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Emergency Shelter Grant (ESG) Program, and Housing Opportunities for Persons with HIV ATDs
(HOPWA).

(¢c)  Federal UDAG Fund — This special revenue fund accounts for grants received from the Departmer:
of HUD for the purpose of providing loans to the private sector for completion of projects that w7
stimulate economic development activity in the City.

(dy FEMA Fund — This special revenue fund accounts for grants received from the Federal Emercenc:.
Management Agency (FEMA) for Hurricane Katrina relief efforts.

(¢) CDL Fund — This special revenue fund is used to account for the proceeds from the Communit.
Disaster Loans. The proceeds were all spent in public safety expenditures in 2006.

(1) Debt Service Fund — The debt service fund is used to account for the accumulation of resources 1
and the payment of, general obligation bonds, limited tax bonds, and revenue bonds, including Jdo*
principal, interest, and related costs.

t2)  Capital Projects Fund — The capital projects fund is used to account for financial resources @
used for the acquisition or construction of major capital facilities (other than those financed by .-
funds).

Fiduciary Fund Types

Fiduciary funds are used to account for assets held by the City in a trustee capacity or as an agent - -
ndividuals, private organizations, and other governmental units. These include the following:

a1 Pension Trust Funds — account for the accumulation of resources for pension benefit paviments -
qualified employees.

ny . Agency Funds — are custodial in nature and do not involve measurement of results of operations.

Basis of Accounting-Measurement Focus
Government-Wide Financial Statements (GWFS)

i he statement of net assets and the statement of activities include all the financial activities of the (it
oxeept for the fiduciary funds, and its component units.

I'he vovernment-wide financial statements are reported using the economic resources measurement tu. .-
=1d the accerual basis of accounting. Revenues are recorded when earned and expenses are recorded whe
“ahilitv is incurred, regardless of the timing of related cash flows. Property taxes are recognized .-
~ovenues in the vear for which they are levied. Grants and similar items are recognized as revenue as s
=+ all eligibility requirements have been met.
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Fund Financial Statements

All governmental funds are accounted for using the current financial resources measurement focus and the
modified accrual basis of accounting. Their reported fund balances are considered a measure of “available
spendable resources.” Governmental fund statement of revenues, expenditures, and changes in fund
balances present increases (revenues and other financing sources) and decreases (expenditures and other
financing uses) in net current assets. Accordingly, they are said to present a summary of sources and uses
of “available spendable resources™ during a period. Under the modified accrual basis of accounting,
revenues are recorded when considered both measurable and available. Available means collectible within
the current period or soon enough thereafter to pay current liabilities. The City considers amounts collected
within sixty days after year-end, excluding grant moneys for which the period is one year after year-end, to
be available and recognizes them as revenues of the current period. Expenditures are generally recognized
under the modified accrual basis of accounting in the accounting period in which the fund liability is
incurred. Expenditures related to principal and interest on long-term debt, claims, judgments, landfill post
closing costs, and compensated absences are recognized when matured (i.e., due and payable). The
following types of revenues are susceptible to accrual under the modified accrual basis of accounting:
delinquent property taxes (including penalty and interest); services billed to other funds; sales tax;
franchise fees; investment earnings, and grants. Intergovernmental revenues from reimbursable grants and
capital projects are recognized when all eligibility requirements have been met and amounts are considered
available.

Noncurrent portions of certain long-term receivables, primarily property taxes and special assessments, are
reported on the balance sheet of governmental funds in spite of their spending measurement focus. Special
reporting treatments are used to indicate that they should not be considered ‘“available spendable
resources,” since they do not represent net current assets. Recognition of governmental fund type revenues
represented by noncurrent receivables is deferred until they become available.

[.icenses and permits, certain charges for services, fines, and forfeitures, and miscellaneous other revenues
are recorded as revenues when received in cash because they are generally not measurable or available
until actually received.

Pension Trust and Agency Funds

Pension trust funds are accounted for on the flow of economic resources measurement focus and use the
accrual basis of accounting. Their revenues are recognized when earned, and their expenses are recognized
when incurred. Agency funds use the accrual basis of accounting, but do not involve the measurement of
operations.

Use of Restricted Assets

When restricted and unrestricted resources are available to cover expenses, unrestricted resources are first
applied.
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Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements, as well
as the reported amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

Cash and Cash Equivalents

I'he City’s cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term
investments with original maturities of three months or less from the date of acquisition.

Investments

Investments are stated at fair value based on quoted market prices.

Accounts Receivable

Property tax receivables of $39,587,000 and grantee loan receivables of $36,145,000 are shown net of an
allowance of uncollectible amounts of $13,834,000 and $30,488,000, respectively.

Cupital Assets

Capital assets (i.e., land, buildings, equipment, and improvements other than buildings), which include the
Civs infrastructure, and construction in progress are stated at historical cost or estimated historical cost if
historical cost is not known. Donated capital assets are recorded at their fair value on the date donated. An
‘tem is classified as an asset if the initial individual cost is $5,000 or greater. Capital assets of the City are
reported in the government-wide financial statements but not in the governmental fund financial
~tatements. Assets subject to depreciation are depreciated using the straight-line method.

Additions and improvements that significantly extend the useful life of an asset are capitalized. Repairs
«nd maintenance costs are expensed as incurred.

[he Citv reviews the carrying value of its capital assets to determine if circumstances exist indicating
‘mpairment in the carrying value of capital assets. If facts or circumstances support the possibility of
impairment, management follows guidance in GASB Statement No. 42, Accounting and Financial
Reporting for Impairment of Capital Assets and for Insurance Recoveries. If impairment is indicated, an
adjustment will be made to the carrying value of the capital assets.

I'he estimated useful lives (in years) of all depreciable assets are as follows:

Buildings and improvements 20-40
Equipment and vehicles 5-10
Infrastructure 25-50
Other 515
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Fully depreciated capital assets are included in the capital asset accounts until their disposal. The cost of
assets sold or retired and the related amounts of accumulated depreciation are eliminated from the accounts
in the vear of sale or retirement, and any resulting gain or loss is recorded in the financial statements.

Annual and Sick Leave

A full-time classified employees of the City hired prior to January 1, 1979 are permitted to accrue a
maximum of 90 days of vacation (annual leave) and an unlimited number of days of sick leave
taccumulated at a maximum of 24 days per year). Employees hired after December 31, 1978 may accrue a
maximum of 45 days of annual leave and an unlimited number of days of sick leave. Upon termination of
employment, an employee is paid for accrued annual leave based upon his or her current hourly rate of pay
and tor accrued sick leave on a formula basis. If termination is the result of retirement, the employee has
the option of converting accrued leave to additional days of service.

Ior governmental funds, annual and sick leave expenditures are recorded when due and payable. All
vacation and sick leave is accrued when earned at the government-wide level.

Litigation

¢ laims and judgments are recognized in the governmental funds as expenditures when due and payable.
Iherefore. claims and judgments that are due and payable would be expected to be liquidated with
expendable available financial resources. To the extent that claims and judgments mature prior to
December 31, and are payable from current financial resources, they are accrued at December 31, 2008.
Other liabilities not expected to mature as of December 31, 2008 are reported as liabilities in the
—vernment-wide financial statements. Estimates of claims and judgment liabilities (both incurred and
reperted and incurred but not reported) are made through a case-by-case review of all claims and the
spphcation of historical experience to the outstanding claims.

Fund Balance
1a)  Reserved

Indicates that portion of fund balance, which has been legally segregated (e.g., by bond ordinance)
for specific purposes and not available for appropriation.

th)  Designated Fund Balance

Indicates that portion of fund balance for which the City management has placed limitations as to
use.

(c)  Undesignated Fund Balance

Indicates that portion of fund balance, which is available for appropriation in future periods.
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’

z Natural Disaster

= August 29, 2005, Hurricane Katrina struck the United States’ gulf coast and caused destruction across
. Citv and the states of Louisiana, Mississippi, and Alabama. Hurricane Katrina’s tidal surges and the
-.<ulting levee breaches left eighty percent of the City under water. Ninety percent of the City’s residents

- under mandatory evacuation orders. The City suffered losses to buildings, police cars, fire trucks,
- .r~~. and other City-owned properties and equipment.

2003, the City received a $102,000,000 grant from FEMA for reimbursement of expenditures for
- wen efforts that began immediately after the storm. Additional grants were received in 2006 to fund
_~enditures recorded in 2005. In addition, the City received $1,300,000 from the State of Louisiana as
“nensation for the revenue shortfall caused by the storm. These grants were reflected as operating grants
¢ 2003 fund level statement of activities. The City also received authorization for a $120,000,000
~munity Disaster Loan (CDL). As of December 31, 2005, the City had drawn $61,396,000 of the CDL.

- remaining $58.604,000 was drawn down during 2006. The City received authorization during 2006 for

-~ . Aditional $120,000,000 CDL on which $17,610,000 was drawn down as of December 31, 2006. In

§ and 2007 respectively. These loans are reflected as long-term liabilities in the accompanying
_ .omiment-wide financial statements and are further described in Note 7. At the fund level these loans
- -¢lated expenditures were recorded in the new major special revenue fund named CDL.

Deposits and [nvestments

Deposits. The City’s deposits are subject to and maintained in accordance with the State of Louisiana’s

~uticnal Revised Statutes (Revised Statutes). Under the Revised Statutes, all deposits exceeding the

~1 insured by the FDIC are to be fully collateralized with specific approved securities designated

- valued at 102% of the deposits. The eligible collateral pledged are held in custody by any Federal

- ..~ Bank. or branch thereof or an independent third party with whom the City has a current custodial

__ement. All collateral held must be clearly marked, indicating evidence of ownership (safekeeping

=1 Deposits collateralized under the Revised Statutes are considered collateralized with securities
.+ the pledging financial institutions trust department or agent in the “City’s name.”

- __ember 31. 2008, the carrying amount of the City’s deposits was $87,070,000.

<. credit risk is the risk that in the event of a bank failure, the government's deposits may not be
i o it under state law. At December 31, 2008, the City’s bank deposits secured by federal
-~ insurance or the pledge of securities held by the pledging banks agent in the City’s name
<eed o $73.222.590. Of these bank balances, $71,972,600 was covered by collateral held by the
.+ =2 hanks' trust department or agent in the City’s name and the remainder was covered under federal
- insurance. At December 31, 2008, the Board of Liquidation, a blended component unit, held

- X1°9.000 for the City of New Orleans. The deposit was in a financial institution in the name of the

| iquidation and was fully secured by federal depository insurance and collateral in the name of

+ .rd ot Liquidation.
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Investments. The City’s investment policy states its primary objectives, in priority order, of investment
..1nvities shall be:

~ ety Safety/security of principal is the foremost objective of the investment program. Investments shall
- undertaken in a manner that seeks to ensure the preservation of capital in the overall portfolio. The
~cctive will be to mitigate credit risk and interest rate risk.

~;aiditv: The City investment portfolio will remain sufficiently liquid to enable the City to meet all
~orating requirements that might be reasonably anticipated. This is accomplished by structuring the
© ~oolio so that securities mature concurrent with cash demands (static liquidity). Furthermore, since all

~~1nle cash demands cannot be anticipated, the portfolio should consist largely of securities with active
. ndary or resale markets (dynamic liquidity).

= cermoon Investments: The investment portfolio shall be designed with the objective of attaining a rate of

- throughout budgetary and economic cycles, commensurate with investment risks constraints and the

+ tlow characteristics of the portfolio. Return on investments shall be secondary to the safety and

. iy objectives described above. The core of investments is limited to qualified, relatively low-risk
. .7ties in anticipation of earning a fair return relative to the risk being assumed.

o Ui s investment policy applies to all investment activities of the City under the control of the
~-.wr of Finance, including management of certain investments related to governmental and agency
~:~ All deposits and investments shall be made with a qualified public depository or dealer.
-« Dealers are selected by their credit worthiness and must be authorized to provide investment
~. v~ the state of Louisiana. These may include “primary” dealers or regional dealers that qualify
cor ~eeurities and Exchange Commission Rule 15C3-1 (uniform net capital rule).

=~ policy also requires, to the extent possible, diversification of its investments by security type

~~unon. With the exception of U.S. Treasury securities, bank certificates of deposit (as limited by

~ . 1 222d) and authorized pools, no more than 25% of the City’s total investment portfolio will be

“cin asingle security type or with a single financial institution. This diversification is required in

o~ that potential losses on individual securities do not exceed the income of the remainder of the

Deviation from expectations will be reported in a timely manner and appropriate action taken to
sdverse risks.

~ mvests monies with the Louisiana Asset Management Pool (LAMP). LAMP is a nonprofit

o -.t 0 organized under the laws of the State of Louisiana formed by an initiative of the State
c-.eroin 19930 While LAMP is not required to be a registered investment company under the
e Comipany Act of 1940, its investments policies are similar to those established by Rule 2-a7,
- wums registered money market funds. The primary objective of LAMP is to provide a safe

.t~ no osecurities and other obligations in which local governments in Louisiana are authorized to
Locordingly. LAMP investments are restricted to securities issued, guaranteed, or backed by the

~ Jreesunv, the ULS. government or one of its agencies, enterprises, or instrumentalities, as well as
-~ aureements collateralized by those securities. The dollar-weighted average of portfolio maturity
LY sssets is restricted to not more than 90 days and consists of no securities with a maturity in

» 297 davs. The fair market value of investments is determined weekly to monitor any variances
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~ctween amortized cost and market value. For purposes of determining participants’ share, investments are
v ilued at amortized cost. LAMP is designed to be highly liquid to provide immediate access to
sarticipants.

i v City follows GASB Statement No. 31, Accounting and Financial Reporting for Certain Investments
21 tor External Investment Pools, which requires the adjustments of the carrying values of investments to

~air value. which is based on available market values. The Local Government Investment Pool is a

"24-"-like” pool in accordance with GASB Statement No. 31; therefore, it is not presented at fair value but
. 12 actual pooled share price, which approximates fair value.

1 December 31, 2008, the City’s market value of investments was as follows (amounts in thousands):

Governmental Fiduciary Pension Trust Total

CANP g 48,719 % 22,617 8 — & 71,336
ooy market 127,864 — — 127,864
~unicates of deposit 66,460 — — 66.460
~ Aygency securities 55,475 — 32,314 87,789
.y bills 3,476 — -— 3,476
—orate bonds — — 41,314 41,314
~+ .~ and mutual funds — — 206,839 206,839
¢<ate and real estate funds — — 43,775 43,775

o~wed in corporations, partnerships,
-3 imited liability corporations — — 40,304 40,304

- din hedge funds, private

. ‘unds. and fund to fund — — 46,086 46,086
o~ mecenable — — 26,092 26,092
sunvalents — — 30,011 30,011
7 — 13,720 13,727
[otal investments $ 302,001 $ 22,617 % 480,455 $ 805,073

Interest Rate Risk - Interest rate risk is the risk that changes in the financial market rates of interest will
o .7~ohv attect the value of an investment. The City manages interest rate risk for investments under the
t the Citv by limiting the maximum maturity of investments in accordance with their investment
A\~ stated in its investment policy, the City will attempt to match its investments with anticipated
w requirements. Unless matched to a specific cash flow, cash will not be invested in securities

- =2 more than three years from the date of purchase.
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“1 December 31, 2008, the governmental funds, investment balances and maturities for those investments
~ore as follows (amounts in thousands):

Investment maturity in years

Less than More than
Total one year 1-5 6-10 10
~ovmarket $ 127.864 127,864 — — —
—cses of deposit 66,460 66,460 — e -
S Aoeney 55475 23.228 14,891 — 17.356
S~ Freasury 3,476 3,476 — — —
Totwal investments  $ 253,275 221,028 14.891 - 17.356

“+ December 31, 2008, the Firefighters” Pension trust fund’s investment balances and maturities for those
~+ cstments subject to interest rate risk were as follows (amounts in thousands):

Investment maturity in years

Less than More than
Total one year 1-5 6-10 10
- e honds 5.859 — 5,224 588 47
Total investments  $ 5.859 — 5,224 588 47
o~ roeelvable $ 26,092 5.565 9.806 — 10,721
ool held under securities
RREe $ 918 918 — — —

“+ December 31, 2008, the Municipal Employees” Pension trust fund’s investment balances and maturities
- -1se investments subject to interest rate risk were as follows (amounts in thousands):

Bond Maturities Market Value
0-2 Years $ 33,479
2 -3 Years 6,334
3-4 Years 8,110
4 -5 Years 2.906
5-6 Years 3,587
More than 6 years 8.175
Non Categorized 4,060

§T__ 66851

Credit Quality Risk — Credit quality risk is the risk that the issuer or other counterparty to a debt security
a0t fulfill its obligation to the City. The City does not have a policy statement concerning credit
_:litv risk in its investment policy. National rating agencies assess this risk and assign a credit quality

-:7nu for most investments. Obligations of the U.S. government or obligations explicitly guaranteed by the
. covernment are not assigned credit quality ratings. Credit quality ratings are reported on obligations
- 'S, government agencies not explicitly guaranteed by the U.S. government. LAMP has been rated

“ A A by Standard & Poor’s Corporation.
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. ollowing table provides information on the credit ratings associated with the Municipal Employees’
- trust fund’s investments in debt securities at December 31, 2008 (amounts in thousands):

Quality Sectors Market Value
Treasury $ 1,161
Agency 28,880
AAA 9,172
AA 1,697
A 9,196
BAA 7,997
Other 8,742

S 66851

- “llowing table provides information on the credit ratings associated with the Firefighters™ pension
- und’s investments in debt securities at December 31, 2008 (amounts in thousands):

Corporate
bonds

Baal $ 357
Baa2 31
Ba2 23
Ba3 526
B1 566
B2 938
B3 1,101
Caal 1,061
Caa2 757
Caa3 245
Ca 198
C 3
WR 3
NR 50

Total $ 5,859

( u~todial Credit Risk — Custodial credit risk for investments is the risk that, in the event of a failure, the
- a1l not be able to recover the value of its investments or collateral securities that are in the possession
+ .~ utside party. Investments are exposed to custodial credit risk if they are uninsured, are not registered
-+ Cin s name. and are held by either the counterparty to the investment purchase or the counterparty’s
- izpartment or agent but not held in the City’s name. The investments of the City and NOMERS” trust

- < imvestments owned at December 31, 2008 were not subject to custodial credit risk.

v has no formal investment policy regarding custodial credit risk.
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At December 31, 2008, the Firefighter’s new system cash collateral held under the securities lending
~rooram in the amount of $918,426 is exposed to custodial credit risk since the collateral is not in the name
< the fund.

Cuoncentration of Credit Risk — The City’s investment policy does not allow for more than 25% of the
- 4l investment portfolio to be invested in a single security type with the exception of U.S. Treasury
—curities. bank certificates of deposit, and authorized pools. As of December 31, 2008, management
~lieves all investments are in compliance with this policy. All of the City’s investments are issued or
Aoplicitly guaranteed by the U.S. government or are held in LAMP and are not subject to concentration of
ceditrisk.

i e NOMERS pension trust fund’s investment policy mandates the maximum limits on position held with
—aoh assets class as follows: equities (65%), fixed income (55%), and alternative investments (20%). As of
December 31, 2008, all NOMERS investments were in compliance with this policy.

i 5¢ Firefighter’s Pension and Relief Fund’s investment policy states that no more than 25% of the equity
- rfolio market value may be invested in any single industry. The equity holdings in any single
. rporation shall not exceed 5% of the market value of the equity portfolio at any time. In addition, no
e than 5% of total fund assets at market may be invested in any one issuer’s securities (exclusive of
—wties of the U.S. Treasury or other federal agencies). At December 31, 2008, there were no investment
- ]dings that exceeded the fund’s concentration of credit risk investment policy.

sccurities Lending Transactions — The Board of Trustees of the Firefighter’s Pension and Relief Fund
. ~horized the fund to enter into a securities lending program. These agreements consist of the loan of
- _k and bonds with a simultaneous agreement to reacquire the same loaned security in the future plus a
_ ~tract rate of interest. The Fund requires the dealer to transfer cash or collateral of no less than 100% of
-~ market value of the securities underlying the securities lending agreements.

" _ases of security loans in which the collateral received by the fund is cash, the fund is able to reinvest

- cash under the agreement with the dealer. When this occurs the collateral is reported as an asset with a

_ rresponding liability. If the fund receives collateral other than cash, it may not reinvest the collateral.

'\ ton this occurs, the fund does not record the collateral on the financial statements. In both cases, the
.ned securities continue to be reported as an asset on the balance sheet and in Note 7. The cash collateral

« 1~ invested in cash equivalents and fixed income securities at December 31, 2008. The maturities of these
~, estments match the maturities of the securities loans.

v+ vear end. the fund has no credit risk exposure to borrowers because the amounts the borrowers owe the
- exceed the amounts the Fund owes the borrowers. The fund cannot pledge or sell collateral securities
--oeived unless the borrower defaults.
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4 [ax Revenues

- Hecember 31, 2008, the total sales tax levied in the City is 9%, of which 4% is state sales tax, 1.5% is
. d by the Orleans Parish School Board (the School Board), and 1% is dedicated for transportation and
~vied by the Regional Transit Authority (RTA). The remaining 2.5% is used to fund the general
~_~:tions of the City. The City administers and collects the entire 5% of local sales tax. The School
.~4"< portion of the sales tax is accounted for in the Orleans Parish School Board sales tax clearing fund,
- ihe RTA’s portion of the sales tax is accounted for in the RTA sales tax clearing fund, both of which
o tzency funds.

. Ui levies a tax on real and personal property. Portions of these property taxes are dedicated for fire
- olice protection services and the public library system. Taxes on real and personal property are levied
“apuary 1 oof the assessment year based upon the assessed value as of the prior August 15. However,
- - the tax can be levied, the tax rolls must be submitted to the State Tax Commission for approval.
.- o~ are duc and payable on January 1, the date on which an enforceable lien attaches on the property,
- .o delinquent on February 1.

. s~~essed value of property in the City for each year is determined by an elected Board of Assessors. It
- . certified by the Louisiana Tax Commission as complying with the Louisiana Constitution of 1974,
. iy is permitted by the Louisiana statutes to levy taxes up to $31.78 per $1,000 of assessed valuation
- _cneral governmental services (including fire and police) other than the payment of principal and
* <t on long-term debt and other purposes specifically approved by the voters. It is permitted to levy
< 'n unlimited amounts for the payment of principal and interest on general obligation bonds of the

~orytax levies per $1,000 of assessed valuation accounted for within the funds of the City (primary
. cmmment only) for the year ended December 31, 2008 are as follows:

cwerals
«eneral governmental services $ 10.85
Oxedicated for fire and police 4.66
2ol library 3.14
- = and police. without applying homestead exemption 7.92
2 .rhwavs and parks and recreation department 2.18
~:reet and traffic control device maintenance 1.38
Lot H 0.87
~ooal revenue:
\cichborhood housing improvement fund 0.91
New Orleans economic development fund 0.91
v gital Improvement and Infrastructure 1.82
VoY senvice 23.80
$ 58.4
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Property taxes levied on January 1, 2008, collected during 2008, or expected to be collected within the first
~i1 davs of 2009, are recognized as revenues in the statement of revenues, expenditures, and changes in
rund balances — governmental funds. The entire estimated collectible amount of the tax levy for the fiscal
wcar is recorded as revenue in the government-wide financial statements. Property taxes paid under protest
;e held in escrow until resolution of the dispute. Amounts collected for other governmental entities are
..counted for in the agency funds.

(;rantee Loans

“he Cinv's grantee loan balances at December 31, 2008 are as follows (amounts in thousands):

Gross Allowance Net
1'DAG $ 6,473 (5,486) 987
HUD 25,002 (25,602) -
Nonmajor (HUD loan) 4,670 o 4,670
Total grantee loans $ 36,145 (30,488) 5,657

w1y UDAG

The City has received certain grant awards or loans from the HUD for the purposes of providing
loans to the private sector for completion of projects that will stimulate economic development
activity in the City. Fourteen individual loans are outstanding at December 31, 2008 totaling
£6.473.000, which bear interest at rates ranging from 0.1% to 7.0%. These loans are receivable over
1 13- to 30-year period. Once loan repayments are received and the project is accepted by HUD, the
Citv may use the amounts received for other allowable economic development activities specified in
‘he erant agreement. The City has recorded $5.487,000 in allowance for bad debt on these loans.

vy HUD Section 108

Ihe Citv received a Section 108 loan from HUD to allow/provide loans to the private sector for
ceonomic development. At December 31, 2008, there were four outstanding loans which bear
terest at rates of 2% to 7% and are receivable over 15 to 30 years.

During 1998, HUD agreed to loan to the City $24,375,000 for the development of the Jazzland
i'heme Park. These funds were subsequently loaned to Jazzland, Inc. (Jazzland) and were due from
Jazz1and in bi-annual installments plus 7.87% interest. During 2001, Jazzland failed to remit to the
v a required payment and was in default on its loan as of December 31, 2001. On February 28,
2002, Jazzland filed for bankruptcy under Chapter 11 of the United States Bankruptcy Code. As a
-esult. the City wrote off its remaining receivable from Jazzland. In 2002, Six Flags Theme Park, Inc.
s<sumed management of Jazzland, and the theme park was renamed “Six Flags New Orleans.” Six
#1225 had agreed to make monthly lease payments of $116,667 to the Industrial Development Board
IDB1. which in turn, would transfer the money to the City. The payments by the IDB are being
~ade to the City. The lease expires in 2017. These moneys are to be used by the City to repay the
117D loan. Annual debt service on the loan is $2,400,000 through 2017. During 2008, $11,659,000
s received in payment of the outstanding loan. The City has recorded $12,717,000 in allowance
-1 the remaining balance on these loans.
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During 2000, HUD agreed to loan to the City $5,000,000 for the development of the old American
Can Factory into apartments. The City subsequently loaned these funds and an additional $1,500,000
ramount received by the City through Urban Development Action Grants) to Historic Restoration,
Inc. (HRI). These funds are due from HRI in quarterly installments plus 2% interest. The principal
pavments commenced on April 1, 2003, and the final payment is due January I, 2040. The
cutstanding balances at December 31, 2008 are $4,670,000 on the HUD loan and $987,000 on the
U'DAG loan.

During 2002, HUD agreed to loan to the City $5.000,000 for the development of the Palace of the
l-ast. The City subsequently loaned these funds to the Palace of the East. The loan is due to be repaid
in quarterly installments plus 6% interest. The principal payments commenced on July 15, 2004, and
“he final payment is due on August 1, 2021, with. The outstanding balance at December 31, 2008 is
32.823.000. No payments were received during the year ended December 31, 2008. The City has
~ecorded an allowance of $4,823,000 against this loan.

During 2002, HUD agreed to loan to the City approximately $7,047,000 million for the development
t the Louisiana Artists Guild, a Louisiana Nonprofit Corporation. The City subsequently loaned
hese funds to LA Artworks. The loan is due to be repaid in quarterly installments plus interest of
> ©183%. Principal payments commenced on October 15, 2003 and end on July 15, 2022. The
utstanding balance at December 31, 2008 is $7,057,000. No payments were received during the
. car ended December 31, 2008. The City has recorded an allowance of $7,057,000 against this loan.
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Capital Assets

~ ~.mmary of changes in capital assets of governmental activities (amounts in thousands) is as follows:

Balance Balance
January 1, Deletions and December 31,
2008 Additions adjustments Transfers 2008
- wooeciable capital assets:
= $ 103,522 1,259 (5,118) — 99.663
“AIrUCTion In progress 100,361 110,731 — (62,976) 148,116
Total nondepreciable
capital assets 203.883 111.990 (5.118) (62.976) 247779
ehie capital assets:
maaricture 2,303,930 — (7,176) 18,702 2,315,456
- Zingcand improvements 164.238 7.366 (35,805) 43.462 179,261
. ~ment and vehicles 68,949 9,637 (1,393) — 77.193
ot 41,896 — (1,980) 812 40,728
Total depreciable
capital assets 2.579.013 17,003 (46.354) 62,976 2,612,638
- zoeumulated
creciation for;
isiructure 1,403,032 59,673 (718) e 1,461,987
3udings and —
improvements 92.370 5,127 (23.439) — 74,058
sozipmentand vehicles 43,864 8,638 (908) - 51.594
{rher 23,042 1,632 (1,756) — 22918
I'otal accumulated
depreciation 1.562.308 75.070 (26.821) — 1.610.557
Total depreciable
capital assets, net 1.016,705 (58.067) (19.533) 62,976 1.002,081
fowl $ 1,220,588 53,923 (24,651) - 1,249,860

-votation expense was charged to functions/programs of the primary government as follows (amounts

ands):
General government $ 9,446
Public safety 4,319
Public works 59,673
Culture and recreation 1,632
Total depreciation expense $ 75,070

1 «ne-Term Debt
Dehr Service Fund

t"nUsodebt service fund is the Board, City Debt (the Board of Liquidation), an autonomous,
. “-rorpetuating board created under the State of Louisiana Constitution of 1974. All property taxes levied
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. =< Uity and dedicated to the payment of outstanding general obligation bonds are collected by the City
©.2< required by law, paid over to the Board of Liquidation as collected.

- Board of Liquidation annually determines the amount of property tax millage necessary to be levied
- _ “lected by the City in the next fiscal year for the payment during such year of principal and interest
. ~utstanding general obligation bonds of the City and all such bonds proposed to be issued by the
~. ‘uring such year. The annual determination of the necessary tax millage to service bonds of the City is
. =+ by resolution of the Board of Liquidation, which is submitted to the City Council. The millage
~ended by the Board of Liquidation is then levied by the City Council. The millages for the various
“-4 honds of the City were established at the time the bonds were issued based upon approval of the
‘-~ Administrative expenditures paid in connection with the operations of the Board of Liquidation are
~ - ivd inthe City’s Debt Service fund.

B ond Trunsactions

= issues general obligation bonds to provide for the acquisition and construction of major capital
"~ General obligation bonds are direct obligations and pledge the full faith and credit of the City.
-~ panvable. excluding unamortized premium of $11,759,000, at December 31, 2008 comprise the
.2 (all bonds are serial bonds) (amounts in thousands):

Range of
Original average Amount Due in
Description issue interest rates outstanding one year

~yation bonds:
~-2r7 Public Improvement
- i< Jdue in annual
*:ments ranging from $3,645
s 990 through December 2036 $ 297,400 40-70% $ 211,820 $ 5,200
-vmeral Obligation Refunding
-2« Jue in annual
<+ ments ranging from $3,839
Lond commencing in
~_wtowher 2004 through
~Toember 2018 98,886 6.7-7.1% 54,410 7,352
-zneral Obligation Refunding
- =73 due in annual installments
- omarom S210to $13,080
oo zh December 2026 106,520 3.7-55% 94,030 3,110
> -omeral Obligation Refunding
-~ i< Jue in annual

: . mernts ranging from $300

V<930 comimencing on

~mremser 102015 through

~mrowber 1,2021 58,415 5.1% 58415 —
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Range of
Original average Amount Due in
Description issue interest rates outstanding one year

-.~eral obligation bonds, continued:
Z005 General Obligation Refunding
Bonds, due m annual
installments ranging from $275
0 $8.795 commencing in
December 2009 through
December 1, 2029 ) 105,280
od tax bonds:
»5 Limited Tax Bonds, due in
snnual installments of $1,450 to
2500 commencing in March 2006
“eugh March 1, 2021 33,000 3.0-5.0%
72 bonds:
i Taxable Pension Revenue
3onds. due in annual
“~tallments from $3,600 to $7,000
. mmencing on September 1, 2001
:h September 1, 2030 170,660 6.95%

< Variable Rate Revenue Bonds,

© = 1 annoal installments from

v 25500 S865 commencing on

“.oa~t1. 2005 through

Lonst],2024 11,500 Variable 9,970 430
696,565 23,902

Total bonds

155
NS
~J
w

3.0-525% § 105,280

28,480 1,635

134,160 5,900

-ooi~ad discount at
== 3102008 126,553 —
$ 823,118 23,902

.o mer 2004, the City received approval from taxpayers to issue $260,000,000 in General Obligation

e Uiy issued 375,000,000 in face amount of these authorized General Obligation Bonds in
~7on 2007 at a premium of $147,000, proceeds of which were transferred to the Capital Projects
~omaming authorized and unissued General Obligation Bonds were $185,000,000 at December 31.
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- .ment requirements for all bonds outstanding, including accretion on the 1991 General Obligation
tS126.553,000 (included in interest payments) as of December 31, 2008, are as follows

=+« thousands):

v ewr ending December 31:

2009
2010
2011
D012
2013
2014-2018
2019-2023
20242028
on29—-2033
034 —-2036

$

Principal Interest
23,902 55,121
27,055 56,244
27,610 57,198
28,142 58,118
28,573 59,126

156,493 309,222
216,990 73,282
109,855 34,694
63,440 12,236
14,505 1,485
696,565 716,726

~ '~ lcual debt limit for General Obligation Bonds is $992,948,000. At December 31, 2008, the

. _:1 Jdebt margin adjusted for outstanding principal of $523,956,000 and past and future accretion

. so.0n0 on the City’s outstanding General Obligation Bonds, plus net assets available in the Debt
<4 01 $36.922.000 to service this debt was $305,875,000.

.~ hond indentures contain significant limitations and restrictions on annual debt service

~+~. maintenance of and flow of moneys through various restricted accounts, minimum amounts

. 7raned in various sinking funds, and minimum revenue bond coverages. At December 31, 2008,
_.~ ot helieves it is in compliance with all financial related covenants.

& onue Bonds

. = nonds payable are The Firefighters’ Pension and Relief Fund (Old System) Bonds which were
210 1o fund a portion of the projected unfunded accrued liability for the pension plan. The bonds

. :nd other required expenses, including outstanding certificates of indebtedness. The bonds bear
-+ variable rate determined weekly based on the Bond Market Association Municipal Swap

2N A however, the City entered into an interest rate swap agreement over the term of the bonds,
-_..2d in a fixed rate of 6.95%. As of December 31, 2008, $134,160,000 in outstanding bonds was
+~ a liability in the government-wide financial statements. The swap terminates in

cor Z0R0,

¢ tive of the interest rate swap. As a means of lowering its borrowing costs, when compared against

~-nds at the time of issuance in 2000, the City entered into an interest rate swap in connection

.~ 716 million Taxable Pension Variable-Rate Revenue Bonds. The intention of the swap was to
.~ Jhanue the City’s variable interest rate on the bonds to a synthetic fixed rate of 6.95%.
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.- Ihe bonds and the related swap agreement mature on September 1, 2030, and the swap’s notional
©S171 million matches the $171 million variable-rate bonds. The swap agreement was executed

o roraneously with the issuance of the bonds (November 2000). Starting in fiscal year 2001, the
- .. value of the swap and the principal amount of the associated debt decline. Under the swap, the
= .~ the counterparty, UBS, a fixed payment of 6.95% and receives a variable payment computed

. ~ised on the BMA swap index. In addition to the swap agreement, the City entered into a
-« - arrangement with JPMorgan Chase, which obligates the bank to buy the bonds at par at the
-« oome agent’s demand if the remarketing agent cannot resell the bonds (“the put”). In February
« -~ remarketing agent exercised its put option, which resulted in the bonds becoming “bank bonds™
~+ v being required to pay interest at the bank’s prime rate. The bank bond rate increased to the

- == me rate plus 1% after 90 days. This payment is an addition to the swap payments, which require
.+ pay the counterparty a fixed 6.95% reduced by a variable rate equal to the current 30 day
“~werbank Borrowing Rate (LIBOR).

¢ .o alue Because interest rates have declined since execution of the swap, the swap had a negative fair

- 132 8 million as of December 31, 2008. The fair value was estimated using the zero-coupon
. =is method calculates the future net settlement payments required by the swap, assuming that the
- ~ward rates implied by the yield curve correctly anticipate future spot interest rates. These

“« are then discounted using the spot rates implied by the current yield curve for hypothetical
= 1 honds due on the date of each future net settlement on the swap.

it risk s of December 31, 2008, the City was not exposed to credit risk because the swap had a
+value. However, should interest rates change and the fair value of the swap becomes positive,
1id be exposed to credit risk in the amount of the derivative’s fair value. The swap counterparty

val. A+ and A+ by Moody’s Investors Service, Standard & Poor’s and Fitch Ratings,
~ . as of December 31, 2008.

Teemination risk. The City or the counterparty may terminate the swap if the other party fails to perform
“orms of the contract. The swap may be terminated by the City if the counterparty’s credit quality
_ o < elow AT as issued by Moody’s Investors Service. If the swap is terminated, the variable-rate
1 no longer carry a synthetic interest rate. Also, if at the time of termination the swap has a
-.ir value. the City would be liable to the counterparty for a payment equal to the swap’s fair
-~ the time of termination the swap has a positive fair value, the City would receive a cash

-l ates of Indebtedness

e City issued $75,205,000, of which $29,490,000 remained outstanding at December 31, 2008,
~¢~ of indebtedness (Series 1998B) for the primary purpose of refunding the City’s Series 1992
t indebtedness, the City’s debt obligation incurred in 1983, and additional debt incurred in
..~ -he merger agreement between the Municipal Police Employees’ Retirement System (MPERS)
v s board of trustees of the Police Pension Fund. The certificates bear interest ranging from

. pavable semiannually and will be fully matured on December 1, 2012.
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Dccember 2000, the City issued $27,000,000, of which $7,800,000 remained outstanding at

-omer 3102008, in certificates of indebtedness (Series 2000) for the primary purpose of paying general

- oments and judgments rendered against the City. The certificates bear interest ranging from 5% to
. navable semiannually and will be fully matured on December 1, 2010.

In January 2002, the City issued $5,155,000, of which $2,725,000 remained outstanding at December 31,
2008, in certificates of indebtedness (Series 2001C) for the primary purpose of paying general settlements
and judgments rendered against the City. The certificates bear interest ranging from 3.5% to 4.25%,
payable semiannually and will be fully matured on February 1, 2011.

In March 2003, the City issued $38,555,000, of which $11,845,000 remained outstanding at December 31,
2008, in certificates of indebtedness (Series 2003) for the primary purpose of refinancing the payments of
the City under an existing lease agreement financing the costs of acquisition of additional vehicles and
paying the costs of issuance. The certificates bear interest ranging from 2.97% to 3.4%, payable
semiannually and will be fully matured on March 1, 2010.

In April 2004, the City issued $4,065,000, of which $2,060,000 remained outstanding at December 31,
2008, in limited tax certificates of indebtedness (Series 2004) for the primary purpose of financing the
costs of acquisition of additional vehicles and paying the costs of issuance. The certificates bear interest
ranging from 2% to 3.5%, payable semiannually and will be fully matured on April 1, 2011.

In December 2004, the City issued $40,415,000, of which $38.265,000 remained outstanding at
December 31, 2008, in limited tax certificates of indebtedness (Series 2004B) for the primary purpose of
financing the partial defeasance of the 1998B Certificates, financing judgment claims against the City, and
paying the costs of issuance. The certificates bear interest ranging from 3.15% to 4.75%, payable
semiannually and will be fully matured on March 1, 2014.

During 2005, the City issued $2,050,000, of which $1,230,000 remained outstanding at December 31,
2008, in certificates of indebtedness (Series 2005) for the primary purpose of paying costs to repair
trackage for rail car storage and to make infrastructure improvements in connection with the CG Rail

Project. The certificates bear interest of 3.59%, payable semiannually and will be fully matured on
December 1, 2014,

The requirements to amortize the certificates of indebtedness are as follows (amounts in thousands):

Principal Interest
Year ending December 31:

2009 $ 18,110 4,176
2010 19,845 3.345
2011 14,590 2,462
2012 14,855 1,765
2013 12,675 925
2014 13,340 319

$ 93,415 12,992
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Loans Payable

The City has entered into a Community Disaster Loan (CDL) agreement with the Federal Emergency
Management Agency (FEMA) to assist in paying current operations as a result of Hurricane Katrina.
During 2005, the City was authorized to draw down $120,000,000. As of December 31, 2005, the City has
drawn down $61,396,000 and the full $120,000.000 at December 31, 2006. During 2006, the City was
authorized a new $120,000,000 CDL of which $17,611,000 was drawn down at December 31, 2006. The
City drew down $32,748,000 during the year ended December 31, 2007. The City has pledged as
collateral future revenues from anticipated taxes. The two CDL’s, which accrue interest at a rate of 2.75%
and 2.93%, are due at the end of five years but can be extended for an additional five years. Interest in the
amount of $16,117,000 and $9,681,000 will be due on the outstanding principal balance in 2010 and 2011,
respectively. Accrued interest through the year ended December 31, 2008 was $13,048,000.

The City entered into a cooperative endeavor agreement with the State of Louisiana to provide for the
issuance of general obligation bonds of the State of Louistana (GO Zone Series) to fund the debt service
assistance loan program, which will make scheduled debt service payments on behalf of the City for
certain issues of outstanding debt. The city borrowed $23,550,000 and $12,345,000 for the years ended
December 31, 2007 and 2008, respectively. The loans are payable beginning in 5 years in equal
installments over 15 years commencing in 2012. Interest is deferred during the initial 5 year period and
then accrues at a rate of 4.64% during the repayment period.

The requirements to amortize the debt service assistance loan are as follows (amounts in thousands):

Principal Interest
Year ending December 31:

2012 $ 3,401 3,314
2013 3,559 3,156
2014-2018 20,429 13,147
2019-2023 25,629 7,947
2024 -2028 18,410 1,734

$ 71,428 29,298

Other Long-Term Liabilities

The City has entered into contracts for Loan Guarantee Assistance under Section 108 of the Housing and
Community Development Act of 1974, with the Secretary of HUD as guarantor. Portions of these funds
were used to fund grantee loans referred to in Note 5. The loans consist of notes bearing interest at either
fixed interest rates ranging from 5% to 8% or variable interest rates based upon the London Interbank
Offered Rate (LIBOR). As of December 31, 2008, $30,344,000 is recorded as a liability in the
government-wide financial statements.
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The requirements to amortize the Section 108 loans are as follows (amounts in thousands):

Principal Interest
Year ending December 31:

2009 $ 2,182 1,902
2010 2,318 1,777
2011 2,456 1,640
2012 2,610 1,493
2013 2,780 1,333
2014-2018 ' 14,224 3,769
2019 - 2023 3,774 516

$ 30,344 12,430

On October 15, 2000, the City entered into an agreement with a vendor to purchase heating, ventilation and
air cooling (HVAC) equipment under a 20 year capital lease. The City entered into two similar subsequent
agreements with this vendor on June 1, 2001 and February 15, 2002 primarily for the purpose of
purchasing additional HVAC equipment and traffic lights, respectively. The original net present value of
these capital leases were $9,625,000, $17,912,000 and $6,248,000 with corresponding interest rates of
7.8%, 7.1% and 6.5%, respectively. Under terms of the agreement, title to this equipment is to transfer to
the City at the end of the lease. The contracts provided for a guaranteed energy savings component, which
when combined with certain other savings, stipulated by the City, would exceed the debt service
requirements on this capital lease. Following Hurricane Katrina, the City and the vendor agreed to amend
their original agreement to remove the guaranteed savings component and to reduce the monthly
maintenance contract. This liability and the related asset were not previously recorded on the City’s books.
The HVAC equipment under the leases dated in 2000 and 2001, were recorded as Buildings and
Improvements (Note 6) and depreciated over 20 years, with an adjustment made for estimated impairment
from Hurricane Katrina. As the traffic light equipment was substantially destroyed in 2005, these assets
were not recorded on the City’s books.

The requirements to amortize the capital leases are as follows (amounts in thousands):

Principal Interest
Year ending December 31:

2009 $ 1,311 1,921
2010 1,406 1,826
2011 1,508 1,724
2012 1,660 1,615
2013 1,823 1,494
2014-2018 11,288 5,296
2019-2023 8,496 1,037

$ 27,492 14,913
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I'he City has recorded $47,514,000 in accrued annual and sick leave in accordance with its pay-out
policies. During the year active employees earned and used $30,941,000 and $27,397,000 in sick and
vacation leave benefits, respectively. The entire annual and sick liability is recorded in the government
wide statements and no liability is recorded in the governmental funds.

Changes in Long-Term Liabilities

I.ong-term liability activity for the year ended December 31, 2008 was as follows (amounts in thousands):

January 1, December 31, Due in
2008 Additions Deletions 2008 one year

Claims and judgments (note 12)  $ 228,601 97.306 (144,920) 180.987 20.816
Landfill closing costs (note 12) 12,560 - (6,272) 6,288 182
Accrued annual and sick leave 43,970 30,941 (27.397) 47,514 5,000
Revenue bonds 150,140 - (6,010) 144,130 6.330
Certificates of indebtedness 110,165 - (16,750) 93,415 18.110
General obligation bonds (a) 669,256 - (18,748) 650,508 21575
[.imited tax bonds 30,045 - (1,565) 28,480 1.635
Deferred loss on refunding (3,747) - 347 (3,400) 346
Premium on bonds payable 13,051 - (1,293) 11,758 1.240
Discount on bonds payable 571 - 48 (523) (48)
Community Disaster Loan 170,358 34373 - 204,731 -
Debt Service Assistance Program 39,083 12,345 - 71,428 -
HUD Section 108 loan 32,405 - (2.061) 30,344 2.182
Capital leases 28,715 - (1,223) 27.492 1311
Net pension obligation 34,052 37,235 (15.,469) 55,818 14374
Post-employment benefit 18,443 33,066 (19,224) 32,285 15.780

$ 1,596,526 245,266 (260,537) 1,581,255 108.833

(a) Additions and deletions include amounts related to accretion of 1991 Refunding Series of 14,101 and (16,870), respectively.

The above liabilities will be repaid from the General Fund, except for HUD Section 108 loans, which will
be repaid from the UDAG Fund, and the General Obligation and Limited Tax Bonds and a portion of the
Debt Service Assistance Loan Program, which will be repaid from the Debt Service Fund. The Board of
Liquidation handles all the bonded debt of the City and results of its operations are reported in the debt
service fund. For the year ended December 31, 2008, the debt service fund had $66.897.000 in fund
balance reserved to service this debt.

Pension Plans and Postretirement Healthcare Benefits

At December 31, 2008, the City sponsors and administers four separate single-employer, contributon
defined benefit pension plans, namely: (1) Firefighters” Pension and Relief Fund — OIld System:
(2) Firefighters’ Pension and Relief Fund — New System; (3) Police Pension Plan (Police Plan): and
(4) Employees’ Retirement System of the City of New Orleans (Employees’ Plan). The Old System covers
firefighters who were employed prior to December 31, 1967; the New System covers firefighters hired
since that date. Effective March 6, 1983, all members of the Police Plan, active and retired, except for
approximately 250 participants who did not meet the eligibility requirements, became members of the
Municipal Police Employees’ Retirement System (State of Louisiana) (MPERS). The Police Plan of the
City will remain responsible for the payment of certain benefits due to differences in length of service and
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age requirements for the participants who were not transferred to the MPERS plan. MPERS is the only
cost-sharing, multiple-employer retirement plan in which employees of the City participate. The
Employees’ Plan covers all City employees other than tirefighters and police.

All four plans use the accrual basis of accounting for changes in net assets. Within this context, interest
income is recognized when earned, as are employer and employee contributions, except in the case of the
Police Plan, which recognizes employer contributions when due from the City. Benefits and refunds are
recognized when due and payable in accordance with the terms of the plan.

MPERS Plan Description

On March 6, 1983, an agreement was signed among the City, the Police Pension Funds of the City of New
Orleans, and the MPERS, which provided for the merger of the Police Pension Plans with the MPERS. As
of that date, all members of the Police Pension Plans, active and retired, became members of the MPERS.
Those members covered by the system who did not meet the age and service requirements of the MPERS
will be paid by the Police Pension Fund of the City until they reach age 50 or 55, depending on the length
of active service. The MPERS is a defined benefit pension plan established by a State of Louisiana statute.

Employees become eligible for retirement under the MPERS plan at age 50, after being a member of the
plan for 1 year and after 20 years of active continuous service. An employee who is age 55 becomes
eligible for retirement benefits after 16 years of active continuous service. The plan also provides death and
disability benefits. Authority to establish and amend benefit provisions is provided under the laws of the
State of Louisiana. The MPERS issues a publicly available financial report that includes financial
statements and required supplementary information for the MPERS. That report may be obtained by
writing to the Municipal Police Employees’ Retirement System, 8401 United Plaza Boulevard, Room 270,
Baton Rouge, Louisiana 70809, or by calling (800) 443-4248.

Employees’ Plan, Police Plan, Firefighters’ Pension and Relief Fund — Old and New System
Descriptions

Each plan is a defined benefit pension plan established by the State of Louisiana statute, which provide
retirement, disability, and death benefits, and annual cost-of-living adjustments to plan members and
beneficiaries. Authority to establish and amend benefit provisions is provided under the laws of the State of
Louisiana. Each plan issues a publicly available financial report that includes financial statements and
required supplementary information for that plan. Those reports may be obtained by writing or calling the
plan.

Employees’ Retirement System of the City of New Orleans
1300 Perdido Street, Suite 1E12

New Orleans, Louisiana 70112

(504) 658-1850

Police Pension Fund of the City of New Orleans
715 S. Broad, Room B23

New Orleans, Louisiana 70119

(504) 826-2900

56 (Continued)



CITY OF NEW ORLEANS, LOUISIANA
Notes to Basic Financial Statements

December 31, 2008

Firefighters® Pension and Relief Fund of the
City of New Orleans (Old and New Systems)
329 S. Dorgenois Street

New Orleans, Louisiana 70119

(504) 821-4671

Funding Policies and Annual Pension Costs

The employer contributions for the MPERS and the Firefighters’ Pension and Relief Fund (New System)
are based on actuarially determined amounts. The employer contribution for the Police Pension Fund is
based on amounts necessary to cover administrative costs and payments of pensions and benefits, as
certified by the board of trustees of the Fund. The employer contribution for the Firefighters® Pension and
Relief Fund (Old System) is based on amounts necessary to pay current expenses, and, in effect, is being
funded on a “pay-as-you-go” basis. In December 2000, the City issued $170,660,000 of taxable pension
revenue bonds to fund the projected unfunded accrued liability of the Firefighters® Pension and Relief Fund
(Old System). Debt service is to be paid from the General Fund. Employees covered under the MPERS
contribute 4% of their earnable compensation to the plan. Employees covered under the Firefighters’
Pension and Relief Fund of the City of New Orleans (Old and New Systems) contribute 6% of salary for
the first 20 years of employment.

As a result of the merger contract with the MPERS to transfer all active policemen who were participating
in the City’s Police Pension Fund to MPERS, there were no active participants in the plan and therefore the
only contributions by employees to the plan related to retirees’ contributions for the purchase of military
service credit. The City’s annual pension cost for the current year and related actuarial methods and
assumptions for each plan is as follows (amounts in thousands):

Firefighters’ Firefighters’

Employees’ Police Pension and Pension and
Retirement Pension Relief Fund Relief Fund
System Fund (Old System) (New System)
Annual required contribution $ 9430 — 19,336 10,965
(thousands)
Annual pension cost (thousands) 9434 e 17,851 10,297
Contributions made (thousands) 4991 — — 10,478
Actuarial valuation date 1/1/09 12/31/08 12/31/08 12/31/08
Actuarial cost method Frozen entry Entry age Entry age Aggregate
age actuarial normal cost normal cost actuarial
cost method method method cost method
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Firefighters’ Firefighters®
Employees’ Police Pension and Pension and
Retirement Pension Relief Fund Relief Fund
System Fund (Old System) (New System)
Amortization method (a) (b) Specific (©)
numbcr
of vears —
fevel amount,
closed
Remaining amortization period (a) (b) 6 years ©)
Asset valuation method Market Cost which Market Three-year
value approximates value averaging
market
Actuarial assumptions:
Investment rate of return 7.75% 7.00% 7.50% 7.50%
Projected salary increases 4.50 NA 5.00 5.00

(a)

(®)

(c)

The amortization period for the year, which ended on December 31, 2008, is being maintained.
Beginning with the January 1, 1992 actuarial valuation, the amortization amount was “frozen” and is

equal to the 12-year remaining amortization amount over the period January 1, 1992 through
December 31, 2008

The “Entry Age Normal” cost method was used to calculaie the funding requirements of the Fund.
Under this cost method, the actuarial present value of projected benefits of each individual included
in the valuation is allocated on a level basis as a percentage of payroll for each participant between
entry age and assumed retirement age.

The aggregate actuarial cost method does not identify or separately amortize unfunded actuarial
liabilities.Annual Pension Cost, Prepaid Pension Asset, and Net Pension Obligation — The City’s
annual pension cost (APC), prepaid pension asset (PPA), and net pension obligation (NPO) to the
City of New Orleans Employees® Retirement System and the Firefighters’ Pension and Relief Fund
(Old System and New System) for the current year are as follows (amounts in thousands):
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New Orleans Firefighters’ Firefighters’
Employees' Pension and Pension and
Retirement Relief Fund Relief Fund
System (Old System) (New System)
Amnual required contribution $ 9,430 19,336 10,965
Interest on PPA (NPO) 4 2,226 306
Adjustment to annual required contribution (48) (5,013) 37
Annual pension cost 9,378 16,549 11,308
Contributions made 4,991 - 10,478
Decrease (increase) in PPA (NPO) (4,387) (16,549) (830)
PPA (NPO), beginning of year - (30,990) (3,062)
PPA (NPO), end of year $ (4,387) (47,539) (3,892)

The NPOs are approximately $4,387,000, $47,539,000, and $3,892,000 respectively, at December 31,
2008, and are recorded in the governmental activities of the government-wide statement of net assets.

Three Year Trend Information (amounts in thousands)
Percentage
Year of APC NPO
ending APC contributed (PPA)
MPERS 12/31/08  § 9,434 53% § 4,387
12/31/07 3,572 133 (52)
12/31/06 4,003 100 1,266
Firefighters’ Pension and Relief
Fund (Old System) 12/31/08 17,851 — 47,539
12/31/07 18,025 — 30,990
12/31/06 19,567 — 13,874
Firefighters’ Pension and Relief
Fund (New System) 12/31/08 10,297 102 3,892
12/31/07 10,863 82 3,062
12/31/06 10,209 92 2,493
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Postretirement Healthcare Benefits

Plan Description

The City of New Orleans’ medical benefits are provided through a self-insured comprehensive health
benefit program and are made available to employees upon retirement.

Medical benefits are provided to employees upon actual retirement (that is, at the end of the DROP period.,
if applicable) according to the eligibility provisions of the System by which the employee is covered. The
vast majority of City employees are covered by one of three primary systems: The Employees' Retirement
System of the City of New Orleans (NOMERS), the Louisiana State Municipal Police Employees
Retirement System (MPERS), and the New Orleans Firefighters' Pension and Relief Fund (NOFF). The
maximum DROP period is five years in NOMERS and NOFF and three years in MPERS. Retirement
(DROP entry) eligibility is as follows: in NOMERS, the earliest of 30 years of service at any age; age 60
and 10 years of service; age 65 and 5 years of service; or, satisfaction of the "Rule of 80" (age plus service
equals or exceeds 80); in MPERS, the earlier of 25 years of service and age 50 and 20 years of service (in
MPERS, DROP entry requires age 55 and 12 years of service or 20 years of service and eligibility to
retire); in NOFF, age 50 and 12 years of service. However, because of the "back-loaded" benefit formula in
the NOFF plan relative to years of service, the retirement assumption used for that plan was the earliest of
age 50 and 30 years of service, age 55 and 25 years of service, and age 60 and 12 years of service.

Contribution Rates

Employees do not contribute to their post employment benefits costs until they become retirees and begin
receiving those benefits. The plan provisions and contribution rates are contained in the official plan
documents.

Fund Policy

Until 2007, the City recognized the cost of providing post-employment medical benefits (the City’s portion
of the retiree medical benefit premiums) as an expense when the benefit premiums were due and thus
financed the cost of the post-employment benefits on a pay-as-you-go basis. Effective with the Fiscal Year
beginning January 1, 2007, the City implemented Government Accounting Standards Board Statement
Number 43, Accounting and Financial Reporting by Employers for Post employment Benefits Other than
Pensions (GASB 45).

In 2008, the City’s portion of health care funding cost for retired employees totaled $19,223,653.
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Annual Required Contribution

The City’s Annual Required Contribution (ARC) is an amount actuarially determined in accordance with
GASB 45. The Annual Required Contribution (ARC) is the sum of the Normal Cost plus the contribution
to amortize the Actuarial Accrued Liability (AAL). A level dollar, open amortization period of 30 years
(the maximum amortization period allowed by GASB 43/45) has been used for the post-employment
benefits. The total ARC for the fiscal year beginning January 1, 2008 is $33,394,386, as set forth below:

Normal Cost $ 8,732,764
30-year UAL amortization amount 24,661,622
Annual required contribution (ARC) $ 33,394,386

Net Post-employment Benefit Obligation (Asset)

The table below shows the City’s Net Other Post-employment Benefit (OPEB) Obligation (Asset) for
fiscal year ending December 31, 2008:

Medical
Beginning Net OPEB Obligation (Asset) 1/1/2008 $ 18,442,786
Annual required contribution 33,394,386
Interest on Net OPEB Obligation 737,711
ARC Adjustment 1,066,550
OPEB Cost 33,065,547
Contribution -
Current year retiree premium 19,223,653
Change in Net OPEB Obligation 13,841,894
Ending Net OPEB Obligation (Asset) 12/31/2008 $ 32,284,680

The following table shows the City’s annual post employment benefits (PEB) cost, percentage of the cost
contributed, and the net unfunded post employment benefits (PEB) liability (asset):

Percentage of

Annual OPEB Annual Cost Net PEB
Fiscal Year Ended Cost Contributed Liability
December 31, 2008 $33,065,547 58.14% $32,284,680
December 31, 2007 $30,778,145 40.08% $18,442,786

61 (Continued)




CITY OF NEW ORLEANS, LOUISIANA
Notes to Basic Financial Statements

December 31, 2008

Funded Status and Funding Progress

In the fiscal year ending December 31, 2008, The City made no contributions to its post employment
benefits plan. The plan was not funded, has no assets, and hence has a funded ratio of zero. As of January
1, 2008, the most recent actuarial valuation, the Actuarial Accrued Liability (AAL) was $426,450,108,
which is defined as that portion, as determined by a particular actuarial cost method (the City uses the Unit
Credit Cost Method), of the actuarial present value of post employment plan benefits and expenses which
is not provided by normal cost. Since the plan was not funded in fiscal year 2008, the entire actuarial
accrued liability of $426,450,108 was unfunded.

Actuarial Accrued Liability (AAL) $ 426,450,108
Actuarial Value of Plan Assets (AVP) -
Unfunded Act. Accrued Liability (UAAL) $ 426,450,108
Funded Ratio (AVP/AAL) 0%
Covered Payroll (active plan members) $ 226,763,971
UAAL as a percentage of covered payroll 188%

Actuarial Methods and Assumptions

Actuarial valuations involve estimates of the value of reported amounts and assumptions about the
probability of events far into the future. The actuarial valuation for post employment benefits includes
estimates and assumptions regarding (1) turnover rate; (2) retirement rate; (3) health care cost trend rate;
(4) mortality rate; (5) discount rate (investment return assumption); and (6) the period to which the costs
apply (past, current, or future years of service by employees). Actuarially determined amounts are subject
to continual revision as actual results are compared to past expectations and new estimates are made about
the future.

The actuarial calculations are based on the types of benefits provided under the terms of the substantive
plan (the plan as understood by the City and its employee plan members) at the time of the valuation and
on the pattern of sharing costs between the City and its plan members to that point. The projection of
benefits for financial reporting purposes does not explicitly incorporate the potential effects of legal or
contractual funding limitations on the pattern of cost sharing between the City and plan members in the
future. Consistent with the long-term perspective of actuarial calculations, the actuarial methods and
assumptions used include techniques that are designed to reduce short-term volatility in actuarial liabilities
and the actuarial value of assets.
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Actuarial Cost Method

The ARC is determined using the Unit Credit Cost Method. The employer portion of the cost for retiree
medical care in each future year is determined by projecting the current cost levels using the healthcare
cost trend rate and discounting this projected amount to the valuation date using the other described
pertinent actuarial assumptions, including the investment return assumption (discount rate), mortality, and
turnover.

Actuarial Value of Plan Assets

There are not any plan assets. It is anticipated that in future valuations a smoothed market value consistent
with Actuarial Standards Board ASOP 6, as provided in paragraph number 125 of GASB Statement 45.

Turnover Rate

The following age related turnover scale was used:

Percent

Age Turnover
18-25 20.00%
26 -40 12.00%
41 -54 8.00%
55+ 6.00%

Post employment Benefit Plan Eligibility Requirements

Based on past experience, it has been assumed that entitlement to benefits will commence at the end of the
DROP period, as described under the heading “Plan Description.” In addition, an additional delay of one
year after retirement eligibility was included for NOMERS employees and a further two years’™ delay
where eligibility was under the “Rule of 80.”

Investment Return Assumption (Discount Rate)

GASB Statement 45 states that the investment return assumption should be the estimated long-term
investment yield on the investments that are expected to be used to finance the payment of benefits (that is,
for a plan which is funded). Based on the assumption that the ARC will not be funded, a 4% annual
investment return has been used in this valuation. This is a conservative estimate of the expected long term
return of a balanced and conservative investment portfolio under professional management.

Health Care Cost Trend Rate

The expected rate of increase in medical cost is based on projections performed by the Office of the
Actuary at the Centers for Medicare & Medicaid Services as published in National Health Expenditures
Projections: 2003 to 2013, Table 3: National Health Expenditures, Aggregate and per Capita Amounts.
Percent Distribution and Average Annual Percent Change by Source of Funds: Selected Calendar Years
1990-2013, released in January, 2004 by the Health Care Financing Administration (www.cms.hhs.gov).
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"State and Local" rates for 2008 through 2013 from this report were used, with rates beyond 2013
araduated down to an ultimate annual rate of 5.0% for 2016 and later.

Mortality Rate

The 1994 Group Annuity Reserving (94GAR) table, projected to 2002, based on a fixed blend of 50% of
the unloaded male mortality rates and 50% of the unloaded female mortality rates, is used. This is the
mortality table which the Internal Revenue Service requires to be used in determining the value of accrued
benefits in defined benefit pension plans.

Methad of Determining Value of Benefits

The "value of benefits" has been assumed to be the portion of the premium after retirement date expected
to be paid by the employer for each retiree and has been used as the basis for calculating the actuarial
present value of OPEB benefits to be paid. The employer rates provided are "unblended" rates for active
and retired as required by GASB 45 for valuation purposes.

Individual Fund Disclosures
Deficit Fund Equity

At December 31, 2008, the FEMA and HUD funds had deficit fund balances in the amounts of
approximately $23,513,000 and $267,000, respectively, resulting from accrued expenditures for which
revenue has been recognized.

Interfund Receivables and Payables

Individual fund interfund receivables and payables at December 31, 2008 were as follows (amounts in
thousands):

Receivable Fund Payable Fund Amount

General Fund FEMA Fund $ 26,673
Federal UDAG Fund 1,253

Nonmajor Funds 13,076

Nonmajor Funds Nonmajor Funds 2,021
General Fund 63

Federal UADG Fund General Fund 1,814
$ 44,900

Interfund balances resulted from the time lag between the dates (1) when interfund services are provided or
reimbursable expenditures occur and (2) payments between funds are made. For example, the General
Fund originally incurred expenditures that were ultimately recorded in the FEMA grant and reimbursed by
the federal government. The interfund balances between the General Fund and the HUD Grant Fund and
Nonmajor Funds result from timing differences in the payment for services and reimbursement from the
federal government.
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Interfund Advances

Individual fund interfund advances at December 31, 2008 were as follows (amounts in thousands):

Advances to Advances from
other funds other funds
General $ 252 —

Nonmajor special revenue:

Sidewalk paving and repairing — 2
Department of Safety and Permits — Demolition — 250
Total nonmajor special revenue — 252
$ 252 252

The interfund balances are not expected to be repaid within the year.

Fund Transfers

Individual fund transfers for the year ended December 31, 2008 were as follows (amounts in thousands):

Transfers-in Transfers-out

General $ 13,938 (1,387)
Nonmajor governmental funds 1,387 (13.938)
Total $ 15,325 (15,325)

Transfers are used to (1) move revenues from the fund that statute or the budget requires to collect them to
the fund that the statute or budget requires to expend them, and (2) use unrestricted revenues collected in
the general fund to finance various programs accounted for in other funds. Amounts transferred to the
General Fund from the Rivergate Development Corporation Fund (included as a nonmajor governmental
fund) represent net rents and other cost reimbursements received related to the land-based casino. Amounts
transferred to the Federal UDAG Fund represents advances made from the Community Development
Block Grant (CDBG) to pay debt service.

Charges to Component Units for Support Services

Charges for support services paid to the general fund during fiscal year 2008 by the Airport amounted to
$3,579,000 primarily for overhead reimbursement and fire protection.

The City does not charge the Downtown Development District, French Market Corporation, the Municipal
Yacht Harbor Management Corporation, the Upper Pontalba Building Restoration Corporation, or Canal
Street Development Corporation for any support services provided to them. In addition, the City does not
charge rent to the Audubon Commission for the land which is owned by the City on which the golf course
operates.
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Fund Balance Reserves

Certain fund balance amounts in the following funds have been reserved to indicate a restriction for a
particular purpose or amounts that are not available for appropriation. Details of the components of
reserved fund balance at December 31, 2008 are as follows {(amounts in thousands):

Governmental funds

Federal Debt Capital Other
General UDAG service projects governmental Total
Encumbrances §  7.229 21438 — 95.357 1,218 125242
Debt service — — 66,897 — — 66897
Grantee loans — 987 —= — — 987
Total $ 7,229 22425 66,897 95,357 1.218 193,126

Interest Income

Interest earned on investments held by the City’s capital projects fund, certain special revenue funds
(Sidewalk Paving and Repairing, Traffic Court Judicial Expense, Department of Safety and Permits —
Demolition, Vieux Carre’ Commission, and Municipal Court Judicial Expense) and certain agency funds
(Clearing and Deposit) is recorded as revenue of the General Fund. The amount of interest revenue
recorded by the General Fund on investments of the capital projects fund for the year ended December 31,
2008 was approximately $5,020,000.

Commitments and Contingencies
Operating Lease Agreements

The City has commitments under several operating lease agreements for equipment and facilities. These
lease agreements are primarily for copier and data processing equipment and for land and buildings. They
are cancelable by the City at any time. However, City management believes that such leases will generally
be renewed or replaced each vear. Annual rent in 2008 for such operating lease agreements was
approximately $5,154,000.

Claims and Judgments

The City is a defendant in a number of claims and lawsuits alleging, among other things, personal injury,
police brutality, wrongful death, overcollection of property taxes, and improperly designed drainage
systems.

Self-Insurance

The City is self-insured for its motor vehicle fleet, and general liability and police department excessive
force, workers” compensation, hospitalization, and unemployment losses and claims.

The City’s claims are financed on a “pay-as-you-go” basis for its motor vehicle fleet, general liability and
police department excessive force losses. Premiums are charged by the General Fund to the City’s various
funds for the unemployment and worker’s compensation self-insurance programs and to employees and the
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City’s various funds for the hospitalization self-insurance programs. Paid claims in excess of such
premiums, if any, are funded by the General Fund.

As of December 31, 2008, the City has determined, through an analysis of historical experience, the
adequacy of the liability necessary to cover all losses and claims, both incurred and reported and incurred
but not reported (IBNR), under its self-insurance programs. The City does not discount its claims
liabilities. The liabilities of $359,000 for motor vehicle fleet, $108,432,000 for general liability and police
department excessive force losses, $67,691,000 for workers’ compensation, and $4,505,000 for
hospitalization and unemployment have been accrued in the government-wide financial statements in the
total amount of $180,987,000.

Changes to the City’s claims liability amounts in fiscal 2008 and 2007 are as follows (amounts in
thousands):

Benefit
Beginning of Claimsand  payments, Balance
fiscal year changesin  claims, and at fiscal Short-term
liability estimates  adjustments  year-end Portion

General liability and police

liability:

2007 $ 204,507 (28,482) (3,414) 172,611 7,000

2008 172,611 21,026 (85,205) 108,432 4,000
Workers® compensation:

2007 49,281 13,581 (13,689) 49,173 13,689

2008 49,173 34.864 (16,346) 67,691 16,345
Motor vehicle fleet:

2007 698 57 (418) 337 337

2008 337 498 (476) 359 359
Hospitalization and

unemployment:

2007 \ 5,009 52,257 (50,786) 6,480 6,480

2008 6,480 40,918 (42,893) 4,505 112
Total:

2007 259,495 37,413 (68,307) 228,601 27,506

2008 228,601 97,306 (144,920) 180,987 20,816

Federal Financial Assistance Questioned Costs

The City receives federal financial assistance directly from federal agencies or passed through from other
government agencies. Audits of the City’s federal award programs periodically disclosed certain items or
transactions as questioned costs. The ultimate resolution or determination as to whether the costs will be
disallowed under the affected grants will be made by the various funding sources and cannot be determined
at this time. The City believes disallowances, if any, will be immaterial to its financial position and
operations.
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Landfill Closing Costs

The City owns two closed landfill sites located in the eastern portion of the City (Recovery I Landfill and
Gentilly Landfill). State and federal laws require the City to cap the landfill and to monitor and maintain
the site for 30 subsequent years. The Gentilly Landfill, which was closed in 1995, was reopened in 2005
under an agreement with a third party vendor. The agreement requires the vendor to pay a 3% royalty fee
to the City and a fee equal to 50 cents per cubic yard of waste disposed at the site to be put in to trust to
fund the future landfill post closure costs until such time that this liability becomes fully funded, as
certified by the Louisiana Department of Environmental Quality (LDEQ). The City does not record this
liability on its’ books, as the third party vendor is contributing to the trust in accordance with the
agreement. The Recovery I site was closed in June 2003 upon obtainment of the Closure Certificate from
LDEQ.

Through the time of closure, in the government-wide financial statements, the City recognized a portion of
the closure and postclosure care costs in each operating period although actual payouts will not occur until
this landfill is capped and closed, respectively. The amount recognized each year to date was based on the
landfills” capacities used as of the balance sheet date. As of December 31, 2008, the City has estimated its
liability at $6,288,000.

These amounts are based on what it would cost to perform all closure and postclosure care beginning in
2007 for a 30 year period, adjusted for annual cost increases of 3%. Actual cost may be higher due to
inflation, changes in technology, or changes in regulations, and may need to be covered by charges from
future tax revenue. Current funding of these costs comes from the General Fund.

Prior Years’ Defeased Bonds

In prior years, the City entered into advance refunding transactions whereby it issued General Obligation
Refunding Bonds to effect early retirement of certain General Obligation Bonds. The net proceeds of these
refunding bonds were placed in irrevocable escrow accounts and invested in U.S. Treasury obligations that,
together with interest earned thereon, will provide amounts sufficient for payment of all principal and
interest on the refunded bonds. Accordingly, the escrow accounts and the refundable bonds are no longer
included on the City’s basic financial statement of net assets. The outstanding balance of the refunded
bonds at December 31, 2008 is as follows (amounts in thousands):

2007 Payments 2008
1999 Public Improvement Bond  $ 27,005 - 27,005

Arbitrage

The City has issued tax-exempt bonds that are subject to arbitrage regulations of the Internal Revenue
Service, which impose restrictions on the use of proceeds from tax-exempt bonds. If certain of these
restrictions are not complied with, the bonds could lose their tax-exempt status retroactive to the date of
original issuance and also result in the City being subject to arbitrage rebates. The City believes it is in
compliance with the arbitrage regulations with respect to all of its tax-exempt bond issues.
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i13) Restatement

During 2008, the City identified several adjustments which impacted prior year financial statements. A
summary of the impact of these adjustments is as follows. The impact on fund balance was as follows:

Fund balance, as previous reported, December 31, 2007 S 456,678
Prior period adjustments
FEMA Special Revenue Fund related to

intergovernmental revenue 993
Federal UDAG Fund due to over-accrued expense 738
Capital Projects related to deferred revenue (6.529)
General fund related to unrecorded investments 2,426

(2,372)
Fund balance, as restated, December 31, 2007 $ 454,306

The impact on net assets was as follows:

Net assets, as previously reported, December 31, 2007 $ 71,529
Prior period adjustments
Related to unrecorded revenue 993
Related to over-accrued expenses 738
Related to deferred revenue (6,529)
Unrecorded assets 8,265
Net assets, as restated, December 31, 2007 $ 74,996
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CITY OF NEW ORLEANS, LOUISIANA

Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget (Non-GAAP Budgetary Basis) and Actual ~ General Fund

Year ended December 31, 2008

(Amounts in thousands)

Actual on Variance
Original Revised budgetary favorable
budget budget basis (unfavorable)
Revenues:
Taxes $ 243313 243,667 239,350 (4,317)
Licenses and permits 48,005 48,005 60,241 12,236
Intergovernmental 10,024 10,024 19,044 9,020
Charges for services 41,896 41,940 44,116 2,176
Fines and forfeits 25,144 25,144 16,300 (8,844)
Interest income 15,176 15,176 9.488 (5,688)
Contributions, gifts, and donations 5,234 588 851 263
Miscellaneous 3,674 9,573 10,733 1,160
Total revenues 392,466 394,117 400,123 6,006
Expenditures:
Current:
General government 103,007 124,453 162,434 (37.981)
Public safety 213.865 218,083 157,886 60,197
Public works 60,080 61,580 83.037 (21,457)
Health and human services 10.533 10,578 13,494 (2,916)
Culture and recreation 21,720 23,428 17,547 5.881
Debt service:
Principal retirement 25,318 25.318 25,318 —
Interest and fiscal charges 39.801 21,238 22,362 (1,124)
Other, net — - s —
Total expenditures 474,324 484,678 482,078 2.600
(Deficiency) excess of
revenues over expenditures (81.858) (90,561) (81,955) 8.606
Other financing sources (uscs):
Operating transfers in 14,575 14,885 13,938 (947)
Proceeds from notes payable 44,848 44,848 12,345 (32.505)
Operating transfers out — em (1,387) (1.387)
Appropriations from prior vear
budgetary fund balance 22,435 30,828 40,828 10.000
Reduction in prior year’s
outstanding encumbrances e — 5,481 5481
Other — — 24,270 24270
Total other financing sources (uses) 81,858 90,561 95,475 1914
(Deficiency) excess of revenues and
other financing sources over
expenditures and other
financing uses $ — — 13,520 13320
Fund balances, beginning of year 81,094
Less appropriation from beginning
of year fund balance (40,828)
Fund balances — budgetary basis, end of year $ 53,786

See accompanying independent auditors' report.
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CITY OF NEW ORLEANS, LOUISIANA
Budget to GAAP Reconciliation
(Unaudited)

The Schedule of Revenues, Expenditures, and Changes in Fund Balances — Budget and Actual presents
~omparisons of the legally adopted original budget and final budget (non-GAAP basis) with actual data on
= budgetary basis. In the general fund, accounting principles applied for purposes of developing data on
“he budgetary basis differ from those used to present financial statements in conformity with GAAP.

A reconciliation of this basis and timing differences is presented below (amounts in thousands):

Excess (deficiency) of revenues and other financing sources over expenditures and

other financing uses (budgetary basis) $ 13,520

Adjustments:
To adjust revenues for accruals and deferrals (14,778)
Appropriation from beginning of year fund balance (35,347)
Net change in fund balance $ (36,605)

See accompanying independent auditors’ report.
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CITY OF NEW ORLEANS, LOUISIANA
Notes to Required Supplementary Information
Year ended December 31, 2008
{Unaudited)

Required Supplementary Information includes budgetary comparisons for the General Fund and the Schedule~
of Funding Progress.

(1)

@)

Budgetary Data

The procedures used by the City in establishing the general fund budgetary data are as follows:

Not later than November 1, the Mayor submits to the City Council a proposed operating budget for
the fiscal year commencing the following January 1. The operating budget includes proposed
expenditures and the means of financing them.

Public hearings are conducted, after proper official public notification, to obtain taxpayer comments.
Not later than December 1. the budget is legally enacted through passage of an ordinance.

The City’s budget ordinance is structured such that revenues are budgeted by source, and
expenditures are budgeted by department and by principal object classification within a department.
The City’s charter provides that expenditures may not legally exceed appropriations either at a
departmental level or at the principal object classification within a department.

The Mayor’s office is allowed to authorize the transfer of budgeted amounts from one budget
activity to another within a principal object classification within the same department. Budgetary
transfers between principal object classifications of the same department or between departments
must be approved by the City Council. Throughout the year, several amendments to the budget were

made by the City Council. There were no supplemental appropriations necessary during the current
year.

The City utilizes formal budgetary integration as a management control device during the year for
the general and capital projects funds. Formal budgetary integration is not employed for the debt
service and special revenue funds because effective budgetary control is alternatively achieved
through other provisions.

Unencumbered appropriations lapse at year-end. Current year transactions, which are directly related
to a prior year’s budget, are not rebudgeted in the current year.

The City adopts an ordinance subsequent to year end to agree the final budgeted expenditures to
actual expenditures.

Schedules of Funding Progress

The actuarial value of assets for the Old System does not include contributions receivable of
$13,720,000, $41,700,000, and $55,168,000 for the years ended December 31, 2008, 2007, and 2006,
respectively. For actuarial purposes, contribution receivable is not deemed to be an asset of the fund.
However, for the purposes of the calculation of the prepaid pension asset, the contribution receivable is
included in the actuarial value of plan assets in accordance with U.S. generally accepted accounting
principles.
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CITY OF NEW ORLEANS, LOUISIANA
Notes to Required Supplementary Information
Year ended December 31, 2008
(Unaudited)

The Firefighters” Pension and Relief Fund (New System) uses the aggregate actuarial cost method;
therefore, a schedule of funding progress is not required when this method is used in determining
funding requirements because this method does not separately identify an actuarial accrued liability.
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