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INDEPENDENT AUDITOR'S REPORT

June 26, 2015
Honorable Mayor and Council of
the City of New Orleans, Louisiana
We have audited the accompanying financial statements of the New System and Old
System of the Firefighters' Pension and Relief Fund of the City of New Orleans and Subsidiaries,
a component unit of the City of New Orleans, which comprise the statement of fiduciary net
position as of December 31, 2014 and the related statement of changes in fiduciary net position
for the year then ended and the related notes to the financial statements, which collectively
comprise the Fund’s basic financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control relevant
to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit.
We did not audit the financial statements of Greenspring Associates Global Partners II-A, L.P.,
Lakewood Restoration Partners, L.T.D., and Austin Falconhead, L.P., which represent 2.79
percent, negative 0.10 percent, and negative 25.91 percent, respectively, of the net position of the
New System. Those statements were audited by other auditors whose reports have been
furnished to us, and our opinion, insofar as it relates to the amounts included for Greenspring
Associates Global Partners II-A, L.P., Lakewood Restoration Partners, L.T.D. and Austin
Falconhead, L.P., is based on the reports of the other auditors. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in 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.
1615 Poydras Street, Suite 2100  New Orleans, LA 70112  (504) 586-8866  Fax (504) 525-5888
1670 Old Spanish Trail  Slidell, LA 70458  (985) 649-9996  Fax (985) 649-9940
247 Corporate Drive  Houma, LA 70360  (985) 868-2630  Fax (985) 872-3833
5047 Highway 1, P. O. Box 830  Napoleonville, LA 70390  (985) 369-6003  Fax (985) 369-9941
www.dhhmcpa.com
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An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinions.
Opinion
In our opinion, based on our audit and the reports of other auditors, the financial statements
referred to above present fairly, in all material respects, the financial position of the New System
and Old System of the Firefighters’ Pension and Relief Fund of the City of New Orleans, as of
December 31, 2014, and the changes in financial position for the year then ended in accordance
with accounting principles generally accepted in the United States of America.
Emphasis of Matter
As disclosed in Note 4 to the financial statements, the total pension liability for the New
System and Old System of the Firefighters’ Pension and Relief Fund of the City of New Orleans
was $513,372,743 and $176,689,235, respectively, as of December 31, 2014. The actuarial
valuations were based on various assumptions made by the System’s actuary. Because actual
experience may differ from the assumptions used in the actuarial valuation, there is a risk that the
total pension liabilities at December 31, 2014 could be under or overstated.
Other Matters
As of December 31, 2014 the New System has net assets available for benefits in the
amount of $62,645,277 with a total pension liability of $513,372,743. The liability includes
DROP and PLOP account balances in the amount of $33,669,998 and $22,476,048 respectively.
A large percentage of the New System’s investments are long term positions and are not liquid.
This may have a negative impact on future cash flows.
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Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and other required supplementary information, as listed in
the table of contents, be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.
Other Information
Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Firefighters’ Pension and Relief Fund of the City of New Orleans’s
basic financial statements. The supplementary schedules, as listed in the table of contents, are
presented for the purposes of additional analysis and are not a part of the basic financial statements.
The supplementary schedules are the responsibility of management and were derived from
and relate directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the supplementary schedules are fairly stated, in all material
respects, in relation to the basic financial statements as a whole.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated
June 26, 2015 on our consideration of the Firefighters' Pension and Relief Fund of the City of
New Orleans' internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal
control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Fund’s internal
control over financial reporting and compliance.

Duplantier, Hrapmann, Hogan & Maher, LLP
New Orleans, Louisiana
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FIREFIGHTERS’ PENSION AND RELIEF FUND
OF THE CITY OF NEW ORLEANS
MANAGEMENT’S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2014

The following is management’s discussion and analysis of the financial performance of the
Firefighters’ Pension and Relief Fund of the City of New Orleans (NOFF or the Fund). It is presented
as a narrative overview and analysis for purpose of assisting the reader with interpreting key elements
of the financial statements, notes to the financial statements, required supplementary information, and
supporting schedules for the current year.
OVERVIEW OF THE FINANCIAL STATEMENTS
The discussion and analysis is intended to serve as an introduction to the Fund’s basic financial
statements, which are comprised of three components:
 Statement of fiduciary net position
 Statement of changes in fiduciary net position, and
 Notes to financial statements
This report also contains required supplemental information in addition to the basic financial
statements themselves.
The statements of fiduciary net position report the pension fund’s assets, liabilities and resultant net
position restricted for pension benefits. They disclose the financial position of the Fund as of
December 31, 2014.
The statement of changes in fiduciary net position reports the results of the pension fund’s operations
during the year disclosing the additions to and deductions. It supports the change that has occurred to
the prior year’s net position on the statement of fiduciary net position.
Required supplementary information consists of four schedules and related notes concerning the net
pension liability, employer contributions, and investment returns of the Fund.
Supporting schedules include information on changes in reserve balances, administrative expenses, and
compensation paid to the agency head.
NOFF FINANCIAL ANALYSIS
NOFF provides retirement allowances and other benefits for firefighters of the City of New Orleans.
The Fund consists of two systems, the Old System and the New System. The Old System includes
firefighters employed before January 1, 1968. The New System covers firefighters who were
employed after December 31, 1967 or Old System members who have elected coverage under the
New System.
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FIREFIGHTERS’ PENSION AND RELIEF FUND
OF THE CITY OF NEW ORLEANS
MANAGEMENT’S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2014

Consolidated Statements of Fiduciary Net Position
December 31, 2014 and 2013
New System
2014
Cash
Receivables
Due(to)/from Old System/New System
Investments
Collateral held under security lending
Other assets
Property and equipment

$

Total assets
Liabilities
Total liabilities

Net position - restricted for
for pension benefits
Noncontrolling interests
Total net position

$

Old System
2013

1,681,587
7,872,640
3,729,377
102,755,477
395,672
235,679
-

$

6,319,553
6,172,785
(254,720)
133,640,567
1,926,475
346,354
-

2014
$

2013

466,711
254
(3,729,377)
18,621,741
311

$

123,910
43
254,720
17,322,906
782

116,670,432

148,151,014

15,359,640

17,702,361

52,778,113
52,778,113

62,185,032
62,185,032

98,929
98,929

22,751
22,751

62,645,277
1,247,042
63,892,319

84,775,908
1,190,074
85,965,982

15,260,711
15,260,711

17,679,610
17,679,610

$

$

$

Consolidated Statements of Changes in Fiduciary Net Position
For the Years Ended December 31, 2014 and 2013

New System
2014
Additions:
Contributions
Other additions
Investment income (loss)

$

Total additions/(deductions)
Total deductions
Increase (Decrease)

$

22,687,080
134,100
(5,328,054)

Old System
2013

$

13,705,436
40,015
(40,244,278)

2014

$

17,172,611
1,622,814

2013

$

20,895,749
1,243,694

17,493,126

(26,498,827)

18,795,425

22,139,443

39,623,757

32,261,383

21,214,324

21,024,555

(22,130,631)

$

(58,760,210)

$

(2,418,899)

$

1,114,888
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FIREFIGHTERS’ PENSION AND RELIEF FUND
OF THE CITY OF NEW ORLEANS
MANAGEMENT’S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2014

Additions to Fiduciary Net Position
Additions to the Fund’s fiduciary net position were derived from member and employer contributions,
state fire insurance rebates, millage, and investment income. The change in city appropriations and
millage was primarily attributable to the City of New Orleans shifting appropriations of approximately
$3.7M from the Old System to the New System in 2014. The New System also received an additional
$4.6M from the City of New Orleans in 2014 related to the partial funding of the mandamus lawsuit.
The decrease in investment losses for the New System was primarily related to the significant decrease
in market values recorded on the Fund’s investments during 2013. Investment performance for the
New System and Old System improved in 2014.
Old System

New System

2013

2014
Member contributions
City appropriations
and millage
State insurance rebate
Transfer from
other systems
Net investment income
(loss)

$

2,038,542 $

Increase
(Decrease)
Percentage

2014

2013

1,392,726

46.37

19,902,654
745,884

11,573,273
739,437

71.97
0.87

16,426,727
745,884

20,156,308
739,441

134,100

40,015

235.12

-

-

-

1,243,694
22,139,443

30.48

(5,328,054)
(40,244,278)
$ 17,493,126 $ (26,498,827)

$

Increase
(Decrease)
Percentage

(86.76)
$

- $

1,622,814
18,795,425 $

-

(18.50)
0.87

Deductions from Fiduciary Net Position
The majority of deductions from net position include retirement, death and survivor benefits, PLOP
and DROP withdrawals and administrative expenses. Deductions from fiduciary net position increased
by $7,362,374 in the New System in 2014, primarily due to an increase in DROP and PLOP
withdrawals and an increase in retirement benefits. Deductions from fiduciary net position increased
by $189,769 in the Old System in 2014, primarily due to an increase in DROP withdrawals offset by a
decrease in retirement benefit payments.
New System

Retirement benefits
$
Refund of contributions
Death benefits
Depreciation expense
Administrative expenses
DROP withdrawal
PLOP withdrawal
Transfer to other system
$

2014
23,134,504 $
96,994
24,000
600,909
8,310,935
7,412,596
43,819
39,623,757 $

2013
22,088,565
123,737
27,000
934,816
5,068,674
4,004,889
13,702
32,261,383

Old System
Increase
(Decrease)
Percentage
4.74 $
(21.61)
(11.11)
(35.72)
63.97
85.09
219.80
$

2014
17,570,723 $
51,000
471
572,925
1,449,173
1,570,032
21,214,324 $

2013
18,268,014
51,000
1,040
623,947
89,365
1,991,189
21,024,555

Increase
(Decrease)
Percentage
(3.82)
(54.71)
(8.18)
1,521.63
(21.15)
-
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FIREFIGHTERS’ PENSION AND RELIEF FUND
OF THE CITY OF NEW ORLEANS
MANAGEMENT’S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2014

Investments
NOFF is responsible for the prudent management of funds held in trust for the exclusive benefit of
members’ pension benefits. Funds are invested to achieve maximum returns without exposing
retirement assets to unacceptable risks. Total consolidated investments at December 31, 2014
amounted to $102,755,477 and $18,621,741 for the New and Old Systems, respectively, as compared
to $133,640,567 and $17,322,906 at December 31, 2013. Total investments decreased approximately
23.11% in the New System and increased approximately 7.50% in the Old System. The decrease in
investments for the New System was primarily attributable to significant asset sales and investment
losses generated during 2014. The increase in investments for the Old System was primarily
attributable to the investment gains generated during 2014.
REQUESTS FOR INFORMATION
Questions concerning any of the information provided or requests for additional financial information
should be addressed to Thomas F. Meagher III, Secretary-Treasurer of the Firefighters’ Pension and
Relief Fund of the City of New Orleans, 3520 General DeGaulle, Suite 3001, New Orleans, LA
70114.
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FIREFIGHTERS' PENSION AND RELIEF FUND
OF THE CITY OF NEW ORLEANS AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF FIDUCIARY NET POSITION
DECEMBER 31, 2014

New System
ASSETS:
Cash (Note 5)
Receivables:
Accounts receivable, net
Accrued investment income
Investments receivable, net (Note 11)
Due (to)/from Old/New System
Member contributions receivable
Total receivables

$

1,681,587

Old System
$

466,711

273,960
7,399,079
30,992
3,729,377
168,609
11,602,017

254
(3,729,377)
(3,729,123)

5,537,862
2,891
22,954,275
5,241,153
8,330,308
8,286,301
7,819,096
44,583,591
102,755,477

18,621,741
18,621,741

395,672

-

94,330
9,214
132,135
235,679

-

116,670,432

311
15,359,640

LIABILITIES:
Accounts payable
Other payables
Payroll taxes payable
Deferred lease liability (Note 7)
Notes payable (Note 17)
Lines of credit (Note 17)
Obligation under Securities Lending Program (Notes 5 and 10)
Total liabilities

571,847
713,416
2,732,220
7,521,271
40,843,687
395,672
52,778,113

95,677
3,252
98,929

NET POSITION - RESTRICTED FOR PENSION BENEFITS
NONCONTROLLING INTEREST
NET POSITION

62,645,277
1,247,042
63,892,319

15,260,711
15,260,711

INVESTMENTS (at fair value): (Note 1)
Cash equivalents (Note 5)
Bonds (Note 5)
Stocks
Mutual funds (Note 15)
Notes receivable (Notes 5 and 12)
Investment in limited liability corporations (Note 14)
Investment in partnerships (Note 13)
Investment in real estate (Note 16)
Total investments
Collateral held under Securities Lending Program (Notes 5 and 10)
OTHER ASSETS
Inventory
Prepaid expenses
Other intangible assets
Total other assets
Property and equipment, net of accumulated depreciation
of $103,074 (Note 6)
Total assets

See accompanying notes.

$

$
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FIREFIGHTERS' PENSION AND RELIEF FUND
OF THE CITY OF NEW ORLEANS AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
FOR THE YEAR ENDED DECEMBER 31, 2014
New System
ADDITIONS: (Note 1)
Contributions: (Note 3)
Member
Employer
Millage
City appropriations
Fire insurance rebate
Total contributions

$

Investment income (loss):
Securities litigation proceeds
Interest and dividend income
Net appreciation/(depreciation) in fair value of investments
Other investment income

2,038,542
17,329,381
2,573,273
745,884
22,687,080

Old System

$

20,850
982,529
(3,443,086)
1,856,890
(582,817)

Less investment expense:
Investment management fees
Custodian fees
Foreign taxes
Miscellaneous investment expense
Golf course operating loss

99,074
1,541,537
1,640,611

1,033,743
32,818
1,097
113,718
3,589,495
4,770,871

Net investment income (loss)
Less: Net investment loss attributable to noncontrolling interests
Net investment income (loss) attributable to the Pension Fund

1,156,108
15,270,619
745,884
17,172,611

17,797
17,797

(5,353,688)
25,634
(5,328,054)

1,622,814
1,622,814

OTHER ADDITIONS:
Transfer from other retirement system
Total other additions
Total additions

134,100
134,100
17,493,126

18,795,425

DEDUCTIONS:
Retirement benefits paid
Refund of contributions
Death benefits
Depreciation expense
Administrative expenses (Page 44)
DROP withdrawal
PLOP withdrawal
Tranfer to other retirement system
Total deductions

23,134,504
96,994
24,000
600,909
8,310,935
7,412,596
43,819
39,623,757

17,570,723
51,000
471
572,925
1,449,173
1,570,032
21,214,324

(22,130,631)

(2,418,899)

84,775,908

17,679,610

NET DECREASE
NET POSITION - RESTRICTED FOR PENSION BENEFITS
Beginning of year
END OF YEAR

See accompanying notes.

$

62,645,277

$

15,260,711
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FIREFIGHTERS' PENSION AND RELIEF FUND
OF THE CITY OF NEW ORLEANS AND SUBSIDIARIES
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2014

The Firefighters' Pension and Relief Fund (the Fund) was created, pursuant to Louisiana Revised
Statute 11:3361, for the purpose of providing retirement allowances and other benefits for firefighters of
the City of New Orleans. The Fund is a component unit of the City of New Orleans and is administered
by a Board of Trustees. Benefits, including normal retirement, early retirement, disability retirement and
death benefits, are provided as specified in La. R.S. 11:3361 et seq.
Consolidation:
The consolidated financial statements include the accounts of the Firefighters’ Pension and Relief
Fund of the City of New Orleans New System, the 99% owned subsidiaries of Austin Falconhead, L.P.,
Lakewood Restoration Partners, Ltd, Americus Real Estate Fund I, Ltd., the 90% owned subsidiary of
Greenspring Associates Global Partners II, L.P. and the 64.07% owned subsidiary, Sadie Creek
Commons, L.L.C. All intercompany transactions and balances have been eliminated upon consolidation.
The Fund is the 99% owner of Lakewood Restoration Partners, Ltd., which was formed to acquire
and develop property located in New Orleans, Louisiana, commonly known as the Lakewood Country
Club. The Lakewood Country Club began operations in 2009.
The Fund is the 99% owner of Austin Falconhead, L.P. (the partnership), a Texas limited
partnership which owns and operates the Falconhead Golf Club in Austin, Texas. The partnership was
formed on December 29, 2006. The partnership entered into a management and services agreement with
SG Falcon Services, LLC on January 1, 2008. The owner of SG Falcon Services, LLC is also the general
partner of Austin Falconhead, L.P., and therefore, the partnership has chosen to consolidate the
operations of SG Falcon Services as of January 1, 2008.
The Fund is the 99% owner of Americus Real Estate Fund I, Ltd., which was formed to acquire
commercial real estate properties occupied by public sector tenants meeting established criteria for
conversion to a capital lease program.
The Fund is the 90% owner of Greenspring Associates Global Partners II-A, L.P. (the partnership).
The partnership was initially formed on October 13, 2003. The primary objective of the partnership is to
generate significant returns for its partners, principally through long-term capital appreciation, by
making, holding and disposing of privately negotiated equity and equity-related investments (“Portfolio
Investments”), principally in (i) venture capital and private equity partnerships (“Portfolio Funds”) and
(ii) operating companies (“Portfolio Companies”). The objectives of the Portfolio Funds are long-term
capital appreciation through investments in companies in the healthcare, information technology, and
communications industries. The partnership’s ability to redeem investments in Portfolio Funds is
restricted. The partnership will continue until the last business day of January 2017, unless sooner
dissolved pursuant to the terms of the partnership agreement or by operation of law. The General Partner
has the option to extend the term for up to four additional one-year periods with the consent of a majority
in interest of the Limited Partners.
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FIREFIGHTERS' PENSION AND RELIEF FUND
OF THE CITY OF NEW ORLEANS AND SUBSIDIARIES
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2014

Consolidation: (Continued)
The Fund is the 64.07% owner of Sadie Creek Commons, L.L.C, which was formed to acquire an
11.41 acre parcel of commercial real estate property in Meridian, Idaho.
1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
The financial statements are prepared in accordance with the standards established by the
Governmental Accounting Standards Board (GASB). The financial statements include the
management’s discussion and analysis as supplementary information, as required by GASB
Statement Number 34, Basic Financial Statement- and Management’s Discussion and Analysisfor State and Local Governments and related standards.
Basis of Accounting:
The Fund's financial statements are prepared using the accrual basis of accounting.
Employer and employee contributions are recognized in the period in which the employee is
compensated for services performed. Benefits and refunds are recognized when due and payable in
accordance with the terms of the plan.
Interest and dividend income is recognized when earned. Fire insurance rebate monies are
recognized when due.
During the year ended December 31, 2014, the Fund adopted the provisions of GASB
Statement No. 67, Financial Reporting for Pension Plans. GASB Statement No. 67 established
new standards of financial reporting for defined benefit pension plans. Significant changes included
specifying the approach of contributing entities to measure pension liabilities for benefits provided
through the pension plan, increased the note disclosure requirements, and provided for additional
required supplementary information schedules.
Methods Used to Value and Report Investments:
Investments are reported at fair value. Short-term investments are reported at cost, which
approximates fair value. Securities traded on national or international exchanges are valued at the
last reported sales price at current exchange rates. Investments in notes receivables, partnerships,
and limited liability corporations are reported at fair value. Investments in real estate ventures are
valued at the latest available appraisal obtained.
Intangible Assets – Austin Falconhead, L.P.:
Intangible assets are stated at historical cost, less accumulated amortization. Amortization
expense is generally determined on a straight-line basis over the estimated useful life of the asset.
On December 31, 2006, Austin Falconhead, L.P. recorded an intangible asset related to a 99-year
land lease for approximately 199 acres of land, which is being utilized by the partnership for the
development and operations of the Falconhead Golf Club. The intangible asset is being amortized
over the life of the lease. The lease expires on December 31, 2099.
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FIREFIGHTERS' PENSION AND RELIEF FUND
OF THE CITY OF NEW ORLEANS AND SUBSIDIAIRES
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2014

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)
Intangible Assets – Austin Falconhead, L.P.: (Continued)
Austin Falconhead, L.P. recorded the intangible asset related to the 99-year land lease based
on the estimated fair value of the lease at the date of the transaction. This amount was calculated
based on the difference between the appraised value of the assets acquired, less the amounts
already allocated to other tangible assets and liabilities. As of December 31, 2014, the gross
amount of the intangible asset related to the land lease was $2,875,383.
During the year ended December 31, 2014, Austin Falconhead, L.P. recorded amortization
expense of $30,923 related to the intangible asset. Annual amortization expense expected to be
recorded in each of the next five years is estimated to be $30,923. Total accumulated amortization
at December 31, 2014 was $267,535. For presentation in these financial statements, this intangible
asset is classified as investments in real estate.
Property and Equipment – Pension Fund:
Property and equipment is valued on the basis of historical cost less accumulated
depreciation and depreciated using the straight-line method of depreciation over the assets useful
life. Useful lives range from 3 to 25 years.

2.

PLAN DESCRIPTION:
The Firefighters' Pension and Relief Fund was established and placed under the
management of the board of trustees for the purpose of providing retirement allowances and other
benefits as stated under the provisions of La. R.S. 11:3361 et seq. for active firefighters employed
by the City of New Orleans.
The Fund consists of two systems, the Old System and the New System. The Old System
covers firefighters who were employed before January 1, 1968. The New System covers
firefighters who were employed after December 31, 1967 or Old System members who have given
written application to the board to elect coverage under the New System.
At December 31, 2014, the Firefighters’ Pension and Relief Fund’s membership consisted
of:

Inactive plan members or beneficiaries receiving benefits
Inactive plan members entitled to but not yet receiving benefits
Active plan members
TOTAL PARTICIPANTS AS OF THE VALUATION DATE

New
System
708
64
525

Old
System
542
-

1,297

542
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2.

PLAN DESCRIPTION: (Continued)
Retirement Benefits:
Members covered under the New System may retire with twelve years of creditable
service at age fifty. The retirement benefit paid is two and one-half percent of average
compensation for each year of creditable service during the five highest consecutive years of
service preceding the date of retirement. If the member continues to remain a member of the
system beyond twelve years of service and such member attains the age of fifty, the retirement
benefit for each year or portion of a year beyond twelve years of service and after age fifty, shall
be an amount equal to three and one-third percent of the average annual compensation for each
year or portion of a year. Based on the Systems interpretation of the law, if the member
continues service beyond thirty years, the retirement benefit for each year or portion of a year
shall be an amount equal to three and one-third percent of the average annual compensation for
each year or portion of a year. The maximum benefit payable is 100% of average compensation
earned during any three highest average consecutive years of service preceding retirement.
Members covered under the Old System may retire with twenty years of creditable
service regardless of age. For the first twenty years of service, the retirement benefit paid is 50%
of average compensation during the best year of service preceding the date of retirement. For each
year of service in excess of twenty years, benefits are an additional 2.5% per year not to exceed
100%. In addition, if the member has attained age 50, his/ her benefit is increased by .5% for each
year of service over 25.
Refund Benefits:
Under the New System, upon withdrawal from service, members not entitled to receive
benefits from the Fund are paid a refund of accumulated contributions plus interest. For the Old
System, upon withdrawal from service, members not entitled to receive benefits from the Fund are
paid a refund of 80% of accumulated contributions.
Disability Benefits:
Under both systems, disability benefits are paid to employees who become physically or
mentally disabled and unable to perform their duties. Non-service related benefits are 30% of
average compensation during the last year of service immediately preceding the date of established
disability for those members with ten years of service or less, 40% for those members with more
than ten years but less than fifteen years of service and 50% for those members with more than
fifteen years of service. Service related benefits for those unable to do any work are the greater of
2/3 of monthly compensation or a regular retirement benefit if the member is so eligible. For those
unable to perform firefighting duties but able to do other work, service related benefits are equal to
the greater of 1/2 of monthly compensation or a regular retirement benefit if the member is so
eligible.
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2.

PLAN DESCRIPTION: (Continued)
Survivor Benefits:
If a member dies from service-connected causes while actively employed, irrespective of his
years of service or eligibility for pension by age, the member's surviving spouse shall be paid a
pension in the sum of 66 2/3% of the member’s salary at the time of death as an annuity. If the
member leaves children under the age of eighteen, those children shall receive a pension of $300
per month each. If a member is killed or dies in any other manner, the surviving spouse shall be
paid a pension in the sum of 50% of the member’s salary at the time of death as an annuity and the
member’s children under 18 years of age shall receive $300 per month each.
If a member’s child is mentally or physically handicapped and totally and permanently
disabled, the benefit is payable for life. If the firefighter is unmarried and leaves no dependent
children at death, the service related survivor benefit is payable to the firefighter's widowed
dependent parent. If the firefighter is unmarried and leaves no dependent children at death, nonservice related survivor benefits are payable to the firefighter's widowed parent. A $3,000 lump
sum benefit is payable upon the death of any active or retired member to the named beneficiary.
DROP Benefits:
In lieu of terminating employment and accepting a service retirement allowance, any
member who has twelve or more years of service and is eligible to receive a service retirement
benefit may elect to participate in the Deferred Retirement Option Plan (DROP) for up to five
years and defer the receipt of benefits. Upon commencement of participation in the plan, active
membership in the system terminates. During participation in the plan, employer contributions
cease. The monthly retirement benefit is calculated using the participant’s salary without
longevity increases, his years of service and benefit option. The DROP benefit is transferred into
the DROP fund. This fund does not earn interest during a member’s DROP participation. In
addition, no cost-of-living increases are payable to participants until employment which made
them eligible to become members of the system has been terminated for at least one full year.
Upon completion of participation in the DROP, and regardless of whether the member
terminates employment, the DROP fund will earn interest annually based on a one-year
composite rate of return of the Fund, minus an administrative fee of two percent, to be deducted
from the member’s account each year. Upon termination of employment prior to or at the end of
the specified period of participation, a participant in the plan may receive, at his option, a lump
sum from the account equal to the payments into the account.
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2.

PLAN DESCRIPTION: (Continued)
DROP Benefits: (Continued)
The monthly benefits that were being paid into the deferred retirement option plan fund will
be paid to the retiree. If a participant dies during the participation in the plan, a lump sum equal to
his account balance in the plan fund shall be paid to his named beneficiary or, if none, to his estate.
If employment is not terminated at the end of the five years, payments into the plan fund cease and
the person resumes active contributing membership in the system.
In lieu of terminating employment and accepting a service retirement allowance, any
member of this system who has not less than twelve years of creditable service in this system, and
who is eligible to receive a service retirement benefit, may elect to participate in the Deferred
Retirement Option Plan on a retroactive basis, and receive a lump sum benefit of up to five years,
based upon the value of the pension on a retroactive date selected.
PLOP Benefits:
A member, upon application for retirement, may elect to receive the actuarial equivalent
of his retirement benefit as a reduced monthly benefit payable for life, plus an initial lump-sum
benefit. The amount of the initial lump-sum benefit, as determined by the member, shall not
exceed an amount equal to the member’s normal retirement benefit times sixty. The member’s
monthly retirement benefit will be actuarially reduced based on the lump-sum amount
withdrawn and the member’s age at retirement. The partial lump-sum benefit, together with the
member’s reduced normal retirement benefit, must be actuarially equivalent to the member’s
normal retirement benefit.
The cost-of-living adjustment granted by the Board of Trustees to retirees who elect to
receive a reduced retirement benefit and a partial lump-sum benefit shall be based only on the
reduced retirement benefit and not on the partial lump-sum benefit.

3.

CONTRIBUTIONS AND RESERVES:
Contributions:
The New System is funded by employee and employer contributions established by state
statute. Employees contribute 10% of pensionable salary. Actual amount contributed by
employees for the year ended December 31, 2014 was $2,038,542. Employer contributions are
made monthly to pay the actuarially determined contributions for the prior year. The actuarial
required contribution of the employer was $36,182,434 for the year ending December 31, 2014.
The actual amount contributed by the employer for the year ended December 31, 2014 was
$17,329,381.

PAGE 16
FIREFIGHTERS' PENSION AND RELIEF FUND
OF THE CITY OF NEW ORLEANS AND SUBSIDIAIRES
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2014

3.

CONTRIBUTIONS AND RESERVES: (Continued)
Contributions: (Continued)
In addition, the Fund receives ad valorem taxes to fund additional benefits for the longevity
lawsuit. The amount of millage received for the New and Old System were $2,573,273 and
$1,156,108 for the year ended December 31, 2014, respectively.
The Fund receives fire insurance taxes of 2% of the fire insurance premiums written in the
City of New Orleans. In 2014, amounts received as a result of this tax were divided equally
between the two systems. Total amount received during the year ended December 31, 2014 was
$1,491,768 and is accounted for as contributions from a non-employer contributing entity.
The Old System is funded by employer contributions established by state statute. There are
no active employees in the Old System, thus no employee contributions are required. Employer
contributions are made monthly to pay the actuarially determined contributions for the prior year.
The actuarial required contribution of the employer was $18,841,269 for the year ended December
31, 2014. The actual amount contributed by the employer for the year ended December 31, 2014
was $15,270,619.
Administrative costs of the Fund are financed through employer contributions.
Reserves:
Use of the term "reserve" by the Fund 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) Annuity Savings:
The Annuity Savings is credited with contributions made by members of the Fund. The
annuity savings is also credited for interest earned on a member’s account balance.
When a member terminates his service, or upon his death before qualifying for a
benefit, the refund of his contributions plus interest is made from this reserve. When a
member retires, the amount of his accumulated contributions plus interest is transferred
to the Pension Reserve to provide part of the benefits. The Annuity Savings balance of
the New System is $19,945,399. There are no active members in the Old System and
therefore the Old System has no Annuity Savings balance.
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3.

CONTRIBUTIONS AND RESERVES: (Continued)
Reserves: (Continued)
B)

Deferred Retirement Option Plan Account:
The Deferred Retirement Option Plan (DROP) Account receives and holds the monthly
retirement benefits deposited on behalf of DROP participants while they continue to
work. At termination, a lump sum payment of the DROP deposits is made to the
participant or the participant may elect to leave the accumulated benefits on deposit in
the DROP account. The DROP account balance of the New System is $33,669,998.
The DROP balance of the Old System is $2,685,615.

C) Partial Lump-Sum Option Payment Account:
The Partial Lump-Sum Option Payment (PLOP) Account receives and holds until
requested an initial lump-sum benefit which shall not exceed an amount equal to the
member’s normal monthly retirement benefit times sixty, for those members who
upon application for retirement, elect to receive the actuarial equivalent of their
retirement benefit as a reduced monthly benefit plus an initial lump-sum benefit. The
PLOP account balance of the New System is $22,476,048. The PLOP balance of the
Old System is $3,528,053.
4.

NET PENSION LIABILITY OF EMPLOYER:
The components of the liability of the Fund’s employer to plan members for benefits
provided through the pension plan was as follows as of December 31, 2014:

Total
Pension
Liability

Plan
Fiduciary
Net Position

Employers
Net Pension
Liability

New System $ 513,372,743
Old System
176,689,235

$ 62,645,277
15,260,711

$ 450,727,466
161,428,524

Plan Fiduciary
Net Position as
a % of the
Total Pension
Liability
12.20%
8.64
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4.

NET PENSION LIABILITY OF EMPLOYER: (Continued)
Actuarial valuations involve estimates of the value of reported amounts and assumptions
about the probability of events far into the future. Actuarially determined amounts regarding the net
pension liability are subject to continual revision as actual results are compared to past expectations,
and new estimates are made about the future.
The actuarial assumptions used in the December 31, 2014 valuation were based on the
results of an experience study for the period from January 1, 2014 to December 31, 2014. The
required Schedule of Employers’ Net Pension Liability located in the required supplementary
information following the Notes to the Financial Statements presents multi-year trend information
regarding whether the plan fiduciary net position is increasing or decreasing over time relative to
the total pension liability. The total pension liability as of December 31, 2014 is based on actuarial
valuation for the same period, updated using generally accepted actuarial procedures.
Information on the actuarial methods and assumptions used as of the December 31, 2014
actuarial valuation is as follows:
Valuation Date:

December 31, 2014

Actuarial Cost Method:

Entry Age Normal

Investment Rate of Return:

New System – 5.21% (net of investment expenses)
Old System – 3.70% (net of investment expenses)

Salary Increases:

New System – 5.0%; Old System – N/A

Mortality:

1994 Uninsured Pensioner Table for active and retired;
1994 Uninsured Pensioner Table set forward 5-years for disabled
annuitants

Cost of Living Adjustments:

The present value of future retirement benefits is based on benefits
currently being paid by the Fund and includes previously granted cost
of living increases. The present values do not include provisions for
potential future increases not yet authorized by the Board of Trustees.

The forecasted long-term expected rate of return on pension plan investments was
determined using a building-block method in which best-estimate ranges of expected future real
rates of return (expected returns, net of pension plan investment expense and inflation) are
developed for each major asset class. These ranges are combined to produce the long-term
expected rate of return by weighting the expected future real rates of return by the target asset
allocation percentage and by adding expected inflation. The resulting long-term rate of return is
8.3% and 2.5% for the New System and Old System, respectively, for the year ended December 31,
2014.
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4.

NET PENSION LIABILITY OF EMPLOYER: (Continued)
The estimated arithmetic real rates of return for each major asset class based on the Fund’s
target asset allocation as of December 31, 2014 are as follows:

Asset Class
Equity Securities
Bonds
Alternative Investments
Cash and Cash Equivalents
Totals

Expected Rate of Return – New System
Long-term
Expected
Portfolio
Target Asset
Real Rate
Allocation
of Return
45%
10
45
--

3.47%
0.30
2.03
--

100%

5.80%

Inflation

2.50

Expected Arithmetic Nominal Return

8.30%

Asset Class

Expected Rate of Return – Old System
Long-term
Expected
Portfolio
Target Asset
Real Rate
Allocation
of Return

Equity Securities
Bonds
Alternative Investments
Cash and Cash Equivalents

--%
--100

--%
----

Totals

100%

--%

Inflation

2.50

Expected Arithmetic Nominal Return

2.50%
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4.

NET PENSION LIABILITY OF EMPLOYER: (Continued)
The discount rate used to measure the total pension liability for the New System and Old
System was 5.21% and 3.70%, respectively. The projection of cash flows used to determine the
discount rate assumed that contributions from plan members will be made at the current
contribution rates and that contributions from participating employers will be made at the approved
actuarially determined rates taking into consideration the recommendation of the Fund’s actuary.
Based on those assumptions, the New System’s fiduciary net position was not projected to be
available to make all projected future benefit payments of current plan members. Therefore, the
long-term expected rate of return on pension plan investments for the New System was blended
with a municipal bond rate and applied to all projected benefit payments to determine the total
pension liability. The Old System’s fiduciary net position was not projected to be available to make
all projected future benefit payments of current plan members. Therefore, the discount rate for the
Old System was determined using a municipal bond rate and applied to all projected future benefit
payments of current plan members.
In accordance with GASB 67, regarding the disclosure of the sensitivity of the net pension
liability to changes in the discount rate, the following presents the net pension liability of the
participating employers calculated using the discount rate of 5.21% and 3.70% for the New System
and Old System, respectively, as well as what the employers’ net pension liability would be if it
were calculated using a discount rate that is one percentage point lower or one percentage point
higher than the current rate as of December 31, 2014:
Changes in Discount Rate:
Current
1%
Discount
1%
Decrease
Rate
Increase
Net Pension Liability – New System
Net Pension Liability – Old System

5.

$504,458,973
174,519,859

$450,727,466
161,428,524

$405,692,331
149,920,822

DEPOSITS, CASH EQUIVALENTS AND INVESTMENTS:
Deposits:
As of December 31, 2014, the Fund’s cash balances in bank accounts from consolidated
entities exceeded the FDIC insurance by $243,571. The Fund has not experienced any losses
resulting from bank failure and does not believe it is exposed to any significant credit risk relating
to its cash balances.
The Fund considers all investments with original maturities of three months or less to be
cash equivalents. Cash equivalents of the New System and Old System consist of government
backed pooled funds, and institutional funds. The cash equivalents are held by the Fund's
custodian's trust departments in the Fund's name. The cash equivalents of the Old System also
consist of repurchase agreements which are collateralized.
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5.

DEPOSITS, CASH EQUIVALENTS AND INVESTMENTS: (Continued)
Investments:
Statutes authorize the Fund to invest under the Prudent Man Rule. The Prudent Man Rule
shall require each fiduciary of this fund and the board of trustees acting collectively on behalf of
this fund to act with the care, skill, prudence and diligence under the circumstances prevailing that
a prudent institutional investor acting in a like capacity and familiar with such matters would use
in the conduct of an enterprise of a like character and with like aims.
Notwithstanding the Prudent Man Rule, the board of trustees shall not invest more than
sixty-five percent of the total portfolio in common stock.
Concentration of Credit Risk:
Concentration of credit risk is defined as the risk of loss attributed to the magnitude of the
Fund’s investment in a single issuer. The risk occurs when investments are concentrated in any
one issuer that represents 5% or more of the Fund’s net position. Investments issued or
explicitly guaranteed by the U.S. Government and investments in mutual funds, external
investment pools, and other pooled investments are excluded from this requirement. At
December 31, 2014, the New System held investments in Intercontinental Real Estate
Investment Fund III and Gulf Islands Water Park, L.L.C. which represented 6.74% and 7.50% of
the New System’s net position, respectively.
The Fund’s investment policy states that no more than 25% of the equity portfolio
market value may be invested in any single industry at the time of purchase. In addition, no
more than 5% of total Fund assets at market may be invested in any one issuer’s securities at the
time of purchase (exclusive of issues of the U.S. Treasury or other Federal agencies). The Fund
was in compliance with the concentration of credit risk investment policy during the fiscal year
ended December 31, 2014.
Credit Risk:
Credit risk is defined as the risk that an issuer or other counterparty to an investment will
not fulfill its obligations. New System’s bond in the amount of $2,891 is in default as of
December 31, 2014.
The Fund’s investment policy allows for investment in publicly-traded debt securities rated
at or above Baa by Moody’s and BBB by Standard and Poor’s at time of purchase.
At December 31, 2014, $5,434,102 of the New System’s cash equivalents were rated AAA
by Standard and Poor’s, and $103,760 was not rated. At December 31, 2014, $18,621,741 of the
Old System’s cash equivalents were rated AAA by Moody’s.
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5.

DEPOSITS, CASH EQUIVALENTS AND INVESTMENTS: (Continued)
Custodial Credit Risk:
Custodial credit risk is defined as the risk that, in the event of the failure of the counterparty,
the Fund will not be able to recover the value of its investment or collateral securities that are in
the possession of an outside party.
At December 31, 2014, cash collateral held under the securities lending program in the
amount of $395,672 for the New System is exposed to custodial credit risk since the collateral is
not in the name of the Fund. The Fund’s remaining investments are not exposed to custodial credit
risk.
The Fund has no formal investment policy regarding custodial credit risk.
Interest Rate Risk:
Interest rate risk is defined as the risk that changes in interest rates will adversely affect the
fair value of an investment. At December 31, 2014, the Fund had the following investments in
long-term debt securities.
Investment Maturities
Investment Type

Fair
Value

Corporate bonds
Notes Receivable

$
2,891
$ 8,330,308

Less
Than 1
$
2,891
$6,360,308

1–5
$
$1,500,000

6 – 10
$
$

-

More
Than 10
$
$470,000

The Fund’s investment policy prohibits investment in debt securities with maturities greater
than thirty years at time of purchase. At December 31, 2014, all notes were within the specified
maturity guidelines on its debt securities. The Fund also owns a $470,000 note receivable with no
specified maturity date.
Money-Weighted Rate of Return:
The annual money-weighted rate of return on pension plan investments, net of pension
plan investment expense for the year ended June 30, 2014 was (7.43)% for the New System and
8.50% for the Old System. The money-weighted return expresses investment performance, net
of investment expenses, adjusted for the changing amounts actually invested.
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6.

PROPERTY AND EQUIPMENT:
Property and equipment consisted of the following at December 31, 2014:
Pension Fund – Old System:
Furniture and equipment
Less: Accumulated depreciation
Total Property and Equipment, net

$ 103,385
(103,074)
$
311

Depreciation expense for the year ended December 31, 2014 was $471 in the Old System.
7.

OPERATING LEASES:
Austin Falconhead, L.P. (the partnership) leases real property under a 99-year operating
lease that expires on December 31, 2099 and requires annual minimum lease payments each year.
The minimum lease payments are escalated and range from a current rate of $93,000 per year to
$1,249,553 in 2099. Commencing with calendar year 2011 and for the remainder of the term of the
lease, the lease requires that the partnership pay percentage rent in the amount, if any, by which
three percent of the partnership’s “net operating revenues” during each lease year exceeds the base
rent by the partnership for that lease year. The three percent of the partnership’s “net operating
revenues” did not exceed the minimum lease payment for 2014, and accordingly the company had
no obligation to pay percentage rent for the year ended December 31, 2014. Another party to the
lease has agreed to pay up to $93,000 per year in lease expense on behalf of the partnership in
return for certain rights and privileges related to the land.
The partnership records lease expense using the straight-line method over the term of the
lease, net of any payments received from the third party. The difference between the amount paid
and the amount recorded as an expense is recorded as a long-term deferred lease liability on the
statement of plan net assets. This liability represents an obligation the partnership will pay in
future years based on the projected increases in minimum lease amounts due under the land lease.
In addition to the land lease, the partnership periodically enters into lease transactions for
equipment. The partnership generally records lease payments on these operating leases as expenses
when incurred.
Lease expense related to the land and other operating leases for the year ended December
31, 2014 was $425,953 and is reported as an investment expense.
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7.

OPERATING LEASES: (Continued)
Future minimum lease payments under the non-cancelable operating lease are as follows:
Years ending December 31,
2015
2016
2017
2018
2019
Thereafter
Total

8.

$

87,415
90,545
91,669
27,139
24,430
31,429,796

$ 31,750,994

PER DIEM PAID TO BOARD MEMBERS:
Board members are not paid per diem for attending board meetings.

9.

USE OF ESTIMATES:
The process of preparing financial statements in conformity with accounting principles
generally accepted in the United States of America requires the use of estimates and assumptions
regarding certain types of assets, liabilities, revenues and expenses. Such estimates primarily
relate to unsettled transactions and events as of the date of the financial statements. Accordingly,
upon settlement, actual results may differ from estimated amounts.

10.

SECURITIES LENDING AGREEMENTS:
The Board of Trustees of the Fund authorized the Fund to enter into a securities lending
program. These agreements consist of the loan of stock and bonds with a simultaneous agreement
to reacquire the same loaned security in the future plus a contract rate of interest. The Fund
requires the dealer to transfer cash or collateral of no less than 100% of the market value of the
securities underlying the securities lending agreements. At December 31, 2014 the fair value of
the securities on loan is $385,413. The underlying collateral for these securities is $395,672.
In cases of security loans in which the collateral received by the Fund is cash, the Fund is
able to reinvest the cash under the agreement with the dealer. When this occurs the collateral is
reported as an asset with a corresponding liability. If the Fund receives collateral other than cash, it
may not reinvest the collateral. When this occurs, the Fund does not record the collateral on the
financial statements. In both cases, the loaned securities continue to be reported as an asset on the
balance sheet. The cash collateral was invested in cash equivalents and fixed income securities at
December 31, 2014. The maturities of these investments match the maturities of the securities
loans.
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10.

SECURITIES LENDING AGREEMENTS: (Continued)
At year end, the Fund has no credit risk exposure to borrowers because the amounts the
borrowers owe the Fund exceed the amounts the Fund owes the borrowers. The Fund cannot
pledge or sell collateral securities received unless the borrower defaults.
The information was not available to compute the gross amount of interest income earned
and interest expense incurred from security lending transactions. The net income received from
the transactions in the amount of $18,652 is recorded on the financial statements in investment
income.

11.

INVESTMENT RECEIVABLE:
On March 31, 2008, the Fund invested $15 million in the Series N shares of the FIA
Leveraged Fund (“Leverage Fund”), an open ended investment fund registered in the Cayman
Islands. The Leverage Fund is part of a master-feeder fund structure with affiliated entities in the
Cayman Islands, Bermuda, and the United States. All of the primary investments of the Leverage
Fund are owned by a Bermudan master fund known as Fletcher International, Ltd. (FILB). The
Series N Shares ranked senior to common shares of the Leverage Fund in payment of dividends
and liquidation. Each month after the initial investment, the Fund received valuation statements
from Citco Fund Services (Cayman Islands), who was the third-party independent administrator of
the Leverage Fund, showing that the value of the Fund’s investment had increased by 1% per
month.
In April 2011, the Fund requested a partial redemption followed by a full redemption request
in June 2011. These redemption requests were not met resulting in the Fund filing a winding up
petition with the Grand Court in the Cayman Islands to force the liquidation of the fund. In April
2012, the Cayman Court awarded the Fund a winding up judgment and official liquidators were
appointed to oversee the fund and wind up its affairs. In response to this judgment, FAM filed for
bankruptcy protection for the Master Fund, FILB. In October, 2012, the bankruptcy court issued
an order for the appointment of a US Trustee to investigate the assets of the fund and manage the
liquidation of the fund in the Southern District of New York. The New York bankruptcy trustee is
in the process of marshaling the assets of FILB, along with filing of claims against various owners
and insiders to claw-back certain payments. In addition, the bankruptcy trustee intends to assert
various claims against the professionals associated with the Leverage Fund and FILB. The Fund
has also filed lawsuits against several of the Leverage Fund's third-party service providers in
which counsel projects the recovery of a substantial, but as yet indeterminable, amount. However,
because of multiple variables relating to the litigation and a confidentiality order that has been
ordered by the court in the FILB bankruptcy proceedings, the Fund cannot accurately predict the
outcome of the litigation or evaluate the value of the claims being asserted by FILB on behalf of
the Fund.
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11.

INVESTMENT RECEIVABLE: (Continued)
The Fund also expects recovery through the bankruptcy proceedings. The value of such
recovery depends on the bankruptcy trustee's completion of the liquidation process which could be
a protracted period, with substantial unknown expenses to be incurred, and the validity of certain
complex legal theories being asserted on behalf of the Leverage Fund and FILB in various legal
proceedings. Further, the Fund believes it is likely that a substantial recovery will be made in the
pending litigation that the Fund has filed against third party service providers that is pending in
Louisiana. However, the Fund cannot predict the amount, the future expenses to be incurred that
will offset the recovery, or the timing of the recovery given the inherent uncertainty of litigation
and the possibility that the venue of the litigation will be other than in Louisiana, which will
increase the cost of litigation.
As of December 31, 2014 (due to the litigation as discussed above), it is uncertain as to the
value of any remaining assets in addition to substantial unknown expenses which will be incurred.
As a result, the Fund established a reserve against the receivable in the amount of $18,425,727. As
of December 31, 2014, the balance of the receivable and the allowance on the receivable was
$18,425,727 and $18,425,727, respectively.
As of December 31, 2014, the remaining investment receivables totaled $30,992 with no
allowance recorded on the remaining investment receivables.

12.

NOTES RECEIVABLE:
During the year ended December 31, 2014, the New System of the Fund had notes
receivable as follows:
a)

On March 19, 2003, the Fund loaned $5,000,000 to American Pension Consultants,
L.L.C. (the corporation). The loan bears interest at 9.5%, commencing from the date of
the advance of the funds, with interest payments due in quarterly installments
commencing March 31, 2003. The principal balance is due at a future date to be
mutually agreed to by the Fund and the corporation. The loan is collateralized by
$670,000 of life insurance policies purchased with the loan proceeds. The balance of
the loan was $670,000 at December 31, 2014. Interest is not being accrued on the note,
as collectability is deemed to be uncertain.

b)

On June 14, 2005, the Fund loaned $2,300,000 to Metairie Hotel, L.L.C. (the
corporation). The loan bears interest at 12%, commencing from the date of the
advance of the funds, with interest payments due in monthly installments commencing
December 31, 2005. The corporation at its sole discretion may pay part or all of the
loan principal balance with thirty days written notice. Any unpaid principal balance
was due in full on May 31, 2010. The loan is subordinate and subject in right of
payment to the prior payment in full of the senior indebtedness of the corporation.
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12.

NOTES RECEIVABLE: (Continued)
The loan is secured by a non-first priority interest in the assets of the corporation. The
balance of the loan was $-0- at December 31, 2014 as it was deemed uncollectible.
Interest was not being accrued on this note, as collectability is deemed to be uncertain.
As additional consideration for providing the loan, the Fund was granted a 50% equity
interest in the corporation. See footnote 15 for additional detail. The Fund’s 50%
equity interest in the corporation was sold in January 2014 for $25,000, and the loan
debenture was satisfied, discharged, and cancelled.
c)

On September 9, 2009, the Fund loaned $2,663,863 to Maritime Building, L.L.C. (the
corporation). The note bears interest at 8% for a one year period following the date
of the note, 10% for months thirteen through eighteen, 12% for months nineteen
through twenty-four, and 18% thereafter. Principal and interest were payable in a
lump sum on September 9, 2011. The loan is currently in default. The note is
secured by a personal guaranty agreement by the manager of the corporation and a
security interest in the corporation’s investor contributions and investor notes
receivable. The balance of the note was $2,395,308 at December 31, 2014. During
the year ended December 31, 2014, the Fund earned interest of $431,156 on the note
which was recorded in investment income. As additional consideration for providing
the loan, the Fund obtained a 20% equity interest in the corporation. See footnote 15
for additional detail.

d)

On July 13, 2007, the Fund loaned $1,500,000 to Stephens Garage Building, L.L.C.
(the corporation). The note bears interest at 12%. The principal balance together
with all accrued and unpaid interest was due on April 12, 2010. This loan is currently
in default which bears a default rate of 18%. The note is secured by a personal
guaranty agreement by the majority owner of the corporation and a non-first
mortgage and security agreement in the assets of the corporation. The balance of the
note was $1,500,000 at December 31, 2014. During the year ended December 31,
2014, the Fund earned interest of $270,000 on the note which was recorded in
investment income. As additional consideration for providing the loan, the Fund
obtained a 40% equity interest in the corporation. See footnote 15 for additional
detail.

e)

On January 31, 2007, the Fund loaned $2,777,778 to Broadway Manager, L.L.C. (the
corporation). The note bears interest at 10% for a two year period following the date
of the note, 12% for months twenty-five through thirty-six, 15% for months thirtyseven through forty-eight and 18% thereafter. The first year’s interest was paid on
the effective date of the note. Interest payments are due quarterly beginning on
March 31, 2008 to the extent that the corporation has cash flow available. The entire
principal balance became due on January 31, 2011. This note was fully paid off
during the year ended December 31, 2014.
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12.

NOTES RECEIVABLE: (Continued)
On August 31, 2014, the Fund loaned $1,500,000 to Broadway Natchez II, L.L.C.
(the corporation). The note bears interest at 8% per year, and has a maturity date of
August 31, 2019. The note is secured by a personal guaranty agreement by a thirdparty guarantor, a certificate of term life insurance on the third party guarantor, and a
second mortgage on the corporation’s property. The balance of the note was
$1,500,000 at December 31, 2014. During the year ended December 31, 2014, the
Fund earned interest of $40,000 on the note which was recorded in investment
income.
f)

On January 11, 2008, the Fund loaned $780,000 to Parks of Plaquemines, L.L.C. (the
corporation). The Fund loaned an additional $312,000, $156,000, $585,000 and
$195,000 during the years ended December 31, 2012, 2011, 2010 and 2009,
respectively. The note bears interest at 10% per year. The outstanding principal
balance together with all accrued and unpaid interest became due on January 11,
2011. The balance of the note was $1,560,000 at December 31, 2014. During the
year ended December 31, 2014, the Fund earned interest of $158,167 on the note
which was recorded in investment income.

g)

On June 8, 2011, the Fund loaned $200,000 to NLDMII Investments, LLC for the
production of a movie. The note provides for a return on investment payment of 15%.
In addition, the Fund will receive an additional 2% interest per month for each month
beyond one year the original return on investment payment is not paid for up to one
year. The note and return on investment payment became due June 10, 2012. The
loan is currently in default. As of December 31, 2014, the balance outstanding on the
note receivable was $200,000.

h)

On September 22, 2011, the Fund loaned $250,000 to Culling, LLC for the
production of a movie. The note provides for a return on investment payment of 20%.
Principal and return on investment payment is due within eighteen months of
funding. The note became due on March 27, 2013 and is currently in default. As of
December 31, 2014, the balance outstanding on the note receivable was $250,000.

i)

On May 7, 2012, the Fund loaned $255,000 to Tell Tale Heart, LLC for the
production of a movie. The note provides for a return on investment payment of 20%.
Principal and return on investment payment is due within six months of funding. The
note became due on November 7, 2012 and is currently in default. As of December
31, 2014, the balance outstanding on the note receivable was $255,000.
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13.

INVESTMENT IN PARTNERSHIPS:
During the year ended December 31, 2014, the New System of the Fund had investments in
partnerships as follows:
a)

The Fund has committed to invest $2,000,000 in Trans-Europe Buyout Partners III,
L.P. (the partnership). As of December 31, 2014, the Fund has invested $1,533,586
in the partnership. The partnership was formed to qualify as a Professional Investor
Fund and thereafter to invest in buyout funds. As of December 31, 2014, the Fund
had an investment of $88,687 in the partnership.
Net income or loss is allocated on an annual basis to the capital accounts of the
partners in proportion to their capital commitments. The Fund’s share of partnership
income for 2014 was $5,574, which was included in investment income.

b)

The Fund has committed to invest $3,000,000 in Trans-Europe Buyout Partners IV,
L.P. (the partnership). As of December 31, 2014, the Fund has invested $2,397,339
in the partnership. The partnership was formed to qualify as a Professional Investor
Fund and thereafter to invest in buyout funds. As of December 31, 2014, the Fund
had an investment of $300,201 in the partnership.
Net income or loss is allocated on an annual basis to the capital accounts of the
partners in proportion to their capital commitments. The Fund’s share of partnership
income for 2014 was $57,942, which was included in investment income.

c)

The Fund has committed and invested $3,000,000 in the LEM Real Estate Mezzanine
Fund, L.P. (the partnership). The partnership was formed to seek current and deferred
returns through investments in high yielding, subordinated real estate related debt and
preferred equity interests including junior or subordinated mortgage loans, loans
secured by pledges of partnership interests, preferred equity investments and other
high-yielding investments collateralized by various types of real estate properties. As
of December 31, 2014, the Fund had an investment of $463,701 in the partnership.
Net losses are allocated to the partners in proportion to the partners’ participating
percentages. Net income is allocated and based on the partners’ respective ownership
interests. The Fund’s share of partnership loss for 2014 was $104,322, which was
included in investment income.

d)

The Fund has committed and invested $1,026,500 in the OCM Mezzanine Fund, L.P.
(the partnership). The partnership was formed for the purpose of allowing qualified
investors to pool their assets to invest in mezzanine investments. As of December 31,
2014, the Fund had an investment of $9,279 in the partnership.
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13.

INVESTMENT IN PARTNERSHIPS: (Continued)
Net income or loss is allocated to the capital accounts of the partners in proportion to
their capital commitments. The Fund’s share of partnership income for 2014 was
$44,658, which was included in investment income.
e)

The Fund has committed $3,000,000 to Greenspring Associates Global Partners II,
L.P. (the partnership), which is 90% owned by the Fund. As of December 31, 2014,
the Fund had an investment of $1,746,029 in the limited partnership; of which
$1,514,239 was classified as investment in partnerships while the remaining
$231,790 was classified as stocks and cash equivalents.
Net income or net loss is allocated to the capital accounts of the partners generally in
proportion to their respective ownership interests. The Fund’s share of partnership
income for 2014 was $217,920 and is included in investment income

f)

The Fund has committed to invest $500,000 in Louisiana Fund I, L.P. (the
partnership). As of December 31, 2014, the Fund has invested $480,000 in the
partnership. The partnership was formed to invest in early stage companies that are
located primarily in Louisiana. As of December 31, 2014, the Fund had an
investment of $1,042,744 in the partnership.
Net income or net loss is allocated to the capital accounts of the partners generally in
proportion to their respective ownership interests. The Fund’s share of partnership
loss for 2014 was $8,706, which was included in investment income.

g)

The Fund has committed and invested $1,000,000 in Murphree Venture Partners VI
(the partnership). The partnership was formed to invest in the debt and equity securities
in various private and public companies. As of December 31, 2014, the Fund had an
investment of $841,805 in the partnership.
Net income or loss is allocated to the capital accounts of the partners generally in
proportion to their respective ownership interests. The Fund’s share of partnership
income for 2014 was $14,094, which was included in investment income.

h)

The Fund has committed and invested $3,000,000 in Trans-Europe Buyout Partners
VII, L.P. (the partnership). The partnership was formed to qualify as a Professional
Investor Fund and thereafter to invest in buyout funds. As of December 31, 2014, the
Fund had an investment of $1,293,878 in the partnership.
Net income or loss is allocated on an annual basis to the capital accounts of the partners
in proportion to their capital commitments. The Fund’s share of partnership loss for
2014 was $110,457, which was included in investment income.
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13.

INVESTMENT IN PARTNERSHIPS: (Continued)
i)

The Fund has committed and invested $3,000,000 in Greenspring Associates Crossover
Ventures I, L.P. (the partnership). The partnership was formed to capture returns
associated with investing in small companies, venture backed private companies and
mature investment funds. As of December 31, 2014, the Fund had an investment of
$1,314,582 in the partnership.
Net income or loss is allocated to the capital accounts of the partners generally in
proportion to their respective ownership interests. The Fund’s share of the partnership
income for 2014 was $352,824, which was included in investment income.

j)

The Fund has committed and invested $5,495,915 in Sail Venture Partners II, L.P.
(the partnership). The partnership was formed to invest in emerging clean energy,
clean water and other clean technology companies that can profoundly impact the
environment, health and national security. As of December 31, 2014, the Fund had an
investment of $601,566 in the partnership.
Net income or loss is allocated to the capital accounts of the partners generally in
proportion to their respective ownership interests. The Fund’s share of the partnership
loss for 2014 was $2,705,900, which was included in investment income.

k)

The Fund has committed to invest $1,000,000 in Louisiana Sustainability Fund, LP
(partnership). The partnership was formed for the purpose of investing venture capital
in early and later stage clean technology companies. As of December 31, 2014, the
Fund had an investment of $95,307 in the partnership.
Net income or loss is allocated to the capital accounts of the partners generally in
proportion to their respective ownership interests. The Fund’s share of the partnership
loss for 2014 was $1,089,392, which was included in investment income.

As of December 31, 2014, the Fund also had investments of $253,107 in other partnerships.
14.

INVESTMENT IN LIMITED LIABILITY CORPORATIONS:
During the year ended December 31, 2014, the New System of the Fund had investments in
limited liability corporations as follows:
a)

The Fund has committed to invest $4,000,000 in the Wilton Private Equity Fund, LLC
(the corporation). The corporation is a Delaware limited liability corporation that
invests in closed-end private investment funds that target investments in leveraged
buyouts, mezzanine financings, distressed debt, natural resources and venture capital.
As of December 31, 2014, the Fund had an investment of $806,138 in the corporation.
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14.

INVESTMENT IN LIMITED LIABILITY CORPORATIONS: (Continued)
For the year ended December 31, 2014, the Fund’s share of the corporation’s net loss
was $6,840, which was recorded in investment income.
b)

The Fund has committed and invested $4,000,000 in the Intercontinental Real Estate
Investment Fund III, LLC (the corporation). The corporation is a closed-end,
commingled real estate investment fund which targets properties which are generating
a current return and also have the potential for capital appreciation through some
degree of asset repositioning, re-tenanting or through physical or financial
repositioning. As of December 31, 2014, the Fund had an investment of $4,305,677 in
the corporation.
For the year ended December 31, 2014, the Fund’s share of the corporation’s net
income was $1,804,840, which was recorded in investment income.

c)

The Fund has committed and invested $3,000,000 in Endgame Entertainment Fund,
LLC (the corporation), a Delaware limited liability corporation that was created to
enable its investors to participate in entertainment investment opportunities across a
variety of sectors at various stages of funding. As of December 31, 2014, the Fund
had an investment of $1,237,203 in the corporation.
For the year ended December 31, 2014, the Fund’s share of the corporation’s net
income was $798,043, which was included in investment income.

d)

The Fund has committed and invested $1,000,000 in the Intercontinental Real Estate
Investment Fund IV, LLC (the corporation). The corporation is a closed-end,
commingled real estate investment fund organized to acquire, own, develop, manage,
operate, mortgage, and sell real estate and interests in real estate. As of December 31,
2014, the Fund had an investment of $249,788 in the corporation.
For the year ended December 31, 2014, the Fund’s share of the corporation’s net
income was $52,761, which was recorded in investment income.

e)

The Fund has committed and invested $3,000,000 in PMAT Cocowalk Holdings, LLC
(the corporation) a Delaware limited liability corporation that was created to acquire,
operate and manage a retail shopping center in Coconut Grove Florida. The shopping
center was sold. As a result of the sale the Fund recorded a gain on its priority return
investment of $3,272,691 during the year ended December 31, 2014.
For the year ended December 31, 2014, the Fund did not report any income or loss
from PMAT Cocowalk Holdings.
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14.

INVESTMENT IN LIMITED LIABILITY CORPORATIONS: (Continued)
f)

The Fund has an investment in Parks of Plaquemines, LLC (the corporation), a
Louisiana limited liability corporation that was formed to develop a residential
subdivision. As of December 31, 2014, the Fund had an investment of $366,191 in the
corporation.
The Fund’s share of the corporation’s 2014 net income was $366,191, which was
included in investment income.

15.

g)

As additional consideration for a loan to Metairie Hotel, LLC (see footnote 13 for
details), the Fund was granted a 50% equity interest in the corporation. The Fund
sold its 50% equity interest in the corporation in January 2014 for $25,000. As of
December 31, 2014, this Fund had an investment of $-0- in the corporation.

h)

Americus Real Estate Fund I, Ltd. (the partnership), which is 99% owned by the Fund,
has investments in limited liability companies. As of December 31, 2014, the
partnership had an investment of $181 in limited liability corporations.

i)

As additional consideration for a loan to Maritime Building, LLC (see footnote 13 for
details), the Fund was granted a 20% equity interest in the corporation. As of
December 31, 2014, this investment had a value of $321,123. For the year ended
December 31, 2014, the Fund’s share of the loss related to this interest was $42,
which was included in investment income.

j)

The Fund has an investment in Saratoga Lofts, LLC (the corporation) which was
formed for the purpose of rehabilitating and operating an apartment building located
in New Orleans, Louisiana. The Fund has a 10% equity interest in the corporation.
As of December 31, 2014, this investment had a value of $1,000,000. For the year
ended December 31, 2014, the Fund’s share of the income related to this interest was
$-0-, which was included in investment income.

k)

As additional consideration for a loan to Stephens Garage Building, LLC (See footnote
13 for details), the Fund obtained a 40% equity interest in the corporation. As of
December 31, 2014, this investment had no value.

MUTUAL FUNDS:
During the year ended December 31, 2014, the New System of the Fund had investments in
mutual funds as follows:

PAGE 34
FIREFIGHTERS' PENSION AND RELIEF FUND
OF THE CITY OF NEW ORLEANS AND SUBSIDIAIRES
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2014

15.

MUTUAL FUNDS: (Continued)
a)

The Fund invested $5,000,000 in the Whalehaven Fund, Ltd. (the company). The
company was formed as a feeder fund of the Whalehaven Capital Fund Limited (the
master) and invests substantially all of its net assets in the master. The primary
objective of the company is to seek a high level of short to medium term capital
appreciation primarily through investing in debt and equity securities and other types of
private equity transactions. At December 31, 2014, the Fund had an investment of
$3,794,071 in the company.
The Fund’s share of loss from the company for 2014 was $498,104 and is included in
investment income.

b)

The Fund has invested $7,191,443 in the Clinton Magnolia Fund, Ltd. (the company).
The company was formed as a feeder fund of the Clinton Magnolia Master Fund, L.P.
(the master) and invests exclusively in the master. At December 31, 2014, the Fund
has an investment of $1,447,082 in the company.
The Fund’s share of loss from the company for 2014 was $2,180,167 and is included in
investment income.

16.

INVESTMENT IN REAL ESTATE:
During the year ended December 31, 2014, the New System of the Fund had investments in
real estate as follows:
a)

The Fund has an investment in land located in Biloxi, Mississippi. As of December 31,
2014, the value of the land was $821,591.

b)

The Fund has an investment in land located in Westwego, Louisiana. The land will be
used for the development of commercial businesses. The value of the land as of
December 31, 2014 was $2,815,000.

c)

The Fund has an investment in land located in Jefferson, Louisiana. The value of the
land as of December 31, 2014 was $600,000.

d)

Lakewood Restoration Partners, Ltd., which is 99% owned by the Fund, has an
investment in property located in New Orleans, Louisiana. The property consists of a
golf course and future development for residential and commercial property. The value
of the property was $21,675,000 as of December 31, 2014.

e)

Austin Falconhead, LP, which is 99% owned by the Fund, has an investment in a golf
course located in Austin, Texas. The appraised value of the property was $5,300,000 as
of December 31, 2014.
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16.

17.

INVESTMENT IN REAL ESTATE: (Continued)
f)

Americus Real Estate Fund I, Ltd., which is 99% owned by the Fund, has an
investment in real estate located in Austin, Texas. The value of this real estate as of
December 31, 2014 was $10,200,000.

g)

Fireland Fund, LLC, which is 64.07% owned by the Fund, has an investment in real
estate located in Meridian, Idaho. The value of this real estate as of December 31,
2014 was $3,172,000.

NOTES PAYABLE/LINES OF CREDIT:
Notes Payable:
Americus Real Estate Fund I, Ltd. (the partnership) had a note payable with a financial
institution which accrued interest at LIBOR plus 3.5%, reset monthly, LIBOR at 0.25%. The
principal balance and all unpaid accrued interest on this note were due on August 1, 2010. On
August 6, 2010, this note was refinanced in the form of two notes with balances outstanding of
$6,634,097 and $760,215, respectively, as of December 31, 2014. These notes bear interest at a
rate of 7.25% per annum. The principal balance and all unpaid interest on the notes are due on
August 6, 2015 and November 12, 2015, respectively. For the year ended December 31, 2014,
interest expense on the notes was $551,753.
As of December 31, 2014, Austin Falconhead, LP entered into a note payable with a
financial institution. The note payable is due in monthly installments ending on January 2019 and
bears no interest. The balance outstanding on this note payable at December 31, 2014 was
$40,181.
On June 25, 2013, Lakewood Golf, LLC (99% owned by the Fund) entered into a note
payable with a financial institution to be paid in equal installments over the next forty-eight
months. As of December 31, 2014, the balance outstanding on this note payable was $86,778.
Lines of Credit:
Austin Falconhead, LP (99% owned by the Fund) has a $19,000,000 revolving line of credit
with a financial institution scheduled to mature February 26, 2016. The line of credit bears interest
at the rate of 5.50% per year. The interest expense incurred on the line of credit was
approximately $993,785 during the year ended December 31, 2014. The line of credit is secured
by a multiple indebtedness mortgage on the partnership’s property and an assignment of leases and
rents which also includes rights to all of the partnership’s assets and future earnings. In addition,
the Fund pledged certain securities through a commercial pledge agreement. The balance
outstanding on this line of credit at December 31, 2014 was $18,995,914. The amount of the line
of credit that remained unused at December 31, 2014 was $4,086.
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NOTES PAYABLE/LINES OF CREDIT: (Continued)
Lines of Credit: (Continued)
As of December 31, 2014, Austin Falconhead, LP had a $595,859 line of credit agreement
with a financial institution. The line of credit is secured by a deed of trust on the real property held
by Austin Falconhead, LP. The line of credit is due on demand and scheduled to mature on
September 2019 and bears interest at 5.50% per year. The balance outstanding on this line of credit
at December 31, 2014 was $595,859. The amount of the line of credit that remained unused at
December 31, 2014 was $-0-.
Lakewood Development New Orleans, LLC (99% owned by the Fund) has a $31,500,000
revolving line of credit with a financial institution scheduled to mature February 2016. The line of
credit bears interest at the rate of Wall Street Journal prime plus 1% floating daily with a floor of
5.5% and a ceiling of 6.5%. The interest expense incurred on the line of credit was approximately
$1.5 million, which was expensed during the year ended December 31, 2014. The line of credit is
secured by the partnership’s property and an assignment of leases and rents that also includes
rights to all of the partnership’s assets and future earnings. In addition, the line of credit is secured
by a guarantee of the Fund and a pledge of securities owned by the Fund. The balance outstanding
on this line of credit at December 31, 2014 was $21,251,914. The amount of the line of credit that
remained unused at December 31, 2014 was $10,248,086.ship’
The following is a combined schedule of debt maturities as of December 31, 2014:
2015
2016
2017
2018
2019
Total

18.

$

287,011
47,444,221
26,990
9,768
596,968
$ 48,364,958

COMMITMENTS AND CONTINGENCIES:
Austin Falconhead, L.P. (the partnership) or its parent are named as defendants in various
lawsuits. The partnership intends to defend itself vigorously against these claims and believes that
the resulting outcomes of these matters will not have a material adverse impact on the
partnership’s operations, financial conditions or cash flows.
Under the terms of the various security agreements and deeds of trust, all of Austin
Falconhead, L.P.’s assets and income are pledged as collateral to secure the $19,000,000 revolving
line of credit, the $595,859 line of credit and the $3,000,000 note payable to a financial institution
held by a related party, HCH Land Partners, Ltd. These loans have also been secured by a
guarantee of the Fund and a pledge of certain securities owned by the Fund.
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COMMITMENTS AND CONTINGENCIES: (Continued)
Lakewood Restoration Partners, Ltd. (the partnership) or its parent is named as defendants
in various lawsuits. The partnership intends to defend itself vigorously against these claims and
believes that the resulting outcomes of these matters will not have a material adverse impact on the
partnership’s operations, financial conditions or cash flows
The revolving line of credit held by Lakewood Development New Orleans, LLC in the
amount of $31,500,000 is secured by the partnerships property and an assignment of leases and
rents. The revolving line of credit has also been secured by a guarantee of the Fund and a pledge
of certain securities owned by the Fund.

19.

LONGEVITY LAWSUIT:
During the year ended December 31, 2010, a lawsuit was filed by the Fund against the
City of New Orleans to adjust their pensions for longevity raises not received while employed
by the City. A judgment was obtained against the City for the difference in the amount retired
firefighters were receiving as their pension benefit and what they should have received had the
longevity raises been included in their retirement benefit calculation. The judgment applies to all
firefighters who retired on or after March 2, 1990. The increase in their pension payment is to be
calculated in accordance with longevity factors determined by the Court. The judgment states
that benefits are only to be upwardly adjusted when the funds are appropriated by the City.
On March 17, 2010, the Fund obtained a consent judgment authorizing the Fund, upon
receiving the appropriated funds from the City of New Orleans, to upwardly adjust monthly
pension benefits owed to those members who retired on or after March 2, 1990, starting on
January 1, 2010 in accordance with the longevity factors determined by the Court. Beginning
January 1, 2010, the City appropriated funds necessary to pay the increased benefit to those
members currently receiving cash benefits.
As of December 31, 2014, the City has not appropriated funds to pay the increased benefit
owed to members prior to December 31, 2009. As of December 31, 2014, the amount of DROP
benefits owed to these members is estimated to be $21,406,031 and $3,494,485 for the New and
Old Systems, respectively. As of December 31, 2014, the amount of PLOP benefits owed to
these members is estimated to be $12,230,204 and $1,296,328 for the New and Old Systems,
respectively. These amounts were not reserved in these financial statements since the judgment
states that benefits are only to be upwardly adjusted when the funds are appropriated by the City
of New Orleans. Member DROP and PLOP accounts were not increased during the year ended
December 31, 2014 since the City appropriation received did not cover these amounts.
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20.

FUNDING MANDAMUS:
On December 4, 2014, the Fund received a favorable judgment against the City of New
Orleans requiring the City to budget, appropriate, and pay $31,427,874 to the Fund. The judgment
represents the difference between the actuarially required contribution of the New System and the
actual amount appropriated and contributed by the City to the New System for the fiscal years
ended December 31, 2010 to December 31, 2014. As of December 31, 2014, the Fund has
received payments from the City totaling $4,600,000 relating to the judgment which has been
recorded as income in the financial statements for the year ended December 31, 2014. The
remaining unpaid amount or $26,827,874 will not be recorded in the financial statements until
collection becomes certain.

REQUIRED SUPPLEMENTARY INFORMATION

PAGE 39
FIREFIGHTERS' PENSION AND RELIEF FUND
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SCHEDULE OF CHANGES IN NET PENSION LIABILITY
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New System
Total Pension Liability
Service Cost
Interest
Differences Between Expected and Actual Experience
Changes of Assumptions
Pension Payments
Refunds and Transfers of Member Contributions
Net Change in Total Pension Liability
Total Pension Liability - Beginning
Total Pension Liability - Ending (a)
Plan Fiduciary Net Position
Contributions - Employer
Contributions - Member
Contributions - Non-employer contributing entities
Net Investment Income (Loss)
Pension Payments
Refunds and Transfers of Member Contributions
Administrative Expenses
Depreciation Expense
Net Change in Plan Fiduciary Net Position

$

$

$

5,864,836
31,786,464
(5,015,397)
95,806,073
(38,882,035)
(6,713)
89,553,228

$

423,819,515
513,372,743

148,576,918
$ 176,689,235

19,902,654
2,038,542
745,884
(5,328,054)
(38,882,035)
(6,713)
(600,909)
(22,130,631)

$

Plan Fiduciary Net Position - Beginning
Plan Fiduciary Net Position - Ending (b)

$

84,775,908
62,645,277

Net Pension Liability - Ending (a) - (b)

$

450,727,466

Plan Fiduciary Net Position as a % of Total Pension Liability
Covered Employee Payroll
Net Pension Liability as a % of Covered Employee Payroll

Old System

$

26,984,531
1670.32%

16,426,727
745,884
1,622,814
(20,640,928)
(572,925)
(471)
(2,418,899)
17,679,610
15,260,711

$ 161,428,524

12.20%
$

11,143,269
12,642,392
24,967,584
(20,640,928)
28,112,317

8.64%
$

N/A

Schedule is intended to show information for 10 years. Additional years will be presented as they become available.
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New System

Year

Total
Pension
Liability

2014

$ 513,372,743

Plan
Fiduciary
Net Postion
$

62,645,277

Employers' Net
Pension Liability
$

450,727,466

Employers' Net
Pension Liability
as a % of
Covered
Employee
Payroll

Plan Fiduciary
Net Position as
a % of Total
Pension
Liability

Covered
Employee
Payroll

12.20%

$ 26,984,531

1670.32%

Old System

Year

Total
Pension
Liability

2014

$ 176,689,235

Plan
Fiduciary
Net Postion
$

15,260,711

Employers' Net
Pension Liability
$

161,428,524

Plan Fiduciary
Net Position as
a % of Total
Pension
Liability
8.64%

Employers' Net
Pension Liability
as a % of
Covered
Employee
Payroll

Covered
Employee
Payroll
$

-

Schedule is intended to show information for 10 years. Additional years will be presented as they become available.

N/A
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EMPLOYER AND NON-EMPLOYER CONTRIBUTING ENTITIES
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Year

Actuarially
Determined
Contribution

New System
Contributions
in Relation to
the Actuarially
Contribution
Determined
Deficiency
Liability
(Excess)

2014

$ 36,182,434

$

Year

Actuarially
Determined
Contribution

Old System
Contributions
in Relation to
the Actuarially
Contribution
Determined
Deficiency
Liability
(Excess)

2014

$ 18,841,269

$

20,648,538

17,172,611

$ 15,533,896

$ 1,668,658

Contributions
as a Percentage
of Covered
Payroll

Covered
Employee
Payroll
$ 26,984,531

Contributions
as a Percentage
of Covered
Payroll

Covered
Employee
Payroll
$

76.52%

-

Schedule is intended to show information for 10 years. Additional years will be presented as they become available.

N/A
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SCHEDULE OF INVESTMENT RETURNS
FOR THE YEAR ENDED DECEMBER 31, 2014

New System
Annual
Money-Weighted
Rate of Return*
2014

(7.43) %

Old System
Annual
Money-Weighted
Rate of Return*
2014

8.50 %

*Annual money-weighted rates of return are presented net of investment expense.

Schedule is intended to show information for 10 years. Additional years will be presented as they become available.
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1.

SCHEDULE OF CHANGES IN NET PENSION LIABILITY:
The total pension liability contained in this schedule was provided by the Fund’s actuary,
Conefry & Company, LLC. The net pension liability is measured as the total pension liability
less the amount of the fiduciary net position for the New System and Old System.

2.

SCHEDULE OF EMPLOYER’S NET PENSION LIABILITY:
The schedule of employer’s net pension liability shows the percentage of the Fund’s
employer’s net pension liability as a percentage of covered employee payroll for the New System
and the Old System. The employer’s net pension liability is the liability of contributing
employers to members for benefits provided through the Fund. Covered employee payroll is the
payroll of all employees that are provided with benefits through the plan.

3.

SCHEDULE OF CONTRIBUTIONS – EMPLOYER AND NON-EMPLOYER
CONTRIBUTING ENTITIES:
The difference between the actuarially determined contributions from employer and nonemployer contributing entities and the contributions reported from employers and non-employer
contributing entities, and the percentage of employer contributions received to covered employee
payroll is presented in this schedule. Fire rebate revenue is considered support from nonemployer contributing entities.

4.

SCHEDULE OF INVESTMENT RETURNS:
The annual money-weighted rate of return is shown in this schedule. The moneyweighted rate of return is calculated as the internal rate of return on pension plan investments, net
of pension plan investment expense. This expresses investment performance adjusted for the
changing amounts actually invested throughout the year, measured using monthly inputs with
expenses measured on an accrual basis.

5.

ACTUARIAL ASSUMPTIONS:
The information presented in the required supplementary schedules was used in the
actuarial valuation for purposes of determining the actuarially determined contribution rate and
the total pension liability. The assumptions and methods used for the actuarial valuation were
recommended by the actuary and adopted by the Board. Additional information on the
assumptions and methods used as of the latest actuarial valuation are noted in Note 4, Net
Pension Liability of Employer.

SUPPLEMENTARY INFORMATION
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SCHEDULES OF ADMINISTRATIVE EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2014

New
System
Accounting, auditing, legal and other professional fees

$

Old
System

150,909

$

331,572

Actuary fees

-

60,630

Computer support services

-

62,097

Employee benefits

-

7,560

Insurance

-

69,048

Interfund allocation

450,000

(450,000)

Office supplies and printing

-

23,805

Other

-

3,010

Payroll and payroll taxes

-

372,576

Pension seminars and education

-

19,408

Postage

-

17,947

Professional - medical

-

12,100

Rent

-

32,803

Telephone

-

10,369

TOTAL

$

600,909

$

572,925
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OTHER PAYMENTS TO AGENCY HEAD
DECEMBER 31, 2014

Agency Head Name: Thomas F. Meagher III

PURPOSE
Salary

AMOUNT
$ 65,000

Benefits – insurance

--

Benefits – retirement

--

Benefits – cell phone

--

Car allowance

--

Reimbursements

1,249

Registration fees

125

Conference travel
Travel
TOTAL

1,926
335
$ 68,635

WILLIAM G. STAMM, C.P.A.
LINDSAY J. CALUB, C.P.A., L.L.C.
GUY L. DUPLANTIER, C.P.A.
MICHELLE H. CUNNINGHAM, C.P.A
DENNIS W. DILLON, C.P.A.
GRADY C. LLOYD, III, C.P.A.

HEATHER M. JOVANOVICH, C.P.A.
TERRI L. KITTO, C.P.A.

MICHAEL J. O’ROURKE, C.P.A.
DAVID A. BURGARD, C.P.A.
CLIFFORD J. GIFFIN, Jr., CPA
_________________
MEMBERS
AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS
SOCIETY OF LA C.P.A.’S

A.J. DUPLANTIER JR, C.P.A. (1919-1985)
FELIX J. HRAPMANN, JR, C.P.A. (1919-1990)
WILLIAM R. HOGAN, JR., CPA (1920-1996)
JAMES MAHER, JR, C.P.A. (1921-1999)

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON A FINANCIAL AUDIT PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

June 26, 2015

Honorable Mayor and Council of
the City of New Orleans, Louisiana

We have audited, in accordance with the auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States, the
financial statements of each major fund of the Firefighters' Pension and Relief Fund of the City of
New Orleans and Subsidiaries, a component unit of the City of New Orleans, as of and for the year
ended December 31, 2014, and the related notes to the financial statements, which collectively
comprise the Fund’s basic financial statements, and have issued our report thereon dated June 26,
2015.
Internal Control Over Financial Reporting
In planning and performing our audit, we considered the Firefighters’ Pension and Relief
Fund of the City of New Orleans’ internal control over financial reporting to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinions
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the Firefighters’ Pension and Relief Fund of the City of New Orleans’ internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Firefighters’ Pension and Relief Fund of the City of New Orleans’ internal control over financial
reporting.

1615 Poydras Street, Suite 2100  New Orleans, LA 70112  (504) 586-8866  Fax (504) 525-5888
1670 Old Spanish Trail  Slidell, LA 70458  (985) 649-9996  Fax (985) 649-9940
247 Corporate Drive  Houma, LA 70360  (985) 868-2630  Fax (985) 872-3833
5047 Highway 1, P. O. Box 830  Napoleonville, LA 70390  (985) 369-6003  Fax (985) 369-9941
www.dhhmcpa.com
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A deficiency in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.
Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies in
internal control that might be material weaknesses or significant deficiencies. Given these
limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses. However, material weaknesses may exist that have not been
identified. We did identify a deficiency in internal control, described in the accompanying
schedule of findings that we consider to be a significant deficiency noted as item 14-01.
Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Firefighters’ Pension and
Relief Fund of the City of New Orleans' financial statements are free of material misstatement,
we performed tests of its compliance with certain provisions of laws, regulations, contracts and
grants, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions
was not an objective of our audit and, accordingly, we do not express such an opinion. The results
of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.
A separate letter has been issued to management on immaterial instances of
noncompliance.
Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control
and compliance and the results of that testing, and not to provide an opinion on the effectiveness
of the entity’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the entity’s
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

Duplantier, Hrapmann, Hogan & Maher, LLP
New Orleans, Louisiana
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SUMMARY OF AUDITOR’S RESULTS:
1. The opinion issued on the financial statements of the New System of the Firefighters’ Pension
and Relief Fund of the City of New Orleans and Subsidiaries for the year ended December 31,
2014 was unmodified.
The opinion issued on the financial statements of the Old System of the Firefighters’ Pension and
Relief Fund of the City of New Orleans for the year ended December 31, 2014 was unmodified.
2. Internal Control:
Significant deficiencies:
14-01 Internal Controls over the Drop Process
During the audit, it was noted that the Fund lacked proper controls over calculating monthly
DROP benefits, and the recording of monthly DROP benefits. The Fund should have strong
internal controls over participant’s DROP accounts to ensure all DROP benefits are calculated
correctly and all monthly DROP benefits are reported only during the period allowable per the
DROP law. The effect of the deficiencies in internal controls over the DROP could result in
overpayments to DROP members. We recommend that the Fund strengthen their internal
controls over the calculating of monthly DROP benefits and recording of monthly DROP
benefits.
Material weaknesses: None noted
3. Compliance and Other Matters:
None
4. Management Comments:
14-02 Service Retirement Benefit Law
The Fund is implementing the law surrounding the calculation of service retirement benefits of
members with 30 or more years of service using an accrual rate of 3 1/3% for all eligible years
of service. LRS 11:3384 states, if a member continues service beyond thirty years, the
retirement benefit for each year or portion of a year beyond twelve years of service shall be
equal to 3 1/3% of the average annual compensation for each year or portion of a year. The law
has changed numerous times in the past, which has led to different interpretations of the law.
These differences could result in different benefit calculations. We recommend that the Fund
explore all possible means of clearing up the law, including amending the statue.
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5. Status of Prior Year Findings:
13-01 Service Retirement Benefit Law
The Fund is implementing the law surrounding the calculation of service retirement benefits of
members with 30 or more years of service using an accrual rate of 3 1/3% for all eligible years
of service. LRS 11:3384 states, if a member continues service beyond thirty years, the
retirement benefit for each year or portion of a year beyond twelve years of service shall be
equal to 3 1/3% of the average annual compensation for each year or portion of a year. The law
has changed numerous times in the past, which has led to different interpretations of the law.
These differences could result in different benefit calculations. We recommended that the Fund
explore all possible means of clearing up the law, including amending the statue. This finding
was carried forward in the current year. See finding 14-02.

