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INDEPENDENT AUDITOR'S REPORT

Boa.rd of Trustées

Umted Teacbm of Ncw Otieans
Heahh aml Welfare Frind

New. Or!cans, Louism

We' have’ audited the’ accempammg Statements. of net’assets available for benefits of United ‘Teachers of New Orleans
Health and Welfm Fund as:of Jumé 30; 208% and June 30, 2003 and the reiaied statements of changes in net assets
available for bénefité: and thc sz:hsduics ofekpenses for thc years thien, ended. Thts: ﬁmmmal statcmems and additional
information are the’ ftsponsibm!y of zhe: Fund’s managtnwm Qur rcs;mnsibxhty i$ 10’ express an opinion on these financial
statements bascd on our audiss, -

‘Except as.discussed in the following paragraph, we conducted our audits in accordance with auditing standards genérally
accepted in the United States of Anerica and the mﬁda:ds apphcabie to financial audits contained in Gm»emmem Auditing
Stindurds, issued by the Campzmlier General of the United Sttes. Those smndards require that we plan and perform the:
audit o e‘btam msonable assurance: about whether the ﬁnanc;al statements are free of material misstatément. An audit
mc!udt:s :xamimng, tm 4 mst bﬂst, twdcncc suppm‘nng tha: axmunts and d:sciosu:es m ‘the finzrcial sta Lemcms AR audn

The Fund’s third-party benefit ¢laifs processing function was'not audited and' we .were unable to form an gpinion regarding
ahe amcmnt of program benzﬁts ') wrred.in the” acmmp&nymg sxatcmcm of changes in’ nct asscts {statcd at §3,331,652 in
j2084 and 52 ?823?2 3 20363) W ur ersmnd the Fund is com::mg wﬂh an audnnr to review: th: seHf- msmd claims.

«In" gur opinidn, except.for'the. eﬂ'etrs “of: stmh adjustment, if any, as might have been-determined: !o be _mecessary had
sprogram b bmﬁts been snscepn’blwz t0 satx,sfactmy ‘audit test, the financial statements mfemd 16 abo\*e present fairly, in all
-material’ respects the, net assets’ avmiable for benefits of United Teachers of New Oﬁeans Heplth and Welfare Fund as of
'fune 30, 2004 and J’mm 20, 2{}63 and ‘the cbangcs in net assets available for benefits. and the, sc%;edn!:s of expms for the
years ihen endcd in canfonmty mﬂx nccmmnng pn.ucrplcs gmmﬁy aocepzed n thc Umted Stat:s cf Am:nca

“in-accordance:: wn.h ‘Government,. Audmng Szmadardf we have also Issucd our report” datcvi Ocmber 25, 2004 on our
‘-comdmtxon af thg Umtcd Teac‘ncrs of New C}rlm Health and Welfare Find's ifternal control over ﬁmnc:al repertmg and’
on our tests cfﬁ:ts wmphancc wnh certain provisions of laws, regulations and contracts, That report is-an imegral part of an
-andit, perfomled in mrdmce With' G’ovemmem Auditing Smmfm and shﬂuid be md - cqnjtmcnan with this report in
'censxdenng the resuits of our augit. '

‘%N\N \1‘33' \%uuw,%m&m»» & C’»—a - | UL P
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UNITED TEACHERS OF NEW ORLEANS
HEALTH AND \VELFARE F UND
Statemem& of Net Assets Avai iablc for:Benefits
June. 30 2004 afid 2003

4y M .
!
e 30; 2004 12003
e . . e et . - -
Investments, at Tair value: ‘ _ o
us: Gowenuncm secumms 5 7,215 261 $ 5,400,529
U:s: ‘Agencies securities 2,962,424 957,12k
Money Market Funds - - Governments.__ L 396281 . 3 643,724
Tofal investmenits | | 10,573,966 “10,001:374
‘Receivables:
Due from Fringe Bencﬁ?s employee and dependent’
denital 2nd vision prentiums 430,307 259,975
Other receivable RS 174,907
Accrued:interest- 91,381 40950
. Total recéivables” . S . , s - 821,688 - . 475,832
P‘mpcny and Equ;pment, atcost: p o
Land 211,773 211,773
Fumxturé and eqmpment {(net of acwmnlated depreciation of )
$ 258,958.in 2004'and S 258,380 in 2003) 4,771 5,349
Building (net of ac:cumnfatad depreciation of $ 459,106 in 2004 o
and § 423, 914 in 2003) _ 948,575 983,768
Total property and eqifipment . } : . 15165119 1,200,890
Prepaid expenses’ 1,083’ 13,385
Depcms .. 4,863 4,863
Cash in bank "2,427,935‘ 2,541,239
Cash held by thirdparty - . . : : _ .. 226 37,766
Total assefs _ . 14694880 14275349
Liabilities
Accoums payable and accrued expenses. 166,858- 230,352
’Bmzk ‘drafts: outstandmg 1 78,67 9. 142,690
‘Estzmated claims incurred but not reported or processed: , .
‘Dentaliand vision claims: SMQSDQ 474 400
Hospital income protection claims 25,400 14,300
‘Meédical dollar account claims’ , . 165,600 134,700
Total liahilities | N 1,078,337 996,442
Net assets available for benefits $ 13616543 § 13278907

See accompanying notes to financial statements



UNITEB TEACHERS OF NEW ORLEANS
‘HEALTH AND, WELFARE FUNI)
Statemerts:of Changes in- ‘Net Assets. Avaxlabie for Beneﬁts

June 30 2004 and 2003

e 30, 2004 2{}03
‘Additions & net assets tributed tor -
“vestment income:
“Net realized and: wnrealizéd (depreciation) in N L
fair value of investments. 8 (3503265 | (127,106)
Ihterest: 334,096’ ‘215,545
(16,230) 108,439
Liess investment expenses '(38,433) (23.263)
B (54,663) ‘85,176
Contributions: 5,089, A415; 5:116,623
Dental and vision prermums 997 773 1,183,138
Mlsccﬁaneous mcome _ 2348 2,346
Total additions. 6,034,873 6,387,303
Déductions from net assets attribated to:
Paymcnts for - o
Dental &nd ‘vision program ‘benefits 2,666,181 2,205,521
Medxcai dollar accounts benefits - 831,967 " 749,335
H@sputai income pmtectxon benef’ t5, 122,385 46,128
insumnce pmmmms for- life and héalth benefits. 688,442 710,210
{nsurance adnnmstra{we fees. 8‘?,393 84,485
-Heahh eéucatmn o 56.638
Ttachcr 5 centcrs .636;769 452,812
5,033,137 4,305,129
Administrative expenses- 664,100 567,663
Total deductions 5,697,237 4,872,792
Netincrease ?~33‘Z§636 L3145
Net assets.available for benefits:
Balande, bepinning of year. 13,278,907 .. 11,764,396
Balance, end of vear $ 13,616,543 $ 13,278,907

See accompanying notes to financial statements.
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UNITED 'IEACHERS GF NEW ORLEANS

"HEALTH A.NIJ WELFARLE FUND.
. Notes 1o Pmancml Siatcmems
o e . - o June 3’{1 2004 and 2903

“A.- DESCRIPTION OF FUND

é‘éner@ii |

”Ihf. followmg descnptttm of rhc Umted Tcachcrs of Ncw Drieans I-Iealth and Welfare Fund (thc Fumi)

“The Fund is a Taﬁ-Harﬂ:y Fund created under ihe. auﬁwmy of Section 1224 of Title 27, Louisiana Revised
Statutes. The Fund wias: orgamzad on January 28, 1980 to receive and invest: contributions from the Orleans
" Parishi School Board madc ‘under ith¢ Collective Bargaining Agrccmem ity effect béetween the Orleans Parish
School Board and the. Umted Teachers of New Orleans Bargaining Unit. The Fund provides members of the

barga:mng unit with'a- program of dental, vision, hosp;tai incoms protecnun, life; disability, a medical dollar
account and other pamcxpant beneﬁts

Although the Orléans Parish School Board appoints half of the Trustees of the Fund, the School Board.is not
ﬁnancxaﬂy ‘accotinitable. for the* Fund All assets and income of the Fund are held for the exclusive benefit of
the  participants. and:cannot revert back to the School Board.

Beneﬁts,

TheFund providés a progrannof health; dental, vision, hiospital ‘intome protection, disability, life and other:
rtiated benefits due to sickniess, disability or death and also prcvzdas ;zrofcsswnal development programs and
actwmcs. which relate to student instruction.

The vérious welfare beneﬁts are provided through a multi-option plan where' participants elect which benefit
module they wwld like. The: ‘benefit modules are. appmxmmtely equal in cost The life, AD&D and disability
benefits are fully insured wh;!e others are self-insured. ange Benefits- Management Cumpany and Total
Benefit Services; Jnc.-are the third- ‘party ad:mnxstrzmve companies that administer various segments of the

thﬁ programs, Th: Fund does not pay any of its own: claims, but thc responsibﬂﬁy for payment of self-
mswed clalms 18’ re?amed by me Func&

Eﬁechve Septem"bcr 1,-2001; a Medical Dollar Account was established for participants. Each Participant can
f‘ le ‘for mmbursamant of- chglbie medical expenses once their expenses exceed $20. The Medical Dollar
Acmums provide - for: a. hmnt on reimbursement of 3300 per participant durmg the. 20033‘2004 and.-for the-
2%2&003 schooI years; Thc Fund mcreas&d the mmbursemt to 3400 the. 2004;*2665 schnol year,

{Continued)
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UNITED TEACHERS OF NEW ORLEANS
HEALTH AND “’ELFARE FUND
Notesto mecmi Statemems
’ June 30,2004 and 2003

’ {Continuzd)

A. DESCRIPTION OF-FUND - (Céntiritiéd)

) i}'énefiisf- {@oﬁ_ﬁpued(}

- Thé _dental-and ‘vision’ plafi [is ‘self-funded. The dental and ‘vision “claifs afe processed by a third party

acimimstrator but the: respanmbﬂxty for payment .of’ “claims is- retained by the Find. The Fund also has
established a PPO pmg‘am 10 pmvzde derital arid vision discounts o the memmbers.

The' hospital income protection program is self-insured. The hospital income. protection claims are processed
by:a third party administrator, but the ‘responsibitity for payment of claims is etained by the fund.

During 1988, the Fund. assume:d responsibility for' the operations ‘of the Center for Professional Growth and
Development established 4o assizt, parttmpan’ts in their. professxonal development, dw'mg 2003 the Fund added
an additmnai center.

Contributions:

The.majority of the Fund's support comes from the annual contribution (made in-monthly instaliments) from
the Orleans Parish Schoel Board per. the Collective Bargaining Agreement. For the years ended June 30, 2004
and June 30, 2003, the Fund rcmved an annual contribution. of 3778 in 2004 and 5766 in 2003, for every
employee who is-a meémber of thc hargammg nmt The contribution was based on the nunber of employees
émployed thm} ‘days after: the start of the school: ycar

Cash Held by Th;rd F?{f{'

The Fund had arrangements whereby, on'a monthly basis; the Fund deposited cash into the checking accounts
that are held by third partiés: Diirifig te ‘vear erided Juné 30, 2003 the disbursements were combined with the
fund’s ‘operating account under a cash management program

SUMMARY.OF SIGNIFICANT ACCOUNTING POLICIES:

‘The financial statémenis of the Unitéd Teachers of New Ofleans Heahh and Welfare Fund have been prepared.
in conformity w;th accmmung pnnc:lplﬂs generaiiy accepted in- {hc Umted States of America (GAAP) as

gpplied to Heaith znd Welfare Benefit Funds,’and m’ accordance with the terms of the trust agreement. A

'mnmmy “of the Fumds mgmﬁcam accounting . pohc:es conS!stemly apphed in the ‘preparation of the
‘accompanymg ﬁnanx:zal statements follows:-

Bhg‘ is of accounting

The accompanying financial statements are presented onithe accrual basis of accounting.

(Continued)
5



UNITED TEACHERS OF. NEW ORLEANS
HE ALTH AND WELFARE FUND.

Notes 1o Financigl’ Statements

“Jume 30, 2004 and. 2003-

(Corz:mued}

‘B. ;SUMMARY OF - SIGNIFICANT- ACCOUNTING POLICIES - (Continued):

; Vélu:iiiondfinveﬁi’meﬁs

f"},"'he Fund’s'invesiments are'stated at fair value. Securities traded on'the nahonal Securines exchange are: va!ued
at th;: 1ast re.pencd salas  price. on’ the iast busmess day of {he pizm vear.,

_Receivables

The Fﬁgndacun:sidérggﬂupgn@régcjvéﬁc to'be.fully collectible; accordingly, no allowance for doubtful accounts
is tequired.

Depreciation

. Depreciation is pmwded fqr in ‘amounis, mfﬁczent to reiate the cost of: deprecrable assets to operations over
“their estimated service Tives (rangmg from 5 ~ 40 years) on a straxght—fmz basis. Depreciation expense was
$35,770 and $ 37,009 for the years endéd Jime 30, 2004 and 2003, respectively..
Fund'benefits

Fund liabilities for dental, vision, prescriprion drugs, hospital income’ protection and medical dollar account

claams incirred but not reported or. processed as of June 30, 2004 .and Jiine. 30, 2003 are estimated by the
Fund's consultant

C. USE OF ESTIMATES IN PREPARATION OF FINANCIAL STATEMENTS'

Thﬁ preparatlon of the, finariéial statemeénts in conformity wuh accmmtmg principles gencrany accépted in the
United States requires. tlw\plan admmstrator to make estimates-and assumptions that affect the reported
amounts of assets and liabilities at: the date of the: fmanmal statements and the reported amounts of revenues
and expenses durmg tie: reportmg perzad Actual resuits m:mid dxffer fmm those estimates,

(Continued)
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UNI’I'};D 'I"EACHERS OF NEW ORLEANS
HEALTH AND ‘WELFARE FUNI!

Notes fo ancmi Statements_

iJime, 39 2904 and 2003

N (Commued) _

D, INVESTMENTS'

“Invesnneni maﬁagtmcnt ccmpamcs ‘hold the: Find’s-investments.. THe. faiiomng reflects the cost and-fair markét
svalue. of lhe invéstients;:

. June"BO, 2004" e . June;Bf},AZOOJ-
Cost, Market- Cost Market
US/TreasuryNows _~ § 7423619 ST 72I3261 § 5462403 :3 5,400,529
Us. Agencaes Discount Notes! ‘ 3000,240 2,962,424 956,934 957,121,
‘Money Markeét Funds:Govemmient 396281 . '396281. . 3i643:724 3,643,724
Total Investments _ 310,820,140 § 10,573,966 'S 10063061 S 10,001,374

VInivestrments.of the Fund’s niet asséts at Turie 30, 2004 dre identified below:,

2004 2004
. Face Rate. Maturity Cost Market
U S Treasury. Note. & 100,000 1.62% V1505 § 99814 S 99,969
US. Treasury Note. 100,000 . 50% 2128!05 99,890 99,844
U S. Treasury Note 300, 000 1 8?% 32!3 105 300,094 ;297,563
Us. Trmsmy Nots 300,000 - 262% 111‘15106, 302,391 298,032
U. S Treasury ‘Qﬂie«l?s 1, 02? 36’? 3: 3’?% 11151‘0?' 1,125,877 1,118,937
U.S. Treasury Note- 400, 0()0; 325% 8115407 421,438 400,376
U.8/ Treasury: Notcf 555 000 3 (}0% 2!1 5408 566,750 547,369
U.S. Treasury'Note 925,000 263% 5715108 933,145 896,094
U.8: Tréasury Note 225,000 313% 915008, 230,414 220,781
Us: Treastry ) Note 400 ,000. 4: 75% 11715/08" 450,438 417 752
U S. Treasury: Notc 1,100 009‘ 5. 50% 5/15/09. ,..64 838 1,184; 368
U. S Tmasm'y Note. i 450 000 6 SG% 2i 15!10 ' l 628, 531 ,I ,633, 9?6
FHZLB Neze 3(30 000, 3 25 %‘ : 11!15[04.: 304, 9?4“ 302, 016
FNMA ste ‘Note.. 250 000 Dlsc ’ 17105 247 767 246,830
' - 30{3 000 212% V1s5/05° 300,234, 298,220
300 000 2 8?%- 9/15/06. 3(}2 016} .‘298 829
500,000 3:00%: 119106 500,000" 497,610
308 000 2 SG%: f12!4,!i}6 301 335 ‘ 29} 031
540,600 287% 12115006 543,913 535,105
:3{]{) 000 2. 05%- 4!5;‘07" 500 000 488 488.783
Total Securities- 9,872,867 10,423,859 10,177,685
Money Market Funds -
Ciovernment 396,281, 396,281
Total Investments , 5 10,820,140 S 10,573.966
{Continued)
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UNI'_IED TEACHERS fJF ’*-’EW ORLEANS
HEALTH AND WELFARE FUND'

Notcs oF znam:lal Statemmts,

“June 30 20[}4 and 2093‘;

‘ ( Cammued):

.'Dunng the year endcd Junc 3(} 2004 the Fzmd’s mveshnmts hsid dunng ﬂw year depreciated in: vaiue by;

' Dunng the year ended June 30, 2004; the Fund sold $. 5,374,969 oi’ investments and reai:zed net losses.of -
.$149,000. During the year ended June 30, 20(}3 the Fund sald $.496, 8”?5 of investments and reahzed gains of

33 390
E:
“The I*‘tmd maintains cash balances-at several banlong institutions and brokeragé institutions. The Federal
“Deposit. Insurance- Comomnon insures account up 10,8100, 000 at each bankmg institution. The accounts at the
"brokerage’ institutions are msnred by the Seeunnes Investment: Prmecuon Corporanon up to $100,000 (cash}
_and $500, 000 (mmues) thh the rcmaxmng balance bmng fully msurcd by. the brokerage institution through
-private insurance. At hune 30, 2004, the Fund's uninsured cash- befanoes totaled: appmxxmatcly $2,504,387;
‘during the fiscal year ended June 30, 2004 the Fund’s. bank picdged investment securities-to cover the. fund
balances in excess of the FDIC limit.
F. NET ASSETS, END.OF YEAR
-The United Teachers of New Orleans Health and Welfare Fund's Bodrd of Trustees has designated the use of’
‘fiét Assets available for benefits of the Fund. The net assets: available for benefits as'of June 30, 2004 and 2003
- are deszgnated as follows:
i : ‘ L 2004 , 2003
Claims Fluctiation Reserve ‘S 840000 S 700,000
Contingeney Reserve © 2,850,000 2,440,000
_Property Reservée . -1,165119. 1,200,890
“Total Board Desigried Reserves, § 4855119 § 4,340,890
(Continued)
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UNITED TEACHERS OF NEW ‘ORLEANS

HEALTH AND WELFARE FUND
Notn;s 10 Fmanc:al Stmements
N Iune 30 2004 and 2003

-H

(Cantmued)
‘G. CONTRIBUTIONS .
Ccnmbutmns from the Orleans Pansh School Baard ‘and the United: Teachers of New.Orleans’ Bargammg Unit
for the years.ended Iunc 30,2004 and. 2003 consist of the following:
-2004: 2003
Oﬁeans?anshSchoo!Board - T o '
Conmbumn ‘based on number of employees covered
"By the Coﬂectwc Bergaining Agreemcm $ 5071381 .§ 5,104,624
Uriited Teachets of New Ofleans Birgaining Unit. 18,034 11,999
Tol Conwribuions T S 5089415 S 5116623

TAX STATUS

The Fund is quahﬁed pursuant to Section 501(¢)(9) of the' Imcrnat ‘Revenue Code; and accordingly is exempt
from i income taxes as a voluntary employee’ benefit association. The Fund has obtained a favorable tax
detenmnanan letter ﬁ'om the Intemal Revenuc Servxce The Fund’s .managément believes that the Fund is’
currently dcsxgned and bemg operatéd m comphance with the apphcable requirements of the. internal Rcvenue
Code. Therefore, 1o, pcrowsmn “for ificome taxes has beert inicluded in the Fund’s financial stétements.

RETIREMENT BENEFITS

The majority of the Fund’s: mp]oyecs are covered. under the State '0f Louisiana Teachers Retirement System.
The covefed: em;}loyees Are re:qulred to tontribute: 8% of 'their covered salaxy and the Fund (employer) is
required to con’lnhmc an employer contiibution, “The Fund's empioyer contribution to the system was $ 50, 763
and § 37,111 for.the- years‘ended June.30; 2004 and 2003, respectively, The- Fund provides for retirement-

‘benefits for its. ncm—quahﬁ(mg emioyees under a separate defined contribution pian effective July 1, 1997,
The thd s contribution for this plan was § 11 ,566 and $' 11,249 for the years ¢ ‘ended June 30, 2004 and 2003,

mspecnveiyf Al of -the_Funds’ employees are -covered under .the Federal Social Security System.



ADDITIONAL INFORMATION:



UNITED TEACHERS OF NEW ORLEANS

HEAL’I‘H AND WELFARE F{ND'
Sche&ules of Expenses:
“June:30, 2004'and 2003,

June 30, 2004 2003
_Dental and Vision Program Benefits: ' o o ‘ T h
Claims® §. .2/444300 3 2, 046; 309‘
_ Servicing fees : L 221,881 158,712
Total Dental and Vision' Program Beneﬁt 12,666,181 2,205,521
: Medical Dollar A¢count:
Claims: 764,967 689,335
. Sérvicing feés® 67,000 60,000
"Total Medical Dollar Account =~ R - 831,967 749,335
Other Program Beneﬁts
Hospital i income pmzccnon ‘benefits 122,385, 46,128
Insurance. prexmums fcr life benefits: 367,969 184 187
Insurance. premjums. for health beneﬁts 320,473 526,023
Insurance administration fees 87 ;393 84,485
Heahh education - 56,638
Teachers' centers 636,769 452,812
_Total Other Program Benefits 3 1,534,989 1,350,273
_Adminiitrative Expenses:
Salaries 157,239 154,450
Accounting and auditing. - 25,788 16,625
Automobile 456- 159
‘Bank charges -159° 1,274
'Benefits, cmsv]ung and actarial, 45,411, 51,879
Board meeting expenses 7 3794 6,140
Books and publications® 3, ;015 1,561
7‘®eprecxatzon 38, 776 37.009
Fringe benefits 89,048 54,886
Insurance and bonds, 11,804 13,886
‘Legal 27,446 51,706
"\fl’amtenafhcé' '86,189 48344
eMascellaneaus 3, 428, 1,255
Payroll taxes 43,069 35,926
Postage 20, 088 1,400
Priniting 25, 429, 9,836
meess:oaai education conferences 35,959 39 451
Supphcs 13,937 10,463
“Telephone 115138 6,198
Utilities ) 21,356 25,215
Total Administrative Expenses 664,100 567,663
Total Expenses S 5697237 § 4872792
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OTHER REPORT REQUIRED BY

GOVERNMENT AUDITING.STANDARDS.

The following pages contain’a report on comnpliance with laws, régulations, and contracts.
and internal control.over ﬁnanc:a] reporting as required by Goverrment 4 udmng
Sfandard? ‘issued by the Camptraller General of the United States. This report is based

solely on the audit-of the financial statements and includes, where appropriate, any
reportabie condmons and/or. matena] weaknesses in mtemal control or compliance
Ttoatters that-would-be. matérial 16 the presented ﬁnanmai statements.



‘ZBain, Freihaum, Sagona & Co., LL.P..
Cektifred -Public’ Accﬂuntants and‘ Consuftanis :

MEMBER

.American Institute of CPas.

Gus' Freibaum; 3., CPA* ;Society of Louisiana CPAS!
Eflicat M: Bala, Cm.("*:P

Nick O.Sagona, Jr;CPAY, _ - Acedintidy Group Intemarional-

‘Dwmdi ?a:g nhifw W* 7 (Associates’in Principal Citiss):
Barny Lee i CPAST

* A Professional Accounting Corportion
Gctdber 252004

To the Board of Tmstces of

Umted Teachers of Newi Orleans
Hea}th and Welfa:c Fund

‘New, Oﬁf:ans, TLouisiana:

‘We have anditéd’ the “financial statements of ‘theé United Teachers of New! Orleadns Healih. and
Welfare Fund (the Fund) as.of and for the year ended June 30, 2004 and. ‘have issued our report
thereon dated October:25, 2004, which was qualified as o thxrd-party benefit payments, Except.as
discusséd in the precedmg sentence, we conducted our audit in accordance with auditing standards
‘generally accﬁpted inn the United. Staics of America and the standards apphcab!c to financial audits
Contained :in Goverrment. Audmng Stanidards, issued. by the Comptrollér. General of the United
States.

Compliance.

As part of obtdining réasonable: assufance . about ‘whether the United Teachers ‘'of New Orleans:
Health and Welfare Fund’s ﬁnancml statements are frée of material-misstatement, we performed
tests’ ofits. compliance with'certain, provas;cns of laws, regn!atwns and contracts noncompliance
with. whwh cotild haveé o direct and miterial ;&ffect on the dezermmanon of financial statement
;amounts. However, promdmg an opinion on: comphamcc thh those provisions was not an objective
of our aud;t a.nd, mrdmgiy, we do not-express such an'opinion. The résults of our:tests disclosed
the: foiic}mng instances:that.aré. fequmed tobe mpmtcd under-Government. Am’mng Standards.

As m the; prior year,” the Fund- dld “not.comply with. ‘Louisiana : Government’s ' public records
wgulatlom coacemmg ‘the fOilowmg areas

Public:bid law
Budgeimg submission and pubhc paruclpanon
Open meetings, fiotice of meeting and official jourrials

Prior to-the enactment of LA. R. S.. 17:1224.E, which expresslv made trusts such as the Fund
suh;ﬁ:ct to legislative ovcrs!ght and thﬂ Iegasiatwe auditor’s review, the Attomey General of the
State of Louisiana had expressed the. opinion, “Qualifying school boards can make contributions of

Texaco Center + 400 Poydras Street » Suite 1500 « New Orleans, LA 70130-3223 » Telephone 504/368-0036
Fax 504/568-0102 « hupiwww bfscpa.com
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pubhc funds 107a trust. auihonzed by LA R.:S. 1? 1224 The funds 50 conmbuted’are not’ subject 10
audit. pursuant 10 R: R.'24:513 and the Louisiana quernmcntai Audit- Guide because they afe not
held:in a-fiduciary capacity by. the school boards . The Fund takes the pcsmon ihat a!though it is
subject to legislative overmght anti the 2egxsianve auditor’s review, it.is'not subject’ to. the Public Bid
Law, ‘the Open Meetings: Law and’ the: budgetmg provisions, -which-are. apphcable to public bodies:

We recomimend that the: Fund- apply for a Fedefal-ruling on their statiis to resolve this issue; The
regional office of the U s Department of Labor. has: vetbaily conﬁrmed that the Fund does not
qualzfy as public-funds, bt:t éan.not provide ‘written confirmation without an’ oﬂ' c1al request fmm
the Fund:

‘Durmg the fiscal yéar. énded June'30; 2003" the Fund did ‘enter into a banking cash-sweep
1anangement and the’ ﬁnanmai mstxmmn has piedged ‘government securities to protect the Fund’s
demand deposits. The. ma_;omy of the: demand ‘deposits:are intérést bearing,

Internal Control Over Financial-Reporting

In planning and: performmg our: audn we- oons:demd the United Teachers_of New Orleans Health
‘and Welfare Fund’s mtemal control aver financial Teporting in order to determine our auditing
-pracadures for the purpose of : expressing our opinion on the financial statements and not to provide
‘assurance on’the ‘internal control ovér financial reporting. However; we noted certain matters
mvolvmg the mtemai control dver- financial réporting and-its’ operat;on that we consider to be
reportable conditions. Reportablc conditions “involve matters-coming to our atiention relatmg to
mgmﬁcam dcﬁcxenmes in'the design or: opmtmn of the: internal control over financial reportmg
that, in our. Judgment, could. adversely affect the Fund’s ability to record, process, summarize and
report fi finaricial data consistent with the assertions:of. management in the general purpose financial
statements.

04-02 ' Enrollment Census:

As rcported in the prior ycar ‘audit; the Fund relies on.enfollment information provided by the
*&'leans Pansh School Board.

The Orleans: Parzsh School Board has not been -able to pmwde -current -and -correct’ census
=mformat10n due; 10-a, .computer conversion. This matler is currentlyt undér review anda major effort
is In process to corréct the. problem During the ‘Gurrent yem‘ 1he Orleans Parish School Board.
-funded-the program | based on 6,492 eligible members

04203 Ofganizaiienaf Structure:

As feported in the’ prior year, ‘the size of the Fuhd’s accounting and. admmzstranve staff precludes
«certain. internal controis that would be prefen*ed if the office staff were large enouc,h to provide
opumnm segregation of duties. This situation dictates that the Board of Trustees remains involved
in the financial affairs of the Fund to provide ovefsight and independent review functions.
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04:04 Fiduciary Iisirange Coverage

The’ Fund’s: ﬁdumazy insiirance coverageexpired off April 30; 2004. “The Fund is-requiredto
maintain fiduciafy insiirance coverage under. the Department of Labor. regulanons The Fund needs
tomonitor and continue its coverage at all times:

'The Fund tias requested coverage-from the-same insurance. company.

‘Prior Findings:

“03:01 Laws'Affecting Touisiana Govemment — Répeated 45:04-01

03-02 Enroliment Cenisus - Repeated as 0402

'03 03 “Third-Party. Benefit Administrator .- Resoivcd As reported in the prior. year, the Fund’
‘should request:that their’ ‘benefit admzmstrators pmwde the Fiind- wnth audit reports on their controls
-and benefit payment systems. .One of the ad:mmstratcrs has no such audit report:

‘The Fund’s cuirént contract dogs not require the firmi to provide the Fund with audit reports on its
controls and benefit _payment systems. ‘The Fund should consider evaluanng the.costs and benefits
‘of makmg this 2 réquiremeént: when these contracts are, renegotlated for renewal.

The Fund-engaged an accounting ﬁrm 10 perform a controls and beneﬁts payment review for the
fiscal year ended June 39 2003 The Fiind‘should continué’ z!ns practice on a:bi-annual practice.

03-04 Un-invésted Furds'— Resolved - During the fiscal year -eénded June 30, 2003 the Fund did:
‘enter into"a- bankmg cash sweep arrangement and ‘the. ﬁnancml institution has pledged government
‘securities to protect. !he. Fund’s demand deposxts

03-05 Plan Benefits — Reso}ved As. reported in'the pnor year, the thd should evaluate its present
_benefit structure. and conmder its rhission to provide maximum benefits to-the. plan pamcxpants The
_Fund has. aacumuiated substantial reserves to provide for any unexpected, unfavcrable claims it may
experience. The Fund should evaluate its present benefit structure for possible improvements.

"Dmng ‘the .current year, "the Fund dzd mcrease some of . the beneﬁt plans. The Fund’s ‘benefit:
obligations are scheduled (o increasé again for next.year.

03-06 Organizational ASnuctture:;s 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
'ihat would be material in relation to the financial statements being audlted may occur and not be
detef:ted within a timely period by employees in the normal course of performing their assigned
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ﬁmct:ons Gur cons;deratwn of the mtemal control over"ﬁnancmi Teporting wou!d not. necessanly~
dzsc!ose all- matiérs: in “the: mtemai control that. mlght be reportable conditions and; accordmgiy,:
wouId not’ necmsanly disclose: ail reportab}e conditions that are also considered to: Jbermaterial

wcaiqmsaes However, swe-beliéve none of the reportable: ¢onditions déscribed above is.a matérial .
»weakness

f‘}“h:s Aetter does not affect our report dated October 25, 2004 on the financial . statements of United -
Teachers-of New Orieans Health mxd Wei fare Fund

“We will be pleased to.discuss these comments in further detail at- your convenience, 1o. perform any-
'Vaddmonal study of thése matters, 61 assist you in implementing the recommendations.

\Thls reporti is mtmded solely for the: mfonnanon mxd use of the Board cxf Trustees and management
of the Fund and the: State.of Lotisiana’s. Legxslauve Auditor"and is not intended to be and should

:not be used by anyone other:than the specified parties. This restriction. is not intended to limit the
-distribution of this repart by the Legislative Auditor.:

Worns P rinvav, Dheans ¥ e MNP

‘Bain, Fréibaum, Sagona ‘&CP-,;I;;I:;? '
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Néw Grleans,rLA 70130

‘Re7  Management Response t6 Audit Report
‘Gentlemen:"
We acknowledge receipt of the audited financial statements of the United Teachers of New

'Orleans ‘Health and Welfare Fund (the Fund) as of and for the year endéd June 30, 2004 and your
aidiropinion letter dated October 25.2004. The Fund bas asked me to respond to your letter,

You no:ed inyour audxt optmon letter that-the Fund' does not compiy with certain laws
affecting Lmuasmna governmeitinthe areas of {i) Public Bid l..aw i) budge{mg submission and.
;mblw partic;pauon (m) Cash. management - (secunty for deposns) and.{iv) Open meetings, notice
of meeting and official journals. Asrioted in'your audit opinion letter priorto the enactment of LA,
R S 17 E224 E. Whmh e:xpr\esﬂy made trusts. such as the Fund subjecl to Ieg:slanve oversight and
;zhe kglsialwe auditor’s review, the Aitamev General of th& State’ of Louisiana had expressed the
(}pmmn Quahfymg S;:heol boardst can ake coritributions of. pubi;c funds-to a trust authorized by
LA R.S. 17:1224 the funds so contributed are not subject to audit pursuant to R.S. 24:513 and the

: Lomsmna Govéinmental Aldit Guide bécause they are not held in & fiduciary! capacaty by the school
boards »

The:Fund is not 2 “public body” as: deﬁned in LA R.S:42:4.2A. (2) The magomy of the
Fund’s funding; comies from-the Orleans Pansh School Board (the “Board™), though a substantial
amount comes from participant contributions. The ﬁmdmg by the Board is pursuant to a labor
agréementientered into as bétween the Board and the United Teachiers of New Orleans (AFT; AFL-
CIG!LF'I’) The Fuiid is a Taft Hartiey Fund and no- Fund assets can ever revert back to the Board.
The funds are not Board funds, butare. held by the trustees in a fiduciary capacity for the exclusive
benefit of participants.
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. The aboye refetenced statutes are apphc,able 10 pubhc bochas As such they are mapphcab]e
10° the Fux;d and: there isha reqmrement for. the Fund’ ta compl y. wath these statutes T corwersauons
W;thaj'our ‘auditor, ME William F- Matthew, CPA, he mdxcated that the format.of. the: audit reqmres
'S0 ent ds 10 compha:nce Wlth thase statutes Thé comment i-so noted:and,thé Fund thinks no:

whereby ali balances m the varlous Fund: checkmg accounts are: m{,htly swept mto one centrai_
'checkmg accaunt and-interest:is éarned.on such. dcp051t beyend a-minimum balance requrred to:
‘obtain free checklmg Additional ly, all balances are collateralized w;t’n  government secunt]es owned.
by leerty Bank and Trust Company and held by-a'third party;

Enroliment Census.

Th& Fundds depcndem on cnmliment data it recelves from. thc Board The Furid recéives’
comnbutmns from the-Board based on 'the Board’s densus ofthe numbér.of bargaimnﬂ unit mehibers
employed as of thirty days after the ‘beginning of'the school year.. The labor agreement calls fora
;speclfied dﬁiiar contribution for eacheli gtble, har&,ammg utiit member’ empioycd as of this date. The.
Fund has no mdependent control over the:enroliment.data:

‘The Board hasbeen expenencmg - difficulties with its computcr sysiem for some time and has;
1unfortunately ;. not been ab!e to pravade correct and current enrollmeént data., The' Board has not been
jable to, generate 8 report showmg nmely addtt;ons and: deietxons of empiuyccs on a.monthly basis.-
This is due: ta the contmmng prob!ems expenenced w:th the Board’s computer system. The Fund-

.....

‘ls aware’ of the pmblem and makmg every: effort o makc ‘sure, that its; mf’ormahen on current
addltlons and dei&nons is-as’ accurate A5 possible.

i‘he bund has only thrce ful] tlme empiuyees The smal} sxze af *he staff limits the-amount-
of. mdcpendent centml ‘that can be pmvzdcd by the staff. Staﬁ has Ao autharity: tosign’ any check
fHowever the: Fund’s trustdocument requires the mgnatnre of one union trustee and onc thanagement.
ltmstef: on: -all’ checks Eblahhshed procedures ‘require ~that. the tmstees be prcvxdcd “with:
'documematmn substantlatmg all expendltures when checks:are Submittﬁ'd for: thc:r si s;,nature Thxs

~'expend1turc Controi required bv the trust: dosumem .ENSUTes sausfactory control- of expendltures'
froim-the Fund:

‘Fiduciary Coverage.

The Fund's fiduciary insurance coverage; incliding the coverage for the Fund Trustees, did
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",e‘qm‘e on Apni 30,2004.. The Fund isnot Sub;;ect 10'ERISA, sinceitisa public fund and, therefore,
is:not reqmmd to: mamtam fiduciary insurance’ coverage. Theugh the:Fund i is.not; rcqulmd to
’mamtam ﬁduc:zary instirance coverage ithas made every, jeffort to have such and, effectwe Becembcr
7, 2004, the Fund’s ﬁducmry insurance coverage was remstated in full force and effect, Every effort -
is bemg made that the’ ﬁdumary coverage be'fetronctively reinstated to May 1,2004:the date of the-
expiration. of the former, pohcy

PRIOR EINDINGS: -
Law Affecting:Louigiana:Goveramet.
Addressed earlier in this letter.

Esroliment Cénsus.

Addressed earlier in this letter:
;i?hird-}’m ty Benefit Admiqi_#trator. ,

The F und has enaagad a third-party’ am!ﬁmg firm to perfmm a control and benefit pavment
review for the fiscal. year ending Juné 30, 2003 of Total Bénefit Services, one:of-its third-party

benefit administrators. Itisexpected that the results of such engagement will be shortly forthcoming.

Un-invesied Funds:

Addressed earlier in this letter
Plan Benefiis:

_ During the'¢iirrent fiscal year, thé Fund has substantially incredsed ihe Plan benefits payable
toits: ‘participants. Fzrst. it opened an additional 1eachers’ center on the wesi bank of Orleans Parish:
Second; it increaged- the medical dollars benefit by some $100 per Fund. participant. Third, it
increased' the- vision and- .derital " benefits that are prov;ded to. Fund participants: Fourth; it is
.,cnns'im’xtiy engagedina process of reevaluating:its various benefit structures’ mﬂnn the conﬁnes of
available financial resources and, if able to-do so, pmwde improvement. - Fifth, the Fund is
,encouragmg mcmased utahzatmn through participation awareness communications:

Organizational § tructure,

Previously addressed in this letter.
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C{m clusion; .
Thisr response is'submittéd in-behalf of the Trustées of the Fund o yeur leuer;under date of
October 253 2004.

‘Sincerely yours.

-
ﬁoh i Wesler
JIW/ehk
cc..  Board c;f Trustees -

Mrs Gail Sa}zan

“Ms. Robin J. Dusang -
Mr.iA. Mmhaei Lawrence.
‘Mr. David: Hanley
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