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City of Baton Rouge Phone: (225) 389-3272
Parish of Enst Buton Rouge Fax: (215) 389-5548

20 St. Ferdinand Strect (70802)
Past Office Box 1471
Baton Rouge, Louisiana 70821

LETTER OF TRANSMITTAL

June 25, 2010

Board of Trustees

City of Baton Rouge and Parish
of East Baton Rouge

Employees’ Retirement Systern

Post Office Box 1471

Baton Rouge, LA 70821

Dear Retirement Board Members:

We are pleased to again submit to you the Comprehensive Annual Financial Report (CAFR) of the City of Baton Rouge and Parish
of East Baton Rouge Employees’ Retirement System {the Retirement System) for the fiscal year ended December 31, 2009. This
CAFR is subinitted in agcordance with Section 1:253 of the Retirement Ordinances, which requires an annual audit report. This
section specifically mandates that the Board of Trustees shall have prepared and submitted annually to the Metropolitan Council,
an audit report by an independent firm of certified public accountants.

Responsibility for the accuracy of financial statements and all disclosures rests with management of the Retirement Office. To the
best of our knowledge and belief, all information is accurate and has been prepared by the accounting staff in accordance with
accounting principles generally accepted in the United Siates of America as promulgated by the Governmental Accounting
Standards Board {GASB), As a supplement to the financial statements, please refer to Management’s Discussion and Analysis in
the Financial Section.

As in past years, the Tormat for the Comprehensive Annual Financial Report reflects separate disclosures in appropriaie sections
relative to the City-Parish Employees’ Retirement System (CPERS) original trust and the Police Guarantee Trust (PGT). The
2009 CAFR is divided info the following seven sections as listed below:

»  The Iniroductory Section containg the letter of transmittal, a listing of the members of the Retirement Board of Trustees, a
listing of the administrative staff and professional consultants, the Retirement System’s organizational chart, the Certificate of
Achievement for Excellence in Financial Reporting, and an overall plan summary.

= The Financial Section is composed of the Independent Auditors’ Report, the Independent Auditors’ Report on Internal Control
Over Financial Reporting and on Compiiance and Other Matters Based on an Audii of Financial Statements Performed in
Accordance with Government Auditing Standards, Management’s Discussion and Analysis, the financial statements, and
Notes to the Financial Statements, followed by Required Supplementary Information and Supporting Schedules.

= The Investment Section is comprised of the investment consultant’s report on investment activity, the Statement of Investment
Policies and Objectives, Investment Summary, charts showing the actual and target asset allocations, List of Investments,
Investment Performance Measurements, Annual Rates of Return, and a Schedule of Comumissions Paid to Brokers.

= The Actuarial Section (CPERS trust) sets forth information applicable to the City-Parish Employees’ Retirement System
CPERS trust, and contains the actuary’s certification letter, a summary of principal system provisions, a summary of actuarial
assumptions and methods, schedules showing accrued liability analysis and reconciliation, an analysis of financial experience,
employer contribution calculation results, active and retiree membership data, and other pertinent actuarial data,
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Introduciory Section

= The Actuarial Section for the Police Guarantee Trust (PGT) is applicable only to the Police Guarantee Trust, and contains the
actuary’s certification letter, a summary of principal system provisions, a summary of actuarial assumptions and methods, a
summary of actuarial accrued liabilities and net assets available for benefits, and active and retiree membership data.

=  The Statistical Section displays trend information on selected data such as active, DROP, and retired members, amounts of
benefits paid, System revenues and expenses, various statistical graphs, and a list of employing agencies that remit
contributions to the Retirement System.

=  The last section, Alternative Retirememnt Plans, contains information on the Retirement System’s two additional alternative
retirement plans: the Deferred Retirement Option Plan (DROP) and the Excess Benefit Plan.

The management of the City of Baton Rouge and Parish of East Baton Rouge Employees’ Retirement System (CPERS) has
prepared its basic financial statements and is responsible for the integrity and fairness of the information presented. These
statements may include amounts that are based on estimates and assumptions, which incorporate sound business practices.
CPERS’ accounting policies used in the preparation of these statements conform to accounting principles generally accepted
in the United States of America. Financial information presented in all sections of the Comprehensive Annual Financial
Report is consistent with the basic financial statements. Management has made every effort to insure that internal control and
office policies and procedures have been maintained to provide assurance that transactions arc authorized, assets safeguarded,
and proper records maintained.

CPERS’ independent auditors, Postlethwaite & Netterville, have conducted an independent audit of the basic financial
statements in accordance with auditing standards generally accepted in the United States of America. The scope and findings
of their audit are presented in their Independent Auditors’ Report on page 19. Part of this andit includes consideration of
CPERS” internal control over financial reporting as expressed in the Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an Audit Performed in Accordance with Government Auditing Standards on
page 123, Wanagement has provided the independent auditors with unrestricted access to all records, policies, and
procedures during this audit.

Lae
—

The City of Baton Rouge and Parish of East Baton Rouge Employees’ Retirement Systemn, a defined benefit pension plan, was
originally created by Council Ordinance No. 235 and Council Ordinance No. 276, effective December 31, 1953, to provide
retivement allowances and other benefits for regular employees of the City of Baton Rouge. Police officers and firefighters were
incorporated inte the Retivement System effective January 1, 1956 by Council Ordinance No. 474, The Retirement System is
governed by a seven member Board of Trustees, and all invested funds, cash and property arc held in the name of the City-Parish
Employees’ Retirement System for the exclusive benefit of the membership, both active and retired.

._.I _I".-I-;‘E -. | : :. .1 E,.': _ni .F-_.'|.|, ;-I..i..:. L !

The CPERS Boeard authonzed its mwvestment consultant, Suminit Strategies Group to undertake an Asset Allocation Study to
ascertain whether or not the System’s investment allocation could be expected to perform at the 7.75 percent assumed rate of
return. The report showed that the allocation performance was expected to fall short by some 95 basis points. The Board agreed
to set up a systematic plan, as recommended by the consultant, to further diversify the investments, increase return, and decrease
risk. This plan was expected to take at least 18 months te fully implement. The Board also agreed to look at lowering the actuarial
expected rate of return on investments, beginning with the 2010 annual actuarial valuation, from 7.75 percent to 7.5 percent, as
endorsed by the System’s actuarial consultant, Stanley, Holcombe, & Associates.

In September of 2009, CPERS paid out its third consecutive Supplemental Benefits Payment (SBP) to eligible retirees. Most
pension plans had abandoned payment of any type of COLA because of the dismal investment market performance that lasted until
March of 2009. But because of the mix of funding sources for the SBP, the prior down markets did not drastically impede SBP
funding. The total amount paid to 1,896 retirees totaled $1.4] million, and no recipient received less than $600. Future
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declarations and payments of the SBP will depend on availability of funds from excess investment revenues, ad-valorem tax
receipts, and differentials in the annual Retirement Benelit Adjustment payments,

CPERS enhanced its reporting to members by issuing detailed DROP statements to members who have a DROP account. The
statements chronologically show all activity including deposits, withdrawals, interest, severance pay, separation benefits, and
rollovers. Feedback from members indicates this enhancement is of great importance to the members.

CPERS also began producing and distributing brochures, which explain particular retirement benefits such as service retirement,
DROP entry, accrued leave, disability retirement, and creditable service. These brochures can be requested by members, and are
distributed to members at retirement workshops and education sessions.

CPERS converted its files to the City-Parish’s Information Systems’ server in order to capitalize on the advantages of being on the
same platform as most of the other City departments. This allows for sharing of files and records, tighter data security, and more
reliable backup and recovery capabilities.

CPERS centinues to concentrate its efforts in providing the highest level of member service possible to both active and retired
members. For CPERS, communication and service are the key elements to being successful. Increased awareness through
improved communication, and fechnological advances have afforded us the opportunity and capability of continually providing
more accurate and timely services such as the issuance of retirement benefit payments, electronic funds transters, DROP
distributions, DROP and contribution tax-deferred rollovers, supplemental funding of DROP accounts, Excess Benefit Plan
payments, Supplemental Benefit Payments, refunds of member contributions, member counseling, retiree payroll-related changes,
and many more. Federal, state, and local laws affecting pensions frequently change, and CPERS must often change policies and
procedures to accommodate these laws.

Payments fo retirees, survivors, and beneficiaries continued to increase, and in 2009 the System paid out just under $57.0 million
in benefits compared to $54.6 million in 2008; an increase of 4.3%. Distributions of more than $16.0 million were paid o
participants from the Deferred Retirement Option Plan (DROP), as compared to $12.3 million in 2008. This represented an
increase of 30.0%. Combined, CPERS pald out almost $73.0 million to eligible refirees, survivors, and beneficiaries during the
year. Compared to the $66.9 million paid out in 2008, total benefits paid increased by 9.0%.

The average monthly benefit of CPERS retirees continued to increase as salaries and the number of retirements increased. For
2009, retirces drew an average monthly benefit of $1,690, which represented an increase of 1.0% over the 2008 average of $1,675.
The average monthly withdrawal for DROP funds was $1,364, a sharp increase of 21.0% from 2008’s average of $1,128. The
DROP interest rate continued to outpace the rates offered for traditional savings accounts and money market instruments. DROP
withdrawals include $1.3 million in rollovers te qualified Individual Retirement Accounts (IRAs) or other qualified plans.

Also, during 2009, refunds were issued to 263 members who terminated employment and to beneficiaries of deceased members,
compared 1o 259 issued during 2008. Add:itionally, some former members chose to rollover the portion of their contributions that
was tax-sheltered, inio an IRA or another qualified plan. A total of 141 members retived during 2009 compared to 121 during
2008. A total of 78 members entered DROP during 2009 compared to 99 during 2008.

INTERNAL CONTROL

In accordance with Board and management’s goals and policies, CPERS maintains a system of internal control that provides
reasonable assurance regarding the safeguarding of assets apainst loss from unauthorized use or disposition and regarding the
reliability of financial records for preparing financial statements and maintaining accountability for assets. The concept of
reasonable assurance recognizes that the cost of control should not exceed benefits likely to be derived and that the valuation of
costs and benefits requires estimates and judgments by management. Each year CPERS’ independent auditors consider the system
of internal control over financial reporting as part of the auditing process. Accordingly, they issue the Report on Internal Contiol
Over Financial Reporting and on Compliance and Other Matters Based on an Audit Performed in Accordance with Government
Auditing Standards, included in the last section of this document.
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An explanation of CPERS’ accounting policies is contained in Note 2 of the Notes to the Financial Statements. The basis of
accounting, basis of estimates, methods used to value investments and property and equipment, and other significant financial
policy information are also explained in detail in the Notes to the Financial Statements.

The funding requirements for the Retirement System are determined by the Retirement System’s actuary through a required annual
actuarial valuation. Required contributions are broken down between normal cost and amortization of unfunded accrued liability
and then stated as a percentage of total system payroll. CPERS is amortizing the unfunded accrued liability over a perpetual 30-
year period, which began in 2004. The actuary has reserved the right to recommend incrementing the amortization funding period
in future years in an effort to pay down the unfunded accrued Liability.

Contributions from members remained at 9.5 percent during 2009 in conformance with the requirement of the Retirement
Ordinances which state that the employee contribution rate be set at 50 percent of the maximum employer contribution rate, not to
exceed 9.5 percent. A blended employer confribution rate of 18.56 percent produced 2009 General Fund and non-General
Fund/Other Employer contribution rates of 16.16 percent and 21.44 percent respectively.

CPERS maintains its goal of becoming a fully funded public employees’ retirement system through steady growth of the
investment markets, and meeting investment performance objectives. CPERS’ 2009 gross investment performance of 25.43
percent greatly exceeded the target investment performance of 7.75 percent, but fell far short of recouping the losses from 2008.
CPERS’ asset allocation of 65 percent equities and 35 percent fixed income and real estate remained unchanged during the year, in
accordance with the recommendation of the investment consultant, and with the expectation that actuarial assumptions and funding
goals will be met over an extended time horizon. When comparing the market value of assets with the total actuanal liability, the
System’s funded ratio increased to 62.9 percent at December 31, 2009 compared to 56.1 percent at December 31, 2008, Another
methed of measuring funded status is to compare the actuarial value of assets with the actuarial liability. When comparing the
actuarial value of assets with the total actuarial liability, the Systemn’s funded ratio decreased to 74.3 percent at December 31, 2009
cempared to 78.6 percent at December 31, 2008.

Far the Police Guarantee Trust, when comparing the market value of assets with the total actuarial liability, the funded ratio
increased to 65.7 percent al December 31, 2009, compared to 58.1 percent at December 31, 2008. When comparing the PGT
actuarial value of assets with the total actuarial liability, the funded ratio decreased to 79.7% at December 31, 2009 from 83.5% at
December 31, 2008, Schedules of funding progress for both CPERS and the Police Guarantee Trust, using the total actuanal value
of assets, are shown in the Required Supplementary Information on page 45.

Since 2003 CPERS has managed short-term cash through the use of a Short Term Investment Fund (STIF) managed by the
custodian bank. Upon the recommendation of the investment consultant, cash management was placed with JPMorgan U.S.
Government Money Market Fund, which invests in high-quality, short-lerm securities issued or guaranteed by the U.S.
government or by U.S. government agencies and instrumentalities. This cash represents the daily nceds of the Retirement System,
primarily for paying benelits to retirees, as well as uninvested cash in the separately managed accounts of the Retirement System’s
investment managers. With the help of this daily “sweep account”, the Systemn is able to stay fully invested at all times.

T .l:l_.._f.,. Tl ™ p—
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The investments of the Retirement System are governed by the Statement of Investment Policies and Objectives as shown in
summary on pages 58 through 63. The Retirement Board members have the fiduciary duty of overseeing the pension fund
mvestments within the guidelines of the investment policy. Studies show that the most influential tool used by the Board to
achieve maximum mnvestment performance is that of asset allocation. With guidance from its investment consultant, the Board has
adopted a policy, which currently includes investments in large and small-cap domestic equities, international equities, emerging
markets equities, core, core-plus, and absclute return fixed-income securities, real estate, and short-term cash. Within these
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allocations, both value and growth equity biases are utilized. Charts with the current asset allocations are shown on pages 64
through 66. During 2009, CPERS retained relationships with all ten of its investment managers, although BlackRock acquired
Barclay’s Global Investors during the year. The performances of all ten managers are measured against predetermined universally
recognized indices (benchmarks) as recommended by the investment consultant. CPERS continues to rebalance the allocation of
its portfolio to counter market value changes that cccur through market value appreciation and depreciation, thereby ensuring that
the asset mix remains within acceptable parameters and the portfolio remains true to the targeted asset allocation.

As a separate legal trust, the PGT uses its own asset allocation, which closely resembles that of the original CPERS trust, thereby
assuring that investment performance will approximate that of the CPERS trust. Separate investment reports are issued for the
PGT showing performance as measured against standard benchmarks. Investment performance for the two trusts is measured
separately and the assets for cach are maintained separately. Investment return for CPERS’ assets, gross of investment fees for
2009 was 25.43 percent with the three-year, and five-year returns being -2.21, and 3.32 percent respectively. A summary of the
largest investment holdings can be found on pages 67 through 69.

e e St e T (A (e I W

Each year, independent auditors perform a financial and compliance audit in accordance with auditing standards generally
accepted in the United States of America, and Government duditing Standards. As part of their audit, the internal control structure
of the Retirement System is considered. For the 2009 annual audit, the auditors were Postlethwaite & Netterville, Baton Rouge,
Louisiana. Their opinion letters can be found in the Fipancial Section of this report.

AWARDS

4

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of Achievement for
Excellence in Financial Reporting to the City of Baton Rouge and Parish of East Baton Rouge Employees’ Retirement System for
its Comprehensive Annual Financial Report (CAFR) for the year ended December 31, 2008. This was the twelfth consecutive
year that CPERS has achieved this prestigious award.

In order to be awarded a Certificate of Achievement, a government must publish an easily readable and efficiently organized
comprehensive annual financial report. This report must satisfy both generally accepted accounting principles and applicable legal
requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that cur current comprehensive annual financial
report continues to meet the Certificate of Achievement Program’s requirements and we are submitting it to the GFOA to
determine its eligibility for another certificate.

k

ACKNOWLEDGEMENT!

Please accept my thanks to the Retirement Board of Trustees for your continued commitment to the Retirement Office as
evidenced by the support and resources you provide. Your commitment as fiduciaries to providing excellent retirement benefits to
CPERS® members, in a fiscally responsible manner is gratefully acknowledged. The CPERS staff remains committed to working
with the Board in every way possible to improve the System for both the members and the participating employers.

I also want to thank the Retivement Office staff for their continued efforts in making the 2009 Comprehensive Annual Financial
Report {CAFR) the accurate and professional document it is. While continuing to perform their regular duties in the most
professional manner, they were dedicated to gathering data, inputiing and typing, proofing and assembling this document. This is
the thirteenth CAFR prepared by the Retirement Office for submission to the GFOA, and we are confident that it will again be
found deserving of the Certificate of Achievement for Excellence in Financial Reporting for the thirteenth consecutive year.

%/{,3&: Lotl .t

Jeffrey R. Yates, CPA Russell P. Smith, CPA
Retirement Administrator Retirement Financial Manager
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2009
RETIREMENT BOARD OF TRUSTEES

Mark W. Gamble
Chairman & Regular Employees’ Representative
Term: 5/15/06 — 5/14/10

Joseph R. Toups
Vice-Chairman & Metropolitan Council Representative
Term: 3/28/08 - 3/27/12

M. Brian Mayers
Metropolitan Council Representative
Term: 3/28/08 — 3/27/12

Linda T. Hunt
Regular Emplovees’ Represenialive
Termy: 1/1/08 - 12/31/11

Corporal Chad M. King
Palfice Employees’ Represeniative
Ferm: 3/1/07 - 2/28/11

Marsha J. Handon
Mayoral Representative
Term: Appointed By Mayor-President

Captain Richard W, Sullivan
Firve Employees’ Represemtative
Terny: 3/1/07 - 2/28/11
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ADMINISTRATIVE STAFF

Jeffrey R, Yates, C.P.A.
Retirement Administrator

Barbara B, LeBlanc, C.LLA.

Assistant Refirement Adminisfrator

Russell P. Smith, C.P.A.
Refirement Financial Manager

Mark Williams
Retirement Benefits Manager

Linda Verbois
Senior Administrative Specialist
].

Kyle Drago
Sr. Financial Analysi

Katherine Wesley
Financial Analysi

Jetfrey Lagarde
Financial Anclyst

Marshall Reilly
Financial Analyst

Adrienne Matthows
Sr. Retirement Analysi

Salli Withers
Reliremeni Analyst

Ana Paula Justino-fsance
Retivement Analyst
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ACTUARY

Stanley, Holcombe & Asscciaies, Inc,
2000 RiverEdge Parleway, Suite 540
Atlanta, GA 30328

AUDITOR

Postlethwaite & Netterviile
Certified Public Accouniants

8550 United Plaza Blvd, Suite 1001
Baton Rouge, LA 76809

INVESTMENT CONSULTANT

Summit Strategies Group
8182 Maryland Ave. - 6" Floor
St. Louis, MO 63105

LEGAL COUNSEL

Law Offices of Randy I*. Zinna
8732 Quarters Lake Road
Baton Rouge, LA 70809
(Through May 20, 2010)

MEDICAE EXAMINER
1201 Scaimeca, Jr., MDD,

P.O. Box 83029

Baton Rouge, LA 70884-3029
T CONSULTANT

Relational Systems Censuliants
102 Fmily Circle

Lafayette, LA 70508

COST ANALYSIS CONSULTANT
MAXIMUS, Inc.

940 N Tyler Road - Suile 204
Wichita, KS 67212
CUSTODIAN BANK

I P Morgan/Chasc

PO, Box 1511
Baton Rouge, 1.A 70821-1511

PROFESSIONAL CONSULTANTS

FIXED INCOME

BlackRock
55" Bast 52™ Street
New York, NY 10055

Western Asset Management Company
385 Last Colorado Boulevard
Pasadena, CA 91101

Pyramis Global Advisors
82 Devonshire Street
Bosion, MA 02109

DOMESTIC EQUITY

BlackReck/BGI
400 Howard Street
San Irancisco, CA 94103

INTECH
5235 Qkeechobee Blvd. Suile 18G0
West Palm Beach, Fi. 33401

Roxbury Capital Management
One SW Columbia Street, Suite 430
Portland, OR 97258

Dimensional Fund Advisors, Inc.
6300 Bee Cave Road - Building One
Austin, TX 78746

INTERNATIONAL EQUITY

New Star Institutional Managers 1.0d.
201 Bishopsgaic

London, BCZM 3412

United Kigdom

Sprucegrove Investment Management Lid,
18] University Avenue, Suite 1300
Toronto, Onfario, Canada, M5H 3M7

Dimensional Fund Advisors, Inc, — Emerging Markets

6300 Bee Cave Road - Building One
Austin, X 78746

REAL ESTATE EQUITY
ING Clarion Partners

230 Park Avenue, 12" Floor
New York, NY 10169
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RETIREMENT SYSTEM
ORGANIZATIONAL CHART

{ Retirement Board of Trustees

Retirement Administrator

Assistant Retirement Administrator

Senior Administrative Specialist

Retirement Financial Manager Retirement Benefits Manager
Sr. Financial Analyst Sr. Retirement Analyst
Financial Analyst (3) Retirement Analyst (2)

Student Interns (3)

See page 12 for specific information regarding investment professionals. A schedule of commissions paid to brokers can be found
on page 73 in the Investment Section of this CAFR.
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Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to

City of Baton Rouge & Parish
of East Baton Rouge Employees'

Retirement System, Louisiana

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
December 31, 2008

A Ceriificate of Achievement for Bxcellence in Financial
Reporting is presented by the Government Finance Officers
Association of the Unitcd States and Canada to
government units and public employce retirement
systems whose compreliensive annual fimancial
reports {CAFRs) achicve the highest
standards in government accounting
and financial reporting,

President

G e

Bxecutive Director
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PLAN SUMMARY

SERVICE RETIREMENT ALLOWANCES
e 25 years or more, any age, 3% of average compensation for each year of service, maximum 90% of average compensation;

e 20 years or more, bui less than 25 years, under age 55, 2.5% of average compensation for ¢ach year of service less a 3%
penally on the total retivement allowance for each year the member's age at retirement is under 55;

e 10 years or more, bul less than 25 years, age 55, 2.5% of average compensation for each year of service; and

-3

10 years or more, but less than 25 years, under age 55, 2.5% of average compensation for each year of service upon aftaining
age 55.

OPTIONAL RETIREMENT ALLOWANCES
¢  Member may elect a reduced retirement allowance and designale any person io receive the balance of his member
contribudions in the event member dies before receiving retirement benefits exceeding the amount of his member contributions

as of the dale of his retirement.

s Member may elect a reduced retirement allowance and designate any person to receive the same reduced retirement allowance
for the lile of the person so designated,

o Member may clect a reduced retivement allowance and designate any persons 1o receive a forny of benelit certified by the
retivement system actuary (o be of equivalent actuarial value,

DISABILITY RETIREMENT ALLOWANCES

@ Ordinary disability, minimum 10 years service requived, minimun 50% of average compensaiion; additional 2.5% of average
compensation for ecach year of service in excess of 20 years.

¢ Service-connccted disability, no minimum service requirement, minimuon 50% of average compensation; addittonal 1.5% of
average compensation [or cach year of service in excess of 10 vears.

SURVIVOR BENEFITS

@

The surviving spouse of a contributing member eligible for retirement, or who has af feast 20 years of service, receives an
actuarially computed beneflt for life; or a refund of member confributions,

= The surviving spouse of a contributing member not eligibie Tor reiivement receives a monihly benefit of $600 lor life or untd
remarriage, whichever oceurs st or a refund of member contributions limited 10 the amount remaining afler the payment of
winor ¢hild or unmarried dependent parent beneflits, if any,

e The surviving spouse of a service retivee receives a monthly bene{it of 50% of the service retivee benefit for life, provided that
the surviving spousc was cither (1) legally married (o the retivee on his date of scrvice retiremoent or (2) legally married (o the
retivee for al east 2 years prior to the retiree's death.

e The surviving spouse of a DROP participan{ receives a monthly bencfit of 530% of the DROP participant beneilt for Hle,
provided that the surviving spouse was cither (1) legally magried {o the DROP participan{ on the eflective date of his DROP
participation or (2) legally married (o the DROP participant for at least 2 years prior 1o the DROP participant's death.
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L

PLAN SUMMARY (CONTINUED)

The surviving spouse of a service-connected disability retiree receives a monthly benefil of 50% of the service-connected
disability retiree benefil for life, provided that the surviving spouse was either (1) legally married to the service-connected
disability retiree on his date of service-connected disability retivernent or (2) legally married to the service-connected disability
retiree for at least 2 years prior to the service-connected disability retiree's death.

Minor child or children of contributing member receive a monthly benefit of $150 per child until age 18, maximum benefit of
$300 if survived by more than 2 children.

DEFERRED RETIREMENT OPTION PLAN (DROP)

Member must have nol less than 25 or more than 30 years of service, regardless of age, fo be eligible for up fo 5 year
participation, or combined service and DROP participation not exceeding 32 years, whichever is less.

Members with at least 10 years, but less than 25 years of service, and are age 55 or older are eligible [or up to 3 year
participation.

Members may participate in DROP only once and are prohibited from becoming a contribuling member of the system afler
participation.

For DROP participants prior o July 1, 1991 who do not terunate employment at the end of participation, interest earnings on
the account are discontinued until termination of employment, and no funds are payable from the account until such
ferminalion.

For DROP participants on or after July 1, 1991 whe do not ferminate employment al the end of participation, all interest
earnings that would have been credited during participation are forfeited, and all Tunds are imnnediately distributed (o the
member or rolled tax-deferred (o another qualified pension plan at the member’s eption.

Upon cmployment termination, it is mandatory 1o roll severance/separation pay info an existing DROP account for members
who are non public safety oflicers age 55 or older, while these members younger than age 35 are given the option to rol] the
funds inlo the DROP or another qualified plan, or take recefpt of the funds. For public safety officers the key age is 50,

ROLLOVER OF ELIGIBLE DISTRIBUTIONS

&

Certain distiibutions from DROP accounts are cligible for rolover to an Individual Reticement Account (IRA), Code See.
403(1), 457 or other qualified plans,

MEMBERS WO TRANSFERRED MEMBERSHIP TG MPERS

For members who transfersed their membership to the Municipal Police Fmployvees™ Retirement System (MPERS) the
summary of benefits is genervally as shown above. Because of ihe differences in particular CPERS and MPERS benefit
provisions, variations may cxist. Only provisions specifically set {orth in (he contract enfitled Agreement and Guaraniee of
Retirernent Rights and Benefits are guaranieed by CPERS to ransferred members.
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Independent Anditors® Report

Members of the Board of Trustees

City of Baton Rouge and Parish of East Baton Rouge
Employees' Relirement Syslern

Baton Rouge, Louisiana:

We have audited the accompanying statement of plan net assets of the City of Baton Rouge and Parish of East Baton
Ronge Employecs’ Retirement System {the Retirement System), a component unit of the City of Baton Rouge — Parish
of East Baton Rouge, as of December 31, 2009 and the related statement of changes in plan net assets for the year then
ended. These financial statements are the responsibility of the Retirement System’s management. Our responsibility is
0 express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit also includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of the Retirement System as of December 31, 2009 and the changes in its net assets for the vear then ended, in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Goverminent Auditing Stendards, we have also issued our report dated June 25, 2010 on our
consideration of the Retirement System’s internal centrol over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, cantracts and grant agreements and other matters. The purpose of that report is
to describe the scope of our testing of internal confrol over financial reporting and compliance and the results of that
testing, and not te provide an opinion on the internal contro! over financial reporting or on compliance. That repert is
an infegral part of an audit performed in accordance with Goveranient Auditing Standards and should be read in
conpunction with this report in considering the results of our andit.

Management’s Discussion and Analysis and the Schedules of Funcling Progress and Employer Contributions listed as
Required Supplementary Information in the Table of Contents are not a required part of the financial statements but
are snpplementary information required by accounting principles generally accepted in the United States of America.
We have applied limited procedures, which consisted principally of inquiries of management regarding methods of
measurement and presentation of the supplementary information.  IHowever, we did not audit the information and
€Xpress no opinion on it.

Qur audit was conducled (or the purpose of foriing an opinion on the financial statements ¢f the Relirernent System.
The accompanying financial information as listed in the Table of Confents as Schedules of Administrative Expenses,
Schedules of Investment Expenses and Schedules of Payments to Consultants is presented for purposes of additional
analysis and is not a required part of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the financial statements, and, in our opinion, is fairly stated in all material
respects in relation to the financial statements taken as a whole.

The accompanying financial information in the investment section, the actuarial section and the statistical section is
presented for purposes of additional analysis and is not a required part of the basic financial statements of the
Retirement System. The information has not been audited by us, and accordingly, we express ne epinion on it

8330 United Ploza Blvd, Suite 1001« Boton Rouge, LA 70809 « Tel: 225922 4600 « Fax: 225922 461




The combined statement of plan net assets and combined statement of changes in plan net assets as of and for the year
ended Decermber 31, 2008 are presented for comparative purposes. These combined totals were included as part of the
Retirement System’s December 31, 2008 basic financial statements which were audited by us and upon which we
issued an unqualified opinion in our report dated Junc 23, 2009.

Poilltrate  + WAl

Baten Reuge, Louisiana
June 25, 2010
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Financial Section

CITY OF BATON ROUGE AND
PARISH OF EAST BATON ROUGE
EMPLOYEES’ RETIREMENT SYSTEM

MANAGEMENT’S DISCUSSION AND ANALYSIS

The following is managemen(’s discussion and analysis of the financial performance of (he City of Baton Rouge and
Parish of East Baion Rouge Employees’ Retirement System. It is presented as a narrative overview and analysis for
the purpose of assisting the reader with interpreting key clements of the financial statements, notes to the financial
statements, required supplementary information, and supporting schedules for the current year.

FINANCIAL HIGHLIGUTS

e The net assots held in trust for pension benefits increased significantly in 2009 by $139.2 million, or 19.0
percent. In March of 2009 the investment markets bottomed out and began a steep recovery that continued
through vear end. All investment assel classes, excepl for real estate, enjoved a level of growth not seen for a
number of years.

¢ The gross rale of return on the market value of the System’s investments in 2009 was 25.4 percent, versus a
gross refum of -28.5 percent in 2008, The system cut-performed 113 policy index by 5.3 percent and ranked in
the 13" percentile among ils peers. In parlicular, CPERS’ fixed income holdings beat their benchmark by 15.3
percent, international equily by 8.2 percent and US equity by 3 percent. Only domestic real estale under-
performed for the year..

e The amounts of retirement benefil payments paid in 2009 mcreased by an uncharacteristic 9 percent over 2008
as both the number of retirees and the average benefit amounts increased. Tncluded in this number was payment
of the third conscoutive Supplemental Benefit Payment of $1.4 million. Refunds and withdrawals decreased
slightly in 2009,

e The Systemy’s funded status decreased from 78,6 percent in 2008 o 7403 percent in 2009, as measured in
accordance wilh GASIE 25/27, On a market value basis, the funded ratio nmproved, going from 56.1 percent (o
62.9 pereent. The unfunded actuarial accrued liability increased $75.4 million as the System continued (o
struggle to overcome the investnent losses experienced in 2008, The market value trailed the actuarial value of
asscis at year end by 51538 mitlion.

OVERVIEW OF THE FINANCIAL STATEMENTS

Management's discussion and analysis is intended 1o serve as an introduction to the CPERS basic {financial
statements, together with the related notes o the financial statements, required supplementary information, and the

supporting schedules, all of which are deseribed below:

Statement of Plan Net Assets ~ This statement reports the System’s assets, Habiliges, and resulting net assets held in
trust for pension benefits, The original CPERS trest and Police Guaraniee Trust are shown both separately and
combined.  Alihough net a comparative financial statement per se, i shows the prior year comparative cembined
totals by linc item,  This statement should be read witly the understanding that it discloses ihe System’s Jinancial
position as of December 31, 2009 and provides comparative combined iotals at December 31, 2008,

Statemen( of Changes in Plan Net Assets - This statement reports the results of operations during the calendar years
2009 with comparative combined (otals for 2008, categorically disclosing the additions {o and deductions from plan
net assets. The net decrease (o plan assels on this statement supports the change in net assets held in trust for
pension benefits on the Statement of Plan Net Assets. The original CPERS trust and Police Guaranice Trust arc
again shown both separately and combined, and again with a column showing the comparative combined totals for
the prior year, although the statement is nol a comparative {inancial statement by definition.

City-Parish Employees’ Retirement System 21



Financial Section

CITY OF BATON ROUGE AND
PARISH OF EAST BATON ROUGE
EMPLOYEES® RETIREMENT SYSTEM

MANAGEMENT’S DISCUSSION AND ANALYSIS
Netes to the Financial Statements - The financial statement notes provide additional information that is essential to a

complete understanding of the data set forth in the financial statements, They are considered an integral pari of the
financial statemenis. A description of the information provided in the notes follows:

e Nofle 1 (Plan Description} provides a general description of the Retiremenl System, including the original
CPERS trust and the Police Guarantee Trust. Information is incladed regarding plan membership, a deseription
of retirement benefits, a description of the Deferred Retirement Option Plan (DROP), and retirement
contributions.

¢ Note 2 (Summary of Significanl Accounting Policies) provides information disclosing cerlain accounting
methods and policies used in determining amounts shown on the financial statements. Included in this note is
miformation relative 1o the basis of accounting, and the delermination of estimates, icluding System
mvestments and property and equipment.

e Note 3 (Cash and Investments) describes System investments and their relationship with the custodian bank.
This note includes information regarding the System’s cash and invesiments, use of the custodian’s Short Term
Investment Fund (STIF), bank balances and their collateralization, and types of investment risk and
measurement of that risk for the CPERS investment portfolio.

e  Note 4 (Securitics Lending Program) provides details of the System’s securiiies lending program as governed
by the contract between CPERS and the custodian bank. This note describes how the program is administered
by the custodian, and how loans of seenrities are collateralized.

e WNote 5 (Funded Status and Funding Progress) provides disclosures reparding how well the System is funded and
able 10 meet its oblpations. Also included are the actuarial assumptions used for determining the funded status.

s Note 6 (Conlingencics) provides mformalion relative to any relivement matfers bemg litipated and possibly
subjecting the sysiem to some financial exposure. As of December 31, 2 re WOIe ne contingencics the
subjecting the system e somce financial cxposu Ag ol December 31, 2009 there were no contingencics that
were material in amount.

Reguired Supplementary Infonuation - The requived supplementary information consisis of two schedules and
refated notes. These schiedules show the Tunding progress and employer contribution data for the original CPERS
trust and the PGT separately. The related notes disclose key aclvamal assumplions and methods used in the
schedufes.

Supporting Schedules — These schedules include information on adminisbrative and ivestment expenses and
payments to consultants.

CPERS FINANCIAL ANALYSIS

CPERS provides retirvement benefits o essentially all eligible City-Parish employeces and employecs of other
member employers. These benefits are funded through member contributions, cmployer contributions, and carnings
on investments. Tolal net assets held in trust for pension benefits at December 31, 2009 were $3872.7 million, which
represented an increase of $139.2 million, or 19.0 percent [rom the $733.4 million held in trast at December 31,
2008,
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Financial Section

CITY OF BATON ROUGE AND
PARISH OF EAST BATON ROUGLE
EMPLOYEES’ RETIREMENT SYSTEM

MANAGEMENT’S DISCUSSION AND ANALYSIS

2009 Increase 2009
2009 2008 2007 {Decrease) % Change
Cash § 8,428,044 $ 7,732,306 $ 6,296,942 $ 605,738 9.0 %
Receivables 9,096,748 42,159,210 32,747913 (33,062,462) {T8.4)
[nvestments (fair value) 866,685,305 737,201 (159 1,072,391,479 129,484,246 17.6
Securities Lending Collateral 4,654,585 4,147,518 3,619516 507,067 |22
Capital Assets 601,653 622,926 653,385 (21,273) (3.4)
Total Assets 889,466,335 791,463,019 1,115,704,235 97,603,316 12.3
Total Liabilitics 16,807,066 58,424,022 49,084 413 141,616,956) (71.2)
Total Plan Net Assets $ 872,659,269 $ 733,438,997 $ 1,066,624,822 § 139,220,272 19.0 %

Additions to Plan Net Assets

Additions to CPERS net assets held in trust for pension benefits include contributions from employees and
employers, contributions received from employers for purposes of paying severance pay to employees, and
investment income. Employee contributions, which continued at 9.5% of payroll for both 2009 and 2008, rose by
$534.7 thousand primarily due to normal payroll growth. Employer coniributions increased by $1.1 million, also
due to normal payroll growth partially offset by a slight decrease n the required employer contribution rate as
recommended by the System’s actuary. The blended employer contribution rate for 2009 was 18.56% of payroll,
while in 2008 the rate was set at 18.68%. Investment performance recovered beginning in March of 2009 as both
domestic and global markets rebounded from the global recession. In 2009, CPERS enjoyed a net investment
income of $174.3 million, compared to a net investment loss in 2008 of $302.3 million. In total, 2009 additions to
plan net assets were $216.4 million as compared to additions of -$262.1 million for 2008.

Additions to Net Assets

EEmployee
Contrib,
) FEmployer
S Contrib.
:E: W Other
£
o

Einvestments

2009 2008 2007
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Financial Section

CITY OF BATON ROUGE AND
PARISH OF EAST BATON ROUGE
EMPLOYEES’ RETIREMENT SYSTEM

MANAGEMENT’S DISCUSSION AND ANALYSIS

2009
Additions to Net Assets 2009 2008 2007 % Change
Employee Contributions $ 13,398,458 $ 12,863,784 5 12,200,849 4.2 %
Employer Contributions 27,299,381 26,244,658 25,344,587 4.0
Net Investiment Income 174,333,006 (302,299,590) 43,514,714 157.7
Other 1,399,949 1,043,625 {,591,009 34.1
Total Additions § 216,430,794 § (262,147,523) $ 82,651,150 182.6%

Deductions from Plan Net Assets

Deductions from CPERS net assets held in trust for pension benefits are comprised primarily of retirement benefit
payments to CPERS retirees, survivors, and beneficiaries. Also included as deductions are adminisirative expenses,
and refunds and withdrawals of employee contributions. For 2009, benefit payments to retirees, survivors, and
beneficiaries totaled $73.7 million, which represented an increase of 9.0 percent from the $67.6 million paid out in
2008. The normal monthly payments to pensioners continued to increase, and both the number of pensioners and
the average monthty pension increased. The Board of Trustees was pleased to pay the third consecutive
Supplemental Benefit Payment of $1.4 million to qualifying retirees. The 2009 administrative expenses increased to
$1.50 millicn from $1.36 million in 2008 representing an increase of 10.0%. And finally, refunds and withdrawals
of member contributions decreased slightly by 3.4%, down $71 thousand in 2009 from $2.1 million in 2008. This
trend 1s typical in an economic environment of uncertainty as members tend fo retain their jobs for longer periods of
time.

Deductions from Net Assets
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Financial Section

CITY OF BATON ROUGE AND
PARISH OF EAST BATON ROUGE
EMPLOYEES’ RETIREMENT SYSTEM

MANAGEMENT’S DISCUSSION AND ANALYSIS

Deductions from * 2009

Net Assets 2009 2008 2007 % Change
Benefit Payments $ 73,696,868 $ 67,586,649 $ 66,069,111 9.0 %
Refunds and Withdrawals 2,021,306 2,092,580 10,507,562 (3.4)
Administrative Expenses 1,492,348 1,359,073 1,325,590 9.8
Total Deductions $ 77,210,522 $ 71,038302 § 77,902,263 8.7%
Change in Net Assets i
(Total Additions less
Total Deductions) $ 139,220,272 $ (333,185,825) $ 4,748,896 141.8%
Investments

CPERS’ investments, exclusive of securities lending collateral, totaled $866.7 million at December 31, 2009 as
compared to $737.2 million at December 31, 2008, which represented an increase of $129.5 million or 17.6%. In
the same fashion that the 2008 global economic recession left no asset class untouched, the 2009 recovery also
positively impacted all the asset classes, with the exception of real estate. Domestic small cap stocks and emerging
markets were particularly impacted as the markets began an upward swing in March and continued for the remainder
of the year. The System maintained its target asset allocation of 65% of mvestments in equities and 35% in fixed-
income securities, including a 5% allotment to domestic real estate. Diversification of the portfolio worked to
mitigate risk, but with the exception of real estate, all of the traditional investment types performed well and met
expectations for the year. Domestic equities performed at a 31.3% rate with international equities surpassing even
that at a 40.0% rate for the year. Fixed income, traditionally expected to perform in the single digits, rallied to a
21.3% performance and exceeded its benchmark by more than 1500 basis points. Commercial real estate continued
to slide further, and returned a disappointing -38.65% for the year. Real estate traditionally lags other investment
types in performance as the markets cycle up and down. CPERS’ invesiment return of 25.43% was 531 basis points
above its Total Fund Policy Index and attested to the excellent investment managers’ performance. Investment
expenses rose by 18.1% as the value of assets significantly increased and performance-based fees were once again
riggered as invesiment managers outperformed their respective benchmarks. Several changes to the portfolio made
back in 2007 proved to work against investment perforimance in 2008 as some of the [ixed income managers grossly
underperformed, and the global equity markets suffered preatly. However, these same changes permitted the
System to recover faster than its peers, as the equity markets in particular rebounded quickly, beginning at the end of
the first quarter of the year. CPERS made no changes to its asset allocation during 2009 or 2008 and was not
reactionary to the global recession or the recovery. The allocation is sel based on long-range performance honzons
and no attempts are made to ry and time the market.

= 2009 % 2008 % 2007 %
S Equity Compaosite 51,29 -36.62 2.2
_International Equity Composite 39.99 43,75 10.5
| Fixed Income Cornposite 21.27 -6.75 i el
Real Estate Composite _ -38.65 =125 11 Lzl oo
Cash Composite 0.18 2.1 5.4
T'otal Fund Composite 2543 -28.49 4.3
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Financial Section

CITY OF BATON ROUGE AND
PARISH OF EAST BATON ROUGE

EMPLOYEES’ RETIREMENT SYSTEM

MANAGEMENT’S DISCUSSION AND ANALYSIS

When making comparisons from year to year, it is important to be aware that other factors may affect the change in
investments, particularly the changes between investment categories and types, as mentioned above. It is also
important to note that the investment portfolio is not stagnant, but is traded in part each business day. Investment
managers sometimes change allocations between investment types (e.g. treasury bonds to mortgages) or sectors (e.g.
financials to technology). Therefore, the reader should be cautious about drawing conclusions as to how and why
the portfolio changed in market value. It is perhaps best to refer to the total investment figures to conclude how
CPERS’ investments performed overall.

$in milions

Investments (at fair value)

M Fixed Income -
Domestic

MFixed Income - Int}

[ Equities - Domestic

[ Eaquities - int!l

WReal Estate

M Cash Equivalents

Investments 2009
(at Fair Yalue) 2009 2008 2007 Y Chunge
Fixed Income — Domestic § 227405253 5 243.0636,058 5 320,881,878 (6.7} %
Fixed Income — International 14,207,992 15,576,494 L1500, 166 {8.8)
Equity securities — Domestic 343,466,712 250,413,182 394 978,683 372
Equity securities — International 238,739,928 163,800,048 278,072,870 45.8
Rea) Estate 30,133,669 51,124,345 59,468,521 @10
Cash equivalents 12,731,751 12,650,932 7,449 361 (1.6
Total Investments 5 866,685,305 $ 737,201,059 $1,072391. 479 EEEED
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Financial Section

CITY OF BATON ROUGE AND
PARISH OF EAST BATON ROUGE
EMPLOYEES® RETIREMENT SYSTEM

MANAGEMENT’S DISCUSSION AND ANALYSIS

REQUESTS FOR INFORMATION

This Comprehensive Annual Financial Report is designed to provide a general overview of the City of Baton Rouge
and Parish of East Baton Rouge Employees’ Retirement System’s finances for intercsted parties. Questions
concerping any of the information provided herein, or requests for additional financial information should be
addressed to the City of Baton Rouge and Parish of East Baton Rouge Employees’ Relirement System, P. O, Box
1471, Baton Rouge, Louisiana, 70821-1471.
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Finaneial Section

CITY OF BATON ROUGE AND

PARISH OF EAST BATON ROUGE

EMPLOYEES® RETIREMENT SYSTEM

STATEMENT OF PLAN NET ASSETS AS OF DECEMBER 31, 2009
AND COMPARATIVE COMBINED TOTALS FOR 2008

Police 2009 2008
CPERS Guarantee Combined Combined
Trust Trust Total Total
Assels {Memarandum Only}
Cash 7,780,850 3 647,194 $ 8,428 044 $ 7,732,366
Receivables;
Employer contributions 2,005,214 5,199 2,010,413 1,684,747
Employee contributions 938,032 2,649 940,681 800,512
Inierest and dividends 401,814 - 491,814 580,891
Pending trades 4,698,199 110,629 4,808,828 38,136,576
Other 085,759 159,253 845,012 956,484
Total receivables 8819018 277,730 9,096,748 42159216
Investments {at fair value);
Fixed Income - Domestic 220,822,741 6,582,512 227,405,253 243,636,058
Fixed income - International 13,614,679 393,313 14,207,992 15,576,494
Equities - Domestic 335,900,601 7.560,711 343,460,712 250,413,182
Equities - International 233,054,855 5,685,073 238,739,928 163,800,048
Real estale investments 30,133,609 - 30,133,669 51,124,345
Cash equivalents 11,518,718 1,213,033 12,731,751} 12,650,932
Total invesbments 845,050,663 21,634,642 860,085,305 737,201,059
Securitics lending collateral;
Short leym securitics - sceurities lending program 4,054,585 - 4,654,585 4147518
Total scewritics lending collateral 4,054,585 4,654,585 4,147,518
Properties al cos{, net of accumulated depreciation
of $697.282 and $676,009, respeetively 601,653 601,653 622,926
Total Assels 860,906,709 22,559,560 880 466,335 791,863,019
Liabilitics
Acerned expenses and henefils 1,074,241 418,818 1,493,059 1,017,013
Pending trades payable 10,659,422 - 10,659,422 53,259,491
Tolal accounts payable and other Habilities 11,733,663 418,818 12,152 48] 54,276,504
Seeuritics lending obligations:
Obligations held under sceurities lending program 4,634,585 4,654,585 4,147,518
Total securities lending obligalions 4,654,585 4,654,585 4147518
Total Liabilities 16,388,248 418,818 10,807,066 58,424,022
Nel assets held in trust {or pension benefits $ 850,518,521 $ 22,140,748 $ 872,659,269 3 733,438,997

See accompanying notes 1o financial stalements
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Financial Section

CITY OF BATON ROUGE AND
PARISH OF EAST BATON ROUGE
EMPLOYELS® RETIREMENT SYSTEM

STATEMENT OF CHANGES IN PLAN NET ASSETS FOR THE YEAR ENDED DECEMBER 31, 2009
AND COMPARATIVE COMBINED TOTALS FOR 2608

Police 2009 2008
CPERS Guarantee Combined Combined
Trust Trust Total Total
{Memorandum Only)
Additions:
Contributions:
Employee 13,316,632 b 81,826 $ 13,398,458 12,863,784
Employer 27,150,202 149,179 27,299,381 26,244,658
Severance contributions from: employec 1,399,949 - 1,399,949 1,043,625
Total confributions 41,866,783 231,005 42,097,788 40,152,067
Investment income:
Net appreciation in fair value of investments 169,969,294 4,998,082 174,967,376 (304,510,708)
Inferest 3,352,087 2,363 3,354,452 5,540,589
Dividends 163,940 - 163,940 175,872
173,485,321 5,000,447 178,485,768 {298,794,247)
f.ess mvestment expenses 4,040,201 123,930 4,164,131 35272068
Net invesiment income before securities lending 169,445,120 4,876,517 174,321,637 {202,321,515)
Securities lending income:
Income {rom securities lending activities 19,065 - 19,065 36,063
Less borrower rebates/fees and related expenses 7,696 - 7,698 14,138
Nel securitics lending income 11,369 - 11,308 21,925
Net mvestment income 169,456,489 4,876,517 174,333 006 {302,299 590
Total additions 211,323.272 5,107,522 216,430,794 {262,147.523)
Deductions:
Beneflt paymenls 71,721,911 1,974,957 73,696,868 67,586,049
Relunds and withdrawals 2,016,840 4,406 2,021,304 2.092.580
Adminisirative expenses 1,216,718 275,630 1,492,348 1,359,073
Tolal deductions 74,935,409 2,255,053 77,210,522 71,038,302
Net inerease (decrease} 136,367,803 2,852,409 139,220,272 {333,185,825)
Net assets held fn trust
for pension benefils:
Beginning of year 714,150,718 19,288 279 733,438,997 1,0606,024,822
Iind of year $ 850,518,521 $ 22,140,748 5 872,659.269 § 733,438,997

See accompanying notes 1o {inancial statements
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NOTES TO THE FINANCIAL STATEMENTS

(1) PLAN DESCRIPTION

A, General Organization

The City of Baton Rouge and Parish of East Baton Rouge Employees’ Retirement System (Retirement
System/CPERS) is the administrator of a cost-sharing multiple-employer plan (the Plan). At December 31, 2009
the Retirement System provided benefits to employees of the following participating governmental employers:

City of Baton Rouge and Parish of East Balon Rouge (City-Parish)

District Attorney of the Nineteenth Judicial District

Last Baton Rouge Parish Family Court

Fast Baton Rouge Parish Juventle Court

St. George Fire Prolection District

Brownsfield Fire Protection District

Fast Baton Rouge Parish Fire Protection District No. &

Lastside Fire Protection District

Recreation and Park Commission for the Parish of East Baton Rouge (BRIEC)
Office of the Coroner of East Baten Rouge Parish

The Retirement System is considered a component unit of the financial reporting entity of the City of Baton
Rouge and Parish of East Baton Rouge (City-Parish) and is included as a pension trust fund in the City-Parish

Comprehensive Annual Financial Report. The accompanying {inancial statements reflect the activity of the
Retirement System.

Under Governmenial Accounting Standards Board (GAS) Statement No. 14, The Financial Reporting Fntity
(GASIZ 14), the definition of & reporting entity is based primarily on the concept of financial accountability. In
determining its component unit status, the Retirement System considered ihe lolowing:

e The Retirement Syster exists for the benelit of current and former City-Parish  and
participating employer employees who are members of the Retirement Systen;

e JFour of the seven Board members are elected by the employees who participate in the Plan;

e The Retivement Systenmy is lunded by the investment of contributions rom the City-Parish and
member employers who are obligated to make the conirtbuiions to the Retirement Systemn
basced upon actuarial valuations.

The Reiirement System itseli has no component unils as defined under GASD 14,

The Retirement System was created by The Plan of Government and is governed by a seven-member Board of
Trustees (the Board). The Board is responsible for administering the assets of the Retirement System and lor
making policy decisions regarding invesiments, Four of the frustees are clected members of the Retirement
System. Two are clected by non-police and non-fire depariment employees, and one trusiee cach is clecied by
the police and fire deparinent employees. The remaming membership of the Board consists of one member
appointed by the Mayor-President, and two members appointed by the Metropolitan Council.,
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EMPLOYEES’ RETIREMENT SYSTEM

NOTES TO THE FINANCIAL STATEMENTS

(1) PLAN DESCRIPTION, CONTINUED

A seneral Organization, Continued

Any person who becomes a regular full-time employee of one of the member employers becomes a member of
the Retirement System as a condition of employment, except in the case of newly hired employees of certain
participating employers who are mandated to enroll in a statewide retirement system. Contractual employees
may or may not become members, depending upen the provisions of their respective contracts.

Substantially all full-time non-police employees of the City-Parish and other member employers are covered by
the Retirement System, The Retirement System actuarially determines the contributions required to fund the
plan and collects the contributions as a percentage of payroll each payroli period. The Refirement System exists
{or the sole benefit of current and former employees of the member employers,

B.  Police Guarantee Trust (PGT)

The Police Guarantee Trust {PGT) was established as a separaie legal irust fund on Febroary 26, 2000 to provide
for payment of cerlain guaranteed lietime benefits for eligible police employees who transferred their
membership (o the Municipal Police Employees” Retirement System of Louisiana (MPERS) while refaining
certain rights in CPERS. When established, the Trust was funded lrom the original CPERS wust through a
trustee-to-trustee transfer, for the full actuarially determined amount necessary {0 pay all present and [ugure
contractually guaraniced benefiits fo cligible members and their survivors, The PGT 18 charged with all of its
direct expenses and charged wiih a percentage of indirect expenses at the rale of twenty pereent (209} for both
2009 and 2008, based on an adminisirative cost allocation sindy performed by an ouiside consultant. The PGT
funds are mvested similarly (o the original CPERS tust Tunds, with separaic investment performance
measurement, separate accounting records, and a separaie annual actuarial vahuation. The Retiroment Board is
responsible {for administering the assets and making investment policy decisions for the PGT.

. Membershin

At Decomber 31, 2000 and 2008, membership in the Retiromon System {CPERS trust only) consisted of:

2009 2008
Inactive:
Reiirees and beneficiavies cursently receiving benefiis 2.801 2,711
Vested terminated omployees 46 45
Peferred retirees 351 399
Total inactive 3.208 3,153
Active:
Fully vested 1,422 1,294
Nonvested 1.997 2,063
Total active 3419 3.357

Total Membership

6312
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NOTES TO THE FINANCIAL STATEMENTS

{1) PLAN DESCRIPTION, CONTINULED

C. Membership, Continued

The CPERS trust active members (vested and non-vested), inactives (retirees), beneficiaries currently receiving
benefits, and terminated employees entitled 1o benefits but not yet receiving them are categorized as follows:

December 31, 2009 Active
Inactive Vested Nonvested Total Active
Regular 2,068 1,032 1,395 2,427
BREC 133 70 367 437
Police 360 47 1 43
Fire 047 278 _234 _35i2
Pecember 31, 2008 Active
Inactive Vested Nonvesied Total Aciive
Regular 2,018 931 1,466 2,397
BREC 135 35 350 405
Police 366 44 3
_ 264 __ 244

Fire _ 636
55

B Benelity
Agn employee’s benefit rights vest after the employee has been a member of the Retirement System for 10 years.
Benefit payments are classified into two distinet categories: 1)) full retisoment benelits and 2.) minimum
chgibility benefits, The service requirements and benefits granted for cach category are;

oo Tull retiremient bene/its:
a. Granfed with 25 years of service, regardless of age.

b, Defined as 3% ol average compensaiion Simes the nunber of years of service,

2, Minimun eligibility benetits:

. Granted with 20 years of service regardless of age; or at age 55 with 10 years of service,
b. Defined as 2.5% of average compensation tmes the number of years of service.
Average coinpensation is deiermined by the highest average compensation in 30 successive months. In the case

ol mtcrrupled service, the periods immediately before and afier the interruption may be joined o produce 36
successive months. In cases of less than 25 years of serviee, the computed benefit amount is reduced by 3% lor
cach year below age 55, Benelits paid to employees shall not exceed 90% of average compensation.
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1) PLAN DESCRIPTION, CONTINUED

D.  Benefits, Continued

Pension provisions include both service-connected and ordinary disability benefits. In the case of a service-
connected disability, the disabled employee is entitied to receive 50 percent of average compensation, plus an
additional factor (1.5%) for each yvear of service in excess of ten years, In the case of an ordinary disability, ten
years of service are required to receive 50 percent of average compensation, or 2.5% (imes the number of years
of creditable service, whichever is greater. Survivor benefits are granted o qualifying surviving spouses of
service-connected disabilities, however, disability benefits cease at the death of the disabled empioyee who
retived with an ordinary disability.

Also included in pension provisions are death benefits whereby a qualifying spouse will receive 50 percent of the
refired employee's pension amount at no cost 1o the retiree. A service allowance retiree may also purchase an
optional benefit for a spouse or other designated beneficiary, which reduces the monthiy pension benefit by an
actuarially computed amount. Should an empioyee die before retirement, bul cither was eligible for a benefit, or
had attained 20 or more years of service, a qualifying spouse may receive an actuarially computed benefit based
on the employee's caleulated benefit. If the employee dies having less than 20 years of service, before reaching
retirement eligibility, the surviving spouse is enfitled to $600 per month until the earlier of death or remarriage,
phus 3150 per month for cach minor child (limited 1o $300), or a refund of the member’s retirement
contributions.

£, DROP

Deferred retivees (participants in the Deferred Retirement Option Plan (IDROPY) are employees who are cligible
for retirement, but have chosen 1o continue employment for a maximum of five years if the member has 25 vears
of creditable service, or three years if the membey has at least 10 but less than 25 years and is age 55 or older.
Pension annuitics are fixed for these employees and can never be incrcased, and neither employee nor employer
contributions are contribuied to the Retirement System on their carnings. DROP deposits for the amount of the
participant’s monthiy benefits are placed i a deferred reserve account until (he deferred retirement aption period
elapscs, or until the employee discontinues employment, whichever comes first. These accounts bear inferest
beginning with the date of the initial deposit for employees who fulfill the provisions of their DROP contract.
Faiture o fulfill these provisions, specilically to lerminate employment ¢t the end of the maximum [DROP
participation period, resulis in the cnforcement of certain penalty provisions, such as lorfeiture of interest and
dishursement of the balance of the DROP account o the member or (0 another qualifying pension plan. Five-
year participation in the DROP aficr 25 years of service is also a guaranteed bencfii available {o members who
transterred membership (0 MPERS (See Note 1.3). Because MPERS provides {or only a three-year DROP,
CPLERS puaranices the balance of DROP participation, noi 1o exceed the five-year maximum. Penally provisions
remain in place for these members as well. Due to legal requirements, the original CPERS trust DROP accounts
are maintained separately from Police Guarantee Trust (PGT) DROP accounts.

DROP deposits are included in plan net assets. The amounts of DROP deposits held in the original CPERS trust
DROP accounts and the PGT DROP accounts respectively as of December 31, 2009 were $172,719,175 and
$14,840,813. Yor December 31, 2008, the DROP accounts for the CPERS and PGT (rusts totaled $161,793,065
and 513,084,191 respectively. Members maintaining accounis in the original CPERS frust DRGOP and the PGT
DROP respectively as of December 31, 2009 totaled 1,274 and 132, For December 31, 2008, 1,240 and 130
members maintained DROP accounts in the two (rusts respectively.
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NOTES TO THE FINANCIAL STATEMENTS

)] PLAN DESCRIPTION, CONTINUED

¥.  Contribution Requirements

Contribution rates for each participating employer and its covered employees are established and may be
amended by the Retirement System’s Board of Trustees, with approval by the Metropolitan Council of the City-
Parish. The contribution rates are determined based on the benefit structure established by the Plan provisions,
For both 2009 and 2008, Plan members contributed 9.5% of their annual covered salary, which was the
maximum rate uncer Part IV, Subpart 1, Sec, 1:264A1(1). Participating employers are required Lo contribufe the
remaining amounts necessary to finance the coverage of their employees through periedic confributions at
actuarially determined rates. For 2009 and 2008, the City General Fund employer rates were 16.16% and
16.00% while the non-general fund and other employer rates were 21.44% and 21.77%. The City-Parish
provides annual contributions to the Plan as required by Section 9.15 of The Plan of Government of the Parigh of
East Baten Rouge and the City of Baton Rouge, which requires thal the Retirement System be funded on an
actuarially sound basis.  Adminisiralive costs of the Retiremen{ System are provided threugh investment
earnings.

(2) SUMMARY OF SIGNIFICANT ACCOQUNTING POLICIES

A, Basis of Accounting and Presentation

The Retirement System's financial statemenis are prepared on the acerual basis of accounting.  Coniributions
from the participating entitics and their employees are recognized as revenue when due, pursuant o ordinance
requirements, formal commitments, and statotory contractual requirements. Benefits and refunds are recognized
when due and payable in accordance with the texms of the Plan.

The financial statements present the CPERS trast and Police Guarantee Trust separately and combined {or 2009,
with memorandum combined fotals for 2008 presented for comparative purposes, The assets of cach trust can
only be used 1o pay expenses of that trust, and therefore the combined (otal columns are not comparable o a
consolidation, Infer-trust transactions have not been eliminated in the aggrepgation of this data,

B Estimates

The preparation of financial statemenis in conformity with accounting principles gencrally accepted in (he
United States of America requires management (o make estimaies and assumptions that alfeet the reporled
amounis of asseis and liabilitics and disclosure of contingent assets and liabilitics at the dafe of the financiai
statements, and the reported amounis of additions (o and deductions from plan nel assels during the reporting
peried. Actual results could difier [row those cstimates.

€. Method Used to Value Investments

CPERS” investments are reporled af fair value, as required by GASB No. 25, Financial Reporting for Defined
Benefit Pension Flans and Note Disclosures for Defined Contribution Plans as amended by GASB 50, Pension
Disclosures - an amendment of GASB Statements No. 25 and No. 27. Shorl-lerm investiments are reporied at
cos(, which approximales fair value. Securities traded on national or inlernational exchanges are valued at the
lasl yeported sale price al current exchange rates.  Investments (hat do nol have an established marketl are
reported al estimated {air value as determined by the custodian bank and verified by the Retirement System’s
investment consultant. The [air value of real cstale investmenis is based on quarterly independent appraisals.
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() SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

P.  Property and Equipment

Property and equipment are carried at historical cost. Depreciation is computed on the straight-line method over
510 25 years. Minor equipment and furniture acquisitions are charged to operations as capital outlays in the
period they are made. Deprecialion expense lotaled $21,273 and $30,459 for years ended December 31, 2009
and December 31, 2008 respectively.

(3 CASH AND INVESTMENTS

A.  Deposit and Investment Risk Disclosures

The information below presents disclosures of custodial eredit risk, credit risk, interest raie risk and forcign
currency risk as outlined by GASB Statement No. 40 Deposit and Investment Risk Disclosures.  These
disclosures are included for the purpose of informing financial statement users of the investment risks that could
affect the Retirement System’s ability 1o meet its obligations. CPERS® Board mitigates custodial eredit risk by
having the custodian hold securities in CPERS® name as a requirement of the custody contract.  CPERS’
investmend policy, as adopled by the Board, sets limits on interest rate risk by prohibiling investments in high
volatility and low quality rated securities.  However, interest rate risk is allowed at reasonable levels as
delermined and moenitored by the Sysicm’s investment consultant in order to allow the Plan the opportunity to
achieve satislactory long-tenin resulis consisient with its objectives. Because the financial statements present the
investments by asset ¢lass, and because CPERS has a substantial amount of investments in pooled investment
funds, the data in the tables way not categorically correlate directly with ihe invesimenis shown i the
statements, Standard & Poor’s rates investment grade securities, using AAA, AA, A, and BBB. Sccurities with
these ratings are considered “financially secure”, For non-investiment grade securitics, the ratings BB, 13, CCC,
CC, C, and 1D are used. These ratings indicate that the securily may be “vulnerable™ and as such, is regarded as
having vulnerable characteristics thal may outweigh ity strengiths,

B, Cash and Cash Equivalents

Al investments of the Retirement System are registered n the Retirement System's name, or held by the
custodian bank, iPMorgan/Chase, Baton Rouge, LA, or #ts intevinediaries in the Retirement System's name. The
System ulilizes & Shogt Torm Investunent Fund (ST administered by the custodian bank, IPMorgan/Chase,
which all uninvested cash balances of CPERS and fis full discretionary investment managers are automaiically
swept by the custodian into the JPMorgan US Government Money Market Fund, which is an unrated fund that
invests in high-guality, short-lerm securities issued or guaraniced by the US government or by US government
agencics and instrumentalities. Deposits in this fund are not insured by the FIDIC.

AL December 31, 2009, ihe carrying amount of the Relirement System’™s cash was $8,428,044 and the bank
balance was $8,580,293, of which $2530,000 was covered by Federal Depository insurance. The remainder was
collateralized by securities held by the System’s agent, JPMorgan/Chase, Baton Rouge, Louisiana, in a custodial
account in the Retirement System’s name. Al December 31, 2008, the carrying amount of the Retirement
Systenr’s cash was $7,732.306 and (he bank balance was $7,887,797, of which $250,000 was covered by Federal
Depository insurance and the remainder by securities held by the Systemt’s agent, JPMorgan/Chase, Baton
Rouge, Louisiana, m a custodial account in the Retirement System’s name.
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3) CASH AND INVESTMENTS, CONTINUED

C.  Shori-Term Investments

The System’s short-term funds may be invested in cash equivalent securities, which are defined as any fixed
income investment with Jess than one year to maturity with ratings by both Moody’s and S&P of A or better,
Money Market Funds, or custodian bank STIF or STEP (Short Term Exiendable Portfolio) funds.

B.  Investments

Section 9.15 of The Plan of Government of the Parish of East Baton Rouge and the City of Baton Rouge
authorizes the Retirement Board to have custody of, and invest the assets of the Pension Trust. As fiduciaries of
the Pension Trust, the Board developed and adopted The Total Plan Statement of Investment Policies and
Objectives, in which are set forth the guidelines for investing the Retirerent Systeny’s assels. The document sets
forth permissible investments summarized as follows:

Cash Equivalent Investments - US Treasury Bills, Commercial Paper, Repurchase Agrecments, Money
Market Funds, Custodian STIF and STLEP Funds

Currency Investments - Foreign Exchange Futures, Forwards, Swaps (applics (0 global or non-US managers
for hedging purposes)

Lguity Investments — US and Foreign Common and Preferred Stocks, Convertible Bonds, American
Depositary Receipls (ADR’s), and 144a Sccurtties

Fixed Income Investments ~ Bonds {Treasury, Corporale, Yankee), Moitgage-13acked Sceurities (CMO and
CMI3), Asset-Backed Securities, Trust Preferred Sceurities, Medium Term Notes, 1d4a Secaritics, and
Lquity Real Estate

The Retirement Syslem may auvthorize an agent 1o participate in sceuritics lending transactions on iis behalf,
avesiment in derivaiives, reverse repurchase agreements and other non-traditional types of investments are nol
specifically  authorized under the Board’s investment policy, however, in (he case of comnungled, or
peoled/mutual accounts, the provisions of the prospecius or Declaration of Trost take precedence,

Equity sceurities shall not exceed 5 percent of cost and 7 pereent of market value in any one company, and f{ixed
income shall not exceed 2.5 percent of cost and 3 percent of market value; however, the direet debt of the federal
govermment shall not be restricted as a percentage of the portfolio. No investmenis i any one organization shatl
represent 5 percent or more of the net assets available for pension benefits, and no single company’s sccuritics
shatl represent more than 5 pereent of the cost basis or 7 percent of the market value of any manager's portfolio.
There are no investments in loans o, or leases with, parties velated (o the Plan, Although the Board continued its
contractual relationships with outside third party invesiment managers during 2009 and 2008, (nal oversight of

imvestments and mvestment performance for both the original CPERS trust and the PGT remains with the Board.

Purchases and sales of investments are recorded on a trade date bagis. The Retirement System’s Statement of
nvestment Policies and Objectives prohibits the use of securities that use any form of leverage, or in which
inferest or principal position is tied to any prohibited {ype of mvestment.

CPERS utihizes various investment instroments, which by nature are exposed to a variety of risk levels and risk
types, such as interest vate, credit and overall market volatility. Due to the level of risk associated witls certain
investment securiies, it is reasonably possible that changes in the vatues of securitics will oceur in the near term,
and that such changes could materially alTect the amounts reported in the Statement of Plan Net Assets.
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(3) CASH AND INVESTMENTS, CONTINUED

D.  lnvestmenfs, Continued

The fair values of the Retirement System’s investments as of December 31, 2009 and December 31, 2008 are

shown in the table below:

Fair Value @ Fair Value @
Investment Type 12/31/20609 12/31/2008

Asset Backed Securities $ 4,887,092 § 4087454
Corporate Bonds/Notes — Domestic 21,524 112 19,636,325
Domestic Equities - Active Separate Accounts 54,691,927 35,704 544
Demestic Equiiies - Pooled Funds 280,299 016 215,492 495
Domestic Fixed Income - Pooled Funds 157,589,875 145,812,441
Emerging Markets Equitics 40,200,092 18,241,284
Equity Real Estate Fund 30,133,669 51,124,345
International Fixed Income 14,207,992 15,576,494
International Equity - Pooled Funds 198,539 835 145,558,704
Mortgage Backed Securilies 22,212,727 67,709,609
Short-Term Investment Fund 12,731,751 12,650,932
Uniled States Government Agencics 16,161,145 3,983,189
Unifed States Treasury Bonds 8,159,757 5,770,701

Total $ 871,339,890 % 741,348,577

¥,  Custodial Credit Risk

Custodial credit risk for investments s the rvisk that, in the event of (e failure of the counterparty 0 a
ransaction, a government will not be able 0 recover the vahue of investinent or collateral securities that are in
the possession of an outside parly. lxposure o custodial eredit risk arises when securities are vninsured, ox are
not registered in the name of the Retiremeni System, and are held by ¢ither the counierparty or the counterpar{y’s
trust department or agent, but not i the System’s name,

CPERS’ investments arve held by its custodian separaicly from the custedian’s asscis in the name of the
Retiroment System, and would not be adversely affected if the custodian were placed in recesvership.
Investments m exlernal invesiment pools, mutval funds, and other pooted investments are nol exposed 1o
custodial eredit risk because their existence 13 nof evidenced by sceurities that exist i physical or book-entry
form regnired by the Securitics and xchange Commission. CPERS had no custodial credit risk as of December
31, 2009 or December 31, 2008,
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3) CASH AND INVESTMENTS, CONTINULD

F.  Credit Risk

Credit risk is defined as the risk that an issuer or other counterparty to an jnvestment wilt not fulfill its
obligations. The standardized rating systems are a good 1ool with which to assess credit risk on debt obligations.
CPERS requires that debt obligations be investment grade at time of purchase (BBB / Baa or higher as rated by
Standard & Poor’s and/or Moody’s respectively). Securities that are later downgraded below investment grade
are required to be liquidated unless the investment manager and the investment consulfant deem it in the
System’s best interest to continue to hold the securities.

The following table can be used in determining CPERS? level of exposure (o credit risk as of December 31, 2009
and December 31, 2008 for fixed-income securities held in trust at the custodian bank. The *notl rated”
designation is applicable 1o medium term notes in default,

S&PMoody Fair Value @ 2069 EFair Value @ 2008
Rating 12/31/2009 Yo 12/31/2008 Yo

Government $ 12,320,123 16.9 § 9,947,033 9.8
Agency 18,253,376 25.0 53,359,507 52.7
AAA 20,692,671 284 18,687,957 18.5
AA 6,989,658 9.6 1,826,934 2.0
A 9354,142 12.8 13,088,212 12,9
BBB 3,676,260 5.0 4,162,742 4.1
BB 200,567 03| 52,088 -
L 47,824 0.1 - --
CCC ' 1,411,022 1.9
NR {not rated} 90 4 62,805

Total $ 72045733 | 100.0% $ 100,187,278 | 100.6%

The table above does not include Core-Plus and Absclute Return fixed-income strategies managed in pooled
accounts in which CPERS was invested during 2009 and 2008, For these conractual relationships, the
Peclaration of Trust decuments take precedence over CPLERSY investment policy, and CPERS' custodian bank
docs not have custody of the asseis in these accounts, Asscts in the Core-Plus fund had a December 31, 2009
fair market value of $82,136,574 and carried an average quality rating of A+, On the same date, e Abseluie
Return fund had a fair market valuc of $89,601,293 and carricd an average quality rating of BB+,

G, Concentration of Credit Risk

Concentration of credit risk is defined as the inability (o recover the value of deposits, invesiments, or collateral
securities i the possession of an outside party caused by a lack ol diversification. This form of risk arises when
an entily has one or more concenlraled investiments in a single issucr.  CPERS® Total Plan Statement of
Investmeni Policies and Ghjectives limits (e concentration in any one issucr to 7 percent of fair value. At
December 31, 2009 and 2008 the System had exposure of less than 5 percent in any single investment issuer,
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(3) CASH AND INVESTMENTS, CONTINUED

. Interest Rate Risk

Interest rate risk is defined as the risk that changes in inferest rates will adversely affect the fair value of an
mvestment. This risk is applicable 1o debt investments with fair vaiues that are sensitive 1o changes in inferest
rates. One indicator of the measure of inferest rate risk is the dispersion of maturity dates for debt instruments.

The 1ables below reflect the Retirement System’s domestic fixed-income investiments and maturities in actively
managed accounts al December 31, 2009 and December 31, 2008,

Pecember 31, 2009 Invesiment Maturities (in vears)

Investment Type Fair Value L.ess Than 1 1-5 510 > 10
US Treasurics $ 8159757 $ - 3 - 5 - % 8,159,757
US Gov'L Agencics 16,161,145 3,130,353 13,581,308 1,597,356 852,128
Morlgage Backed Sce. 22212727 6,300,882 347952 1,515,873 14,048,020
Corp. Bonds/Notes 21,524,112 68,508 12,582,978 5,070,427 3,802,199
Assel Backed Sec. 4,887 992 - 2,620,271 1,201,121 £,066,600
Total $ 72,945,733 $ 9,499,743 $ 26,132,509 8§ 9,384,777 $ 27,928,704

December 31, 2008 Investmeni Maturities {fna vears)

Investment Type FFair Value L.egs Than i 1-5 5. 10 = 14
US Treasuries $ 5,770,701 $ - 887,980 42,173,498 § 2700223
US Gov't Agencies 3,983,189 - 1,350,675 1,643,658 088,856
e Backed See. 67,709,600 15.437.970 1,527,235 482,754 50,261 641
Corp. Bonds/Notes 19,636,325 3 363,601 7,902,132 4,826,971 3,543,560}
Asset Backed Sce. 4,087,454 - 796,170 | 2,259,208 1,032 076
Total $ 101,187,278 $ 18,801,640 $ 12,464,192 $ 11,386,089 $ 58,535,357

The tables above do not include Core-Plus and Absolute Return fixed-income strategies managed in pooled

accounts in which CPERS invested during 2009 and 2008.

IFor these contractual refationships, the Declaration

of Trust documents lake precedence over CPERS™ investinent policy, and CPERS? custodian bank does noet bave
custody of the assets in these accounts.  The fair value of CPERS share of the Core-Plus account tolaled
82,136,574 with an average duration of 4.06 years, while the Absolute Return account totaled $89,661,293 with
an average durafion of 2.35 years.

. Forcign Curreney Risk

Foreign currency risk i the risk that changes in exchange rates will adversely alfect the fair value of an
mvestment or deposit. CPERS’ investment policy sesiricls equity investments (o securitics that are U.S. deliar
dencminated and are regislered with the SEC. Although foreign exchange Tutures, {orwards and swaps are
permissible for those managers with non-US or glebal mandates, at December 31, 2009, CPERS had no
investments allocated in foreign curtencics m non-pooled accounts of either fixed-income or equity managers.
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NOTES TO THE FINANCIAL STATEMENTS

(4) SECURITIES LENDING PROGRAM

The System has authorized JPMorgan/Chase Bank to act as agent in lending the System’s actively managed
securities to approved broker-dealers (borrowers) through a Securities Lending Agreement for Non-ERISA
Accounts. The terms of the agreement require the borrowers 1o deliver collateral against each loan for no less
than a.} 102% of the market value of the loaned securities if the loaned securities were not foreign securities, b.)
105% of the market value of the loaned securities if the loaned securities were foreign securities, or ¢.) approved
letters of credit.

IPMorgan/Chase Bank managed cash cellateral received on the securities loaned in a separale coliateral account
for the System. The income generated from the collateral is allocated among the banlk, the borrower, and the
System in accordance with the contract. The System also receives non-cash collateral including US treasuries,
government sponsored enderprises and federal agencies, mortgage backed securities (MBS), corporate bonds,
asset backed sccurities {ABS), money market imstruments, municipal securilies, and private label mortgage
backed sccuritics and collaieralized mor(gage obligations (CMQO). However, the System does not have the
ability to pledge or seli these non-cash securiiies; even in the event of defaull. Both the Sysiem and the
borrowers maintain the right (o terminale securities lending frangactions. Therefore, the securiiies loaned did nof
generally match the duration of the investments made with cash collateral.

In December of 2008 the System imposed a restriction on JPMorgan/Chase whereby the securities fending limit
was capped at $5,000,000 until further notice. In the event of a failure or default on the part of a borrower, the
ageni contractually agrees 1o act in the best interest of the System in executing loan collateral on bebalf of the
System. There were two names in the security holdings ihat defaulted in 2008 — Lehman Brothers and Sigma
Finance Corporation. There were no new defaulis in 2009, To protect the mterest of its clients, in September of
2008 IPMorgan/Chase categorized the security holdings and placed them in three newly created funds. The
gread majority of CPERS’ holdings are traded from this fund, and (he investments of any new securiiies lending
clients are designated exclusively for this fund. The Segregated Fund was created lor seeurities that were under
Hquidity pressure in the investiment market, Some of these securitics had been downgraded, but there had been
no defaults. These sceurities are predominantly asscl-backed sccurities and debi of various insurance providers.
A large porcentage of these obligations have matured and paid the face amount (o ihe helders. The others
continue (o pay down principal and interest, but maturity dates are regularly extended beyond ihe original stated
maturiiy daies at the time of issuance. When investments 1n this fund mature, the proceeds become part of the
ariginal obligation. At December 31, 2009, these consisied of only Lehman Brothers and Sigma Finance
Corporation in the agaregaie amouni of $99.152. The mclusion of these sceuritics has a negative impact on both
net asset value and portfolio yield.

At December 31, 2009 and December 31, 2008 the System had no credit risk exposure 1o borrowers because the
amounis the System owed the borrowers exceeded the amounts (the borrowers owed the System. The collateral
leld on those dales respectively was valued at $4,654,585 and $4,721,706 and the market value of the sceurities
on loan was $4,560,142 and $4,628,870 respectively.  The cash portion of the collateral is reflected in the
Statement of Plan Net Asscls.

The table on the lollowing page shows the Decamber 31, 2009 and December 31, 2008 fair value of the
securities loaned and the {air value of the collateral held, categorized by sceurity type.  Cash coliateral of
$4,054,585 consists primarily of Bquity Short-Term Sccurities and Government Shoirt-Term Securities,
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CITY OF BATON ROUGE AND
PARISH OF EAST BATON ROUGE
EMPLOYEES’ RETIREMENT SYSTEM

NOTES TO THE FINANCIAL STATEMENTS

4) SECURITIES LENDING PROGRAM, CONTINUED

Fair Value of

Fair Value of

Fair Value of

Fair Value of

Securities Collateral Securities Collateral
Security Type Loaned Held Loaned Held
at 12/31/2009 | af 12/31/2009 | at 12/31/2008 | at 12/31/2008

Equity Short-Term Securities

$ 1,493,200

$ 1,524232

$ 768,006

b 783,857

Corporate Bend Short-Term Securities

Corporate Bond Fri-Party

3,130,353

3298640

3,363,661

Government Short-Term Securities 3,066,942
Government Letters of Credit e - -
Government Tri-Party - - 562,224 574,188

Total

3 4,560,142

$ 4,654,585

$ 4,628,870

5 4.721,7006

5) FUNBED STATUS AND FUNDING PROGRESS - CPERS
Actuarial UAAL as a
Actuarial Actuarial Accerued Unfunded Annual Percentage
Yaluation Value of Liability AAL AAL Funded Covered of Covered
Date Assets Entry Age (UAALY Ratio Payroll Payroil
{a) )] {b-a} (a/h) () {{b-a}e)
12/31/08 1§ 997853412 | $1,270.104,552 | § 272,251,140 78.6% | §$ 131,041,421 207.8%
P2/33/09 | $1,002,378,598 | $1.350,074.067 | $ 347,695,469 74.3% | $ 136,119,407 255.4%

The Schedule of Funding Progress, presenied as required supplementary information {RSH following the Naotes
to the Financial Statements, present muitiyear trend information about whether the actuarial values of plan assets
are nereasing or deoreasing over thne relative to the AAL Tor benelits.

Additional information as of the December 31, 2009 actuarial valuation follows:

Actuarial cost metbod:

Amaortization method:

Remaimng amortization period:

Asset valualion method;

Actuarial assumplions:
Investment rate of relum:
Projected salary increases:
Aggregate payroll growth:
COLAs

inflation assumpiion:

Individual Fniry Ape Normal Actuarial Cost Method with UAAL {1}

level percentage of payrol with 30-year open amortization

30 years

Lxpecied Value Method with 20 percent of gains/losses recognized cach year

7.5 percent compounded annually {2)

3.5 percent compounded annually, plus longevity and ment inercases (3)
2.5 pereent compounded amually

None

3.5 percent (4)

(1) For 2008 the Aggregate Entry Age Normal Actuarial Cost Method was used

(2) For 2008 the Investiment tate of return was .75 percent compounded annually

(3) Tor 2008 the projected sakary increases were assumed 1o be 3.75 porcent compounded annually
(4) For 2008 the inflalion assumption was 3.75 percent
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CITY Of BATON ROUGL AND

PARISH OF EAST BATON ROUGE
EMPLOYEES® RETIREMENT SYSTEM

NOTES TO THE FINANCIAL STATEMENTS

(%) FUNDED STATUS AND FUNDING PROGRIESS - PGT

Actuarial UAAl asa
Actuarial Actuarial Acerued Unfunded Annual Percentage
Valuation Value of Liability AAL AAL Funded Covered of Covered
Date Assets Entry Age (UAAL) Ratio Pavroll Payrell
() (b) (b-a) (a/b} (©) {(b-a)/c)
12/31/08 $ 27,725,379 $ 33,196,793 $ 5,471,414 83.5% $ 20,084,707 27.2%
12/31/09 $26,874,490 $ 33,723,310 $ 6,848,820 79.7% 518,836,479 36.4%

The Schedule of Funding Progress, presented as required supplementary information (RS1) fotlowing the Notes
to the Financial Statements, present muitiyear trend information about whether the actuarial values of plan assets
are increasing or decreasing over time relative 10 the AAL for benefits. The above Wnformation presented is
based on the entry age actuarial cost method. 1t is intended to approximalte the funding progress of the PGT plan.
The aggregate actuarial cost method is used for the PGT plan for funding purposes,

Additienal information as of the December 31, 2009 actuarial valuation follows:

Agpregate Actuarial Cost Method
Expected Value Method with 20 percent of gains/tosses recognized cach year

Actuarial cost method:
Asset valuation method:
Actuarial assumpltions:

Investment rate of retorm: 7.5 percent compounded annually (1)

Projected salary increases: 3.5 percent compounded annually, plus Jongevily and meni mereases (23
Aggregale payroll growth: N/A
COLAs None

Inflation assumption: 3.5 pereent (3)

(1} For 2008 the Investment rate of return was 773 pereent compounded ansuatly

(2 For 2008 the projected salary increases were assumed (0 be 3.75 pereont compounded annually
(3 Tor 2008 the inflation assumption was 3.75 percent

{6} CONTINGENCIHES

The System is defendant (o several lawsuits, and is subject (o claims of various partics for which the outcome s
uncertain, As of the date of these Nnancial statements, these matters are not expected fo have a material impact
on the financial condition of the System.
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Required Supplementary Information

CITY OF BATON ROUGLE AND
PARISH OF EAST BATON ROUGE
EMPLOYEES® RETIREMENT SYSTEM

REQUIRLED SUPPLEMENTARY INFORMATION

SCHEDULES OF FUNDING PROGRESS

CPERS TRUST

Actuarial
Actluarial Acerued Armual UAAL asa
Actuarial Value of Liability Unfunded Funded Covered Percentage of
Valuation Assets (AAL) AAL Ratio Payroll Covered Payroll
Date (a) (b} {b-a} (a/b}) {c) ((b-a)/c)
12/31/06 $ 786,941,507 $ 855,994,379 $ 69,052,872 91.9% % 99,510,155 69.4%
12/31/01 % % 813,971,773 $ 902,821,264 } 88,843,491 90.2% $ 102,793,456 86.4%
12/31/02 $ 818,150,788 3 947,726,617 $ 129,575,829 86.3% $ 101,339,785 127.9%
12/31/03 $ 847,227 425 $ 985,671,695 $ 138,444,270 86.0% $ 106,240,559 130.3%
12/31/04%% $ 883,663,240 $1,057,269,629 $ 173,606,389 83.6% $ 109,887,349 158.0%
12/31/05 $ 924,904,837 $1,111,081,729 $ 186,176,892 83.2% $ 115,559,703 161.1%
12/31/06 $ 979,597,562 $1,103,175,147 $ 183,577,585 84.2% $ 120,667,013 152.9%
1273107 $1,020,575,797 $1,206,648,213 $ 186,072,416 84.6% $ 123,524,590 150.6%
12/31/08 $ 997,853,412 $1,270,104,552 $ 272,251,140 78.6% $ 131,041,421 207.8%
12/31/69 $1,002.378.598 $1,350,074.067 $347.605,469 74.3% $ 136,119,407 255.4%
PGTTRUST®
Actuarial
Actuarial Acerued Annual UAAL asa
Aciuarial Value of [iability Unfunded Funded Covered Percentage of
Valuation Assoels (AAL) AAL Ratio Payroell Covered Payroll
Date (a} {b) (b-a) ah) (c) ((b-a)fc)
12/31/00 $ 25,684,328 $ 18,760,720 $(6,923,608) 136.9% $ 22,530,785 (30.7)%
12/31/0) %% 424,815,273 $ 18,620,335 $ (6,185,938) 133.2% $ 20,020,112 (29.6)%
12/31/02 § 25,481,771 § 20,457 991 $ (5,023.780) 124.6% $ 19,793,300 (25.4)%
12/31/03 526,468,255 $ 21,765,022 $ (4,703,233 121.6% $19,324 588 (24.3)%
12731704 %% 27588419 $ 23978260 $ (3,610,169} 1715.1% $ 20,587,122 {(17.53%
12/31/05 $ 27,317,297 $ 24,728 066 $(2,3589.231) 110.5% $ 19,964,426 (13.0)%
12/31/06 $ 28,273,508 $26,372.573 $(1.901.325) 107.2% § 20,507,475 £9.3)%
12734407 $29.042317 % 28,724 481 $ (317.838) 1% 319,754,110 (1.6)%
12731408 $ 27,7125 379 $ 33,196,793 $ 5471414 83.5% $ 20,084,707 27.2%
12/31/09 $ 26,874,490 $ 33,723,210 3 6,848,820 79. 7% $ 18,836,479 36.4%
¥The PGT Trust uses the agpregate actuarial cost method, therefore the above schedule of funding progress is prepared using, the

enlry age actuarial cost method. The purpose of this disclosure is 1o provide mformation that serves as a surrogate for the funding
progress of the plan

#*Results reflect the impact Asset Valuation Method change deseribed in Summary of Actuarial Assumptions and Methods
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Reguirved Supplementary Information

CITY OF BATON ROUGE AND
PARISH OF EAST BATON ROUGE
EMPLOYEES® RETIREMENT SYSTEM
REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULES OF EMPLOYER CONTRIBUTIONS

CPERS TRUST

Annua)
Required Percentage
_Year Ended Conmtribution Contributed
b
12/31/00% 11,240,695 121%
12/31/01 13,708,997 84%
12/31/02%% 16,110,422 75%
12/31/03 18,479,710 79%
12/31/04%% 19,623,023 90%
12/31/05 20,785,669 99%
12/31/06 22,129,069 108%
12/31/07 22,431,367 112%
12/31/08 22,931,211 114%
12/31/09 29,050,693 94%
Flhese results are adjusted (o reflect the impact of the Febroary 26, 2000 police transfers out (o MPERS and the actuarial

assumption changes adopied by the Retirement Board.

R esulls refleet the impact of Asset Valuation Mcthod change deseribed in the Summary of Actuarial Assumptions and Methods

POLICE GUARANTEE TRUSYT

Annual
Required Percentage
L Yea Ended Contibution LLontribuied
3

12731400 %
12731701 -0
F2031/02 e
12031703 22,283 100%
12/31/04 112913 74%
12731405 127,781 74%
12/31/06 367,957 34%
F2/31/Y7 124,607 69494
12/31/08 215,291 59%
12731400 479 630 31%

Note: Police Guarantee Trust was fully funded at inception eflective February 26, 2000,
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Required Supplementary Information

CITY OF BATON ROUGLE AND
PARISH OF LAST BATON ROUGE
EMPLOYEES® RETIREMENT SYSTEM
REQUIRLED SUPPLEMENTARY INFORMATION
NOTES TO THE SCHEDULES OF TREND INFORMATION

The information presented in the previous two schedules was determined as part of the actuarial valuations at the date indicated.
Additional information as of the latest actuarial valuations is shown on this page and the following page.

CPERS TRUST

Valuation dale December 31, 2009

Valuation method Individual Yintry Age Normal Actuarial Cost
Method with Unfunded Aclvarial Accrued Liability,

Amortization method Level  percentage of  payroll, 30 year open
amortization method using payroll growth of 2.5%
per annum,

Remaining amortization period 30 years
Asset valuation method Market value as of January 1, 1996. Beginning

Fanuary 1, 1997, adjusted Market Value with 20%
unrcalized gaing (losses) recogmized cach  year,
Beginming  Janvary [, 2002, Dxpected Value
Method, with 20% of investment gains or (losses)
recognized cach year,

Actuarial assunpiions;

Invesoment rate of return 780%F (1)
Projecied salary increases 3.50%% plus longevity/merit (2)
Appregate payroll srowth 2.50% % {3)

* compounded annually and including inflaiion of 3.50%

{1} revised from 2008 assumption of 7.75%
(2) revised from 2008 assumption of 3.75%
(3) revised from 2003 assumption of 5.0%
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Required Supplementary Information

CITY OF BATON ROUGE AND
PARISH OF EAST BATON ROUGE
EMPLOYEES’ RETIREMENT SYSTEM

REQUIRED SUPPLEMENTARY INFORMATION

NOTES TO THE SCHEDULES OF TREND INFORMATION - CONTINUED

POLICE GUARANTEE TRUST

Valuation date

Valuation method

Amortization method
Remaining amortzalion period

Assel valuation method

Actuarial assumptions:
Invesiment rate of refurn
Projected salary increases
Agaregate payroll growth

* compounded amnually and including inflation of 3.50%

(1) revised from 2008 assumpiion of 7.75%
(2) revised from 2008 assumpiton of 3.73%

December 31, 2006

Aggregaic  Actuarial Cost Method (Does notl
identify or separately amortize unfunded actuarial
liabilitics)

N/A
N/A

Market value as of January 1, 2000 and January 1,
2001, Beginning January i, 2002, adjusted Market
Valie with 20% ol unrealized pgains or {losses)
recognized each year,

7.50%% (1}
3.50%* plus lengevity/merit (2)
N/A
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Supporting Schedules

SCHEDULES OF ADMINISTRATIVE EXPENSES

FOR THE YEARS ENDED DECEMBLER 31, 2009 AND 2008

Police 2009 2008
CPERS Guarantee Combined Combined
Trust Trust Total Total
Salaries:
Salaries - regular $ 537,336 % 139,335 696,671 % 607,267
Other compensation - student worker 23,968 5,992 29,960 21,247
Other compensalion — aulo allowance 3,855 964 4,819 4,837
Related benefits 190,141 47,543 237,684 223,321
Total salaries 775,300 193,834 969,134 856,672
Travel and (raining expenses 17,437 4,464 21,001 27,313
Operaling services:
Dues and memberships 2,008 502 2,510 2,905
Utilities 9,399 2,350 11,74% 19,060
Custodial and extermination 12,501 3,125 15,626 14,515
Printing and binding 9,065 2,325 11,390 10,489
Telephone 4,776 1,198 5,974 5,796
Postage 14,084 3,521 17,605 19,723
Insurance 9.315 2,329 11,644 11,454
Repairs and maintenance - buildings 7,129 1,782 8,911 15,176
Repairs and maintenance - office cquipment 8,748 2,187 10,935 9,581
Total operating services 77,025 19.319 Q6,344 108,699
Supplics 10,505 2,641 13,140 22,304
Professional services:
Accomting and auditing 15,537 3,884 19,421 18,097
Jegal 124,412 14,361 138,973 88,000
Actuarial 100,121 15,2306 115,357 60,104
Other professional 75,011 17,291 52,302 153,455
Total professtonal services 315,081 50,972 306,053 320,556
Depreciation oxpense 21,273 - 21273 30,459
Capital outlay 16,575 4,400 20,975 -
Other expenses (revennes) {16,478) (16,478} (6,930)
Total administrative expenses $ 1216718 % 275,630 8 1,492.348 % 1,359,073

Sec accompanying independent auditors” report.
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SCHEDULES OF INVESTMENT EXPENSLES
FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008

Fixed income:
Fixed Income - Domestic i
Fixed Income - Inlernational
Real Estate Investments

Total fixed income

Equily Securities
Equities - Domestic
Equitlies - international

Toial equity sccurities

Cusicdian {ces

Advisor Tees

Total investment expenses 5

Police 2009 2008
CPERS Guarantee Combined Combined

Trust Trust Total Total
1,104,264 % 45496 % 1,149,760 495,302
86,528 3,818 90,346 45,036
405,177 - 405,177 576,369
1,595,969 46,314 1,045,283 1,116,707
1,162,290 12,385 1,174,675 953772
1,126,246 29.466 1,155,712 1,252,661
2,288,336 41 85] 2,330,387 2,206,433
43 696 4,763 48.461 64,128
1§2,000 28,000 140,000 140,000
4,040,201 § 123,930 % 4,164,131 3,527,268

Sce accompanying independent auditors’ report.
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SCHEDULES OF PAYMENTS TO CONSULTANTS
FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008

Police 2009 2008
CPERS Guarantee Combined Combined
Trust Trust Total Total
Accounting and Auditing 3 15,537 % 3,884 & 19421 § 18,997
Auditors -
Postlethwaile & Netterville
Legal 124,412 14,561 138,973 88,000
Legal Counsel -
Law Offices of Randy P. Zinna
Actuarial 100,121 15,236 115,357 60,104
Acluary -
Stanley, Holcombe & Associates, Inc.
Other Professionals: 75.011 17,291 92,302 153,455
Medical Examiner -
. 1. Scimeca, Ir., MDD,
Computer Consultant -
Relational Systems Consultants
Graphics and Editorial Consulant -
JoAnne McMullen
Cost Altocation Consultant -
MAXIMUS, Inc.
Total $ 315081 S 50,972 % 306,033 § 320556

A schedule of brokerage comumissions paid is shown on page 73,

See accompanying independent auditors” report.
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June 1, 2010

Board of Trustees

City of Baton Rouge and Parish of East Baton Rouge
Employees’ Retirement System and Police Guarantee Trust
P.0. Box 1471

Baton Rouge, LA 70821

The volatility in the markets that began in 2008 continued through 2009 with a material difference: 2009°s volatility was on the up-
side. The markets struggled in the first quarter of the year, and in mid-March the U.S. stock market reached the official ‘low point’
from which the rally began. The markets took off and kept going through the end of the calendar year and beyond. The S&P 500
finished the year with a return of 26.5%. Small Cap Stocks, represented by the Russell 2000 Index, earned a 27.2% return. On the
non-U.8. side, stocks in the EAFE {Europe, Asia and Far East) Index turned in 31.8% for the year. All of these index returns pale in
comparison to the Emerging Markets which - hit hard in 2008 — rebounded strongly with a return of 78.5%. In the bond and credit
markets, corporate spreads tightened and the Barclays Aggregate Index generated a 5.9% retum, while High Yield bonds had a big
rebound with a 58.2% return for the vear.

What happened? It all started back in 2007, with the collapse of the subprime market in the second half of the year. The markets
stumbled through the first half of 2008 and then went into a tailspin in the second half. Massive government intervention took place
with coordinated central bank activity arcund the globe working to reinvigorate economies. These efforts seem at this peint to have
been beneficial, as investors realized ‘the world was not going to end’ and that their fears had been overdone. Signs of recovery
continue to be seen, though with high unempioyment and huge government deficits there remain reasons to worry. Perhaps the worst
is behind us, but the road to recovery will be long and chalienging.

On December 31, 2009, the CPERS portfolio had a market value of $839.0 million. Assets in the Police Guarantee Trust totaled $21.7
million. For the 12-month pericd, CPERS returned 25.43% and for the trailing three years, the fund was down -2.21%. Over the last
five years, the fund generated 3.32%. For the year, the Fund outperformed its benchmark by over 5%, and turned in a 13" percentile
ranking in its peer universe. Owver these same 1- and 3-vear periods, the Police Guaraniee Trust eamed returns 28.47% and -1.37%,
respectively. For the five-year period, the PGT carned 3.46%. The two portfolios are invested similarly, but the funds’ sizes dictate
implementation dilferences, resulting in return dispersion between the two,

The whipsaw action of the markets over the last two years have offered many challenges for investors. In 2008, there was nowhere to
hide and the basic tenet of Modern Portfolie Theory — diversification — failed investors miserably across the board. A flight to quality
resulied m 1.5, Treaswrys being one of the few asset classes with positive performance in the year. In 2009, risk was strongly
rewarded, and U.S. Treasurys was one of the few asset classes with negative performance in the year. The point here is that, while
diversification did not work quite as well as we’d hoped in *08, it remains a critical component of portfolic strategy going forward.
We can’t predict the world’s markets, and we don’t know what the future holds for us in economic, social or political terms.
Therefore it seems (hat the prudent thing to do is to diversify one’s assets across a number of asset classes and strategies. We have
been working with the Board to further the diversification of the CPERS Trust and improve the risk-return tradeoffs in the portfolio.
We look forward to implementing these refinements and expect this process to take place over the next several quarters.

In closing and as always, we here at Swmnmit Strategies Group are proud to be your partners and sincerely appreciate your continued

trust and support.

Sincerely,

JUUA Gl

Mark A, Caplinger, CFA
Senior Vice President
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Investment Section

STATEMENT OF INVESTMENT POLICIES AND OBJECTIVES

Imvestment Goals and Objectives

This Statement of Investment Policy serves ag the official communication regarding (he investment practices of the Employees’
Retirement System of the City of Baton Rouge and Parish of East Baton Rouge (“CPERS™). This document outlines the goals,
objectives, responsibilities and restrictions so that there is a clear understanding of the policies of the Plan by the Board of
Trustees, Investment Committee, Staff, Investment Managers, Investment Consuliant, and Custodian. In addition, this document
provides the Board a meaningful basis for the evaluation of the investiment performance of the individual Investment Managers
and the Plan as a whole, measusing each relalive (0 a set of clearly defined investment objectives,

Based on general beliefs about the long-term investment returns available from a well-diversified and prudently invested portfolio,
the Board has adopted a targeted total annualized return objective which, over time, meels or exceeds ils assumed actuarial rate of
return on assets. This {otal return objective will be periodically evaluated by the Board to determine whether it remains relevant
given the then-prevailing capital markel conditions and the System’s financial position,

Asset Allocation
CPERS® Asset Allocation will be the primary tool used to achieve the (otal return objective, In order (o achieve a specified rate of
retarn for the Plan, the Board relies on prevailing financial theory at that point in time, which currently is an investnent strategy

utilizing an appropriate long-tenmn diversified assel allocation model,

Based on its determination of an appropriate risk posture and its asseciated long-ferms return expectations, the Board has adopled
the following Asset Allocation Policy for CPERS.

Asset Class Minimum Allocation | Targei Allocation | Maximum Allocation
Public Equities - GO% 65% 0%
________ US Large 7 25%
US Non-large ' ' 15%
US & Infernational 25%
Public I'ixed Income 30% 35% 40%
US & International 0% oo
Public Real Estate 3%

Rebalaneing

In order io maintain its Asset Allocation stralegy, a rebalancing program is necessary. Using the policy targets and bands staied in
the previous section, a rebalancing event will be niggered whenever the aggregate equity, apgregate bond or real estate allocations
exceed eiber thelr apper or lower band, AL this ponl, the portfolio will be rebalanced across all asset classes (o the target
allocations (o the exient possible without generating undue transactions cosis.

Performance Evaluation and Review

It is necessary and appropriate to mainiain a long-term perspective in evaluating the success of the System’s investinment prograni.
However, shorler-lenm evahuations are also Important, On a quarterly basis, the Committee will review actual investment results to
ensure that the System’s Assel Allocation is within policy ranges, and that the Investment Managers are maintaining their
respective diseiplines and meeling expectations.

The Total Fund performanee will be measured relative to an appropriately weighted benchmark of relevant broad market indices,
referred 1o as the Policy Index. Based on the current assetl aHocation mix and investment manager structure, the Policy Index in
the following table will be uiilized for performance measurement purposes.
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STATEMENT OF INVESTMENT POLICIES AND OBJECTIVES (CONTINULD)

Asset Class Target Allocation Index
Domestic Equity 40% Russell 3000
International Equity 25% MSCI EAFE
Fixed Income 30% Barclays Capital Aggregate
Real Estate 5% NCREIF

While the Total Fund is measured against this Policy Index, individual Investment Managers will be measured against appropriate
style indices, and also relative to an appropriate peer universe, as delermined by the System’s Investment Consullant. Based on
the current Investment Manager struciure of the System, the indices and peer groups in the following table will be used for
performance measurement purposes.

Asset Class/Style Index Peer Universe
Equity
Large Cap Core Russell 1000 Large Cap Core
Small Cap Value/Growih Russell 2000 Value/Growth Small Cap Value/Growth
International Value/Growth MSCI EATE Value/Growth International Equity Value/Growth
Emerging Markets MSCI EAFE Emerging Markets Emerging Markets
Fixed Income
Core/Core Plus/Absolule Return Barclays Capital Aggregale Core/Core Plus/Absoluic Return
Pubiic Real Lstate NCRIJEF Private Real Fstate

It s recognized that asset classes and investment styles within asset classes go in and oul of favor, Therefore, shor(-term
examination of each manager’s performance wilt {ocus on style adherence, duration, peer comparisons and style benchmarks. The
long-termy objective for cach active investment manager is (o add value, net of fees, 1o ils specified broad market benchmark, For
these purposes, long-term is defined as a full market cycle, generally thought to be a 3 1o 3 year period.

Investment Manaeer Responsibilities and Conmmunicationy

The Investmen! Managers are to manage the assets in aceordance with the statutory requirements, policy puidehines and objectives
expressed herein, No deviation is permitied unless the ability to do so is given in a separate wrillen agrecment.  Investmend
Managers will communicate portiolio valuation and transaction listings on a guarterly basis 1o the Plan’s Stafl and Investunent
Consultant and at Teast amually report {o the hrvestment Comnnitiee investment performance relative (o the Fund’s policy and
objectives, mehuding levels of income and capital appreciation and securitics held.

fnternal Cash Management Investment Guidelines

The daily cash balances of CPTIRS are mvested in a Short Term Investiment Fund (STIF) managed by the custodian bank. The
ST used must be reviewed by the Consulant for adherence to the Fund's risk/return profile and list of approved investments and
pre-approved by the Board, B is understood that the ST may be a commingled investment type and as such would be governed
by terms delineated ni a prospectus for the fund.

Permissible Investmenis

The Board recognizes that nisk, volatility, and the possibitity of loss in purchasing power are represented 1o some degree in all
types of mvestment vehicles. While high levels of risk are o be avoided, as evidenced by high volatility and low quality rated
sceurities, the Board recognizes that a prudent level of risk s necessary in order (o allow the Plan the opportunity o achicve
saltisfactory long-term results consistent with its objectives.

The fund will be invested in 2 manner consistent with all applicable local and State laws, Jnvesthents may not be made in any
investment that 1s prohibited by the Internal Revenue Service, the Department of Labor or statutory restrictions,  CPERS’ assels
may be held in separate accounts, commingled funds or limited partnerships. 1 held ina commingled [und or limited partnership,
the prospectus, Declaration of Trust, or offering document takes precedence over this document.
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With the exception of Privale Real Lstate, all assets selected within any portfolic must have a readily attainable market value, and
must be readily marketable. In order to provide the investment managers with flexibility 1o invest in various types of assets, the
following list of assets are among those approved for investment.

Cash Equivalents:

U.S. Treasury Bills

Commercial Paper/Repurchase Agreements
Money Market Funds

Custodian STIF and STEP Funds

Currency Investments:
Foreign exchange futures, forwards and swaps (applies exclusively 1o those managers with non-US or global mandates, that may
utilize these instruments for currency hedging purposes only)

Lquities:

U5, and Foreign Common Stocks

U.S. and Foreign Preferred Stocks (rated A or highes)
Convertible Securities, including Debentures
American Depository Receipls

1444 Securiiies

Domestic fixed Income:

U.S. Treasury and Agency Securities {Nofes and Bonds)

U.S. Corporale Notes and Bonds

Trust Preflerred Securiiics

Medium Term Notes

Yankee Bonds

Mor{gage Backed Securities including Collateralized Morigage
Obligations (CMOs) and Commercial Morigage Backed Securities (CMBs)
Assel Backed Securities

144a Securitics

Real Estate:

The system may [rom time o time invest i open- or closed-end commingled funds or limited parerships that invesi iy real
estate. These funds will i turn invest primarily 1o cquity real estaic investments. Leverage within these vehicles is permitied, 1o
be consistent with the strategy and in accordance with the prospecius or offering documents of each vehicle, Other than such
property as it may elect o purchase and occupy for use as administrative offices, CPERS will not invest divectly in real estate as
cither an cquity owner or lender.

Resivicted Invesiments

Categorics of investments that are not eligibie for investment nrclude, but are not limited to, the following:

Fuiures ad option (ransactions (excepl for those used for bona {ide currency hedging purposes or as otherwise expressly
permitted);

Leverage is not permitled in any portfolio, with the exception of Private Equity Real Estate as provided for in its associated
offering documents;

Leveraged derivative securities, including but not Himiled 1o Mortgage 10s or POs, inverse floaling rate notes, or strucfured notes
are not permitled,  Unleveraged floating raie sccurities are atowed but interest payments must be linked to indices within the
portfolio’s scope.

Short sales or margin transactions;

Investments in commoditics or commodity contracts;

Pireet loans or extension lines of credit (o any interested party;

Letter stock;

Unregistered scourities and privatle placements (except those securities regulated by SEC Rule 144A or otherwise speeifically
permitied by the Boeard).
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In the event that an investment manager desires 1o ulilize any type of securily or investment sirategy not expressly permitted in this
policy, it is the responsibility of the manager to reguest authorization from the Board in advance of so doing. Any losses in
principal in a CPERS’ portfolio as a result of a manager having o liguidate any non-approved investments that are purchased for
the portfolio will be borne by the manager.

General Cash and Cash Equivalent Guidelines

As a long-lerm investor, CPERS expects its managers (o avoid market timing decisions and to stay fully invested i their
respective disciplines in order to maintain its assel allocation discipline. Cash may be held briefly following the sale of an existing
security and purchase of a new securily, cash should not comprise more than five (5) percent of the portfolio for more than 30 days
without prior written approval of the Board. Additionally, fixed income managers are exempt from this requirement when cash is
used in implementing a “barbell” strategy. For purposes of definition, cash equivalent securities are any {ixed income investment
with {ess than one year to maturity. These securities should have a minimum quality rating comparable (o an A~ bond rating and
commercial paper shall be rated A1/P1 unless held in a diversified short-term commingled fund,

General Fixed Income Porifolic Guidelines

The portfolio will be invested exclusively in publicly traded fixed income securities, as described in “Permissible Investiments”
will an overall average credit quality al “AA” or higher. Securities are not allowed that use any form of leverage The weighted
average credit quality caloutation shall be performed using the lower of the ratings by Standard & Poor’s, Fitch and/or Moody’s.

Diversification

Fixed mncome securitics of any one corporation shall be fimited to 2.5% at cost of a porticlio and may not exceed 3% at market.
This restriction also applies (o asset-backed sceuritics, non-agency morigage-backed securities (including commercial mortgage-
backed securities) and taxable municipals. The fotal holdings of an agency-issued mortgage-backed securily of the same coupon
and maturily series of the same agency shall nol exceed 10% of the manager™s portfolio at cost {agency-issued morigage-backed
securilies o include GNMA™s). The dircet debt of the federal government (treasury bonds, bills and notes) shall net be restricted
as a percentage of the manager’s portfolio. Privale placement bonds are not permitied,  144(a) {ixed income sccuritics are
allowable, limited in total 0 5% of the market value of a manager’s portfolio. The effective duration of the {ixced income
portlotio{s) must remain within a range of 75% to 125% of the duration of the benchmark at all times.

Portfolio Quality

Fixed income scewiiies shall not be raied less than Baa3 or its cquivalent by a nationally-recognized rating agency (such as
Standard & Poor’s, Fiich, or Moody’s) unless specific permission 1s granied 1o a manager, Individual issues raled AAA (o AA- ar
its equivalent may have a 2.5% position al cost and 3% at marke! value. Individual issues raled below AA- orils cquivalent may
have a 1.5% postlion at cost or 2% al market value, Individual issues rated BBB or its equivalent by may have a 1% position al
market value, Split-rated seeurities i which one rating is below investment grade shall not comprise more than 3% of the market
value in tofal for AAA 1o AA- or its cquivalent, 2% lor issues raied below AA- o BRBY or its equivalent and 1946 for issues rated
BRB or its cquivalent of any manager’s portfolio uniess specific authority has been granied,

The ratings issue does not apply o direct obligations of the U.S. Government and its agencies. 1f specific managers are given
international fexibility, the samc quality restrictons apply.  Dimerging market sceuritics not listed in the Barclays Capital
Aggregale are prohibited. Unless specific authority has been granted, in the cvent of a bond’s downgrade below BIRIB- or it
equivalent {exchuding split-rate securities discussed above), the Board shall be notified in writing and the manager shall inchide a
recommended course of action in response (o the event in a manner it deoms most pruadeni for the Found in the long ferm.

Performance Objectives

Primary emphasis is fo be placed on relative rales of return,  Over a market eyele (usually 3-3 years), the {ollowing are the
performance expectations lor the portfolio,

e The total return of the fixed income composite should exceed after fees the return of the Barclays Capital Aggregate Bond
Index.
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STATEMENT OF INVESTMENT POLICIES AND OBJECTIVES (CONTINUED)
o Passive fixed income mvestient products are expected 1o approximate the return of the underlying index gross of fees.
e The total return of the fixed income segment of the fund should rank above median performance in a wniverse of managed

fixed mcome portfolios.

seneral Real Estate Porifolio Guidelines

Core Equity Real Estate

The term “core” refers (o a portfolio comprised of well leased-assets that utilizes relatively low leverage. Diversification 1s
achieved on both a property type and geographic basis, and a majority of the total retun is generated from income rather than
capital appreciation. The term “equily” real estate refers to the direct ownership of tangible properties as compared fo a morigage
loan. Though referred to as “equity”, with stable cash flows as the primary return component, low volatility, and low correlation
1o the other major assel classes it behaves substantially more like fixed income than equity. The portion of the fund invested in
equity real estate shall be held in commingled fund(s) or limited partnerships. As such, the offering document, prospectus or
Declaration of Trust governing the fund must supersede any document such as this Policy. The Board will ciipley real estate
managers whose investment style, diversification targets and risk posture as described in their prospectus or Declaration of Trust
shall closely approximate those of CPERS.

Performance Objectives

Primary emphasis is to be placed on relative rates of retwn. Over a market cycle (usually 3-3 years), the following are the
perflormance expectations for the portfofio:

o The total return of the equity real estale composite should exceed afier fees the return of the NCREIF Propertly index.
s The tolal yetum of the equity real estale portion of the fund should rank above median performance in a universe of managed

equity real estate portiolios.

General Equity Portfolio Guidelines

The portlolio will be invested exclasively in publicly raded cquities, as described in “Permissible Investments”, Restricted or
lettor stock, cle., 15 not perniitfed. Sccurities are not allowed thal use any {fonm of leverage.

Biversification

The diversification of the equity securities held in the portfolio among sectors and issuers is the responsibility of the Investmeni
Manager, No single company’s securtlics shall represent more than 5% of the cost basis or 7% of the markel value of any
manager’s porticho.

Style Adherence

Quarterty, fundamental portiolio characteristics and style benchmark comparisons will be monitored for adherence 0 a manager’s
identified style, Domestic equity managers ae allowed to invest in doltar-denominated, SEC registered stock of foreign domiciled
companics traded on the NYSE, AMEX or OTC markets. Concentration restrictions for these sceurities are the same as for any
other seeurity. Iaternational equity managers may invest in depository receipts as long as the underlying sccurily 1s penmissible
within these puidelines and the investiment does not expose the Fund o any greater risk than the risk from holding the undertying
securify. Internationat equity managers may also invest in LBimerging Markets scourities, so tong as the aggregate valuce of those
seeurities do not exceed 10% of the marke! value of a manager’s portfolio,

Proxy Voting

Each Investment Manager is hereby awthorized and cmpowered (o vole proxies. said voting to be performed i good faith and for
exclusive bepefit of CPERS participants and beneficiaries. Each Investment Manager shali keep accurate records as to the voting
of proxies and shall provide information from such records to the Board upon request.
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Securities Lending

The Board may select an agent to lend the financial securilies of the fund. Any income gained through the lending program will be
deposited monthly in a specified account and invested in short-term instruments until allocated e the Investment Managers, The
agenl may tend any eligible securities, such as U.S, and non-U.S, equities, corporate bonds and U.S. and non-U.S, government
securities. The agent will have fuli discretion over the selection of borrowers and will continually review credit worthiness of
potential borrewers through adequate analysis of ali material provided to them.

All foans shall be fully collateralized with cash, governmemt sccurities or irrevocable bank letiers of credit. Collateratization of
such loans shall be 102% domestic/105% international of the market value of the loaned securities plus accrued income for U.S,
and non-1.8. loans, respectively. These collateralization procedures should be marked-to-market daily.

The securities lending program shall in ne way inhibit the trading activities of the Investment Managers of CPERS,

The securities lending agent has developed internal guidelines {or the investment of cash collateral. The Board has reviewed these
guidelines and incorporates them as the CPERS” Investment Policy on Securities Lending Cash Collateral. A copy of the agent’s
cash collateral Investment Policy shall be sent {o the Fund af least annually or any time there is a material change made lo ihe

document.

CPERS Brokerage Policy

The Board, at its discretion, may identify a brokerage firm or {irms Lo receive consideration rom CPERS® managers when if is
viewed 1o be in the best interest of (he beneficiaries. This will be officially acied upon by the Board and communicated to all
fvestinent firnis utilized by the Fund, With regard (0 transaction expense, each manager recognizes commissions as an asset of
CPERS and accepls same {iduciary responsibility for managing commissions {hat exist {for the management of all asscts under their
authonty. The Board also recognizes thal iransaction expense includes botl commissions and execution costs, and charges the
manager with the optimization of both for the lowest possible transaction cost. The Board encourages the eguily managers (0
manage the commission activity using all available trading mechanisms (o maintain commission levels on listed trades of three (3)
cents por share or less, The Stafl shall report on commission levels annually, and a manager's failure {o achieve these commission
levels should be explained by that manager in writing (0 Stafl. If al any Gime a manager believes conmmpliance with tus policy is
adversely atfecting its performance, said manager has the responsibility to immediately notify (he Board of the concemn(s).

fnvestment Compliance Issues Policy

i shati be the policy for the Consultant to review the Investment Managers™ holdings, where possible, on a quarterly basis in order
to determine compliance with the Retivement Board’s Statement of Tnvestment Policy, Any issucs that arise will be discussed with
the Manager and forwarded o the Stalf and Investment Commitiee, 1 the Manager believes that the System’s Investmaent Policy
in regard to the issue in question is overly restrictive to s investment activities, the Manager may request reliel in writing to the
Investment Consultant, Stafl and Investment Commiliee. To the exient possible, cach issue will be resolved by the Tnvesiment
Consultant, working in conjunciion with the Staff, then the Investment Conunitiee, and (hen the full Board.

Anti-Terrorism Investment Policy

The Board recognizes that public pension fuids have come under inercased pressure from the genoral public to divest from
companies that do business in countries thal supporl terrorism.  Unfortunately, a list of companies that are deemed (o be
supporting terrorism is not publicly available at this time and Joreign policy, regulations and sanctions are complex and continually
changing (o address the needs of national seourity, Given the mporlance of this issue, the Board, i an effort to balance their
fiduciary obligations (o the members of the System with their sesponsibility as patriols has directed CPERST Tnvestiment StalTl o on
an annual basis contact federal agencies to provide factual information regarding companics that are supporting terrorism. The
results of these contacts will be forwarded 1o our investment managers for discussion and reported to the Board.
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CPERS TRUST
December 31, 2009

December 31, 2008

% Total % Total
Fair Fair
Type of Investrnent: Fair Value Value Fair Value Value
Fixed Income:
U. S. Government Obligations $ 26,960,056 3.2% $ 62,071,333 8.6%
Fixed Income - Domestic 193,862,685 22.9% 174,885,995 24 .4%
Fixed Income - International 13,614,679 1.6% 14,863,202 2.1%
Real Estate Invesment Fund 30,133,669 16% 51,124,345 7.1%
Equities:
Equities- Large Cap 204,070,379 24.1% 157,733,774 22 0%
Equities - Small Cap Value 78,667,926 9.3% 51,245,797 7.1%
Equities - Small Cap Growth 53,167,696 6.3% 34,920,687 4.9%
Equities - International Value 116,729,184 13.8% 81,943,793 114%
Fquities - International Growth 77,114,061 9.1% 59,904,185 8.3%
Equities - Emerging Markets 39,211,610 4.6% 17,773,623 2.5%
Cash Equivalents = 1,518,718 1, 4% 11,750,804 1.6%
Total Investments S 845,050,663 100 0% £ 718.217,538 100.0%

CPERS ASSET ALLOCATION AS OF DECEMBER 31, 2009
Cash Equivalents
1.4% U. S. Govemment
Equities - Emerging Obligations 3.2%
Markets 4.6%
Fixed income -
Domestic 22.9%
Equities - Intemational

Growth 9.1% =

Equiies - ]nlernatk)nal/

Value 13.8%

Equilies -SmaIICap/

Growth 6.3%

Fixed Income -
International 1.6%

. Real Estale
Investment Fund 3.6%

Equilies - Large Cap,
24.1%

Equities - Small Cap
Value 9.3%
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INVESTMENT SUMMARY
AS OF DECEMBER 31, 2009 AND 2008
POLICE GUARANTEE TRUST
% Total % Total
Fair Fair

Type of Investment: Fair Value Value Fair Value Value
Fixed Income:

Fixed Income - Domestic § 6,582,512 304% $ 6,678,730 35.2%

Fixed Income - International 583,313 2.7% 713,292 3.8%
Equities:

Equities - Large Cap 4,535,929 21.0% 4,063,380 21.4%

Equities - Small Cap Value 1,743,833 8.1% 1,480,550 7.8%

Fquities- Small Cap Growth 1,280,949 5.9% 968,988 5.1%

Fquities - International Value 2,810,931 13.0% 2,133,489 11.2%

Equities - International Growth 1,885,660 8.7% 1,577,297 8.3%

Fquities - Emerging Markets 088,482 4.6% 467,601 2.5%
Cash Equivalents 1,213,033 5.6% Q001,128 4.8%

Total Investments $ 21634642 100.0% $ 18,983,521 100.0%

I_ PGT ASSET ALLOCATION AS OF DECENMBER. 31, 2008
Ecultics - E .
qlij/igrelfet s, r;\.e;roglng Cash Equivalents,

Equities - T 5.6%

International Growth, \ -
8.7% \ : Fixed Income
\ ' "7 Domeslic, 30.4%
Equities - T

Intemational Value, - > ; Fixed Income -
13.0% . Intemational, 2.7%
/
Equities - Large Cap,
Equities - Smal Cap / L 21.0%9
Growth, 5.9% !

Equities - Small Cap
Value, 8.1%
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Total Equity
67%

Total Fixed
Income
32%

Equities-Emerging
Markets
5%

Equiti es-Internati onal
Value

24%

14%
Equities-Large Cap I‘E

Equities-International Total Equity Allocation

Growth
gn/()

Total Fixed income
33%

quities-Small Cap

Equities-Small Cap Value Growth

6%

Total Fixed Income Allocation

Total Equity
67 %

U S Govemment
Obligations
3% .
Fixed Income-Dom estic
23%

Fixed Income-
International
2%
Real Estate Investment
Fund

o,
Cash Equivalents 3%

2%
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CPERS LIST OF INVESTMENTS
AS OF DECEMBER 31, 2609

FIXED INCOME

LARGEST FIXED INCOME HOLDINGS BY FAIR VALUE — NON POOLED ACCOUNTS

COUPON MATURITY PAR FAIR

DESCRIPTION RATE DATE VALUE VALUE
US GOVERNMENT OBLIGATIONS
UNITED STATES TREAS NTS 3.375% 11/15/19 % 3,464,000 $ 3,331,952
FEDERAL NATL MTG ASSN GTD MTG PASS 5.500% 01/13/10 2,500,000 2,616,800
UNITED STATES TREAS BDS 4.500% 08/15/39 1,555,000 1,519,764
FEDERAL HOME LN MTG CORP 5.500% 08723717 1,185,000 1,322,756
FED HOML LN MTG CORP PARTN 5.060% 011340 1,100,000 1,127,841
UNITED STATES TREAS BD STRIPPED PRIN 6.125% 11715727 2,560,000 1,076,378
INMA POOL #745209 5.500% 09/01/19 916,380 975,771
FED HOME LN MTG CORP PARTN 5.500% 01/13/10 800,000 838,000
FEDERAL NATIL MTG ASSN 2.875% 12/11/13 800,000 816,000
FEDERAL NATL MTG ASSN 3.500% (08/25/14 745,000 750,357
OTHER US GOVERNMENT OBLIGATIONS 10,883,996 12,584 437

TOTAL US GOVERNMENT OBLIGATIONS $ 26,509,376 3 26,960,056
BOMESTIC FIXED INCOME
GENERAL LELEC CAP CORP MED TERM 2.250% 03112712 % 1,260,000 § 1,278,257
SIM STUDENT LN TR 1IN BEKD NT 1.375% 10/25/16 940,000 954,391
ISRAEL ST QTR NT 5.500% 09/18/23 866,000 852,178
CITIGROUP DG INC FDIC GTD T1.GP 1.375% Q3/05/11 825,000 830,272
IP MORGAN CHASE & CO GLOBAIL NO 6.750% 02/01/11 775,000 817,509
CREDIT SUISSE FIRST BOSTON MTG 51CS 5.603% 07715135 780,000 816,278
GENERAL ELEC CAP CORP MED TERM 5.000% 11/15/11 750,000 792,195
ONTARIO PROV CDA BD 1.875% 11719412 775,000 767,281
BANC AMER COML MTG INC PASS THRU 5.464% 04/11437 722,768 750,385
GENERAL ELEC CAP CORP MED TIERM 1.800% 031111 740,000 748,347
OTHER FIXED INCOME HOLDINGS - DOMESTIC 34,626,000 34,248,279

TOTAL BOMESTIC FIXED INCOME

g

42,993,774

©$ 42,855,322

DOMESTIC FIXED INCOME ~ POOGLED ACCOUNTS

FATR
DESCRIPTION UNITS VALUE
DOMESTIC FIXED INCOME - ABSOLUTI RETURN 5,791,233 $ 79,455,723
DOMESTIC FIXED INCOME - CORE PLUS 5,201,150 71,551,640
TOTAL DOMESTIC FIXED INCOME - POOLED ACCOUNTS 11,052,383 151,007,363

A complete Hist of portfolio holdings is availablie upon request.
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INTERNATIONAL FIXED INCOMI - POOLED ACCOUNTS

FAIR
DESCRIPTION UNITS VALUE
INTERNATIONAL FIXED INCOME - ABSOLUTE RETURN 470,236 b 6,451,643
INTERNATIONAL FIXED INCOME — CORE PLUS 526,694 7,163,036
TOTAL INTERNATIONAL FIXED INCOME — POOLED ACCOUNTS 096,930 ¥ 13,614,679

REAL ESTATE INVESTMENTS

FAIR
DESCRIPTION UNITS VALUE
REAL ESTATE INVESTMLENT FUND 41,108 530,133,665
EQUITIES

LARGEST BOMESTIC EQUITY SECURITIES BY FAIR VALUE -~ NON POGLED ACCOUNTS

FAIR
DESCRIPTION SHARES VALUK
VEECO INSTRS INC DEL 58,440 $ 1,930,858
INVERNESS MED INNOVATION INC 42,250 1,753,798
CATALYST BEALTH SOLUTIONS INC 42,090 1,535,022
UNITED THERAPEUTICS CORP DE] 22,030 1,159,880
TNS INC 43,120 1,107,753
SBA COMMUNICATIONS CORP 29,155 995,935
NBTY INC 21,700 944,818
WHITING PETE CORP 12,950 925,278
ABGEAN MARINE PETROLEUM NETWORK INC 33,550 921,954
OPTIONSEXPRESS HLDGS INC 58,075 897,250
OTHER EQUITY SECURITIES - DOMESTIC 2371465 40,995,141

2,734,825

TOTAL BOMESTIC EQUITY SECURITIHES

FEOQUITIES — DOMESTIC POOLED ACCOUNTS

5 53,167,096

FAIR

DESCRIPTION UNITS VALUL
SMALL CAP VALUE FUND 83,334 $ 78,667,926
RUSSELL 1000 FUND 1,430,852 100,783,135
S&P 500 FUND 8,881,721 103,285,244
TOTAL EQUITIES - DOMESTIC POOLED ACCOUNTS 10,395,907 $282,738,305

A complete list of portfolio holdings 13 available upon reguest,
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EQUITIES — INTERNATIONAL POOLED ACCOUNTS

FAIR
DESCRIPTION VALULE
UNITS
INTERNATIONAL VALUE EQUITY FUND 2,853,421 bo116,729,184
INTERNATIONAL GROWTH EQUITY FUND 2,186,369 77,114,061
EMERGING MARKETS FUND 1,247,189 39,211,610
TOTAL EQUITIES - INTERNATIONAL POOLED ACCOUNTS 6,286,979 233,054,855

DESCRIPTION

[ AT A —

CASH EQUIVALENTS

FAIR
VALUE

IPMORGAN US GOVT MONEY MARKET FUND PREMIER SHARES

TOTAL CPERS INVESTMENTS

b 11,518,718

$ 845,050,603
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PGT LIST OF INVESTMENTS
AS OF DECEMBER 31, 2009

FIXED INCOME

DOMESTIC FIXED INCOME - POOLED ACCOUNTS

FAIR
DESCRIPTION UNITS VALUE
DOMESTIC FIXED INCOME - ABSOLUTE RETURN 253,062 $ 3,472,007
DOMESTIC FIXED INCOME — CORE PLUS 228,713 3,110,505
TOTAL DOMESTIC FIXED INCOME ~ POOLED ACCOUNTS 623,951 $ 6,582,512

INTERNATIONAL FIXED INCOME - POOLED ACCOUNTS

FAIR
DESCRIPTION UNITS VALUE
INTERNATIONAL FIXED INCOME — ABSOLUTE RETURN 20,548 § 281,920
INTERNATIONAL FIXED INCOME - CORE PLUS 22,897 311,393
TOTAL INTERNATIONAL FIXED INCOME - POOLED ACCOUNTS ¢ 67,450 593,313
RQUITTES

EQUITIES - DOMESTIC POOLED ACCOUNTS

FAIR
DESCRIPTION UNEES VALUE
RUSSELL 1000 FUND 29.358 52,007,927
RUSSELL 2000 VALUE INDEX PLUS FUND 75,384 1,743,833
RUSSELL 2000 GROWTH INDEX PLUS FUND 84,879 1,280,949
S&PIP 500 FUND 2,468,002

TOTAL EQUITIES ~ DOMESTIC POOLED ACCOUNTS

BQUITIES - INTERNATHONAL POOLER ACCOUNTS

FAIR

CBESCRIPTION UNITS VALUE
INTERNATIONAL VALUE EQUITY FUND 68.713 § 2,810,031
INTERNATIONAL GROWTH EQUITY FUND 53,463 1,885,660
EMERGING MARKETS FUND 31440
POTAL BQUITIES — INTERNATIONAL POOLED ACCOUNTS 153610 $ 5,685,073

CASH EQUIVALENTS

DESCRIPTION

FAIR
VALUYE,

IPMORGAN US GOVT MONEY MARKET FUND PREMIER SHARES
TOTAL PGT INVESTMENTS

A compiete list of portfolio holdings is available upon request.

¥ 1,213,033

$21,634,642
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INVESTMENT PERFORMANCE MEASUREMENTS

Rate of
Return Rank*
Comparative Rates of Retarn on Total Fund — Year Ended December 31, 2009
City-Parish Employees’ Retirement System 25.43% 13
Police Guarantee Trust 28.47% 7
Median Total Fund 19.66% 50
Allocation Index #* 22.05% 29
Comparative Rates of Return on Domestic Equities — Year Ended December 31, 2009
City-Parish Employees’ Retirement System 31.29% 30
Police Guarantee Trust 25.18% 86
Median Domestic Equity Composile 28.98% 50
Russeli 3000 28.34% 58
Comparative Rates of Return on International Equities — Year Ended December 31, 2009
City-Parish Employees™ Retirement Syslem 39.99% 35
Police Guarantee Trust 39.73% 37
Median International Equity Composite 37.18% 50
MSCI EAFE 31.78% 71
Comparative Rates of Return on Fixed Income Securities — Year Ended Becember 31, 2009
City-Parish Employees® Retirement System 21.27% 9
Police Guarantee Trusg 271.82% 2
Median Bond Composite 12.10% 50
Barclays Capital Agaregaie Index 5.93% 84
Comparative Rates of Return on Real Kstafe - Year Ended Decembey 31, 2009
City-Parish Employees” Relirement System (38.65)% a3
Police Guarantee Trost N/A N/A
Median Real Cstate TFund {27.60)% 50
NCREIF Property index (16.85)% 15
The total performance as campared to public funds in the Melion Universe, as reported hy
Summit Strategies Group, Investment Consultant for City-Parish Employees' Retirement
Systen, is as follows:
One-year period ending December 31, 2009 25.43%
Twa-year peried ending December 31, 2009 {(3.20)%
Three-year period ending December 31, 2009 2.21)%
Four-year pertod ending December 31, 2009 (1.8N9%
Five-year period ending December 31, 2009 3.32%

Rank indicates CPERS’ relative investiment performance in relation to other {otal funds in the Metlon Universe of funds,

# - The Allocation Index indicates the return that woukd have been produced if the same percentage of asscts on a quarterly basis
was invesied in the appropriate market indices,
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ANNUAL RATES OF RETURN

ANNUALIZED

2005 2006 2007 2008 2009 3YRS. S YRS
TOTAL FUND
City-Parish Emp. Retirement System 9.2% 15.2% 43% (28.5)% 25.4% (2.2)% 3.3%
Police Guarantee Trust 7.0% 15.2% 4.5% (28.0% 28.5% (1.4)% 3.5%
Median Tofal Fund T.1% 12.8% 84% (24.00% 19.7% (1.0Y% 3.5%
Inffation (CPI) 3.4% 2.6% 2.9% 0.1% 2.8% 2.3% 2.6%
DOMESTIC RQUITY
City-Parish Emp. Retirement System 10.3% 164%  (2.20% (36.6)% 31.3% (6.6)% 0.9%
Police Guarantee Trust 7.4% 17.8% 5.1%  (35.5%% 25.2% (7.2)% 0.3%
Median Domestic Equity Fund 7.6% 14.7% 54% (373 29.0% (5.2)% 1.O0%
Russell 3000 6.1% 15.7% 5.1%  (37.3)% 28.3% (5.4)% G.8%
INTERNATIONAL EQUITY
City-Parish Emp. Retirement System 16.3% 27.5% 10.5%  (43.8)% 40.0% 4.5% 5.2%
Police Guarantee Trus( 15.9% 20.9% 104%  (43.8)% 39.7% (4.6)% 5.2%
Median International Equity Fund 16.3% 26.3% 12.9%  (42.6)% 37.2% (3.8)% 5.3%
EAFE (NET) 14.0% 26,99 11.2%  (43.4)% 31.8% {6.0)% 3.5%
FEXED INCOME
City-Parish Emp. Retirement Sysiem 2.6% 43% 2%  {6.8)% 21.3% 5.0% 4.8%
Police Guarantec Trust 2.4% 4.3% 3.8%  (11.2Y% 27 8% 5.6% 4.77%
Median Bond Fund 2. 7% 4. 1% 6. 1% {1.4)% 12.1% 6.0% 5.1%
Barciays Capilal Aggregate Index 2.4% 4.3% T0% 5.2% 5.99% 6.0% 50%
REAL ENTATE
City-Parish Lmp. Retirement System N/A 15.0% 17.2%  {(12.5¥%  (387)% {(14.3)% N/A
Police Guarantee Trust N/ A N/A N/A N/A N/A N/A N/A
Median Real Estate Tund N/A 16.1%, 13.9%  (13.9)% (27.71)% (8.9 N/A
NCRYED Property Index N/A 16.6% 15.8% {6.5)% {16.9% (3.4)% 4.8%

Note: These caleulations were prepared usig a Ume-weighted rate of return based on market vatues at December 317

of the year indicated.
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SCHEDULE OF COMMISSIONS PAID TO BROKERS
FOR THE YEAR ENDED DECEMBER 31, 2009

Comumission

Brokerage Firm Shares Traded Dollar Amount Per Share
Instinet Corporation 1,726,995 $41,640 $.0241
Liguidnet Inc. 1,359,551 25,073 0184
Cantor Fitzgerald & Co., NY 613,274 18,560 0303
U.S. Bancorp Piper Jaffray 766,960 16,409 0214
Jefferies & Co, Inc. 292,990 11,720 0400
Lazard Freres & Co., New York 288,850 10,473 .0303
Craig-Hallum 229,545 9,182 0400
Pacific Crest Securifies 280,355 8,703 0310
Stephens Inc. 216,530 7,960 0368
Needham & Co. 184,475 7,115 0386
Jones Trading Institutional SI% 248,292 6,987 0281
Robert W, Baird & Co. 166,010 6,424 0387
Davidson, DA, & Co. 158,055 6,253 0396
Raymond James & Associates Inc. 155,050 6,203 0400
Cruttenden Roth, inc. 144,315 5,773 0400
BNY ST Securities & Co., Inc. 149,905 5,614 0375
Northland Securities Inc. 137,760 5,510 0400
Oppenheimer & Co. 135,110 5,404 0400
Deulsche Bane Securilies 129,267 5,177 0400
Wilham Blair & Co. 125,230 5,009 0400
Cowen & Cempany, L1LC 122,850 4,743 0386
Sunfrust Capital Markets, ine. 125,955 4,501 0364
Wedbush Morgan Sceurities, Inc. 130,445 4,294 0329
Knight Securities Broadeort 403,292 4,141 D103
Dam Raucher Ing, 102,642 4,106 0400
Freidman Bilhngs & Ramsey 093,310 3,812 0400
Sterne, Agee, & Leach, Inc, 90,435 3,618 0400
Buckingham Rescarch, NY 97 RES 3447 0352
Collins Stewart Inc, 84,261 3,370 0400
O’Neil, William, & Co., Inc. FO3,G70 3,361 0320
Baypeint Trading 1.L.C 137,962 2,971 0215
Sidot: & Company, 1O 73,700 2,948 0400
Seolt & Stringfellow Jinancial 71,915 2,881 0401
Direet Brokerage, Inc. 71,962 2.878 400
Gordon, [Haskett & Co. 71,760 2,870 0400
Thomas Weise! Pariners 1.1.C THO13 2,678 0377
Stifel, Nicolaus & Cao., Inc, 68 408 2,500 0365
1P, Morgan Sceurities 62,440 2,498 0400
Morgan Keegan & Co,, Inc. 61,375 2,455 0460
Other {38 Iirms) * 1,002 3724 44,875 0225

Total 14,547,545 $324.228 $.0281

¥ Firms that had less than $2.455 commissions paid.
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June 15, 2010

Board of Trustees

Employeess’ Retirement System

City of Baton Rouge and Parish of £ast Baton Rouge
209 St Ferdinand Street

Post Office Box 1471

Baton Rouge, louisiana 70821

Dear Board Members:

As requested, we have completed our annual valuation of the Emplovees’ Retirement
Systemn of the City of Baton Rouge and Parish of East Baton Rouge as of January 1,
2010, The valuation was prepared on the basis of the data submitied by the Retirement
Systen office and the actuarial assumptions adopied by the Board of Trustees, and
reflects the benefits In effect on the valuation date.

The funding objective of the Refirement system was astablished as fo s
ihe funding ob of the Retirament system was astablished as follows

ab  fully fund alt cuirent nonmal costs detormined in accordance with the prescribed
funding method,; and

b Houwidate ihe unfunded Hability as of January 1, 1880 over o thirty-vear period
with subsequent changes in unfunded labilities amortized over thirty years., Note
thatl prior 1o the January 7, 20070 valuation subseguent changes in untonded
liatsilities waor od over tha remaining portion of the origingl hirly ye
This change It amor o was applied o off changey in wiifureled liabililies
since Januory b, 1885 Eftective with the January 1, 2004 valuation, 1his
changa b amortizeiion was feversed.  All changes i unfunded Tability oo
ainortized over the e of the 30-yvear peried that started on Jdanuary 1,
1995, Hieciive with the January 1, 2005 val the amariization approach
wag ohangad T use o level perceniade of payroll 30-yvoar open amoriization
iethod,

HYWHT

tor,

Eriective with the 2000 year, the Hoard decided to Introduce a ona-year delay from the
valuation doie to the year for which the contribution rate calculated in the valuation ig
applied. Thus the contribution rate calculated in the 2010 valuation will apply 1o the veor
2007, The 2008 valuaidon was the basis tor the 2010 contribution rate.

The City conirthuiion rate for the 2070 year is set 1o 22.17%. This reflacts a 3.61%
icrease from the 2008 rate.

[ANEHTH
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Board of Trustees

Employess’ Retirement System
City of Baton Rouge and
Parish of East Baton Rouge
Page 2

June 18, 2010

Based on our recommendation, the Board of Trustees approved a change in the method
of determining the actuarial value of assets, effective with the Januwary 1, 2002
valuation, Under this method, 20% of the difference between the expected asset value
and market value is recognized each year. The resulling aciuarial value of asseis as of
Deacember 31, 2000is §1,002,378,598.

In performing the January 1, 2010 valuation, we have relied upon the employee data and

ot

financial information provided by the administrative staff of the Employees' Retirement
Systemy of the City of Baton Rouge and Parish of East Baton Rouge. Regarding
participant data, cach record was edited for reasonableness and consistoncy, alihough
ihe validity of the information was nol compared 10 scurce documents,  Regarding plan
assets, a general review for consistency and balanco testing with information Turnished
for the prior year's valuation was performad,

The present wvalues showr i the Januacy 1, 2008 and January 1, 2070 actuarial
3 schedules of this certiiication have beon propared in accordance

valuation and supporiing
with the aciuarial meihods and assumptions approved by ihe Board: they are appropriate
fion.  The actuarial assumpiions remained unchanged from

for the puposes of this valua
lest voor for the donuary 1, 2000 valuation, with the excopiion of the lnvestimeni Retur
Both ol shose assumptions were

assumplion and the Solary incrensce assiimpiion,
7ovalue mathod reimained

reducad by O26% . Ab Janusry 1, 2000 the achuarial auso
At Jonuary CH, 2070 the actuarial cost method was chabged from tho

unchangod.
Aggregaic Eniry Age Nonnal Cost Method to ihe Individual fotity Age Normal Cost
Method.,  The waortization approach remained  siwhenged for the Jenuary 1, 2010
vaiuation, The actuanial seset valuation method was changed as of January 1, 2002, 1o
the rethod outlined above, The funding maethod used s the Individual Bniry Age Nonnnd
Cost Method, The actuorial assumpiions and methoeds Used for Tunding purposcs comply
with and are within the parameters set {orth by ihe Governmaent Accounting Siandards
Board (GASE) Siatement Mo, 250 For 2004 the amoriization approach ia within the
pararmeters of GASHE 25/27. The amortization approach adopied with ihe Januay 1,

2008 valuation e within the parametoers of GASE 25727,




Board of Trustees

Employees’ Retirement System
City of Baton Rouge and
Parish of East Baten Rouge
Page 3

June 15, 2010

Additional information is provided in the Summary of Actuarial Assumptions and
Methods. The same actuarial assumptions and methods were employed in the
development of the schedules which we prepared for the Actuarial Section of this report.
Furthermore, we certify to the best of our knowledge, the methods and assumptions
comply with generally recognized and accepted actuarial principles and practices set forth
by the American Academy of Actuaries, are reasonable in the aggregate and when
applied in combination represents our best estimate of the funding requirement to achieve
the Retirement System's funding Objective.

Our firm prepared a number of schedules which are included in the Retirement System’s
2009 Comprehensive Annual Financial Report - specifically the Summary of Principal
System Provisions, Summary of Actuarial Assumptions and Methods, Accrued Liability
Analysis for 2009 and 2008, Annual Amortization of UAAL, Determination of UAAL,
Reconciliation of UAAL, Summary of Actuarial Accrued Liahilities and Percentage covered
by Actuarial Value of Assels / Solvency Test, Analysis of Financial Experience, Employer
Contribution Calculation Results for 2009 and 2008, Active Membership Data, Schedule
of Retirees and Beneficiaries Added, and Total Membership Data. In addition, we
prepared the Required Supplementary Information under GASB Statement No. 25, which
includes ihe Schedule of Funding Progress, the Schedule of Employer Conftributions, and
the Notes 1o the Schedules of Trend Information.

Sincerely, 9

/ 5 T A
._/;"/C&...-df l’--i'{ ‘lr‘ . /ff{ﬁ-\.--l:-"'_:ijz LZ;LW l./,v‘fr LF‘I" L/ﬁ
Randall L. Stanley, F5A, MAAA, EA Frans Christ, FSA, MAAA, EA
Consulting Actuary and Principal Vice President and Consulting Actuary
RLS/FC/di

BROUGE34B
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Actuwarial Section ~ CPERS Trust

Effective Date:
(1:250, 1:258)

Fiscal Year

Membership:
(1:259, 1:266)

Contributions:

Creditable Service:

Final Average
Compensation:

Service Retirement
Eligibiity: {1:205A)

Service Retirement
Benelits:
(1:265A-1, 1:265A-3)

Farly Service
Retirement: (1:265A-2)

SUMMARY OF PRINCIPAL SYSTEM PROVISIONS

(Source: 2010 Actuarial Report)
{Based on Ordinance Nos. 235 and 276)

December 31, 1953, as restated effective April 1, 1997 (Ordinance No. 10779).
Amended effective January 1, 1998, {(Ordinance Neo. 11019 and 11020). Amended
effective February 23, 2000, August 26, 2000 and December 31, 2001 (Ordinance
11827) and July 1, 2002 (Ordinance 12323).

Calenday year,

Any regular employce of the City-Parish, excluding Police employees who elected (o
wransfer info the Municipal Police Employees™ Retirement System (MPERS) as of
February 26, 2000 and Police employees hired afier that date. Part-time council
members with service prior to Janmary 1, 1997, retroactive 1o December 31, 1976.

Members: 8% of compensation (1:264 Al(a)). Effective January 1, 2002, member
conlribution 18 equal (0 Maximum Employer Contribution, if less than 8% (1:264 Al
(). If the Maximum Employer Conlribution rate is 17% or greater, the members’
conlribution rate will be 50% of the Employer Contribution rate, but nol more than
9.5% (1:264 A(D)). The Maximum Employer Contribution rate is the larger of the City
rate and the Special Funds rate.

Employer Contribution: Balance, actuarially determined {1:253N). Maximum Employer
Contribution; Employer Contribution plus adjusting percentages for pro-rata aliocation
of obligations for transfer of members (o plans maintained by the State or a political
subdivision thereof (1:251)

MIIRS paymenis received for 2006 and later are veserved for [uture Supplemeitlal
Benelit Paymaoents,

Service erediied under Retrement System; miliary service {maximum of three years),
additional military service as required under USERRA for which member contributions
are received,

Average compensation during the highest 36 successive months of Creditable Service,
(1) TPull retivement: 25 years of service, regardless of age.

{2y Minimum eligibtity: Age 55 with 10 years of service, or 20 years of
service, regardless of age.

[ull Retirement: 3.0% of Final Compensation for cach vear of Creditable Service.

Minbmum Eligbility: 2,5% of Final Average Compensation {or each year of Creditable
sServiee.

Maximum of 90% of Final Average Compensation,

If not cligible for full retivement: Benefits are reduced by 3% per year {or cach year
under age 55.
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Disability:
(1:265D)

Survivor Benefits;
(1:270)

Limployment
Termination:
(1:267, 1:268)

Optional Allowances:

{1:26407

Retirement Benefi
Adjustments: (1:209)

Supplemental Benefit
Payments: (1:269)

SUMMARY OF PRINCIPAL SYSTEM PROVISIONS (CONTINUED)

Ordinary Disability; Afler 16 or more years of Creditable Service, 2.5% of Final
Average Compensation times Creditable Service, with a minimum benefit of 50% of
Final Average Compensation,

Service-Connected: 50% of Final Average Compensation, plus 1.5% of Final Average
Compensation times Creditable Service in excess of 10 years, with a maximum benefit
of 90% of Final Average Compensation.

Benefits are offset by Workers® Compensation {1:264F). Ordinary disability benefits
are paid on a life annuity basis; service-connecied disabilities are paid on a 50% Joint
& Survivor basis.

(1) If Member eligible for retirement, or at least twenty (20) years of Creditable
Service, surviving spouse may clect Option 2 benefils (including 100% Joini &
Swrvivor aciuarially equivalent to 50% Joint & Survivor, without reduction for
early commencement) or a refund of the Member’s contributions.

(2) U not eligible for retirement, surviving spouse may elect a monthly benelit of
$600 payable untif remarriage, or a refund of the Member's contributions.

{3) I eligible chifdren under age 18, monthly benefit of $150 per child (maximum
$300), payable until age 18, These benefits are in addition (o any benefits payable
under (1) or (2).

(4) ¥ member died prior 1o May 24, 1989, monthly benelit 1o surviving spouse of
5600 (July 1, 2002}

{3) no benefits arc payable under (1), (2) or (3), $150 monthly benelit to unmarried
dependent parent uniil death or remarriage.

Afler 10 years of Creditable Service, based on Creditable Service and Final Average
Compensation al termination date. Benefits are deferred o age 5350 If Member
contributions are withdrawn, benelit is forfeited.

Mormal {orm is joint and 50% contingent surviver. For members eniitled o Service
Retirement Benehits, acivarially cquivalent to regular retirement allowance:

Option 11 Refund of exeess of Member's contributions over aggregate
benelits paid;

Option 2 100% Joint & Survivor to designated contingent annuitant;

Option 31 Any other form approved by the Board.

For members who retired on or before Decomber 31, 1989, or surviving spouses of
such members, who did not enter DROP, an annual payment of $600 cffective July 1,
1992 pius $30 for cach full year retired,

To be funded from (i) 110 of the first 2%, and 1/20 of the remainder, of excess return
on the actuanal value of assels, provided the aggregate experience from all sources is
an actuarial pain; and (i) decreases in Retirement Benefit Adjustment payments under
1:269 since July, 2002; and (i) MERS payments seceived for 2006 and later.
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Deferred Retirement
Option Plan (DROP):
(1:271)

Delerred Retirement
Option Plan (DROPY:
(3:271)

Compensated Absences:

(1:262

Changes Siuee Prior
Valuation:

SUMMARY OF PRINCIPAL SYSTEM PROVISIONS (CONTINUED)

Prior to July 1, 1991:

Lligibility: If eligible to retire with an immediaie service retirement allowance and
between 25 and 30 vears of Creditable Service.

Benefits: Service retirement allowances are paid into the Member’s DROP account,
and credited with interest at the rate set by the actuarial formula. No further Member or
employer contributions are payable, and no further benefits are accrued,

Upon retirzement and termination of DROP participation (or death), the Member {or
beneficiary) may eleci one of the following:

(&) A lump sum of DROP account balance,
(b)) A life annuity based on the DROP balance;
{c) Any other method of payment approved by the Board of Trustees.

Normal survival benelits payable (o survivors of retirees are paid upon death of the
Member while a DROP participant,

On and after July 1, 1991:

Comparable (o pre-July 1, 1991 provisiens, except mferest is not credited 1o DROJP
account until the conditions of DROP participation bave been satisfied. if the Member
does not terminate employment at the end of the DROP period, potential imferest eredity
are forfeited.

On and after July 1, 2002: 1f the Momber has at least ten (10) years of Creditabic
Serviee and has attained at least age 55, with DROP duration not greater than three {3)
years.

Upon wrilten conseni of the Member or his surviving spouse, the Retirement Systein
will provide the following with respect to unused, accumulated vacation time and sick
Jeave:

(a) Casls payment for a portion, with the remamder added o the Member’s Creditable
Service, on the basis of one (1} hour for cacli two (2) hours of onused time.

(b) Conversion of all of the accumulated time o Creditabie Service, on the basis of one
(1) hour for cach hour of unused accumulated vacation time and sick leave.

Any unused tme converted o service oredit is included in determining eligibility for
retirement and bencfits.  For purposes of determining Final Average Compensation,
compensation af the tme of retirement or death is assumed to continue {or the period of
added service.

Nanc,
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SUMMARY OF ACTUARIAL ASSUMPTIONS AND METHODS
{Source: 2010 Actuavial Report)

Valuation Date: December 31, 2009.
Valuation Method: Individual Entry Age Normal Actuarial Cost Method with Unfunded Actuarial

Accrued Liability, (Adopted Mareh 25, 2010)

Asset Valuation Method: Marke( Value as of January 1, 1996. Beginning January 1, 1997, adjusted Market
Value with 20% of uarealized gains {or losses) recognized each year. Beginning
January 1, 2002, Expecled Value Method, with 20% of investment gains or {losses)
recognized each year.

Actvarial Assumptions:

Investmend Returmn: 7.50% compounded anmually. (ddopred March 23, 2010)
Salary Increascs: 3.50% compounded anmually due to inflation, plus fongevity/merit in accordance with

following schedule: (ddopred March 25, 2010)

Age BREC/Regular Eire/Police
30 +2.50% +4.00%
35 +1.5G% 12,00%
40 1.23% F2.00%
45 +.75% +1.00%
50 +.50% 0%
55 0% 0%
Aggregate Payroll Growth: 2.5% compounded annually, (ddopred Qcicber 18, 2004)
Non-Disabled Mortality: 1994 Group Annuily Mortality Table, producing following specimen rates: (ddopicd

October 18, 2004)

Agpe Male Lemale
20 0556% 02899
30 D839% D397%
4-() .12520 (7] .08250 t)
50 3213% 1734%,
60) 1.0147% 58329
70 2.8481% 1.6506%

Disabled Mortality: Same as Non-Disabled Moriatity.

City-Farish Employees’ Retirement System 83



Actuarial Section — CPERS Trust

SUMMARY OF ACTUARIAL ASSUMPTIONS AND METHODS (CONTINUED)

Turnover and Disability: In accordance with the following specimen rates: (ddopred July 13, 2000)

Age Disability Turnover
20 0006 079
25 0006 077
30 0006 072
35 0007 063
40 0011 052
45 0022 040
50 0046 026
55 0102 009
60 0320 001
61 0355 000
62 0400 000
63 0450 000
64 0410 .000
63 0195 000

The ultimate twmover rates are modified as follows, based on years of employment: (ddopied Ociober 18, 2004)

Year BREC, Regular Fire, Police
0-1 330% 90%

2 225%, T0%

3 180% 359,
4-10 150% 35%
11-15 60% 20%
16+ 40% 10%

Probabilities of disability are i accordance with the Fleventh Actuarial Valuation of the Railroad Reiirement
Systen. Turnover is based on Table T-5. The disability vates for Fire and Police are increased by H00% and by
25% for BREC and Regular.

Assumed Transfors to Retirement System for accumulated vacaiion and sick leave, c.o (Adapred July 13, 2000)

Total
BREC 1.0 year
Regular 1.0 year
Fire 175 years
Police 1.30 vears

No provision is included for cash payment by the System under the one for fwo provisions.

Retirement: Regular, BREC, Farlier of 25.5 yvears of service eredit or age 01 with 11 yvears of service
Police credit. fddopted March 2, 19935)
Retirement: Iire Larlicy of 26 years of service credit or age 61 with T years of service

credit. (ddopred Mareh 2, 1993)
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SUMMARY OF ACTUARIAL ASSUMPTIONS AND METHODS (CONTINUED)

Type of Disability: A percentage of disabilities is assumed 10 be ordinary disabilities, as
shown below: (ddopied October 18, 2004)

BREC, Regular 25% service-connected, 75% ordinary

Fire 50% service-connected, 50% ordinary

Police 75% service-connected, 25% ordinary
Recovery: No probabilities of recovery arve used. (Adopied March 2, 1993)
Remarriage: No probabilities of remarriage arc used. (Adopred March 2, 1993)
Spouse's Ages: Female spouses are assumed fo be 3 years younger than males.

{Adopted March 2, 1995)

Marila} Status: 80% of employees are assumed (o be married.  {Adopted March 2,
1993)

Amortization Method: Level percentage of payroll 30-year open amortization.

Investment Expenses: The rate of refurn on assets is assumced o be nel of investment

expense. (Adopted Getober 18, 2004)

Administrative Expenses: The actuat amount of the prior year’s expense is added o the normal
cost.
Withdrawal of Employee Contributions: 100% of cmployees who ferminate {other than retirement, death, or

dizability) are assumed (o withdraw their contributions.  (ddopred
March 2, 1993)

Changes in Ordinance Provisions Not None,
Reflected:
Other: The Hability for Retirement Benelit Adjustments and the {funding of

the  Supplemental Benefit Payments  from decreases in the
Retisement Benefit Adjustments 1s combined into a perpetuity,

Sovrces of Data: Membership and asset daia as of December 31, 2009 was Turnished
by Retivement Office stalt,

Changes Smee Prior Valuation: Valuation Mcthod:
The Aggregate Pntry Age Normal Acioarial Cost Mcethod was
replaced by the Individual Inry Age Normal  Actuarial Cost
Mcthod.
Actuarial Assumptions:
The Investment Return assumption and  the  Salary  Increases

agsumpiion were both reduced by 4.25% 1o rellect a 0.25% reduction
in the underlying inflation assumption.
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Actuarial Section — CPERS Trust

ACCRULD LIABILITY ANALYSIS FOR 20010 AND 2009
{Source: 2010 Actuarial Report)

2010 2009
Present Value of Future Benefits:
Acfive Members:
Retirement $ 582,408,531 $ 541,432,983
Disability 16,734,598 15,991,183
Death 8,409,831 7,932,281
Vesting 14,841,778 12,356,832
Tatal 622,394,738 577,713,281
Retired Members and Beneficiaries:
Service Relirement &
Beneliciaries 531,080,239 402929203
Disabil ity Retirements 24,982,109 25,384,833
Terminated Vested Members 4,156,485 3719456
Leave Balances 2,333,722 1,516,763
DROP (Future Benefiis) 151,919.829 159,334 433
DROP (Accounts) 171,132,733 155,901,450
RBA Benelits 10,446,000 10,109,032
Total 896,051,017 848,895,260
Total Accrued Liability 3 1,518,445,855 3 1420,608,541

AMNUAL AMORTIZATION OF UNFUNDED ACTUARIAYL ACCRUED LIABILITY
(Source: 2074 Actuarial Report)

Remmasniig Arertizagion Rermaning Anrrtization
e il Patace at Paymod as [Radance &t Payiment as
Istablished At 1223172008 of 01401/09 1231200 o 01/01/10
1231400 1,201,912 1,203 8)7 95,835 - -
1231401 19,533,83 10014,385 LA14.046 - -
1231402 ALIR218 ALY 320,885 -
P33 9,190,241 0,190,241 731,785 - -
1273104 173,606,389 = 173,600,380 10,862 894
12031005 186,176,895 - 186,176,892 11,681,627
12/3100 183,577,585 - 183,577,585 11,518,534
1273147 186,072.416 - - 186072416 11,607,072
1273108 272251,140 - 272,251,140 17,082,336
12731409 34769540 o e 347,695 440 21267217
70,486,330 5,612,571 1,349,37.891 84,117,680

Note: This table reflects a 2004 change in the amortization method (o udilize a level percentage of payroll 30-year open
amortization method. This new method uses the revised payroll growth assumption of 2.5% per annun.
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Actuarial Section — CPIERS Trust

DETERMINATION OF UNFUNDED ACTUARIAL ACCRUED LIABILITY
(Source: 2010 Actuarial Report)

Entry Age Normal Actuarial Accrued Liability:

Active Members $ 454,022 950
Retired Members and Beneficiaries 896,051,117

Total 1,350,074,067

Actuarial Asset Value as of December 31, 2009 1,002,378,598
Unfunded Actuarial Accrued Liability as of December 31, 2009 $ 347,695,469

RECONCILIATION OF UNFUNDED ACTUARIAL ACCRUED LIABILITY
(Source: 2019 Actuarial Report)

A. Unfunded Actuarial Acerued Liability as of December 31, 2008 $ 272,251,140
BB, Unfunded Actuarial Accrued Fiability Increase Due 1o Revised

Assumptions and Methods N/A
C. Valuation Sys{em Change N/A
1. Normai Cost for 2009 20,736,960
EoInterestat 7.75% on (AL (B ), (Cyand (D) 22,706,578

(39,250.116)
(1,520,942)

274,923,620

. Net Contributions
G, Interest on (19)

1. Vixpected Unfunded Aciuarial Liability as of December 31, 2009

£ 2009 {Gain) Loss L Ae 146,234
1. Unfunded Actuarial Accrued Biability as of December 31, 2009 323,069,853
K. Assumptions and Meihods 24,625,616

. Final Unfunded Actuarial Aceruced Liabibiy as of December 31, 2009 B 347,695469
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Actuarial Section - CPERS Trusi

SUMMARY OF ACTUARIAL ACCRUED LIABILITIES AND PERCENTAGE
COVERED BY ACTUARIAL VALUE OF ASSETS/SOLVENCY TEST
FOR THE TEN YEARS ENDED DECEMBER 31, 2009

{Source: 2010 Actunarial Report)

(1) (2) (3) (4)
Active
Active Terminated Retirees Members Actuarial Percentage of Actuarial Liabilities
Valuation Members’ Vested And Employer Value of Covered by Assets
Date Contributions*  Members  Swevivors™  Contribution Agsets (1) {2) (3) {4}
-$- -§- -§- -3- -$- -%- Y- -Yo- Yo~
12/31/00 163,520,688 2,452,084 411,192,686 278,828,021 786,941,507  100.0  100.0 1000 75.2
12/31/01 170,232,470 3,840,108 446,993,673 281,755,013 813,977,773 160.0 100.0  100.0 68.5
12/31/02 179,875,436 4,224,586 485,156,581 278,470,014 818,150,788 106.0 100.0  100.0 53.5
12/31/03 190,501,659 3,441,763 508,211,266 283,517,007 847227425 106.0 100.0  100.0 51.2
12/31/04 166,648,034 2,810,515 559,585787 328,215,293 883,663,240  100.0 1000 1000 471
12/31/05 185,590,714 27542 592,961,470 329,752,003 924,904,837  1060.0  100.0 1000 435
12/31/06 196,143,559 3,398,410 629,048410 334,584,762 979597562 100.0  106.0  100.0 43.3
123107 212 407 644 3229816 660,297,629 330,713,124 1,020,575,797 100.0 106.0 100.0 437
12/31/08 235,554,734 3,710,456 GG 274 354 341 556,008 007,853,412 100.0 100.0 1000 203
12/31/09 256,663,672 4,156,485 720,761,899 368,492,011 1,00G2,378,598 100.0 160.0 1000 5.6

# Including DROP accounts,

* Including IROT participants’ fiture bene(is.
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Actuarial Section ~ CPERS Trust

ANALYSIS OF FINANCIAL EXPERIENCE
(Source: 2010 Actuarial Report)

GAINS AND LOSSES IN UNFUNDED ACTUARIAL LIABILITY DURING YEARS ENDED 2005 - 2009
RESULTING FROM DIFFERENCES BETWEEN ASSUMED EXPERIENCE AND ACTUAL EXPERIENCE

$ Gain or (Loss) For Year

2003 2000 2007 2008 2009
Investment Return $ 491,258 $ 11,372,540 $ 3,703,857 $(71,465,958)  $(38437581)
Salary Increases (16,214,436) 511,417 {11,0657,142) (12,291,095} 2,882,304
Retirements 9,375,267 (2,564,712) (2,085,333) 2,975,339 3,839,301
Mortahity (2.431,684) (1,093,841) 2,002,693 8,050,198 (6,198,778)
Disability {117,259} (251,451) {623,951) (70,536} 163,987
Turnover (2,314,728) (1,141,020) {1,343,869) {(494,934) (9,883,007)
New Members (1,604,103) {2,523,118) (2.193,513) (2,418,464) {2,143,500)
Contribution Differences N/A 2,279,010 3,620,538 5,303,016 N/A
Leaves, Transfers, e, (247.7120% 900,168 4,558.277 (13.925.568) 1.630.981

Gain or (Loss) froin

Financial Experience (13,063,407 7,688,993 (3,418,447) {84,338,002) (48,146,233)

Non Recurring Llemenis:

Valuation Softwarc
Assumption Changes
Asset Method Changes

Plan Amendmoent

Composite Gaim/{1oss}

During Year

5 {13,063.407)

(4,896,297)

52,792,090

$.(3:418,447)

»{84.338,002)

(24,625616)

SUIZTT1,844)
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Actuarial Section — CPERS Trust

EMPLOYER CONTRIBUTION CALCULATION RESULTS FOR 2009 AND 2008
(Source: 2080 Actuarial Report)

Present Value of Future Benefits

Acluarial Asset Value

Present Value of Future Member Confributions
Unfunded Actuarial Accrued Liability

Present Value of Future Normal Costs
(A-B-C-12)

Present Value of Future Payrolls

Normal Cost as a Percentlage of Payroll (I5/5F)

Current Payroll of Active Members (1)

Normal Cost - Beginning of Year (G x 1)

Adminstralive xpense

Amortization of {10 - 30 Years, increasing 2.5%/ Y car

Total Criy Contnibugion (8 - 14 K)

(1) For Members under Expecled Retirement Ape

2009

$1,518,445,855
1,002,378,598
86,426,136
347.,695.469

81,945,652

043 247.600
8.688%

126,135,352

10,958,639
1,216,718
212017211

£ 33,442,574

$1,426,608,541
997,853,412
83,568,653
272.251.140

72,935,336

913,121,200
7.987%

122,804,799

9,808,419
1,005,697
17,082,330

3 27,986,452
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Actuarial Section — CPERS Trust

Valuation

Pate

12731700
12/31701
12/31/02
12731703
12/31/04
12/31/G5
12/31/06
1203107
12731408
12/31/09

ACTIVE MEMBERSIIP DATA
FOR THE TEN YEARS ENDED DECEMBIER 31, 2009
(Source: 2010 Actuarial Report)

Valuation  Total Aciive  Percentiage Average % Increase in

Date Members Change Annual Payroll  Annual Pay Average Pay
o nf -$- Y-
12/31/00% 3,377 (14.6) 99,510,155 29,467 (2.3)
12/31/01 3,315 {1.8) 102,793,456 31,009 5.2
12/31/02 3,220 (2.9) 101,339,785 31,472 1.3
12/31/03 3,321 3.1 106,240,559 31,991 1.6
12/31/04 3314 (0.0) 109,887,349 33,159 3.6
12/31/05 3,229 (2.6) 115,559,704 35,788 7.9
12/31/06 3,309 2.5 120,067,016 36,285 1.4
12/31/07 3.313 0.1 123,524,590 37,285 2.8
12/31/08 3,357 1.3 131,041,421 39,035 4.7
12/31/05 3,419 1.8 136,119,407 39,813 2.0

*Alter transler of police to Municipal Police Employees” Retirement System of Louisiana

SCHEDULE OF RETIREES AND BENEFICIARIES ADDED
FOR THE TEN YEARS ENDED DECEMBER 31, 2009
(Source: 2010 Actuarial Repori)

Change in Number at LOY Percentage Percentage  Average
Annual Annual Number of  Change in Annual Change in Annual
Additions  Allowanees Deletions  Allowances  Annuitants Membership Annnies Annuitics Allowances
4 KW L - R 5
216 5,562,177 135 3,701 424 2,006 4.7 33,311,296 59 16,606
137 3,488,781 71 1,596,748 2,072 3.3 35,203,329 3.7 16,990
129 2,808,183 66 891,291 2,135 3.0 320,221 5.4 17,387
127 3,029,116 70 1,157.493 2,192 2.7 38,991 844 5.0 17,788
146 3,214,963 60 549,921 2,278 39 41,656,884 6.8 18,287
171 4.0353,408 46 718,363 2,403 5.5 44,991,929 8.0 18,723
192 4,543 484 G 1,042,766 2.531 5.3 48492 647 7.8 19,159
195 5,114,419 89 1,107,527 2,637 4.7 51,529,267 6.7 19,541
158 3,275,314 84 1,261,826 2711 2.8 53.342.7755 ERY 19,750
195 4,106 206 105 1,403,519 2.801 33 56,248,442 3.0 20,082
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Actuarial Section ~ CPERS Trust

Aclives:

BREC

Regular

Fire

Police
Total/Average

Anmuitants:

Retirees and Survivors
Disabilities
DROP

Total/Average

Inactive Members:

Deferred Vested

TOTAL MEMBERSHIP DATA
{Source: 2010 Actuarial Report}

2009 2008
Count Average Salary Counl Average Salary
437 $34,475 405 $30,758
2,427 37,358 2,397 36,903
512 54,058 508 53,430
< 62,965 47 63,538
3,419 339,813 3,357 339,035
2009 2008
Count Average Annuity Count Average Annuily
2,631 520,607 2,536 $20,154
170 13.885 175 13,891
L 37,658 399 35,867
3,162 $22,193 3110 421,818
2009 AO8
s Deferred Count Average Delerred
46 $11.7356 45 SH1719
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June 15, 2010

Board of Trustees

Employees' Retirement System - Police Guarantee Trust
City of Baton Rouge and

Parish of East Baton Rouge

209 8t. Ferdinand Street

Post Office Box 1471

Baton Rouge, Louisiana 70821

Dear Board Members:

As requested, we have completed our annual valuation of the Employees' Retirement
System of the City of Baton Rouge and Parish of Fast Baton Rouge Police Guarantee Trust
as of January 1, 2010, The valuation was prepared on the basis of the data submitted by
the Hetirement System office and the actuarial assumpiions adopted by the Board of
Trustees, and refiects the benefits in effect on the valuation date.

The funding obiective of the Pollca Guaranies Trust was established as follows:

al fully fund all projecied labilites determined ot incaption, through o trust-lo-trust
transfer of §24,627, 208 in assets from CPERS, and

b tund any fuiwre scivarial losses through employee and amployer coniribdtions on

included compensation Ter CPFERS that s oxcluded tor MPERS hancfits; and

¢} in the avent that there s o shoritall oiler taldng nlo sccount i above, the shoriiafl

will be innded as o level percontage of duture payrolls, using the Aggregaio
Aociuaria Cost Mot

Fhe Board has decided o iniroduco 0 oneyear dalay Troim the valoation daie o the year

for which the contribution raie coleulated in the valuation s applisd. Thus the confribuiion
rate calculated in the 2010 valuation will apnly o the vear 2001,

fency with results for the Employees’
artal assumptions and

taiiy comparability and  congi
- usas the sano g

in arder o mal
Hetirement System, the Police Guarantee Th
the same actuarial valuation methedology.  This year the actuadal assumplions for PGT
ware the same as the CPERS assumpiions based on the 1888-2003 experience siudy.
Since the intent was to fund the projected lability through the initial trust fo trust transfer
of 24,627,208 from the Employees' Retirement Systern, no unfunded actuarial accrued
liability was expecied., However, due to actuarial losses in 2001 through 2008, there is an
unfunded labifity in the PGT of $9,302,859, as of December 31, 2009,
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Board of Trustees

Employees' Retirement System - Police Guarantee Trust
City of Baton Rouge and

Parish of East Baton Rouge

Page 2

June 18, 2010

Effective February 26, 2000, there were 637 police officers who had elected 1o transfer to
the statewide Municipal Police Employees’ Retirement Systermn., This group of 637 officers
is the closed group of members entitled te benefits from the Police Guarantee Trust. The
initial valuation was prepared as of January 1, 2000, and is ithe basis for City contribution
rates of 0% for the 2000 and 20017 years.

The mathod of determining the actuarial value of assels s the same method as is currenily
used for CPERS, effeciive with the January 1, 2003 valuation. Under this method, 20%
of ihe difference between the expocted assed value and market value is racognized each
yvear.  Under this meihod, the aciuarial value of asseis as of December 371, 2009 is
$26,874,150. '

: eniployes data and

In periomming the Jonwary 1, 2070 valuation, we have relied upon th
ot of the Zmployoees' Roethroment

imancial information provided by the adininisirative s
Systern of tho City of Baton Houge and Parish of Bast Baton Houge, Hegarding participam
though the validity o

datay, each record was edited Tor sonabloness and consistancy, all

the information was not compared 1o soures documanis, Rage

dirgg plon assols, o genenl

reviow Tor e:(n"zf-si:-:i'(-‘m:y and bolance testing with information honishod for thoe prior yveai's

voluation waos performad,

the present voluos shown iy the January 1, 2010 acioorial valuaidon and supporting
sehedules of this neriffication ave heon prepared in accordance with the aetuaial moethods

and assumptions approved by the Board:  thoy are approprisie for the purposas of ihis

valuation. The aciuarial assumptions are identical o the assumptions used for the January
T, 2010 valuation of the BEinplovees” Hetiroment System, which reflected the resuliz of the
1908-2003 experence study, as well ag o 0.25% reduction in both the Invostiment Retum

assumption and the Salary Incresse assumption,  The funding method used s the
Aggregate Cosi Method,  The aciuarial assumpiions and methods used for funding
purposes comply with and are within the parameters set foith by the Governmenial
Accounting Standards Board {GASB) Statement No, 28, Under the Aggregate Cost
Method there is no amortization of unfunded fiabilities.




Board of Trustees

Employees' Retirement System - Police Guarantee Trust
City of Baton Rouge and Parish of East Baton Rouge
Page 3

June 15, 2010

Additional information is provided in the Summary of Actuarial Assumptions and Methods,
The same actuarial assumptions and methods were employed in the development of the
schedules which we prepared for the Actuarial Section of this report. Furthermore, we
certify to the best of our knowledge, the methods and assumptions comply with generally
recognized and accepted actuarial principles and practices set forth by the American
Academy of Actuaries, are reasonable in the aggregate and when applied in combination
represents our best estimate of the funding requirement to achieve the Retirement

System's funding objective,

Our firm prepared a number of schedules which are included in the Retirement System's
2009 Comprehensive Annual Financial Report - specifically the Summary of Principal
System Provisions, Summary of Actuarial Assumptions and Methods, Summary of
Actuarial Accrued Liabilities and Percentage covered by Actuarial Value of Assets/Solvency
Test, Active Membership Data, Schedule of Retirees and Beneficiaries Added, and Total
Membership Data. In addition, we prepared the Required Supplemeniary Information under
GASB Statement No. 25, which includes the Schedule of Funding Progress, the Schedule
of Employer Contributions, and the Notes to the Schedules of Trend Information.

-

Sincerely,

_,,«*' .
//1 - Jf“ : {../ ‘1-*_,/}\-} {ﬁi ""’L;-L/E‘/f
y ﬁ-ﬁﬁ_,r;}-c#{i’ 2 _,r(wznw.—-JE,_ I
Randall L. Stanley, -5A, MAAA, BA Frans Christ, FSA, MAAA, EA
Consulting Actuary and Principal Vice President and Consuliing Actuary
RLS/FC/di

BRPGT34B
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Actuarial Section - Police Guaraniee Trust

SUMMARY OF PRINCIPAL SYSTEM PROVISIONS
(Source: 2010 PGT Actuarial Report)

Effective Date:
Fiscal Year:

Membership:

Transierred Assels:

Conltributions:

Bencehi Amounts:

DROP:

Changes since Prior Valuation;

(Based on Ordinance No. 11669)

February 26, 2000, amended Febroary 28, 2001,
Calendar year.

Eligible pelice employess who were active members or in the Deferred
Retirement Option Plan (DROP) of the Employees’ Retirement System of
the City of Baton Rouge and Parish of East Baton Rouge (CPERS) on
February 26, 2000 who elected to fransfer into the Municipal Police
Employees” Retirement Systeny of Louisiana (MPERS) are automatically
included in the Police Guarantee Trust (PGT).

Initially funded by a irust o (rust transler of $24,627,209 {from CPERS, as
of January 1, 2000.

Members:  Based on current member contribution ratie under CPLIERS,
applied to member’s compensation not covered by MPERS. Member
contributions are “picked up” by the City.

City: Actuarially determined,

The cxeess of the benefits that would have been payable under CPERS,
based on the provisions in effeet on February 26, 2000, over the benefits
pavable under MPERS. MPIRS benefils are calculated under a 50% joini
and survivor option.  PGT benefits reflect any increases in MPERS
benelits due Lo cost-of-living adjustments.

A, Members in CPERS DROP at Febraary 26, 2000;

(1) I CPLRS DROP for 3 or more years, DROP payments are credited
o PGT DROP account. Investment returns for CPERS and PGT accounts
are eredited 1o PGT account afier Febroary 26, 2000,

(23 1 CPERS DRAOP less than 3 years, up (o 3 years sinee fransier, in
MPERS DROP. After 3 years in DROP (CPERS and MPIERS combined)
DROP payments are credited o PGT DROP account for remainder of
PROP period {5 years maximum for tofal DROP periods).  Investiment
returns for CPERS, MPERS, and PGT accounts arc eredited 1o the POY
account alier February 26, 2000,

B, Active members at February 26, 2000:

Members enter PGT DROP fivst, with payments credited o PGT DROP
account, untl the later of 2 years or cligibility for MPLERS DROP.
Investment returns for MPERS and PGT DROP accounts are credited 1o

PGT DROP account.

None
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Actuarial Section — Police Guarantee Tiust

SUMMARY OF ACTUARIAL ASSUMPTIONS AND METHODS
{Source: 2010 PGT Actuarial Report)

Valuation Date: Decentber 31, 2009
Valuation Method: Aggregate Actuarial Cost Method.
Asset Valuation Method: Market Value as of Janvary 1, 2000 and January 1, 2001, Beginning

Tanuary 1, 2002, adjusted Market Value with 20% of unrealized gains (or
losses) recognized each year.

Actuarial Agsumptions:

Investment Return: 7.5% compounded annually, net of investment expenses. (Adopted March
25, 2000)
Salary Increases: 3.5% compounded annually due to inflation, plus longevity/merit in

accordance with following schedule: (ddopted March 235, 2010)

Ave PGT
30 +4.00%
35 +2.00%
40 +2.00%
45 +1.00%
50 0.00%
55 0.00%
Apgregate Payroll Growih: Not applicable.
Non-Disabled Mortality: 1994 Group Annuity Mortality Table set {orward two years, producing

following specimen rates: (Adopred Octaber 18, 2004)

Age Male Lemale
20 0556% 0289%
30 0839% 0397%
40 1232% 0825%
50 A213% A734%
60 1.0147% S5832%
70 2.848 1% 1.6506%
Disabled Mortality: Same as non-disabled mortality,
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Actuarial Section — Police Guarantee Trust

SUMMARY OF ACTUARIAL ASSUMPTIONS AND METHODS (CONTINUED)

Turnover and Disability: In accordance with the following specimen rates:  (ddopied February 26,

2000)

Age Disability Turnover
20 0012 079
25 0012 077
30 0012 072
35 0014 063
40 0022 {052
45 0044 .040
50 0092 026
55 0204 009
60 0640 001
61 0710 000
62 L0800 000
63 0900 000
64 0820 000
65 0380 000

Probabilitics of disability are double the rates from ihe Fleventl Actuarial Valuation of the Railroad Retirement System.
Turnover is based on Table T-5.

The turnover rates are modified as follows, based on years of employment: (ddopted October 18, 2004}

Year PG
i-4 60%
5410 50%
111 25%,
Assumed translers to CPERS (for 15 years. (Adopied Qetober 18, 2004)
accumulated vacation and sick leave e.g.):
Retirement: Larlier of 25.5 vears of service eredit or age 61 with 11 years of service

credit. (Adopred October 18, 2004)

Type of Disability: A perceniage of disabiliies s assumed (0 be ordinary disabiliies, ax
shown below: (ddopted Febriary 26, 2000)

75% service connected, 25% ordinary. (ddopied February 26, 2000}
Recovery: No probabibitics o recovery arc used. (Adopred Febriary 26, 2000}

Remarriage: No probabihitics of remarriage are used. {ddopied February 26, 2000)
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Actuarial Section — Police Guarantee Trust

SUMMARY OI' ACTUARIAL ASSUMPTIONS AND METHOBDS (CONTINULED)

Spouse's Ages:

Marital Status:

Interest on Future MPERS DROP
Accounts:

Investment Expenses:
Withdrawal of Employee
Contributions:

COLA:

Ancillary Benefits:

Sources of Data;

Changes Since Prior Valuation:

Female spouses are assumed 1o be 3 years younger than males. (ddopied
February 26, 2000)

80% of employees are assumed o be married, (Adopred February 26, 2000)
¥ 7

Three years of interest, compounded annually at 7.75%, on CPERS DROP
deposits while member participates in MPERS DROP, payable at DROP
exil. (Adopted October 18, 2004)

None provided {or. (ddopted Ociober 18, 2004)

100% of employees who terminate (other than retivement, death, or
disability) are assunied to withdraw their contributions.  (Adopied February
26, 2000}

MPLERS benefits in pay status are assumed {0 increase 2% annually.
(Adopted February 26, 2000)

MPERS ancillary benefits (lurnover, disability, death) were assumed 1o be
greater than CPERS ancillary benelits. {ddopied February 26, 2000)

Membership data, assel information, and aggregate DROP balances as of
Pecember 31, 2008 were furnished by Retirtement Office.  For acive
members, MPERS compensation was estimated as: CPERS compensation,
minug member contributions to PGT divided by 095, For members who
are i CPERS DROP but not in MPERS DROP, MPERS compensation
was estimated as City-Pavish contributions lo MPERS divided by 095,

Actaarial Assumption:

The Investment Return assumption and the Salary Increase
assumption were both reduced by 0.25% (o reflect a 0.25% reduction
i the underlying inflation assumpiion.
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Aetuarial Section — Police Guarantee Trust

SUMMARY OF ACTUARIAL ACCRUED LIABILITIES AND PERCENTAGE
COVERED BY ACTUARIAL VALUE OF ASSETS/SOLVENCY TEST
FOR TUE TEN YEARS ENDED DECEMBER 31, 2009
(Source: 2010 PGT Actuarial Report)

(1 (2) (3} )
Active Percentage of Actuarial Liabilitics
Active Relirees Terminated Members Actuarial Covered by Assets
Valuation Members’ And Vested Employer Value of
Date Contributions®™  Survivors** Members Conltribution Assets (1) (2) (3) (4}
-5~ -$- -$- -$- -$- =Yg Y- Y- -~
12/31/00 1,631,640 6,573,761 - 11,176,845 25,684,328 100.0  100.0  100.0 100.0
12/31/61 4,024,374 4,724,586 - 10,480,337 24,815,273 100.0  100.0  100.0 100.0
12/31/062 6,737,203 4285414 - 10,008,154 25,481,771 100.0  100.0  100.0 100.0
12/31/063 8,193,304 3,182,942 10,890,774 26,468,255 100.0  100.0  100.0 100.0
12/31/04 9,641,791 3,143 864 10,261,837 27,588,419 100.0 1000 1000 100.0
12/38/05 0.314,027 1,630,156 - 10,414,470 27317297 1000 100.0  100.0 100.0
12/31/06 0,570,474 1,783,136 11,467,524 28,273,898 100.0 100.0 1000 1600
12731707 10,755,863 2,895,401 11,458,129 29,042,317 100.0 1000 1000 100.0
12/31/08 13,570,146 4,236,669 11,708,710 277725379 100.0 1000 1000 84,7
12/31/G9 15,408,593 3,746,234 11,065,584 26,874,400 100.0 1000 100.0 698

Including DROP accounts.
Including DROP participants’ future benefits,
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Actuarial Section - Police Guaraniee Trusi

ACTIVE MEMBERSIHIP DATA
FOR THE TEN YEARS ENDED DECEMBER 31, 2609
{Source; 2010 PG'T Actuarial Report)

Valuation  Tolal Active  Percentage Average % Increase in
Date Members Change Anpnual Payroll Annual Pay Average Pay
-9 o "$' "$“ "(.)/(!‘
12/31/00 531 (3.8) 22,530,785 42,431 7.6
12/31/01 483 {9.0) 20,920,112 43,313 2.1
12/31/02 455 {5.8) 19,793,300 43,502 0.4
12/31/03 419 (7.9 19,324,588 46,121 6.0
12/31/04 385 (8.1) 20,587,122 53,473 16.0
12/31/05 372 (3.4) 19,964,426 53,668 04
12/31/06 350 (5.9) 20,507,475 58,593 9.2
1213107 329 (6.0 19,754,110 60,043 2.5
12/31/08 297 (9.7 20,084,707 67,625 12.6
12/31/09 275 (7.4} 18,836,479 68,496 1.3
SCHEDULE OF RETIREES AND BENEFICIARIES ADDED
FOR THE TEN YEARS ENDED DECEMBER 31, 2009
(Source: 2010 PGT Actuarial Report)
Change in Number at EQY sNumber  Poreentage Percentage  Average
Valiation Amnual Armual of Change m wAnnual Change in Annual
Date Additions  Allowances  Deletions  Allowances  Annuitants  Membership  Annuities  Annuiiics Allowances
5. K S §- e §-
12/31/00 28 930,041 - 28 - 930,641 33,237
310 4 69,088 by) 815455 10 (64.3) 184,274 (80.2) 18,427
12/31/02 4 18,088 ! 86,037 12 20.0 116,305 (36.9) 9.692
12/31/03 4 50,585 I 45,062 i5 250 121,828 4.7 §,122
12731704 3 79.818 2 20,418 16 6.7 175228 43.8 10,952
12/31705 4 29,124 0 20 25.0 204,352 16.6 10,218
12/31/06 3 85,113 2 45,007 21 5.0 744,458 19.6 11,641
12/31/07 4 21,093 4 116,893 21 0.0 148,658 {39 7,079
12/31/08 { | 40,338 20 {4.8) 108,320 (27.1) 5,416
12/31/09 3 86,204 { 23 15.0 194,524 79.0 8,458
= Includes only those anpuitants who reeeive fall or partial monthly retirement benefits from PG
# Inchudes only monthly anmuitics paid through PGT annualized
s Regarding mergers/ransfers, Louisiana Revised Statute 1 1:2225(A3(H M a)(ai) places the responsibility of the ransfernng
mentbers” benefit payments on the transferring system {or a period of one year following the cffective date ol (he transfer,
Theretfore, the Police Guarantee Trust was responsible {or paying transierred members who retired aftor February 26, 2000, On

Iebruary 26, 2001 moest of these members’ paynien(s became the responsibility of the Municipal Police Imployees” Retirement
System ol Louisiana,

City-Parish Emplayees’ Refirement System 103



Actuarial Section - Police Guarantee Trust

TOTAL MEMBERSHIP DATA
{Source: 2010 PGT Actuarial Report)

Actives:
2009 2008
Count Average Salary Count Average Salary
Police 275 J68,406 207 $67,625
Annuitanis:
2009 2008
Average Averape
Count Annuity Count Annuity
Relirees and Survivors 23 $37,622 20 $31,563
Disabilities - - —
DROP 57 57,845 38 56,153
Total 80 $52.031 78 $49.848
Inactve Members:
2009 2008
Average Deferred Average
Counl Anmuily Count Deforred Anpuity

Deferred Vested
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Statistical Section

STATISTICAL SECTION

DATA SOURCES, ASSUMPTIONS, AND METHODOLOGILES

Data for the slatisiical section is derived from financial statements, active member data files, and retired member data files, ali of
which are prepared by CPERS. These data files are also used by CPERS” independent actuary 1o prepare the ammal actuarial
valuations.

For the purposes of the schedules contained in the stalistical section, active members are defined as those actively employed ful
time by an cligible employer and contributing (o the system ai the end of the current fiscal year. Deferred retirees are those
members who have, in lieu of immediale termination of employment and receipt of a service allowance retirement, elected to
continue employment with an eligible employer {or a specified period of time, while deferring the receipt of retirement benefits,
Retirees and beneficiaries are these whe were receiving benefits at the end of the current fiscal year, inclnding those members who
retired after participating in the Deferred Retirement Option Plan (DROP).

CPERS uses custom computer programming as well as database queries to extract data 1o produce the information for the

statistical section, The data is either imported into pre-defined {ile formats or personal compuier software applications for {urther
analysis, calculations, and formatting for presentation in the statistical section.

NUMBER OF ADMINISTRATIVE STARE POSTTIONS

Fiscal Yeay stall Yo Increase Liach Year
2000 P2 0.00%
2001 12 0.00%
2002 12 0.00%
2003 12 0.00%
2004 il (8.33)%
2005 i 0.00%
2006 1] G.00%
2007 11 0.00%
2008 11 0.00%
2009 12 9.00%
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Statistical Section

SCHEDULE OF PARTICIPATING EMPLOYERS FOR 2009 AND 2000

Participating Emplover

200

City of Baton Rouge and Parish of East Baton Rouge

Recreation and Parlk Commission for the Parish of Fast Baton Rouge

District Attorney of (he Nineteenth Tudicial District
Fast Baton Rouge Parish Juvenile Court

Eastside Fire Protection District

East Baton Rouge Parish Famity Court

Office of the Coroner of Fast Baton Rouge Parish
Brownsficld Fire Protection District

Liast Baton Rouge Parish Fire Protection Iistrict No. 6
St. George Iire Profection District

2009 Total

2000

City of Baton Rouge and Parish of East Baton Rouge
Recreation and Park Commission for the Parish of Fast Baton Rouge
District Attorney of the Nincteenth Judicial District

S George Fire Protection District

Fast Baton Reuge Parish Juvenile Court

Fasi Baton Rouge Parish Family Court

East Baton Rouge Parish Fure Protection District No. 6
Office of the Coroner of Fast Baton Rouge Parish
Central IFire Protection Disrict

Brownsiicld ¥Fire Protection Distriet

Prastside Fire Protection istrict

2000 Total

Covered
Aclive
Emplovees

2,853
437
66

22

10

10

10

2,983
207
84

40

21

14

9

8

6

Pl s

3,377

Percenlage of
System

Rank  Membership
i 83.45%
2 12.78%
3 1.93%
4 64%
5 29%
6 29%
7 29%
8 2%
9 12%
10 D9%
100.00%,
Pereentage of

Syslem

Rank Membership
i 88.33%
2 6.13%
3 2.49%,
4 1.18%
5 62%
G A1
7 2T7%
8 24%
0 8%
10 9%,
11 L6%

100.00%
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Statistical Section

Members

NUMBER OF ACTIVE MEMBERS

CPERS PGT
% Increase % Increase
Fiscal Year Members Each Year Members Each Year
2000 3,377 (14.6)% 531 N/A
2001 3,315 (1.8)% 483 (9.0)%
2002 3,220 (2.9Y% 455 (5.8)%
2003 3,321 3.1% 419 (7.9Y%
2004 3,314 (0.2)% 385 (8.1H)%
2005 3,229 (2.6)% 372 (3.4)%
2006 3,300 2.5% 350 (5.9Y%
2007 3,313 0.1% 329 (6.0)%
2008 3,357 1.3% 297 (9. "%
2009 3,419 1.8% 275 (7.4)%
B R R BCPERS
. . . OPGT

Illlﬂl'll'll'ln'ln'l-"l-

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Fiscal Year
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Statistical Section

NUMBER OTF RETIREES, BENEFICIARIES, VESTED TERMINATED, AND DEFERRED RETIREES

CPERS PGT
Retirees and Retirees and

Deferred % Increase Deferred % Increase

Fiscal Year Retirees Each Year Retirees* Each Year
2000 2,289 0.7% 103 N/A
2001 2,394 4.6% 133 29.1%
2002 2,537 6.0% 149 12.0%
2003 2,621 3.3% 163 9.4%
2004 2,733 4.39%, 183 12.3%
2005 2,852 4.4%, 191 4.4%
2006 2,980 4,5%, 201 52%
2007 3,074 3.2% 226 12.4%,
2008 3,155 2.6% 258 14.2%
2009 3,208 1.7% 276 7.0%

* Includes annuitants who participated in the PGT but receive monthly retirement benefits frormn MPERS.

WCPERS
OPGT

Retirees

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Fiscal Year
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Statistical Section

SCHEDULE OF RETIRED MEMBERS BY TYPE OF BENEFIT (CPERS)

Amount of Types of Retirement
Monthly Number Service Benefits Disability Benefits
Benefit of Retirees * Members Survivors Death in Service Service Connected  Ordinary
£1-500 219 59 115 35 S 5
501-1,000 599 296 168 73 28 34
1,001-1,500 468 300 81 7 36 44
1,501-2,000 543 514 5 3 14 7
2,001-2,500 461 447 4 - 6 4
2,501-3,000 188 183 3 -- 2 --
3,001-3,500 147 140 4 1 2 --
3,501-4,000 80 78 - l 1 -
Above 4,000 9% 04 2 -- -- -
Totals 2,801 2,111 382 120 94 94

* Does not include deferred retirees

450
400 |
350 - : |
@ 30 ‘
¢ 01 W Members ;
&6 [ Survivors
5 250 - . | Death in Service
g | @ Service Connected
g 200 - - : fl_"l_Ordinnﬂ |
=
150
100 - -
50‘ I l |
04 E . . £ .S — e = — =

500 1,600 1,500 2,000 2500 3,000 3500 4,000 4500
Amount of Monthly Benefit
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Statistical Section

NUMBER OF RETIREES AND BENEFIT EXPENSES

CPERS PGT
Fiscal Year Retirees Benefil Expenses Retirees® Beneflit Expenses
i b
2000 2,006 33,044,148 28% G63,174%%
2001 2,072 35,124,531 10 266,434
2062 2,135 36,982,809 12 118,046
2003 2,192 39,037,900 15 130,839
2004 2,278 41,239,596 16 162,885
2005 2,403 43,982,717 20 184,736
2000 2,531 47,494,047 21 187,492
2007 2,637 52,037,439 21 202,542
2608 2,711 54,496,365 20 136,906
2609 2,801 56,806,690 23 156,548
* Includes only refirees receiving moenthly benefits from PGT,

*# Regarding mergers/transfers, Louisiana Revised Statute 11:2225(A)(11)(a){ii) places the responsibility of the transferring
members” benelid payments on the (ransierring system for a period of one year [ollowing the effective dale of the transfer.
Therefore, the Police Guarantee Trust was responsible for paying transferred members who retived after February 26, 2000,
On Febroary 26, 2001 most of these members” payments became the responsibility of the Municipal Police Employees’
Retirement System of Louisiana.

NUMBER OF RETIRED DEFERRED RETIREMENT OPTION PLAN PARTICIPANTS AND PAYMENTS

CPERS PGT
Retived Deferred Retired Deferred Reatired Deferred Retired Deferred
Retirement Refirement Retirement Retiremend
Fiscal Yoear Participanis Benefit Expenses Participants Benelit Expenses
$ $
2000 424 10,512,203 1 136,354
2001 450 7,706,555 15 435,076
2002 486 7,882,624 31 366,347
2003 520 9,305,178 32 727,156
2004 566 11,704,825 40 882,805
2005 H45 13,139,478 54 2,045,762
2006 H83 13,294,922 55 203,207
2007 772 12,252218 66 1,009,996
2008 820 11,103,463 69 1,196,429
2009 845 14,650,958 69 1,350,044
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Statistical Section

SCHEDULE OF BENEFIT EXPENSES BY TYPE (CPERS)

Service Benefits Disability Benefits
Death in
Year Service Service Separation
Ending Members Swivivors  Benefits  Ordinary  Connected DROP Refunds Beuefits Total

h b 8 b b k3 ¥ $ 3
2000 28,015,105 2,657,362 347,589 938,680 1,009,007 10,512,203 1,760,171 486,271 45,726,388
2001 29,048,861 3,662,096 349700 1,034,810 1,067,769 7,706,555 1,999,902 390,717 45,261,010
2002 30,562,762 3,813,030 325,511 1,152,986 1,128,521 7,882,624 1,670,141 420,608 46,956,183
2003 32,606,340 3,573,038 452,365 1,187,346 1,218,810 9,305,178 1,681,537 218,298 50,242912
2004 34,998,477 3,400,247 479215 1,161,635 1,200,022 11,704,825 1,432,612 481,921 54,858,954
2005 37,624,671 3,530,787 416,203 1,166,417 1,244,639 13,139478 1,462,779 469,930 59,054,504
2006 40,989,616 3,563,309 479,965 1,182,300 1,278,858 13,294,922 1,858,661 466,207 63,113,838
2007 44,615,779 4,294,423 529944 1,268,931 1,328,362 12,252,218 10,507,501 277,739 75,074,897
2008 47,001,074 4197385 560819 1,306,957 1,430,130 11,103,463 2,092,148 390,186 68,082,161
2009 49,453,836 4,066,816 577,864 1,286,099 1422075 14,650,958 2,016,840 264263 73,738,751

Year

10,000

20,000

Refunds

“ DROP

B Ordinary

Benefits

¥ Survivors

HMembers

30,000 40,000

Dollars {000s)

50,000

s NOR =

60,000

O Separation Pay

¥ Service Connected

O Death in Service
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Statistical Section

Retirement

Date

2600

2001

2002

2003

2004

2005

2006

2007

2008

2009

* Includes service and disability retivees with effective retirement dates as shown.

AVERAGE MONTHLY SERVICE RETIREE BENLEFIT (CPERS) *

Avg. Monthly Benefit - $
Avg. Final Average Salary - $
Number of Retirecs

Avg. Monthly Benefif - §
Avg. Final Average Salary - §
Number of Retirees

Avg. Monthly Benefit - §
Avg. Final Average Salary - §
Number of Retirees

Avg. Monthly Benefit - §
Avg, Final Average Salary - $
Number of Retirees

Avg. Monthly Benefit - §
Avg, Final Average Salary - §
Number of Retirees

Ave. Monthly Benelit - §
Avg. Final Avcrage Salary - §
Number of Retirees

Avg, Monthly Beneli - §
Avg, Final Average Salary - §
Number ol Retirees

Avg. Monthly Benefit - $
Avg, Final Average Salary - §
Nuntber of Retirees

Avg. Monthly Benefit- §
Avg. Final Average Salary - §
Number of Retivees

Ave, Monthly Benefit - $
Ave. Final Average Salary - $
Number of Retirees

Years of Service Credit

0-5 6-10 11-15 16-20 21-25 26-30 =30
1,413.28 996.50  1,045.88 1,262.54  2,199.49 2,923.24 0.00
2,826.55 298032  2,759.78 2,506.20  3,067.47 3,684.09 0.00
1 8 17 10 91 18 {
0.00 750.46 064.56 1,23546  2,285.36 3,008.14  5,871.44
0.00  2,249.07  2,571.53 2,692.3%  3,206.17 3,747.16  7,380.08
0 9 12 9 55 23 1
850.98 871.70 099370 1,434,57  2,527.85 2,991.54 0.00
1,701.97  2,216.38  2,722.76 3,151.58 3,493.53 3,844.01 0.00
3 8 14 7 64 22 0
926.16 1,016,17  1,465.53 1,706.54  2,261.76 3,197.90 521526
1,852.31 330281 345342 3,832.95  3,190.77 403468  5,794.74
2 G 8 & 58 24 ]
1.611.89 80929  §,123.58 1,723.81  2,742.79 3.014.85 0.00
3.22378 0 294057 2,502.4) 3.830.94  3.701.81 3,943,00 (.00
I 8 12 10 72 35 (
88410 T48.71 952.19 141970 2,748.10 3.183.44 (.00
Q.455.60 2,340.64  2,901.88 3,2277.51 3,841.90 3.968.87 (.00
1 17 32 22 80 4] {
0.00 68376 [,101.62 132948 2.451.22 3.676.65 (.00
0.00  2,328.27  3,056.20 2.928.08  3,476.60 4,599,513 0.00
0 12 16 18 75 34 0
1.315.24 77171 966,65 1488935 2,66342 3,539.3%  2,774.38
2,630.49 2.549.70  2,680.06 342521 3,622.59 4,546,172 3,087.05
] 20 23 18 62 48 2
0.00 78348 1.016.27 1448.35  2,633.20 3,379,406 (1.00
0.00 267487 287019 300484 356912 4.202.29 (.00
0 ) 28 1 36 26 0
809,90 770,58 1,311.42 1.385.63  2.796.54 3,216,772 0.00
1,613.80  2,430.51  3.281.63  3.013.08  3.80843  4,068.46 0.00
1 13 24 4 4{ 42 {

Doces not melude survivor or beneficiary annuitants.
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Statistical Section

NUMBER O EXCESS BENEFIT PLAN PARTICIPANTS
AND BENEFIT EXPENSES

CPERS PGT
Excess Benefit Excess Benefit
Fiscal Year Plan Participants Benefit Expenges Plan Participan(s Benefit Expenses
$
2000 4 35,143 N/A N/A
2001 5 39,304 N/A N/A
2002 5 33,968 N/A N/A
2003 5 51,279 N/A N/A
2004 4 43,913 N/A N/A
20035 5 74,118 N/A N/A
2006 5 77,924 N/A N/A
2007 6 76,515 N/A N/A
2008 5 66,176 N/A N/A
2009 5 52,431 N/A N/A
NUMBER OF REFUNDS OF CONTRIBUTIONS
CPERS PG
Number %% ncrease Number % Increase
Liscal Year of Refunds Lach Year of Refunds Aach Year
2000 230 (24.84)% ] N/A
2001 230 0.00% 4 300.00%
2002 232 0.87% 4 0.00%
2003 236 F.72% 5 25.00%
2004 237 0.42% 3 (40.0009%
2005 245 3.38% 4 33.33%
2006 262 6.94%, 3 (25.000%
2007 272 3.82% 2 {33.33)%
2008 259 {(4.78)% | {(50.000%
2000 263 1545, 2 10H).00%
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Statistical Section

SCHEDULE OF CHANGES IN NET ASSETS (CPERS)

Net Total
Fiscal Member Employer Investment Additions (o
Year Contributions Contributions Income Net Assels
3 b 3 $
2000 9,231,205 13,587,244 17,665,089 40,483,538
2001 8,972,290 11,516,686 (15,367,043 5,121,933
2002 9,223,966 12,053,689 (62,739,109) (41.461,454)
2003 9,063,451 14,531,806 157,622,501 183,217,758
2004 11,148,409 17,739,809 90,816,134 119,704,352
2005 12,597,356 20,637,086 75,536,830 108,771,272
2006 12,828,206 23,833,249 133,028,303 169,689,758
2007 13,724,573 25,221,447 42,508,100 81,454,120
2008 13,841,465 26,117,571 (294,455,535) (254,496,499)
2009 14,716,581 27,150,202 169,456,489 211323272
Total
Deductions
Fiscal Benei Refunds and Admin, from Net
Year Payments Withdrawals Expenses Assets
$ b ¥ h
2000 43,966,217 1,760,171 732,364 46,458,752
2001 43,261,108 1,999,602 789,316 46,050,326
2002 45,286,042 1,670,141 817,319 47,773,502
2003 48,561,375 1,681,537 054,294 51,167,206
2004 53,426,342 1,432,612 836,043 55,694,997
2003 1,462,779 878,515 59,933,419
2006 1,858,661 1,042,144 64,155,982
2007 10,507,501 1,073,946 76,148,843
2008 65,990,013 2,092,148 1,095,697 69,177,858
2009 71,721,911 2,016,840 1,216,718 74,955,469

Tolat Changes
in Nel Assels
$
(5,975,214)
(40,928,393)
(89,234,956)
130,020,552
64,009,355
48,837,853
135,533,776
5,305,277
(323,674,357}
136,367,803

* Includes $8,161,037 for the transfer of 33 members (o the Firefighter’s Retirement System of Louisiana
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Statistical Section

SCHEDULE OF CHANGES IN NET ASSETS (PGT)

Net Total
Fiscal Member Employer Investment Additions fo
Year Contributions Contributions Income Net Assels
$ $ $ S
2000 42,082 61,106 2,256,530 2,359,718
2001 45,442 117,845 (238,149) (74,862)
2002 43,427 55,955 (1,820,472) (1,721,090)
2003 49,586 76,982 4,926,746 5,053,314
2004 55315 83,317 3,097,500 3,236,132
2005 53,883 93,973 1,835,087 1,982,943
2006 62,990 125,314 3,904,125 4,092,426
2007 67,285 123,140 1,006,614 1,197,039
2008 (5,944 127,087 (7,844,055) (7,651,024)
2000 81,820 149,179 4,876,517 5,107,522
Total

Deductions
Fiscal Benelit Refunds and Admin. {rom Net Total Changes
Year Payments Withdrawals Expenses Assaels i Net Assets

3 3 b b b

2000 836,898 13 465,689 1,302,600 1,057,118
2001 750,646 466 301,978 1,093,080 (1,167,952)
2002 531,003 600 258,758 790,363 (2.511,453)
2003 988,682 644 219,814 1,209,140 3,844,174
2004 1,134,028 1,097 200,810 1,336,835 1,899,297
2008 2,405,005 212 266,382 2,671,599 {688.,656)
2000 1,562,831 3,137 230,070 1,796,038 2,296,391
2007 1,501,715 61 251,644 1,753,420 (556,381)
2008 1,596,636 432 263,376 1,860,444 (9,511,468%)
2009 1,974 957 4,406 275,630 2.255.053 2,852 469
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RETIREES AT DECEMBER 31, 2009

Louisiana Breakdown by Parish
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STATES

ALABAMA
ARKANSAS
ARIZONA
CALIFORNIA
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DIST. OF COLUMBIA
FLORIDA
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Alternative Retivement Plans

DEFERRED RETIREMENT OPTION PLAN - (DROP)

The Deferred Retirement Option Plan became effective Janvary 1, 1982, and was created essentially to provide a cost of living
increase for retirees, which would be cost neutral to the System and the employer. It has undergone several structural changes
over the years. The fundamenial provisions of the DROP are as follows:

Lligibility

A member eligible for retirement may contractually, in Heu of immediate termination of employment and receiptl of a service
allowance retirement, continue employment for a specified period of time while deferring the receipt of retirement benefits. At the
end of the contractually specified time, the employee lerminates employment. Eligible members are considered those who {a.)
have attained 25 years of crediiable service and not more than 30 years of creditable service or (b.) have attained al least 10 years
of service and arc age 35 or older,

Participation

The member may participate in the DROP [or a period not exceeding either 5 years or a number of years which, when added 1o the
number of years of creditable service, equals 32, For members entering the DROP with less than 25 years of service, DROP
participation is liniied to 3 years. The ordinance provides for a member with interrupted service, while on the DROP, {o resume
participation if he has not received any distributions from his DROP account that were not based on his life expectancy.

For members electing lo participate in the DROP after July 1, 1991, the member shall agree (o terminate employment at the end of
the DROP participation period or immediately receive a distribution, representing a lomp-sum payment in the amount equai to the
member's DROP account balance, without the addition of any interest amount, and the member’s DROP account shall be
terminated. Should a member choose (o remain employed, no additional service credit or additional benefits shall be earned.

For members who iransferred to the Municipal Pelice PEmployvees” Retirement System, the tolal DROP participation in both
systems combined cannot exceed 5 vears. In some cascs, the member may be required (o enroll in one system’s DROP [or a
period of time prior o enrolling in the other system’s DROP. Rights in the CPERS and Police Guarantee Trusi DROP are
contractually guaranteed through the Agreement and Guaraniee of Retivament Rights and Benefits.

Interest Rate

Each year a DROP interest rate is delormined by the System’s actuary and paid to members” accounts where applicable, The rate
is an average of five (5) yvears of markel rates of return, compounded quarterly, as measured by the System’s investmenl
consultant. The DROP interest rate credited {0 members™ accounts iy the pereentage rate certified by the actuary less one annual
percentage point {100 basis points),

For a member whe terminates employmen( in accordance with the DROP contract ferms, and thus becomes a retiree. an election
can be made regarding the withdrawal of TIROP account funds. The retivee can choose any of the following options:

I a Jump-sum distribution of the balance in the DROYP account, provided he has nof yei received his fivst reguiar pension
payment,

2, a method of distribution based on Jife expectancy.

3 any other method of distribution approved by the Retirement Boeard of Trustees,

I the terminating member is age 33 or older (age 50 Tor public salely offieers), any severance/separation pay must be rolled into
Ins existing DROP account. For members less than 55 years of age (age 50 for public safety officers), the oplion is given fo either
roll the severance/separaiion pay into his DROP account or take receipt of it The option to roll is not available o ransferred
police members.

Survivy §
Lssentially, a surviving spouse of a DROP participant retains the same rights for the account as the member had, The methods of
wifhdrawal are basically the same also. For beneficiaries other than the spouse, the beneficiary receives a lump-sum payment
cqual o the member’s individual account balance m the DROP account. I no beneficiary is named, the member’s estate receives
the lump-sum payment from the DROP account.
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Alternative Retirement Plans

EXCESS BENEFTT PLAN

The Excess Benefit Plan was created as a separate, unfunded, non-qualified plan, and intended to be a qualified governmental
excess benefit arrangement as defined in Section 415(m){(3) of the Internal Revenue Code,

A member whose benefit exceeds the maximum benefit allowed under Section 415 of the Code, is entitled 10 a monthiy
benefit under the excess benefit plan in an amount equal to the lesser of the member’s unrestricted benefit less (he maximum
benefit, or the amount by which the member’s monthly benefit from (ke pension plan has been reduced because of the
limitations as provided for in section 1:272 of the Retirement Ordinance.

The Excess Benefit Plan is administered by the Retirement Board of Trustees who are assigned the same rights, duties, and
responsibilities for this plan as for the pension plan. The System’s actuary is respensible for determining the amount of
benefits that may be provided under the pension plan solely because of the limitations of section 1:272 of the Retirement
Ordinance and Section 415 of the Code, The actuary also determines the amount of contributions that will be made to the
Excess Benefit Plan rather than 0 the pension plan,

Contributions may not be accumulated under the Excess Benefit Plan fo pay fulure retirement benefits.  Instead, each
payment made by the employer is redoced by the amount determined by the System’s acluary to be required as funding for
the Ixcess Benefit Plan, Employer coniributions made to fund the Excess Benefit Plan are not commingled with the monies
of the pension plan or any other qualified plan. Also, this plan may never receive any {ransfer of assets from the pension
plan,
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REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING and on COMPLIANCE AND OTHER MATTERS BASED on an AUDIT
PERFORMED IN ACCORDANCE with GOVERNMENT AUDITING STANDARDS

Members of the Board of Trustees
City of Baton Rouge and Parish of East Baton Rouge
Employees’ Retirement System:

We have audited the financial statements of the City of Baton Rouge and Parish of East Baton Rouge Employees’ Retirement
System (the Retirement System), as of and for the year ended December 31, 2009, and have issued our report thereon dated
June 25, 2010. We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable 1o financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

in planning and performing our audit, we considered the Retirernent Systemn’s internal control over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinicn on the financial statements, but not for
the purpose of providing an opinion on the effectiveness of the Retirement System’s internal control over financial teporting.
Accordingly, we do not express an opinion on the effectiveness of the Retirement System’s interal control over firancial
reporting.

A deficiency in internal contrel exists when the design ot operation of a control does not allow management or employees, in
the normal course of perfonming their assigned functions, to prevent, or detect and carrect misstatements on a timely basis. A
material weakness is a deliciency, or a combination of deficiencics, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented, or detected and corrected en
a timely basis.

Our consideration of internal cenitrol over financial repoirting was for the limited pwposc described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control over financial reporting that might be
deficiencies, significant deficiencics, or material wealknesses. We did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses, as defined above.

Compliance and other matters

As part of obtaining reasonable assurance about whetler the Retirement System’s financial statements ave free of material
misstatement, we porformed tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreemeilts, noncompliance with which could have a direct and naterial effect on the determination of financial statement
amounts. However, providing an opinion on compliance with these provisions was not an objective of our audit and,
accordingly, we do not express such an opinien. The rcsults of our tests disclosed an instance of noncompliance or other
matters that are required to be reported under Govermment Auditing Standards and which is described in the accompanying
schedule of findings and questionad costs as itcm 2009-1.

The Retirement System’s response to the finding identified in owr audit is described v the accompanying schedule of
findings and questioned costs. We did not sudit the Retirement System’s response and, accordingly, we express no opinion
on it

This report is intended solely for the information and use of the Board of Trustees of the Plan, the Retirement Systein’s
management, the City of Balen Rouge and Parish of Cast Baton Rouge, and the Legisiative Auditor’s Office and is not
infended to be and should not be used by anyone other than these specified parties.

LUt sl + N Alorille

Baton Rouge, Louisiana
June 25,2010

8550 Uniled Ploza Blvd, Suite 1001 + Balon Rouge, LA 70B09 « Tel: 2259224600 « Fox: 225.922.4611
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CITY OF BATON ROUGE AND PARISH OF EAST BATON ROUGE

EMPLOYEES® RETIREMENT SYSTEM

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED DECEMBER 31, 2009

Summary of Auditors’ Resulis

Financial Statements

Type of auditors’

report issued: Unqualified

e Material weakness (es) identified? e ¥eS X 10
¢ Significant deficiency(ies) identified that are
not considered to be material weaknesses? yes X none reported
Noncompliance material 1o {inancial
statements noted? e yes X e

Findings — Financial Statement Aundit

2009-1) Unreturned Appeliate Bond Deposit

Crileria:

Condition:

Ll

Lowisiana Law prehibits the vnauthorized use of a government’s assets by its officers, employees
and others m positions of authority or custedy over those assets.

In 1999, the Retirement System deposited $300,000 with the 19" Judicial District Registry of the
Court which was required by the 19" Judicial District Court {the District Court) in order to suspend
the paymeni of a judgment rendered in the matler of case #35632 (he “Carter Lawsuit™) while the
Retirement System appealed the District Courl’s deeision.

The Retirement System lost its appeal o First Cireuit Court of Appeals. The Retirement System
then paid the judgment {o the plaintifl i Janvary 2001, thereby entithng it to a yeturn of the funds
deposited with the 19" IDC Registry of the Court. In June 2001, the Refirement System’s fegal
counsel Dled a “Motion and Order to Withdraw Bond and Sccurity for Appeal™ with the Distret
Court which was approved. Liast Baton Rouge Clerk of Court documents show three checks were
issued in settlement of this deposit, Two of the checks were made payable (o the Retirement System
ihrougl legal counsel, Law MTice of Randy P, Zinna v the combined amount of $340,392.93,
representing the original deposit of $300,000 plus interest (fess Clerk of Court cests). The third
cheek was issued to the Clerk of Court 19™ Judicial District for court costs in the amount of
$2,445.66, The documentation we observed from the Clerk of Court’s office showed that Randy
Zinna signed as recciving the two checks made payable 1o the Retirement System. Our review of the
Retivement Systemn’s cash receipt records did not identify receipt of these funds from Randy Zinna,
his Jaw office, or any other party. 1o April and May of 2010, upon discovery of the Tacts,
circumslances, and cvents surrounding this unreturned deposit, the Retirement System ended s
relationship with iis legal counsel, Randy Zinna, and informed the Legislative Auditor and the ot
IDC Distriet Attorney of this matter, in accardance with LA RS, 24:523.

The Retirement System did not receive a retwrn of s deposit to which it was entitled. Said deposit
was refurned 1o the Systen’s legal counsel at that time, according to Clerk of Court Records,
Misappropriation ¢f these funds may have occurred.



CITY OF BATON ROUGE AND PARISH OF EAST BATON ROUGE
EMPLOYEES® RETIREMENT SYSTEM

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED DECEMBER 31, 2009

Recommendation: The Retirement System should seek all available courses of action to recover
the unreturned deposit, plus interest,

View of Responsible Official and Planned Corrective Action;

The Condition above is an accurate statement of facts. The City of Baton Rouge and Parish of Fast Baton Rouge Employees’
Retirement System (CPERS) took ali action required by law in a Umely manner [ollowing discovery of the apparent
misappropriation. This was preceded by an exhaustive internal review of CPERS” records by stafl to defermine if the security
deposil funds had been received but erroneously recorded in (he accounting records. Subsequently it was delermined that the
deposit had never been received by CPERS.

Al a special meeting of the Retirement Board of Trustees hekd May 12, 2010, the Board unanimously voted to 1.) request that
all active legal files be forwarded by the Law Office of Randy P, Zinna 1o CPERS® office, 2.) authorized the Retirement
Administrator o hire interim Jegal counsel, and 3.) instrucied the proper law enforcement offjcials to be notified. Then, at a
gpecial meeting of the Retirement Board of Trustees held May 20, 2010, the Board voied wnanimousty to lerminate legal
counse!’s contracl and o request that all legal files be forwarded 1o CPLERS” office, On May 28, 2010, interim Jegal counsel
sent a cerlified letter (o former legal counsel demanding payment for the alleged misappropriated funds, (ogether with judicial
nlerest to date of paymeni. Mr. Zinna has since met with inferim legal counsel o determine the best method of yecovering the
funds; possibly by {iling a claim against bis professional lability insurance,

As a result of the above described situation, in the future CPERS stafl will periodically and thoroughly review all receivables
and suspense account lems and delermine the probability of recovery of cach in a timely manner. Where recovery is deemed
gquestionable, allowance accounts may be established, and all methods of recovery will be explored.
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City of Baton Rouge and Parish of East Baton Rouge

EMPLOYEES’ RETIREMENT SYSTEM

A Component Unit of the Consolidated Government of the
City of Baton Rouge and Parish of East Baton Rouge, Louisiana






