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CITY OF NEW ORLEANS, LOUISIANA
Notes to Basic Financial Statements

December 31, 2008

"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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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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