VALUE 
New 
$y~ m 

Old 

Sy~tc~m 
N ew 
System  

Old 
Sys~m 

$ 18,619,168 $ 7,952,707 $ 18,619,168 $ 7,953,212 

19,352 

13,535,807 
29,644,049 
1,995,015 
86,113,710 
11,375,491 

4,466,329 

6,345,960 
6,528,511 

$_ 178,643,392 $ 7,952,797 

19,352 

14,048,667 
29,541,603 
1,950,769 
86,605,873 
11,375,491 

4,455,395 

6,556,465 
6,495,270 

s
_. !7~6~ 0_s?. s ~,~s3,?12 
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FOR THE YE/~  ENDUED DEA ~EAM B.ER 31,2091 

Accounling, auditing and legal 

Actuary fees 

D eprecialion 

Em ployee benefits 

Insurance 

lnterfund allocation 

Office supplies and printing 

O ther 

Payroll and payr oll taxes 

Pension sem inars and education 

Postage 

Professional - m edical 

Rent 

Telephone 

TOTAL 

N ew 
Systean 

o . 

375,000 

50,740 

$ 425,740 
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Old 
System 

$ 155,369 

32,640 

4,890 

6,582 

69,783 

(375,000) 

20,357 

16,615 

269,458 

82,138 

9,745 

13,000 

11,153 

3,~43 

$ ._320,273 



Y EAR 

1996 
1997 
1998 
1999 
2000 
2001 

1996 
1997 
1998 
1999 
2000 
2001 

FIREFIGHTERS' PEN SION AND  RELIEF FUND  
SUPPLEM ENTARY IN FORM ATION 
SCHEDULES OF CONTRIBUTION S 
D ECEM BER 31. 1996 TH ROU GH 2001 

NEW  SYSTEM  
Actuarial 
Required 

Contributions 

Fanp~ r 

3,156,216 
2,856,000 
2,897,928 
2,887,752 
3,013,446 
3,969,950 

Percent 
Contributed 
Employer 

OLD SY STEM  

100.00 %  
105.16 
85.72 
121.86 
113.09 
75.91 

A ctuarial 
Required 

Contributions 
Em ployer and 

Other 
Source~ 

$ 18,400,260 
17,878,316 
18,978,384 
19,035,820 
21,436,565 * 
20,757,831 ** 

Percent 
Contributed 
Em ployer and 

Other 
Sources 

93.59 %  
102.99 
90.99 
92.59 
83.25 
87.05 

* For actuarial purposes the contributions received differs from  the audited 
contribution incom e. The audited am ount includes contributions receivable 
of $152,754,748, in accordance with generally accepted accounting principles 
For actuarial purp oses, the receivahle is not deem ed an asset of the Fund. 

** The percent contributed  employer :includes $17,167,452 received from the 
trust which red uced the contributions receivable. 
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A ctuarial 
V aluation 
Dat~ 

FIREFIGHTERS' PEN SION  AN D RELIEF FUND 
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SCHEDULE OF FUND ING PROGRESS - OLD SYSTEM  
DECE2ClBER 3L :[996 TI-IROL~C_/];I~29~1 

OLD SYSTEM  
Actuarial 

A ctuarial A ccrued 
V aluation Liability 

ASSB~T~ (AAL) 
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U nfunded 
A AL Funded 

(tJA AL3 Ratio 

December31, 1996 $ 5,628,192 $ 166,906,068 $ 161,277,876 

December 31, 1997 8,548,009 172,848,372 164,300,363 

Decem ber 31, 1998 9,251,250 173,513,041 164,261,791 

December 31, 1999 9,422,770 166,889,660 157,466,890 

December 31, 2000 * 9,424,836 172,456,220 163,031,384 

December 31, 2001 " 10,264,823 173,378,296 163,113,473 

U A AL A s A 
Percentage 

Covered O f Covered 
E~,w ll E~yrgll 

3.37 % $ 556,263 

4.95 336,872 

5.33 207,315 

5.65 130,608 

5.47 44,040 

5.92 -- 

28,993.10 % 

79,232.95 

120,564.50 

370,189.34 

N~  

*The actuarial valuation of assets differs from  flae audited net assets held in trust for pension benefits. 
The audited amount includes contributions receivable of $128,406,475 and $152,832,672, for the 
years ended D ecem ber 31, 2001 and 2000, respectively, in aecordance w ith accounting principles 
generally accepted in the United States of Am erica. For actuarial purposes, the receivable is not 
deem ed an asset of the Fund. 
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The information presented in the Schedules of Contributions mad the Sched ule of Funding Progress was 
determ ined as part of the actuarial valuations at the dates indicated . Additional information as of the 
latest actuarial valuation follow s: 

Valuation D ate 

Actuarial Cost M ethod 

Asset Valuation M ethod 

A ctuarial A ssum ptions: 
Investm ent Rate of Return  

Projected Salary Increases 
Cost of Living Adjustments 

Am ortization M ethod 

Rem aining ,4anortization Period 

D ecember 31, 2001 

N ew System : The A ggregate Level N onnal Cost 
M ethod. 

Old System : Entry AgeN orm al Cost M ethod 

New System : 
M arket 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 retirement benefits is 
based  on benefits currently being paid by the Fund 
and includes previously gran ted cost of living 
increases. The present values do not include 
provisions for potential future increases not yet 
authorized by the Board of Trustees. 

The am ortization period is for a spec ific num ber of 
year s w ith paym ents at a level am ount. 

11 year s 



 

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

IND EPENDENT AUD ITOR'S REPORT ON COM PLIAN CE AND 
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BA SED ON AN  AUDIT OF FIN A NCIAL STATEM ENTS PERFORM ED 
IN ACCORDANCE W ITH GOVERNM ENT AUD ITIN G STAND ARDS 

FOR THE YEAR ENDED DECEM BER 31. 2001 

Honorable M ayor and Council of 
the City of N ew Orleans, Louisian a 
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June 2,2002 

W e have audited the finan cial statem ents offile Firefighters' Pension an d Relief Fund of the City of 
N ew Orleans as of an d for the year ended December 31, 2001, an d have issued our report thereon dated 
June 2, 2002. W e conducted our audit in accordan ce w ith auditing stan dards generally accepted  in the 
U nited States of Am erica and the stan dards applicable to financial audits contained in Government 
Auditing Standards, issued by the Com ptroller G eneral of the U nited  States. 

Com pliance 

A s part of obtaining reasonable assuran ce about whether the Firefighters' Pension an d Relief Fund 
of the City of N ew Orleans' finan cial statem ents are free of m aterial m isstatem ent, we perform ed tests of 
its compliance with certain provisions of laws, regulations an d contracts, noncompliance with which 
co uld have a direct and m aterial effec t on the determ ination of finan cial statem ent am ounts. However, 
providing an opinion on complian ce with those provisions was not an objective of our audit an d, 
accordingly, w e do not express such an  opinion. The results of our tests disclosed  no instances of 
noncomplian ce that are required  to be reported  under Government Auditing Standards. 

Intern al Control Over Financial R 

In planning an d performing our audit, w e considered the Firefighters' Pension an d Relief Fund of 
the City of New Orlean s' internal control over finan cial reporting in order to determ ine our auditing 
procedures for the purpose of expressing our opinion on the finan cial statem ents and not to provide 
assurance on the intern al co ntrol over finan cial reporting. How ever, w e noted  certain m atters involving 
the internal control over finan cial reporting and it,,; operation that we co nsider to be reportable conditions. 
Reportable co nditions involve m atters co m ing to our attention relating to significant deficiencies in the 

design or operation of the internal control over financial reporting that, in our judgment, could adversely 
affec t the Firefighters' Pension and Relief Fund of the City of N ew Orleans' ability to rec ord, process, 
sum m arize and report finan cial data consistent w ith the as sertions of m anagem ent in the financial 
statem ents. The reportable conditions are noted bolow : 
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The DROP and PLOP subsidiary ledgers m'e not being reconciled to the general ledger. Subsidiary 
led gers are the source of account transactions. They offer support to the general ledger accounts and 
should be balan ced to the general ledger on a regular basis. W e recom m end the Fund develop a form al 
reconciliation procedure to ensure that the DROP and PLOP subsidiary ledgers are in agreem ent with the 
general led ger. 

The Fund does not have any procedures in place to perform  an independent review for the 
com pleteness of interest an d dividend incom e. Proced ures should be in place to determ ine that all 
investm ent incom e is properly received and rec orded. If the Fund does not perform a review of inco m e 
rec eived  on investm ents, it risks the possibility of loss of funds. W e recom m end the Fund develop and 
implem ent proced ures to perform this independent review. 

A m aterial w eakness is a condition in which the design or operation of one or m ore of the 
intern al co ntrol com ponents does not red uce to a relatively low level the risk that m isstatem ents in 
am ounts that w ould be m aterial in relation to the finan cial statem ents being audited m ay occur an d not 
be detec ted within a tim ely period by employees in the norm al course of perform ing their assigned 
functions. Our consideration of the intern al control over financial reporting w ould not nec essarily 
disclose all m atters in the internal control that m ight be reportable conditions and, accordingly, would 
not disclose all reportable conditions that are also considered to be m aterial w eaknesses. However, we 
believe the reportable conditions described above are not m aterial w eaknesses. W e also noted other 
matters involving the intern al control over financial reporting tl~at we have reported to manag~ment Of 
the Firefighters' Pension and Relief Fund of the City of New Orlean s in a separate letter dated June 2, 
2002. 

This report is intended solely for the use of the City Council, Boar d of Trustees, an d the Office of 
Ihe Legislative Auditor of the State of Louisiana, and is not intended  to be and should not be used  by 
anyone other than these specified  parties. Under Louisiana Revised  Statute 24:513, this report is 
distributed  by the Legislative Auditor as a public docum ent. 
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J~ne 2, 2002 

W e have audited the financial statem ents of the Firefghters' Pension an d Relief Funds of the City 
of New Orlean s as of an d for the year ended  December 31, 2001, and have issued our report thereon dated 
June 2, 2002. W e conducted  our audit in acc ordance with auditing standards generally accepted  in the 
U nited States of Am erica an d the standards atrplieable to finaneia'J an gits contained in Governm ent 
Audit#tg Standards, issued by the Comptroller General of the United  States. 

A s part of our exam ination, w e have issued our report on the financial statem ents, dated June 2, 
2002, and our report on intern al control and com pliance w ith law s, regulations, an d contracts, dated June 

2, 2002. 

During our audit, we becam e aware of the certain m atters that we feel are opportunities for 
strengthening internal controls and operating effi ciencies. Our com m ents ar e suggestions that are 
sum m ar ized  below . This letter does not affect ore" report dated June 2, 2002 on the finan cial statem ents of 
the Firefighters' Pension and Relief Funds of the City of N ew Orleans, 

B a._ _  nk Reconciliations 

During audit proced ures, it was noted  that the payroll bank account for the Old System had not been 
form ally rec onciled  to the general ledger for several m onths during the year, including D ecember. 
Reconciliation of ban k accounts on a m onthly basis is nec essary to ensure that tran sactions are properly 
rec orded in the financial statem ents. 

It is rec omm ended that all ban k accounts of the Fund be reconciled to the general ledger on a 
m onthly basis. 



H onorable M ayor and 
Council of the City of N ew Orlean s -2- June 2, 2002 

D uring audit testing, it was noted that the taxes withheld oi1 pension paym ents of the Old System for 
the m onths of M ay, June and October 2000 have not been rem itted to the Internal Revenue Service as of 
D ecem ber 31, 2001. In addition, w e could not determine ifth~ annual Form  945 tax return s were filed  
with the IRS for the years 1999 and 2000. The failure to file IRS Form 945 and rem it the taxes withheld 
m ay result in the Fund incurring interest and penalties. 

W e recom m end that the Fund take the necessary steps to ensure that IRS Form  945 and the taxes 
w ithheld from  pension paym ents ar e properly filed  an d rem itted to the IRS on a tim ely basis to avoid 
incurring interest an d penalties. 

Firewood Estates. LLC 

D uring the audit, it w as noted  that the books of Firewood Estates did not reflect an y of/he activity 

which occurred in 2001. Journal entries were made during the audit to adjust cash an d interest income 
and interest expense. The journal entries were necessary to ensure that the Fund's finan cial statements 
were not m isstated with respect to the investm ent agreem ent. In addition, we noted  that the quarterly 
interest paym ents due from  Riverwood Estates Phase I, LLC beginning June 30, 2001 had not been m ade. 

It is recom m end that the Fund's accountan t review the term s of all investm ent agreem ents to ensure 
that they are properly recorded  an d to ensure that all inco m e due is received on a tim ely bas is. 

W e recom m end m an agem ent address the foregoing issues as improvem ents to operations an d the 
adm inistration of public program s. W e are available to further explain the suggestions or help im plem ent 
the rec om m endations. 

W GS/el 

Sincere/y, 

DUPLAN TIER, HRAPNIANN , HO GAN  & M AHER, LLP 

W illiam G. Stamm , CPA 
Partner 
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Legislative Auditor 
Engagem ent Processing 
Post Office Box 94397 
Baton Rouge, LA 70804-9373 

D ear Sir or M adam  

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

A . FINAN CIAL STATEM ENT AUD IT OPIN ION 

A J. DUPI,ANTII, R. JR C.PA 
(1919 1985) 

blil.IX J ]IRAPMANN, JR . C ~A 
(1919 19901 

W ILLIAM R. ]lOGAN, JR , C [)A 
(1920 1996) 

JAMES M AHER. JR., C PA 
(1921-1999) 

M EMBERS 
AMERICAN INS'I fl (rl E ol 

CERTIFIED PUBI.IC ACCOUN1AN1 S 
SOCIEIY OI ].A C, EA'S 

June 2,2002 

W e have audited the finan cial statem ents of the Firefighters Pension and Relief Fund of the City of 
N ew Orlean s as of and for the year ended D ecem ber 31, 2001 an d have issued our report thereon 
dated June 2, 2002. W e conducted  our audit in accordance with auditing stan dards generally 
aecepted in the United  States of Am erica arid the stan dards applicable to financial audits contained 
in Government Auditing Standards, issued  by the Com ptroller General of tile United  States. Our 
audit as of D ecem ber 31, 2001 resulted  in an  unqualified opinion. 

B. REPORT ON COM PLIAN CE AND ON IN TERNAL CONTROL OVER FINANCIAL 
REPORTIN G : 

Intern al Control: 

M aterial w eaknesses - None noted  
Reportable conditions - See current year findings 01-01 through 01-02 below 

Com pliance: 

Noncom pliance m aterial to finan cial statem ents - None noted 

M anagem ent Letter: 

See current year findings 01-03 to 01-05 

C. FEDERA L AW ARD S 

N /A 



Legislative Auditor 
Engagem ent Processing -2- 

SECTION 2: FINAN CIAL STATEM ENT FIND IN GS 

01-01 DROP/PLOP Reco nciliations 

June 2,2002 

The DROP/P LOP subsidiary ledgers are not being properly reconciled to tile general ledger. 
Subsidiary ledgers are the source of account tran sactions. They offer support to the general ledger 
accounts an d should be reconciled  to the general led ger on a regular basis. W e recom m end the 
Fund develop a form al reconciliation procedure to ensure the DROP and PLOP subsidiary led gers 
are in agreem ent w ith the general led ger. 

01-02 Interest an d D ividend Inco m e 

The Fund does not have any procedures in place to perform  an independent review for the 
com pleteness of interest and dividend incom e. Proced ures should be in place to determ ine that all 
investm ent incom e is properly received  an d recorded . If the Fund does not perform a review of 
inco m e received  on investm ents, it risks the possibility of loss of funds. W e recomm end the Fund 
develop and im plem ent procedures to perfoJan this independent review . 

01-03 Bank Rec onciliations 

The payroll bank acco unt for the Old System of the Fund w as not form ally rec onciled to the 
general led ger for several m onths during the year , including D ecem ber. Rec onciliation of bank 
acco unts on a m onthly basis is necessary to ensure that tran sactions are properly recorded  in the 
finan cial statem ents, W e recom m end that all bank accounts of the Fund be reco nciled  to the 
general led ger on a m onthly basis. 

01-04 Firewood Estates. LLC 

The books of Firewood Estates, LLC did not reflect the activity that took place in 2001. 

Journal entries were made during the audit 1o adjust cash and interest income and interest expense. 
The journal entries were necessary to ensure that the Fund's financial statements were not misstated 
w ith respect to the investm ent agreem ent. In addition, the quarterly interest paym ents due from 
Riverwood Estates Phase I, LLC beginning June 30, 2001 had not been made. W e recommend that 
the Fund's accountan t review the term s of all investm ent agreem ents to ensure that they are 
properly rec orded  an d to ensur e that all inco m e due is received on a tim ely basis. 

01-05 Form 945 D enosits 

The taxes w ithheld on pension paym ents of the Old System  for the m onths of M ay, June 
and October 2000 have not been rem itted  to the Intern al Revenue Service as of D ec ember 31,2001. 
In addition, we w ere unable to determ ine whether the annual Form  945 tax retum s w ere filed w ith 
the IRS for the years 1999 an d 2000. The failure to file IRS Form 945 and rem it the tax es withheld 
m ay result in the Fund incurring interest an d penalties. W e recom m end that the Fund take the 
nec essary steps to ensure that IRS Form  945 an d the taxes w ithheld from  pension paym ents are 
properly rem itted to the IRS on a tim ely basis to avoid incurring interest an d penalties. 



Legislative Auditor 
Engagem ent Processing 

B 

~3- 

00-01 Investm ents 

June 2, 2002 

It w as noted that the Fund's investm ents were not recorded  and rec onciled to the Ban k One 
trust statem ents during the year. The failure to properly record and reconcile all investm ent 
transactions m ay result in the misstatem ent of the financial statements of the Fund. W e 
rec omm ended that the Fund take the nec essary steps to ensure that all investm ent transactions are 
rec orded an d reconciled  to the tru st statem ents in a tim ely m araler. 

The finding w as resolved in the current year 

00-02 Bank Reconciliations 

It was noted  that the payroll bank account for the Old System had not been form ally 
reconciled  to the general led ger for several m onths during the year, including December. M onthly 
reconciliations are nec essary to ensure that tran sactions ar e properly rec orded in the financial 
statem ents. W e recom m ended  that all bank accounts of the Fund be reconciled  to the general ledger 
on a m onthly basis. 

Sim ilar instan ces were noted  in the current year an d are reported in finding 01-03 

It was noted  that the taxes withheld on pension paym ents of the Old System for the m onths 
of M ay, June and October 2000 were not properly rem itted to the Internal Revenue Service as of 
D ecem ber 31, 2000. The failure to properly rem it the taxes w ithheld m ay result in the IRS 
assessing interest an d penalties. W e rec om m ended  that the Fund tak e the necessary steps to ensure 
that the taxes withheld on pension payments are properly remitted to the IRS on a m onthly basis. 

D uring the current year , it w as noted that the taxes withh eld had not yet been rem itted  to the 
I R~ as of December 31,2001, as reported  in finding 01-05, 

The finding was resolved  in the current year 
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June 27, 2002 

BOARD OF TRUSTEE8 
-  OF: THE - 

FIRE FIBHTER'8 PEN810N AND RELIEF FUND 

Legislative Auditor 
Stale of Louisiana 
P O Box 94397 
Baton Rouge La 70804-9397 

FOR THE CITY OF NEW ORLEANS 

329 So. DORGENOIS STREET 

New Orleans, Louisiana 70119 

821 - 4671 

D ear Sir or M adam : 
Following is the Corrective Action Plan for the audit findings reported in the audit report and 

m anagem ent letter for the Firefighters' Pension and Relief Fund for the City of New Orleans for the year 
ended December 31,2001. 

01-01 

The Fund will develop a form al reconciliation procedure to ensure the DROP/PLOP subsidiary ledgers 
are in agreem ent with the general ledger. 

01-02 

The Fund will develop and implem ent procedures to perform  an independent review for the com pleteness 
of interest and dividend receipts. 

01-03 

All bank accounts of the Fund are reconciled m onthly and are current as of M ay 31,2002 

01-04 

Firewood Estates LLC is m erely a passthrough entity. All activity is conducted and m onitored in 
Riverwood Estates LLC during the year. Since these entities are administered internally it is necessary only 
to m ake entries annually to Firewood Estates LLC. 

01-05 
Form 945 D eposits 
Tile Fund is corresponding with IRS to complete any incom plete inform ation or deposits from prior years. 
The Fund has on m ore than one occasion subm itted duplicate copies of Form 945 to IRS and does not know 
why the IRS has not processed those returns. 

Should you require further information, we will be happy to provide it 1o you 

CEO/Secretary-Treasurer 


