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LETTER OF TRANSMITTAL

June 24, 2011

Board of Trustees

City of Baton Rouge and Parish
of Fast Baton Rouge

Employees’ Retirement System

Post Office Box 1471

Baton Rouge, [.A 70821

Dear Retirement Board Members:

We arc pleased to again submit te you the Comprehensive Annual Financial Report (CAFR) of the City of Baton Rouge and Parish
of Last Baton Rouge Employees® Retirement System (the Retirement System) for the fiscal year ended December 31, 201¢. This
CAFR is submitted in accordance 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 submitied annually to the Metropolitan Council,
an audit report by un independent firm of certified public accountants.

Responsibility for the accuracy of financial statements and all disclosures rests with management of the Retirement Oifice. To the
best of our knowledge and belief, all information is accurate and has been prepared by the accounting staff in accordunce with
accounting principles generally accepted in the United States of America as promuigated 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 format for the Cutnprehensive Annual Financial Report reflects separate disclosures in appropriate sections
relative to the Ciry-Parish Employees’ Retirement System (CPERS}) originul trust and the Police Guarantee Trust {PGT). The
2010 CAFR is divided into the following seven scctions as listed below:

= The Introductory Section contains the letter of transmitlal, a listing of the members of the Retirement Board of Trustlees, a
listing of the administrative staff und professional consultants, the Retirement System’s organizationsl chart, the Certificate of
Achievement for Excellence in Financial Reporiing, and an overall plan summary.

»  The Financial Section is composed of the Independent Auditors” Report, Management's [iscussivn and Analysis, the
financial statements, and Notes to the Financial Statements, followed by Required Supplementary infornnation and Supporting
Schedules.

= The [nvestment 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 tarpet assct allocations, List of Investments,
Investment Performance Measurements, Annual Rates of Retum, and a Schedule of Commissions Paid to Brokers.

»  The Actuarial Section (CPERS trust) sets forth information applicable to the City-Parish Employees” Refirement System
CPERS trust, and contains the acluary’s certification letter, a summary of principal system provisions, a summary ol actuarial
assumptions and methods, schedules showing accrued liability analysis and reconciliation, an analysis of {inancial experience,
active and rclirce membership data, and other pertinent actwarial data.

*  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
sunmary of actuarial accrued liabifities and net assets available for benefits, and active and retirce membership data.
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= The Statistical Section displays trend information on selected data such as active, DROP, and retired members, amounts of
benefits paid, System rcvenues and expenses, varjous statistical pgraphs, and a list of employing agencies that remit
contributions to the Retiremernt System.

=  The last section, Alternative Retirement Plans, contains information on the Retirement System’s two additional altemative
retirement plans: the Deferred Retirement Option Plan (DROP) and the Excess Benefit Plan, the Independent Auditors’ Repori
on Internal Control Over Financia! Reporting and on Compliance and Other Matters flased on an Audir of Financial
Statements Performed in Accordance with Government Auditing Standaeds, and the Schedule of Findings and Questioned
Costs.

MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING

The management of the City of Baton Rouge and Parish of Last Balon Rouge Employees” Retirement System (CPERS) has
prepared its basic financial statements and is responsible for the integrity and faimess of the information presented. These
statements may include amounts that are based on estimates and assumptions, which incorporate sound business practices.
CPERS’ accounting policics used in the preparation of these statements conform 10 accounting principles generally accepled
in the United States of America. Financial information prescoted in all sections of the Comprehensive Annual Financial
Report is consistent with the basic inancial statements, Management has made every effort to insure that internal control and
office policies and proccdures have been maintained to provide assurance that transactions are authorized, assets safeguarded,
and proper records maintained.

CPERS’ independent audilors, Postlethwaite & Netterville, have conducied an independent audit of the basic financial
stalements in accordance with auditing standards pencrally accepted in the United States of America. The scope and findings
of their audit are presented in their (ndependent Auditors' Repori on page 21. Part of this audit includes consideration of
CPERS® internal control over financial reporting as expressed in the Report on taternal Control Over Financial Reporting
und on Compliance and Other Matters Based on an Audit Performed in Accordance with Government Auditing Standurds on
page 125. Management bas provided the independent auditors with unrestricted access 1o afl records, policies, and
procedures during this avdit,

DEFINITION AND PURPOSE OF ENTIT

The City of Baton Rouge and Parish of East Baton Rouge Employees’ Retirement System, a defined benefit pension plan, was
originally created by Council Ordinunce No. 2535 and Council Ordinance No. 276, effective December 31, 1953, 1o provide
retirement allowances and other benefits for regular employees of the City of Baton Rouge. Police officers and fircfighters were
incorporated into the Retirement System gffective January 1, 1956 by Council Ordinance No. 474. The Retirement System is
governed by a seven member Board of ‘T'rustees, and all invested funds, cash and properly are held in the name of the City-Parish
Employees’ Retirement System for the exclusive benefit of the membership, both active and retired.

MAJOR INITIATIVES

The CPERS Board, with the recommendation of its investment consultani, Summit Strategies Group, voted to make changes to the
asset allocation of the System’s investment port{olio in an effort to capture positive performance of markets thar were projected to
perform well in the future. The changes included a shift from domestic equities to international equities that resulted in a 30/50
mix of both. Exposure o cmerging markets was increased by 8.4 percent, and a new allocation was made Lo international small
cap equity for 8.1 percent, During implementation of the changes, the entire portfolio was rebalanced to set all allocalions to their
recommended levels. The Board of Trustees also continues to consider incorporating alternative assets into the portfolio.

At a time when cost of living increases of any kind were 4 rare commodity, CPERS paid out its fourth consecutive Supplemental
Bencfits Payment {SBP) to cligible retirees in Septcmber of 2010. Because of the mix of funding sources for the SBP, the prior
bear markets did not drastically impede SBP funding. The total amount paid to 1,961 retirees totaled 51.46 million, and no
recipient received less than $600. Future declarations and payments of the SBP will depend on availability of funds from excess
investment revenugs, ad-valorem tax receipts, and differentials in the annual Retirement Benefit Adjustment payments, Future
declarations and payments of the SBP will depend on availability of funds from excess investment revenugs, ad-valorem tax
receipts, and differentials in the annual Retirement Benefit Adjustment payments,
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CPERS' staff performed over 1,000 benefit calculations during the year, developed additional retirement brochures, and conducted
& dogen retirement educational training classes to varions member groups.

With the guidance of speeial 1ax counscl, CPERS revised its retiremen: ordinances to comiply with changes 1o federal law
governing qualified pension plans, and submitted the revised plan to the Intzrnal Revenue Service in anticipation of receiving a
renewed tax qualification letter.

SERVICE EFFORTS AND ACCOMPLISHMENT

CPERS continues to concentrate its cfforts in providing the highest level of member service possible 10 both active and retired
members.  For UPERS, communication and service arc the key elements to being successful.  Increased awarcness through
improved communication, and technological advances have afforded us the opportunity and capability of continually providing
more accurate and timely services such as the issuance of retirement benetit payments, electronic funds transfers, DROP
distributions, DROP and contribution tax-deferred rollovers, supplemental funding of DROP accounts, Exccss Benefit Plan
payments, Supplemental Benefit Payments, refunds of member contributions, rrember counseling, retiree payroll-related changes,
and many more. Federal, state, and local laws affecting pensions frequently change, and CPERS must often change policies and
proccdures to accommodate these Jaws.

Pavments to retirees, survivors, and beneficiaries continued to increase, and in 2010 the System paid out just over $60 miltion in
benefits compared to almost 557 million in 2009; an increase of 5.4%. Distributions of almost $17 million were paid 1o
purticipants from the Deferred Retirement Option Plan (DIROP), as compared 1o §16 million in 2009. This represented an increuse
of 62%. Combined, CPERS paid out $77 million o eligible retirees, survivars, and beneficiaries during the year. Compared to just
under $73 million paid out in 2009, total benefits paid increasced by 5.5%.

The average monthly benefit of CPLRS retirees continued to increase as salaries and the number of retirements incrcased. For
2010, retirees drow an average monthly benefit of $1,734, which represented an increase of 2.6% over the 2009 average of $1,690.
The average monthly withdrawal for DROP funds was $1,380, a moderate increase ol 1.2% from 2009°s average of $1,364. The
DROP intcresi rate continued to outpace the rates offered for traditional savings accounts and maney market instruments. DROP
withdrawals inchide $1.6 million in rollovers to qualificd Individuat Retirement Accounts (IRAs) or other qualified plans.

Also, during 2010, refunds were issued to 259 members who terminated employment und to beneficiaries of deceased members,
compared to 263 issued during 2009, Additionally, some former members chose to rollover the portion of their contributions that
wus tax-sheltered, into un IRA or another qualified plan, A wial of 141 members retired during 2010, which is coincidentally the
same as 2009. A total of 87 members entered DROP during 2010 compared to 78 during 2009.

INTERNAL CONTROL

In accordance with Board and management’s goals and policics, CPERS maintains a system of internal contrel that provides
reasonable assurance regarding the safeguarding of assets against loss from wunauthorized use or disposition and regarding the
reliability of financial records for preparing financial statements and maintaining accountability for asscts. The concept of
reasonable assurance recognizes that the cost of control should not excecd benefits likely 1o be derived and that the valuation of
cosls and benefits requires estimailes and judgments by management. Each year CPERS’ independent auditors consider the system
of mternal control over financial reporting as part of the auditing process. Accordingly, they issue 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, included in the last section of this document.

ACCOUNTING SYSTEM

An explanation of CPERS’ accounting policies is contained in Note 2 of the Notes to the Financial Statements. The basis of
accownting, basis of estimates, methods used 1o value investments and property and equipment, and other significant finoncial
policy information are also explained in detail in the Notes to the Financia! Statements.
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The funding requirements for the Retirement System are determined by the Retirement System’s actuary through a required annual
actuarial valuation. Reguired contributions are broken dewn between normal cost and amortization of unfunded accrued Hability
and then stated as a pereentage of {otal svstem payrel!. 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, which would pay down the unfunded acerued liabihity much like a morigage.

Contributions from members remained at 9.5 percent during 2010 in conformance with the requirement of the Retircment
Ordinances which siate that the employee contribution raie be set at 50 percent of the maximum employer contribution rate, not to
exceed 9.5 percent. A blended employer contribution rate of 22.17 pereent produced 2010 General Fund and non-General
Fund/Other Employer contribution rates of 19.83 percent and 24.93 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’ 2010 gross investment purformance of 15.76 more
than doubled the target investment performance of 7.5 percent, and all but overcame the losses suffered in 2008 and carly 2009,
CPERS” asset allocation of 63 percent equities and 35 pereent Hixed income and real estate remained unchanged during the year, in
accordance with Lhe recommendation of the investment consultant, and with the expectation that actuarial assusﬁptiuns and funding
goals will be met over an extended time horizon. When compering the market value of assets with the tolal actuarial liability, the
System’s funded ratio increased to 68.1 percent at Decernher 31, 2010 compared 1o 62.9 percent at December 31, 2609, Another
method of measuring funded status is to compare the acwarial value of assets with the actuarial liability. When comparing the
actuarial value of asscts with the total actuarial liability, the System’s funded ratio decreased slighuly o 73.9 percent at December
31, 2010 compared to 74.3 percent at December 31, 2009,

For the Police Guarantee Trust, when comparing the market valuc of asscts with the total actuarial liability, the funded ratio
decrcased to 62.7 percent at December 31, 2010, compared o 65.7 percent at December 31, 2009. When comparing the PGT
actuarial valuc of assets with the total actuarial lizbility, the funded ratio decreased to 72.0% at December 31, 2010 from 79.7% at
December 31, 2009. Schedules of funding progress for both CPERS and the Police Guarantee Trust, using the total actuarial valuc
of assets, are shown in the Required Supplementary Information on page 47.

CASH MANAGEMEN

Since 2003 CPERS has manaped short-term cash through the use of a Short Term Invesument Fund (STIF) managed by the
custodian bank. Upon the recommendation of the investment consulian!, cash management was placed with JPMorgan 1S,
Government Money Market Fund, which invests in high-quality, short-term securities issued or guaranteed by the US.
government or by U.S. government agencies and instrumentalities. This cash represents the daily needs of the Retirement System,
primarily for paying benclits to retirees, as well as uninvested cash in the scparately managed accounts of the Retirement System’s
investment managers. With the help of this daily “sweep account”™, the Syslem is able to stay fuily invested a1 all times.

INVESTMENTS

The investments of the Retirement System are governcd by the Statement of Investment Policies and Objectives as shown in
summary on pages 60 through 65. The Retirement Board members have the fiduciary duty of overseeing the pension fund
investments within the guidelines of the investment policy. Studies show that the most influential tool used by the Board to
achieve maximum investment performance is that of asset allocatton. With guidance from its investment consultant, the Board has
adopted a policy, which currently includes investments in large and small-cap demestic equities, intemational equities, emerging
markets equities, corc, core-plus, and absolute return fixed-income securities, real estate, and shori-term cash. Within these
allocations, beth value and growth equity biases are utilized over boih large and small capitalization stocks, Charts with the
current asset allocations are shown on pages 66 through 68. During 2010, CPERS retained relationships with nine of its ten
investment managers and added two additional managers, The performances of gll the managers are measured against
predetermined wniversally recognized indices (benchmarks) as recommended by the investment consultant. CPERS continues to
rebalance the allocation of its portfolio to counter market value changes that occur through market value appreciation and
depreciation, thereby ensuring that the asset mix remains within acceptable parametcrs and the portfolio remains true to the
targeted asset allocation. As a separate legal trust, the PGT uses its own asset allocation, which clesely rescmbles that of the
original CPERS ftrust, thereby assuring that investment performance will approximate that of the CPERS trust. Scparate
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investment reporis are issued for the PGT showing performunce as measured aguinst standard benchmarks.  Invesiment
performance for the two trusts is measured scparately and the assets for each are maintained scparately. Investment return for
CPERS” assets, gross of investment fees for 2010 was 15.76 percent with the three-vear, and live-year returns being 1.26, and 4.52
percent respectively. A summary of the largest investment holdings can be found on pages 69 through 71.

INDEPENDENT AUDI

Each year, independent auditors perform a financial audit in accordance with auditing standards generally accepted in the United
States of Amcrica, and Government Auditing Standurds. As part of their audit, the internal control structure of the Retirement
System is considered. For the 2010 annual audit, the auditors were Postlethwaite & Netterville, Baton Roupe, Louisiana, Their
opinion letter can be found in the Financial Section of this report.

AWARDS

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certilicate of Achicvement for
Excellence in Financial Reporting to the City of Baton Rouge and Parish of East Baton Roupe Employees® Retirement System for
its Comprehensive Annual Financial Repart (CAFR) for the year ended December 31, 2009. This was the thirteenth consecutive
year that CPERS has achicved this prestigious award. In order to be awarded a Certificate of Achievement, a government must

publish an easily readable and efficicntly organized comprehensive annual financial report. This report must satisfy both gencrally
accepled accounting principles and applicabie legal requirements.

A Certificate of Achicvement is vulid for a period of one year only. We believe that our current comprehensive annual financial
report continues to meet the Certificate of Achievement Program’s requirements and we are submiting it to the GFOA to
determinc its eligibility for another cenificate.

ACKNOWLEDGEMENTS

Thanks are certainly duc the Retircment Board of “'tustees for continued commitment to the Retirement Office as evidenced by the
support and resources provided. Your commitment as fiduciarics to providing excellen retirerent benefits to CPERS® menbers,
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.

[ also want to thank the Retirement Office staff for their continued cfforts in making the 2010 Comprehensive Annual Financial
Report (CAFR) the accurate and professional document it is. While continuing to perform their regular dutics in the most
professional manner, they were dedicated to gathering data, inputting and typing, proofing and assembling this document. This is
the fourteenth CAFR prepared by the Retirement Office for submission to the GFOA, and we are conlident that # will again be
foumd deserving of the Centificate of Achievement for Excellence in Financial Reporting for the thirteenth consecutive year.

%&,3&: Lot SS.c

Jeffrey R. Yates, CPA Russell P. Smith, CPA
Retirement Administrator Retirement Financial Manager
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10 Citv-Purish Emplayees ' Retirement Spstem



Introductary Secrion

ADMINISTRATIVE STAFF

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

Barbara B. LeBlane, C.1.A.
Assistant Retirement Administrator

Russell P. Smith, C.P.A.
Retirement Financiol Managor

Mark Williams
Retivenrent Benofits Manoger

Linda Verbois
Senior Administrative Specialist

Kyle Drago
Senior Financial Analyst

Katherine Wesley
Financial Anifvst

Jefirey Lagarde
Finaicial Anafyst

Marshall Rejlly
Finarcial Analysi

Adrienne Matthews
Senior Relirement Anafyst

Salli Withers
Senior Relirement Analyst

Ana Paula Justino-Isanc
Retirement Analyst

City-Parisk Employees ™ Retirement Svstem



Introductory Seclion

ACTUARY

Nyhart
2000 RiverEdge Parkway, Suite 540
Atlanta, GA 30328

AUDITOR

Postlethwarite & Netterville, CPA’s
8550 United Plaza Blvd, Suitc 1001
Baton Rouge, LA 70809
INVESTMENT CONSULTANT
Summil Strategies Group

8182 Maryland Ave. — 6" Floor

St Louis, MO 63105

LEGAL COUNSEL

Akers & Wisbar, LLC

8280 YMCA Plaza Drive, Building 8-C
Baton Rouge, 1.A 70810
MEDICAL EXAMINER

0. J. Scimeea, Jr., M.D,

. O. Box 83029

Baton Rouge, LA 70884-302%

I'T CONSULTANT

Relational Systems Consultants

102 Emily Circle

Lafayette, LA 70508

COST ANALYSIS CONSULTANT
MAXIMUS, Inc.

940 N. Tyler Road — Suilc 204
Wichita, KS 67212

CUSTODIAN BANK

I. P. Morgan/Chase

P.O. Box 1511

Baton Rouge, LA 70821-1511 -

FIXED INCOME

BlackRock
55% East 52™ Streel
New York, NY 10055

PROFESSIONAL CONSULTANTS

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

Pyramis Global Advisors
82 Devonshire Street
Boston, MA 02109

DOMESTIC EQUITY

BlackRock/BGI
400 Howard Street
San Francisco, CA 94105

INTECH
525 (keechobee Blvd. Suite 1800
Wesl 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

Sprucegrove Investment Management Ltd.
i81 University Avenuc, Suite 1300
Toronto, Ontaria, Canada, M5H 3M7

Dimensional Fund Advisors, [ne. - Emerging Markets
6300 Bee Cave Road — Building One
Austin, TX 78746

Highclere Imernational Investors
253 Bayberry Lane
Westport, CT 06880

Gryphon International Investment Corporation
20 Bay Strect - Suite 1905
Toronto, Ontario, Canada M5J 2N§

City of London Investment Group, PLC
1125 Airport Road
Coatesville, PA 19320

REAL ESTATE EQUITY
Clarion Partners

230 Park Avenue, 12™ Floor
New York, NY 10169
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RETTREMENT SYSTEM
ORGANIZATIONAL CHART

Retirement Board of Trustecs

Retirement Administrator

Assistant Retirement Administrator

Scnior Administrative Specialist

Retirement Financial Manager Retirement Benefits Manager
Senior Financial Analyst Senior Retirement Analyst (2)
Financial Analyst (3) ) Retirement Analyst

Student Interns (2)

See page 12 for specific information regarding investment professionals. A schedule of commissions paid to brokers can be found
on page 76 in the Investment Section of this CAFR.

City-Parish Employees’ Retirement System 13



Introduciory Section

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
Deccember 31, 2009

A, Certificate of Achievement Tor Excellence in Financial
Reporting is presented by the Government Finance Qfficers
Ausgsociation of the United States and Canada to
goverment units and public employee retirement
systems whose comprehensive annual fimancial
reporis (CAFRS) achieve the highest
standards in government accounting
and finuncial reporting.

President

Gy 4 -

Executive Director
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SUMMARY OF 2010 LOCAL LEGISLATIVE CHANGES
The following local legislation became taw in 2010:

ORDINANCE 15062 -- AMENDING TITLE 1 {(MUNICIPAL. AND PARISH ORGANIZATION), CHAPTER 3 (PERSONNEL),
PART IV (EMPLOYEES’ RETIREMENT SYSTEM), SUBPARTS |, 2, 3 AND 4, OF THE CODLE OF ORDINANCES OF THE
CITY OF BATON ROUGE AND PARISH OF EAST BATON ROUGE, 80 AS TO PROVIDE FOR QUALIFIED PLAN
LANGUAGE REVISIONS AS REQUIRED BY THE INTERNAL REVENUE CODE.

On December 8, 2010, the Metropolitan Council approved Ordinance 15062 that amended the following scctions:

Section 1:251. ~ Added a reference 10 the section of the Internal Revenue Code, 401(a)(17).dealing with annual limits on eamed
compensation,

Section 1:258.A, — Added language pertaining to the plan’s exemption from federal income taxes.
Section 1:261.B. and C. - Changed reference for military scrvice from USERRA to the section of the Code, 4t4(u).
Section [:264.A.6. - Deleted language that was no longer applicable uader the Cade concerning member contributions.

Section 1:265.C.2(b) — Added the word “persons” to Option 2 to include multiple bencficiarics so that Option 3 is no longer
NECCssary.

Section 1:265.C.2(c) — Deleted, see C.2(b) above.
Section 1:265.C.4. — Added language 1o clarifv the actuarial assumptions used in caleulations.
Section 1:265.G.3. - Carrected the spelling of the word “one™.

Section 1:272. ~ Added language concerning limits on henefits in compliance with Section 415 and 401(a){17) of the Intcmal
Revenue Code.

Scetion 1:273.A. - Added the cffective date of January 1, 1993.

Section 1:273.R.(1)(a)(b){c),(2).(3),(4). — Added language pertaining, to elipible rollover distributions in compliance with the
Internal Revenue Code.

Section 1:274.1D. — Minor wording changes o enhance meaning.

Section 1:276.B. — Added reference to the police guarantee trust and changed Code citation.

Section 1:277.A1.and 2,,B.,1. — Added reference to the police guarantee frust.

Section 1:278. — Added reference to the police guarantee trust.

Section 1:280. — Added qualification language concemning the police guarantee trust.

Section 1:281.F. and G. - Added language that the police guaranice trust is a tax-qualified trust and other minor wording changes.

Section 1:288. - Added the sections in the plan that are applicable to the police guarantee trust.

City-Parish Employees’ Retirement System 15
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PLAN SUMMARY

SERVICE RETIREMENT ALLOWANCES
» 23 years of more, any age, 3% of average compensation for each year of service, maximum 9% of average compensation;

e 20 ycars or more, but less than 25 years, under age 55, 2.5% of average compensation for each year of service less a 1%
penalty on the total retirement allowance for cach year the member's age at retirement is under 55;

# 10 years vr morce, but less than 25 years, age 55, 2.5% of average compensation {or each year of service; and

a 14} years or morc, but less than 23 years, under age 55, 2.5% ol average compensation for cach year of service upon attaining
age 53.

OPTIONAL RETIREMENT ALLOWANCES

o  Member may elect a reduced retirement allowance and designate any person to reccive the balance of his member
contributions in the event member dies before receiving relirement benefits exceeding the amount of his member contributions
as of the date of his retirement,

s Member may elect a reduced retirement allowance and designate any person or persons to receive a survivor’s benefit certified
by the retirement system agtuary to be of equivalent actuarial value,

DISABILITY RETIREMENT ALLOWANCES

¢ Ordinary disabilily, minimum 10 years service required, minimum 30% of average compensation; additional 2.5% ol average
compensation fur euch year of service in excess of 20 vears.

=  Servicc-connected disability, no minimum service requirement, minimum 50% of average compensation; additional 1.5% of
averaee compensation for each year ol service in excess of 10 years.

SURVIVOR BEXNEFITS

e  The surviving spousc of a contributing member eligible for retirement, or who has at least 20 years of service, receives an
actuarially compuied benefit for life; or a refund of member contributions.

» The surviving spouse of a contributing memnber not eligible for retirement receives a monthly benefit of $600 for life or until
remarriage, whichever occurs first; or a refund of member contributions limited to the amount remaining after the payment of
minor child or unmarried dependent parent benelits, if any.

»  The surviving spousc of a service retiree receives a monthly benefit of 50% of the serviee retiree benefit for life, provided that
the surviving spouse was either (1} legally marricd to the retiree on his date of service retirement or (2) legally married to the
retirec for at least 2 years prior to the relirze’s death.

» The surviving spousc of a DROP participant receives a monthly benefit of 50% of the DROP participant benefit for life,
provided that the surviving spouse was ¢ither (1) legally married to the DROP participant on the effective date of his DROP
participation or (2) legally married to the DROP participant for at least 2 years prior to the DROP participant's death.

16 City-Parish Employees’ Retirement System
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PLAN SUMMARY (CONTINUED)

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

Minor child or children of contributing member receive a monthly benefit of 3150 per child until age 18, maximum benefit of
$300 if survived by more than 2 children.

DEFERRED RETIREMENT OPTION PLAN (DROP}

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

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

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

For DROP participants prior to July [, 1991 who do not terminate employment at the end of participation, interest camings on
the account are discontinued until termination of employment, and no f[unds arc payable fraom the account until such
termination,

For DROP participants on or after July 1, 1991 who do not terminate cmployment at the end of participation, all interest
carnings that would have been credited during participation arc forfeited, and all funds are immediately distributed to the
member or rolled tax-deferred to another qualified pension plan al the mcmber’s option.

Upon employment termination, it ts mandatory to roll severance/sepuration pay into an existing DROP account for members
whao are non public safety officers age 55 or older, while these members younger than age 55 are given the option to roll the
funds into the DROP or another qualificd plan, or take receipt of the funds. Fer public safety officers the key age is 50,

ROLLOVER OF ELIGIBLE DISTRIBUTIONS

Certain distributions from DROP accounts gre cligible for rollover to an Individual Retirement Account (IRA), Code Sec.
A03(b), 457 or other qualificd plans.

MEMBERS WHO TRANSFERRED MEMBERSHIP TO MPERS

For members who transierred their membership to the Municipal Police Employees’ Retirement System (MPERS) the
summary of benefits is generally as shown above. Because of the differences in particular CPERS and MPERS benefit
provisions, variations may exist. Only provisions specifically set forth in the contract entitled Agreement and Guarantee of
Retiremeni Rights and Benefiis are puaranteed by CPERS to transferred members.

City-Parish Employees” Retirement System 17



Intraductory Section

THIS PAGF INTENTIONALLY LEFT BLANK

18 City-Parish Employees’ Retirement System



City of Baton Rouge and Parish ol 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

Financial Section



W

,L Employees
Retirement System 3




P&N Postiethwaite
& Netterville

Assorimei Olices .n 21
WANW.RRCRT Cam

L arpres zliar
nead Seales

s o b

Independent Auditors’ Report

Members of the Board of Trustees

City of Baton Rouge and Parish of East Baton Rouge
Employees’ Retirement System

Baton Rouge, Louisiana:

We have audited the accompanying statement of plan nct assets of the City of Baten Rouge and Parish of East Baton
Rouge Employees” Retirement System (the Retirement System), a component unit of the City of Baton Rouge — Parish
of East Baton Rouge, a5 of December 31, 2010 end the releted statement of changes in plan net assets for the year then
ended. These financial siatements are the respongibility of the Retirament System’s management. Our responsibility is
to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepied in the United States of America and
the standards applicable to financial audits contained in Government duditing Stundards, issued by the Comptroller
General of the United States. Thosc standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are frec 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 significont 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 {inancial statements referred to above present fairly, in all materia) respeets, the finaneial position
of the Refirement System az of December 31, 2010 and the changes in its net assets for the year then ended, in
conformity with accounting principles generally accepted in the Urited States of America,

In accordance with Government Auditing Standards, we bave also issued our report dated June 24, 2011 on our
consideration of the Retirement System’s internal control over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that repurt is
to describe the scope of our testing of internal control over financial reperting and compliance and the results of that
testing, and not to provide an opinian on the intemal control over financial reporting or on compliance. That report is
an inlegral part of an audit performed in accordance with Goversmenr Auditing Standeards and should bz read in
conjuaetion with this report in considering the results of our audit.

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis and schedule of funding progress listed as Required Supplemental Information in the table of contents be
presented to supplement the basic financial statements. Swch information, aithough not a part of the basic financial
statements, is requircd by the Governmental Accounting Standards Board, who considers it to be an essential part of
finaneial reporting for placing the hasic financial statements in an appropriate operational, economnic, or historical
contexi. We have applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency with management’s
responses fo our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpese of forming an opinion on the financial statements of the Retirement System.
The rccompanying financial information as listed in the Table of Contents 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. The information has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the financial
staternents or to the financial statements themselves, and other additional procedures in accordance with auditing
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standards generally accepted in the United States of America. Tn our opinion, the information is fairly stated in all
material respects in relation to the financial staterents a8 a whole.

The accompanying financial information in the investment section, the actuarial section and the statistical scction have
not been subjected to the auditing procedures applied in the audit of the basic financial statements and, accordingly,
we do not express an opinion or provide any assurance on it.

The combinzd statement of plan net assefs and combined statement of changes in plan net assets as of and for the year
ended December 31, 2009 are presented for comparative purposes. These combined totals wers included as part of the
Retirement System’s December 31, 2009 basic financial statements which were audited by us and upon which wa
issued an unqualified opinion in our report dated June 25, 2010,

/M vw

Baton Rouge, Louisiana
June 24, 2011




Financiol Section

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

MANAGEMENT’S DISCUSSION AND ANALYSIS
The following is management’s discussion and analysis of the financial performance of the City of Baton Rouge and
Parish of East Baton Rouge Employees’ Retirement System. It is presented as a narrative overview and analysis for
the purpose of assisting the reader with interpreting key elements of the financial stalements, notes to the financial

statements, required supplementary information, and supporting schedules for the current year.

FINANCIAL HIGHLIGHTS

o The net asscts held in trust for pension benefits continued a double digit increase begun back in 2009, Net
assets grew by $94.2 million, or 10.8 percent. The broad markets, including real estate, cnjoyed a steep
recovery year, which served to help overcome some of the losses suffered in 2008 and carly 2009. Domestic
and international equities, and real estate all returned over 15 percent, and fixed income did well with returns in
excess of 8 pereent,

* The pross rate of return on the market value of the System’s investments in 2010 was 15.8 percent, versus a
gross return of 25.4 pereeat in 2009. The system out-performed its policy index by 3.9 percent and ranked in
the top decile among its peers. In particular, CPERY’ fixed income holdings beat their benchmark by 2.3
percent, intemational equity by 8.1 percent, US cquity by 5.2 percent, and real estate by 6.1 percent.

o  The amounts of rctiroment benefit payments paid in 2010 increased by 3.6 percent aver 2009 as both the
number of retirees and the average benefit amounts continued to increase. Included in this number was
payment of the fourth consecutive Supplemental Benefit Payment of over $1.4 million. Refunds and
withdrawals increased by [3.8 percent.

e The System’s funded status decrcased slightly from 74.3 percent in 2009 to 73.9 percent in 2010, as measured
in accordunce with GASH 25/27, On a market value basis, the funded ratio improved for the second year ina
row, going from 62.9 percent 1o 68.1 percent. The unfunded actvarial accrued liability increased $14.6 million
as the System continued to struggle to overcome the invesiment losses experienced in 2008. The market value
trailed the actuarial value of asscts at year end by $81 million.

OVERVIEW (OF THE FINANCIAL STATEMENTS

Management’s discussion and analysis is intended to serve as an introduction to the CPERS basic financial
statements, together with the related notes to the financial statements, required supplementary information, and the
supporting schedules, all of which are described below:

Statement of Plan Net Assets — This statement reports the System’s assets, liabilitics, and resulting net assets held in
trust for pension benefits. The original CPERS trust and Police Guarantee Trust are shown both separately and
combined. Although not a comparative financial statement per se, it shows the prior year comparative combined
tolals by line item. This statement should be read with the understanding that it discloses the System’s financial
position as of December 31, 2010 and provides comparative combined totals at December 31, 2009.

Statement of Chanpes in Plan Net Asscls — This statement reports the results of operations during the calendar years
2010 with comparative combined totals for 2009, categorically disclosing the additions to and deductions from plan
net assets. The net decreasc to plan assets 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 Pelice Guarantee Trust are
again shown both separately and combined, and again with a column showing the comparative combined totals for
the prior year, although the statement is not a comparative financial statement by definition.

City-Parish Employees’ Retirement System 23
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CITY OF BATON ROUGE AND
PARISH OF EAST BATON ROUGE
EMPLOYEES' RETIREMENT SYSTEM

MANAGEMENT'S DISCUSSION AND ANALYSIS
Notes tn the Finangial 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 intogral part of the
financial satements. A description of the information provided in the notes follows:

» Note 1 (Plan Description) provides a general description of the Retirement System, including the original
CPERS trust and the Police Guarantce Trust. Information is included regarding plan membership, a description
of retirement benefits, a description of the Deterred Retirement Option Plan (DROP), and retirement
contributions.

* Note 2 (Summary of Significant Accounting Policics) provides information disclosing certain accounting
methods and policies used in determining amounts shown on the financial statcments. Included in this note is
information relative to the basis of accounting, and the determination of cstimates, including System
investments and properly and equipment.,

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

e Note 4 (Securities Lending Program) provides details of the Sysicm’s securities 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 securities arc collaternlized.

* Nole 5 (Funded Status and Funding Progress) provides disclosures regarding how well the System is [unded and
able to meet its obligations. Also included are the actuarial assumptions used for determining the funded status,

» Note 6 (Contingencics) provides information relative to any reiirement matters being litigated and possibly
subjecting the system Lo some financial exposure.

Required Supplementary Information — The required supplementary information consists of two schedules and
related notes. These schedules show the funding progress and employer contribution data for the original CPERS
trust and the PGT scparatcly. The related notes disclose key actuarial assumptions and methods used in the
schedules.

Supporting_Schedules — These schedules include information on administrative and investment expenses and
payments to consultants,

CPERS FINANCIAL ANALYSIS

CPERS provides retirement benefits to essentially all eligible City-Parish employees and employees of other
member employers. These benefits are funded through member contributions, employer contributions, and earnings
on investments. Total System net assets held in trust for pension benefits at December 31, 2010 were $966.8
million, which represented an increase of $94.2 million, of 10.8 percent from the $872.7 million held in trust at
December 31, 2009.
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CITY OF BATON ROUGE AND
PARISH OF EAST BATON ROUGE
EMPLOYEES’ RETIREMENT SYSTEM

MANAGEMENT’S DISCUSSION AND ANALYSIS

2010 Increase 2010
2010 2009 2008 (Decrease) % Change
Cash $ 4,230,933 $ 8,428,044 $ 7,732,306 $ (4,197,111) (49.8) %
Receivables 36,075,380 9,096,748 42,159,210 26,978,632 296.6
Investments (fair value) 966,664,739 866,685,305 737.201,059 99.979.434 11.5
Securities Lending Collateral 4,848,773 4,654,585 4,147,518 194,188 4.2
Capital Assets 594,467 601,653 622,926 (7,186) (1.2)
Total Assets 1,012,414,292 889,466,335 791,863.019 122,947,957 13.8
Total Liabilitics 45,566,531 16,807,066 58,424,022 28.759.465 171.1
Total Plan Net Assets $ 966,847,761 $ 872,659,269 $ 733,438,997 $ 94,188,492 10.8 %

Additions to Plan Net Assets

Additions to CPERS net assets held in trust for pension benefits include regular 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 2010 and 2009, rose by
$31.9 thousand primarily due to normal payroll growth. Employer contributions increased by $5.3 million, also due
to normal payroll growth plus a significant increase in the required employer contribution rate as recommended by
the System’s actuary. The blended employer contribution rate for 2010 was 22.17% of payroll, while in 2009 the
rate was set at 18.56%. Investment performance continued its recovery, which began in March of 2009 as all market

segments rebounded from the 2008 global recession.

In 2010, CPERS recognized a net investment income of

$128.1 million, compared to a net investment income in 2009 of $174.3 million. In total, 2010 additions to plan net
assets were $176.0 million as compared to additions of $216.4 million for 2009.
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CITY OF BATON ROUGE AND
PARISH OF EAST BATON ROUGE
EMPLOYEES’ RETIREMENT SYSTEM

MANAGEMENT’S DISCUSSION AND ANALYSIS

2010
Additions to Net Assets 2010 2009 2008 % Change
Employee Contributions $ 13,430,397 $ 13,398,458 $ 12,863,784 0.2 %
Employer Contributions 32,554,742 27,299,381 26,244,658 193
Net Investment Income 128.072,880 174,333,006 (302,299,590) (26.5)
Other 1,935.967 1.399.949 1,043,625 38.3
Total Additions $ 175,993.986 $ 216,430,794 $ (262,147,523) (18.7) %

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 administrative expenses,
and refunds and withdrawals of employee contributions. For 2010, benefit payments to retirees, survivors, and
beneficiaries totaled $77.8 million, which represented an increase of 5.6 percent from the $73.7 million paid out in
2009. The normal monthly payments to pensioners continued to increase, and both the number of pensioners and
the average monthly pension increased. The Board of Trustees was pleased to pay the fourth consecutive
Supplemental Benefit Payment of $1.4 million to qualifying retirees. The 2010 administrative expenses increased to
$1.67 million from $1.50 million in 2009 representing an increase of 11.9%. And finally, refunds and withdrawals

of member contributions increased by 13.8%, totaling $2.3 million in 2010 from $2.0 million in 2009.

Deductions from Net Assets
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CITY OF BATON ROUGE AND
PARISH OF EAST BATON ROUGE
EMPLOYEES’ RETIREMENT SYSTEM

MANAGEMENT’S DISCUSSION AND ANALYSIS

Deductions from 2010
Net Assets 2010 2009 2008 % Change
Benefit Payments $ 77.835,709 $ 73,696,868 $ 67,586,649 5.6 %
Refunds and Withdrawals 2,299,742 2,021,306 2,092,580 13.8
Administrative Expenses 1.670.043 1,492,348 1,359.073 11.9
Total Deductions $ 81,805,494 $ 77,210,522 $ 71,038,302 6.0 %

Change in Net Assets
(Total Additions less
Total Deductions) $ 94,188,492 $ 139,220,272 $(333,185,825) (32.5)%

Investments

The System’s investments, exclusive of securities lending collateral, totaled $966.7 million at December 31, 2010 as
compared to $866.7 million at December 31, 2009, which represented an increase of $100.0 million or 11.5%. 2010
saw a continuation of the economic recovery that began in March of 2009. All asset classes experienced positive
gains for the year; most in double digits. Domestic small cap stocks led the way, with emerging markets and
international equities following close behind. After several years of depressed returns, domestic real estate turned
the corner and experienced a positive run for the year also. The System maintained its target asset allocation of 65%
of investments in equities and 35% in fixed-income securities, including a 5% allotment to domestic real estate.
Diversification of the portfolio continued to mitigate risk, and all of the traditional investment types performed well
and met or exceeded expectations for the year. Domestic equities performed at a 22.15% rate, with international
equities returning a 15.82% rate for the year. Fixed income continued to do well with an 8.8% performance.
CPERS’ investment return of 15.76% was 389 basis points above its Total Fund Policy Index and attested to another
outstanding year for investment managers’ performance. Investment expenses were down by 6.9%, primarily
because of a renegotiated fee arrangement with one of the fixed-income managers. Late in 2010, the System
increased exposure to international equity and particularly to emerging markets. With a 65% exposure to equities
overall, the System continued to rebound more rapidly than its peers. CPERS replaced one investment manager
because of performance issues, and hired two additional managers including a second emerging markets equity
manager, and an international small cap equity manager. The further diversification is expected to decrease the
overall volatility of the portfolio. The System’s asset allocation is set based on long-range performance horizons
and no attempts are made to try and time the market.

2010 % 2009 % 2008 %
US Equity Composite 22.15 31.29 -36.62
International Equity Composite 15.82 39.99 -43.75
Fixed Income Composite 8.80 21.27 -6.75
Real Estate Composite 19.16 -38.65 -12.5
Cash Composite .03 0.18 2.1
Total Fund Composite 15.76 25.43 -28.49
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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.
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

CITY OF BATON ROUGE AND
PARISH OF EAST BATON ROUGE

EMPLOYEES’ RETIREMENT SYSTEM

CPERS’ investments performed overall.

$ in millions

Investments (at fair value)

MANAGEMENT’S DISCUSSION AND ANALYSIS

M Fixed Income -
Domestic

HFixed Income - Int'l

W Equities - Domestic

HEEquities - Int'l

B Real Estate

E Cash Equivalents

Investments 2010
(at Fair Value) 2010 2009 2008 % Change
Fixed Income — Domestic $ 263,806,969 $ 227,405,253 $ 243,636,058 16.0 %
Fixed Income — International 13,223,442 14,207,992 15,576,494 (6.9)
Equity securities — Domestic 318,641,169 343,466,712 250,413,182 (7.2)
Equity securities — International 286.732.637 238,739,928 163.800,048 20.1
Real Estate 33,823,882 30,133,669 51,124,345 12.2
Cash equivalents 50,436,640 12,731,751 12,650,932 296.1
Total Investments $ 966,664,739 $ 866,685,305 $ 737,201,059 11.5%
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CITY OF BATON ROUGF. AND
PARISH OF EAST BATON ROUCGE
EMPLOYEES’ RETIREMENT SYSTEM

MANAGEMENT’S DISCUSSION AND ANALYSIS

REQUESTS FOR INFORMATION

This Comprehensive Anmual Financial Report is desighed to provide a peneral overview of the City of Baton Rouge
and Parish of Fust Baton Rouge Employees’ Retirement System’s finances for interested parties. Questions
concemning any of the information provided herein, or requests for additional financial information should be
addressed to the Employees® Retirement System of the City of Baton Rouge and Parish of East Baton Rouge, P. O.
Box 1471, Baton Rouge, Louisiana, 70821-1471.
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CITY OF BATON ROUGE AND

PARISH OF EAST BATON ROUGE
EMPLOYEES’ RETIREMENT SYSTEM

STATEMENT OF PLAN NET ASSETS AS OF DECEMBER 31, 2010
AND COMPARATIVE COMBINED TOTALS FOR 2009

Assels
Cash
Receivables:
Employer contributions
Employee contributions
[nterest and dividends
Pending trades
Other
Total receivables

Investments (at fair value):
Fixed Income - Domestic
Fixed Income - International
Equities - Domestic
Equities - Intcrnational
Real estate investiments
Cash equivalents

Total invesimenis

Securitics lending collateral:
Short term securities - securities lending program
Total securilies lending collateral

Praperties at cost, net of accumulated depreciation
of $704,468 and $697 282, respectively

Total Assels
Liabilities

Accrued expenscs and benefits
Pending trades payable
TFotal accounts payable and other liabilities

Securities lending obligations:

Obtligations held under securities lending program

Total securitics iending obligations

Total Liabilities

Net assets held in trust for pension benefits
See accompanying notes to financial statements

Tolice 2010 2009
CPERS Guarantee Combined Combined
Trust Trust Total Total

$ 3,504,643 S 726,290 S 4,230,933 $ 8423044
3,266,762 11,985 3,278,747 2,010413
646,760 2,513 949,273 940,681
174,428 21 474,449 49].814
30,981,516 105,630 31,087,166 4,808,828
285,745 - 285,745 845,012
35,955,211 120,169 36,075,380 9.0096,748
254,867,074 8,939,895 263,806,969 227,405,253
12,406,272 817.170 13,223,442 14,207 992
312,219,563 6,421,606 318,041,169 343,466,712
280,338,116 6,394,521 286,732,637 238,739,928
33,823,882 - 33,823,882 30,133,669
50,099 866 336,774 50,436,640 12,731,751
943 754,773 22,909,966 966,664,739 866,685,305
4,848,773 - 4,848,773 4,654,585
4,848,773 . 4,848,773 4,654,585
594 467 - 394,467 601,653
588,657,867 23,756,425 1,012,414,292 889,466,335
802,783 344,421 1,i47,204 1,493,059
39,570,554 - 39,570,554 10,659,422
40,373,337 344 421 40,717,758 12,152,481
4,848 773 - 4,848.773 4,654,585
4,848,773 . 4,848,773 4,654,585
45222110 344421 45,566,531 16,807,066
§943,435,757 £23,412,004 $ 966,847,761 $ 872,659,269
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CITY OF BATON ROUGE AND
PARISH OF EAST BATON ROUGE
EMPLOYEES' RETIREMENT SYSTEM

STATEMENT OF CHANGES IN PLAN NET ASSETS FOR THE YEAR ENDED DECEMBER 31, 2010 AND
COMPARATIVE COMBINED TOTALS FOR 2009

Additions:
Contributions:
Employee
Ernployer
Severance contributions from employee
Total contributions

Investment incame:
Net appreciation in fair value of investments
Intercst
Dividends

[.ess investment expenses
Net investment income before securities lending

Sccurities lending income:
Income from securilies lending activities
i.css borrower rebates/fees and related expenses
Net securities lending income

Net investment income
Total additions
Deductions:
Benelit payments
Refunds and withdrawals
Administrative expenses
Teotal deductions
Net increase
Net assets held in trust
for pension benefits:

Beginning of ycar

End of year

See accompanying notes to financial statements

Police 2010 2009
CPERS Guarantee Combined Combined
Trust Trust Total Total
$13,352.349 § 78,048 $ 13,430,397 513,368,458
32,304,628 250,114 32,554,742 27,269 381
1,935,967 - 1,935,967 1,399,949
47,592,944 328,162 47,921,106 42,097,788
126,554,771 2,772,539 129,327,310 174,967,376
2,487,727 2,188 2,489.915 3,354,452
125,054 - 125,054 163,940
129,167,552 2,774,727 131,942.279 178,485,768
3,766,905 109,896 3,876,801 4,164,131
125,400,647 2,664,831 128,065,478 174,321,637
12,338 - 12,338 19,065
4,936 - 4.936 7.6596
7,402 - 7,402 11,369
125 408 049 2,664,831 128,072,880 174,333,006
173,000,993 2,992,993 175,993,986 216,430,794
76,395,588 1,440,121 77,835,709 73,696,868
2,297,390 2,352 2,299,742 2,021,306
1,390,779 279,264 1,670,043 1,492,348
80,083.757 1.721,737 %1,805,494 77,210,522
92,917,236 1,271,256 94,188,492 139,220,272
850,518,521 22,140,748 £72,659.269 733,438,997
$943,435.757 $23,412,004 $966,847,761 $R72,659,269
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CITY OF BATON ROUGE AND
PARISH OF EAST BATON ROLUGE
EMPLOYEES® RETIREMENT SYSTEM

NOTES TO THE FINANCIAL STATEMENTS

n PLAN DESCRIPTION

A.  General Organization

The City of Baton Rouge and Parish of East Baton Rouge Employces® Retirement System (Retirement
System/CPERS) is the administrator of a cust-sharing multiple-employer plan (the Plan). At December 31, 2010
the Retirement System provided benefits 1o employees of the following participating governmental employers:

City of Baton Rouge and Parish of Tast Baton Rouge {City-Parish)

District Attorney of the Ninctcenth Judiéial District

East Baton Rouge Parish Family Court

East Baton Rouge Parish Juvenile Coun

St. George Fire Protection District

Brownsfield Fire Pratection District

Eastside Firc Protection District

Recrcation and Park Commission for the Parish of Tast Baton Rouge (BREC)
Office of the Coroner of East Baton Rouge Patish

The Retirement System is considered a component unit of the {inancial reporting entity of the City of Baton
Rouge and Parish of East Baton Rouge (City-Parish) and is included as a pension Lrust fund in the City-Parish
Comprehensive Annual Financial Report. The accompanying financial statements reflect the activity of the
Retirement Systent.

Under Governmental Accounting Standards Board (GASB) Statement Na. 14, The Financial Reporting Entity
(GASB 14), the definition of a reporting emtity is based primarily on the concept of financial aceountability. Tn
determining its component unit status, the Retirement Sysiem considered the following:

o The Retirement System exists for the benefit of current and former City-Parish and
participating cmployer emplovecs who are members of the Retirement System;
Four of the seven Board members are elected by the employees who participate in the Plan;
The Retirement System is funded by the investment of contributions from the City-Parish and
member umployers who are oblipated to make the contributions to the Retirement Systemn
based upon actuarial valuations.

The Retirement System itscif has no component units as defined under GASB 14,

The Retirement Sysiem was created by The Plan of Government and is governed by a seven-member Board of
Trustecs (the Board). The Board is responsible for administering the assets of the Retirement Sysiem and for
making policy decisions regarding investments. Four of the trustees are elected members of the Retirement
System. Two arc elected by non-police and non-fire department employees, and one trustee each is elected by
the police and fire depariment cmployecs., The remaining membership of the Board consists of onc member
appointed by the Mayor-President, and two members appoinied by the Metropolitan Courncil.
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CITY OF BATON ROUGE AND
PARISH OF EAST BATON ROUGE
EMPLOYEES® RETIREMENT SYSTEM

NOTES TO THE FINANCIAL STATEMENTS

(1) PLAN DESCRIPTION, CONTINUED

A.  General Organization, Continued

Any person who becomes a regular full-time employee of one of (he member employers becomes a member of
the Retirement System as a condition of employment, cxcept in the case of newly hired employees of certain
participating employers who are mandated 10 cnwoll in a statewide retivement system.  Contractual employees
may or may not become members, depending upon the provisions of their respective contracts.

Substantially all full-time non-police employees ol the City-Parish and other member employers are covered by
the Retirement Systemn. The Retirement System actuarially detemmines the contributions required to fund the
plan and cellects the contributions as a percentage of payrolt each payroll period. The Retirement System exists
for the sole benefit of current and former employees of the member employers,

B. Police Guarantece Trust {(PGT)

The Police Guarantee Trust (PGT) was cstablished as a separale legal trust fund on Februzry 26, 2000 to provide
for payment of certain puaranteed Jifetime benefits for cligible police employces who transferred  their
membership o the Municipal Police Employees® Retirement System of Louisiana (MPERS) while retaining
certain rights in CPERS. When established, the Trust was funded from the original CPERS ust through a
trustec-to-trustee transfer, for the full actuarially determined amount necessary to pay all presens and future
contractually guaranteed benefits to eligible members and their survivors. The PGT is charged with all of its
dircct expenses and charged with a percentage of indirect expenses at the rate of twenty percent (20%) for both
2016 and 2009, based on an administrative cosl allocation study performed by an outside consultant, The PGT
funds are invested similarly to the original CPERS trust funds, with separate investment performance
measurement, separate accounting records, and a separate annual actuarial valuation. The Retirement Board is
responsible for administering the assets and making investment policy decisions for the PGT.

C. Membership

At December 31, 2010 and 2009, membership in the Retirement System (CPERS trust only) consisted of:

2010 2009
Inactive:
Retirees and beneficiaries currently receiving benefits 2,876 2,801
Vested terminated employees 46 46
Deferred retirees 337 _36l
Total inactive 3,259 3.208
Active:
Fully vested 1,398 1,422
Nonvestcd 1981 1,997
Tolal active i3 3,419
Total Membership 6,638 6,627
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CITY OF BATON ROUGE AND
PARISH OF EAST BATON ROUGE
EMPLOYEES’ RETIREMENT SYSTEM

NOTES TO THE FINANCIAL STATEMENTS

(1)} PLAN DESCRIPTION, CONTINUED

C. Membership, Continuzed

The CPERS trust active members {vested and non-vested), inactives (retirees), beneficiaries currently receiving
benefits, and terminated empiloyees entitled to benefits bul not yet recejving them, identified in the previous

lable, are categorized by function as follows:

December 31, 2010

Inactive

Regular 2,106
BREC 142
Police 305
Fire _ 646
3,259

December 31, 2009

Inactive

Regular 2,068
BRIEC 133
Police 360
Fire 647
3,208

D. Benefits

Vested
997

79

34
_288
1,398

Nonvested
1,400

371

I

209

1,981

Vested
1,032
70

42
_278
1,422

Nonvested
1,395

367

1

‘I'oal Active

2,397
450
35
497
31378

Total Active

2,427
437
43
512

3419

An cmployee’s benefit rights vest afler the employee has been a member of the Relirement System for 10 years,
1.} full retirement benefits and 2.) minimum
eligibility benefits. The service requirements and benefits granted for each category are:

Benefit payments are classified into two distincl categories:

1. Full retirement benefits:

a. Granled with 25 years of service, regardless of age.

: Defined as 3% of average compensation times the number of years of service,

2. Minimum eligibility benefits:

a, Granted with 20 years of service regardless of age; or at age 55 with 10 ycars of service.

b. Defined as 2.5% of average compensation times the number of years of service.

Average compensation is determined by the highest average compensation in 36 successive months. In the case
of interrupted service, the periods immediately before and after the interruption may be joined to produce 36
successive months. In cases of less than 25 years of service, the computed benefil amount is reduced by 3% for
each year below age 55. Benefits paid 1o employees shall not exceed 90% of average compensation.
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CITY OF BATON ROUGFE AND
PARISH OF EAST BATON ROUGE
EMPLOYEES' RETIREMENT SYSTEM

NOTES TO THE FINANCIAL STATEMENTS

n PLAN DESCRIPTION, CONTINUED

D.  Benefits, Continued

Pensien provisions inciude both service-connected and ordinary disability benefits. In the case of a service-
cotnected disability, the disabled employee is entitled to receive 50 percent of average compensation, plus an
additional factor (.5%} for each year of service in ¢xcess of ten years. In the case of an ordinary disability, ten
years ol service are required te receive 50 percent of average compensation, or 2.5% times the number of years
of credifable service, whichever is greater. Survivor benefits are pranted to qualifying surviving spouscs of
service-connecled disabilities, however, disability henefits cease at the death of the disabled employee who
retired with an ordinary disability,

Also included in pension provisions are death bepefits whereby a qualifying spouse will receive 50 percent of the
retired employee's pension amount at no cost to the retiree. A service allowance reiiree may also purchase an
optional benefit for a spouse or other designated beneficiary, which reduces the monthly pension benefit by an
actuarially computed amount. Should an employee die before retirement, but either was eligible for a benefit, or
had attained 20 or more years of service, a qualilying spouse may receive an actuarially computed benefit bascd
on the employee's calculated benefit. 1 the employee dies having less than 20 years of service, belore reaching
retirement cligibility, the surviving spouse is entiticd to S600 per month until the earlier of death or remarriage,
plus $150 per month for each minor chiid (limited to 3300}, or a relund of the member's retirement
contributions,

E. DROP

DNeferred retirees (participants in the Delerred Retirement Option Ilan (DROP)) are cmployees who are cligible
for retirement, but have chosen o continue employment for a maximum of five years if the member has 25 years
of creditable service, or three years if the incmber has at least |9 but less than 25 vears and is age 55 or older.
Pension annuitics are fixed for these employees and can never be increased, and neither employee nor cmployer
contributions are contributed to the Retirement System on their eaminpgs. DROP deposits for the amount of the
participant’s monthly benefits arc placed in a deferred reserve account until the deferred retiremcnt option period
elapses, or until the employcee discontinues employment, whichever comes tirst.  These accounts bear interest
beginning with the date of the initial deposit for empluyees who fulfill the provisions of their DROP contract.
Failure to fulfill these provisions, specifically 1o terminate employment at the end of the maximum DROP
participation period, results in the enforcement of certain penalty provisions, such as forfeiture of interest and
disbursement of the balancc of the DROP account to the member or to another qualifying pension plan. Five-
year participation in the DROF after 25 years of service is alse a guaranteed benefit available to members who
transferred membership to MPERS (Sec Note 1.B). Because MPERS provides for onty a three-year DROP,
CPERS guarantees the balance of DROP participation, not to cxcced the five-year maximum. Penalty provisions
remain in place for these members as well. Due to legal reguirements, the original CPERS trust DROP accournts
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, 2010 were $179,270,858 and
$16,363,630. For December 31, 2009, the DROP accounts for the CPERS and PGT trusts totaled $172,719,175
and $14,840,8 3 respectively. Members maintaining accounts in the original CPERS trust DROP and the PGT
DRQP respectively as of December 31, 2010 totaled 1,320 and 147, For December 31, 2009, 1,274 and 132
members maimained DROP accounts in the two trusts respectively.
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Financial Section

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

NOTES TO THE FINANCIAL STATEMENTS

() PLAN DESCRIPTION, CONTINUED

E.  Contribution Requir¢ements

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 esiablished by the Flan provisions.
For both 2010 and 2009, Plan members contributed 9.5% of their annual covered salary, which was the
maximum rute under Part 1V, Subpart 2, Sec. 1:264A1(b). Participating employers are required 1o conlribute the
remaining amounts necessary to finance the caverage of their cmployees through periodic contributions at
actuarially determined rates.  For 2010 and 2009, the City General Fund employer rates were 19.83% and
16.16% while the non-gencral fund and other empleyer rates were 24.93% and 21.44%. The City-Parish
provides annual contributions to the Plan as required by Section 9.15 of The Plan of Government of the Parish ol
Eust Baton Rouge and the City of Baton Rouge, which requires that the Retirement System be funded on an
actuarially sound basis. Administrative costs of the Retirement System are provided through investment
eamings.

2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A, Basis of Accounting and Presentation

The Retirement System’s financial statements are prepared on the accrual basis of accounting. Contributions
from the participating cntities and their employees are recognized as revenue when due, pursuant to ordinance
requirements, format commitments, and statutory contractual requirements. Benefits and refunds are recognized
when due and payable in accordance with the terms of the Plan.

The financial statements present the CPERS trust and Police Guarantee Trust separately and combined for 2010,
with memorandum combined totals for 2009 presented for comparative purposes. The assets of each trust can
only be used to pay expenses of that trust, and therefore the combined total columns are not comparable to a
consolidation. Inter-trust transactions have not been eliminated in the aggregation of this data.

B.  Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumplions that affect the reported
amounts of asscls and labilitics and disclosurs of contingent assets and liabilities at the date of the financial
statemenls, and the reported amounts of additions to and deductions from plan net asseis during the reporting
period. Actual results could differ trom those estimates.

C. Method Used to Value Investments

CPERS’ investments are reported at fair value, as required by GASB No. 25, Financial Reporting for Defined
Benefit Pension Plans and Note Disclosures for Defined Coniribution Plans as amended by GASB 50, Pension
Disclosures — an amendment of GASB Statements No. 25 und No. 27. Short-term investments arc reported at
cost, which approximates fair value, Securities traded on national or intemnational exchanges are valued al the
last reported sale price at current ¢xchange rates. Investments that do not have an established market arc
reported at estimated fair value as determined by the custodian bank and verificd by the Retirement System’s
investment copsultant. The fair value of real estate investments is based on guarterly independent appraisals.
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CITY OF BATON ROUGE AND
PARISII OF EAST BATON ROUGE
EMPLOYEES’ RETIREMENT SYSTEM

NOTES TO THE FINANCIAL STATEMENTS

{2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

D. Property and Equipmcnt

Properily and cquipmeni are carried at historical cost. Depreciation is computed on the straight-line method over
5 to 25 years. Minor equipment and furniture acquisitions are charged to operations us capital outlays in the
period they are made. Depreciation expense totaled $7,186 and 521,273 for years ended December 31, 2010 and
December 31, 2009 respectively,

3 CASH AND INVESTMENTS

A, Deposil and Investment Risk Disclosures

The information below presents disclosures of custodial credit risk, credit risk, interest rate risk and foreign
currency risk as outlined by GASB Slatement No. 40 Deposit and Invesiment Risk Disclosures.  These
disclosures are included to inform financial statement uscrs of the investment risks that could affect the
Retirement Systern’s ability to meet its obligations. CPCRS™ Board mitigates custodial credit risk by having the
custodian hold securities in CPERS’ name a5 a requiremeni of the custody contract. CPERS? investment policy,
as adopted by the Board, scis limits on interest rate risk by prohibiting investments in high volatility and low
quality rated securities. However, interest rale risk is allowed at reasonable levels as determined and monitored
by the System’s investment consultant in order to allow the Plan the opportunity to achicve satisfactory long-
term results consistent with its objectives. Because the financial statements present the invesiments by asset
class, and because CPERS has a substantial amount of investments in pooled investment funds, the data in the
tables may not categorically cotrelate directly with the investments shown in the statements.

Standurd & Poor’s rates investment grade securitics, using AAA, AA, A, and BBB. Securifies with these ratings
are considered “financially secure”. For non-investment grade securilies, the ratings BB, B, CCC, CC, C,and D
arc used. These ratings indicate that the sccurity may be “vulnerable” and as such, is regarded as having
vulnerable characteristics that may outweigh its strengths. (IS Treasuries and GNMA’s carry a “Government™
rating and are explicitly backed by the full faith and credit of the US Government, while US Agencies carry an
“Apency” rating, which is considered an implicd AAA rating with implicit US Government backing.

B. Cash and Cash Equivalents

All investments of the Retirement System are registered in the Retirement System's name, or held by the
custedian bank, JPMorgan/Chase, Baton Rouge, LA, or its intermediaries in the Retirement System's name. The
System utilizes a Short Term Investment Fund (STIF) administered by the custodian bank, JPMorgan/Chase, in
which all uninvested cash balances of CPERS and its full discretionary investment managers arc automatically
swept by the custodian into the JPMorgan US Government Money Market Fund, which is an unrated fund that
invests in high-quality, short-term securities issued or guaranteed by the US government or by US government
agencics and instrumentalities. Deposits in this fund are not insured by the FDIC.

Al December 31, 2010, the carrying amount of the Retirement System’s demand deposit accounts classificd as
cash, was $4,230,933 and the bank balance was $4,359,361, ol which $2,450,000 was protected from custodial
credit risk by Federal Depository insurance. The remainder of the demand deposit balances was collateralized by
securitics held by the System’s agent, IPMorgan/Chase, Baton Rouge, Louisiana, in a custodial account in the
Retirement System’s name. At December 31, 2009, the carrying amount of the Retirement System’s cash baok
balance was $8,428,044 and the bank balance was $8,580,293, of which $250,060 was covered by Federal
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CITY OF BATON ROUGE AND
PARISH OF EAST BATON ROUGE
EMPLOYEES’ RETIREMENT SYSTEM

NOTES TO THE FINANCIAL STATEMENTS

3 CASH AND INVESTMENTS, CONTINUED

B. Cash and Cash Equivalents, Continued

Depository insurance and the remainder by securities held by the System’s apgent, JPMorgan/Chase, Baton
Rouge, l.ouisiana, in & custodial account in the Retirctent System’s name.

Included in 2010 cash cquivalents is an interest bearing money market demand account with a balance of
$23,192,000. Federal Depository insurance covered $250 000 of the balance. The remainder of the account was
uncoliatcralized and exposed to cusiodial credit risk.

C. Short-Term Investments

The System’s short-term funds may be invested in cash equivalent securities, which are defined as any fixed
income invesiment with less than one year to maturity with ratings by both Moody's and 8&P of A or better,
Money Market l'unds, or custodian bank STIF or STEP (Short Term Extendable Portfolio) funds.

D. Investments

Seetion 9.15 of The Plan of Government of the Parish of East Baton Rouge and the City ol Baton Rouge
authorizes the Retirement Board to have custedy 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 arc sct forth the guidelines for investing the Retirement System’s assets. 'The document sets
forth permissible investments summarized as follows:

Cash Equivalent Investments — US Treasury Bills, Commercial Paper, Repurchase Agresments, Money
Market Funds, Custodian STIF and STEP Funds

Currency Investmenis — Forcign Exchange Futures, Forwards, Swaps (applies to global or non-U$ managers
for hedging purposes)

Equity [nvestments — US and Foreign Common and Preferrcd Stocks, Convertible Bonds, American
Depositary Receipts (ADR's), and 144a Securities

Fixed Income lnvestments — Bonds (Treasury, Corporate, Yankec), Mortgage-Backed Securities (CMO and
CMB), Assct-Backed Securities, Trust Preferred Securitics, Medium Term Notes, 144a Securitics, and
Eyuity Real Estate

The Retirement System may authorize an agent to participate in securities lending transactions on its behalf.
Investment in derivatives, reverse repurchase agreements and other non-traditional types of investments are not
specifically authorized under the Board’s investment policy, however, in the case of commingled, or
pooled/mutual accounts, the provisions of the prospectus or Declaration of Trust {ake precedence.

Equity sccutities shall not exceed 5 percent of cost and 7 percent of market value in any one company, and fixed
income shall not exceed 2.5 percent of cost and 3 percent of market value; however, the direct debt of the federal
government shall not be restricted as a percentage of the portfolio. No investments in any onc organization shall
represent 5 percent or more of the net assets available for pension benefits, and no single company’s securities
shall represent more than 5 percent of the cost basis or 7 percent of the market value of any manager’s portfolio.
There are no investments in loans to, or leases with, parties related 1o the Plan. Although the Board continued its
contractual relationships with outside third party investment managers during 2010 and 2009, (inal oversight of
investments and investment performance for both the criginal CPERS trust and the PGT remains with the Board.
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CITY OF BATON ROUGE AND
PARISH OF EAST BATON ROUGE
EMPLOYEES' RETIREMENT SYSTEM

NOTES TO THE FINANCIAL STATEMENTS

&)} CASH AND INVESTMENTS, CONTINUED

D. Investments. Continued

Purchases and sales of investiments are recorded on a trade date basis. The Retirement System’s Statement of
Investment Policies and Objectives prohibits the use of securities that use any form of leverage, or in which
interest or principal position is tied to any prohibited type of investment.

CPERS utilizes varicus investment instruments, which by nature are exposed to a variety of risk levels and risk
types, such as interest rate, credit and overall market volatility. Due to the level of risk associated with certain
investment securities, it is reaseoably possible that clianges in the values of securities will occur in the near term,
and that such changes could materially affect the amounts reported in the Statement of Plan Net Assets,

The fair values of the Ratirement System’s investments as of December 31, 2010 and December 31, 2009 are
shown in the table below:

Fair Value @ Fair Value @
Investment Type 12/31/2010 12/31/2009

Asscl Backed Securities 5 7688728 3 4887992
Carporale Bonds/Notes — Domestic ) 20,906,813 21,524,112
Domestic Equities - Active Separate Accountls _ 31.786.742 54.691.927
Domestic Equities  Pooled Funds 286.854 427 290,299,016
MNomestic Fixed Income — J’0oled Funds 126,769,470 157,589.875
Emerging Markcts Equities 111,376,271 40,200,092 |
Equity Real Estate Fund 33.823 882 30,133,669
Int¢rnational Fixed Income 13,223,442 | . 14,207,992
[nternational Equity - Pooled Funds 175.356.366 198,539,835 |
Mortpage Backed Securities 39,856,749 22,212,727
Short-Term Investment Fund/Cash Equivalents 50.436.040 12.731,751
United States Government Agencics 2,059,724 16,161,145
LUnited States Treasury Bonds 25.506.605 8,159,757
United States Treagury [nflation-Protected Sccurities 45,867,653 --

Total $ 971.513,512 $ 871,339,890

E. Custodial Credit Risk

Custedial credit risk for investments is the risk that, in the event of the failure of the counterparty 1o a
fransaction, a povernment will not be able to recover the value of investment or ¢collateral securities that are in
the posscssion of an outside party. Exposure to custedial credit risk arises when securities are uninsured, or are
not registered in the name of the Retirement System, and are held by cither the counterparty or the counterparty’s
trust department or agent, but not in the System’s name.

CPERS’ investments are held by its custodian scparately from the custodian’s asscts in the name of the
Retirement System, and would not be adversely affected if the custodian were placed in reccivership.
Investments in extemal investment pools, mutual funds, and other pooled investments are not exposed to
custodial credit risk because their existence is not evidenced by sccurities that exist in physical or book-entry
form required by the Securities and Exchange Commission, CPERS had no cusiodial credit risk as of December
31, 2009, and on December 31, 2010 did have exposure to custodial credit risk as noted in Note 3.B.
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(3) CASH AND INVESTMENTS, CONTINUED

F.  Credit Risk

Credit risk is defined as the risk that an issuer or other counterparly lo an investment will not fulfill its
obligations. The standardizcd rating systems are a good tool with which to assess credit risk on debt obligations.
CPERS requires that debt obligations be investment grade at time of purchasc (BBB / Baa or higher as rated by
Standard & Poor’s and/or Moody’s respectively). Sccurities that are later downgraded below investment grade
are required fo be liquidated unless the invesiment manager and the investment consultant deem it in the
Systern’s best interest to continue to hold the securities.

The following table can be uscd in determining CPERS’ level of exposure 1o credil risk as of December 31, 2010
and December 31, 2009 for fixed-income securities held in trust at the custodian bank. The “not rated”
designation is applicable to medium term notes in defaull.

S&P/Moody Fair Value @ 2010 Fair Value @ 2009
Rating 12/31/2010 % 12/31/2009 %

Government § 26307715 275 $ 12,320,123 16.9
Agency (AAA) 35,958,516 374 18253376 | 350
AAA 9.732.377 10.1 ] 20,692,671 28.4
AA 3,504,646 36 6.989,658 9.6
A 11,435315 1.9 9,354,142 12.8
BER 7,970,510 8.3 3,676,260 5.0
BB - - 200,567 03
B - " 47,824 0.1
cC 178.464 0.2 - -
ccce 931,046 1.0 1411022 | 1.9
NR (nof rated) 30 0.0 90 0.0

Total ! 5 96,018,619 | 100.0% $ 72945733 | 100.0%

The table above does not include Core-Plus, Absolute Return, and Treasury Inflation-Protected Securities (TIPS)
fixed-income strategies managed in poolcd accounts in which CPERS was invested during 2010 and 2009. For
these contractual relaticnships, the Declaration of Trust documents take precedence over CPERS' investment
policy, and CPERS" custodian bank doss not have custody of the assets in these accounts. Assets in the Core-
Plus fund had a December 31, 2010 fair market value of $69,894,476 and carried an average quality rating of
A+. On the same date, the Absolute Return fund had a fair market value of $70,098,435 and carried an average
quality rating of A-. Also on that date, TIPS had a fair market valuc of $45,867,654 and carried a “Government”
rating.

G. Concentration of Credit Risk

Concentration of credit risk is defined as the inability to recover the value of deposits, investments, or collateral
sccurities in the possession of an outside party caused by a lack of diversification. This form of risk arises when
an entity has one or more concentrated investments in a single issuer. CPERS' Total Plan Statement of
Investment Policies and Ohbjectives limits the concentration in any one issuer to 7 percent of fair value. At
December 31, 2010 and 2009 the System had exposure of less than 5 percent in any single investment issuer.
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)] CASH AND INVESTMENTS, CONTINUED

H. Interest Rate Risk

Interest rate risk is defined as the risk that changes in interest rates will adversely affect the fair value of an
investment. This risk is applicable to debt investments with fair valucs that are sensitive to changes in interest
rates. One indicator of the measure of interest rate risk is the dispersion ol maturity dates fur debt instruments,

The tables below reflect the Retirement Systemt’s domestic fixed-income investments and maturities in actively
managed accounts at December 31, 2010 and December 31, 2009,

December 31, 2010

Investment Maturities (in years)

Investment 1'vpe Fair Value Less Than 1 1-5 5-10 >10
US Treasuries § 25506608 - 12,477,367 8.565.783 4.463.455
US Gov'L Agencics ) 2,059,724 -- $29.780 311.648 318.29
Mornpape RBacked Sec. 39.856.74% 14.361.874 631.580 118,135 24,745,160
Com. Bonds/Ncles 20.906,813 1.287.246 7,384.358 7,180,292 3.054.917
Asset Backed Sce. 7,688,728 - 3,308.384 1.650.828 1.729.016
Tatal $ 96,018,619 15.649,120 24,631,969 18.826.686 36,910.844
December 31, 2009 Investment Maturities {in years)
Investment Type Fair Value Less Than 1 1-5 5-10 =10
L8 Trensuries $ 8159757 % -- S - % - % 8159757
US Gov't Apencics 16,161.145 3,130,353 10.581.308 1.597.356 §52.128
Mortgage Backed Sce. 22212727 6,300,882 347.952 1.515.873 14.048.020
Corp. Bonds/Noies 20524112 58.508 12 582,978 5070427 3.802.199
Assct Backed Sec, 4.887.992 - 2,620,271 1.201.121 1.066.600
Total 72,945,733 $ 9,499,743 § 26,132,509 § 9.384.777 $27.928.704 |

The tables above do not include Core-Plus, Absolute Return, and Treasury Inflation-Protected Securitics (TIPS)
fixed-income strategies managed in pooled accounts in which CPERS invested during 2010 and 2009. For these
coniractnal relationships, the Declaration of Trust documents take precedence over CPERS' investment policy,
and CPERS' custodian bank does not have custody of the asscts in these accounts. The fair valug of CPRERS’
share of the Core-Plus account totaled $69,894,476 with an averape duration of 4.68 years, while the Absolute
Return account totaled $70,098,435 with an average duration of 2.69 yvears. The fair value of the TIPS account

was 545,867,654 and carried an average duration of 5.04 years,

I.  Faorelpn Currency Risk

Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of an
investment or deposit. CPIZRS” investment policy restricts cquity investments 1o securities that are U.S. dollar
denominated and are registered with the SEC. Although foreign exchange futures, forwards and swaps are
permissible for those managers with non-US or global mandates, at December 31, 2010, CPERS had no
investments allocated in foreign currencies in non-pooled accounts of either fixed-income or equity managers.
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(4)  SECURITIES LENDING PROGRAM

The System has authorized JPMorgan/Chase Bank to act as apgent in lending the System’s aclively managed
securities to approved broker-dealers (borrowers) through a Securities Lending Agrecment for Non-ERISA
Accounts. The terms of the agreement require the borrowers to deliver collateral against each loan for no less
than 2.} 102% of the market value of the loaned securitics if the loaned securities were not foreign sceuritics, b.)
105% of the market value of the loaned sccurities if the loaned securities were foreign securities, or ¢.) approved
letters of credit,

JPMorgan/Chase Bank manages cash collateral reccived on the securities loancd in 2 commingled collateral
account. The System owns a pro-rata sharc of the fund (the CashCo Fund). The income generated from the
investraent of the cash collateral, in addition to the fee received for the loan of the sccuritics, is allocated among
the bank, the borrower, and the System in accordance with the contract. The System can also receive non-cash
coliateral including US trcasurics, government sponsored enterprises and federal agencies, mortgage backed
securities (MRBS), corporale bonds, asset backed securitics (ABS), moncy markel instruments, municipal
securities, and privaic label morigage backed securities and collmerabized morigage obligations (CMO).
However, the System does not huve the ability to pledge or sell these non-cash securities; even in the event of
default. Howcver, the bank does provide indemnity in this instance. Both the System and the horrowers
maintzin the right to terminate sccuritics lending transactions. Theretore, the securities loaned do not gencrally
match the duration of the investments made with cash collateral.

In December of 2008 the System imposed a restriction on JPMorgan/Chase whereby the securilies [ending [imit
was capped at $3,000,000 until further notice. In the event of a failure or default on the part of a borrower, the
bank provides indemnity for the market value of the loaned securities on behalf of the System. There were two
names in the collateral account (hat defaulted in 2008 — Lehman Brothers and Sigma Finance Corporation.
There were no new defaults in 2010, and a payout was received for Sigma for 5,2 percent of the outstanding
amount. To protect the interest of its clients, in Seplember of 2008 JPMorgan/Chase categorized the colkateral
security holdings and placed them in three newly created funds. The Active Fund is comprised of securitics that
continued to be traded and experienced no or little illiquidity. The great majority of CPERS” holdings arc traded
from this fund, and the investments of any new securities lending clients are designated exclusively lor this fund.
The Segregated Fund was created for sceurities that were under liquidity pressure in the investment market.
Some of these securitics had been downgraded, but there had becn no defauits. These securilies are
predominantly asset-backed securities and debt of various insurance providers. A large percentage of these
obligations have matured and paid the face amount to the holders. The others continue to pay down principal
and interest, but maturity dates arc regularly extended beyond the original cxpected maturity dates at the time of
issuance. When investmenis in this fund mature, the proceeds become part of the Active fund. The Liguidating
Fund contains the non-performing or illiquid securities that have defaulted on the original obligation. At
December 31, 2010, these consisted of only Lehman Brothers and Sigma Finance Corporation in the aggregate
amount of $92,687.67. The inclusion of these securities has a negative impact on both net asset value and
portfolio yield.

At December 31, 2010 and December 31, 2009 the System had no credit risk exposure 10 borrowers because the
bank provides indemmity against borrower default. The collateral held on those dates respectively was valued at
$4,848,773 and $4,654,585 and the market value of the securities on loan was $4,763,191 and $4,560,142
respectively. The cash portion of the collateral is reflected in the Statement of Plan Net Assets.

The table on the following page shows the December 31, 2010 and December 31, 2009 fair value of the
securities loaned and the fair vale of the collateral held, categorized by security type. Cash collateral of
$4,848,773 consists of US Treasuries and corporate bonds.
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E)) SECURITIES LENDING PROGRAM, CONTINUED

Fair Value of | Fair Valuc of | Fair Value of | Fair Valuc of
Securitics Collateral Securities Collateral
Security Type Loaned Held Loaned Held
at £2/31/2010 at 12/31/2010 | at 12/31/2009 | at 12/31/2009
Corporate Bonds $ 353210 % 358625 $ 1,493200 $ 1.524232
US Apencies - -- 1,266,020 1,293,373
US Treasuries 4,407,981 4,490,148 1,800,922 1.836,980
Total $ 4.763,1091 | S 4848773 | § 4,560,142 | S 4,654,585
5) FUNDED STATUS AND FUNDING PROGRESS - CPERS
Actuarial UAALasa
Actuarial Actirarial Accrued Unfunded Annual Percentage
Valuation Value of Liability AAL AAL Funded Covered of Covered
Date Assets Entry Age (UAAL) Ratio Payroll Payroll
(@) () (b-s) (a/h) (® {(b-a)/c)
12/31/09 | $1,002,378,598 | $1,350,074,067 | $ 347,695,469 T4.3% 1 $136,119,407 255.4%
12/31710  |SL023,450,890 | $1,385.722,119 | $362,271,229 73.9% | 136,123,660 266.1%

The Schedule of Funding Progress, presented as required supplementary information (RSI) following the Notes
to the Financial Statements, present multiyear trend information about whether the actuarial values of plan assets
are increasing or decrgasing over time relative to the AAL for benefits.

Additienal information as of the December 31, 2010 actuarial valuation follows:

Actuarial

cost method:

Amurtization method:

Remaining amortization period:

Asset valuation method:

Actuarial

Invesiment rate of retum:
Projected salary increascs:
Aggregate payroll growth:

assumptions:

COLAs
Inflation assumption:

Individual Eniry Age Normal Actuarial Cost Method with UAAL

Level percentage of payroll with 30-year open amortization

30 years

Expected Value Method with 20 percent of pains/losses recognized each year

7.5 percent compeunded annually
3.5 perecent compounded annually, plus longevity and merit increases
2.5 pereent compounded annually

None

3.5 percent
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3 FUNDED STATUS AND FUNDING PROGRESS - PGT

Actuarial UAAL as a
Actuarial Actugarial Accrued Unfunded Annual Percentage
Vatuation Valuc of Liability AAL AAL Funded Covercd of Covered
Date Assets Entry Age (UAAL) Ratio Payroll Payroll
(a) (b) (b-a) a/b) © ((b-a)e)
i2/31/09 $ 26,874,490 $33,723.310 $ 6,848,820 79.7% | 5 18,836479 36.4%
1231710 % 26,869,584 % 534,845,145 $ 7,975,561 77.1% $17,315,930 46.1%

The Schedule of Fundiag Progress, presented as required supplomentary information (RSI) following the Notes
to the linancial Statements, present multivear trend information about whether the acluarial values of plan assets
are increasing or decreasing over time relative to the AAL for benefits. The above information presented is
based on the entry age actuarial cost method. 1t is intended to approximate the funding progress of the PGT plan,
The aggregate actuarial cost method is used for the PGT plan for funding purposes.

Additional information as of the December 31, 2010 actuarial valuation follows:

Actuarisl cost method:
Asset valuation method:
Actuarial assumptions:

[mvestment rate of return:
Projected salary increases:
Agpregate payroll growth:

COLAs

Inflation assumption:

()] CONTINGENCIES

Apgregate Actuarial Cost Mcthod
Expected Value Method with 20 percent of gains/losses recognized each year

7.5 percent compounded annnally

3.5 percent compounded annually, plus longevity and merit increases
N/A

None

3.5 percent

The System is defendant to several lawsuits, and is subject 1o claims of various parties for which the ootcome s
unceriain. As of the date of these financial statements, these matters are not expected to have a material impact
on the financial condition of the System.
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CITY OF BATON ROUGE AND
PARISH OF EAST BATON ROUGFE
EMPLOYEES® RETIREMENT SYSTEM

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULES OF FUNDING PROCGRESS

CPERS TRUST
Achuarial
Actuarial Accrued Annual UAAL asa
Actuarial Value of Liability Unfunded Funded Covered Percentage of
Valuation Asscts (AAL) AAL Ratio Payroll Covered Payroll
Date (a) () (b-a) (a/b) {c) ((b-a)c)
e 5 - £ 5 s
12/31/01%* 813,977,773 902,821,264 88,843 491 90.2% 102,793,456 86.4%
12/31/02 818,150,788 947,726,617 129,575,829 86.3% 101,339,785 127.9%
1231403 847227425 985,671,695 138,444,270 86.0% 106,244,559 130.3%
12/31/04** 883,603,240 1,057,269,629 173,606,389 83.6% 109,887,345 158.0%
12/31705 924,904,837 1,111.081,729 186,176,892 83.2% 115,559,703 161.1%
12/31/06 079,597,562 1,163,175,147 183,577,585 84.2% 120,067,013 132.9%
12/31/07 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%
12/31/09 1,002,378,598 1,350,074,067 347,695,469 14.3% 136,115,407 255.4%
12/31710 1,023 450,890 1,385,722,119 362,271,229 73.9% 136,123,660 266.1%
PGT TRUST*
Actuarial
Actuarial Accrued Annual 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)ic)
b 5 3 $

12/31/01%* 24,815,273 18,629,335 (6,185,938) 133.2% 20,920,112 (29.6)%
12/31/02 25,481,771 20,457,991 (5,023,780} 124.6% 19,793,300 (25.4Y%
12/31/03 26,468,255 21,765,022 (4,703,233) 121.6% 19,324,588 (24.3%%
12/31/04%* 27,588,419 23,978,260 (3,610,169 115.1% 20,587,122 (17.5)%
12/31/05 27317297 24,728,066 (2,589,231) 110.5% 19,964,426 (13.00%
12/31/06 28,273,898 26,372,573 (1,901,325) 107.2% 20,507,475 (9.3)%
12/31/07 29,042,317 28,724,481 (317,836) 101.1% 19,754,] 10 (1.6Y%
12/31/08 27,725,379 33,196,793 547,414 83.5% 20,084,707 272%
12/31/09 26,874,490 33,723,310 6,848,820 79.7% 18,836,479 36.4%
12/31/10 26,869,584 34,845,145 7,975,561 77.1% 17,315,930 46.1%

*The PGT Trust uses the aggregate actuarial cost method, therefore the above schedule of funding progress is prepared using the
entry age actuarial cost method. The purpose of this disclosure is to provide information that serves as a surrogate for the funding
progress of the plan

**Results reflect the impact of Asset Valuation Method change described in Summary of Actuarial Assumptions and Methods
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SCHEDULES OF EMPLOYER CONTRIBUTIONS

CPERS TRUST

Annual
Required Percentage
Ycar Ended Contribution ___Contributed
5
12/31/0t 13,708,997 80%
12/31/02% 16,110,422 74%
12/31/03 18,479,710 76%
12/3H/04* 19,623,023 95%
12/31703** 20,785,669 106%
12/31/06** 22,129,069 113%
12/31/07** 22,431,367 120%
12/31708** 22,931,211 118%
12/31/09** 29,050,693 98%
1273 1/10** 33,890.884 101%

*Resulls reflect the irapact of Assct Valuation Melhod change described in the Summary of Actuarial Assumptions and Mcthods
**Includes Municipal Employees’ Retirement System contribution and DROP Severance Contribution

POLICE GUARANTEE TRUST
Annual
Required Percentage
_Ycar Ended Contribution _ Contributed
b

12/31/01 -- -%
12731102 -- =%
12/31/03 22,283 100%
12/31/04 112,913 74%
12/31/05 127,781 T4%
12/31/06 367,957 34%
12/31/07 124,607 99%
12/31/08 215,291 59%
12/31/0%9 479,630 31%
12/31/10 1,634,905 15%

Note: Police Guarantee Trust was fully funded at inception effective February 26, 2000
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EMPLOYEES' RETIREMENT SYSTEM

REQUIRED 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 4t the date indicated.
Additional information as of the latest actuarial valuations is shown on this page and the following page.

CPERS TRUST

Valuation date

Valuation method

Amortization method

Remaining amortization period

Asset valuation method

Actuarial assumptions:
Investment rate of return
Projected salary increases
Agpregatc payroll growth

* compounded annually and including infllation 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%

December 31, 2010

Individual Entry Agc Normal Actuarial Cost
Mcthod with Unfunded Actuarial Accrucd Liability.

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

30 vears

Market value as of Januvary [, 1996. Bepinning
Junuary 1, 1997, adjusted Market Value with 20%
unrcalized gains (losses) recognized each year,
Beginning January 1, 2002, Expccied WValue
Method, with 20% of investment gains or {fosses)
recognized cach year,

7.50%* (1)
3.50%* plus longevity/merit (2)
2.50%* (3)
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NOTES TO THE SCHEDULES OF TREND INFORMATION - CONTINUED

POLICF. GUARANTEE TRUST

Valuation dale

Valuation method

Amortization method
Remaining amartization period

Asset vaduioon method

Actuarial assumpiions:
Investment rate of return
Projected salary increases
Aggregaie payrodl growth

* compounded annuatly und including inflation of 3.30%

(1} revised Trom 2008 assumption of 7.75%
{2) revised {rom 2008 assumption of 3.75%

December 31, 2010

Aggregate  Actuarial  Cost Method  (Does  not
identify or separately amortize unfunded aciuarial
habilities)

N/A
N/A

Markel value as of January 1. 2000 and January |,
2001, Beginning January 1, 2002, adjusted Market
Value with 20% of unrcalized gwins or [losses)
recognized cach year,

7.50%* (1)
3.50%* plus longevity/merit {2)
N/A

50 Ciny-Porish Emplovees’ Retirement System



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

Supporting Schedules



D
C I& Employees’

Retirement System
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SCHEDULES OF ADMINISTRATIVE EXPENSES
FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009

Police 2010 2009
CPERS Guarantee Combined Combined
Trust Trust Total Total
Salaries:
Salaries - regular 3 548,004 S 137,000 § 685004 % 696,671
Other compensation — student interns 17,290 4,322 21,612 29,960
Other compensation — auto allowance 3,835 964 4,819 4,819
Related benefits 216,812 52,650 269,462 237,684
Fotal salarics 785,961 194,936 9B0,897 969,134
Travel and training expenses 17.193 4,298 21,491 21,901
Operating services:
Dues and memberships 2,970 742 3,712 2,510
Utilitics 1£,571 2,893 14,464 11,749
Custodial and extermination 13,419 3,355 16,774 15,626
Printing and binding 11,639 1,931 13,570 11,390
Telephonc 4,890 1,593 6,483 5,974
Postape 17,179 4,295 21,474 17,605
Insurance 11,253 2,813 14,066 11,644
Repairs and maintenance - buildings 7.164 1,791 8.955 3911
Repairs and maintenance - offlice equipment 9,349 2,337 11,686 10,935
Total opcrating scrvices 89,434 21.750 111.184 96,344
Supplies 13.050 3,762 18,812 13,146
Professional scrvices:
Accounting and auditing 17,640 4,400 22,000 19,421
Legal 68,801 14,038 82,839 138,973
Actuarial 56,643 22,990 79,633 115,357
Other professional 61,271 13,090 74,361 42,302
Total professional services 204,315 54,518 258,833 366,053
Depreciation expense 7.186 -- 7.186 21,273
Capital outlay -- -~ - 20,975
Other expenses (rcvenues) 271,640 - 271,640 (16,478)

Total administrative expenses 5 L390,7719 § 279,264 § 1,670,043 § 1,492,348

Se¢ accompanying independent auditors’ report.
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SCHEDULES OF INVESTMENT EXPENSES
FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009

Fixed imcome:
Fixed Income - Domestic S
Fixed Income - International
Real Estate Investments

Total fixed income

Equity Scouritics
Lyuitics - Domestic
Equitics - Inernational

‘Total cquity securities

Custedian [ees

Advisor foes

Police 2010 2009
CPERS Guarantee Combined Combined

Trust Trust Total Tutal
684,190 § 27023 8§ 7,213 1149, 760
6,637 2,834 67.49| 94,346
30275 - 310,275 405,177
_ 1059122 29 857 1,088,979 b 6433283
1,308,479 13,452 1.321.931 1,174,675
1,229 693 34,531 1,264,224 1,155,712
2,938,172 47,983 2,586,155 2.330.387
37611 4.036 G1,6067 48,461
112,000 28,000 140,000 140,000
3,766,905 § 109,896 % 3,876,801 4,164,131

Total investment expenses $

See accompanying independent auditors® repont,
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SCHEDULES OF PAYMENTS TO CONSULTANTS
FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2003

Polive 2610 2009
CPERS Guarantee Combined Combined
‘I'rust Frust Total Tota
Accounting and Awditing 5 17600 % 4400 % 2000 % 19,421
Auditors -
Posilethiwaite & Netterville
Legal 68.801 14,038 82.339 138973
Legal Counsel -
Akers & Wishar LLC
Strasburger & Price LILC
Law Offices of Randy P. Zinna
Acluarial 30,043 22,990 79.633 115357
Acluiny -
Nyhar
Other Professionals: 61,271 13.090 74.361 92.302
Medical Examiner -
0. 0L Seimeea, Jr., M.D.
Computer Consultant -
Kelational Systems Consullants
Graphics and Fditorial Consulant -
JaAnne Mchlullen
Cost Allocation Consultant -
MAXIMLUS, ine.
Total L3 204315 5 54.518 3 258833 % 366,053

A schedule ol brokerape conmimissions paid is shown on page 76.

See accompanying independent auditors’ report.
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Summit Strategies Group

April 15, 2011

Board of Trustees

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

Baton Rouge, LA 70821

For the ten years ending March 31, 2010, the S&P 500 produced an annualized retum of -0.7%, marking the end o America's second
"lost decade™ (with the first occurring during the Great Depression). The markets did well in the first quarter, cven with eoncerns
about tightening economic policics on the horizon. The second quarter was difficult. as economic statistics indicated u slowing
growth rate. Demand in the housing market pround 1o a halt, and jobless claims were up as companics remained skittish on hiring.
The worst recession in seven decades waned on. In the third quarter, the unemployment rate was at 9.6%, and Scptember marked the
longest period of clevated joblessness since 1948, The economy saw lackluster growth and consumer confidence remained low amid
speculation that the Fed would buy more bonds to boost the US economy. The fourth quarter witnessed mid-term elections resulting
in changes in Washington and state capitols around the country. Overseas, sovercign risk concerns returned as the EU bailed out
Ircland. The Fed declared more efforts necessary and established QE2, u program to purchase $600 billion ol Treasury securitics.
Uncmployment fell, and the economy saw some stabilization with strong eamings reports. Finally, the consumer came back as retail
spending rose 1o 5.5% during the holiday scason. In summary, there was no shortage of activity 1o keep track of in 2010

After all that, the S&P 300 {inishad the year with a return of 15,19, Small Cap Stocks, represented by the Russcll 2000 Index, camed
a 26.9% return. On the non-U.S. side, stocks in the EAFE (Europe, Asia and Far East) Index (Net) wmned in 7.8% for the vear, while
Emerging Markcts camed 18.9%. In the bond and credit markets, the Barclays Aggregate Index penerated a 6.5% return, while High
Yield bonds again had a big ycar with a 15, 1% retumn,

On December 31, 2010, the CPERS portfolio had a market value of $937.8 million, Assets in the Police Guarantee Trust totaled $22.9
million. For the 12-month period, CPERS returned 15.76% and for the trailing three years, the fund was up 1.26%. Over the Jast five
years, the fund generated 4.52%. For the ycar, the Fund outperformed its benchmark by 3.89%, and wmed in a 10th percentile
ranking in its peer universe. Over these same 1- and 3-year periods, the Police Guarantee Trust earmed returns of 13.47% and 1.63%,
respectively. For the five-year period, the PGT earned 4.63%. The two portfolios are invested similarly, but the funds' sizes diciate
implementation differences, resulting in some retum differences between the two,

My letier to you last year stated, “Perbaps the worst is behind us, but the road to recovery will be long and challenging.” We saw
evidence of this in 2010 with lots of ups and downs but, all in, a pretty good year, We can’t predict the future, but things do scem to
be moving forward. We continue to look for a slow-growth recovery, but given the global political, economic, and social uncertainties
we believe diversification remains a critical component of porifolio strutegy, We have been working with the Board to refine your
portfolic to improve its risk-return profile. We began this process last year, and expect it to continue over the next scveral quarters as
the Board cvaluates its overall sirategies and market opportunities.

In closing and as always, we here at Summit Strategics Group are proud to be your partners and sincerely appreciate your continued
trust and support.

Sincerely,

Adod &ty

Mark A. Caplinger, CFA
Senior Vice President
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STATEMENT OF INVESTMENT POLICIES AND OBJECTIVES

Investment Goals and Objectives

This Statement of [nvestment Policy serves as the official communication regarding the investment practices of the Employees’
Retirement System of the City of Balon 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, [nvestment Committee, Siaff, Investment Managers, Investment Consultant, and Custodian. In addition, this document
provides the Board a meaningful basis for the evaluation of the investment performance of the individual Investment Managers
and the Plan as a whole, measuring each relative 10 a set of clearly defined investment objectives.

Based on genceral 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 Lime, meets or exceeds its assumed actuarial rate of
rcturn on assets. ‘This tonal retum objective will be periodically evaluated by the Board to determine whether it remains relevan
given the then-prevailing capital market conditions and the System’s financial position.

Asset Allocation
CPIERS” Asset Allocation will be the primary tool used to achieve the total return objective. In order to achieve a specilied rate of
return for the Plan, the Board relies on prevailing financial theory at that point in time, which currenily is an investment strategy

utilizing an appropriate long-term diversified assct allocation model.

Bascd on its determination of an appropriate risk posture and its associated long-term return cxpectations, the Board has adopted
the following Asscl Allocation Policy for CPERS.

Asset Class Minimum Alloeation | Target Altoeation | Maximum Allocation
Public Equities 60% 65% 70%
us 32.5%
Non-US 32.5%
Public Fixed Income 25% 30% 35%
Public Real Estate 0% 5% 10%

Rebalancing

In order to maintain its Asset Allocation strategy, a rebalancing program is necessary. Using the policy targets and bands stated in
the previous section, a rebalancing event will be triggered whenever the aggregate equily, aggregate bond or real estate allocations
exceed cither their upper or lower band. At this point, the portfolio will be rebalanced across all asset classes to the tarpet
allocations to the cxtent possible without gencrating undue transactions costs.

Performanee Evaluation and Review

It is necessary and appropriate to maintain a long-term perspective in evaluating the success of the System’s investment program.
However, shorter-term evaluations are also important. On a quarterly basis, the Committee will review actual investment resuits to
ensure that the System’s Asset Allocation is within policy ranges, and that the Investment Managers are maintaining their
respective disciplines and meeting expectations.

The Total Fund performance will be measured rclative to an appropriately weighted benchmark of relevant broad market indices,
referred to as the Policy Index. Based on the current asset allocation mix and investment manager structare, the Policy Index in
the following tabje will be utilized for performance measurement purposes.
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STATEMENT OF INVESTMENT POLICIES AND OBJECTIVES (CONTINUED)

Assel Class Target Allocation Index
LIS Equities 32.5% Russell 3000
Non-US Equities 32.5% MSCI
Public Fixed Income 30% Barclays US Aggrepate
Public Real Estate 5% NCREIF

While the Total Fund is measured against this Policy [ndex, individual Investment Managers will be measured against appropriate
style indices, and also relative to an appropriate peer universc. as determincd by the System’s Investment Ceonsultant. Based on
the current [nvestmem: Manager structure of the Sysitem, the indices and peer proups in the following table will be used for
perfprmance measurement purposes.

i Assel Class/Style Index Pcer Universe
Equity Larac Cap Core Russcll 1000 Larpe Cap Core
Non-large Value/Growth Russcil 2000 Value/Growth | Non-large Cap Valug/Growth
Non-large Core S&P 500 Non-large Core
Non-US Corc MSCI EAFE Non-US Core
Non-US Value/Growth, Small Cap | MSCI EAFE Non-US Core )
. Non-US Emerging Markels MSCIEM Non-US EM
Fixed Income | Core Fixed Income Barclays Capilal Apgregate | Core Fixed Income
| 1JS TIPS Barclays US TIPS US TIPS |
Public Real Estate NCREIF Private Real Estate -

It is recognized that asset classes and investment styles within asset classes go in and out of favor  Therefore, short-term
examination of each manager’s performance will focus on style adhercnce, duration, peer comparisons and style benchmarks. The
long-term objective for each active investment manager is to add value, net of fees, to its specified broad market benchmark. For
these purposes, long-term is delined as a full market cycle, generally thought 10 be & 3 to § year period.

Investment Manager Responsibilitics and Communications

The Investment Managers are to manage the assets in accordance with the statutory requirements, policy guidelincs and objectives
expressed herein. No deviation is permitted unless the ability to do 50 is given in a separate written agreement. Investment
Managers will communicate portfolio valuation and transaction listings on a quarterly basis to the Plan’s Staff and Investment
Consultant and at least anoually report to the lavestment Commitice investment performance relative to the Fund’s policy and
objectives, including levels of income and capital appreciation and securities held.

Intcrnal Cash Management Investment Guidelines

The daily cash balances of CPERS arc invested in a Short Term Investment Fund (STIF) managed by the custodian bank. The
STIT used must be reviewed by the Consultant for adherence to the Fund's risk/return profile and list of approved investments and
pre-approved by the Board. [t is understood that the STIF may be a commingled investment type and as such would be governed
by terms delineated in a prospectus for the fund,

Permissible Investments

The Board recognizes that risk, volatility, and the possibility of loss in purchasing power are represented to some degree in all
types of investment vehicles. While high levels ol risk are to be avoided, as evidenced by high volatility and low quality rated
securities, the Board recognizes that a prudent level of risk is necessary in order 1o allow the Plan the opportunity to achieve
satisfactory long-term results consistent with its objectives.

The fund will be invested in a manner consjstent with all applicable local and State laws. Investments may not be made in any
investment that is prohibited by the Internal Revenue Service, the Department of Labor or statutory restrictions. CPERS” asscts
may be held in separatc accounts, commingled funds or limited partnerships. 1f held in a commingled fund or limited partmership,
the prospectus, Declaration of Trust, or offering document takes precedence over this document.
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STATEMENT OF INVESTMENT POLICIES AND ORIECTIVES (CONTINUED)

With the exception of Private Real Estate, all assets selected within any portfolio must have a readily attainable market value, and
must be readily marictable. In order to provide the investment managers with flexibility to invest in various types of assets, the
following list of asseis arc among those approved for investment.

Cash Equivalents:

U8, Treasury Bills

Commercial Paper/Repurchase Agreements
Moncy Market Funds

Cusiodian S8TIF and STEP Funds

Currency Investments:
Fareipn exchange futures, furwards and swaps (applies exclusively W those manapers with noa-US or glebal mandates, that may
uiilize these instruments for currency hedging purposcs only)

Equities:

L.S. and l'oreign Common Stocks

U.S. and Foreign Prefermed Stocks (rated A or higher)
Convertible Securities, including Debentures
Amcrican Lepository Receipts

144 Securitics

Domestic Fixed Income:

1).S. Treasury and Agency Securities (Notes and Bonds)

LS. Corporate Notes and Bonds

Trust Preferred Seeurities

Medium Term Notes

Yankcc Bonds

Mortzage Backed Securities including Collateralized Mortgage
Obligations {CMOs) and Commercial Mortgage Backed Securities (CMLs)
Assct Backed Securities

144a Securitics

Reul Estate;

The system may fram time to time invest in open- or closed-end commingled funds or limited partnerships that invest in real
cstate. These funds will in turn invest primarily in equity real estate investments. Leverage within these vehicles is permitled, to
be consistent with the stralegy and in accordance with the prospectus ar oflering documents of each vehicle. Other than such
property as it may elect to purchase and occupy for use as administrative offices, CPERS will not invest direcily in real estate as
either an equity owner or lender.

Restricted Jnvestments

Categories of investments that are not eligible for investment include, but are noi limited 1o, the following:

- Futures and option transactions (except for those used for bona fide currency hedging purposes or as otherwise expressly
permittedy;

~  Leverage is not permifted in any portfolio, with the exceplion of Private Lquity Real Estate as provided for in its associated
offering documents;

- Leveraged derivative sccurities, including but not Jimited to Mortgage 10s or POs, inverse floating rate notes, or structured notes
are not permitted, Unleveraged floating rate securities are allowed but interest payments must be linked (o indices within the
portfolio's scope,

- Short sales or targin transactions;

Investments in cormmodities or commodity contracts;

- Direct loans or extension lincs of credit to any interested party;
Letter stock;

-~ Unregistered securities and private placements (excopt those securities regulated by SEC Rule 144A or otherwise specifically
permiited by the Board).
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STATEMENT OF INVESTMENT POLICIES AND OBJECTIVES (CONTINUED)

In the cvent that an invesement manager desires to wilize any type of security or investment strategy not expressly permitted in this
policy, it is the responsibility of thc manager to request authorization from the Board in advance of so doing. Any losses in
principal in a CPERS” portfolio as a resull of a manager having 1o liquidate any non-approved investments that arc purchased for
the portfolio will be borne by the manager.

General Cash and Cash Equivalent Guidelines

As a long-term invesior, CPERS expects ils managers to avoid market timing decisions and to stay fully invested in their
respective disciplines in order to maintain its asset allocation discipline. Cash may be held briefly following the salc of an existing,
security and purchase ol a new sccurity, 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 manapers are exempt from this requirement when cash is
uscd in implementing a “barbell” strategy. For purposes of definition, cash equivalent securiiies are any fixed income investment
with less than one year lo maturity. These securities should have a minimum quality rating comparable to an A- bond rating and
commerciz] paper shall be rated A1/Pt unless held in a diversified short-term commingled fund.

Ceneral Fixed Income Portfolio Guidelines

The portfolic will be invested exclusively In publicly traded fixed income securities, as described in “Permissible [nvesunents™
with an overall average credit quality at “AA” or higher. Securities are not allowed that use any form of leverage The weightad
average credit quality calculation shall be performed using the lower of the ratings by Standard & Poor’s, Fitch and/or Moody’s.

Diversification

Fixed income securitics of any one corporation shall be limited to 2.5% at cost of a portfolio and may not exceed 3% at market,
This restriction also applies to asset-backed sceuritics, non-agency mortgage-backed sccurities (ingluding ¢ommercial motigage-
backed securities) and taxable municipals. The total holdings of an agency-issued mortgage-backed securily of the same coupon
and maturity series of the same agency shall not exceed 10% of the manager’s portfolio at cost {agency-issued mortgage-backed
securities to include GNMA's). The direct debt of the federal government {treasury bonds, bills and notes) shall not be restricted
as a percentage of the manager's porifolio. Private placement bonds are not permiited.  144(a) fixed income scuwritios are
allowable, limited in total to 5% of the market value of a manager's portfolio. The effective duration of the fixed income
portfolio(s) must remain within & range of 75% to 125% of the duration of the benchmark at all times.

Portfolio Quality

Fixed income securities shall not be rated less than Baa3 or its equivalent by a nationally-recognized rating agency (such as
Standard & Poor’s, Fitch, or Moody's) unless specific permission is granted to a manager. Individual issucs rated AAA 1o AA- or
its equivalent may have a 2.5% position at cost and 3% at market value. Individual issues rated below AA- or its equivalent may
have a 1.5% position at cosl or 2% at market valuc. Individual issues rated BBB or its equivalent by may have a 1% position at
market value. Split-rated securities in which one rating is beJow investment grade shall not comprise more than 3% of the market
value in tolal for AAA to AA- or its equivalent, 2% for issues rated below AA- to RBB+ or its equivalent and 1% for issues raied
BBB or iis equivalent of any manager’s portfolio unless specific autharity has been granted.

The ratings issue does not apply o direct obligations of the U.S. Government and its agencies. If specific managers are given
international flexibility, the same quality restrictions apply. Emerging market securitics not listed in the Barclays Capital
Apgrepate are prohibited. Unless specific authority has been granted, in the event of a bond’s downgrade below BBB- or its
equivalent {(excluding split-rate securities discussed above), the Board shall be notified in writing and the manager shall include a
recommended course of action in response to the event in a manner it deems most prudent for the Fund in the long term.

Performance Objectives

Primary emphasis is to be placed on relative rates of return. Over a market cycle (usually 3-5 years), the following are the
performance cxpectations for the portfolio.

» The total return of the fixed income composite should excced after foes the return of the Barclays Capital Aggregatc Bond
Index.
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STATEMENT OF INVESTMENT POLICIES AND OBJECTIVES (CONTINUED)
»  Passive fixed income investment products arc expected to approximate the return of the underlying index gross of fees.
e The total retumn of the fixed income segment of the fund should rank above median performance in a universe of managed
fixed income portfolios.

General Real Estate Portfolio Guidelines

Core Equity Real Estate

The term “core” refers to a portfolio comprised of well leased-assels that ufilizes relatively low leverage. Diversification is
achicved on both a property type and geographic basis, and a majority of the total return is gencrated [rom income rather than
capital appreciation. ‘The term “equity” real estate refers 1o the dircct ownership of tangible properties as compared to a mortgage
loan. Though referred 10 as “equity”, with stable cash flows as the primary return companent, low volatility, and low correlation
to the other major asset classes it behaves substantially more like fixed income than cquity. ‘The portion of the fund invesied 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 employ real estate
managers whose investment style, diversification targets and risk posture as described in their prospectus or Declaration of Trust
shall closely approximale those of CPERS,

Performance Ohjectives

Primary emphasis is to be placed on relative rates of return.  Over a market cycle (usually 3-5 years), the following are the
performance expectations for the portfolio:

e The total return of the equity real estatc composite should exceed after fees the returm of the NCREIF Propenty Index.
»  The total retwn of the cquity real estate portion of the fund should rank above median performance in a universe of managed
cquity real estatc portfolios.

General Equity Poréfolio Guidelines

The portfolio will be invested exclusively in publicly traded cquities, as described in “Permissible Investments™. Restricted or
letter stock, ete., is not permitted.  Securities are not aliowed that use any form of leverage.

Diversification

The diversification of the equity securitics held in the portfolio among sectors and issuers is the responsibility of the [nvestment
Manager. No single compuny’s securilies shali represent more than 5% of the cost basis or 7% of the market value of any
managcr’s portfolio,

Style Adherence

Quarterly, fundamenial portfolio charucieristics and style benchmark comparisons wilt be monitored for adherence to a manager’s
identified style. Domestic equity managers are allowced to invest in dollar-denominated, SEC registered stock of foreign domiciled
companies traded on thc NYSE, AMEX or OTC markets. Concentration restrictions for these securities are the same as for any
other security. Intcrnational equity managers may invest in depository receipts as long as the underlying security is permissible
within these guidclines and the investment does not expose the Fund to any greater risk than the risk from holding the underlying
security. Intemational equity managers may also invest in Emerging Markcts securities, so long as the aggregate value of those
securities do not exceed 102 of the market value of a manager’s partfolio.

Proxy Voting

Each Investment Manager is hereby authorized and empowered to vote proxies, said voting to be performed in good faith and for
exclusive benefit of CPERS' participants and beneficiaries. Each Investment Manager shall keep accuratc records as to the vating
of proxies and shall provide information from such records to the Board upon request.
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STATEMENT OF INVESTMENT POLICIES AND OBJECTIVES (CONTINUED)

Securitics Lending

The Board may select an agent to lend the financial securities of the fund. Any income gained through the lending program will he
deposited monthly in a specified account and invested in short-term instruments until allocated to the Investment Managers. The
agent may lend any eligible securities, such as U.S. and non-U.3. equities, corporate bonds and U.S, and non-U.8. government
securitics. The agent will have full discretion over the selcetion of borrowers and will continually review credit worthiness of
potential borrowers through adequate analysis of all material provided to them.

All loans shall be fully collateralized with cash, government securitics or irrevocable bank letters of credit. Collateralization 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-U.S. loans, respectively. These collateralization proccdures should be marked-to-market daily.

The sceurities lending program shall in no way inhibit the trading activities of the Investment Managers of CPERS.

The sceurities lending agent has developed internal guidelines for the investment of cash collateral. The Board has reviewed thesc
guidelines and incorporates them as the CPERS' [nvestment Policy on Securitics Lending Cash Collateral. A copy of the agent's
cash collateral Investment Policy shall be sent (o the Fund at least annually or any time there is a material change made to the

document.

CPERS Brokerage Policy

The Board, at its discretion, may identify a brokcrage firm or firms to receive consideration from CPERS' munagers when it is
viewed to be in the best intersst of the beneficiaries. This will be officially acted upon by the Board and communicated to all
investment firms utilized by the Fund. With regard 10 transaction expcense, each manager recoghizes commissions as an assct of
CPERS and accepts same fiduciary responsibility for managing commissions that exist for the management of all assets under their
autharity. The Board also recopnizes that transaction expens< includes both commissions and execution costs, and charges the
manager with the optimization of both for the lowest possible transaction cost. The Board cncourapes the cquity managers to
manage the commission activity using all available trading mechanisms to maintain commission levels on listed trades of three (3)
cents per share or less. The Staff shall report on commission levels annually, and a managers failure to achieve these commission
levels should be explained by that manager in writing to Staff. [f a1 any time a manager believes compliance with this policy is
adversely affecting ils performance, said manager has the responsibility to immediately notify the Board of the conceri(s).

Investment Complinnce Issues Policy

It shall be the policy for the Consultant 1o review the Investnent Managers® holdings, where possible, on a quarterly basis in order
10 determine compliance with the Retirement Bourd’s Statement of Investment Policy. Any issues that arjse will be discussed with
the Manager and forwarded to the Staff and Investment Committee. If the Manager believes that the System’s Investment Policy
in regard to the issue in question is overly restrictive to its investment activities, the Manager may request relief in writing to the
Investment Censultanl, StafT and Investment Committee. To the exlent possible, each issue will be resolved by the Investment
Consultant, working in conjunction with the StafT, then the Investment Committez, and then the fill Board.

Anti-Terrorism Investment Policy

‘The Board recognizes that public pension funds have come under increased pressure from the peneral public to divest from
companies that do business in countries that support tervorism.  Unfortunately, a list of companies that are deemed to be
supporting terrorism is not publicly available at this time and foreign policy, regulations and sanctions are complex and continually
changing to address the needs of national security. Given the importance of this issue, the Board, in an effort to balance their
fiduciary obligations to the members of the System with their responsibility as patriots has directed CPERS’ Investment StafT to on
an annual basis conlact federal agencies to provide factual information regarding companics that are supporting terrorism. The
results of these contacts will be forwarded 1o cur investment managers for discussion and reported 1o the Board.
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INVESTMENT SUMMARY
AS OF DECEMBER 31, 2010 AND 2009
CPERS TRUST
December 31, 2010 December 31, 2009
% Total % Total
Fair Fair

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

Fixed Income - Domestic $ 152,860,023 16.2% $ 193,862,685 22.9%

Fixed Income - International 12,406,272 1.3% 13,614,679 1.6%

U. S. Government Obligations 102,007,051 10.8% 26,960,056 3.2%

Real Estate Investment Fund 33,823,882 3.6% 30,133,669 3.6%
Equities:

Equities - Domestic Large Cap 245,944,630 26.1% 204,070,379 24.1%

Equities - Domestic Small Cap 66,274,933 7.0% 131,835,622 15.6%

Equities - International Large Cap 118,851,269 12.6% 193,843,245 22.5%

Equities - International Small Cap 52,361,232 5.5% 0 0.0%

Equities - Emerging Markets 109,125,615 11.6% 39,211,610 4.6%
Cash Equivalents 50.099.866 5.3% 11,518,718 1.4%

Total Investments $ 943,754,773 100.0% $ 845,050,663 100.0%

CPERS ASSET ALLOCATION AS OF DECEMBER 31, 2010

Fixed Income -

Cash Equivalents
3 Domestic 16.2%

5.3%

Fixed Income -

Intemational 1.3%
U. S. Government
Obligations 10.8%

Equifies - Emerging
Markets 11.6%

Equities - Internati
SmallCap 5.5% Real Estate
Investment Fund
3.6%
Equities - Intemation

Large Cap 12.6% Equities - Domestic

Large Cap 26.1%

Equities - Domestic
SmallCap 7.0%
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INVESTMENT SUMMARY
AS OF DECEMBER 31, 2010 AND 2009

POLICE GUARANTEE TRUST

December 31,2010 December 31, 2009
% Total % Total
Fair Fair

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

Fixed Income - Domestic $ 7,833,881 34.2% $ 6,582,512 30.4%

Fixed Income - International 817,170 3.6% 593,313 2.8%

U. S. Government Obligations 1,106,014 4.8% 0 0.0%
Equities:

Equities - Domestic Large Cap 5,078,383 22.2% 4,535,929 21.0%

Equities - Domestic Small Cap 1,343,223 5.9% 3,024,782 14.0%

Equities - International Large Cap 2,455,121 10.7% 2,810,931 13.0%

Equities - Intemational Small Cap 1,688,744 7.4% 1,885,660 8.7%

Equities - Emerging Markets 2,250,656 9.8% 988,482 4.6%
Cash Equivalents 336,774 1.5% 1,213,033 5.6%

Total Investments $ 22,909,966 100.0% _§ 21,634,642 100.0%

PGT ASSET ALLOCATION AS OF DECEMEER 31, 2010

Cash Equivalents

Equities - Emerging 1.5%

Markets 9.8%

Equities -
Intemational Small Fixed Income -
Cap 7.4% Domestic 34.2%

) _FixedIncome-
Equities - International 3.6%
International Large
Cap 10.7% Equities - Domestic
Equities - Domestic Large Cap 22.2%
SmallCap 5.9%
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ASSET ALLOCATION AS OF DECEMBER 31, 2010

Total Fixed
Income
37%
Total Equity
63%

Equities-Emerging Total Equity Allocation
Markets

12%

Equities-International
SmallCap

6%
Equiﬁes-lnternationalA Total Fiked lncome
Large Cap 37%
12% '
Equities-Domestic Small
Cap

™%
Equities-Domestic Large
Cap
26%
Total Fixed Income Allocation U'S Government
Obligations
1% Fixed Income-Domestic
17%
Fixed Income-
Total Equity International
63% 1%

Real Estate Investment
Fund
3%

Cash Equivalents
5%
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CPERS LIST OF INVESTMENTS
AS OF DECEMBER 31, 2010

FIXED INCOME

LARGEST FIXED INCOME HOLDINGS BY FAIR VALUE — NON POOLED ACCOUNTS

COUPON MATURITY PAR FAIR
_DESCRIPTION i RATE  DATE VALUE _VALUFE
US GOVERNMENT OBLIGATIONS )
UNITED STATES TREAS NTS 0.500% 11730712 § 7,540,000 $ 7,530,273
FNMA POOL #A110944 4.000% 12/01/40 5,800,000 5,775,640
FNMA POOL #AE8212 4.000% L1/01/40 5,613,316 5,589,740
FNMA GTD MTG PASSTHRU 4.500% 01/13/11 3,700,000 3,797,717
UNITLED STATES TREAS NTS 0.750% 12/15/13 2,755,000 2,735,412
FNMA GTD MG PASSTIHRU 5.000% 01/13/11 2,200,000 2.312,750
UNITED STATES TREAS NTS 2.425% 12431715 2,200,000 2,211,682
FNMA G'1D MTG PASSTHRU 3.500% 0119711 1,300,000 1,308,044
FNMA GD MTG PASSTIIRU 6.000% 01/13/11 1,200,000 1,204,236
FNMA POOL #AT10942 4.000% 12/01/40 1,300,000 1,294,540
OTHER US GOVERNMENT OBLIGATIONS 22,383.83 1 23,384,457
TOTAL 'S GOVERNMENT OBLIGATIONS $ 55,992,147 $57,245,411
POMESTIC FIXED INCOME
ISRAEL ST GTD NT 5.500% 09/18/23 $ 800,000 $ 918,296
SLM STUDENT LN TR LN BKD NT 0.660% 07/25/17 765,008 762,384
CITIBANK OMNI MASTER TR 2009 2.360% 05/16/16 675,000 683,363
SLM STUDENT LN TR LN BKI> NT 1.550% 07/25/23 640,000 665,658
MORGAN STANLEY GLOBAL MED TERM NT 4200% 1172014 585,000 597,654
MET LIFE GLOBAL NT 5.125% 04/10/13 550,000 592,196
BP CAP MKTS PL CGTDNT 3.125% 10/01115 575,000 574,603
ALLY AUTO RECLIVABLES TR 2010-5 1.000% 03/15/16 555,000 549,123
BEAR $11ARNS COML M1G 2006-PWR 1 5.460% 03/11/39 500,000 540,595
HONDA AUTO RECEIVABLES 2009-3 2.310% 05/15/12 534,498 540,468
OTHER FIXED INCOME HOLDINGS - DOMESTIC 27,323,598 27,500,095
TOTAL DOMESTIC FIXED INCOME $ 33,503,104 $ 33,924,435

DOMESTIC FIXED INCOME — POOLED ACCOUNTS

FAIR
DESCRIPTION UNITS VALUE
DOMESTIC FIXED INCOME — ABSOLUTE RETURN 3,923,107 $ 59,195,760
DOMESTIC FIXED INCOME — CORE PLUS 4,001,328 59,739,828
US TREASURY INFLATTION PROTECTED SECURITIES 4,154,349 44,761,640
TOTAL DOMESTIC FIXED INCOME - POOLED ACCOUNTS 12,078,784 $163,697,228

A complete list of portfolio holdings is available upon request,
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CPERS LIST OF INVESTMENTS (CONTINUED)

INTERNATIONAL FIXED INCOME - POOLED ACCOUNTS

FAIR
DESCRIPTION UNITS VALUE
INTERKATIONAL FIXED INCOME — ABSOLUTE RETURN 435416 5 6,569,999
INTERNATIONAL FIXED INCOME — CORE PLUS 390,909 5,836,273

TOTAL INTERNATIONAL FIXED INCOME — POOLED ACCOUNTS 826,325 S 12,406,272
REAL ESTATE INVESTMENTS

FAIR
DESCRIPTION o UNITS VALUE,__
REAL ESTATE INVESTMENT FUND 41,108 $ 33,823,882

EQUITIES

LARGEST DOMESTIC EQUITY SECURITIES BY FAIR VALUE — NON POOLED ACCOUNTS

FAIR

DESCRIPTION SHARES VALUE
LORAL SPACE & COMMUNICATIONS INC 11,875 $ 908433
EMERGENCY MED SVCS CORP 13,820 892,910
UNITED THERAPEUTICS CORP 12,860 813,009
GEOEYE INC 17,341 735,085
MEDNAX INC 10,480 705,199
TRACTOR SUPPLY CO 14,135 685,406
SXC HEALTH SOLUTION CORP 16,040 084,671
RADWARE LTD 17,475 655,487
KRONOS WORLDWIDE INC 15,335 651,584
FINISAR CORP 20,325 603,449
OTHER EQUITY SECURITIES — DOMESTIC 1,483,446 24.451.504

TOTAL DOMESTIC EQUITY SECURITIES 1,633,132 $ 31,786,742

EQUITIES — DOMESTIC POOLED ACCOUNTS
FAIR

DESCRIPTION UNITS YALUE
SMALL CAP VALUE FUND 27,171 $ 34,488,191
RUSSELL 1000 FUND 1,512,019 123,727,075
S&P 500 FUND 9,095,118 122,217,555

TOTAL EQUITIES - DOMESTIC POOLED ACCOUNTS 10,634,308 $ 280,432,821

A complete list of portfolio holdings is available upon reguest,

70 City-Parish Emplayees’ Retlirement Sysiem



Irvestinent Section

CPERS LIST OF INVESTMENTS (CONTINUED)

FQUITIES -~ INTERNATIONAL POOLED ACCOUNTS

FAIR
DESCRIPTION VALUE
UNITS
INTERNATIONAL VALUE EQUITY FUND 1.200.796 § 58,639.893
INTERNATIONAL GROWTH EQUITY FUND 4.178.327 60,211,376
INTERNATIONAL SMALL CAP FUND 1,526,629 52,361,232
EMERGING MARKETS FUND 2414071 109,125613

TOTAL EQUITIES — INTERNATIONAL POOLED ACCOUNTS 4,320,423

CASH EQUIVALENTS

$ 280,338,116

FAIR
DESCRIPTION VALUE
NORTHERN TRUST BANK MONEY MARKET FUND § 23,192,000
JPMORGAN US GOVT MONEY MARKET FUND PREMIER SHARES 26.907.806

TOTAL CASH EQUIVALENTS

TOTAL CPERS INVESTMENTS

S A0.099.866

¥ w3.734.773

City-Purish Employess * Retirement System 71




Investinent Section

PGT LIST OF INVESTMENTS
AS OF DECEMBER 31, 2010

FIXED INCOME

DOMESTIC FIXED INCOME - POOLED ACCOUNTS

FAIR
DESCRIPTION UNITS VALUE
DOMESTIC FIXED INCOME — ABSOLUTE RETURN 258,436 § 35,899,341
DOMESTIC FIXED INCOME — CORE PLUS 263,499 3,934,040
US TREASURY INFLATION PROTECTED SECURITIES 102,650 _ 1,106,014
TOTAL DOMESTIC FIXED INCOME - POOLED ACCOUNTS 624,605 ‘ ] ¥ 8,9_39,895
INTERNATIONAL FIXED INCOME - POOLED ACCOUNTS
FAIR
DESCRIPTION UNITS VALUE
INTERNATIONAL FIXED INCOME — ABSOLUTE RETURN 28,685 $ 432,835
INTERNATIONAL FIXED INCOME - CORE PLUS 25,742 384,335
TOTAL INTERNATIONAL FIXED INCOME —POOLED ACCOUNTS 54,427 $ 8&17.170
EQUITIES
EQUITIES - DOMESTIC POOLED ACCOUNTS
FAIR
DESCRIPTION UNITS VALUE
RUSSELL 1000 LARGE CAP FUND 31,152 $ 2,549,114
S4:P 500 LARGE CAP FUND 188,222 2,529,269
RUSSLCLL 2000 VALUE INDEX PLUS SMALL CAP FUND 22,782 657,639
RUSSELL 2000 GROWTI INDEX PLUS SMALL CAPFUND _ 35,121 635,584
TOTAL EQUITIES - DOMESTIC POOLED ACCOUNTS 277,277 $ 6,421,606
EQUITIES — INTERNATIONAL POOLED ACCOUNTS
FAIR
DESCRIPTION UNITS VALUE
INTERNATIONAL VALUE EQUITY FUND 24,487 $ 1,i1953819
INTERNATIONAL GROWTIH EQUITY FUND 87,504 1,255,302
INTERNATIONAL SMALL CAP FUND 114,107 1,688,744
EMERGING MARKETS FUND 49,693 2,250,656
TOTAL EQUITIES - INTERNATIONAL POOLED ACCOUNTS 275,881 $ 6,394,521

CASH EQUIVALENTS

DESCRIPTION

FAIR
VALUE

JPMORGAN US GOVT MONEY MARKET FUND PREMIER SHARES

TOTAL PGT INVESTMENTS

A complete list of portfolic holdings is available upon request.

$ 336,774

$ 22,909,966
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INVESTMENT PERFORMANCE MEASUREMENTS

Rate of
Return Rank*
Comparative Rates of Return on Total Fund — Year Ended December 31, 2010
City-Parish Employecs’ Retirement System 15.76% 10
Police Guarantee Trust 13.47% 37
Mcdian Total Fund 12.75% 50
Allocation Index ** 12.41% 61
Comparative Rates of Return on Domestic Equitics ~ Year Ended December 31, 2010
City-Parish Employeces’ Retirement System 22.15% 8
Police Guareniee Trust 20.52% 18
Median Domestic Equity Composite 17.76% 50
Russell 3000 16.93% 66
Compurative Rutes of Return on International Equities — Year Ended December 31, 2010
City-Parish Employees” Retircment System 15.82% 18
Police Guarantee Trust 16.53% 14
Median International Equity Composite 12.49% 50
MBCI EAFE 7.75% 91
Comparative Rates of Return on Fixed Income Securities — Year Ended December 31, 2010
City-Parish Employees® Retircinent Systern 8.80% 45
Police Guaraniee Trust 9.75% 32
Median Bond Composite B.56% 50
Barclays Capital Aggrepate Index 6.54% 82
Comparaiive Rates of Return an Real Estate — Year Ended December 31, 2010
City-Parish Employees’ Retirement System 19.16% 2
Police Guarantee Trust N/A% N/A
Median Real Fstate Fund 10.23% S0
NCREIF Property Index 13.11% 29
The total performance as compared tu public funds in the Mellon Universe, as reported by
Summit Strategics Group, Investment Consultant for City-Parish Employces' Retirement
System, iy as follows:
One-year period ending December 31, 2010 15.76%
Two-year period ending December 31, 2010 20.49%
Three-year period ending IDecember 31, 2010 1.26%
Four-year period ending December 31, 2010 2.00%
Five-year period ending December 31, 2010 4.52%

*  Rank indicates CPERS’ relative investment performance in relation to other total funds in the Mellon Universe of funds.

#* The Allocation Index indicates the return that would have been produced if the same percentage of assets on a quarterly basis
was invested in the appropriate market indices.
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ANNUAL RATES OF RETURN

ANNUALIZED

2006 2007 2008 2009 2010 JYRS. S5YRS
TOTAL FUND
Cily-Parish Emp. Retivement System 15.2% 43% (28.5)% 25.4% 15.8% 1.3% 4.5%
Police Guarantee Trust 15.2% 1.5% (28.0)% 28.5% 13.5% 1.6% 4.6%
Median Total Fund 12.8%4 34% (24.00% 19.7% 12.8% 1.1% 4.5%
Inflation (CPI) 2.6% 2.9% 0.1% 2.3% 1.5% 1.4% 2.2%
DOMESTIC EQUITY
City-Parish Emp. Retirement Syslem l64%  (22}% (36.6)% 31.3% 222% 0.5% 3.0%
Police Guaranice Trust 17.8% 5.1% (35.5)% 25.2% 20.3% (0.9)% 2.5%
Medizn Domestic Equity Fund 14.7% 54% (3730  29.0% 17.8% (1.7)% 2.9%
Russell 3000 15.7% 5.0%  (37.30% 28.3% 16.8% {2.0)% 2.7%
INTERNATIONAL EQUITY
City-Parish Emp. Retiremert System 27.5% 10.5% (43.8)%% 40.0% 15.8% (3.0)% 5.1%
Police Guarantee Trust 20.9% 10.4% (43.8%%  397% 16.5% (2.9)% 5.2%
Median International Equity Fund 26.3% 129% @26)%  37.2% 12.5% (4.4)% 4.7%%
EAFE (NET) 26.9% 11.2% (43.4)% 31.8% 7.8% (7.00% 2.5%
FIXED INCOME
City-Parish Emp. Retirement System 4.3% 42% (6.8)%  21.3% 8.8% 7.2% 6.0%
Police Guarantee Trust 43% 38% (112  27.8% 5.8% 7.6% 6.2%
Median Bond Fund 4.7% 6.7% (1.4)Y% 12.1% 5.6% 6.6% 6.2%
Barclays Capital Aggregate index 4.3% 7.0% 5.2% 5.9% 6.3% 5.9% 5.8%
REAL ESTATE
City-Parish Emp. Retirement System [5.0% 172%  (12.5% (38.7)% 19.2% (13.8% (29%
Police Guarantee Trust N/A N/A N/A N/A N/A N/A N/A
Median Real Estate Fund 16.1% 139% (13.9% (27.7Y% 10.2% (9.3)% 0.1%
NCREIF Property Index 166%  158%  (6.5)% (16.9)%  13.1% 4.2)%  3.5%

Note: These calculations were prepared using a time-weighted rate of return based on market values at December 31

of the year indicated.
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SCHEDULE OF CPERS INVESTMENT FEES
FOR THE YEAR ENDED DECEMBER 31, 2010

Fixed income:
Fixed Inconte - Domestic
Fixed Income - International
Rezl Fstate [nvestments

Equity Securities
Equities - Domestic
Equities - International
Total investment managers® fees
Custodian fees
Advisor fees

Securilies lending fees

Total investment expenses

Assets Under Investment

Management Service Fecs

254,866,974 § 634,190

12,406,372 64 657

33,823,882 310,275

312,219,563 1.308,479

280,338,116 1,229,693
... 3597294

57,611

12,000

o LA936

5 3,771,841

SCHEDULE OF PGT INVESTMENT FEES
FOR THE YEAR ENDED DECEMBER 31, 2010

Fixed income:
Fixed Income - Domestic

Fixed Income - [nternational

Equity Securities
Equities - Domestic
Equities - Intcrnational
Total investment manager’s fees

Custodian lees
Advisor fees

Total investment cxpenses

Assets Under

lavestment

Manapgement Service Fecs

$ 8,939,895 § 27,023
817,170 2,834

6,421,606 13,452

$ 6,394,521 34,531
77,840

4,056

28,000

5 109,896
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SCHEDULE OF COMMISSIONS PAID TO BROKERS
FOR THE YEAR ENDED DECEMBER 31, 2010

Commission

Brokerage Firm Shares Truded  Dollar Amount  Per Share
Credit Suisse Securitics (USA) 4,660,236 $ 34,136 $.0116
Instinct Corporation 2,207,317 46,113 0209
Liquidnet Inc. 1,243,990 24,140 0180
Piper Jaffray & Co. 1,184,843 18,467 0156
Cantor Fitzgetrald & Co., NY 662,683 16,104 .0243
BNY Convergx Execution Selutions, LLC 340,662 12,983 0381
lefferies & Ca., lnc 424 096 12,364 292
Craig-Hallum 344,340 11,509 0334
Stephens Inc. 310,129 9,535 .0307
Thomas Weisel Partmers, LLC 301,070 8014 0296
Wedbush Morgan Securities, Inc 211,700 7,974 0377
Stifel, Nicelaus & Co., Inc. 219,640 7,909 0360
Dougherty Company 237,551 17,721 .0325
Merriman Curhan Ford & Co. 196,130 7,454 .0380
D.A. Davidson & Co. 191,914 7,265 0379
Lazard Capital Markets, LL.C 184,520 7,127 0385
Northland Securities Inc. 193,350 6,992 0382
National Financial Scrvices Corp. 296,538 6,896 0165
Cowen & Company, LL.C 216,240 6,760 .0313
Robert W, Boird & Co, 185,700 6,735 0363
Oppenheimer & Co, 164,895 6,590 .0400
Needham & Co. 165,970 6,403 0386
Canaccoro Adams, Ing, 178,240 6,083 0341
Knight Securities Broadcort 478,615 5,923 0124
RBC Capital Markets Corp 135,592 521% 0385
Cruttenden Roth, Inc. 127,485 5,099 0400
Raymond Jatnes & Associates Inc. 125,635 5,025 .0400
Kevhane Capital Markets, [ne. 145,565 4,715 0324
Deutsche 3anc Securitics 116,185 4,647 .0400
William Blair & Co. 109,445 4,378 0400
Sidoti & Company, LLC 108,750 4,350 0400
Weeden & Co. 184,775 4277 0231
Dircet Brokerage, Inc. 127,015 4,191 0330
Keefe Bruyette and Weods, Inc. 114,315 3,966 0347
Jones Trading Institutional SE 147,433 3,901 0265
Buckingham Research, NY 105,286 3,758 0357
Gordon, Haskett & Co, 90,575 3,623 .0400
Suntrust Capital Markets, Inc. 87,810 3,357 .0382
Collins Stewart LL.C 81,565 3,263 .0400
Other (48 Firms) * 1,962,020 63,427 0323

Total 18,670,020 $439,292 $.0235

* Firms that had less than $3,263 commissions paid.
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June 22, 2011

Board of Trustees

Employees’ Retirement System

City of Baton Rouge and Parish of East Baton Rouge
208 St. Ferdinand Streat

Post Office Box 1471

Baton Rouge, Loulsiana 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 Eest Baton Rouge as of January 1,
2011, The valuation was prepared on the basis of the data submitted by the Retirement
System office and the actuarial assumptions adopted by the Board of Trustees, and
reflects the benefits in effect on tho valuation data.

The funding objective of the Ratirement system was established as follows:

a) fully fund all current normal costs determined in accordance with the prescribed
funding method; and

b} liquidate the unfunded liability &s of Januaty 1, 1995 over a thirty-year period
with subsequent changes in unfunded liabilities amortized over thirty years. Note
that prior to the January 1, 2001 valuation subsequent changas in unfunded
liabilities were amortized over the remaining portion of the original thirty years.
This change in amortization was applied to all changes in unfunded liabilities
since January 1, 1995, Effective with the January 1, 2004 wvaluation, this
change in amartization was reversed. All changes in unfunded liability are
amortized over the remainder of the 30-year period that started an January 1,
1995, Effective with the January 1, 2005 valuation, the amortization approach
was changed to use a level percentage of payroll 30-vear open amortization
method.

Effective with the 2000 year, the Board decided to introduce a one-year delay from the
valuation date to the year for which the contribution rate calculated in the valuation is
applied. Thus the contribution rate calculated in the 2011 valuation will apply to the year
2012. The 2010 valuation was the basis for the 2011 contribution rate.

The City contribution rate for the 2011 year is set to 2.4.90%. This reflects a 2.73%
increase from the 2010 rate.

2000 RiverEdge Parkway

Sulte 540

Atlanta, GA 30328
{p} 720-933-1923
(F) 770-933-8918 _ Indlanapolis ® Deerfield ® Overland Park @ Adanta

www.nyhart.com Indiana Minois Kansas Georgia An Allfance Benefit Group Licensee
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Board of Trustees

Employees’ Retirement Systam
City of Baton Rouge and
Parish of East Baton Rouge
Page 2

June 22, 2011

Based on our recommendation, the Board of Trustees approved a change in. the method
of determining the actuarial value of assets, effective with the January 1, 2002
valuation. Under this method, 20% of the difference between the expected asset value
and market value is recognized each year. The resulting actuarial value of assets as of
December 31, 2010 is $1,023,450,890, :

In performing the January 1, 2011 veluation, we have relied upon the employes data and
financial information provided by the administrative staff of the Employees’ Retirement
System of the City of Baton Rouge and Parish of East Baton Rouge. Regarding
participant data, each record was edited for reasonableness and consistency, although
the validity of the information was not compared to source documents. Regarding plan
assets, a g-naral review for consistency and balance testing with information furnlshad
for the prior year's valuatlon was performed.

The present values shown in the Januery 1, 2010 and January 1, 2011 actuarial
valuation and supporting schedules of this certification have been prepared in accordance
with the actuarial methods and assumptions epproved by the Board: they are apprapriate
for the purposes of this valuation. The actuarial assumptions remained unchanged from
last year for the January 1, 2011 valuation. At January 1, 2011 the actuarial asset value
method remained unchanged. At January 1. 2010 the actuerial cost method was
changed from the Aggregate Entry Age Normal Cost Method to the Individual Entry Age
Normal Cost Methad. There was no further change in the actuarial cost method for the
January 1, 2011 valuation. The amortization approach remained unchanged for the
January 1, 2010 valuation. The actuarial asset valuation method was changed as of
January 1, 2002, to the method odutlined above. The funding method used is the
Individual Entry Age Normal Cost Method. The actuarial assumptions and meathods used
for funding purposas comply with and are within the parameters set forth by the
Government Accounting Standards Board (GASE} Statement Mo. 25. For 2004 the
amortization approach is within the parameters of GASB 25/27. The amortization
approach adopted with the January 1, 2005 valuation is within the paramaters of GASB

25/27.
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Board of Trustees

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

June 22, 2011

Additional infarmation 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 acceptad actuariai principles and practices set forth
by the American Academy of Actuaries, are reasonable in the aggregate and whan
applied in combination represents our best estimate of the funding requirerment to achieve
the Astirement System's funding Objective,

Our firm prepared a number of schedules which are included in the Retirement System’s
2010 Comprehensive Annual Financial Report - specifically the Summary of Principal
System Provisions, Summary of Actuarial Assumptions and Methods, Accrued Liability
Analysis for 2010 and 2009, Annual Amortization of UAAL, Determination of UAAL,
Reconciliation of UAAL, Surnmary of Actuarial Accrued Ligbllitles and Percentage covered
by Actuarial Value of Assets / Solvency Test, Analysis of Financial Experience, 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 the Schedule of Funding Progress, the Schedule of
Employer Contributions, and the Notes to the Schedules of Trend Information.

Sincerely,

1~ ]
A«Ux LSl /Elw Wi
Randall L. Stanley, FSA, MAAA, EA Frans Chn‘st,_FSA_, MAAA, EA
Actuary Actuary
RLS/FC/di
BROUGE34B
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Actuarial Section — CPERS Trust

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

Fiscal Year

Membership:
(1:259, 1:266)

Contributions:

Creditable Service:

Final Avecrage
Compensation:

Service Relirement
Cligibility: (1:265A)

Service Retirement
Benefits:
{1:265A-1, 1:265A-3)

Early Service
Retirement: {1:265A-2)

SUMMARY OF PRINCIPAL SYSTEM PROVISIONS
(Source: 2011 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, (Qrdinance No. 11019 and 11020). Amended
effective February 23, 2000, August 26, 2000 and December 31, 2001 (Ordinance
11827) and July 1, 2002 (Ordinance 12323).

Calendar year.

Any regular employee of the City-Parish, excluding Police employees who elected to
transfer into the Municipal Police Employces’ Retirement System (MPERS) as of
February 26, 2000 and Palice cmployces hired after that date. Part-time council
members with service prior to January 1, 1997, retroactive (o December 31, 1976.

Members: 8% of compensation (1:264 Al(a)). Effcctive January 1, 2002, member
contribution 15 equal 10 Muximum Employer Contribution, if less than 8% (1:264 Al
(c)). If the Maximum Employer Contribution rate is 17% or greater, the members®
contribution rate will be 50% of the Employer Contribution rate, but not morc than
9.5% (1:264 A(b}). The Maximum Employer Contribution rate is the larger of the City
rate and the Special Funds rate.

Employer Contribulion: Balance, actuarially determined (1:253N). Maximum Employer
Contribution: Employer Contribution plus adjusting pereentages for pro-rata allocation
of obligations for transfcr of members to plans maintained by the State or a political
subdivision thereol ([:251).

MERS payments received for 2006 and later are reserved for future Supplemental
Benefit Payments.

Service credited under Retirement System; military scrvice {maximum of three years),
additional military service as required under USERRA for which member contributions
are received.
Averape compensation during the highest 36 successive months of Creditable Service,
(1) Full retirement: 25 years of service, regardless of age.
{2) Minimum eligibility: Age 55 with 10 years of service, or 20 years of

scrvice, regardless of age.

Full Retirement: 3.0% of Final Compensation for each year of Creditable Service.,

Minimum Cligibility: 2.5% of Final Average Compensation for each year of Creditable
Service.

Maximum of 90% of Final Average Compensation.

If not cligible for full retirement: Benefits are reduccd by 3% per year for each year
under age 55.
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SUMMARY OF PRINCIPAL SYSTEM PROVISIONS (CONTINUED)

Disability: Ordinary Disability: After 10 or more years of Creditable Service, 2.5% of Final
{1:265D) Average Compensation times Creditable Service, with & minimum benefit of 50% of
Final Average Compensation.

Service-Connected; 50% of Final Average Compensation, plus !.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 4 life anmuity basis; service-connected disabilities are paid on a 50% Joint
& Survivor basis.

Survivor Bengfits: (1) If Member eligibic for retircment, or at least twenty (20) years of Creditable

{1:270) Service, surviving spouse may elect Option 2 benefits (including 100% Joint &
Survivor actuarially equivalent to 50% lJoint & Survivor, witheut reduction for
carly commencement) or a refund of the Member’s contributions.

(2) If not eligible for rctirement, surviving spouse may eleci a monthly benefit of
%600 payable until remarriage, or a refund of the Member’s contributions.

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

(4) If member died prior to May 24, 1989, monthly bencfit 10 surviving spouse of
$600. (July 1, 2002)

(5) If no benefits are payable under (1), (2) or (3), $150 monthly benefit to unmarried
dependent parent until death or remarriage.

Employment After 10 years of Creditable Scrvice, based on Creditable Service and Final Average
Termination: Compensation at terminalion date. Benefits are deferred to age 35. If Member
(1:267, 1:268) contributions are withdrawn, benefit is forfeited.

Optional Allowances: Normal form is joint and 50% contingent survivor. For members entitled to Service
(1:264C) Retirement Benefits, actuarially equivalent to regular retirement allowance:

Option 1: Refund of excess of Member’s contributions over aggregate
benefits paid;

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

Option 3: Any other form approved by the Board.

Retirement Benefit For members who retired on or before December 31, 1989, or surviving spouses of

Adjustments: (1:269) such members, who did not enter DROP, an annual payment of $600 effective July I,
1992 plus $30 for each full year retired.

Supplemental Benefit To be funded from (i) 1/10 of the first 2%, and 1/20 of the remainder, of excess return

Payments: (1:269) on the acluarial value of assets, provided the aggregate experience from all sources is

an actuarial gain; and (ii) decreases in Retirement Bencfit Adjustment payments under
1:269 since July, 2002; and (iii)) MERS payments received for 2006 and later.
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SUMMARY OF PRINCIPAL SYSTEM PROVISIONS (CONTINUED)

Deferred Retirement
Opiion Plan (DROP):
(1:271)

Deferred Retirement
Option Plan (DROP):
(1:27D)

Compensated Absences:
{1:262)

Changes Since Prior
Valuation:

Prior to July 1, 1991:

Eligibility: [If eligible to retire with an immediate service rétirement allowance and
between 25 and 30 years of Creditable Service.

Duration: The lesser of 3 vears, or 32 years minus Creditable Service at DROP cniry.

Benefits: Service retirement allowances are paid into the Member's DROP aceount,
and credited with interest at the rate set by the actuarial formuala. No further Member or
cmployer contributions are payable, and no (urther benefits are acerued.

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

(a) 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 1o survivors of retirees are paid upon death of the
Member while a DROP participant,

On and afier July 1, 199}

Comparable to pre-fuly 1, 1991 provisions, except interest is not credited to DROP
account until the conditions of DROF participation have been satisfied. 1 the Member
does not terminatc employment at the end of the DROP period, potential intcrest credits
are forfeited.

On and afier July 1, 2002: If the Mcmber has at least ten (10) years of Creditable
Service and has atiained at least age 55, with 12ROP duration not greater than three (3)
years.

Upon written consent of the Member or his surviving spouse, the Retirement System
will provide the following with respect to unused, accumulated vacation time and sick
leave:

(a) Cash payment for a portion, with the remainder added to the Member’s Creditable
Service, on the basis of one (1) hour for cach two (2) hours of unused time,

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

Any unused time converted to service credil is included in determining cligibility for
retirement and benefits. For purposes of determining Final Average Compensation,
compensation at the time of retirement or death is assumed to continue for the period of
added service.

None.
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Actuarial Section — CPERS Trust

SUMMARY OF ACTUARIAL ASSUMPTIONS AND METHODS
(Source: 2011 Actuarial Report}

Valuation Datc: December 31, 2000

Valuation Methad: Individual Entry Age Normal Actuarial Cost Method with Unfunded Actuarial
Accrued Liability. (Adopred March 25, 20110

Asset Valuation Method: Market Valuc as of January 1, 1996. Beginning January I, 1997, adjusted Market
Vilue with 20% of unrcalized gains (or losses) rccognized each year. Beginning
January 1, 2002, Expected Value Method, with 20% of investment gains or (losses)
rceognized cach year.

Actuarial Assumptions:

Investment Return: 7.50% compounded annually. fddopted Marck 25, 2010)

Salury Increases: 3.50% compounded annually due to inflation, plus longevity/merit in accordance with
following schedule: fAdopted March 25, 2014

Apc BREC/Regular Fire/Police
kIt +2.50% +4.00%
35 F1.50% +2.00%
40 +1.25% +2.00%
45 +.75% +1.00%
50 +.50% 0%
35 0% 0%
Apgregate Payroll Growth: 2.5% compounded annually. {Adopted October 18, 2004)
Naon-Disabled Mortality; 1994 Group Annuity Mortality Table, producing following specimen rates: (Adopted
October 18, 200)4)
Ape Male Female
20 0556% .0289%
30 .0839% 0397%
40 .1252% .0825%
50 3213% 1734%
60 1.0147% 5832%
70 2.8481% 1.6506%
Disabled Mortality: Same as Non-Disabled Mortality.
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Acruarial Section — CPERS Trust

SUMMARY OF ACTUARIAL ASSUMPTIONS AND METHODS (CONTINUED)

Tumover and Disability: [n accordance with the following specimen rates: (dupeed July 13, 2000)

Age Disability Turmnover
20 0006 7%
25 0006 077
30 0006 .072
33 0007 063
40 0011 052
45 0022 040
50 0046 026
55 0102 009
60 0320 001
6l 0355 000
62 0400 000
63 0450 000
64 0410 000
63 0195 000

The uhimate trnover rates are modificd as follows, based on years of econployment: fdupted October 18, 2004)

Year BREC. Regular Fire, Policc
0-1 330% 90%,

2 225% 70%

3 180% 35%
4-10 150%% 35%
ti-15 60% 20%
L6+ 40% 0%

Probabilities of disability are in accordance with the Eleventh Actuarial Valuation of the Railroad Retirement
System. Turnaver is based on Table T-5. The disability rutes for Firc and Police are increased by 100% and by
25% for BREC and Regular,

Assumed Transfers to Retirement System for accumulated vacation and sick leave, e.g.. (Adopted Julv 13, 2000)

Tolal
BREC 1.0 year
Regular 1.0 year
Fire 1.75 years
Police 1.50 years

No provision is included for cash payment by the System under the one for two provisions,

Retircment: Regular, BREC, Earlier of 23.5 years of service credit or age 61 with 11 years of service
Police credit. (Adopted March 2, {995)
Retirement: Fire Earlier of 26 years of service credit or age 61 with 1] years of service

credit. (Adopted March 2. 1965)
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Actuarial Section - CPERS Trust

SUMMARY OF ACTUARIAL ASSUMPTIONS AND METIHODS (CONTINUED)

Type of Disability: A percentage of disabilitics is assumed to be ordinary disabilities, as
shown below: ¢ddapted Ovtober 18, 2014}

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

Fire 50% service-connected, 50% ordinary

Police 75% service-connected, 25% ordinary
Recovery: No probabilities of recovery are used. fddopted March 2, 1995)
Remarriage: No probabilitics of remarriage are used. (ddopted March 2, 1995)
Spouse's Ages: Female spouses are assumed to be 3 years younger than males.

(Adopted March 2, 1995}

Marital Status: 80% of employecs arc assumed to be married. (Adopied March 2,
1995)

Amortization Method: lLevel percentage of payrolt 30-ycar open amortization,

Investment Expenses: The rate of return on assels is assumed Lo be net of investment

expense. ‘Adopied October 15, 2004)

Administrative Expenses: The actual umeunt of the prior year's expensc is added to the normal
cost.
Withdrawal of Employee Contributions: 100% of employees who terminate {other than retirement, death, or

disability) are assumed to withdraw their coniributions. (Adopted
Mareh 2, 19935)

Changes in Ordinance Provisions Not None.
Reflecled:
Other: The liability for Retirement Benefit Adjustments and the funding of

the Supplemental Benefit Payments from decreases i the
Retirement Benefil Adjustments is combined into a perpetuity.

Sources of Data: Mcmbership and asset data as of Deceraber 31, 2010 was fumished
by Retirement Office stafl.

Changes Since Prior Valuation: None
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Actuarial Section-- CPERS Trust

ACCRUED LIABILITY ANALYSIS FOR 2011 AND 2010

(Source: 2011 Actuarial Report)

Present Value af Future Benefits:

Active Members:
Retirement
Disability
Peath
Vesting

Total

Retired Members and Beneficiaries:

Scrvice Retirement & Beneficiaries
Disability Retirements
Terminated Vested Members
Leave Balances
DROP (Future Bencfits)
PYROP (Accounts)
RBA Benefits
Total

Total Accrued Liability

2011

$ 442,467,278

$ 582,408,531

7,719,550 16,734,598
4,557,828 8,409,831
7,073,583 14,841,778
461,818,239 622,394,738
556,404,551 531,080,239
25,735,102 24,982, 109
4,396,791 4.156,485
5,325,183 2,333,722
146,525,721 151,919,829
177,070,532 171,132,733
10,446,000 10,446,000
423,903 880 896,051,117

51.385,722,119

$1,518,445 855

(Source: 2011 Actuarial Report)

ANNUAL AMORTIZATION OF UNFUNDED ACTUARIAL ACCRUED LIABILITY

Remaining Amortization Remaining Amortization
Date Initjal Balance at Paymenr as of Balance at Payment as of
Establishex Amoint 124310% 0110 1273110 0101411
5 3 $ 5 $
12/31/0] 19,553,834 19,014,385 1,514,046 - -
12131/02 41,180,218 41,077,947 3,270,885 - -
12731103 9,190,241 9,190,241 731,785 - -
12/31/04 173,606,389 - - 173,606,389 10,892,894
12731405 186,176,892 - - 186,176,892 11,681,627
12/31/06 183,577,585 - - 183,577,585 11,518,534
t2/31/07 186,072,416 -~ - 186,072 416 11,675,072
12/31/08 272,251,140 - - 272,251,140 17,082,336
12/31/09 347,695,469 - -- 347,695,469 21,267217
12/31/10 362,271,229 - -- 362,271,229 22,158,761
69,282,573 5,516,716 1,711,651,120 106,276,441

Note: This table retlects a 2004 change in the amettization method to utilize a level percentage of payroll 30-year open
amortization method. This new method uses the revised payroll growth assumption of 2.5% per annum.
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Actuarial Section - CPERS Trust

DETERMINATION OF UNFUNDED ACTUARIAL ACCRUED LIABILITY

{Seurce: 2011 Actuarial Report)

Entry Age Normal Actuarial Accrued Liability:
Active Members
Retired Mcmbers and Beneficiarics

Total

Actuarial Assct Value as of December 31, 2010

Urfunded Actuarial Accrued Liability as of December 31, 2010

$362271,

$ 461,818,239
923,303,880
1,385,722,119

_1,023,450.890

RECONCILIATION OF UNFUNDED ACTUARIAL ACCRUED LIABILITY

{Source: 2011 Actuarial Report)

A, linfunded Actuarial Accrued Liability as of Decembar 31, 2009

3. Unfunded Actuarial Accrued Liability Increase Due to Revised
Assumptions and Methods

e

C. Valuation System Change

. Normal Cost for 2010

E. Interest at 7.50% on (A ), {B ), (C)and{N)

F. Net Contributions

G. Intereston (F)

H. Expected Unfunded Actuarial Liability as of December 31, 2010

I. 2010 (Gain) Loss

J. Unfunded Actuarial Accrued Liability as of December 31, 2010

K. Assumptions and Methods

L. Final Unfunded Actuarial Accrued Liability as of December 31, 2010

$ 347,695,469

N/A
N/A

21,760,631
27.709.208

(44,266,199)

(1,98%,738)

350,910,371
11,360,858

362,271,229
N/A

$362,271,229
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Valuation
Daie
1273101
12/31/02
12/31403
12/31/04
12/31/05
12/31/06
123107
12/51/08
1273149

1231410

SUMMARY OF ACTUARIAL ACCRUED LIABILITIES AND PERCENTAGE
COVERED BY ACTUARIAL VALUE OF ASSETS/SOLVENCY TEST

FOR THE TEN YEARS ENDED DECEMBER 31, 2010

(Source: 2011 Actuarial Report)

() @) ()
Active Terminated Retirces

Members’ Vested And
Contributions*  Members Survivors**

-$- -§- -8-
170232470 3,840,108 446,993,673
179,875,436 4,224 58¢ 485,156,581
190,501,639 3,441,763 508211266
166,648,034 2.810,515 559,595,787
185,590,714 2,777,542 392961470
156,143,559 3398410  629,048416
212,407,644 3229816 660,297,629
233,554,734 3,719456 689,274.354
256,663,672 4,156,485 720,761,899
267,075,592 4,396,791 742,436,557

* Including DROP accounts.
** Including DROP participants’ future benefits,

Percentage of Acmuarial Liabilities
Covcered by Assets

M2 & @

C))
Active
Members Actuarial
Employer Value of
Contribution Assets
5- -5
281,755.013 813,977,773
278470014 18,150,788
283,517,007 847,227,425

328,215,293
329.752,003
334,584,762
330,713,124
341,556,008
368,492.011

371,813,179

883,663,240
924,904,837
979,597,562

1.020,575,797
997.853,412

1,002.378,598

1,023,450,890

Yo Y% S %
100.0 1000 1000  68.5
1000 100.0 1000 535
100.0 1000 (000 51.2
100.0 1000 1000 47,0
1000 10006 1000 435
[00.0 1000 1000 433
1000 §00.0 1000  43.7
1000 1000 1000 203
1000 1000 1000 5.6

100.0 1000 [00.0 2.6
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Actuuriafl Section - CPERS Trust

ANALYSIS OF FINANCIAL EXPERIENCE
(Source: 2011 Actuarial Report)

GAINS AND LOSSES IN UNFUNDED ACTUARIAL LIABILITY DURING YEARS ENDED 2006 — 2010
RESULTING FROM DIFFERENCES BETWEEN ASSUMED EXPERIENCE AND ACTUAL EXPERIENCE

$ Gain or (Loss) For Year

2006 2007 2008 2009 2010

[nvestment Return £ 11,572,540 § 3,703,857  §(71,465,958) $(38,437,581)  ${20,396.883)

Salary Increases 511,417 (11,057,112} (12,291,093) 2,882,364 7,087,550

Retirements (2,564,712) (2,085,333) 2,975,339 3,839,501 26,986,427

Mortality (1,093,841) 2,002.693 8,050,198 (6,198,778) (9.830,807)

Disability {231,451) (623,951) (70,536} 163.987 (570.786)

Turnever (1,141,020) (1,343,869) (494,834) {9.883.007) (10,119,063)

New Members (2.523.118) (2.193.515) (2,418 464) {2,143.500) (1,461,549)

Conitibution Differences 2,279,010 3,620,338 5,303,016 N/A NIA

Leaves, Translers, Frc. 900,168 4.558.277 (13,925 568) 630,981 (3,055,745}
Gain or (Loss) from

Financial Experience 7,688,993 (3.418,447) (84,338,002) (48,146,233) (11,350,858)
Non Recurring Elements:

Valuation Software -- -- -- - -~

Assumption Changes (4,896,207 - (24,625,615} -

Asset Method Changes - - - - -

Plan Amendinent -- -- - - -
Composite Gain/(1.0ss)

During Year $2,792,696  § (34I8447)  S8L338002)  $(72770,849)  S(11,360,858)
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ACTIVE MEMBERSHIP DATA
FOR THE TEN YEARS ENDED DECEMBER 31,2010
{Sourcc: 2011 Actnarial Report)

Valuation  Total Active  Pcreentage Average % Inerease in
Date Members Change Annual Payroll  Anoual Pay Averave Pav
- -3- -35- g

12/31/01 3315 {1.8) 102,793,456 31,009 5.2

12/31/02 3,220 2.9) 101,339,785 31,472 1.5

12/31/03 3,321 3 106,240,559 31,991 1.6

12/31/04 3314 0.0 109,887,349 33,159 36

12/31/05 3,229 (2.6) 113,559,704 35,788 7.9

12/31/06 3,309 2.5 120,067,016 36,285 i4

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

123100 1419 1.8 136,119,407 39,813 20

12/51/10 3,379 {(1.2) 136,123,660 40,285 12

SCHEDULE OF RETIREES AND BENEFICIARIES ADDED
FOR THE TEN YEARS ENDED DECEMBER 31, 2010
{Svurce: 2011 Actuarial Report)

Change in Number at EQY Percentage Percentage  Average
Valuation Annuzal Annual Number of  Change in Annual Changc in Annual
Date Additions Allowances Deletions Allowances  Apnuitants  Membership Annuities Annuities Allowances

-$- -5- -%- -$- %%- -3-

12/31/01 137 3,488,781 71 1,596,748 2,072 33 35,203,329 57 16,990
12131702 129 2,808,183 66 891,291 2,135 3.0 37,120,221 5.4 17,387
12/31/03 127 3,029,116 70 1,157,493 2,192 2.7 38,991,844 5.0 17,788
12/31/04 146 3,214,961 60 549,921 2,278 39 41,656,884 6.3 18,287
12/31/05 171 4,053,408 16 718,363 2,403 5.5 44,991,929 8.0 18,723
12/31/06 192 4.543,484 64 1,042,766 2,531 5.3 43,492,647 7.3 19,159
12/31/07 195 5,114,419 89 1,107,527 2,637 4.2 51,520,267 6.7 19,541
12/31/08 158 3,275,314 84 1,261,826 2,71t 28 53,542,755 39 19,750
12/31/09 195 4,109,206 105 1,403,519 2,801 33 56,248,442 5.1 20,082
12/31/10 167 4,401,513 92 964,405 2,876 2.7 59,685,550 6.1 20,753
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Actives:

BREC

Regular

Fire

Police
Total/Average

Annuitants:

Retirees angd Survivars
Disabilitics
DROP

TotallAverage

Inactive Members:

Deferred Vested

TOTAL MEMBERSHIP DATA
{Source: 2011 Actuarial Report)

2010 2009 o
Count Average Salary Count Average Salary
450 £33,633 437 534,475
2397 37,722 2427 37,358
497 37,238 512 3058
38 60.618 43 62,965
3,379 540 285 1419 539813
2010 2009
Count Averape Annuity Count Average Annuity
2703 821,164 24631 $20.607
17 14,257 170 13,885
337 38,456 361 37.65%
3.215 S22.471 3,162 $22.193
2010 209
Count Average Deferred {ount Averare Deferred
46 $12.793 46 $11,736

City-Parish Employees ™ Retirement System 93



Actuagrial Section - CPERS Trust

THIS PAGE INTENTIONALLY LEFT BLANK

94 Ciny-Parish Employees' Retirement System



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

Actuarial Section Police Guarantee Trust



)
C

Retirement System 2| Jl.v O




mghaﬁ

June 22, 2011

Board of Trustees

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

Parish of East Baton Rouge

209 5t. Ferdinand Street

Post Office Box.1471

Baton Rouge, Louisiana 70821

Dear Board Members:

As requested, we have completed our annual veluation of the Employees’ Retirement
System of the City of Baton Rouge and Parish of East Baton Rouge Police Guarantee Trust
as of January 1, 2011. The valuation was prepared on the basis of the data submitted by
the Rstiremeént System office and the actuarial assumptions adopted by the Board of
Trusteas, and reflects the benefits in effect on the valuation date.

The funding objective of the Police Guarantee Trust was established as follows:

a) fully fund all projected liabilities determined at inception, through a trust-to-trust
transfer of $24,627,209 in assets from CPERS; and

b) fund any future actuarial losses through employee and employer contributions on
included compensation for CPERS that is excluded for MPERS benefits; and

¢) in the event that there is a shortfall after taking into account the above, the sh_ortfall
will be funded as a leve! percentage of future payrolls, using the Apgregate
Actuarial Cost Method.

The Board has decided to introduce a one-year delay from the valuation date to the year
for which the contribution rate calculated in the valuation is applied. Thus the contribution
rate calculated.in the 2011 valustion will apply to the year 2012,

In order to maintain comparability and consistency with results for the Employees’
Retirement Systam, the Police Guarantes Trust uses the same actuarial assumptions and
the same actuarial valuation methodolegy, This year the ectuarial assumptions for PGT
were the same as tha CPERS essumptions based on the 1999-2003 experience study.
Since the intent was to fund the projected liability through tha initial trust to trust transfer
of 24,627,209 from the Employees’ Ratirement System, no unfunded actuarial accrued
liability was expacted. However, due to gctuarial losses in 2001 through 2010, there is an
unfunded liability in the PGT of $10,124,768, as of December 31, 2010.

2000 RiverEdge Parkway

Suite 540

Atlanta, GA 30328
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Board of Trustees

Employeas' Reticament System - Police Guarantese Trust
City of Baton Rouge and

Parish of East Baton Rouge

Page 2

June 22, 2011

Effectiva February 26, 2000, there ware 637 police officers who had elected to transfer to
the statewide Municipal Police Employees’ Retirement System. This group of 837 officers
is the closed group of members entitled to benefits from the Police Guarantee Trust. The
initial valuetion was prepared as of January 1, 2000, and is the basis for City contribution
rates of 0% for the 2000 and 2001 years.

The method of detarmining the actuarial value of assats is the same method &s is currently
used for CPERS, effective with the January 1, 2003 valuation. Under this method, 20%
of the difference between the expected asset value and rmarket value is recognized each
vear. Under this method, the actuarial value of assets as of December 31, 2010 is
$26,8649,684.

In parforming the January 1, 2011 valuation, we have relied upon the employse data and
financial information provided by the administrative staff of the Employees’ Retiremant
System of the City of Baton Rouge and Parish of East Baton Rouge. Regarding participant
data, each record was edited for reasonableness and consistency, although the validity of
the information was not compared to source documents. Regarding plan assets, a general
review for consistency and balance testing with information furnished for the prior year's
valuation was performed.

The- present values shown in the January 1, 2011 actuarial valuation and supporting
schedules of this certification have been preparad in accordance with the actuarial methods
and assumptions spproved by the Board: they are appropriate for the purposes of this
valuation. The actuarial assumptions are identical to the assumptions used for the January
1, 2011 valuation of the Employees’ Retirement System. The funding method used is the
Aggregate Cost Method. The actuarial assumptions and methods used for funding
purposes comply with and are within the parameters sst forth by the Goveramental
Accounting Standards Board (GASB) Statement No. 26. Under the Aggregate Cost
Msthod there is no amortization of unfunded liabilities.
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Board of Trustees

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

June 22, 2011

Additional information is provided in-the Summary of Actuarial Assumptions and Methaods.
The same actuarial assumptions and methods were employed in the davelopment 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
Acadeniy of Actuaries, are reascnable in the aggregate and when applied in combination
represents our best estimate of the funding requirement to achieve the Retirament
System’s funding objective.

Our firm prepared a number of schadules which are included in the Retirement System's
2010 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 Requirad Supplementary Information undar
GASB Staterment No. 25, which includes the Schedule of Funding Progress, the Schedule
of Employer Contributions, and the Notes to the Schedules of Trend Information.

Sincerely,

Ardte L o T rans ot
Randall L. Stanley, FSA, MAAA, ‘A Frans Christ, FSA, MAAA, EA
Actuary Actuary

RLS/FC/di

BRPGTI4B
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Actuarial Section — Palice Guarantee Trust

SUMMARY OF PRINCIPAL SYSTEM PROVISIONS
(Source: 2011 PGT Actuarial Report)

Effective Daic:
Fiscal Year:

Membership:

Transferred Assets:

Contributions:

Benefit Anounts:

DROP:

Changes since Prior Valuation;

(Based on Ordinance No. 11669)

February 26, 2000, amended February 28, 2001,
Culendar year,

Eligibte police cmployees who were aciive members or in the Deferred
Retirement QOption Ilan (DROP) of the Employees’ Retirement System of
the City of Baton Rouge and Parish of East Baton Rouge (CPERS) on
February 26, 2000 who eclected to transfer inmto the Municipal Police
Employees® Retirement System of Louisiana (MPERS) are automatically
included in the Police Guarantee Trust (PGT).

Initially funded by a trust to trust transfer of $24,627,209 from CPERS, as
of January 1, 2000.

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

City: Acivarially determined,

The excess of the benefits that would have been payable under CPERS,
bascd on the provisions in effccl on February 26, 2000, over the bencfits
payablc under MPERS. MPERS benefits arc calculated under a 50% joint
und survivor option. PGT benefits rellect any increases in MPERS
benefits due to cost-oftliving adjustments.

A. Members in CPERS DROP at February 26, 2000:

(1) if in CPERS DROP for 3 or more years, DROP payments are credited
to PGT DROP account, Investment returns for CPERS and PGT accounts
are credited to PGT account after February 26, 2000.

(2} If in CPERS DROP less than 3 years, up to 3 years since transfer, in
MPERS DROP. Afler 3 years in DROP (CPERS and MPERS combined)
DROP payments are credited to PGT DROP account for remainder of
DROP pericd (5 years maximum for total DROP periods). Investment
retums for CPERS, MPERS, and PGT accounts are credited to the PGT
account after February 26, 2000.

B. Active members at February 26, 2000;

Members enter PGT DROP first, with payments credited to PGT DROP
account, until the later of 2 years or eligibility for MPCRS DROP,
Investment retums for MPERS and PGT DROP accounts are credited to
PGT DROP account,

None
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Actuarial Section — Police Guaraniee Trust

SUMMARY OF ACTUARIAL ASSUMPTIONS AND METHODS
(Source: 2011 PGT Actuarial Report)

Valuation Date: December 31, 2010
Valuation Mecthod: Aggregate Actuarial Cost Method.
Asset Valuation Method: Market Value as of January 1, 2000 and Jznuary |, 2001. Beginning

January 1, 2002, adjusted Markel Value with 20% of urrcalized gains (or
losses) recognized each ycar.

Actuarial Assumptions:

Invesmment Retumn: 7.5% compounded annuatly, net of investment cxpenses. (Adopred March
25, 2010
Salary Increases: 3.5% compounded annually due te inflation, plus longevity/merit in

accordance with following schedule: (Adopred AMarch 25, 2010;

Agc PGT
30 +4.00%
35 +2.00%
40 +2.00%
45 11.00%
50 0.00%
55 0.00%

Aggregate Payroll Growth: Not applicable.

Non-Disabled Mortality: 1994 Group Annuity Mortality Table sct forward two ycars, producing
following specimen rates: (Adupted October 18, 2004)
Age Male Femaie
20 .D556% 0289%
30 .0839% 0397%
40 1252% 0825%
50 3213% 1734%
60 1.0147% 5832%
70 2.8481% 1.6506%

Disabled Mortality: Same as non-disabled mortality,

City-Parish Employees’ Retirement System 1!



Actuariul Section - Police Guarantee Trust

SUMMARY OF ACTUARIAL ASSUMPTIONS AND METHODS (CONTINUED)

Tumover and Disability: In accordance with the following spccimen ralcs: (ddopted February 26.

2000)

Age Disability Tumover
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 0630 001
61 0710 000
62 .0800 .600
63 {0900 00
64 0820 000
65 .0390 .000

I’robabilitics of disability are double the rates from the Eleventh Actuarial Valuation of the Railroad Retirement System.
Turnover is based on Table T-5.

The tumover rates are modified as follows, based on years of employment: (tdopted Qctober 18, 2004)

Year PGT
1-4 60%
5-10 50%
I1+ 25%
Assumed transfers to CPERS (for 1.5 years. (ddapied October 18, 2004)
accumulated vacation and sick leave e.p.):
Retirement: LEarlier of 25.5 years of service credit or age 61 with 11 years of service

credit. (Adopted October 18, 2004)

Type of Disability: A percentage of disabilitics is assumed to be ordinary disabilities, as
shown below: (Adopted February 26, 2000)

75% service connected, 25% ordinary. (Adupfed February 26, 2000)
Kecovery: No probabilities of recovery arc used. (ddapted February 26, 2000)

Remarriage: No probabilities of remarriage are used. (Adeopied February 26, 200)
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Actuarial Section - Police Guarantee Trust

SUMMARY OF ACTUARIAL ASSUMPTIONS AND METHODS (CONTINUED)

Spousc's Ages: Female spouses are assumcd to be 3 years younger than males. (Adopted
February 26, 2000)

Marilal Swtus: 80% of employees are assumed to be married. fddopted IFebruary 26, 2000
Intercst on Future MPERS DROP Three years of interest, compounded annually at 7.75%, on CPERS DROP
Accounts: deposits while member participates in MPERS DROP, payable at DROP

cxil. (ddopred October 18, 2004)

Investiment Expenses: None provided for. (ddopted Ociober 18, 2004}
Withdrawal of Employee 100% of cmployees who terminate (other than retirement, death, or
Contributions: disability) are assumed to withdraw their conributions.  {dopted Febriary

26, 2000

COLA: MPERS benefits in pay status are assumed to increase 2% annually.
{Adopted Februury 26, 2000)

Ancillary Benefits: MPERS ancillary benefits {turnover, disability, death) were assumed to be
greater than CPERS ancillary benefis, (Adopiad February 26, 2000)

Sources of Data: Membership data, asset information, and aggregate DROP balances as of
December 31, 2010 were furnished by Retirement Office.  For active
members, MPERS compensation was cstimated as: CPERS compensation,
minus member contributions to PGT divided by 095, For members who
are in CPERS DROP but not in MPERS DROP, MPERS contpensation
was cstimated as City-Parish contributions to MPERS divided by .095,

Changes Since Prior Valuation: None
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Actuarial Section — Police Guarantee Trust

SUMMARY OF ACTUARIAL ACCRUED LIABILITIES AND PERCENTAGE
COVERED BY ACTUARIAL VALUE OF ASSETS/SOLVENCY TEST
FOR THE TEN YEARS ENDED DECEMBER 31, 2010
(Source: 2011 PGT Actuarial Report)

M 2) 3 4
Aclive Percentage of Actuarial Liabilities
Active Retirees Terminated Membets Actuarial Covered by Assets
Valuation Members’ And Vested Employer Value of
Date Coniribptions*  Survivors** Members Contributicn Assels (1 2y _(3) (1)
-5- -$- -3- -$- -$- o= Y- Yo G-
1231401 4,124,374 4,724 586 - 10,480,337 24 815273 1000 1000 1000 100.0
12/31/02 6,737,203 4285414 - 10,008,154 25481771 1060 1000 Y000 1000
12/314)3 8,231,086 3,182,942 - 10,890,774 26,468,255 100.0 100.0 10DD 100.0
12:31/04 9,641,791 3,143,864 - 10,261,837 27588419 1000 100.0 100.0 100.0
12/31/05 9314027 1,630,156 -~ 10444479 27317297  100.0 1¢0.0  100.0 100.0
12:31/06 9,570,474 1,713,136 - 11,467,524 28273898 100.0 1000 100D.D 100.0
1231417 10,755,863 2,895,401 -- 11,458,129 29042317 100.0 1000 1000 100.0
1231108 13,570,146 4,236,669 -- 11,708,710 27,725,379 100.0 160.0 100.0 4.7
1273109 15,408,593 3,746,234 - 11,065,584 26,874,190 100.0 1000 1000 69.8
12/31/10 17,009,458 4,49] 949 -~ 10,097,628 26,869,584 100.0 100.0 100.0 53.2

o,

Including DROP accounts.
**  Including DROP participants’ future benefits.
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Actuarial Section — Police Guaraniee Trust

Valuation
Date

12/31/0] +=*
12/31/02
12/31/03
12/31/04
12/31/0%
12/31/06
12/31/07
12/31/08
12/31/09
12731410

ACTIVE MEMBERSHIP DATA

FOR THE TEN YEARS ENDED DECEMBER 31, 2010

(Source: 2011 PGT Actuarial Repaort)

Additions

* Includes only those annuitants who receive full or partial monthly retirement bencfits from PGT.

** Includes only monthly annuities paid through PGT annualized

Valuation  Total Active  Percentage Average % Increase in
Date _Mcmbers Change Annual Payrol]  Annual Pay Avcrage Pay
- -3- -$- Y-
12/31/01 483 (9.0 20,920,112 43313 21
12/31/02 455 (5.8) 19,793,300 43,502 0.4
12/31/03 419 (7.9) 19,324,588 46,121 6.0
12/31/04 385 (8.1) 20,587,122 53473 6.0
12/31/05 72 (34) 19,964,426 53,668 0.4
12/31/06 350 59 20,507,475 58,593 92
12/31/07 329 (6.0) 19,754,110 60,043 25
12/31/08 297 (9.7) 20,084,707 67,625 2.6
1231709 275 (14 18,836,479 68.496 1.3
1231710 252 (8.4) 17,315,930 68,714 0.3
SCHEDULE OF RETIREES AND BENEFICIARIES ADDED
FOR THE TEN YEARS ENDED DECEMBER 31, 2010
{Sourcc: 2011 PGT Actuarial Report)
Change in Number at EOY *Number  Pcreentage Percentage  Average
Annual Annual of Change in #=Annual  Changein  Annual
Allowances  Deletions  Allowances  Annuitants  Membership  Annuities  Annuities  Allowances
-§- -§- Y- -$- Y- -§-
4 69,088 22 815,455 10 {64.3) 184,274 (80.2) 18,427
4 18,088 2 86,057 12 20.0 116,305 (36.9) 9,692
4 50,585 1 45062 L5 25.0 121,828 4.7 8,122
3 79,818 2 26418 16 6.7 175,228 43.8 10,952
) 25,124 0 - 20 25.0 204,352 16.6 10,218
3 85,113 2 45,007 21 50 244,458 196 11,641
4 21,003 4 116,893 21 0.0 148,658 (39.2) 7,079
0 - 1 40,338 20 (4.8) 108,320 27.1) 5416
3 86,204 0 - 23 15.0 194,524 79.6 8,458
1 30,713 1 33,897 23 0.0 191,340 (1.6) 8319

*»* Regarding mergers/iransfers, Louisiana Revised Stawate 11:2225(A)(11Xa)(ii) places the responsibility of the transferring
members’ benefit payments on the transferring system for a period of one year following the effective date of the transfer.
Therefore, the Police Guarantee Trust was responsiblc for paying transforred members who retired after February 26, 2000, On
February 26, 2001 most of these members’ payments became the responsibility of the Municipal Police Employees’ Retirement
System of Louisiana.
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Actuariad Section — Police Guaraniee Trust

TOTAL MEMBERSHIP DATA
(Source: 2011 PGT Actuarial Report)

Activis:
2010 2009
Count Avgrage Salary Caunt Average Salary
Paolice 232 563,714 273 $68,496
Annuitants:
2010 000
Average Averaue
Count Annuity Coum Annuity
Retivees and Sorvivors 24 $37,030 23 $37.622
Disabilities - - - -
DROP 7 60,077 37 57.845
Toral 93 $534,255 80 $32.031
Inactive Members:
2010 2000
Averape Deferred Average
Count Annuity Count Deterred Annuity

Deferred Vesied - - - -
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Statistical Section

STATISTICAL SECTION

DATA SOURCES, ASSUMPTIONS, AND METHODOLOGIES

Data for the statistical section is derived from financial statements, active member data filcs, and retired member data files, all of
which are prepared by CPERS. These data files are also used by CPERS’ independent actuary to prepare the annual actuarial
valuations.

For the purposes of the schedules contzined in the statistical section, active members are defioed as those actively employed full
time by an cligible employer and contributing to the system at the end of (he current fiscal year. Deferred retirees are those
members who have, in licu of immediate termination of employment and receipt of a service allowance retirement, elected to
continue employment with an eligible employer for a specified period of time, while deferring 1he receipt of retirement benefits,
Retirees and bencficiaries are those who were receiving benefits at the end of the current fiscal year, including those members who
retired after participating in the Deferred Retirement Option Plan (DROP).

CPERS uses custom compuler programming as well as database queries to extract data to preduce the information for the

statistical section. The data is cither imporicd into pre-defined file formats or personal computer sofiwarc applications for further
analysis, calculations, and formarting for presentation in the statistical section.

NUMBER OF ADMINISTRATIVE STAFF POSITIONS

Fiscal Year Staff % Increase Each Year
2001 12 (L.00%
2002 12 0.00%
2003 12 0.00%
2004 I (8.33)%
2005 11 0.00%
2006 1! 0.00%
2007 Il 0.00%
2008 11 0.00%
2009 12 9.00%
2010 12 0.00%
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Staiistical Section

SCHEDULE OF PARTICIPATING EMPLOYERS FOR 2010 AND 2001

Participating Employer

L2

010

City of Baton Rougc and Parish of East Baton Rouge

Recreation and Park Commission for the Parish of East Baton Ronge
District Attorney of the Nineteenth Judicial District

East Buton Rouge Parish Juvenile Court

Eastside Fire Protection District

Offtce of the Coroner of East Baton Rouge Parish

East Baton Rouge Parish Family Court

Brownsfield Fire Protection District

St. George Fire Protection District

2010 Tota!

2001
City of Baton Rouge and Parish of East Baton Rouge
Recreation and Park Cormmission for the Parish of East Baton Rouge
District Attorney of the Nineteenth Judicial District
St. George Fire Protection District
East Baton Rouge Parish Juvenile Cournt
East Baton Rouge Parish Family Court
East Baton Rouge Parish Fire Protection Distriet No. 6
Qffice of the Corener of East Baton Rouge Parish
Central Fire Protection District
Brownsfield Firg Protection District
Eastside Fire Protection District

2001 Total

Covered Percentape of
Aclive Svstemn
Emplovees Membership
2,152 I 32.63%
450 2 13.32%
78 3 2.31%
20 4 59%
13 3 38%
10 6 0%
9 7 26%
4 8 2%
3 9 09%
3379 100.00%
Covered Percentage of
Active System
Employces Membership
2,905 1 87.63%
228 2 6.89%
82 3 2.47%
39 4 1.18%
21 5 63%
12 6 36%
9 7 27%
8 8 ,24%
6 9 8%
3 10 09%
2 11 06%
3,315 100.00%
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Statistical Section

Members

NUMBER OF ACTIVE MEMBERS

CPERS PGT

% Increase % Increase

Fiscal Year Members Each Year Members Each Year
2001 3,315 (1.8)% 483 (9.0)%
2002 3,220 2.9% 455 (5.8)%
2003 3,321 3.1% 419 (7.9%
2004 3,314 (0.2)% 385 (8.1)%
2005 3,229 (2.6)% 372 (3.4)%
2006 3,309 2.5% 350 (5.95%
2007 3,313 0.1% 329 (6.0)%
2008 3,357 1.3% 297 9. M%
2009 3,419 1.8% 275 (7.4)%
2010 3,379 (1.2)% 252 (8.4)%

BCPERS
OPGT

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Fiscal Year
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Statistical Section

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

Fiscal Year

2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

CPERS PGT
Retirees and Retirees and

Deferred % Increase Deferred % Increase

Retirees Each Year Retirees* Each Year
2,394 4.6% 133 29.1%
2,537 6.0% 149 12.0%
2,621 3.3% 163 9.4%
2,733 4.3% 183 12.3%
2,852 4.4% 191 4.4%
2,980 4.5% 201 5.2%
3,074 3.2% 226 12.4%
3,155 2.6% 258 14.2%
3,208 1.7% 276 7.0%
3,259 1.6% 298 8.0%

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

Retirees

2001 200

N

2003 200

BCPERS
OPGT

2005 2006 2007 2008 2009 2010

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
$1-500 215 56 114 35 5 5
501-1,000 608 298 177 73 29 31
1,001-1,500 471 301 84 8 35 43
1,501-2,000 541 508 8 3 15 7
2,001-2,500 470 455 4 -- 6 5
2,501-3,000 203 195 4 1 3 -
3,001-3,500 155 147 4 1 3 --
3,501-4,000 90 88 -- 1 1 --
4,001-4,500 71 70 1 - -- --
Above 4,500 52 51 - 1 -- -
Totals 2,876 2,169 396 123 97 91
* Does not include deferred retirees
500
450
400
350
0
§ 300 B Members
E B Survivors
"é 250 @ Death in Service
é B Service Connected
3 200 OOrdinary

150

100

50

500

1,000

L

Amount of Monthly Benefit

1,500 2,000 2,500 3,000 3,500 4,000 4,500 5,000
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NUMBER OF RETIREES AND BENEFIT EXPENSES

CPERS PGT
Fiscal Year Retirees Benefit Expenses Retirees* Benefit Expenses
$ $
2001 2,072 35,124,531 10 266,434
2002 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
2006 2,531 47,494,047 21 187,492
2007 2,637 52,037,439 21 202,542
2008 2,711 54,496,365 20 136,906
2009 2,801 56,806,690 23 156,548
2010 2,876 59,849,703 23 195,643

* Includes only retirees receiving monthly benefits from PGT,

NUMBER OF RETIRED DEFERRED RETIREMENT OPTION PLAN PARTICIPANTS AND PAYMENTS

CPERS PGT
Retired Deferred Retired Deferred Retired Deferred Retired Deferred
Retirement Retirement Retirement Retirement
Fiscal Year Participants Benefit Expenses Participants Benefit Expenses
$ $
2001 450 7,706,555 15 455,076
2002 486 7,882,624 31 366,547
2003 520 9,305,178 32 727,756
2004 566 11,704,825 40 882,895
2005 645 13,139,478 54 2,045,762
2006 683 13,294,922 55 1,205,207
2007 772 12,252,218 66 1,009,996
2008 820 11,103,463 69 1,196,429
2009 895 14,650,958 69 1,350,644
2010 963 15,952,259 73 1,003,754
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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 Survivors  Benefits Ordinary Connected DROP Refunds Benefits Total
$ $ $ $ $ 3 $ $ $
2001 29,048,861 3,662,696 349,700 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 50,242,912
2004 34,998,477 3,400,247 479,215 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 13,139,478 1,462,779 469,930 59,054,904
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  4,294423 529944 1,268,931 1,328,362 12,252,218 10,507,501 277,739 75,074,897
2008 47,001,074 4,197,385 560,819 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 1,422,075 14,650,958 2,016,840 264,263 73,738,751
2010 51,729,953 4,454,287 635,750 1,395,276 1,634,438 15,952,259 2,297,390 593,625 78,692,978
1 O -
2010 | —" 408 J _ Y _I__ - __I TR Separation Pay
2009 . = i e SRR RSN SRt o g & Refunds
: r :
2008 s
= .:__—_“__:‘____—_— e :.‘.lt_ = e — L DROP
2007 g s Lo s i o s
> I 1 ' l [ Service Connected
5 2006 iy ety R N S ST A Disability
S 2005 e : [ B Ordinary Disability
.-_\_--—— —E.l'_— —_— E P
2004 Enecammsnn g _ ODeath in Service
: Benefits
2 |
e . ] 3 I = M Survivors
O |
' .y Members
2001 ‘ I |
10,000 20,000 30,000 40,000 50,000 60,000

Dollars (000s)
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Retirement
Date

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

AVERAGE MONTHLY SERVICE RETIREE BENEFIT (CPERS) *

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

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

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

Avg. Monthty Benefit - $
Avg. Final Average Salary - §
Number of Retirces

Avg. Monthly Benefit - $
Avg. Final Average Salary - §
Nurmber of Retirces

Avg. Monthly Benefit - $
Avg. Final Averape Salary - $
Number of Retirees

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

Avg. Monthty Benefit - $
Avg. Firal Average Salary - §
Number of Refirees

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

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

Years of Service Credit

0-5 6-10 11-15 16-20 21-25 26-30 >30
0.00 750.406 964.56 1,235.46  2,285.36 3,008.14 5,871.44
0.00 2,249.07 2,571.53 2,692.39  3,206.17 3,747.16  7,380.08
0 9 i2 9 55 23 I
850.98 871.70 993.70 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 4
926.16 1,016.17  1,465.53 1,706.54 2,261.76 3,197.90  5,215.26
1,852.31 330281 3435342 31,83295 3,190.77 4,034.68 5,794.74
2 6 8 8 58 24 |
1,611.89 809.29 1,123.58 1,723.81 2,742.79 3,014.85 0,00
322378 2,940,537  2,902.41 383994 3.701.81 3,543.00 0.00
| 8 12 10 72 35 0
884.10 748.71 952.19 1,419.70  2,748.10 3,183.44 0.00
9.455.60 234064 2901.88 3,227.51  3,841.90 3.068.87 (.00
1 17 32 22 L 14] 4] 0
0.00 683.76  1,101.62 1,320.48 2,451.22 3,676.65 0.00
0.00 2,52822  3.056.20 292808 3,476.60 4,599.53 0.00
0 12 16 18 75 34 0
1,315.24 77171 966.65 [,488.95 266342 3,539.33 277438
2,630.49 2,549.70  2,680.06 342521  3,622.59 4,546.12 3,087.05
1 20 25 i8 a2 48 2
0.00 78348 1,016.27 1,448.35 263326 3,379.46 0.00
0.00 2,674.87 2,870.19 3,004.84 3,569.12 4,202.29 0.00
0 15 28 Il 36 26 0
809.90 770,58 1,311.42 1,385.63  2,796.54 3.216.72 0.00
1,613.80 243951 3,281.63 3,013.08 3,808.43 4,068.46 0.00
1 13 24 14 40 42 o
1,211.09 0.00 922.01 1,82421 275881 3,827.58 0.00
2,422.18 0.00 2,496.55 371500 3,804.22 4,799.70 0.00
2 ] 24 15 37 59 0

* Includes service and disability retirces with effective retirement dates as shown. Does not include survivor or beneficiary annuitants,
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Statistival Section

NUMBER OF EXCESS BENEFIT PLAN PARTICIPANTS
AND BENEFIT EXPENSES

CPERS PGT _
Excess Benefit Excess Benefit
Fiscal Year Plan Participants Benefit Expenses Plan Participants Benefit Expenses
h
2001 3 39504 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
2005 5 74,118 N/A N/A
2006 5 77,924 N/A NIA
2007 6 76,515 N/A N/A
2008 5 66,176 N/A N/A
2009 5 524317 N/A N/A
2010 7 95,741 N/A N/A
NUMBER OF REFUNDS OF CONTRIBUTIONS
CPERS PGT
Number % Increase Number % Increase
Fisca] Ycar of Refinds Lach Year of Refunds Each Year
2001 230 - 4 300.00%
2002 232 0.87% 4 0.00%
2003 236 1.72% 5 25.00%
2004 237 0.42% 3 (40.00Y%
2005 245 3.38% 4 33.35%
2006 262 6.94% 3 (25.000%4%
2007 272 3.82% 2 (33.330%
2008 259 (4.78Y% 1 (50,00
2009 263 1.54% 2 100.00%
2010 259 (1.52)% 2 0.00%
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SCHEDULE OF CHANGES IN NET ASSETS (CPERS)

Net Total
Fiscal Member Employer Investment Additions o
Year Contributions Contributions Income Net Asscts
$ 5 b £
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 14,531,806 157,622,501 181,217,758
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 27,150,202 169,456,489 211,323,272
2010 15,288,316 32,304,628 125,408,049 173,000,993
Total
Deductions
Fiscal Benefit Refunds and Administrative from Net
Year Payments Withdrawals Expenses Assets
¥ $ $ )
2001 43,261,108 1,999,902 789,316 46,050,326
2002 45,286,042 1,670,141 817319 47,773,502
2003 48,561,375 1,681,537 954,294 51,197,206
2004 53,426,342 1,432,612 836,043 55,694,997
2003 57,592,125 1,462,779 878,515 59,933,419
2006 61,255,177 1,858,601 1,042,144 64,155,982
2007 64,567,396 *10,507,501 1,073,946 76,148,843
2008 65,990,013 2,092,148 1,005,697 69,177,858
2009 71,721,911 2,016,840 1,216,718 74,955,469
2010 76,395,588 2,297,390 1,390,779 80,083,757

Total Changes
in Nel Assets
h)
(40,928,393)
(89,234,956)
130,020,552
64,009,355
48,837.853
105,533,776
5,305,277
(323,674,357
136,367,803
92917236

* Includes $8.161,037 for the transfer of 33 members to the Firefighter’s Retirement System of Leuisiana
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SCHEDULE OF CHANGES IN NET ASSETS (PGT)

Net

Fiscal Member Employer Investment Total Additions
Y car Contributions Contributions Income to Net Assets

$ 3 b 3
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 35,315 83317 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 4,092,429
2007 67,285 123,140 1,006,614 1,197,039
2008 65.944 127,087 (7,844,055) (7,651,024}
2009 81,826 149,179 4,876,517 5,107,522
2010 78,048 250,114 2,664,831 2,992,993
Fiscal Benelit Refunds and Administrative Total Deductions
Year Payments Withdrawals Expenses from Net Asscls

3 b3 % S
2001 760,646 466 301,978 1,093,060
2002 531,003 600 258,758 790,363
2003 088 682 644 219814 1,209,140
2004 1,134,528 1,897 200,810 1,336,835
2005 2,405,005 212 266,382 2,671,559
2008 1,562,831 3,137 230,070 1,796,038
2007 1,501,715 61 251,644 1,753,420
2008 1,596,636 432 263376 1,860,444
2009 1,974,957 4,466 275,630 2,255,053
2000 1,440,121 2,352 279,264 1,721,737

Total Changes
in Net Asscts
)
(1,167,952)
(2,511,453)
3,844,174
1,899,297
(688,656)
2,296,391
(556,381)
(9,511,468)
2,852,469
1,271,256
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Statistical Section

RETIREES AT DECEMBER 31, 2010

Louisiana Breakdown by Parish
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LOUISIANA 2,650
OTHER STATES 226

TOTAL RETIREES 2,876

STATES

ALABAMA
ARKANSAS
ARIZONA
CALIFORNIA
COLORADO
DIST. OF COLUMBIA
FLORIDA
GEORGIA
IDAHO
ILLINOIS
KANSAS
KENTUCKY
MAINE
MASSACHUSETTS
MAINE
MICHIGAN
MINNESOTA
MISSISSIPPI
MISSOURI
MONTANA

N. CAROLINA
NEVADA

OHIO
OKLAHOMA
OREGON
SOUTH CAROLINA
SOUTH DAKOTA
TENNESSEE
TEXAS

UTAH

YIRGINIA
WASHINGTON
W. VIRGINIA

WYOMING
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Alternative Retirement Plans

DEFERRED RETIREMENT OPTION PLAN - {(DROP)

The Deferred Retirement Option Plan became effective January 1, 1982, and was created essentially to provide a cost of living
increase for retiress, which would be cost neutral 1o the Systein and the employer. 1t has undergone several structural changes
over the years. The fundamental provisions of the DROP are as follows:

Eligibility

A member eligible for retirement may contractually, in lieu of immediate termination of cmployment and receipt of a service
allowance retirement, continue employment for a specificd period of time while deferring the receipt of retirement benefits. At the
end of the comractually specified time, the employee terminates employment. Eligible members are considered those who {a.}
have attained 25 years of creditable service and not more than 30 years of creditable service or (b.) have attained at least 10 years

of service and are age 55 or older.

Participation
The member may participate in the DROP for a period not exceeding cither 5 years or a number of years which, when added 1o the

number of ycars of creditable service, cquals 32. Tor members entering the DROP with less than 25 years of service, DROP
participation is limited to 3 yvears. The ordinance provides for a member with interrupted service, while on the DROP, to resume
participation if he has not received any distributions from his IPROP account that were not based on his life expectancy.

For mcmbers electing to paricipate in the DROP after July 1, 1991, the member shall agree to terminate employment at the end of
the DRQOP participation period ar immediately receive a distribution, representing a fump-sum payment in the amount equal to the
member’s DROP account halance, without the addition of any interest amount, and the member's DROP account shall be
terminated. Should a member choose to remain employed, no additional service credit or additional benefits shall be eamed.

For members who transferred to the Municipal Police Employces” Retirement Sysiem, the tolal DROP participation in both
systems combined cannot excecd § years. In some cases, the member may be required to enroll in one system’s DROP [or a
period of time prior to cnrolling in the other system’s DROP. Rights in the CPERS and Police Guarantee Trust DROP are
contractually guaranteed through the Agreement and Guarantee of Retivement Rights and Benefits.

Interest Rate

Each year a DROP interest rate is determined by the System’s actuary and paid to members’ accounts where applicable. The rate
is an average of five (5) years of market raics of retum, compounded quarterly, as measured by the System’s investment
consultant. The DROP interest rate credited to members® accounts is the percentage rate certified by the actuary less one annual
percentage point (100 basis points).

Termination of Participation
For a member who terminates employment in accordance with the 1DROP contract terms, and thus becomes a retiree, an clection
can be made regarding the withdrawal of DROP account funds. The retiree can choose any of the following aptions:

i. a lump-sum distribution of the balance in the DROP account, provided he has not yet received his first regular pension
payment.

2. a methad of distribution based on life expectancy.

1 any other method of distribution approved by the Retirement Board of Trustees.

If the terminating member is age 55 or older (age 50 for public safety officers), any severance/separation pay must be rolled into
his existing DROP account. For members less than $5 years of age (age 50 for public safety officers), the option is given to either
roll the scverance/separation pay into his DROP account or take rceeipt of it. The option to roll is not available to transferred
police members.

Survivor Benefils

Esscntially, a surviving spouse of a DROP participant retains the same rights for the account as the member had. The methods of
withdrawal are basically the same also. For beneficiaries other than the spouse, the beneficiary receives a lump-sum payment
equal to the member’s individual account balance in the DROP account. If no bencficiary is named, the member’s estate receives
the lump-sum payment from the DROP account.
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Alternative Retirement Plans

EXCESS BENEFIT PLAN

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

A member whose benefit exceeds the maximum benefit allowed under Section 415 of the Code, is entitled to a monthly
benefit under the excess benefit plan in an amount equal to the lesser of the member’s unrestricted benefit less the maximum
benefit, or the amount by which the member’s monthly benefit from the pension plan has been reduced because of the
limitations as provided for in scction 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
responsibilitics for this plan as for the pension plan. The System’s actuary is responsible for determining the amoum of
benefits that may be provided under the pension plan solely because of the limitations of section 1:272 of the Reticement
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 to the pension plan.

Cantributions may not be accumulated under the Excess Benefit Plan to pay future retirement benefits. Instcad, cach
payment made by the employer is reduced by the amount determined by the System’s actuary to be required as funding for
the Excess Benefit Plan. Employer contributions made to fund the Excess Benefit Plan are not comming!cd with the menies
of the pension plan or any other qualified plan. Also, this plan may never reccive any transier of assets from the pension
plan.
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I_)W Postlethwaite
C & Netterville
A Profassional Accounting Carporalion
Ausociotnd Olficas in Principal Cliles of the Urited Stater
www.pnepa.com
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 Trustecs
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® Retircment
System (the Relirement System), as of and for the year ended December 31, 2010, and have issued our report thereon dated
June 24, 2011, We conducted owr audit in accordance with auditing standards gencrally accepted in the United States of
America and the standards applicable to financial eudits contained in Government Auditing Standards, issued by the
Comptreller General of the United States.

Internal Contral over Financial Reportin

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

reporting.

A deficiency in internal control exists when the design ar operzation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent, or detect and correct misstatements on a timely basis. A
materiol weakness s a deficiency, or a combination of deficiencies, in interual 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 on
a timely basis.

Our consideration of interal control over financial reperting was for the limited purpose deseribed in the first paragraph of
this seclion and was not designed to identify all deficiencies in internal eontrol over financinl reporting that might be
deficiencies, significant deficiencies, or material weaknesses. We did not identify any deficiencies in internal control over
finarcial reporting that we consider to be material weakmesses, as defined above.

Compliance and Qthcr Matters

As part of obtaining reasonable assurance about whether the Retirement System’s financial statements are free of material
misstatement, we performed tests of irs compliance with certain provisions of laws, regulations, contracts and grant
agrzements, noncompliance with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an epinion on compliance with those provisions was not an cobjective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed an instance of noncempliance or other
matters that is required to be reported under Government Auditing Standards and which is described in the accompanying
schedule of findings and questioned costs as itern 2010-1,

The Retirement System's response to the finding identified in our audit is described in the accompanying schedole of
findings and questioned costs. We did not audit 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 System’s
management, the City of Baton Rouge and Parish of East Baton Rouge, and the Legislative Auditor’s Office and is not
intended to be and should not be used by anyone other than these specified partics.

Wq-m

Baton Rouge, Louisiana
Jupe 24,2011
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CITY OF BATON ROUGE AND PARISH OF FAST BATON ROUGE

EMPLOYEES’ RETIREMENT SYSTEM

SCHEDULFE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED DECEMBER 31, 2016

A Summary of Auditors’ Results

Financial Stetements

Type of auditors” report issued: Unqualified

s Material weakness(es) identified? yes L no
»  Signiticant deficiency(ies) identificd that are
not considered to be material weaknesses? yes x__ none reported

Noncompliznce material W financial

statements noted?

X Vs no

8 Findings - Financial Statement Audit

2110-1) Collateralization of Cash Balanccs

Criteria:

Condition:

Cause:

Effect:

Recommendation:

126

Louisiana Revised Statute 39;1225 requires governmenls to insure s deposit accounts with
financial instiwtions from loss against custodial credit risk. Deposit account balances in
excess of federal depository insurance must be proiccted from loss by the pledge of the
institution’s securities as collateral.

At December 31, 2010, deposit balances in onc financizl institution were in excess of
federal depository insurance not collateralized by pledged securitics. The uncollateralized
amount totaled $22,942,997.

The Retirement System was in the process of transitioning securities from one money
manayer lo another at year-end. As a result of internal policies of the newly hired money
manager, the volume of securities beinp traded and the amount of cash involved, the funds
were required to be temporarily held in a money market account with a financial
institution. Such use of temparary bank deposit account is uncommen for the system. The
system's administration and newly hired money manager therefore overlooked compliance
wilh this statute.

Albeit temporary, the cash balance in excess of depository insurance was exposcd to
custodial credit risk at year-end.

Management should ensure all future deposit account balances in excess of federal
depository insurance have the appropriatc collateral to limit the exposure of custodial credit
risk.



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

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED DECEMBER 31, 2010

2010-1) Collateralization of Cash Balances {continued)

Management's Response:

The Candition cited above is accurate regarding uncollateralized funds of $22,942.997 at December 31, 2010, CPERS
contracted to hirc the investmient manager in November 2010 and to fund them as soon as possible thereafier. The manager in
question informed CPERS that the entire allocation could not be accepted in one amount because of new asset limitacions they
fmpase. Therefore it was necessary 10 fund the manager over several momhs, This manager was unigue in that they required
that funds be deposited in their custodian bank account in a cush holding uccount prior (o them initiating the corresponding
purchase of securities. The wired [unds were held in a Money Market Deposit Account in CPERS’ name in Northern Trust
(which has carried a Standard & Poor’s rating of AA- for over 20 years) from December 29, 2010 to the first day of 2011 when
the manager drew down the funds to scule the purchases of securities. ‘The funds acerued interest of $997.22 and were covered
by the standard FDIC coverage ol $250,000. There was no 10ss on this transaction. Although custodial credit risk was present
at year chd, CPERS would not have incarred a loss unless Northern Trust had been placed in receivership during the few days
thiat they held CPERS” (unds.

The manager has stated thar this issuc has never arisen with any of its clients, which include other public entities. Neither has
CPERS ever encountered a situation in which funds being placed with an investment manager were held in a cash holding
account prior to being released to the manager for settlement of the purchase of securities. Also unigue was the inability to
totally fund the investment manager in one lump sum.

Subscquent 10 discovery of the situztion outlined abave, CPERS conferred with the manager and explained the requirements of
Louisiana statc taw regarding custodial credit nisk. The manager understood the situation and was forthcoming in offering a
solution. The munager proposcd to utilize a securitics holding account rather than a cash holding account for future fundings.
This account would have scourities pledged as cotlateral 1o securg CPERS” assets.

2009-1) Unreturned Appellate Bond Deposit

Criteria: Louisiana Law prohibits the unauthorized use of a government’s assets by its officers, emplovees
and others in positions of authority or custody over those assets,

Conditien: 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 payment of a judgment rendercd in the matter of case #35632 (ihe “Carter Lawsuil™) while the
Retirement System appealed the District Court’s decision. The Retirement System lost its appeal to
First Circuit Court of Appcals. 'The Retirement System then paid the judgment to the plaintiff in
January 2001, thereby entitling it to a return of the funds deposited with the 19™ JDC Registry of the
Court. In June 2001, the Retirement System’s legal counsel filed a “Motion and Order to Withdraw
Bond and Sccurity for Appeal” with the District Court which was approved. East Baton Rouge
Clerk of Court documents show three checks were issued in settlement of this deposit. Two of the
checks were made payab!le to the Retirement System through legal counsel, 1.aw Office of Randy P.
Zinna in the combined amount of $340,392.93, representing the original deposit of $30:0,000 plus
interest (less Clerk of Court costs), The third check was issued 1o 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 receiving the two checks made payable to the
Retirement System. The Retirement System has not rcceived a return of these funds from its former
legal counscl Randy Zinna, in cash, as of the date this repart was released.
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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, 2010

2009-1} Unreturned Appellate Bond Deposit (continued)

In April and May of 2010, upon discovery of the facts, circumstances, and events surrounding this
unretumed dcposit, the Retirenent System ended its relationship with its legal counsel, Randy
Zinna, and informed the Legislative Auditor and the 1™ JDC District Attomey of this matter, in
accordance with LA R.S. 24:523,

Effect: Misappropriaticn of the Retirement System’s assets may have occurred.

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

Updated Responsc:

At the direction of CPERS’ Board of Trustees, CPERS’ lepal counsel filed civil suit No. 592778 Division “I¥” against Randy
P, Zinng, DBA Law Offices of Randy P, Zinna, and Continental Casualty Company to recover the procecds of the appeal bond
relcased 1o Mr. Zinna but never received by CPERS. On June 22, 2011 the case is still in the discovery stage. CPERS is also
exploring the possibility of collecting a portion of the appeal bond proceeds from its own liability insurance policy through the
Commercial Crime Coverage Fornm; a provision of the policy that provides coverage for monetary losses caused by unlawful
acts of trustees, managers, directors. and representatives. Legal counsel is working with the insurance provider to determine if
a partizl recovery is possible. Mr. Zinna has signed a plea agreement in United States District Court and the result to CPERS
of that plea agreement will be known at the time of sentencsing -- currently scheduled for September 22, 2011.
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209 St. Ferdinand Street
Baton Rouge, Louisiana 70802
Phone: 225-389-3272 » Fax: 223-389-5548

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






