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INDEPENDENT AUDITOR'S REPORT

Board of Trustees
United Teachera of Neiv Orleans
Health and Welfare -Fimd
New. Orleans,; Louisiana

'. of. nefassets 'available for befits of United Teachers of New Orleans
Health asd WelfarcJFimd aslof.June 30; 2&M aid June 30, 2003, 2nd fee ida^' statements of changes. in net assets
available -for fecueSis- and the scfedpfeVof -'expenses, f«. tlw ^re then^eaited. Tfew:fiiiimcial 'staJEemenQ and additiooal
mforomtibo.ai^tlie^pomi1jiiity,.of^F^ financial
statements based on'our au$ls,

Except as- discussed in the- following paragraph, we conducttd our audits m accordance with auditing standards generally
accepted;m the United States of AjKerica'and^smsdatds applicable to fiaaacia^aadits .contained ia Government Auditing
Sttindar&s. issued by fe Goa^jtroller General of t& United Stales. Those siaiuiards reqtiire that we. plan and perform the-
audit to;ofetajn reascmable a^iiranceiatKnit-iAlietliei dK fiaaHcia! statements 'are free of material misstalemenL An audit
includes examising, on a test basis," evidence suppijrmjg tfee amounts and disclosures, in the finaricial statements. Ah audit
also ijDcIudes^assesjSjiig the accounting : principles uscd^nd^significant eslinates made by management, as well as evaluating
the bverairfinanciai;statement pres^tation. Wc^bcHcve that.our audits i provide a reasonable .basis for pur opinion.

The Fund's third-party -benefit claims processing reaction 'was not audited;aad'we-w«re uimble.toTofm an opinion regarding
the araoimt of program benefits imsirred:ih tte'acbbn^panying s&teih>at of changes Wnet assets (stated at $3,331,652 in

,In our opinion, except ;for' ,the,: :effecB^ofr&rach Adjustment, if, any, as might have been; determined to be.ttecessary had
•program .beaeJSt3;oeea susceptible, tp^satis^tofy'audii lest, the financial statements referred «i: above pteseat fairly, in all

; available for .feeaelits of United Teachers of New Orleans Health and Welfare Fund as. of
3^aad the changes in nei assess avaflable fbrbenefltS;and^e,scl^Jules of expenses for toe

' l e s generally accepted m the, United States of AnKnca;

In • accordance ^with <^vetymentr.. Auditing Standards, %« have also issaed our report 'dated OcttibW 25f 20Q4 on our-
^considOTtion of ;tfe'Uni«d Teachereof^ew Orleans Health and Welfare Fund's mternai cpfkroi over-financial reporting and'
on "bur tests of its coaqjliance with certain provisions of laws, regulations and contracts. That report is am integral part 'of an

^ audit -perionned'ia accordarrce ''with] Government Auditing Standards and shouM be.read.in ̂ conjunction with" this report ia
comidering the resulls of our audit,

October 25,2004

Texaco Center -400 Poydras Srw • Suite ISOQ * Mew Orleans, LA 70130-3223 • Telephone 504/568-0086
Fax 5tf4/56S-Sl02 • h



UNITED TEACHERS OF NEW ORLEANS
HEALTH AND WELFARE FUND

Statements of;Net Assets Available for Benefits

iJme,3Q-
.Assets
lnyesttnehts,,at fair value:

U.Si Goveminent securities!
U. S. Agencies securities .
Money Market Funds - Governments^

Total, in vestments

Receivables:
Due frpiri Fringe Benefits,- employee and dependent'

dental and vision premiums
dlher receivable
Accrued -interest

-Total receivables . - . . . , .

Property and Equipment, ateost:
Land .
Furniture and equipment (net of accumulated depreciation of

$ 258,958,in 2004;and $ 258,380:in 2003)
Building (net of accumulated depreciation of S 459,106 in 2<KH

and $ 423,914 in 2003)

Total property and equipment _ - .

Prepaid expenses
Deposits
4**" " 1 * !_ 1Cash in bank
Cash held by third: party

Total assets

Uabilities
Accounts payable and;accrued'experises
Bahk-'drafts 'outstanding
Estimated claims incurred but not reported or processed:

EfentaPand vision claims
Hospital income protection claims
'Medicaldoilar accourit'claims

Total liabilities

Net assets available for benefits

June;3Q,

2004

S; 7,215,261 S
'2,962,424

396,281 ..

10473366

430307

91,381

521,688

211,773-

4,771

948,575

1,165,119

i:,083
. 4,iS63

2,427,935
226

14;694,880

166^58
178,679:

541^800
25^00

165,600

1,078,337

S 13,616,543 S

2004 and -2003

;2QQ3

5,400,529
957^121=

. '3,643,724 .

10,001;374

259,975
174,907
40,950

475,832 -

211,773

5,349

983,768

1,200,890

13S385
4;863

2,54 1,239
37,766

,14,275,349

230,352
142,690

474,400
14,300

134,700

996,442.

,13,278,907

See accompanying notes to financial statements



IJNITED TEACHERS OF NEW ORLEANS
HEALTH AND WELFAREFUND

StatemeiitS':6f,Ghangesvin:Net. Assets Av^ia^ie;forBenefife
June 3&i004" aiKt:20(J3

JS*W.
,AddltioBs;td:aet"a^els':sttrajut^lib:

Mvestmenfc income:
'Net reaiizeS ari&unrealized (depreciation) in;

fair value of in vestments
Interest

Bess 'investment, expenses"

Contributions-
Denial- and vision premiums"
Miscellaneous income

Total additions

Deductions from net assets attributed to:
Payments for -

Dental and:yision program benefits
Medical dollar accounts benefits:
Hospital income protection benefits.
insurance, premiums for;life;and , health, benefits
Msurarice a^ministratiyelees
Health education-
Teacher's centers

Admmistrative": expenses •

Total deductions .

Net increase

Net assets:available for benefits:

Balance.;' beginning of year.

Balahce.-.end of year

2004 ...

Si (350,326) S
334,096'
(16,230),
•(38,433)
(54,663)

5,089,415
997,773J

2348

6,034,873

2,666,181;
831,967
122385
688,442
87393

-
636,769

5,033,137

#64400

5,6971237

•337,636

13^78,907

S 13,616,543 $

^^ 2003,

(127,106)
235,545
103,439

-(23,263)
85,176

5-i 16,623
.1,183,158

2,346

6387,303

2,205,521
749,335
46,128

710,210
84,485
56,638

452,812
4,305,129

567,663

4,872,792

lv5W,5-ll

..11,764396.

13,278,907

See accompanying notes to financial statements
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UNITED TEACHERS. OE-NEW ORLEANS
HEALTH ;iND''WELFARE FUND

Notes to Financial Statements
2001;

A.

'The.foijowing desertion of; the 'United Teachers of New Orieans .Health; and Welfare Fund (the -Fund)
.provides only 'general irffonmtion. participants should refer to the; Fund agreement for a complete description
:of the .Fund's provisions. .

The/Fund is a faft-HarUe^Furtd created under, the authority of Section 1224 of Title 27, Louisiana Reused
Statutes. The Fond was1 organized on January 28, 198Q to receive'and'mvest;contribulioris.from the Orleans
Parish' School Board''riiadev.under;lhe Collective Bargaining Agreement, ih effect between the Orleans Parish
School Board and the -United Teachers of New Orleans Bargaining Unit The Fund provides members of the
bargaining unit with a;pirogram of dental, vision, hospital income protection,, life, disabUity, a medical dollar
account and other pafticijjantjbenefits,

h the Orleans Parish-School Board anoints half of the;;Truste^,pf the Fund, the School BoardJs not
financially, accountable for the'"Fund; AJ1 assets and income of the Fund^^ held for .the exclusive benefitof
the,participants and cannot revert back to the School Board.

les a program^ofhealOi, deiî l, vision, hospital;income; prbtectibn, disability,' life and other
related benelits due to sickness, disability or death and also provides, professional development programs and
activities, .which relate to student instruction,

v

The various welfare .benefits are Provided through a'multi^ptidri'plari where-participants elect which benefit
-." , ••, ' . * ^ • ' ,-• ^ • . * . - - * , -* - - . * •* • •

module they would like. The;benefit modules are approximately equal in cost. Thelife, AD«&Dt and disability
benefits are fully insured Vhile others; are self-insured, JFringe Benefits Management Company and Total
Benefit Services;.Inc.jare the third party administrative companies that administer various segments of the
Fund programs. The Fund does not.pay any of its ovvn; claims,>ut the.responsibility for payment of self-

Effective Septemi^r ;l?;200i; a'Medica! Ik>llar Account was established-for participants. Each'Participant can
'file for reimburseinent of-eligible medical expenses once their expenses exceed'S20. The Medical Dollar
Accounts,provide £or>a..limit on reimbursement of S300 per participant during the.2(X)3/2004 and for the
------ school years; l^s Fimd iricreased the. rembursement to S400 tKe:2CH)4/2p05 school-year!

(Continued)
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UNITED TEACHERS OF NEW ORLEANS
HEALTH AND WELFARE FUND

Notes to Financial Statements
d 2003

(Continued)

A, PESGRlOmQN OF FUND - (Continued)

Benefits,- (Continued)

The.dentaKand ^ The dental arid 'yisioR:"claims are 'processed by a third party
administrate but the responsibility for payment. of :claimsis:.rctemed by. the Fund. The. Fund, also' has
establisfied a PPQ progmrri :>to "provide dental arid vision discoyrits to the members.

The:hospital income protection program is self-insured. The 'hospital income protection claims are processed
by^a tEird party administrator) &&&? responsibility^

During 1988, the JFikd. assumed responsibility for: the operations df the Center for Professional Growth and
Development estsDlishei.to-assist.participanls.in theirprofessiormldevelopmen^ during 2<K)3 the Fund added
an additional center,

the, majority of the Fund's support comes from the annual contribution (made^n^monthly installments) from
ihrbdeans Parish School Board per-the Collective Bargaining Agreement For the years ended June 30, 2004
and June 30, 2003, the Fund received an annual contribution of $77$ m 2004 and S766 in 2003, for every
employee who. is a member of the-bargaming.unit The c<mtri^ti<m,was;fcaseti on the number of employees
employed thirty days;after the'start of.the school year.

€ash He!d bv third Party

The Fund had arrangements whereby,' on a.mqnthly basis; the Fund deposited cash into ihc.checking accounts
that are held by third parties. During 'the ̂ year ended June 30^2003 the o^sbursernents were combined .with the
fiirtd?s operating;account under a cash management program;

B: SUMMARY OF SIGNIFIGANT ACCQUIvrnNG POLICIES

;The financial sta^ments of thetiriited Teachers of New Orleans Health and Welfare" Fund, have been prepared
in corifemity with accounting piihciples generally accepted in the United States of America (GAAP) as
aHHjcd to HeaJ&^id Wei fere Benefit Funds, '"and in; accordance with .the :terms of the trust agreement A

si^iificant accounting , policies consistently applied: in the; preparation of 'the
llows:-

Basis of nccou ntin g

The accompajiying-fmanciaJl statements are .presented pn:the accrual basis of accoimting.

(Continued)
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UNITED TEACHERS OF NEVV ORLEANS
HEALTH AHD WELFARE FUNl)

Notes to Financial 'Statements
June30/2004 and 2003

(Continued)

; SUMMARY OF SIGN1FICATO ACCTUN1TNG POLICIES - (Continued)

Valuation of investments

:state<J at fan- "value. Securities traded otfthe national ;sec^ities exchange are ̂ valued
at thfc last reported sales jince^ year,.

Receivables

The Fun&cQnsiders ̂ amounts receivable to be^Hy collectible; accordingly, no.aijos^ce for doubtful accounts

Depreciation is provided-foT;fnarnounts.^ifficient to relate ie co^ ofdejireciable assets to operations over
their .estiraated service lives (iranging from 5 - 40 years) on a straighl-lM^, basis. Depreciation expense was
535,770 and. S 37,009 for%e yiears.e^ded,June 30,2004 and 2003, respectively.;

Fund benefits

Fund liabilities for dental, vision, jjitscripn'on drugs, hospital income; protection and medical dollar account
claims incurred but not repcfft|d_or.processed as of June 30, 2004;and Jime^SO, 2003 are estimated by flic
Fund's consultant

G. USE OF ESTIMATES IN PREPARATION OF FINAiVaAL STATEMENTS

The preparation of the,financial st^t«nents in conformity with accounting'principles generaUy accepted in the
United States requires the>plan administrator to make estimates-and assumptidns that affect the reported
arnorats of assets and liabilities^at the date^of the' financial statements and the rejx>rted amounts of revenues

'

(Continued)
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UNITED TEACHERS OF NEW ORLEANS
',HEALTH;ANBHVELFA '̂̂ F1JNI>;

Notes to Financial; Statements

. , . _ . , ; , , . , - , - . . . . - . - - • -.-"•' (Cpniittu&JJi

Q-; INVESTMENTS-'

^liwes^fnent; rm&^rr^t Wn^sanies^h
vvalue.pf :the investments.

° . - .. "."!'!'.'

;_U-S^ Treasury Notes :
,U;S.~ Agencies Discount Notes;;

.- • Money Marf«t FtikisXjrdvernrr^il

old the; Fund's investment,- ;fht

June 30, 2004

Cost- M
" S-' 7,423,619 S: li

3,000^240 %\
[ , :396,2Si .„. -M

Bvfollowang.refleGts,the;(;cfet,an

?-I^i'?A1 ^
3G2&4'
396^81-

T6ai;invesiments ... S 10,820,140 S 10;573,966. S

Iunei30,.20!

Cost
5,462,403: ;:S

?5§;934
3;643;724

10,063,061 S

iB.feir rnarlcel
-v .̂

Market
5,400,529

957, 12i,
3,643,724

10,001,374

;Im4stineniS:p.f^

U v! - iiT*fidTn7-^uf"\ff* .T*'. fcjit i i VU^LU y^iiiuut - ,.-4*'

U.S. Treasury l^ote
U.S. Treasury Note
U.S. Treasury Note

' ; ' v .
 L,l 'v ' "Vf "

U.S. Treasury Note
U.S.;Treasury;N6te;

U.S. Treasuo'iNpie
"0 .S;: Treasury -Note'
U.S. Treasury Note
U.S. Treasuiy:N6te
U.S. Treasury ;,Note
EHIBNote
FNMA-Discl ;Mpte ,
FHtBNote
FHLBlN6te_
FHLBrNote-
FHLM.Note
FHBH.Note
$H»£te

Total'Securities

Money ̂ Market Ftmds -
Government

Total Investments

Face Rate^
100,000 r.62%
,100,000 1,50%
300^00 i;87%
>300,000 2.62%

1,027^367 $37%
400,000; 5-25%;555,boo S:ooV0
.925,060 2.63%
225,000^ 3;13%
40d,6(K)' 4l?5%

1,100,000 5;50ro
1,450,000 6!50%

300^000 3:25%
.250,000 Disc.1 - . - ' ' . ' ~ .. 't.~~" ,

-300,000 2;12%
'300,000^ 2.87%
500,000 3f6o%
,30p,6(» 2^A%
-540^000 2;87%
Job'oQO 2!05%

9;S72,8^7

Mahiritv
1/15/05
2/28/05

12/31/05
il/15/06
"1/15/07-
•8/15/0?-'
*5/l ^/rt2i i/ 1 J/\JO

!5/15/08
?^5/08;,

>11'/15/08"
S/15/09;
•'2/;i5/i;o "

.li'/is/oi'
;)l̂ |;
11/5/05;

"9/15 )̂6,
il/9/OS'
12/4/06

12/15/06-:
4/5/07

2064
Cost

S .99,814
99,890

300,094
302,391

.1,125,877
.421,438
566,750
933J45
230,414

,45p;438
i,264;838
1,628,531

304f'974
247,767
306:234 ,
302,6r6';
SOQ.tt.
301 ;335
543,913
560:000-

10;423;iB59

396^281

S 10,820,140

2004
Market

S 99,969
99,844

,297,563
298^32

\, 11 8,937
400,376
,547,369
896,094
220,781

:4i7?752
1,184;568
1,633,976

302,016
246,830
298,220

.298,829
497,610
295,03 1
535,105
488.78_3

10,177,685

. 396^81

$ 10,573,966

(Continued)
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UNITED TEACHERS
'HEALTH AND \YELFARE FUN j>

to Fihaneia^Stateriterits
June 30,2004 and 200J

(Continued}

.During Ac year ;ended J.une;.3G, ,2004, the,. Fund's investmm&:heldvdttring the year depreeiated;mv value by^;
S20X326. l^ngfcy^

During the.year.ended JuwOO, 20Q^r
.St4S>,000. Durisg the year esded lime 30^ 2003, the Fund sold 5:49,875 of Westmenls and realized gains of' . . . . . . " - - - - - - ' ' - - • • ° < ~ * - . - . - ' . . • - > . - - . - j , - , > , - . . = , , . , . - - . ,

;£: CONCENTRATIONS OF CREDrr.RlSK ARISING FROM CASH DEPOSITS IH EXCESS OF INSURED

The Fund maintains cash balances at several bankingjnstimtioris and brokerage institutions! The'Federal
"Deposit Insurance O>rporatioh';insures account up to$ 100,000, at eacli banking: institution. The accounts at the
.brokerage institutions are insured by the Securities Inve_stment Protectiph Corporation up to $100,000 (cash)
-and $300,000 (seCTrides>\yith"t^e remaining balance being fully insured by the brokerage institution through
private insurance. At June,3Q» 2004,;the Fund's uninsured cash'balances totaled < approximately $2,504,387;
during-the fiscal year.endedJune'Jp, 2004 Ae Fend's.bank pled^lmyestment securities to cover the.fund
l - ' l . - * • ' , ' i* . * - " •*'*rmi.r f* +*" -i.^ICiimit,

The "United Teachers, of New prleans Health and Welfare Fund's Board of Trustees fes designated the use of
'.net, assets available forbebeft&pf^the.Fund. The net assets;available for benefit asof June 30,2004 and 2003
are designated as follow^;

2004 2003

Claims Fluctuation Reserve
Contingency Reserve;

Resen-'e

840;000 S
2,850,000
1,165,119

700,000
2,440,000
1,200,890

'Tdtal.Boanj'IJtesipJied Reserves: S 4355U19 S 4,340,890

(Continued)
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JUNITED TEACHERS OF NEW ORLEANS
HEAEf H ANfi WpLEAKE FUND

Notes to Financial Statements

(Continued)

Con&buti(}rB-fiQaite-&^^
for^theye;^ ended June^^^^ °i$f M?OW^S:

.. '2004^ 2003 .
(Cleans Parish School Board; .
Gontrjbution .based on number of emfjloyees covered

bythe Collective Bargairirag A^eme'rii

United Teachers of New brlemiS'Bargairiing.Unit;. . . . . .. _.

.Total Contributions . .

$ .5,071,381 S

18,034

S 5,089,415 S

5,104,624

11,999

5,116,623

H. TAX STATUS

Tlie Fund is qualified pursuant to Section 50l(c)(9) of the;Internal Revenue Code, and accordingly is exempt
irom income"laxes as a voluntary employee benefit,association." The Fund has obtained a favorable tax
deterrnjnatioti'letter from the totemal Revenue Service..Trie FundVmanagement believes that the Fund is
currently des^ned arid being vopm^i'in !coixipliance with the applicable requirements of the.Memal Revenue
Gcide, Therefore, no;"plrdvisibnTor iricorne'taxes has been.included.in tHe'Furid's financial statements.

I RETIREMEkr BENEFITS

The majority of;tile;Fund- s-employjes:are;coyered;unfetr^
-The covered ernployees ire required to contribute; 8^0; of their covered salary^d die Fund (employer) is
required to contribute an employer contribution. The Fund's employer contribution to. the system was S 50,765
and S 37,111 for^e-yearsfendedJime^O," 2004 and 2003, respectively. The-Fund provides for retirement
benefits for its;non^u^iryjng^einpj<)yees under a separate defined contnbuto;plan effective July 1, 1997,

Fund's^pnmiution for Uiis'plan was S 11,566 and.S Ui249 for the yeaVsJended June _30,2004 and 2003,
* " ' ' of .the ..'Funds* employees are covered under .the Federal Social Securiiy System-

-9
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UNITED"TEACHERS OF NEW ORLEANS
HEALTH AND WELFARE FUND

Schedules of Expenses

June 30,
Dental and Vision Program Benefits:

Claims
Servicing fees

Total Dental and Vision Program Benefit

; Medical Dollar Account:
Claims
Servicing .'fees"

Total Medical Dollar Account

Other Program Benefits:''
Hospital income fkoteetjon^nefits
Insurance premuihs for life 'benefits •
Ihsymnce-premiums for health benefits
Insurance administration : fees
Health education
Teachers' centers

Total Other Program Benefits

Ad mi n is t r alive E xpcn s es
Salaries
Accounting arid -auditing'
Automobile
Bank charges.
Benefits, consulting' and actuarial
Board meeting, expenses;.
Books and publications:
Depreciation
Fringe benefits. .
Insurance and bonds

'.Legal
Maintenance'
rMtscellaneom
Payroll: taxes
Postage
Printing
Professional education conferences
Supplies

. Telephone
Utilities

Total Administrative Expenses

Total Expenses

;Juhe

•2004.;

S /2#44j300 S
221381

12̂ 666,181

764,967^
67,000

831,967

122^385;
367,969
320,473
87^93

-.
636,769

1,534,989

157,239
25,788

456
'159

£5;411-
7^379=
3,015

35,770
89,048
11,804
27,4f(6'
86,189
3,420

.̂ 3,069
20,088
25,429,
35*959
13,937
11,138
21,3S6

664,100

S 5,697,237 $

;30,;2p!M;.aiid:2003.

2003
. .-•

i 2(046;80ft
158,712

2,205,521;

689,335
60,000

749,335

.46,128
184,187
526,023
84r485
56f638

452,812
1,350,273

154,450
16,625

159
1,274

51,8^9
6,140
1,561

37.009
54,886
13,886
51,706
48,344.

1,255
35,926

1,400
9,836

39,451
10,463
6,198

25,215
567,663

i .4,872,792
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GTHERREPORT REQUIRED BY

<X>VERNBiIENT AUDITING STANDARDS

The following pages .contain^ report oh compliance with,laws, regulations, and contracts;
and internal coatrol«over financial reporting as required by Government Auditing
5tam^ ;̂ issued by the Comptroller General of trie United States, Tfiis report is based
solely on the auditof the financial statements and includes, where appropriate, any
repprtable conditions and/or; material weaknesses in internal control or compliance
rnatters lh4twoiiid;;be;rriateriai to the presented financial 'Statements.



Bain, Preibaiim, Sagoha '&-Coi,
Public Accountants

"MEMBER-

^American Institute of CPAs

Nick O,'Sagona;Jr;.;ePA* „ , -AcMtandng Group to
David I. Boiiis,J|tXCPA/PF3* •
WilliamF. Mstthew.CPA*4 "

October 25^2004

To the Boajrd of Truste^s.pf
United Teachers of New(ileans

iNew, brieansj r Louisiana;

We have autiite^ te"firiancial sfetemeiits .of -the United Teachere of New.'Ofleans HeaUhLand
AVelfare Fund (Oie Fund), as of ̂ and for the year ended lime 3b;2004, and'-hay^ issued our report
thereon datetf OctoberV25»; 2004, which was qualified as to;third-ij^ty;benefit payments, Exceptas
discus^d in the preceding sentence, we conducted our audit in accordance with auditing standards
generally aceeptedin the, United. States of America and the standards applicable to financial audits
•cbhtairiedsin Government Auditing Standards, issued; by the, Comptroller' General of. the United
States.

As part of ̂ obtairiing rea^nable^ ̂ assurance ̂ afeiit whether the United Teachers of New Orleans:
Health and Welfare Fund's, financial ̂ statements W^ performed
tests of its. compliance with certain, provisions of ̂ laws, vTe^ilations^ and contracts noncompliance
with. wluchiCduld .haye ;a ^ direct and material ^effect oh the determination of .financial statement
;amounts. Ho;weyer,.providing-an,opinion on compliance ̂ wiOi;Uiose provisions was not an objective
^offour au^l^and, accprdingly, we do hot'express such an opinioh, Tlie. results of our; tests disclosed
the following instances -that are required to be T&^ti^unfi&;Governmeni< Auditing Standards,

"64^01 Laws 'Effecting Bauisiana Go verriment

As in: .tijjesprior .yejuy the -Fund; did; not .comply with ;l^iusiana;^vernment's -public 'records

Public-bid law
Budgeting- submission and public participation
Open meetings, notice of meetmg.and official journals

Prior to the enactment of LA. R. S.; 17:1224.E, which expressly made trusts such as the Fund
;sufeject>to legislative oversi^it and theMegislative auditor's review, the Attorney General of the
State of Louisiana had expressed the opinion, "Qualifying school boards can make contributions of

Texaco Center* 400 Poydras Street -Suite iSQO -New Orleans, LA 70330-3223 *TeIepta; 504/568-0086
Fax 504/563^102 • http'Jwww.bfscpa,com



To the Board of Trustees of United Teachers
of New Orleans Health aM Welfare Fund

Pase

public fimds to ;i trust authorized by LA R. :S. 1 7:122f . The &
audit pursumit:toR. R/24:513 and the Louisiana G^
held;

;ina= fiduciary edacity by the school boards." The Fund takes the position thatfajtho'ugli it Is
subject to legislative oversight'ind the ̂ legislative miditorfs review, it is'npt subject fo the'Public'Bid
Law,:the OpenrMeetings=Law-and the budgeting provisions, which are applicable to.public bodies;

recommerid that sthe Fund apply for a Federal ruling on their status to resolve "this issue; The
regional office of the U. Sj Department of Labor has verbally confirmed that the Fund does not
qualify as public; &n'ds, .bi&canlnot provide written, confirmation .without an;of:Rcial request from
the Fund:

During the fiscal 'year: ended .June 730^ 2003';the Fund;Vdid enter into a banking cash sweep
arrangement and the financial: institution has pledged government securities to protect the Fund's
demand deposits. The, majority of Mdemand;dejx>sits;are interestbearing,

In planning and;performirjg;our:au<iit'} we- considered the United Teachers, of New Orleans Health
'and .Welfare Fund's internal, control over financial reporting in;6rder to determine our. auditing
procedures for die purpose of expressing oin- opinion, on the financial statements and not to provide
assurance on -the: internal control over financial reporting. However we noted certain matters

,<~ ""•< r I - " ' "•'/ - * f - — r- . .. ... '~ ., •• - * . - _ *^ . ' I * ' .* ' .. -^_

involving the Internal -control over financial reporting 'and its1 operation that we consider to be
importable conditions, Reportable conditions involve matters -coming to our attention relating to
significant deficiencies in \the design or opemtion of the internal control over financial reporting
that, in ourjudgment, could,adversely affect tlie "Fund's ability to record, process, summarize and
report inaiicial data^onsistent. with Ae assertions of-management in Oie general purpose financial
;staternehis.

Q4-02 Enrollment Census:
.As- reported .in the prior year ̂  audit; the Fund relies' on enrollment iiifbrmatibn provided by the
Orleans, Parish^Schppl Board,

TKe Orleans .Parish School Board has not been -able to provide :CurrenV-and correct census
mformationLdue;td a;con^^ andja major effort

.is in process to correct the problem. During the^urrent year "the Orleaiis Parish Sdiool Board.
•funded the:prog^m based on 6,492 eligible members^

04-03 Organizational Structure:
As reported in the prior' year, the size of the Fund's accounting and administrative staff precludes
<ceriaifi, internal controls that would be preferred if the office staff were large enough 'to provide
optimum segregation of duties. This situation dictates that the Board of Trustees remains involved
in the financial aiTairs.pf the Fund to provide oversight and independent review functions.



Td,t|e:Board ofTrustees ofynitedTeacherS;
;6f^!ewQFlea^"HeaW
OctQber2S 2004

04^04 Fiduciary insurance Coverage

; Fund's:- fiduciary insurance coverage ^expired on April^SO; 2Qp4v The .Fund is
maintain fiduciary insurance coverage under the ̂ Departm^t of l^xsr regulations. The Fund needs
,tOiinpnitor and continue its coverage at -all times.

'fhe Fund has requested cpverage^from the samejnsurance company,

Priorr Finding^:

03;-Q1 Laws'Affe^ling'I^uisianaGovemment-'RepeMed^;^

03-02 :Enrbilmetit€erisus- Repeated asf04^02 ;

=03-03 Third-Party Benefit Administrator - Resolved - As reported in the prior .-year, the Fund"
'should request that tHeirbeijefit administrators provide the Fiind with audit imports on their controls
•and benefit payment systems.1 One of the administrators has no such audit report:

<The;Fund's current contract does not require tlie firnv to provide the Fund with audit reports on its
contols and benefit payment systems. The Fund should consider evaluating the. costs and benefits
{ofmaldng this a re^

The Fund-engaged an accounting firm to perform a controls and benefits piayment review for the
•iiscalyear ended June 30^ 2003,' Thb Fund^hould continue this practice ,on aibi-^annual practice,

03-0# Uri-invested Funds'- Resolved r Durihg'the; fiscal year ended June 30, 2003 the Fund did.
;enter into'a banking cash sweep arrangement .and'the financial institution has pledged government
>ecurities;to protectte;Fund'^

03^05 Plan Benefits -'Resolved - As reported in the prior year, the FUnd should evaluate its present
..benefit.structure.and cpnsiderits niisision to provide maximum benefits to theplan participants. The
. Fund has accumulated substantlkl reserves to provide for any unexpected, unfavorable claims it may
experience/ The "Fund; shouid eyaluate;:its present .benefit structur^ for;possible imprpvenaents.

"Buring.the current year, the Fund did mcrease. some of^e benefit^ plans- Tlie Fund's benefit -
obligations are scheduled, to' increase again for next year.

Q3r06 Organizational Structure::.- Repeated.as 4-03

A material weakness is a condition 'in which the design or operation of one or more of the internal
control components does not reduce, to a relatively low level, the risk that misstatements in amounts
that would be material in relation to the financial statements being audited may occur and not be
detected within a timely period by .employees in the normal course of performing their assigned.



To the Board of Trustees of Umted;Teachers

F consideration jpf-the internal control pv^fin^cial reporting would not necessarily
:djsclose all^matters in the .internal control that might be .repbrtable conditions andi accotdihgly,
would..not necessarily disclose a|l.reportable conditions that are also considered tb;:be-'material

This letter does not affect biir report dated October 25, 2004 on the fihahcial.statemerits Of United
Teactes of New&^

will be,pleasedio.diseuss these comments in further detail at your convenience, to perform any;
additional study p£ these maUersy or to assist you in implementing tke.Tecoinmendaf ions.

This report is intended solely for theinformation and use of rtie Board of trustees and management
of the Fund and the^Stats.bf Louisiana's Legislative, Auditor "and is not intended to be and should
•not.be used by anyone other than the specified parties, This restrictipn.is not intended to limit the
"distribution of this report by the. Legislative Auditor.

V
.*

Bain, Freibauin, Sagona &. jGp., LfciP
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:Ref Management Response to Audit Report

{Gentlemen:

We Acknowledge : receipt of the audits! financial statements of the United Teachers of New
Orleans Health and W«l%e Fund (the -Fund) as of.and for the yea^ended June 30, 2004 and your
,audit:opinipn, letter dated October 25/2004. The Fund has asked me to respond to your letter.

.Compliance /witlrLaws

You noted in ^our aiKlif opinion letter that- the Fund' does not comply \\ith certain laws
.affecting Louisiana government uv.ihe .areas of (i) Public Bid Law,,(ij) budgeting - submission and.
public participation, (iti) Cash.management - (security for deposits) and (iv) Open meetings, notice
of meeting and;official journals, As'tloted inypur audit opinion letter pnor-to the enaciment of LA.
•R,Si 17: 1224;B^ -which expressly made trusts such as the fund subject to legislative oversight and
;the legislative auditor's review,' the Attorney General of die State of Louisiana had expressed the
opiriiorij "Qualifying school boards'cah make contributions of public fiinds,-to a trust authorized by
LA.R.S. M^lliS^thei'funcls^so contributed are not subject to audit pursuant to R-S. 24:513 and the

• Louisiana Spvernrn^rttel Audit Guideibecause they are not held in afiduciar>^capacity by the school
boards,"

;:Fund is not a "public body" as defined iii LA. R*S;V42,4,2A;(2>! The majority of the
Fund's fundinig(c6mes from the Orleans Parish ̂ School Board (the "Board"),, thou^i a substantial
amount comes from participant contributions. The funding,by the Board is pursuant to a labor
agreement;erttered.into as between the Board and the United Teachers of New Orleans (AFT; AFL*
ClQ/LFtF:}. Tlie -Fund is aTaftHartley Fund and no Fund assets can everrevert back to the Board.
The funds are not Board ftmds, but are,:held;by the trustees in a fiduciary capacity for the exclusive
beneHt'bf, participants.



"Th^afeov^:refereiiceditatutes are apphcab
th^

^

THe Fund has-entered ihtova banking airahgement">vit}i; Liberty Bank- and -Trust! Coihpariy'
f - • , - ilv ™' • % - [ " • / " ..... i 7 • -' • w ' ,j *^ r " (v*' [.• • * *

whereby all balances; in ;fcyarious:Fimd checking/accounts' are. nightly, swept into pne central
checking -account , and: inte^
obtain free : checking; Additional ly, all balances are coll aterali^d with government securiteowne^
• e ^

.Ehroliment Census.

the:Fiind4s;dependeritipnenm The Fund receives
^contributions : frpm; fe
employed^as of thirty days^after the'beginnmg of the school year. The labor agreement calls for a
.specified doHar contribution for ;each e;Hgibte:bargaming unit member employed as of th
.Fund Has no ^hdependent-cbntrbl over i the ;enrollmentdata:

TiieBoard has been experiencing^ifficul^
unfortunately, notbeenableloprovide^coriectandcuiTentenroilmeritdata. The Board has not been'

• • v V - - - 'f- .-, < , , - • ! ' P--. ' '-,,' I •' , • • • ' • , ! • " • » ',' f,\'l ."' " '•' ;.: '"I - *"- , ''~ .' ', ^ '- '. -j" , - , • - • , .. • " • - • ' ~"

:abieto.generate.arep6rt^showihg,tirhe!y^
jKisisdueito.the^cpntinuing.problem The Fund'
,has repeatedly broughtthis to;the attentiori-^f the-Bbardfan is:ciosely;nibnitoring the situation. It
-is aware, of;the'problern;andfmakjn^ m^e^sure^l^at 4ts; information. on, current
'additiohs;an:d5ieletioiis f s as;ac;curate;̂ s';p6ssible,

:Qrgani2ati6nal Structure.

"The^ Fund;te;,only-:three'run time;emfjlqyees: Jhefsmal];sizedf the staff limits the amount-
ofindependent cbritro^that caii be provided by the staff. Sta^.haS'ho'autriQnty-to^igh'any check.
'However, theFimH -s trustdocument requires the signatureo f one union trustee and one managemem

••" ' "..? '•„ , t- . .. • ^ ..-& . ' ./. '• -. " •?-, : " ' • • _ t i v - m- , :> /•_ . . *^ ' , ' - - * .-. v ^ , % ' "^/,"""-" '- ~ '^' i,v '• ". i "}'"" *-* ^-

•trustee orii all: checks. ^Established procedures require that: the, trustees b;e provided with-
dc«;umenmtipn substantiating all.expendito Tliis
expenditure .controi, required by the.trust;document,.erisures satisfactory control'Ofe'xpeihditures
froin the Fund;

Fiduciary^ Coverage.-

The Fund's fiduciary insurance coverage; inciuding.the coverage for.the Fund Trustees, did



Bain/Freibaum, Sagona& Go.j'

expire^n April 30^
-is ;BOt required to maintain fiduciary insurance coverage, though the;Fund is-.not required to
'maintain fiducjap^
7,2004, the Fund's fiduciaryjnsipnce coverage was reinstated in Ml force and:effect. Every effort
is berng made thatthe fi^
ex|>iratioR.ofthe>f6rmer;poUcy.,

LaW'AfFectiiigCouisianaiGbvemmem.:

Addres^jd earlier in this letter.

Erirol imerit Census.

Addressed earlierin this .letter:

Third-Party Benefit Administrator.

'The Fund-has engaged a third-par^ auditing firm to perfbrm;a control and benefu payment
review for the .fiscal year ending June 30, 2003 of Total Benefit Services, 6ne:6f-its third-party
benefit administrators. Unexpected that the results of such engagement will be shortly forthcoming,

Un-invested Funds:

.Addressed earlier iitthis Jetter

Plan Benefits:

During ihe'curreht fiscal year^the;Fund has substantially increased the Plan" benefits payable
to itsparticipanl^, iarsCit opened an additional teachers^ center on the west bank of Orleans Parish.
Second; it incr^^ed'the'medical, dollars benefit by s0rne,SlpO per Fund participant Third, jt
increased' the 'vision and^derital 'benefits that are provided to. Fund participants; Fourth, it is
-constantly engaged m a process of ree^uatingtits various benefit structures \vithin the confines of
available financial resources and, if able to do sorprovide improvement.- Fifth, the Fund.is
ehcouraging increased .utilization through participation awareness comrnunications;

Previously addressed in this letter.
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(nciusidn:

Mis response is submitted '.fo
,25i 200

JJWMk
OK. '

Mrs,:Gaii Saizari'
"Ms.-RobinJ. pusang
Mr.: A. Michael Lawrence

, Mr. David: Hanley

Sincerely .yours,
' t ' - • * • ' • < ' - 'f-'"r^ jf->' ' "v^.'''

.
6hif5-,;*Weiier


