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@  
June !~ 2004 

Em ployees' Retirem ent System 

Ci~ of ~ n Rou~ 
ParCh of Ea~ Baton R~ g~ 

2~) SL F~ mmd Streel (70802) 
~  1471 

Board of Trustee s 
City nfBaton Rouge and Padsh 
of East Baton Rouge 

Empioyces' Retirement System 
Post Offiac Box 1471 
BatonRougc, LA 70821 

Dear Reth'cmcnt B oard M embers: 

LETTER OF TRANSM ITTAL 

Phorte: (225) 389~3272 

W~ are pleased to again submit to you the Comprehensive Annual Financial Report (CAFR) of the 
City of Baton Rouge and Parish 0f East Baton Rouge Employees' Retirement System (the Retiremera 
System) for the fiscal year ended ~ ember 31, 2003. This CAFR is submitted in aec~ e with 
Section h253 of the Retirement Ordir, ances, which requires an annual audit report. This section 
specifically mandates that the Board of Trustees shall have prepared and submitted annually to the 
M etropolitan Council, an audit report by an  independent/'inn of certified public accotmtan ts. 

Responsibility for the accuracy of financial statements and all disclosures rests With management. To 
the best: of our knowledge and belief, all information is accurate and has b~n preparezl by the 
accounting staff in accordance wi th Generally Accepted Accounting Prineip!ea (GAAP) as 
promulgated by the Governmental Accoun ting Standards BOard (GASB). As a Supplement to the 
fieaneial statements, please refer to Management's Discussion and .analysis in the Financial Section. 

The format for the Comp rehensive Annual Financial Report reflects separate disclosures in appropriate sections relative to the 
City-Parish Employees' Retirement System (CPERS) original trust and ~e Police Guarantee Trust (PGT). The 2003 CAFR is 
divided  into the follovdng seven sections as listed ly~low: 

~ The Introductory Section contains die letter of transmittal, a iisting of the member~ of the Retirement Board of Trustees, a 
listing of the admiIdstrative staff and professional consultants, the Retirement System !s organizational chart, the Certificate of 
Achievement for Excellence in Financial Reporting, a summary of the year 2003 local ordinm~ce changes affecting the 
Retirement System, and all overall plan stumua ry. 

~ The Financial Section is composed of the Indep endent Auditors' Rep ort, the Independent Auditor~' Report on Co mplian ce 
and on Intern al Cont!ol Over Financial Reporting Based on an Audit of Fina ncial Slatem~  Perform ed in Accordance with 
Govermnent Auditing Standards, M an agement's Discussion and Analysis, the financial statements, and Notes to the Financial 
Stateme nts, followed by Required Supplerrmntery Information arm Supporting Sched ules~ 

~ The investment Section is comprised of the investment consultant 's report on investmem activity, the Statement of investment 
Policies and Objectives, Investment Summary, charts showi ng the actual and target asset allocations, List of Investments. 
Invcatment Performance M easurerne~s, Annua l Rates of Return , and a Schedule of Comm issious  Paid to Brokers. 

~ The Actuarial SectiC~n (CPERS Trust) sets forth information applicable to the City-P~  Employees' Retirement System 
(CPERaS) Trust~ and contains the actuary's certification letter, a suitmaary of princ:;pal system provisions, a summary of 
actuarial assumptions ~  methods, schedules showing accrued liability analysis and reconc iliation, an analysis of financial 
expe rle~ e, em ployer Contx]bation calculation results, active and retiree membership data, and oth er pertinent actuarial data, 
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Term: 5115103- 5/14/06 

Vice- Chairman & M etropolitan Council Representative 

Linda T. Hunt 

Term: 1/1/02 - 12/31/04 

Cpl. Cozy N. Reech 

David M . M edlin 

Capt Benton W . M organ 
Fire Employees" Repres entative 



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

Barbara B. LeBlanc, C:I.A. 
Assistant Retirement Administrator 

Russell P. Smith, C.P.A. 
Accounting M anager 

Ann G. LeSage 
Administrative and Investment Coordinator 

Kyle Drago 
Accountant IH 

Richelle Forester 
Accountant I1 

Gladys W illiam s 
Administrative Specialist II 

Salli W ithers 
Retirement Benefits Specialist 

Adrienne M atthews 
Retirement Benefits Specialist 

Renae Lodge 

Retirement Benefits Specialist 



Stanley, Holcombe & Ass~ iates, Inc. 
2000 RiverEdge  Parkway, Suite 540 
Atlanta, GA 30328 

Postiethwalte & Nettarvil]e 
Certified Public Accountants 
8550 United Plaza Blvd, Suite 1001 
Baton Rouge, LA 70809 

Sum mit Strategies Group 
7700 Bonhou aue  Avenue, Suite 300 
St. Louis, M O 63105 

Law Offices of Randy P. 71,,, 
8732 Quarte~ Lake Road 
Baton Rouge, LA 70809 

Robert D. Klauen er 
& Kanfman~ P~A. 

10059 Nox~hwest 1't Court 
Plantation, FL 33324 

D. J. Scim eca, Jr., M .D. 
Occupational Health Clinic 
Baton Rouge General Health  
3870 Convention SU'eet 

Re]alional Systems Consultants 
102 Em ily Circle 
Lafayette, LA 70508 

M AXIM US, Inc. 
940 N. Tyler Road - Suite 204 
W ichita, KS 67212 

B]ackR~ k Financial M anagem ent 
40~ East 52~ Street 
New York, NY 10022 

Tr~ ty Inve~rneat M enageme~t Corp. 
10 St. James Aven ue - 10e' Floor 
Boston, M A 02116 

Barclays Global Investors 
45 Fremont Street 
SanF~ue isco, CA 94105 

W all SUt~et Associates 
1200 Prospect SUeet, Suite 100 
La  Jol]a, CA 92037 

State Street Global Advisors 
Two International Plaza 
Boston, M A 02110 

Capital Guardian Trast 
333 South Hope Street 
Los Angeles, CA 90071 

Sprucegrove Investm ent M anagement LTD 
181 University Avenue, Suite 1300 
Toronto, Ontario, Canada, M 5H 3M 7 

Bank One, Loui siana, N.A. 
P.O. Box 1511 
Baton Rou ge, LA 70821-1511 



In woducto~. Sectlon 

RETIREI~IENT SYSTEM  
O RGANIZATIONAL CHART 

(See page 12 for specific information regarding investment professionals) 

Accountant IF{ (2) 

Accountant lI 

Administrative Specialist II 

Student W orkers (2) 

Retirement Benefits Specialists (3) 
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SUM M ARY OF 2003 LOCAL LEGISLATIVE CHANGES 

The following Orcllnanr, e was adopted by the City-Parish M etropolitan Council during 2003 

ORDINANCE 12814 - AMENDING TITLE 1 (MUNICIPAL AND PARISH ORGANIZATION), CHAFFER 3 
(PERSONNEL), PART IV (EMPLOYEES" RETIREMENT SYSTEM), OF THE CODE OF ORDINANCES OF THE CITY 
OF BATON ROUGE AND PARISH OF EAST BATON ROUGE, SO AS TO ADD SECTION 1:269.1 THERETO, 
RELATIVE TO AUTHORIZING THE BOARD OF TRUSTEES TO USE EXCESS ACTUARIAL RE TURN ON 
RE TIREM ENT SYSTEM  INVESTM ENTS FOR THE PURPOSE OF PROVIDIN G CERTAIN ELIGIBLE RE TIREES AND 
SURVIVORS W ITH SUPPLEM ENTAL BENEFIT PAYM ENTS. 

On November 25, 2003, the Co uncil approved Ordinance 12814 that added Section 1:269.1 to provide certain t~& ees and 
survivors of retirees with a lump sum non-guaranteed supplemental benefit payment (SBP). The Retirement Board of 
Trustees adopts the rules, regulations and procedures to carry out the provisions of the ordinance. The Board has the authority 
to declare the pa ym ent of the SBP in June each year with pa yment in September to retirees and survivue s that have been 
retired for at least one year as of June 30 of the calendar year/n wh/ch the SBP is declared. 

To fund the SBP the orrllnsnce authorizes the Retirement Board of Trustees to accumulate and set in re serve for the exclusive 
pa yment of the SBP the followi ng: 

1) A percentage of returns on the actoar/al value of assets when those returns are in excess of the assumed actuarial rate of 
return (currently 8%), as determined by the Re tirement System actuary calculated according to the following formula: 

One-tenth of up to the fwst 2% of actuarial returns in excess of the assumed actuarial rate of retarn for an y 
calendar year, provided the aggregate experience of the Retirem ent System  is positive as  ceztified in  the 
applicable actuarial report 

On e-twen tieth of actuarial returns above the first 2% in excess of the as sumed actuarial rate of t~ um  for an y 
calendar year, provided the aggregate experience of the Retirement System is positive as certifiad  in the 
applicable actoarial report 

2) Certsin pa yments formerly made under Section 1:269, Re tisement Benefit Adjustmant (RBA). These payments calculated 
as the difference between the payments made under Sec. 1:269 in July of each calendar year and the pa ymelltS made 
under Sec 1:269 in July, 2002. 



~ 25 years or more, any age, 3%  of average compensation  for each ye ar of service, maxim um  90%  of average compensation; 

~ 20 years or mo~ , but less than 25 ye ars, under age 55, 2.5% of average  compensation for ea ch year of service less a 3% 
pan alty on the total retirement allowan ce for  each year the member's age at retireman t is under 55; 

~ 10 years or more, but less tiara 25 years, age 55, 2.5%  of  average  compensation for each year of service ; an d 

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

M ember may elect a reduced xe~'ement allowance and designate any person to receive the balance of his 
contributions in the event member dies before receiving retirement benefits exceeding the amount of his member con~'ibutinns 
as of the date of his retire~ t. 

~ M ember may elect a reduced refireme~ allowance and designate an y person to receive the same reduced retirement allowan ce 
for the life of  the pereon so de signated. 

~ M ember may elect a rethtced  L~thr.~ nt aIlowan~  and designate an y person to receive a form of benefit certified  by the 
retirem ent system  actua~  to be of equivalent actuariei value. 

~ Ordinary disability, mlnlrmnn 10 years service required, minln'qlm 50% of average  compeasafion; additiolla] 2.5% of average 
compensation  for each year of service in exce ss of  20 yea~. 

~ Service-connected disability, no mlnirmnn service t'eq~  m/ninmnt 50% of average compensation; additional 1.5% of 
average compensation for each ye ar of service in excess of 10 ye ars. 

~ The surviving spot~e of a con tnlmfin8 member eligible for retirement, or  who has at least 20 years of service, receives an 
actuarieily computed benefit for life; or  a refund of member contributions. 

The surviving spouse of a con tributing member not eligible for retirement receives a monthly benefit of $600 for  life or  until 
remarriage, whichever occurs first;, or  a refund of member contn'bution s limited to the amount remaining after the payment of 
m/nor  child or unmarried depeQdent parent benefits, if an y. 

The surviving spouse of a service retiree receives a mo nthly benefit of 50% of the service retiree benefit for  life, provided  that 
the surviving spouse was either (1) legally married to the re~'ee on his date of service retirement or (2) legally married to the 
retiree for  at least 2 years prior  to the retiree's death. 

The surviving spouse of a DROP participant receives a monthly benefit of 50% of the DROP participant benefit for  life, 
provided that the surviving spouse was either (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 



~ The surviving spouse of a sexvice-con nected disability retiree rece ives a monthly benefit of 50% of the service-en nnected 
disability retiree benefit for life, provided that the survivin8 spouse was either (1) legally mmried to the service-en on ected 
disabifity retiree cm his date of service-coun ected disability retirement or (2) legally married to the service-connected disability 
retiree for at least 2 years prior to the service-coun ected disability refiren 's death. 

~ M inor child or  children of cen tn'bufing member receive a mon tldy benefit of $150 per child until age 18, maximum benefi t of 
$300 ffsurvived by more than 2 children. 

DEFERRED RETIREM ENT OPTION PLAN (DROP) 

* M ember 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 participation not exceeding 32 years, whichever is less. 

~ M embers with at least 10 ye ars, but less than 25 years of service, and are age 55 or older are eligible for up  to 3 ye ar 
participation. 

~ M embers m ay participate in DROP only once and are proin'bited fi'om  be com ing a con tributing member of the system  after 
participation. 

~ For DROP participanm prior to July 1, 1991 who do not terminate employman t at the end ofparticipation , intexest eemings an  
the account are discontinued until termination of employment, and no fimds are payable from the account until such 
termination. 

~ For DROP participants on  or aider July 1, 1991 who do not terminate employment at the end of participation, all interest 
earnings that would have been credited during participation are forfeited, and all funds are immediately distn'buted to the 
member. 

~ Upon emp loyment termination, severance/sop aration pa y is ~ ndatorlly rolled into an existing DROP acco unt for members 
age 55 or older, while members younger than age 55 are given the option  to roll the ftmds into the DROP or take receipt of the 
funds. 

ROLLOVER OF ELIGIBLE DISTRIBUTIONS 

~ Certain dism'but/on s from DROP accoon ts are eligible for rnllover to an  Individual R~ t Accoun t (IRA), Code Sec. 
403(b), 457 or other qualified plan. 

~ Distn'bution s based  upon life expectancy or  for a specified porind of 10 yeor s or  more are not efigible for rollover, 

M EM BERS W H O TRANSFERRED M EM BERS Hn~' TO M PERS  

~ For members who ~ansferred their me mbership to the Municipal Police Emp loyees' Ret~ement System (MPERS) the 
of benefits is ge nerally as shown above. Because of the differences in particular CPERS and M PERS benefit 

provisions, variations may exist. Only provisions specifically set forth in the conWact entitled Agreement and Guarantee of 
Retirement Rights and Benefits are guaranteed to transferred members by CPERS. 
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EM PLOYEES' RETIREM ENT SYSTEM  

~ The net assets held in trust for pension benefits increased by $133.9 million, or 19.0 percent. This reflects the 
long awaited recovexT in the equity markets following a 2 ~ year nmrket downturn. 

~ The rate of retom  on  the market value of the System's investments was 24.0 percent as compared to a ue gative 
return of 8.1 percent in the prior  year. This return ranked the System  in the 18~ percentile compared to its 
peers, and was due largely to a strong recovery in both the domestic and international equity markets. 

~ The amount of benefit payments ine ressed by $3.73 million, representing  an increase of 8.1 percent from 2002 
to 2003. 

~ The System 's funded re.rio remained level fi~om 2002 to 2003 at 86 percent as measured in accordance with 
GASB 25/27. The unfunded actuarial accrued  liability ~  $8.9 million. Although market value of assets 
increased dramatically, the actuarial value of assets is computed using smoothing methods that ndnimize peaks 
and troughs in asset value. As a result, the actuarial value of assels, on which the funded ratio is co mp uted, 
moved upward m ore moderately than the market value of assets. 

M anagement's discussion and analysis is intended  m serve as an inlroduction to the CPERS basic financial 
statements, together with  the related notes to th e financial statem ents, require d supplementary inform ation, and the 
suppo ~ ng schedules, all of which are deseribed below:. 

Statement of Plan Net Assets - This statement reports the System 's assets, liabilities, and resultant ne t assets he ld in 
trust for pension  benefits. The original CPERS trust and Police Guarantee Trust are shown both separately and 
co mbined . This two ye ar comparative statement should he  read with the understanding that it disclose s the System 's 
financial position as of Decemhe r 31, 2003 an d December 31, 2002. 

-  This statemen t reports the results of operations during the calen dar ye ars 

Notes to the Financial Statements - The financial statement notes provide addition al information that is essential to a 
comp lete un derstanding of the data set forth in the financial statements. They are cons idered an  integral part of the 
financial statements. A description of the infor mation provided in the notes follows: 

~ Note 1 (Plan Description) provide s a general description of the Retirement System, including the original 
CPERS l~tst and the Police Guarantee Trust. Information is included  regarding plan membership, a description  
of retirement benefits, a description of the Deferred Retirement Option Plan (DROP), and getLrvment 
contributions. 
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EM PLOYEES' RETIREM ENT SYSTEM  

M ANAGEM ENT'S DISCUSSION AND ANALYSIS, CONTINUED 

Note 2 (S~  of Significant Aceotmfino Policies) provides Information disclosing certain accountin~  
methods and policies used in determin~n~ amounts shown on the financial statements. Included in this note is 
information relative to the basis of ace ounting, the deterndna~on of estimates, System investments, and 
property and equipme nt. Included in the discussion of investments are investing authority, permissible 
investments and certain restrictions on investm ents. 

Note 3 (Securities Lending Program) provides details of the System's securities lending program as governed 
by the co~ntract between CPERS and the custodian bank. This note de scn~oes how the pro gram is administered 
by the custodian, and how loans of securities are collateralized. 

Note 4 (Investments and Deposits) de scn'bes System investments and their relationship with the custodian bank. 
This note includes information regarding v~ rchase agreement collateralization, use of the custodian's Short 
Testa Investment Fund (STIF), bank balances an d their collateralization, and types of investment credit risk. 

~ Note 5 (Contingencies) gives an  overview of an  indlvidual retirement benefits matter being litigated, the final 
result of which could possibly cause the Sys tem  some  financial expo sure. 

related notes. These schedules show 
trust and the PGT separately. The 
schedules . 

-  The reqttired suppleme ntary information consists of two schedules and 
the funding progress and employer contn'butiun  data for the original CPERS 
related notes disclose key actuarial assumptions and methods used in the 

Sunvortine Schedules - These schedules include information on administrative and investment expenses and 
payments to consultants. 

CPERS provide s retirement benefits to essentially all eligible City-Parish employees and employees of other 
qualifying employers. These benefits are funde d through me mber contn'outions, emp loyer con~ibutions, and 
earn ings on investments. Total net as sets held in trust for pension benefits at December 31, 2003 am oun ted to 
$840.0 million, which represented an  increase of $133.9 million, or 19.0 percen t firm the $706.1 million held in 
trust at December 31, 2002. 

2003 Increase 
oF Per~ ntage 

2003 2002 2001 Chan ,,e 

Cash $ 4,431,623 $ 955,652 $ 630~708 $ 3,442,971 348.2 % I Receivables 7~916,686 6,450,482 16,130,052 1,466,204 22.7 
Investments (fair value) 843,913,270 713p621~961 794,889~737 130,291~309 18.3 
Capital Assets 758,579 787,399 814~168 (28,82o) (3.7) 
Total Assets 857,020) 158 721,848,494 $12,464,665 135)171 ~664 18.7 
Total Liabili~es 17~032,248 15~725,310 14,595~072 1,306,938 8.3 

' Total Plan Net Assets $ 839,987,910 $706,123,184 $ 797,869,593 $133,864,726 19.0 % 



r~ausa oF r.AST eATON ROU~~ 

~ s to CPE~  net assets M id m trust fo~ pension t~t~ t~ i.~hule ~o~ o~ o~ from employe~ and 
employc, ts, s~d. conm'budons received from mnployers for imrp0ses of paying sevm e pay to employees, as w eli 
as invcsmgm income. Emp loyeg Contn~ , which were set ~ ~0% of payr~U for ~th 2003 and 2002, rose in 
~  dollm's by2,0% as payroll amount3:~ ed m~d ~:~o.xim~ ly 150 uewmembe~ Wer~ em~lled by one 0fthe 
cpaas ~ ,k,y~  ~ oy~ ~au~bu~o~ ~  ~ y d~ to ~n ~ ..a e~ k,y~ 
conh~,uiion rate as reconmmnded by the Systtnn?s actt~ . The btended employer conWRmtion rote for 2003 was 
12.5% of payroll wkile in 2002 the rate was setat 10.57%. in 2003, CPERS ~  a net increase in 
investments 0f$16Z5 mifliov~ c~ npared m a ~  Io~ in 2002 of $64,6 m~Ili~  This increase was at~rlbutabie toa 
steep recovery in both the ~ c and intem~tiom] equiDy marke~: !n tota~ the 2003 addi'don to net assexs was a 
positive $186.3 million as ~  to a nesatlve $43.2 ~r~ ion f0r 2002, 
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Additions to Net Assets 

2003 2002 2001 
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PARISH OF EAST BATOm'ROUG~ 

EM PLOYEF~ ':RE~ t~P++'T SYS TE 

A.'~  ~ ALYS~  Co~ n 

Dcdsc~m~ from CPm+.S net asSm  !~-m in u+st Pot ~,~+~  ~ne!q+s m+ ~+ +d prJmmly ~+f+cmmmmt I~+~  
~a>m  m:CP~ +mtm , sm vo~ and m f~iati~, Also ~ ;+ d m ~ om m  m~ +stm~ve e~em+s 
alung With ref~  ~ 6thdmw~|s of empMyee conlributior~. For 2003, beneFrt lm~  to re~re~  ~ ivo~, 
rand bcttef~ciaries arr~umext to $4%6 m itticm, whi~h+repreSeraed an ~  of S.t percent from the $45+8 million 

paid om in 2002. Prmlictably~ ~ norrmi monthly paymmm tO ~ ioncrs ~minued,m i//er'~se as ~ 6f 
~ sioners inerezse and t~ average monthly ~ ion+inereases? DROP fired mllOvers:aecouated for some of the 

but the rrmjority ~  ~  to the number Of new reti +r~s+ dmmg fl~e year. ~  2003 admimswativ~,e~  
incaxased to $1+!7 million frum : $L08 million in 2002 repregenting a~ 9+0~,+{ ~  due to imrea_~es in norw~t 
~  extx~e~ s~li a~+ sSlm-~e% ftln~ ~  ~6!~ s, cea~ultsnt fee~ e_te+ ~ ly, refiinds m~d 
wi~dl~v.~la of member c0nlxibullom :in crea~ed slightly bY ~7 pertamt to~

+$! :~ nm+lli~n in 2003 fromS 1 +67 million in 
2002~ as employment ~ .~ held ~.ady am~g ~ ER.S employers+ 

Deductions from  Net Assets 

2003 2002 2001 

+ + 2003 
Dedut~lons Pcom + + ! Pcrcestage 
Net Assets ! 2003 20oz + +ore + yL~_  e~ ___  

Bencfit Paymep.t5 _ _ _ _~  $ 49j50,057 $ ~4.051,754 I 8.1% 
RCf~ ~ wals I 1.6~2.1 g! 
AdminiStrative Ex'l~=nse s I t,l?4,10g 

Ctt~ge ia N~t ~,~et~ I $(91 ;746.409) i ~ [42,09fi+345) 2,~6.0 % (TotM Additions ~esS "t oral Dedvcli~l~s) S [33,864+726 
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DISCUSSION AND ANALYSIS~ CONTINUED 

CPERS investments totaled $843.9 million at Decembe r 31, 2003 as compared to $713.6 million at Decembex 31, 
2002, which rcp~ ~med  an increase of $130.3 million or 18.3 p~-'~en L This Lm:~ase can be atU'tl~uzed to ~  steep 
rc~overy in the domestic and intern ational equi~ markets in wlfieh CPERS allocates a 65 pe~ent largete~l share of 
its investments. CPERS enjoyed a market rate of return of 24.0%, which surpassed ho th the benchmark for the 
overall portfolio of 23.0%  and the rate u f v~urn for the average public pension plan of 22_1%  for the sam e peried. 

W be n making comparisons from  year to year~ it is important  to be  aware that other factors may affect the chang~ in 
investm ents, particularly tho  changes be tween invns maen l categories snd types. It is also im portant to note that the 
investment portfolio is not stagnant, but is traded in pan each bt~h~ns s day. Therefore, the reader should be cautious 
aho u~ drawing conclusions as to how and why the portfolio increased or decreased in value. It is peflx~ps best to 
refer to the total investment figures Io conclude ho w CPERS' investments performed overall. 
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2003 2002 2001 

2003 
Percentage 

[avestments (at Fair Value) 2OO3 2~  2001 Change 

US GorY 'linen! oblis~ion~ S 72,774,448 S 52.120.972 S 6S.259.778 39_6 % 

Bonds- Dom~~i~ Index Fund t 142,523,271 69,174~732 61.986,427 (20.2) 13 f
,,708,516 152,447,365 2.8 

Equit~ eecuriries- Domestic ~ 405,421
,,
317 317,338.968 

-  . 399,981,638 27.8 
Eqmt,j sccunnes - Inwrnational |461521.5 I0 109,128t773 84,014.529 3,1.3 

Cash eqlawalenl$ i 21,451.065 27,15 [1~(,~09 28,200.000 (21.0) I 
Total lnves;me~:s I $ 643,g13.270 $ 713,621,961 ] $ 794,889.737 18.3 % 
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EM PLOYEES' RETIREM ENT SYSTEM  

M ANAGEM ENT'S DISCUSSION AND ANALYSIS, CONTINUED 

This Comprehensive Annual Financial Report is designed to provide  a general overview of the City of Baton Rouge 
and Parish of East Baton Rouge Emp loyees' Retirement System's finances for interested parties. Questions 
concerning any of the infom mtion provide d he rein, or requests for additional financial information should he  
addressed to the City of Baton Rouge and Parish of East Ea ton Rouge Employees' Retirement System, P. O. Box 
1471, Baton Rouge, Louisiana, 70821-1471. 



R~ eivables: 
Employer c~ lm'bufion s 
Employee con tn'bufion s 
Interest and clividtatds 
Pending trades 
Other 

Invc~ncnts (at fair value): 
U.S. Govemrnent obfis~ions 
Bonds - Dongstic 
Bonds - Donz~ c Index Fund 
Equity secudtics - Dome~ c 
Equity sccuritics - Intc'rnational 
Cash equivalents 

CITY OF BATON ROUGE AND 
PARISH OF EAST BATON ROUGE 

EM PLOYEES' RETIREM ENT SYSTEM  

STATE M F-NT OF PLAN NET ASSETS 
AS  OF DECEM BER 31, 2003 AND 2002 

CPERS 
Trust 

Police 
~um mtee 
Trust 

2003 
Commblued 
Total 

2OO2 
Combined 
Total 

$ 4,265,018 $ 166,605 $ 4,431,623 $ 988,652 

1,261,900 
788,999 

1,358,377 
4,016,056 
419.152 

4,514 
3,113 
248 

1,841 
62,486 

1,266,414 
792,112 
1,358,625 
4,017,897 
481,638 

1,008,670 
714,677 
1,388,631 
2,857,961 

48~543 

72,774,448 
55,221,659 
134,666,468 
392,352,103 
141,900,085 
21 r7.49,788 

-  72,774,448 
-  55,221,659 

7,856,803 142,523,271 
13,069,214 405,421,317 
4,621,425 146,521,510 
201r277 21~451,065 

52,120,972 
69,174,732 
138,708,516 
317,338,968 
109,128,773 
27r150,000 

818,164,551 25,748~719 843t913,270 713~621~961 

Pmpertle~ at cost, net ofaccuron lated depreciation 
of $642,905 and $614,084, respectively 758~579 

Total assets 

Liabilil/es 

Accrued expmses and be~etits 
Pending trades payable 

Total liabililies 

831~032~632 25,987~526 857,020,158 721,848
~494 

684,466 
16~209r352 

138,430 822,896 678,154 
16~209~352 15~047~156 

16~893,818 138~430 17,032~248 15~725~310 

Net assets held in mmt for pension benefits ~  ~  $ 839,987,910 $ 706,123,184 
(a schedule of funding progress is pr-',~ nted 
on  page 43) 
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EM PLOYEES' RETIREM ENT SYSTEM  

STATE M ENT  OF CHANGES IN PLAN NET ASSETS 
FOR THE YE ARS ENDED DECEM BER 31, 2003 AND 2002 

Additions: 
Conm'butions: 
Employee 
Employer 
Sever~ ce con m'bution s from employees 

Police 2003 

CPERS G uarantee Combined 
Trust Trust Tarsi 

8,688,728 
14,531,806 
374.723 

49,586 
76,982 

$ 8,738,314 
14,608,788 
374.723 

8,564,117 
12,109,644 
703.276 

InvesUon nt Income: 
Net appreciation in fair value of investments 151,705,813 
In terest 5,722,642 
Dividends 1.880.169 

Total invesUmmt income 

Less inves~nent expenses 

Net investment income 

Total additions 

Deductions: 
Benefit payments 
Refunds and withdrawals 
Administrative expenses 

Total deduction s 

Net increese (decrease) 

Net assets held in m tst 
for pension benefits: 

Beginning of year 

End of year 

See acconvanying notes to financial statements. 

4,977,237 
3,370 

o_ 

156,683,050 
5,726,012 
1.880_169 

(73,086,393) 
8,312,921 

1.soo.O~7 

48,561,375 

1,681~37 
954.294 

988,682 
644 

49,550,057 
1,682,181 
1.174.108 

45,817,047 
1,670,741 
1.076.077 

133,864,726 
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NOTES TO THE FINANCIAL STATEM ENTS 

The City of Baton Rouge en d Parish of East Baton Rouge Employees' Retirement System (~ t 
Syste~ CPERS) is the administrator of an agent multiple-employer pension plan (the Plan). The Ro firem~t 
System  provides benefits to employees of the following parfic/paliug  gove~'mnentel employers: 

City of Baton Rouge and Parish of East Baton Rouge (City-Parish) 
District Attorney of the Nineteenth Judicial District 
East Baton Rouge Parish Family Court 
East Baton Rouge Parish Juvenile Court 
St. George Fire Pmte~ on District 
Brownsfield Fire Protection District 
Central Fire Protection District 
East Baton Rouge Parish Fire Prote~ion District No. 6 
Eestside Fire Pro tection District 
East Baton Rouge Recreation and Park Conun ission (BREC) 
Office of the Coroner of East Baton Rouge Parish 

The Retirement System is considered a component unit of the financial reporting entity of the City of Baton 
Rouge and Parish of East Baton Ro uge (City-Parlsh) and is included as a pension trust fund in the City-Parish 
Comprehensive Annual Financial Report. The accom panying financial statements reflect the activity of the 
Retirem ent System. 

Under Govemmentel Accounting Standards Board (GASB) Statengnt No. 14, The Financial Reporting Entity 
(GASB 14), the definifiou  of a reporting entity is based prinatrily on the concept of financial accountability. In 
determining its componen t unit status, the ~ t Sys tem  co nsidered the following: 

the Retirement Sys tem exists for the benefit of ~wt~mt and former City-Parish employees who are 
of the ~  Sys ts~t; 

four of the severn Board members are elected by the employees who participate in the Plan, and 
the Re6rement Sys tem  is funded by the investment of conm'butions from  the City-Parish and 
member employers who are obligated to make the con~'bufiou s to the Retirement Sys tem based 
upon actuarial valuations. 

The Retirement System itself has no component milts as defined un der GASB 14 

The Retirement Sys tem was created by The Plan of Government and is governed  by a seven-member Board of 
Trustees (the Board). The Board is respo ns~le for administering the assets of the Retirement System and for 
mak/nS policy decisions regarding investments. Four of the trustees are elected members of the Retirement 
Sys tem. Two are elected by non-police and non-fire department employees, and one wustee each is elected by 
the po lice and fire department employees. The remaining membership of the Board co nsists of one member 
appo inted by the M ayor -President, and two members appointed by the M e~ po litan Council. 
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NOTES TO THE FINANCIAL STATEM ENTS 

Any person who becomes a regular fifll-time employee of one of the member emp loyers becomes a member of 
the Retirement System as a condition of employment, except in the ease of newly hired employees of certain 
participating employers who are mandated to enroll in a statewide retirement sys tem. Contra~ ml emp loyees 
may or ma y not be come  members, depending upon the p~ovidon s of their respective con tracts. 

Substantially all full-time employees of the City-Parish and other member emp loyers are covered by the 
Retirement System-  The Refirema ~ Sys tem actoarially deterndnes the contn'bufions required to fund the plan. 
The Retirement Sys tem exists for the sole benefit of current and former employees of the me mber emp loyers. 

B. Police Guarantee Trust (PGT~ 

The Police Guarantee Trust (PGT) was established as a separate legal trust fund on February 26, 2000 to provide 
for payment of certain guaranteed  lifetime benefits for elig~le police emp loyees who transferred their 
me mbership to the Municipal Police Employees' Retirement System of Louisiana (MPERS) while retaining 
certain rights under CPERS. W hen established, the Trust was funded  from the original CPERS trust, through a 
trustee -to-trustee ~ usfer, for the ftdl actoarially de~ermined am ount necessary to pa y all contractually 
guaranteed be nefits to the affected members and their survivors. The PGT is charged with all of its direct 
expenses and charged with a pereentage of indirect expenses of twenty percent (20%) for 2003 and twenty-five 
(25%) for 2002, based on an  administrative cost allocation study performed by an outside cua anltant. The PGT 
funds are invested similarly to the original CPERS trust funds, wi th  separate invesUnent perfom ~mce 
m easurement, separate accounting records, and a separate annual actuarial valuation. The Retirement Board is 
responsible for admimstering the assets an d ~qklng investm ent policy decisions  for the PGT. 

At December 31, 2003 en d 2002, membership in the Retirement Sys tem  cons isted of: 

h~c1~ve: 
Retirees and beneficiaries currently receiv/ng benefits 
Ves ted terminated emp loyees 
De ferred retirees 

Total inactive 

Active: 
Fully vested 
Nonvested 

Total active 

Total M embership 

2003 

2,192 
38 
39._..! 

2.621 

1,380 
1,941 
3,321 

2002 

2,135 
36 
366 

2,537 

1,388 
1.832 
3,220 
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Active members (vested and non-vested), inactives 0etirees) and beneficiaries currendy receiving benefits end 
terminated employees entided to benefits but not yet receiving them consists off 

Regu~r 
BREC 
Police 
Fire 

Regular 
BREC 
Police 
Fire 

December 31, 2002 

1,611 
92 
369 
549 

977 
69 
40 
29_ _ 44 

13S0 

Active 

1,393 
307 
23 
21_ 88 

2,370 
376 
63 
512 

3.321 

1,548 
83 
373 
533 

2537 

976 
78 
42 
292 

1,435 
151 
29 
2! 7 

1.S32 

2,411 
229 
71 
5O9 

322O 

An employee's benefit rights vest after the employee has been a member of the Retirem ent System  f~  10 years. 
Benefit payments are class/fled /nto two d/stinct categories: full zetirement benefits end m/n/nmm  eligibility 
benefits. The service requirements and benefits granted for each category are: 

1. Full retirement benefits: 
a. Granted with 25 years of service, reganlless of age. 
b. Defined as 3% of average compensation times the number of years of service. 

2. M in~rrmm e]igibitity benefits: 
a. Gron tcd wlth 20 years of service regardless of age ; or  at age 55 with 10 years of service . 

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

Average compensation is detvt~  by the highest average compensation in 36 successive months. In the ease 
of ~ atwpted service, the periods/nwcediately before end after the interruption may be  joined to produce 36 
successive months. In cases of less than 25 years of service , the conqmted benefit amount is reduced by 3% for 
each year below age 55. Benefits paid to employe es shall not exceed 90% of average eompensatio~ 
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EM PLOYEES' RETIREM ENT SYSTEM  

NOTES TO THE FINANCIAL STATEM ENTS 

Pension provisions include beth serviec -coun ected and ordinary disability benefits. Und~  a service-connected 
disability, the disabled employee is entitled to receive 50% of average compensation, plus an additional factor 
for each year of service in excess of ten ye ars. Under an ordinary disability, ten years of service are required to 
receive 50% of average compensation or 2.5% times the nmnber of years of creditable service, whichever is 
greater. Survivor be nefits are granted to qualifying surviving spouses of service-cen nected disabilities, however, 
disability benefits cease at the death of the disabled employee under an ordinary disability. 

Deferred retirees (participants in the Deferred Retirement Option Plan (DROP)) are employees who are eligible 
for ~firerue ut, but have chosen to continue employment for a maxinmm of five years if the m ember has 25 years 
of creditable service, or three years if the member has less than 25 years but is at least age 55. Pension annuities 
me fixed for these employees and can ne ver be inc~es sed, and neither emp loyee nor  employer conm'bution s me  
conm'buted to the Retirement System  on their earnings. DROP deposits for the amount of the participant's 
monthly benefits, me  placed in a de ferred reserve account ne til the de ferred retirement option period elapses or 
until the employe e discontinue s employment, whichever comes first. These acco unts bear interest from the date 
of the initial deposit for employee s who fulfill the provisions of their DROP contract. Failure to fulfill these 
provi sions, specifically to terminate employment at th e end of the maximum  period of participation on the 
DROP, ~ suits in the enforcement of co rtain penalty provisions, such as forfeiture of interest and disbursement of 
the balance of the DROP account to the me mber or to a qualifying pension plan. Five-year participation in the 
DROP after 25 ye ars of service is also a guaranteed benefit available to me mbe rs who tl~ sferred to/vIPERS. 
Because M PERS provides for only a three year DROP, CPERS gumantees  the balance of DROP participation, 
not to exceed the five ye ar maximum . Penalty provisions remain in place for these members as well. Due to 
legal require ments, the original CPERS Trus t DROP accounts me  m aintained separately from  Police Cmarantec  

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 an d the POT DROP accounts respectively as of December 31, 2003 were $102,710,360 an d 
$8,013,057. For December 31, 2002, the DROP ac counts for the CPERS an d PGT trusts totaled $97,863,471 
and $6,606,252 respectively. M embers maintaining accoun ts in the original CPERS Trust DROP and the PGT 
DROP respectively as of December 31, 2003 totaled  962 and 107. For Dec ember 31, 2002, 911 and 104 
me mbers maintained DROP ac coun ts in the two trusts respectively. 
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Contribution rates for each participating mnployer and its covered employees are established and may be 
amended by the Ke~ e~ -nt System 's Board of Tru stees, with approval by the M etropolitan Council of the City- 
Parish. The contrtT~utloa rates axe determined based on the benefit stmctm~ established by the Plan provisions. 
For both 2003 and 2002, Plan members contn'buted 8.0% of their annual covered salary. Participating employer1 
are required to contribute the ret~ i~in5 amounts ne cessary to finance the coverage of their employees through 
periodic cc~m'bufions at ac toasially determined rates. The City-Parish provides armual contributions to the Plan 
as required by the City-Parish Plan of Government. which requires that the ~  System  be funded on an 
actuax~ ly sound basis. 

Administrative COSTS of the Retirement System are financed through investment earnings. 

The Retirement System's fim ncial statements are prepared on the accrual basis of accounting. Contributions 
from  the pat'dcipating entities an d their employees are recognized as revenue when due, pmmmm  to ordinance 
requiren~nts, formal commitments, and statutory contractual requirements. Benefits and refunds are recognized 
when due and payable in accordance with the terms of the Plan. 

The preparation  of financial statements in conformity wi th accotmting principles generally accepted in the 
United States of Anmfica requites management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclo~m~ of con fiagcnt assets and liabilities at the date of the financial 
statements and the reported amounts of additions to and deductions from  plan net assets during the te!0orfing 
period. Actual results could differ from  those estimates. CPERS utilizes various invesUnent insU'uman ts which, 
by  nature, are exposed to a variety of risk levels and risk types, such as interest rate, ta~dit and ovenll market 
volatility. Due to the level of risk associated wi th certain invesmiem securities, it is reasonably possible that 
changes in the values of investment securities will occur in the near term and that such changes could materially 
affect the amounts repotted in the Statement of Plan Net Assets. 

authorizes the ~ t Board to have custody of, and invest the assets of the Pension Trust. As fiduciaries of 
the Pension  Trus~ the Board developed and adopted The Total Plan Statement of Investment Policies and 
Objectives, in which are set forth the guidelines for investing the Retirement System's assets. The document sets 
forth permis~'ble investments as follows: 
Equity Inveslments - common stocks, convertible bonds, prefencd stocks 
Fixed Income Investme~  - bonds, mortgages and tm rtgage-backed securities , asset-bac ked securities, 

cash-equivalent securities, money market funds, bank STIF and STEP funds, equity 
real estate (only under specific authorization) 
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Additionally, the Retirement System  may authorize an agent to participate in securities lcndin~  U-ansaetions on 
its behalf, in ve~ t in derivatives and reverse repurchase agreements are not specifically authorized under the 
Board's invesn~ent policy, however, in the case of commingled or mutual accounts, the prospectus or 
Declaration of Trust takes precedence over the investment policy. 

The secue i~ies  representing equity or  fixed income in any one company shall not exceed 5%  of ~he cost basis or 
7% of the fair value of an y manager's porffolin, however, the direct debt of the federal government shall not be 
restricted as a percentage of the portfolio. 

Inves tments are reported at fair value. Short-term investments are reported at cost, wldch approximates fair 
value. Securities traded on national or international exchan ges are valued at the last reported  sales price at 
current exchange rates. Investments that do not have an established market are reported at estimated fair value 
as de termined  by the Retirement System's investment consultant. 

No investments in any one organization represent 5% or more of the net assets available for  pension benefits. 
There are no inves tm ents in loans to, or leases with, parties re lated to the Pla~ Although the Board continued its 
contractual relationships wi th outside  third party investment managers during 2003, final oversight of 
investmon ts an d investment performance for both the CPERS Trust an d the PGT remains wi th the Board, 

Purchases and saies of investments are re co rded on a trade date basis. The Retirement Sys tem 's Statement of 
lnvesbnent Policies and Objectives pmin~bits the use of securities that use any form of leverage, or in which 
interest or  principai position  is tied  to any pe ohibited type of investment. 

Land and building ave carried at historical cost. Depreciation is computed on the sU'aight-line method over 5 to 
25 years. M inor equipment and furniture acquisitions are charged  to operations as capital outlays  in the period 
they are made . Depreciation expense for  the years ended December 31, 2003 and 2002 was $28,821 and 
$29,019 respectively. 

Be~nnin~ in 2002, the System authorized Bank One Trust Company, N. A. to act as agent in lending the 
System's actively managed securities to approved broker-dealers (borrowers) through a Securities Lending 
Agreement for Non-ERISA Acco an ts. The terms of the agreement require the borrowers to deliver collateral 
against each loan for no less than a.) 102% of the market value of the loaned securities if the loaned securities 
were not foreign securities, b.) 105% of the market value of the loaned  securities if the loaned securities were 
foreign securities, or c.) approved letters of credit. In the event of a failure or default on the part of a borrower, 
the agent contractually agrees to act in the best interest of the Sys tem in executing loan collateral securities on 
be half of the Sys tem. Durm~  2003, no defaults occurred. Both the System and the borrowers maintain the right 
to terminate securities len ding transactions . 
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Bank One managed the coHatand rote/red on the loans in a sepm~ta colistara] account for the System. The 
income generated from  the invested cash is allocated among the bank, the borrower, and the Syst~ n in 
accordance with the contract. At December 31, 2003, the System had no exposure to borrowers. The collateral 
held on that data was valued at $45,990,876 and the market value of the securities on loan was $44,792,673. 
This market value  was comprised of the following loan types and am ounts: SI5,358,915 Equity Cash, 
$5,557,961 Corporate Bond Cash, $621,798 ~ te Bond Tri-Party, $16,683,106 Government Cash, 
$237,750 Government Tri-Party, and $6,333,143 Government Letters of C'i"edit. 

The underlying secm'ities rep~  collateral on the securities lenOJng transaction s are not available for the 
System or  its agent to pledge or sell except in the case of a borrower default. Accordingly, neither the collateral 
nor the security involved  in the lendm~  transaction is reported in the Stateman t of Plan Net Assets, in accordance 
with  GASB 28, paragraph 7. 
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All investments of the Retirement Sys tem  are registered in the RetLron tent Sys tem's name, or  held by the 
custodian bank, Bank One, N.A., Baton Rouge, LA, or its intermediaries in the Reth~ment System's nam e. 

Bag ~nnl,~ the first week in Sanue ry 2003, the Sys tem  ~eued the practice of internally investing  avs/luble cash in 
repurchase agreements and began utilizing a Short Term Investment Fund (STIF) edml,ni~tared by the custodian 
bank, Bank One, N. A. Acc ordingly, an on inva sted  cash balances of CPERS and its full diseretion av/ 
investment managers a0re automatically swept by the custodian into the One Grmq~  Go vernment M oney M arket 
Fund, which invests in high-quality, short-tarm  securities issued or  guaranteed by the US 8overmnan t or  by US 
government agencies and insmxmentallties. Deposits in this fund are not insured by the FDIC. 

During 2002 ,the Retirement System ~  the policy that securities tmderlying its repurchase agreements 
must have a market dollar value of at least 102%  of the cost of the repurchase agreement. The Retirement 
Sys tem 's repurchase agreement at December 31, 2002 was fully co llutarallzed. 

At December 31, 2003, the carrying amount of the Retirement System's cash was $4,431,623 and the bank 
balanc~ was $4,571,114, of which $100,000 was covered by Federal Depository insurance. The remainder was 
co llutarallzed by securities held by  the Systam's agent, Bank One, N. A., Baton Rouge, Louisiana, in a custodial 
acc ount in the Retirem ent Sys tem 's nam e. At December 31, 2002, the carrying amount of the Retirement 
Sys tem's cash was $988,652 and the bank balance was S1,018,382, of which $100,000 was covered by Federal 
Depositor7 insurance and the remainder by securities held by the Sys tem 's agent, Bank One, N. A., Baton 
Rouge, Louisiana in a custodial acco unt in the Re tirement Sys tem 's name. 

The table on the following page provides information about the level of cred/t risk assumed by the Retirement 
System. Catagory 1 includes investments that are insured or registered or for which the securities are held by  the 
Retirement Sys tem  or its agent in the Sys tem's name. Catagory 2 includes uninsured and unregistered 
investments for which the securities are held by  the coun terpaW/'s trust department or age~ in the Re t;~e~ent 
Sys tem's name. Ca tegory 3 includes  uninsured and um~gistex~  investments for which the secm'ities are he ld by 
the counterparty or  by its trust department or agent, but not in the Retirement Sys~m's name. The table 
catagorizes the System's investments at December 31, 2003. 
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CPERS TRUST 
Categorized: 

CITY OF BATON ROUGE AND 
PARISH OF EAST BATON ROUGE 

EM PLOYEES' RETIREM ENT SYSTEM  

NOTES TO THE FINANCIAL STATEM ENTS 

U.S. Treasury Bonds 
Corporate Bonds 
U.S. Agency Bonds 
Co rporate Stocks 

Not Categorized: 

CATEGORY 
CATEGORY CATE GORY CATEGORY RATING NOT 

1 2 3 REQUIRED 

$22,061,173 
55,221,659 
50,713,275 
139,430,444 

C~ h Eq~ve l~nts 21,249,788 
(One GtU~  GOv't Money Mkt Fund) 
Corporate Stock 
Index Funds 

International Equity Fund 
Dom estic Bond 
Index Fund 

252,921,659 
141,900,085 

2003 FAIR 
VALUE 

$22,061,173 
55,221,659 
50,713,275 
139,430,444 

21,24~788 

252,921,659 
141,900,085 

Total CPERS Trust 
Investments $288,676,339 $- $- $529,488,212 $818,164,551 

Categorized: 

Not Categorized: 

Cash Equivalents $201,277 
(On e C~oup@ Gov't Money Mkt Fund) 
Corp orate Stock 
Index Funds -- 

In m -natiom l Equity Fund 
Domestic Bond  
Index Fund 

$- $201,277 

13,069,214 
4,621,425 

13,069,214 
4,621,425 

7,856,803 7,856,803 

Total PGT 
Investments $201,277 $-- $- $25,547,442 $25,748,719 

$288,877,616 $-- $-- $555,035,654 $843,913,270 

City-Parish Employees" Retirement @stem 39 
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At December 31, 2003, lit/gafic~ was still penalnS relative to a claim by a member for an ordinary disability 
benefit. At issue is the effe~ ve date of the commencement of the disability payments. The ult/mate 

outcome of the litigation xcmains unlmown at this time; however, the Rethement System has prevailed in the 
Court of Appeal, and the case has been remanded to ~  disuict court. The System's legal counsel has estimated 
the poss~lc ~  to be approximately $80,000. This amount is not reflected in the financial statements. 
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A~uarlal 
Valuation 
Date 

12/31/94 

12/31/95 

12/31/9 6 

12/31/9 7 

12/31/9 8 

12/31/99" 

12/31/00 

12/31101"* 

CITY OF BATON ROUGE AND 
PARISH OF EAST BATON ROUGE 

EM PLOYEES' RETIREM ENT SYSTEM  

REQUIRED SUPPLEME NTARY INFORMATIO~q UNDER GASB STATEMENT NO. 25 

Actuarial 
Value of 
Assets 

(a) 

$ 480,505,268 

$ 551,301,959 

$ 587,193,233 

Actuarial 
Accrued 
Liability Unfunded Funded 
(AAL) AAL Ratio 
Co) (b-a) (a/b) 

$ 657,162,178 $ 176,656,910 

$718,277,070 $ 166,975,111 

$ 773,936,127 $186,742,894 

$ 635,463,896 $ 811,977,242 $ 176,513,346 

$ 740,257,038 $ 875,075,687 $ 134,818,649 

$ 741,562,144 $ 809,012,654 $ 67,450,510 

$ 786,941,507 $ 855,994,379 

$ 813,977,773 $ 902,821,264 

$ 69,052,872 

$ 88,843,491 

12/31/02 $ 818,150,788 $ 947,726,617 $129,575,829 

12/31/03 $ 847,227,425 $ 985,671,695 $ 138,444,270 

73.1% 

76.8% 

75.9%  

78.3%  

84.6% 

91.7%  

91.9%  

90.2% 

86.3% 

86.0% 

$100,596,231 

$104,601,384 

$109,658,886 

$114,102,750 

$118,742,991 

$ 96,744,O86 

$ 99,510,155 

$102,793,456 

$101,339,785 

UAAL as a 
Percentage of 
Covered Payroll 
(('o-a)/~) 

175.6% 

159.6% 

170.3% 

154.7% 

113.5% 

69.7%  

69.4%  

86.4% 

127.9% 

130.3% 

*These results are adjusted to reflect the impact of the February 26, 2000 police transfers out to MPERS and the actuarial assumption 
changes adopted  by the Retkemen t B~ d. 

**These results reflect the impact of the change in Asset Valuation M ethod de'~-'n~oed in the Summary of Actuarial Assumptions and 

M ethods 
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RE QUIRED SUPPLEMENTARY INFORM ATION UNDER GASB STATEMENT NO. 25, CONTINUED 

12/31/95 

12/31/9 6 
12/31/97 
12/31/9 8 
12/31199 

12/31/00" 
12/31/01 
12/31/02"* 

12/31/03 

.Anmm| 
Reqelred 

Contn'bufion 

$17,845,851 
$17,773,028 
$19,510,792 
$17,967,514 
$15,658,856 
$11,240,695 
$13,708,997 
$ 16,110,422 

$18,044,235 

Percentage 
Contn'buted 

80.0%  

91.3% 
91.5%  
107.1%  

130.4% 
116.7% 
79.6%  
73.6%  

78.0%  

*These results are adjusted to reflect the impact of the February 26, 2000 pofice transfers out to MPERS and the actuarial assumption 
changes adopted by the Retirem ent Bua rd. 

**These results reflect the impact of the change in Asset Valuation M ethod desen'bed in the S, mmsry of Actuarial Assumptions end 
M ethods 

Note: Only nine years of data are available. 

12/31/00 
12/31/01 
12/31/02 
12/31/03 

Annual 

Contribution 

$0 
$0 
$0 
$0 

Note: Pofice Guarantee Trust was fully funded at inception effective February 26, 2000. 

Percentage  
Contributed 

- %  
- % 
--%  
..%  
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REQUIRED SUPI~LEM ENTARY INTORM ATION UNDER GASB STATEM ENT NO. 2$, CONTINUED 

NOTES TO THE SCHEDULES OF TREND INFORM ATION 

The information presented above was determined as part of the actuarial valuations at the date indicated. 
as of the latest actuarial valua tions is shown on this page and the foUowing page. 

Valua tion da te 

Vahlation m ethod 

Remaining am ortization period 

Asset valua tion method 

Actuarial assum ptions : 
Investm ent rate of return 
Projected  salary increases 
Aggregam payron growth 

* compounded annually and including inflation of 4% 

Entry Age Normal Actuarial Cost 
M ethod with Unfunded Actuarial 
Accruod  Liability 

Increasing 4%  per year for first 
15 years and level percent for 
next 15 years - closed. 

21 years 

M arket value as of January 1, 1996. 
Beginning January I, 1997, adjusted 
Market Value with 20% tmrealizod  gains (losses) 
t~cognized each year. Beg~nnin~ Jan uary 1, 2002, 
Expected Value M ethod, wi th 20% of investment 
gains or (losses) recognized each year. 

8.0% * 
4.0% * plus longevity/merit 
5.0% * 
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INFORM ATION UNDER GASB STATE M ENT NO. 25, CONTINUED 

NOTE S TO THE SCHEDULES OF TREND INFORM ATION - CONTINUED 

Valuation date 

Valuation method 

Amortization method 

Remaining amortization period 

Asset valuation method 

Actuarial as sump~ons: 
Invests'hi rate of return 
Projected salary increases 
A~gregate payroll gro wth 

* compounded anmmlly and including inflation of 4%  

Aggregate Actuarial Cost M ethod (Does not 
identify cr separately amortize unfunded actuarial 
liabilities) 

N/A 

N/A 

M arket value as of January 1, 2000 and Janmu'y 1, 
2001. Be~nnlns Janumy 1, 2002, adjusted 
M arket Value with 20%  of unrealized 

8.0% * 
4.0~ * plus longevity/merit 
N/A 



 



 



 

SCHEDULES OF ADM INISTRATIVE EXPENSES 
FOR THE YEAR S ENDED DECEM BER 31, 2003 AND 2002 

Salaries: 
Salaries-regular 
Other compen sstion-studen t labor 
Other compensation-auto allowance 
Related benefits 

Total salaries 

Travel and training expenses 

Police 2003 2002 
CPERS Guarantee Comblaed Combined 
Trust Trust Torsi Total 

$ 375,729 
17,934 
3,846 

149A91 

$ 93,932 
4,490 
973 

35.193 

$ 469,661 
22,424 
4,819 

184_384 

$ 446,198 
27,163 
4,819 

108.869 

Operating services: 
Dues and memberships 2,205 560 2,765 2,549 
Utilities 10,832 2,708 13,540 11,905 
Custodial and extermination 9,449 2,362 11,811 11,489 
Printing and binding 4,461 1,115 5,576 13,861 
Telephone 6,462 1,616 8,078 9,920 
Postage 10,933 2,733 13,666 13,980 
Insurance 9,090 2,272 11,362 9,307 
Rentals-offi en  equipment 15,784 3,946 19,730 19,835 
Repairs and malntenance-buildings 5,404 1,351 6,755 6,855 
Rep airs and m aintenan ce-offi ce equipment 7.388 1.847 9.235 5.312 

Total operating services 

Supplies 

Professional services: 
Accounting an d auditing 
Legal 
Actuarial 
Other professional 

Depreciation expense 

Capital outlay 

Other revenues 

Total administrative expen ses 

1oAoo 
73,110 
51,520 
'0S-141 

2,600 
9,990 
13,970 
26_2g~ 

13,000 
83,100 
65390 
131.426 

9,000 
100,516 
90,343 
121.409 



 

SCH]~DULES OF INVESTM ENT EXPENSES 
FOR THE YEARS ENDED DECEM BER 31, 2003 AND 2002 

Fixed income: 
U.S. Govenmzm t obli~u/om  
and oli~r bonds- Domest/~ 
Bonds-nam,x:ed IM ex Fund 

Equity secta~ es: 

Equi~ ~  - I:)ome~ c 
Equity securiti~  - Intem at/enal 

Total equity secm'it~  

Custod~m fees 

Advis~  fees 

Total in~  expenses 

$ ~ 2,1~  
~ .5~  

$ 
3.852 

2OO3 
Combined 

20@2 
Comlbined 
To~  

$ 3~ ,540 
66.751 

492,920 
700.132 

3,408 
2Z048 

496,t28 
722.180 

326,553 
644_330 



 

SCHEDULES OF PAYM ENTS TO CONSULTANTS 
FOR THE YEARS ENDED DECEM BER 31, 2003 AND 2002 

Pofiee 2OO2 
Cem bm ed 
Tot*l 

Accounting and Auditing $ 10,400 $ 2,600 $ 13,000 $ 9,000 
Auditors - 
Postlethwaite & Netterville 

Legal 73,1 I0 
Legal Counsel - 
Law Offi ces of Randy P. Zinna 

Of Special Counsel: 
Klausner & Kaufman, P.A. 

83,100 100,516 

Actuarial 51,520 13,970 65,490 90,343 
Actuary - 

Stanley, Holcomhe  & Associates, Inc. 

Other Professionals: 
M edi cal Exam iner - 
D. J. Scim eca, Jr., M .D 

Computer Consultant - 
Relationa l Systems Com ultmm  

Graphics and Editorial Consultant - 
JoAnne M cM ullen 

Cost Allocation Consultant- 
M AXI S, Inc. 

105,141 26,285 131,426 121,409 

A schedule of brokerage con m~ssions paid is shown on page 80 
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I. 

STATEM ENT OF INVESTM ENT POLICIES AND OBJECTIVES 

This document shall serve as the official policy 
rege rdin~  the investment practices of the Employees' 
Retirem ent System  of the City of Baton Rouge and 
Parish of East Batan  Rouge ("C'PERS"). The poficies 
in this document have been adopted by the Board of 
Trustees, who ha ve the fiduciary duty of overseeing 
the pension fund investments as well as a fiduciary 
responsibility to the M embers and Beneficiaries of 
CPERS and will prudently invest and manage 
re~  funds and impar~aily aclmini~ter benefits 
in a manner that demonstrates fiduciary 
responsibility, integrity and comrmlment to excellent 
service. The policies are not to be deviated from by 
any zespo~ le party without the written permission 
of the Board of Trustees. All previous CPERS 
objectives and policies are superseded by this 
domlment. Any revisions to this doonnent will be 
promptly supplied to th e appropriate parties in 
written format. 

The purpose of the Fund is to accumulate the 
financial reserves necessary to provide for the 
retirement or pensioning of the of~cers and members 
and the widows an d children of dece ased officers and 
members of CPERS. Given this purpose, the 
CPERS' liquidity requirem ent, and the source ,and 
predictability of conln'butions, the Board elects to 
assum e normal pension fund risk in pmsuing an  
investment program  or as otherwise specified  in  
accordance with  the provisions of Section IV . 
Permissible Investments. 

The Trustees, with help from the investment 
consultant, will use the Fund's asset allocation as the 
primary tool to achieve this goal, As this is a long- 
term projection and investments me subject to short- 
term volatility, the main investment review focus of 
the Trustees will be towards the Total Fund versus its 
abso lute an d relative targets, each asset segment's 
composite performance versus  appropriate market 
benchmarks, and each money manager's performance 
versus a specified  asset class style be nchmark and 
style peer con~arisons over relevan t time periods. 

Each m anager is expe cted to maintain a consistent 
philosophy and style, perform well versus  others 
utilizing the same style, an d add incremental value 
after costs. 

The benefit obligations of the Pension Plan must be  
met on a timely and regular basis. 

For at least the next five years, there is no expectation 
of need for significant liquidity from  the Fund's 
portfolio. 

The Fund shall be considered a total return fund, with 
appropriate recognition given to both current income  
and capital appreciation. Taxes shall not be a 
consideratiov~ As such, market value wi ll be the only 
relevant basis for investment value. 

In the long rim, ownership (equity investment) is a 
prudent investment vehicle for preservation of real 
values. The purpose of fixed incom e investm ents is 
to protect the principal and provide a measure of 
stability to the portfolio. 

As a long-te~m  fund wi th a eomminnan t to funding 
the fo il b~_efits of the  participants, cash flow 
considerations shall take precedence over th e liability 
stream  when considering overall asset allocation of 
fired assets. 

There are several parties a~dng as fiduciaries 
regarding the invesm tent progxam  for the Fund. This 
document will set out specifi c duties and 
responsibilities for the investment-related parties as 
they carry out their spe cific roles towards achieving 

the objectives of the Fund. 

The Board of Trustees ha s the fidu ciary respons~ility 
for  nmnng ing  the investment process. In fiflfilling  
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this responsibility, the Board will establish and 
maintain inveslment policies and objectives. W ithin 
this framework, the Board will have the ultimate 
respousibility and authority to select, monitor, and 
evaluate the investment consultant, investment 
managers, bank custodian, and other parties to ensure 
that actual results meat objectives. 

The Board establishes the Refiren~nt Investment 
Comm ittee and the Comm ittee elects the Chair of the 
Committee. The Committee makes 
recommendations to the Board on invesmlect actions 
inchiding~ but not lim ited to, the following topics: 

1. The investment Policy, Exhibits and/of  
Appendices 

2. Consulting Relationship(s) 
3. Investment Manager Relationship(s) 
4. The M aster Trtmte~ Cue todian Re~tinnship 
5. The Securities Lending Program  
6. The Asset Allocation Policy and M anager 
SUucUm~ 

8. Brokerage Policy 
9. Re-balancing Policy 
lO.Compliaue e Issues Policy 

The Committee meets prior to the regular meeting of 
the Board to address overall investment activities. 
Staff and Consultant(s) brief the Co n~nittee on any 
topics of issues pertinent to CPERS' investment 
operations, and make reconnnendafions to th e 
Com mittee for  appropriate courses of action. 
Generally, it is expected that the Committee wi ll 
review these issues and act on them  to: 

Accept them  as presented, or 
M odify the proposals in some  fashion, or 
Reject the proposals, smding the staff and 
consultant(s) "back to the drawing board", 
of 

Reject them in their entirety, or 
Take no action 

The Retirement Adm ires" trator is appo inted by and 

sen, es at the pleasure of the Board. The 
.Adml,i~trator is respous ~le for plarm!,~ organizing, 
and administering the opgl'atin~  of CPERS under 
broad policy guidance and direction from the Board. 
The Administrator, wi th as sistance of staff, monitors 
the performance of the investment portfolio; ensures 
that funds are invested in accordance wi th Board 
policies; comnamicates wi th  the Board, its Officers 
and Committee Chairs; studies, recommends and 
implements policy and operational procedtwes that 
will enhance the investment program of CPERS; and 
ees uresthat proper internal conlrols are developed to 
safeguard the assets of CPERS. In fulfilling these 
investment re spous ibflitles , the ~,dmlnlstrator 
rec eives input from  the Internal InvesUnent Staff and 
Co nsultant(s). 

The in ternal Investm ent Staff reports directly to  the 
Retirement Admlni~ tor and works c[ose ty with the 
external Investment Co nsultant(s) on a project- 
specific basis an d con ~pliaue e issue bas is. Once an 
item is identified as a con~pliance issue , Staff will 
proceed wi th the instructions as outlined on page 31, 
Board Policy Regarding Investment Co mpliance 
Issues. 

The Investment Consultanfs duty is to work wi th the 
Board to manage the investment process. This 
includes meeting regularly with the Board to provide 
perspective as to the Fund's goals, structure, and th e 
investment management team, as well as the pro~'ess 
being ma de in fulfilllnS each. The Consul tant will 
work wi th  the Board to develop and m ai~ in a 
properly diversified portfolio. The Consultant will 
also  furnish CPERS wi th the latest copy of 
Consultant's ADV on an ongoing basis as well as a 
copy of the Co nsultant's Certificate of Liability 
Insurance. 

Fund allocation  and performance will be regularly 
reviewed and recommendations will be  ma de as 
appropriate. The Co nsultant wi ll assist the Board in 
the area of investment numager selection, when 
needed, and will promptly inform the Board and 
discus s the impact of ma terial changes taking piece 
wi thin any current managers organization and/or 
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/"veslm ent process. W ithin this process, the 
Investment Consultant assumes fiduciary 
responsibility for advice given regarding the 
rasnasement of the investm ent process. Other areas 
in which the Consultant will provide broadly defined 
/"vesmmnt consulting services to CPERS in its f~ll- 
service relatiom hip are as outlined in Com uliant's 

It is the Board's po siti0o that it is imperative for the 
Consultant to have the independence and ability to 
inform the Board /- the event of a material finding 
concern related to CPERS'/-vestment activity, Any 
compliance issues referred to the aUemion of the 
Investment Consultant will be handled according to 
the policy as outlined on page 31, Board Policy 
Regarding/- vestment Comp liance Issues. HL 

The Investment M anagers are selected by, and serve 
at the pleasme of the Board and will construct and 
manage investment portfolios com istent with the 
/-vestment philosophy, disciplines and style which 
they were hired to implement as  specified  in this 
document, a copy of which is provided to each 
n~nager. They wi ll se lect specific securities, buy and 
sell such securities, and modify the as set mix 
consistent with  the /"vestment philosophy, 
disciplines and style, as  outlined  above. Discretion is 
delegated to the M anagers to carry out thes e 
/-vestment actions in accordance with the provisions 
as  stipulated under Permissible Investm ents and 
General Fixed Income and General Equity Portfollo 
Guidelines. Certain managers may also, at the 
direction of the Board, engage in a Securities 
Lending Program. M anagers will provide bo th 
monthly and ~ ly reports. They will also 
allocate brokerage commiss/"m  in accordance with 
Section XV and use only acceptable investr~ nt 
vehicles as de fined in this statem ent. CPERS does 
not prohibit the Investm ent M anagers fi'om  using sc R 
doUars. The Investment M anagers, however, are 
required to submit a querterly report indicating their 
use of an y so R dollars generated by the System's 
Iran sactiom . These reports should indicate bo th the 
amount of the so ft dollars generated, the brokerage 
firm(s) milized for this purpose, and the goods or 
services acquired. 

The Bank Custodian(s) is selected by , and serves at 
the pleasm~ of the Board. The Custodian will collect 
inco me and safe keep all cash and secor ities , and will 
regularly surmnarize these holdings for Trustees' and 
staffs review. In addition, a bank or  trust depository 
arrangement may be utilized upon request by CPERS 
if necessary to accept and bo ld cash flow lm or to 
allocating it to the /"vestment M anagers, and to 
/"ves t suc h cas h fully coliater~ z~  in 1/quid. 
interest-bearing ins fftm'lents. The Custodian ma y 
also, at the direction of the Board, engage in a 
Secmities Le nding Program. 

An investment fiduciary is defined as a person who 
exercises discretionary authority or  control in the 
/"vestm ent of the assets of CPERS or  who renders, 
for a fee, advice fvr CPERS, including, but not 
limited to, the members of the Board of Tru stees, the 
Retirement System  staff, the investm ent cons ultant, 
invesUnent managers and bank custodian. 

An /"vestment fiduciary shall discharge his or  her 
duties in the interest of the participants in CPERS and 
their beneficiaries and shall: 

Act with the same care. shi ll, prudence, and 
diligence under the ckcumstances then 
prevailing that a prudent person acting in a 
similar capacity and familiar with thOSe ma tters 
would use in the conduct of a similar 
wi th similar aims; 

2. Act wi th due regard for  the management. 
reputation and stability of the issuer and the 
character of th e particular investroc nts being 
co ns idered; 

3. M ake /"veslments for  the sole purpose of 
providing benefits to participants and 
parficipauts' beneficiaries, and of defin ying 
reasonable expenses of investing the assets of 
CPERS; and 

4. Give appropriate consideration to those facts and 
circumstances that the investm ent fiduciary 
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knows or should know are relevant to the 
particular investm ent or investment course of 
action involved, including the role which the 
investment or investment course of action plays 
in that portion of the invesuue nts for whi ch the 
investment fiduciary has raspo ns~ility. For 
purposes of this subdivision, "appropriate 
consideration" shall include, but is not 
necessarily limited to, a determination by the 
investment fiduciary that a particular investment 
or investm ent course of action  is reasonably 
de signed, as part of the investments of CPERS, 
to further the purposes of CPERS, taking into 
consideration the preservation of long-term  
principal of the Trust Fund, risk of loss and the 
opportunity for gain or other remm  associated 
with the investment or investment course of 
action; and consideration of the following factors 
as  they relate to  the investment or investm ent  
course of action: 

(a) the diversification of the invesmsents of 
CPERS; 

Co) the fiquidity and current return of the 
inve slm ent of CPERS relative to the 
an ticipated cash flow requirements of 
CPERS; and 

(c) the projected remm of the investments of 
CPERS relative to the funding objectives 
of CTERS. 

Listed below are the investm ent vehi cles specifically 
permitted ca]trently under this Statement of 
Investment Policies and Objectives. They are 
categorized as equity or fixed inco me  to indicate how 
they are classified for purposes of the asset-mix 
guidelines in a subsequent se ction. Unless given 
authorization in writing  to participate in the restricted 
investm en ts in paragraph 12, m anagers are allowed to 
invest only in the security types listed below for the 
asset class for  which they have been hired. 

]~ouities 

~ Common Stocks 

~ Convertible Bonds 
~ Prefetsed Stocks 

Fixed Inen rae 

~ Bonds 
~ M ortgages and M ortgage-Backed Securities 
~ Asset-Backed Securities 
~ Cas h-Equivalent Securities 
~ M oney M arket Funds, Bank STIF and STEP 

Funds 

1. The above assets can be  held in comminsled 
(mutual) funds as well as privately managed 
separate accounts. If held in a commingled 
account or mu tual fund, the prospectus or 
Decleration of Trust takes precedence over this 
document. 

2. Private placement bonds are not pelm itted. 
144(a) fixed income securities are allowable, 
limited in total to 5% of the manager's portfolio 
at market. 

3. In vestm ents m ay not be made  in any investm ent 
that is prohibited by the Internal Revenue 
Service, the Department of Labor or  statutory 
restrictions. 

4. For  purpose s of definition, cash equivalent 
sec urities are any fixed income investment with 
less than one year to maturity with ratings by 
M on dy's and S&P of A or be tter. 

5. The securities rep~senti~  equity of any one 
company shall not exceed 5%  of the cost bas is or 
7%  of ~  m arket value of any manager's 
po rtfolio. Fixed  income  se curities 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 as set-backed se curities, 
non-agency mortgage-backed securities 
(including commercial mortgage-backed 
securities) and taxable municipals. The total 
ho ldings of an agen cy-issued mo rtgage-backed 
security of the same coupon and ma turity series 
of the same agen cy shaft not exceed 10% of the 
manager's po rtfolio at cost (agency-issued  
mortgage-backed securities to include GNMA's). 



The direct debt of the federal government 
(treasm'y bonds, bilh and notes) shall not be 
restricted as a percentage of the portfolio. 

6. The fund will be invested in a manner consistent 
with all appllcable local and State laws. 

7. International equity m anagers may invest in 
depository receipts as long as the underlying 
secmity b permissible within these guidelln~ 
and the investment does not expose the Fund to 
any greater risk than the risk from holding the 
underlying security. Dom estic equity managers 
are allowed to invest in dollar-denomlnated, SEC 
registered stock of forvign domiciled companies 
waded on the NYSE, AM EX, or OTC nutrkets. 
Concentration restrictions for the above 
securities a~e the same as for any other security 

8. Yankee bonds are permissible investments and 
are defined as tradin8 like any other U.S. 
domestic bond, pay intelcst semianmmlly, are 
SEC registered and are not to be confused with 
Em'odollar bonds that are issued outside the 
United States, issued in unregistered, or beaver, 
form and carry annual coupons. Yankee issues 
are subjected to the same percentage restrictions 
as outlined in paragraph 5 under Permissible 
Investments. 

9. TBA'S. Used only ff consistent with CPERS' 
investment objectives and strategies, do not 
involve leverage or a change to CPERS' risk 
profile and mast comply with all applicable 
regulatory securities laws and the SEC. Ratinss 
on all collateral or backing positions must be at a 
minlmam  rated A by both M oody's and S&.P. 
M anager will provide CPERS with a report of 
the TBA positions at month-end listing the Long 
TBA positions and the underlying assets and the 
TBA sales showing the M ortgage Pools bacldng 
the short TBA positions. 

10. Dollar Rolls (for proposes of defmring 
settlement dates of TBA pools ("mortgage rolls") 
or raising cash to cove~ settlem ents obligations 
(Treasury mils)). Dollar rolls will be used only ff 
consistent with CPERS' investment objectives 
and strategies, do not involve leverage or a 
change to CPERS' risk profile and nmst comply 

with all appficable regulatory securities laws and 
the SEC. 

11. Fixed incom e portfolio managers are expected to 
em ure that funds are available to cov~  these 
obligations as they are due and that "overdrafts" 
of the accounts under their responsibiliW shall 
not be incmm i as a result of "dollar roll 
sWategies". In the event of an "overdraft ' on the 
part of the manager (either as a result of'dollar 
rolls" or from any other investment activity), 
the manager shall provide to CPERS in writing 
an exphmation of the circumstances sum mndiug 
the "overdraft". In the event that the "overdraft" 
is due to an error on the lmrt of the manageL ~e 
manager shall be respons~le fez rm t-i,~. CPERS 
or the Trust whole in the event of any cha~ges or 
cost inctm ed as a result of the "ovc~'drai~ . 

12. The following investment vehicles are restricted 
unless specific permission is granted by the 
Bored in writing. A requ~a--t for permission to 
participate in any of the following vehicles will 
outline the pmpose of the vehicle strategy, 
jusf6cation for the use of the vehlc/e, 
c~scripu'on of the risks inherent in the strategy 
and how the vehicle will be numaged. Risks are 
to include pricing risk, liquidity risk, legal risk, 
credit risk and any other risks applicable to file 
strategy. Because leverage is pro hibited by 
Poficy c~ suaint~ any rcquests to participate in 
any of the inveslment vehicles will addr--~  any 
form of leverage if appl/cable: 

Below Inveslm ent Grade Securities 
Non-Dollar Denominated Securit/cs 
Fo~ gn Cm~ ncy Exchange Transactions 
Optiom  and Options on Futures 
Con~ d Options 
Companion Bonds (Includes Super PO) 
Em'odollar Bonds 
Eum bonds 
Eum -M edium  Term Notes 
H oaters, Super Floaters, Inverse Floaters 
Futures ConUacts (except for porffofios 
governed by Declarations of Trust) 
Forward ConUacts 
Forward Rate Agreem ents 
Equity Real Estate 
Reverse Repurchase Agreements 
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Swap Transactions 
Loan Participations and Assignments 
Redeemable Securities 
CMO Accruals (Z-Trancbe ) 
Paym ent-in-kind Bonds 
Indexed Securities 
Structured M edimn Term Notes 
Interest Rate Caps 
Interest Rate Floors 
Interest Rate Collars 
In teres t Rate Corridors 
Emerging M arkets Securities not held in the LB 
Aggregate In dex 
Warrants (Restricted for those warrants that are 
not attached to securities authorized for  

In the event that oth er types of securities having 
risk characteristics or similarities m those listed 
in paragraph 12 above are developed, the 
manager will inform the Board of those 
securities and they will be  added to the list 
thereby requiring written permission by the 
Board prior to any participation. 

13. Type HI PACs, TACs, Accretion-Directed 
Classes (AD) Bonds or VADMs collateralized 
mortga ge obligations (CM OS), Ren~cs, interest 
only (I/O), and principal only (P/O) securities in 
aggregate will be limited to no mo re than 20e of 
the bIBS weighting in the manager's applicable 
benchnmrk with  0~/0 in Z-Uanche holdings. In  
the event other types of mortgage-related 
securities that have risk characteristics similar to 
those in ~b~s category are de veloped, the manager 
wlil inform  the Board of those se curities and 
they will be included in these limitations . 

14. Participation in TRAINS shall be  linfited to no 
m ore than 2.5%  of the po rtfofio at cost. If the 
TRAIN is a 144A, it shall fall wi thin the total 
percentage limitations allowed for 144a 
securities. 

15. Any losses in principal in a CPERS' portfolio as 
a result of a manager having to liquidate any 
non-approved invesUnents that are purchased for 
the portfolio wi ll be borne by the numager . 

G~IDELINE~ 

Elifible Holdin~  

The portfolio will be  invested exclusively in publicly 
traded fixed income securities, as descn'bed on Page 
8 under "Permissthle InvesUnenta'. Securities are 
not allowed that use any form  of leverage or  as 
addressed under Section IV, Paragraph 12. For  policy 
compliance purposes, leverage can also be  declared 
as the value of long-term  assets or  po sitions  an 
account has over and above the portfolio's net as set 
value. 

The diversification of the fixed incom e secm ities  
held in the po rtfofio among sectors and issuers is the 
responsibility of the In vestment M anager. No single 
company's se curities shah represent m ore than 2.5%  
of the cost basis or 3% of the market value  of any 
manager's porffofio, or as specified in th e Por tfofio 
Quality paragraph relative  to credit issue ratings. 
(This does not apply to obligations of the U.S. 
Government or its agencies as  defined in item  5 
under Permissible Investments). 

144(a) securities in total shall be limited to no mo re 
than 5% of the market value of any m..agor's 
portfolio. 

Fixed income  se curities shall not be  rated less than 
Baa3 or its equivalent by a nationally-recognized 
rating agency (S&P or Moody's) unless specific 
permission is granted to a m~mager. Individual issues 
rated AAA to AA3 and its equivalent by S&P or 
Mno dy's may have a 2.5% position at cost and 3% at 
market value. In dividual issues rated below AA3 or 
its equivalent by S&P or Moody's may have a 1.5% 
position at cost or 2% at market value. Individual 
issues rated BBB or its equivalent by S&P or 
M no dy's may ha ve a 1%  position at marke t value. 
Split-rated securities in which one rating is be low 
investment grade shall not comprise mo re than 3% of 
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the m arket value in total for AAA to AA3 or its 
equivalent, 2% for issues rated below AA3 to BBB+ 
or its equivalent and 1%  for issues rated BBB or its 
equival~ t of ally mannser's portfolio unless specific 
authority has been granted. The rm~ngs issue does not 
apply to direct obligations of the U.S. Government 
and its agencies (as defined in item 5 under 
Permiss~le InvesUnents). 

If specific managers are given international 
flem'bility, the sam e quality re,fictions apply. 

M oney market insm nnen~ shall have a m lnirm~m  
quality rating comparable to an A- bond rating and 
commercial paper shall be rated A 1/PI unless held in 
a diversified short-term cornmin~led fund. 

Unless specific authority has been granted, in the 
event of a bond's downgrade below BAA- 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 the way it deems 
m ost pru dent for the Fund in the long tm'm. 

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: 

~ The total return of the fixed incom e segment of 
the fired should nmk above median performance 
in a universe of ~ nased fixed incom e 
portfolios. 

~ The total return of the fixed income composite 
should exceed, after fees, the return of the 
Lehman Brothers Aggregate Bond Index. VI. 

~ Passive fixed income invesU~ent products are 
expected to equal the return of the underlying 
index gross of fees. 

The term "equity" real estate refers to the direct 
ownership of tangfole inoperties as compared to a 
m0rtgaSe loa~ W hile equity is in the asset clau tide, 
the equity real estate portic~ of the fm~ shall be 
considered a fixed income instrument for broad asset 
allocation proposes becam e its primary 
characteris~cs of stable cash flows as the primary 
return component, low volatility, and low correlation 
to the other major asset classes are substantially more 
like fixed income than equity. The portion of the 
fund invested in equity real estate shall be held in 
~o-~ -~ 1 fund(s). As such, the prospectus or 
Declaration of Trust govern ing the fund must 
supersede any document such as this Poficy. The 
Board shall employ real eslate managers whose 
investment style, diversification targets, and risk 
posture as desc~'bed in their prospectus c~ 
Declaration of Trust shall closely approximate those 
of CTERS. 

Primary emphasis is to be placed on relative rates of 
reUn~ Over a market cycle (usually 3-5 years), the 
foIlowhlg are the perfc~nance expecta~ons for the 
portfolio: 

~ The total tetm'n of the equity xeal estate pordc~ 
of the fund should rank above median 
performance in a universe of managed equity 
real estate portfo]ic~s. 

~ The total t~ urn of the equity real estate 
composite should exceed, after fees, the m um  of 
the NCREIF Property Index. 

The portfolios will be invested in publicly naded 
marketable securities. Restricted or letter stock etc., 
is not permitted. 
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The diversifica tion  of the equity securities held in the 
portfolio among sectors and issuers is the 
rnspons~ility of the investment manager. No single 
Company's securities shall represent more than 5% of 
the cost basis or 7% of the market value of any 
manage s portfolio. 

The most important feature any individual manager 
brings to a m ulti-manager  po rtfolio is style 
adherence. Quarterly, fundamental portfolio 
charact~ istics and styk bcnc]m~ k coroparisu na  will 
be monitored for adherence to a manager's identified 
style. 

Prinm~  emphasis is to be placed  on relative rates of 
return after fees. Over a market cycle (usually 3-5 
years), the following are the performance 
expectations for each po rtfolio: 

~ The total remm  of the do ncstic equity segmen t 
of the total fund should rank above median in a 
universe of equity style peers. 

~ The total return of the domestic equity composite 
should exceed, after fees, the total return of the 
Russell 3000 Index and rank above median in a 
universe of equity style peers. 

~ Passive invesm3an t vehicles are expected to 
match the re turn of their re spective benchmarks 
gross of fees. 

The duties and respo nsibilities of each investment 
m anager appointed to manage the Fund's assets are: 

M anaging the assets in acco rdance with the 
statutory requirements, policy guidelines, and 
objectives expressed herein. No deviation is 

permitted unless the ability to do so is given in a 
seper ate written agreem ent. 

~ Promp tly informing the Board regarding all 
significant ma tters pe rtaining to the investment 
of the as sets. The Board should be kept apprised 
of major changes in investment strategy, 
portfolio structure, market value of the as sets, 
an d other ma tters affecting the investment of the 
assets. The Board should also be  informed 
promptly of an y significant changes in the 
ownership, affdiation, organizational sb~ ture, 
financial condition, professional personnel 
staffi n~  of the invesUnent management 
es gan izatinn, vinlation of any of the 
in this document, or an y pc~ling investigation 
of the firm by the SEC or  any other regulatory 
an thofity related to its performance  of duties as 
an  in vestment M anager. 

~ lui~ating wriUen conmmuicetion with the Board 
whenever the invesmlon t manager be lieves that 
this Statem em  of Invesim ent Policies and 
Objectives should be altered. No deviation from 
guidelines and objectives shall occur prior to 
receivm~  written permission from the Board. 

~ Eac h invesUue m m anager is hereby authorized  
and empowered to  vote proxies , said voting to he  
performed in good faith  and for the exclusive 
benefit of CPERS participants and beneficiaries. 

~ Each investment manager shall keep ac curate 
records as to the voting of proxies and shall 
provide inform ation from such records to the 
Board upon request of the Board. Each 
investment manager shall annually report to the 
Board in writing as  to actions taken with  regard 
to proxy voting issues. 

~ CPERS has identified specific conn rdse ion 
targets that it co nsiders its eq uity managers 
should strive to achieve as part of their efforts to 
prudently manage trading costs. It is each 
manager's responsibility to meet or exceed the 
conan ission  reduction targets or to provide an  
annual letter explAini-g why it was not in 
CPERS' best interes ts to ac hieve these targets. 
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Furnish CPERS with a current co py of the 
approved M anager's ADV annually to concur 
with filing date. 

Furn ish Insurance Certificate of Liability 
Insmance listing the Employees' Retirement 
System  of the City of Baten  Rouge and Parish of 
East Bama Rouge as Certifi cate Holder. 

M anager will 
ccrfific~te is 
whatso cvcr, 

nolify CPERS 
cancelled for 

if insurance 

any reason 

Furnish CPERS with a current copy of the 
manager's applicable SAS 70 c~ SAS 73 Report. 

Furnish CPERS with their respective Quarterly 
Questionnaire within three weeks after the end of 
the quarter with a copy to Summit Strategies 
Group. 

Both relative and absolute results will be considered 
in the evaluation of the total Fund's performance. 
The following are the performance expectations for 
the Fund: 

The Fund's total reUu'n after fees should ~  the 
retm~ of an ;ndex composed of a mix of asset 

class benchmarks in propo rlien s set out in Section X 
I. 

The time period for this objective is one market cycle 
(usually 3-5 years). 

Asset allocation is the most important decision made 
by a pension fund, generally acco unting for 
approximately 90 percent of the variability of a 
fund's investment performance. The second most 
important decision is that of manager selectio~ 
which is thought to be approximately 10 to 15 
percent of the vana" bility of total fired performan~ . A 
great deal of effort goes into the so lection of 

Investment M anagers that constitute a fund's 
n~nAser s~ucture. M anager retention decisions have 
the same potential impact on reuwos as does the 
initial selecti~m of the nmn~  end should be 
afforded the same degree of attention. 
On a timely basis, but not less than annually, the 
Board will ~ view ectual investm ent results achieved 

~ The investm ent managers performed in 
accordance with the policy guidelines set forth 
herein. 

m g~ s decision-tm ld~  process temaim  
~~ sistent with the style and methodology 
represented by the manager. 

~ The investment manager performs satisfactorily 
when compared with: 

-  the objectives stated herein, as a primary 
consideratio~t, 

~ Investment M anager proxy voting procedures 
and proxy voting records ate in compliance with 
specific proxy voting directives as issued by the 
Board from  tim e to tim e. 

q, Commlsqions generated, commission rates 
charged and firms used by the money manasers 
are in compliance with  specific directives 
regarding comm~ ion cost management. 

Also, at least annually, the Board will formally 
review this Statem ent of Investment Policies and 
Objectives to determine whcthe~ it continues to be 
appropriate in light of the Board's investment 
philosophy and objectives, and changes in the capital 
markets and/or Fund structure. 

As part of the Evaluation and Review process and in 
accordance with the responsibilities of the Board of 
Trustees, st least annually the Board will evaluate 
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and re view the Investment Consultant and Bank 
Custodian. 

The Boar d may select an agent to lend the financial 
securities of the fund. Any /ocome gained fl~-ong h 
the lending program  will be deposited monthly in a 
specified account and invested in shod-term  
instruments until allocated by the Board. 

The agent may lend an y eligible securities, such as 
U.S. and non-U.S, equities, corporate bonds, and U.S. 
and non-U.S, government securities. The agent shall 
have full disc~ ion over the selection of borrowers 
and shah continually review credit worthines s of 
po~ntinl bo rrowers through adequate analysis of all 
material provided to ther~ 

All loans shall be  fully collateralized  with cash, 
8ovemm ent se curities, or incvocable bank letters of 
credit. Collateralization of such loans shall be 102% 
domestic/105%  inten tional of the m arket value of 
the loaned securities plus accrued  incom e for U.S. 
and non-U.S, loans, respectively. Such 
collateralization procedures should be m arked-to- 
m arket daily. 

The securities lending program  shall in no way 
inhibit the trading activities of the investment 
m anager s of CPERS. 

The securities lending agent has developed internal 
guidelines for the investment of cash collateral. The 
Board has reviewed  these guide lines and incorporates 
them as the CPERS Investment Policy on Securities 
Lending Cash Collateral. A copy of the agent's cash 
collateral Investment Policy shall be scot to the Fund 
at least annually or an y time there is a ma terial 
change made to the docum ent. 

XI. ASSET ALLOCATION &  RE- 
BALANCING GUIDELINES 

The Trustees believe that the level of risk as sumed in 
the Fund is a function, in ha ge part, of the Fund's 
asset allocation. The proportion  of assets alloc ated 
for equity investments is the m ost important 
detemmumt of volatility of future returns. As 
indicated by long-term historical data, the risk of 
equity ownership has been rewarded wi th a high er 
rate of return. 

Based on its determination of the appropriate risk 
posture for the Fund and its long-term  
expectalions, the Board and investm ent consultant 
have established the following asset mix guide lines 
for the Fun d: 

Asset Class 
Equity lnvcsm~ent 
Fixed Mcome h~ve~traent 

Ftmd Guidelines 
65% 
35% 

The Board, in conjunction wi th advice from the 
investment consultant, is responsible for broad asset 
alloc ation decisions. A m an~ser's cas h can disrupt 
this position~ Therefore, each equity manager's 
portfolio is to be fully invested at all times, although  
cash may be  held briefly when a security is sold prior 
to deciding which new security should be  purchased. 
In no case shall cash comprise more than five (5) 
percent of the portfolio wi thout prior written approval 
of the Board. ~  directive is consistvnt with the 
Board's decision  to have managers avoid market- 
timing decisions. Fixed income  managers are exempt 
from  this be cause of the use of "barbell" strategies in 
constructing a fixed  incom e portfolio. However, 
each fixed  income manager ac cepts th e Board's 
intention to avoid market timing and aclm owled ges 
that total po rtfolio perfommnce (including cash) shall 
be corntmred to established performance objectives. 

The Board has established its strategic asset 
allocation mix an d believes it prudently po sitions the 
assets of CPERS so as to achieve its long-term goa l 
of providing established be nefits to the participants at 
a reasonable cost to the employer. M arke t 
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movements will result in a portfolio that differs fl~m  
this strategic mix. The desire to rm l-t-i, this 
constant slrategic m~x m~Jst be balanced with the very 
~ tl cost of portfolio re-balancing. Therefore, a range 
has been set fvr the actual asset allocation of CPERS' 
assets to allow for the fluctuations that ate inherent in 
marketable securities. Once market movement has 
moved the actual allocation outside these ranges, the 
Board has authorized staff and consultant to 
rebalance the portfofio back to its long-term stratesic 
asset allocation target M arket Values for the close 
on the n/nth business day prie~ to month-end will be 
ascertained on the eighth business day prior to 
month-end and will be used to de'~ .~ne if a re- 
balancing is necessary. If a t~-balancing is necessary, 
the re-balancing process shall be completed by the 
first of the m onth following the valuatimL W hen 
these broad targem are vebalanced, the Board will 
also use this opportunity to rebalance among 
portfolios within ester classes (large cap, smelt cap, 
and international equities, for examplc). The target 
allocations and re-balancing u'igger percentages are: 

~  HiEh Trivet 
Common Stocks 60% 65% 70% 
Fixed Income 30% 35~ ~ e/, 

It is the reslmnsibility of the custodian to calculate 
market value based asset allocation rang es and report 
these to staff and consulUmt monthly. 

W ithin the broad defln/tion of equlties and 
fixed income for allocation purposes, the 
Trustees with advice from  the consultant, 
believe it is pru dent to diversify within asset 
classes. The ~ 'a-asset class categories and 
their proportion of the total asset class 
allocation shall be: 

Eouifies: Fixed Incorlg: 
large Cap Domestic 50% cash 0% 
Slm ll Cap Domestic 25% Core Fixed I~comc 100% 
lnte~ orml 25% Long Tewn Bonds 0% 

Equity Real Esttte 0% 

~ W hile the Trustees, with advice from the consultant, 
bcllcvc that diversification is prudent, they also 

believe that over-diversification is detrimental to 
CPERS. Therefore, the Trustees shall not consider 
~m  asset segment for inclusion in the portfolio that 
does not warrant a 5% allocation of the total fund. 
Addi~onally, the Trustees will consider using one 
specialist per asset segnznt for implementation. 

Rc-balanclng will take place ff the broad asset class 
trigger per~n~ges have been R.ached by the eighth 
business day prior to month-end using the market 
values as of the close of business o~ the ninth day 
prior to month-end. 

ASSET CLASS SECTOR & INDIVIDUAL 
M ANAGER PERFORM ANCE EXPECTATIONS 

~ The long-term objective for each fixed income 
managez is to add value after f~ s to a specified 
broad nmrket benchmm'k. The broad mark~ 
bendum rk for the fixed income composite is: 

CPERS Fixed Lehnmn 
Income Composite Agsregate Band 

Index 

~ h is recognized that different maturity ran~ ges and 
sectors within the broad mm'ket categories go in 
and out of favor. Therefore, short-term  
e~amlnation of each manaser's perf~  will 
focus on style adherence, dm'afion, peer 
compadsons, and style benchnatrks. The 
following are the references the Board will use 
on a quarter-by-quarter basis to m onitor each 

Style Peer Smm ]e Style Benchmark 
Discretionary Core Core C~ e Customized Index 
Passive htde~ Core Core Ldum n A88resate 
Discfetiom~ Ceve Plus Core Plus Corn Plus ~  Universal 
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s The customized index created for Discretionary 
Core shall be: 

5o% Lehman Brothers Credit/ndex 
30~ Lehman Brothers Mocqpqge-Backed 
20% Lehman Brothers Government Bond Index 

The long-term objective for each equity real estate 
manager is to add value after expenses to a broad 
mark~ benchmark. The benchnmrk for coraperison 
purposes shall be: 

M ena~er Stvin Peer Samvlf Style Benchmark 
Equity R~  Eqmty Real NCREIF 
Estate Estate Property Index 

~ Th e long-term objective for each active equity 
man~ er is to add value after expenses to a broad 
m arket benchm ark. Th e broad benchmarks are 
as follows: 

Lar~ Cap Domestic F~tuity 
Msna~ s 

Mid/Small Cap Domestic 
Equity Managen 

international Eq uity 
M anagers 

Passive investment products 
ma~h the duration of 

M arket Benchmark 

S&P 5O0 

Russell M id Cap 
Value 

M SC[ EAFE 

Russell 3000 

arc expected to 
their respective 

It is recognized that styles within broad n'Bxket 
categories move in and out of favor. Therefore, 
short-term examination of each manager's 
performance will focus on style adherence, style 
peer comparisons, and style benclm~A s. The 
following are the references the Board will use 
on a quarter-by-quarter basis to monitor each 

Mm~aaeT ~  Peel SmTml~ Style Benchmark 
EquiWbldcxPlus Core Core S&P 500 

M~ma2er Stvin Peer Sanmin S~  
Value Mid Cap M id Cap Russell Mid Cap 

Value Value Value 
Growth Mid C~p M id Cap 

Growth ~ ewth 

Intermdlosal 

Russell Mid Cap 
Growth 

St'Zlf,. Peer Sanmin Stvin Benchmark 
Intematiovml Intem aticctal M SCI EAF 
Growth Growth (non-hedged) 
International M SCI EAFE Value 
Value (nonhedsed) 

Currency management/s at the discretion of the 
m anager . 

INTERNAL CASH M ANAGEM ENT 
INVESTM ENT GUIDELINES 

Internal staff manages the daily cash balances of 
CPERS. Using the projected cash balance software 
of the custodian bank, the daily amount of cas h 
available for inves Unent by CPERS is identified. The 
cash of CPERS includes the specified short-term 
account set up to serve as a disbursing account for 
benefits and expense payments as  well as the un- 
invested funds of the investment managers. These 
cash balances are to be invested fully by staff on a 
daily basis wi thin the following policy guidelines: 

~ The daily cash balances are to be  invested in 
overnight Repurchase Agreements (Repo) from 
primary dealecs wi th the following 
characteristics: 

* Only direct U.S. government debt of I0 
years or less will be accepted as  collateral. 
Zero coupon govermnont sec urities shall be 
restricted  to a maturity of 5 years or less. 
W hen collateral is fight in the market, direct 
U.S. government de bt of 10 years or more 
can be  substituted with the approval of 
authorized  staff; 
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A m ininmm of 102% of the dollar valno  of 
the loan shall be pledged as collateral by the 
bon'owing entity. The pricing soor cc of tbe  
collateral shall be agreed upon by both 
parties in advance; 

~ The custodian bank shall accept physical 
delivery of the colha.ral each day;, 

~ At least three competitive bi&  shall be 
obminod  from seporme brokerage firms for 
each bmmuc fion and staff will award the 

~ M aster Repo Ageements are required to be 
executed with all brokerage firms engaging 
in Repo  activity. 

In the event there is an extended ab sence of internal 
su~ ban dl~  the Repo ac~vity, the cmustisn WI ll be 
notified in writing at least three business days in 
advance by the ~dm/ni~rator  to /n/tiate the "Sweep 
Account" function with the funds as outlined above, 
which are to be invested in the custodian's pre- 
approved money market fund. The specific 
market fon d shall be pre-appmved by the Relirement 
Board of Trm tees. 

The Board, at its discretion, may identify a brokerage 
firm or firms to receive consideration  from  CPERS' 
manager~ when it is viewed to be in the best interest 
of the beneficiaries. This will be officially acted 
upon by the Board and this directive will be 
comnumicated officially to all investment firms by 
the fund. In the absence of such official recognition 
and documentation, mmmge~s and potential managers 
shaft disregard any individual or firm which claims to 
speak for  the Board, have influence with the Board, 
or in any way h~ r that association  with the 
individual or firm has impact on the Board or  its 
decisions. In fitct, dealings, as they regard CPERS 
with such an individual or firm by an y of CPERS' 
current or prospective inves/ment professionals 
wi thout first notifying the Retirement #~mlnlstmtor 
is considered material by the Board wi th significant 
negative implications. 

W ith regard to m msaction expense, each r~ nn~er 
recu gn~ s commissions as an asset of CPERS and 
accepts same fiduciary respons ibih'ty for managing 
commissions  that exist for  the rrmM ge man t of all 
assets under thek authority. The Board also 
recognizes that ~an saction  expense includes both 
commissiom  and execution costs, and charge s the 
r~ M ge r with the opthn~ tiou  of both for the lowest 
poss~le tran .mction cost, The Board encourages the 
equity 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 conm lumt shah report on 
comm/~ion  levels quarterly, an d failure to achieve 
these cormnission levels in a given quarter must be 
accompanied by a letter of explanation  to the Board. 
If at any time a rrmna$or feels compliance wi th this 
policy is adversely affecti~  the manager, said 
mam ge r has the respo ns~ility to immediately notify 
the Board of the concern(s). 

CPERS may enter into perfom mne e based fees wi th 
specific rca m gem. W hile each specific contract will 
be the ultimate authority regarding the actual 
arrangem ent, the followi ng factors will be  consistent 
in an y arrangement CPERS enters into: 

Base Fee: A base fee will be  paid quarterly to the 
manag~ regardless of~ forn~z~  outcome. 

Perfom muc e Sharing Fom mla: A percentage of the 
manager*s net out-performance (base fee subtracted) 
over the predetermined benchmark for the 
determined period will be paid when applicable. 
W hatever the dollar amount calculated by the 
formula, the fund will pa y the quarterly eqm valent, or  
one-fourth, of this amount. 

Fee  Ceiling: There wi ll be a performance fee  ceiling 
expre-~ed in basis points which will not be  exceeded 
regardless of performance. 

Time Horizon: Each contract will specify a roll~  
time period  for which the anmmlizod  returns of both 
the total po rffollo and tbe  benchmark will serve as the 
basis for  the perforrm nce calculation. 
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The custodian bank will price the portfolio and will 
be the basis for the consulien fs calculation of the 
specific portfo lio's performance. The publisher of the 
benchmark will determine the performance of the 
benchm ark. In the event that the manager has a 
dispute with the custodian's pricing, be /she will 
express the discrepancy in wr/fing to both the 
custodian and the consultant. The consultant will be 
the arbiter and it is the consultant's decision that wi ll 
resolve such disputes. 

CORE PLUS FIXED INCO M E M ANAGER 
GUIDELINES 

Core Plus Fixed Income M anager has been given 
sp~ itic legal authority by the Board in writing to 

denominated debt insU-um ents. All fixed income 
,~estrictlou s regarding investment grade doUar- 
denominated debt listed throughout this document 
apply to this portion of th e Co re Plus Fixed  Income 
M anager's portfol/o as well. 

Specific to the be low investment grade  po rtion of th e 
po rtfolio, the following resUictlou s apply:. 

* No m ore turn 15%  of the market value of the 
po rtfolio shah be  invested in BB & B rated 
semmties (or the equivalent) 

~ No more than 5% of the market value of the 
po rtfolio shall be  invested  in B rated securities 
(or the equivalent) 

~ All securities must be  rated by either M on dy's or 
Standard & Pon rs and in the case of sp lit rating, 
the lower ~  will ap ply 

~ No mo re than 2%  of the m arket value of th e 
portfolio shall be  held in a single BB rated 
security 

~ N o mo re than 1% of the market value  of the 
portfolio shah be  held in a single B rated security 

~ In the event of a bond's downgrade  below B, the 
manager shall notify the staff of CPERS in 

writing immediately and recommend a course of 
action in writing wi thin 24 hours 

Specific to the non-dollar denominated securities in the 
portfolio, the following restrictions apply: 

u No mo re than 15% of the market value  of the 
portfolio shall be  invested in no n-donar denominated 
securities 

~ No more than 7% of the market value of the portfolio 
shall be invested in one currency (except U.S. 
dollars) 

~ The minlnmm quality restriction of a no n-dollar 
denominated security is A (or its equivalent) 

~ No more than 5% of the market value  of the portfolio 
shall be  invested in a single no n-dollar denominated 
security rated AAA or AA, and no more than 2% 
may be invested in a single security rated A 

Together, the market value  of all be low investment grade 
and no n-dollar deno "tren ated semn'ities shall no t exceed 
20% of the market value of the portfolio. 

XVIH . INVESTM ENT ACCOUNT 
POLICY 

One of the m ost significant challenges in managing 
institutional assets is avoiding the pressure to shift 
the asset mix in a reactive fashion after meaningful 
m arket m ovem cu t. Sh/fls re sulting from  such 
pressme are inevitably biased toward the direction of 
the recent market move. One of the be st ways to 
avoid engaging in these ad hoc allocation shifts is 
through adoption of a long-term  strategic asset 
allocation po licy, with  the goal of adhering to it 
through system atic re-be len cing . Re-balen cing is the 
term  that describes the periodic m ovem ent of funds 
from  one asset or asset class to another for the 
purpose of res iigr~ g the assets with the asset 
allocation target. 

It shall be  the policy for  the staff to regularly review 
the investment sWategic asset alloc ation  mix in order 
to determine ff the asset allocation  has mo ved outside 
the ranges as established in the Total Plan Statement 
of InvesUnent Policies and Objectives of the 
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RetL, em ent Board of Tru stees. This.review will be 
performed monthly on the eighth business day prior 
to the month-enj  using the market values as of the 
close of business on the ninth Imsiness day prior to 
month-end and will entail establishing current market 
values for each Investment M anager and 
mathenmtically evaluating the actual asset allocation 
in relation to the target allocation, ff it is determined 
that the asset allocation has moved outside the 
established ranges, the staff, in consultation with the 
Investment Consulumt, will begin the re-balancing 
process. Because some managers are limited to 
specific open dates on which funds can be purchased 
or sold, this should allow ample time to complete t~- 
balancing by the first of the following month. 

s The staff  will contact the Investm ent Consultant, 
in writing, with a plan that brings the asset 
allocation back within the predetermined 
parameters for his approval 

~ The staff will then facilitate any necessary 
liquidation of assets and arrange additional 
allocations with the InvesUnent M anagers by 
written instructions to the Investm ent M anagers, 
in accordance with the recommendation 

~ Every effort is to be made to ensure that any 
tiquida~om  and additional allocations be 
completed by the first business day of the month. 

the ensuing weeks. Usually, an opportunity to 
cross in or out at little or no cost will outweigh 
fraying up to obtain immediate expm twe. 

~ Look to use the most liquid vehicles (i.e., the 
index f~mds) to start the re-balancing process. 

~ Give the active managers a specific window of 
opportunity to buy/sell assets. Tell them  exactly 
what is expected of them and make sure they 
understand the mandate. 

~ M anagers that are mceivln~  flows should be 
informed of the date the flow will be placed in 
their account so new buy orders settle on the day 
the cash is received. This will allow the fimdto 

INVESTM ENT COM PLIANCE IKSUES 
POLICY 

R shall be the policy for the staff to review the 
Investment Managers' acitiviW and holdings in order 
to d~  compliance to the Retirement Board's 
Total Plan Statem ent of Investment Policies and 
Objectives. In the event issues are found which the 
staff determines should be clarified and/or 
investigated further, the pxocedures below will be 
followed: 

~ After completion of the re-balanclng, the staff 
will prepare a written zcport for presentation to 
the Board of Trustees. The report will recap the s 
action taken and the reasons for the action. 

A working list of things to consider when carryh~ 
out the above re-balancing plan me as follows: 

Remember flint effective communication of the 
re-balancing plan is the key m low cost, effi cient 
re-balanci~  

~ Inform all managers and the custodian that the 
fund will be re-balanced, and explain what this 
means to each of them specifically. 

~ Discuss crossing opportunities that are cm~eatly 
available or may be available over the course of 

The staff will reduce to writing any issues or 
concerns and cite the appropriate related section 
of the Investment Policy. 
The written documem will be sent to the 
Investment Consultant for review with a copy 
going to the M embers of the Investment 
Comm ittee. 

s The InvesU~ent Consultant vAll respond to the 
inquiry within ten 00) working days after 
receipt 

~ The response will include a signed dated 
aclmowledgm ent of whether or not, in the 
Investment Consuluuxt's opim'on, the issue in 
questic~ complies with the Investment Policy. 

~ If, in the opinion of the Investm ent Consultant, 
the issues do comply, a copy of the respom e will 
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be sent to the Retirement Office staff and the 
M embers of the Investm ent Comm ittee, and only 
at the Investment Com mittee's request will the 
issue be pursued further. 

~ If, in the opinion of the In vestment Consultant, 
the issues do not comply, the Investment 
Consultant will contact the approp~ te 
Investment M anager, in writing, and disclose the 
relevant issue s, and request a written response 
explaining why the Investment M anager  feels 
the issues comp ly with  the Board's Inves tm ent 
Policy. Cop ies of all documentation will be 
forwarded to the staff and the M embers of the 

s To the extent pm s~le, each issue  wi ll be  
resolved  by the Investment Consultant, working 
in conjunction with the staff, then the Investment 
Committee, an d then the full Board. 



 

u~:s om  

8o~ . oome~ti~ :~ e~ Eun~ 

TO~ L'westmen~ 

I6~ fi6rmt yame 

&7'% 

"

139;430.444 17,0%~ 98,70~398 

7.5% : 

7:8%  

]2 CityrParish Emplo3,~e~ " Re~rement Sy~tem 



roLic~ 

c~ ts 

T~ mV~  

F~  V~ue 

31,2002 

F~r F~  

33.9%  ~,922,647 

.$25,748,q tg. IO0.~ , $2!,993~92 

,~ .5%  

7.8%  



ASSET ALLOCATION ~ .OF DECE.MBER 3!~ 2~3 

Fixed |ncome 

74 ~ -P~ h Employees' Re~rement System 



CPERS LIST OF INVESTM ENTS 
AS OF DECEM BER 31, 2003 

LARGEST DOM ESTIC BOND HOLDINGS (BY FAIR VALUE) 

COUPON M ATURITY 
RATE DATE 

PAR 
VALUE 

FAIR 
VALUE  

US GO VERNM ENT  OBLIGATIONS 
US TREASURY NOTES 
FNM A CORP DEB 
US TREASUR Y BONDS 
FNM A LOAN BK DISC NT 
FNM A M ED TERM  
FNM A CORP DEB 
FNM A M ED TERM  #TR 00 186 
US TREASURY NOTES 
US TREASUR Y NOTES 
FNM A POOL #555531 
OTHER US GO VERNM ENT OBLIGATIONS 

TOTAL US GO VERNM ENT OBLIGATI ONS 

DOM ESTI C BONDS 

ILLINOIS ST PENSION 
CHASE CR CARD OW NER TR 2003-6 ASSET 
GENERAL M TRS ACCEP CORP NT 
CITIGROUP INC GLOBAL SR NT 
ATLANTIC RICHFIELD CO DEB DTD 
GENERAL ELEC CORP NT 
DAIM LERCHRYSLER AUTO TR 2001 -A 
TEXACO CAP INC 
SEARS CR ACCOUNT M ASTER TR II 2002-5 
PROCTER & GAM BLE CO DEB 
OTHER BOND S - DOM ESTIC 

TOTAL  DOM ESTIC BOND S 

1.630% 
5.500 % 
12.000%  
0.000% 
3.880% 
5.000%  
4.500% 
3.380% 
2.00 0%  
5.500%  

5.100%  
0.000%  

6.875% 
5.750%  
10.875%  
5.000%  
5.400% 
9.750%  
0.000 % 
3.500%  

10/31/05 $ 6,810,00 0 
15 YR 4,800 ,00 0 

08/15/13 2,290,000 
01/14/04 2,685,000 
11/10/08 2,525,000 
15 YR 2,5OO,000 

12/I 6/I 0 2,400,000 
12/15/08 2,310,000 
08/31/05 1,805,00 0 
06/01/33 1,662,457 

40~390~777 
$70,178,234 

06/01/33 
02/15/11 
09/15/11 
05/10/06 
07/15/05 
02/01/13 
03/06/06 
03/15/20 
11117/09 
12/ 15/08 

$ 1,575,000 
1,325,00 0 
1,220,000 
1,035,000 
1,000,00 0 
955,000 
907,847 
870,00 0 
825,000 
805,000 

41,491,668 

$52,00 9,515 

DOM ESTI C BONDS - DOM ESTI C INDEX FUNDS 

$ 6,799,376 
4,972,512 
3,163,772 
2,684,194 
2,558,153 
2,549,225 
2,398,512 
2,325,893 
1,816,841 
1,684,950 

41,821,020 
$72,774,448 

$1,440,621 
1,326,272 
1,314,099 
1,113,898 
1,135,190 
965,820 
922,890 
1,265,032 
825,635 
802,569 

44,109,633 

$55,221,659 

FAIR 
UNITS VALUE  

BOND S - DOM ESTIC INDEX FUND 

A complete list of po rtfolio holdings is available upon request. 

7,904,353 $134,666,468 



Investment Section 

JOHNSON ~  INC 
FORTUNE BRANDS INC 
COUNTRYW IDE FINL CORP 
ST PAUL COS INCC 
CSX CORP 
CHARTER ONE FINL INC 
TXU CORP 
M BIA INC 
COM PUTER SCIENCES CORP 
D R HORTON INC 
OTHER EQUI TY SECURrrIES - DOMESTIC 

TOTAL DOM ESTIC EQUITY SECURITIES 

14,700 
21,300 
19,866 
37,00O 
40,500 
41,200 
59,500 
23,500 
31.200 
30,500 

4r652,902 
4,972r 168 

EQUITY SECURITIES - INDEX 

$1,706,964 
1,522,737 
1,506,836 
1,467,050 
1,455,570 
1.423,460 
1,411,340 
1.391,905 
1.379.976 
1.319,430 

124~845,176 
$139,430,444 

FAIR 
VALUE 

EQUITY SECU~TIES - INDEX PLUS FUND A (S&P 500) 

35,396,759 $392,352,103 

FAIR  
VAL UE 

EQUITY SECURITIES - INTERNATIONAL GROWTH 298,169 
EQUITY SECURITIES-INTERNATI ONAL VAL UE 2,747,321 

TOTAL EQUITY SECURITIES INTERNATIONAL  3,045,490 

$70,524,967 
71,375,118 

$141,900,085 

FAIR 
VALUE  

ONE GROUP M ONE Y M ARKET FUND 
TOTAL CASH EQUIVAL ENTS 

A ~on~lete llst of portfolio holdings is available upon request. 

$21j49,788 
$21,249,788 

$818,164,551 



Investment Section 

PASSIVE BOND M KT INDEX SECURITIES LENDING FUND 461,161 

EQUITY SECURITIES - INDEX FUNDS 

UNITS 
FAIR 

VALUE 

EQUITY INDEX PLUS FUND A (S&P 500) 
RUSSELL 2000 VALUE INDEX PLUS FUND 

TOTAL EQUITY SECURITIES INDEX FUNDS 

1,047,859 
231.711 

EQUITY SECURITIE S - INTERNATIONAL 

~ S 

$8,710,892 
4,358~322 

$13,069r214 

FAIR 
VALUE 

SPRUCE GROVE INTL VALLrE EQUITY FUND 
CAPITAL GUARDIAN INTL GROWTH EQurrY FUND 
TOTAL EQUITY SECURITIE S INTERN ATIONAL 

88,501 
9,841 

98242 

$2,299,253 
2,322,172 
$4,621,425 

FAIR 
VALUE 

ONE GROUP M ONEY M ARKET FUND 
TOTAL CASH EQUIVALENTS 

A complete list of portfolio holdings is available upon request. 

$201r277 
$201,277 

$25,748,719 

$843,913,270 



Comparative Rates of Return on Total Fund - Year Ended December 31, 2003 
City-Parlsh Employce s' Retirement System 
Police  Guarantee Trust 
Comparison indices: 

M edian Total Fmui 

Allocation Index ** 

Comp arative Rates of Return on Domestic Eqni ties - Year Ended December 31, 2003 
City-Parish Employees' Retirement System  
Police Cmmantee Trust 
Comparison indices: 

M edian Domestic Equity Fund 
Russell 3000 

Comparative Ra tes of Rtlurn on International Equities - Year Ended December 31, 2003 

City-Parish En~loyees' Retirement System 
Police Guarantee Trust 
co mparison  indice s: 

M edian International Equity Fund 
EAH ~ 

Comparative Ra tes of Return on Fixed Income Securities - Year Ended December 31, 2003 
City-Parish Emp loyees' Retirement System 
Police Guanmtce  Trust 

Comparison indices: 
M edian Bond Fund 
Lehn~m Brothers Agg~egme Bond Index 

The total perform ance as compared to public funds in the Independent Consultants' 
Ceopern ~lve Universe, as reported by Sum mit Strategies Group, Investm ent Consultant for 
City-Parish Em ployees' Re tireme nt Sys tem , is as follows: 

One-year period ending December 31, 2003 
Two-year period  en ding December 31, 2003 

Three-year period  en ding December 31, 2003 
Four-year period  en ding December 31, 2003 
Five-year period  ending December 31, 2003 

Ra te of 
Re turn Rank* 

24.0%  
23.6%  

2t.9%  
23.6%  

34.4%  
34.3%  

32.3% 
31.1% 

35.8%  
35.9% 

34.8% 
39.2%  

4.7%  
4.1%  

5.1%  

4.1% 

24.0% 
6.8%  

3.8% 
3.4% 
5.1%  

* Ren k indicates CPERS' relative investment parformance in relalion  to other total f~nds in the Independent Consullen t's 
Cooperative Universe of funds. 

18 
25 

50 
25 

40 

42 

50 

57 

46 

46 

50 
29 

57 

67 

50 
67 

18 
30 

27 
48 
31 

** The Allocation  Index indicates the mtom  that would have been produced ff the same pe~en tage of assets on a quarterly basis 
were invested in the appropriate market indice s. 



ANNUAL/ZED 

19~  20~  2~ 1 2002 

TOTAL 
City-Parish Emp. Ret~ m an t System 12.6% 2.0% -1.8% -8.1% 24.0% 
Police Guarantee Trust N/A N/A -0,8% -7.4% 23.6% 
M edian Total Fund 12.6% 2.3% -2.5% -8.7% 21.9% 
Inflation (CPI) 2.7% 3.4% 1.5% 2.5% 1.8% 

DOMESTIC EQUITY 
City-Parish Emp. Retirement System 8.5% 3.1% -5.2% -19.9% 34.4% 
Police Guarantee Trust N/A N/A -3.1% -18.6% 34.3% 
M edian Domestic Equity Fund 17.9% 0.0%  -8.8% -21.6% 32.3% 
Russell 3000 20.9% -7,5% -11.5% -21.6% 31.1% 

City-Parish Emp. Retirement System 
Police Guarantee Trust 
M edian International Equity Fund 
EAFE 

City-Parish  Emp. Retirement System 
Po/ice Guarantee Trust 
M edian Bond Fon d 
Lehman Brothers Aggregate Index 

67.6% 
N/A 

32.3% 
27.3% 

-0.6% 
N/A 
0.1% 

-0.8% 

18.5%  
N/A 

-9.9%  
-14.0%  

1.4%  
N/A 
0.8%  
1.6%  

- 16.5%  
-16.5%  
-18.0%  
-21.2%  

8.9% 
8.4% 
8.4%  
8.4%  

-8.1% 
-8.1% 
15.0% 
15.7%  

0.5%  
0.5% 
9.1% 
0.3%  

35.8%  
35.9% 
34.8%  
39.2%  

4.7%  
4.1% 
5.1%  
4.1%  

3YRS. $YRS. 

3.8%  
4.3%  
3.0%  
1.9%  

0.7%  
1.9%  

-1.7%  
-3.1%  

1.4%  
1.4%  
0.3%  

-2.6%  

8.0%  
7.6%  
7.8%  
7.6%  

5.1%  
N/A 
4.8%  
2A%  

2.7% 
N/A 
3.9% 
0.4%  

7.3% 
N/A 
5.8%  
0.3%  

6.9%  
N/A 
6.8%  
6.6% 

Note: These calculations were prepared using a time-weighted rate of return based on the market rate of return  in 
accordance with Association for InvesU~ant Management Research's (AIMR) performance presentation standards. 



B~akar afe 
A. G. Edv~xds & Sore  Inc. 

SCI~ DULE OF CO~ NS PAID TO BROKERS 
FOR TIlE YEAR ENDED DECEM BER 31, 2003 

Bane of America Securities LLC 
Bank of New York/TD Bank 
Bce r Steam s & Co. Inc. 
B-Trade Services LLC 
Buc'l~n~,ham  Re,~m'ch,, New York 
Charles Schwab & Co Inc. 
CIBC W orldmarkets Cozp. 
Cifigroup Global M arkets Inc. 
Credit Sniese First Boston 
Direct Brokerage Inc. 
First Union Capital M arkets 
Goldman, Sachs & Co . 
Investm ent Technology Group 
Jefferles & Company 
Lehman Brothers, Inc. 
Liqnidnet, Inc. 
M errill, Lynch, Pierce, Fce ner & Smith 
O'Neil, W illiam & Co , I.nc/BCC 
Robart W . Baird & CO . 
Standard & Poors Securities, Inc, 
Verims ~ -'m'itic s 
W ells Fargo Securties 
W illiam Blair & Co mpany LLC 
Other (18 tim,z) * 

Shares Traded 
35,300 
271,700 
32,400 
219,439 
205,116 
27,700 
356,854 
167,600 
94,300 
261,000 
27,900 
28,000 
545,400 
558,600 
43,500 
104,400 
267,900 
235,787 
37,800 
53,300 
5O,9O0 
92,800 
44,600 
88,100 
228,266 

Dollar Am ount 
$ 1,765 
11,125 
1,620 
10,136 
4,102 
1~385 
14,274 
6,704 
3,772 
10,440 
1,395 
1,234 

27,270 
11,634 
1,305 
4,142 
5,358 
11,789 
1,890 
2,665 
2,545 
2,320 
2,230 
4,405 
9,216 

* Firms that had less than $1,000 comm/ss/om  paid. 

$ .0500 
.0409 
.0500 
.0461 
.0199 
.0500 
.0399 
.0400 
.0400 
.0400 
.0500 
.0440 
.0500 
.0208 
.0300 
.0396 
.0200 
.0499 
.0500 
.0500 
.0500 
.0250 
.0500 
.0500 
.0403 

S .0379 
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Board of Trustees 
Employees' Retirem ent System  
City of Baton Rouge and Parish of East Baton Rouge 
209 St. Ferd inand Street 
Post Office Box 1471 
Baton Rouge, Louisiana 70821 

A8 requested, w e have com pleted our annual Ve luelion  of the Employees ' Retirement 
Sym xn of the City of Baton Ro uge and Parish  of  East Baton Ro uge es  of Jan uary 1, 
2004. The valuation  w as prepared on the basis of the data subm itted by the Retirem ent 
System office and  the actuarial assum ptions adopted by the Board of  Trustes s, and 
reflects th e benefits in effect  on the valuation  date. 

The fund ing objective  of the Retirement system was established as follows: 

a) fully fund all current normal ~o~s determined in eoco rdanua  with  the prescribed 
fu nding m ethod; end 

b) liquidate the unfunded liability as of January  1, 1995 over a thirty-year period 
w ith subseq uent changes in unfunded liabilities amortized over thirty years. Note 
th at  pdor to the January 1, 2001 valuation subsequent changes In unfu nded 
liabilities w ere am ortized over the remaining portion  of the original th irty years. 
This change in am ortization  w as applied to all changes  in un fu nded liabilities 
since January  1, 1995. Effective w ith the Jan uary 1, 2004 valuation, this 
change in am ortization w as reversed. All changes in unfunded liability ere 
am ortized over the rem ainder of the 30-yes r pedod that started on  January  1, 
1995. 

Effes tive w ith the 2000 year, the Bo ard decided to introduce ~ one-ye ar dday from  the 
valuation date to the year for w hich the contribution rate calculated in the valuation is 
applied. Thus the contribution rate calcu lat ed in the 2004 valuation will apply to the year 
2005. Th e 2003 valuat ion was the basis for the 2004 contribution rate. 

The City contribution rate for the 2004 year is set to 14.50% . This reflect s a 2.00% 
inorease from th e 2003 rat e. 

2000 RiverEdge Parkway/State 540 ~ Atlanta, GA 30328 
{770) 933-1933 ~ Fax (770) 933-8918 - wwwstanleyhotcombo.conl 



h rd  of Truste~  
Em ployees' Retire m ent System 
City of Baton Rouge and 
Parish of East Baton Rouge 
Pq e 2 
June 15, 2004 

Based on our recom m endation, the Board of Trustees approved ~ change in the method 
of  dstarm ining the actue riel value of assets, effective w ith the January 1, 2002 
valuation. Under this method, 20%  of the difference betw een the expected  asa st  value 
end market value  is recognized each year. The resulting  actuarial value  of  mmst l as  of 
Decem ber 31, 2003 is $847,227,425. 

In perform ing the January  1, 2004 valuation, we have  relied upon the em ployee data end 
financial inform ation provided by the adm inistrative staff of the Employees' Retirem ent 
System  of the City of Ba ton Rouge and Parish of  East  Baton Rouge. Regarding  
panlcipon t data, each record w as ed ited for reasonableness and consistency, although 
the validity of  the inform ation was not com pared to source documents. Regarding  plan 
assets, a general review for consist ency and balance testing  w ith inform ation fum id~ d 
for the prior  year's valuation w as performed. 

The present values show n in the Jan uary 1, 2003 and January  1, 2004 actuarial 
valuation end supporting scha dulas  of this certifisa ~on  ha ve been prepared in accordance 
w ith the aotuarial methods and assumptions appr oved  by the Board: they am  appropriate 
for the purposes of th is valuation. The actuarial assum ptions w ere last revised for th e 
January 1, 2000 value'don, based on the 1994-1998 experience study. At January 1, 
2000 th e actuarial cost m ethod and actuarial asset va lue method rem ained unchanged. 
Assum ptions relating  to turn over, salary  scale, disability, and leave transfer  were changed 
at th at tim e. The act uarial asset valuation method w as changed  as of Janua ry 1, 2002, 
to the m ethod outlined above. The funding  method used is the Entry Age Norm al Cost  
M ethod . The actuarial assum ptions and m ethods used for funding  purposes co mply w ith  
and are within the parameters set forth by the Governm ent Accounting Standard s Board 
(GASB) Statement No. 25. For 2003 th e ernortizst ion approach  is within the paranxstere 
of GASB 25/27. 
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Effective Date 

(1:250, 1:258) 

F~ I Year 

M emho ~hip: 
(1:259, 1:266) 

Final Average 
Compensation: 

Service Rethem ent 
Efigihility: (1:265A) 

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

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

SUM M ARY OF PRINCIPAL SYSTEM  PROVISIONS 
(Source: 2004 Actuarial Report) 

(Based on Ordinance Nes. 235 and 276) 

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

Any regular employee of the City-Parlsh, excluding Police employees who 
elected to transfer into the M unicipal Police Employees' Retirement System 
(MPERS) as of February 26, 2000 and Police employees hired after that date. 
Part-tim e coun~  members with service prior to January 1, 1997, retroactive to 
December 31, 1976. 

Members: 8% of compensation (1:264 Al(a)). Effective January 1, 2002, 
member contn'bufion is equal to M aximum Emp loye~ Contributon, ff less than 
8% (1:264 AI (c)). If the Maxinmm Employer Con tribution  rate is 17% or 
greater, the me mbers' con m'bution  rate will be 50% of the Emp loyer 
Contn'butlon rate, but not more than 9.5% ( 1:264 A(b)). 

Employer Contribution : Balance, actuarially deteml/ned  (1:253N). Emp loyer 
Conm'buton  plus adjusting percentages for pro-rata allocation  of obligations 
for transfer of members to plans maintained by the State or a political 
subdivision thereof (1:251), plus an additional adjusting pe rcentage, either 
positive or negative, reprasentafive of an  extraordinary actuarial gain or loss, as 
determined by the Board of Tme tees, which can be identified with one or more 
en~loyers oftbe  Retirement System. 

Service credited  under Retirement System; mifitary service (maximum of three 
years). 

Average compensa~on during the highest 36 consec utive months of Creditable 
Service. 

(1) Full retirement: 25 years of service, regardless of age. 
(2) Minimmn eligt~oifity: Age 55 wi th 10 ye ars of service, or 20 ye ars of 

service , regardless of age. 

Full Retirement: 3.0% of Final Compensation for  each ye ar of Creditable 
Service. 

M inimum Eligibility: 2.5% of Final Average Co mpensation for each ye ar of 
Creditable Service. 

Maximum of 90% of Final Average Corapensation. 

If not eligible for full ~ irement: Benefits are reduced by 3% pe r year for  each 
year under age 55. 



Disability: 

(1:265D) 

Survivor Benefits: 
(1:270) 

En~ploym an t 
Termination: 
(1:267, 1:268) 

Optional Allowauc es: 
(1:204c) 

Retirement Benefit 
Adjustments: (1:269) 

SUM M ARY OF PRINCIPAL SYSTEM  PROVISIONS 
(CONT~ b'~ ) 

Ordinary Disability: After 10 or mere years of Creditable Service, 2.5%  of 
Final Average Compensation times Creditable Service, with a minimum  
benefit of 50% of Final Average Compensation. 

Service-Connected: 50%  of Final Average Compensation, plus 1.5% of Final 
Average Co n~pan sation times Creditable Service in excess of 10 years, wi th a 
maxim um benefit of 90% of Final Average Co mpensation. 

Benefits are offset by W orkers' Co mpensation (1:264F). Or dinmy disability 
be nefits are paid on a life annuity basis; service-connected disabilities are paid 
on a 50% Joint & Survivor basis. 

(1) If Member eli~'ble for retirement, or at least twenty (20) years of 
Creditable Service, surviving spouse may elect Option 2 benefits 
(including 100% Joint & Survivor actuariaily equivalent to 50% Joint & 
Survivor, wi thout reduction for early conmum~ment) or a refl.md of the 
M embe r's ~ ntdbutions. 

(2) If not efigible for retiremun t, sorviving spon se may elect a mon tlfly bene fit 
of $600 payable until remarriage, or a refund of the M ember's 
contributions, 

(3) If eligible children under age 18, me nthly benefit of $150 per child 
(maximum $300), pa yable until age 18. These benefits are in addition to 
any be nefits payable under ( 1 ) or (2). 

(4) If no benefits are payable under (1), (2) or (3), $150 me nthly benefit to 
tmmarrled dependent parent until death or remarriage. 

A_~ r 10 ye ars of Creditable Service, based on Creditable Service and Final 
Average Compensation at termination date. Benefits are deferred to age 55. If 
M ember conlxibutious  are withdrawn, benefit is forfeited. 

Normal form is joint and 50% contingent survivor. For members entitled  to 
Service Re6rem ea t Benefits, a~ mrial/y equivalent to regular re tirem ent 
allowance: 

Option  1: Refnn d of excess of M ember's contributions over aggregate 
benefits paid; 

Option 2: 100% Julnt & Survivor  to designated  contingent aun uitant; 

Op tion 3: Any other form  approved by the Board. 

For members who retired before December 31, 1989, or surviving spouses of 
such Members, who did not enter DROP, an annual pa yment of $600 effective 
July 1, 1992 plus  $30 for each full year retired. 



Defened Retirement 
Option Plan (DROP): 
(1:271) 

Deferred Re tirement 
Option Plan (DROP): 
(1:271) 

Compensated Absences: 
(1:262) 

Changes Since Prior 
Valuation: 

SUM M ARY OF PRINCIPAL SYSTEM  PROVISIONS 
(CON'HNUED) 

Prior to July 1, 1991: 

Elim'bilitv: If eligible to retire with an ~ te service retirement allowance 
and between 25 and 30 years of Creditable Service. 

Duration: The lesser of 5 years, or 32 years minus Creditable Service at DROP 
enwy. 

Benefits: Service  retirement allowances are paid into the M ember's DROP 
account, and creditcti with interest at the rate set by the actuarial formula. No 
further M ember or  employer contrfomious  are payable, and no further benefits 
are accnled. 

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

(a) A lump stun of DROP accoon t balance; 
(b) A life annuity based on the DROP balance; 
(c) Any other method of pa yment approved by the Board of Trustees. 

Normal survival benefits paya ble to sur vivors of retirees are paid upon death  of 
the M ember while a DROP participant. 

On and after July 1,1991: 

Comparable to pre-July 1, 1991 provisions, except interest is not credited to 
DROP acen tmt until the conditions of DROP participation have been satisfied. 
If the M ember does not terminate en~loyment at the end of the DROP period, 
potential interest c~redits are forfeited. 

On and after July 1, 2002: If the Member has at least ten (I0) years of 
Creditable Service and has attained at least age 55, wi th DROP duration not 
greater than three (3) years. 

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

(a) Cash pa ymant for a po rtion , with the remainder edded to the Member's 
Creditable Service, on the basis of one (1) hour for each two (2) ho urs of 
unm ed time. 

(a) Conversion of all of the accumulated time to Creditable Service, on the 
basis of one (1) ho ur fur each hour of une sed accumulated vacation time 
and sick lea ve. 

Any unused time converted to service credit is included in determining 
eligibility for retirement and benefits. For purposes of determininS Final 
Average Compensation, compensation  at the time of retirement or death is 
as sum ed to continue for the period of added sexvice. 

None . 



Valuation Date: 

Valuation M ethod: 

Asset Valuation 
M ethod: 

Actuarial Assumptions: 

InvesUnent Return: 

Salary Increases: 

Aggregate Payroll 
C~owth: 

Non-Disabled 
M ortality: 

SUM M ARY OF ACTUARIAL ASSUM PTIONS AND M ETHODS 

(Source: 2004 Actuarial Report) 

Entry Age Normal Actuarial Cost M ethod with Unfunded Actuarial Accru ed 
Liability. 

Market Value as of January 1, 1996. Beginning January 1, 1997, adjusted 
Market Value with 20% of unrealized gains (or losses) recognized each year. 
Beginning January 1, 2002, Expected Value M ethod, with 20~/0 of 
investment gains or (losses) recognized each year. 

8% compounded annually. (Adopted March 2, 1995) 

4% compounded  annually due to inflation, plus longevity/merit in 
accordance wi th following schedule: (Adopted July 13, 2000) 

A~e 

30 
35 
40 
45 
50 
55 

+2.50%  
+1.50%  
+1.25%  
+.75%  
+.50% 

0~/0 

5% compounded annually (Adopted  July 13. 2000) 

+4.00~/0 
+2.00~/0 
+2.00%  
+1.00%  

0%  
0~/0 

1971 Group Annuity M ortality Table, producing following specimen rates: 

A~e 

20 
30 
4O 
50 
60 
70 

.0503%  

.0809*/, 

.1633%  

.5285%  
1.3119%  
3.6106%  

Disabled M ortality: Same as non-disabled mortality 

.0260% 

.0469% 

.0938% 

.2151% 

.5489% 
1.6477%  



SUM M ARY OF AC'J~ A]~ AL ASSUM E~ONS AND M E'I]IOI~ (CONTINUED) 

Turnover and Disability:. In ace ~  with the followln~  specimen rates: (.~dopted  July 13, 2000) 

Disability 
.0006 
.0006 
.0006 
.0007 
.0011 
.0022 
.0046 
.0102 
.0320 
.0355 
.0400 
.0450 
.0410 
.0195 

Probabilities of disability are in accordance wi th the Eleventh Actuarial Valuation of the Rm'lmad R~  System. 
Tin'hover is based on the table below:. 

The ulfin~te tin'hover rates are modified as follows, based on years of employment: (Adopted July 13, 2000) 

Ye~ 
0-1 
2 
3 

4-10 
11-15 

16+ 

Probabilitics of disability are in accordance wi th the Eleventh Actuarial Valuation of the Railroad Ret~ ment System. 
Turnover is based on Table T-5. The disability rates for Fire and Police are increased by 50~/0. 

Assumed Transfers to ~ t System f~  accumulated vacation and sick leave, e@ : (Adopted July l& 2000) 

BREC 
Regular 
Fire 
Police 

Total 
1.0 year 
1.0 ye ar 
2.0 years 
1.5 years 

Earlier of 25 ye ars of service credit or age 60 wi th 10 ye ars of service cx~ it. 
(Adopted  March 2,1995) 

A percentage of disabiIitics is assumed to be ontinary disabilities, as shown be low: 
(Adopted July 13, 2000) 

BRF~ , Regular 
Fire 
Police  

25% service -connected, 75% ordinary 
50% service-connected, 50% ordinary 
75% service -connected, 25% ordinary 



Recovery: 

Reman'~g~: 

Spouse's Ages: 

SUMM ARY OF ACTUARIAL ASSUMPTIONS AND METHODS (CONTINUED) 

M arital Status: 

Investment Expenses: 

W ithdrawal of Employe~ 
Conu'ibutions: 

Changes  Since Prior 
Valuation: 

No probabilities of rec overy are used. (Adopted March 2,1995) 

No probabilities of remarriage are used. (Adopted March 2, 1995) 

Female spouses are assumed to be 3 years younger than males. 
(Adopted March 2. 1995) 

80% of employees are assumed to be married. (Adopted March 2, 1995) 

None provided for. 

100% of employees who terminate (other than xetim nent, death, or disability) are 
assumed to withdraw their contributions. (Adopted March 2, 1995) 

M embership data and asset data as of December 31, 2003 was furn ished by Retirement 
Of/ice. 

None. (Probabilities of retirement were not adjusted for new DROP for Members 
over age 55 with 10 year of creditable service.) 



ACCRUED LIABILITY ANALYSIS FOrt.Z003 AND 2002 
(Source: 2004 ~  Report) 

R~ired M emben m d Bem ~ciades: 
Sexvic~ Retiremmt & 

Beneficiaries 
l:V~mbility l~ r~ qems 
Te~'minmed Vested ~  
Lm w  Balm ces 

DROP (Futme Bereft) 
DROP (Accounts) 
COLA Bm efits 

Total 

S 465~44,256 
8,484,428 
7,703,113 
8_437_478 

489,869,275 

34O535,975 
23,534,152 
2,376,510 
1,065,253 

137,919,608 
102,710,360 

614,363,389 

324,350,914 
23,846,800 
2,50S,345 
1,716,241 

130,398,765 
93,694,413 
6=560_102 

583,075,580 

~ AL AM ORTIZATION OF ~ ED ACTUARIAL ACCRUED LIABILrrY 
(Seuree: 2004 Actuarial Rt.port) 

12/31/94 

12/31/95 
12/31/96 
12/31/97 
12/31/98 
12/31/99 
12/31/00 
12/31/01 
12/31/02 
12/31/03 

Anmtfizafion Panmining ~ m  
Initial Balance at Paymm t as Balance at Payment as 
Amm at 12/31;'2002 of 01/01/03 12/31/2003 of 01/01/04 

176,65~909 
(12,401,873) 
17,458,146 

(12,493,691) 
(43,504,837) 
(68,473,85o) 
1,2Ol,912 
19,553,834 
41,180,218 
9,190,241 

189,356,215 

(13,091,820) 
18,177,948 

(1~gs2,971) 
(44,3oL6gz) 
(69,16o,688) 
1,2o6,8o4 
19,o61,725 
41,18o,218 

14,461,818 

(999,s7o) 
1.388,316 
(981,629) 
(3,383,473) 
(5,282,05D 

92,]~8 
1,455,813 
3,145082 



DETERM INATIO N OF UNFUNDED ACTUARIAL ACCRUED LIABILITY 

(Source: 2004 Actmu'~  Rt'por0 

Enn7 Age Normal Actuarial Aec rued Liability as of Decembe~ 31, 2003 

Active M embers 
M embers and Beneficiaries 
Total 

Actuarial Asset Value es of December 31,2003 

Unfaed ed Actuarial Accrued Liability as of December 31, 2003 

$ 371,308,306 
614,363,389 

985,671,695 

847,227,425 

$138,444,270 

RECONCILIA'I'ION OF UNFU'NDED ACTUARIAL ACCRUED LIABILITY 

(Source: 2004 Actuarial Report) 

A. Unfunded Actuarial Aec m ed Liability as of December 31, 2002 

B. Normal Cost for 2003 

C. Interest at 8% on (A ) and ( B ) 
D . City Contn~outions 

E. Interest on ( D ) 
F. Expected Unfunded Actuarial Liability as of December 31, 2003 

G. 2003 (Gain) Loss 
H. Unfunded  Actuarial Accrued Liability as of Dec ember 31, 2003 

L Plan Amendments 

J. Change in Assumptions 

K . Change in  M ethods 

L. Change in Applicable Laws 

M . Unfimded Actuarial Accrued Liability as of December 31, 2003 

$ 129,575,829 

8,148,061 

11,017,911 

(14,531,806) 

(581,272) 
133,628,723 

4,815,547 

138,444,270 

N/A 

N/A 

N/A 

N/A 

$ 138,444,270 



$~ ~ OF ACTUARIAL ACCRUED LIABIIATIES AND PERCENTAGE 
COVERED BY ACTUARIAL VALUE OF ASSETS/SOLVENCY TEST 

FOR THE TEN YEARS ENDED DECE M BER 31, 2003 
(Source," 2OO4 Am m~  neport) 

(1) (2) (3) 

Active Temdua ted Retirees 
Valuation M embers' Vested And 
Da~ Conm~butlon~* Members Survivors** 

.$- .$- .$. 

Actuarial 
Value of 

.$- 

Percentage of Actuarial Liabilities 
Covered by Asaets 

(1) ~ ._~  (4) 
.%- .% . .%. .%- 

12/31/94 123,717,539 2,117,499 279,585,049 $251,742,091 480,505,268 100.0 100.0 100.0 29.8 

12/31195 132,421,606 2,244,846 301,934,866 281,675,752 551,301,959 100.0 100.0 100.0 40.7 

12/31/96 142,100,816 2,591,163 330,846,679 298,397,469 587,193,233 100.0 100.0 100.0 37A 

12/31/97 144,327,095 2,722,929 351,227,198 313,700,020 635,463,896 100.0 100.0 100.0 43.7 

12/31/98 157,699,747 2,977,698 378,012,494 336,385,748 740,257,038 100.0 100.0 100.0 59.9 

12/31/99 171,802,254 2,564,432 423,400,316 329,254,889 741,562,144 i00.0 100.0 100.0 43.7 

12/3 1/00 163,520,688 2,452,084 411,192,686 278,828,921 786,941,507 I00.0 100.0 100.0 75.2 

12/31/01 170,232,470 3,840,108 446,993,673 281,755,013 813,977,773 100.0 100.0 100.0 68.5 

12/31/02 179,875,436 4,224,586 485,156,581 278,470,014 818,150,788 100.0 100.0 100.0 53.5 

12/31/03 190,501,659 3,441,763 508,211,266 283,517,007 847,227,425 100.0 100.0 100.0 51.2 

* Including DROP accounts. 
** Including DROP pattie/prints' futare benefits. 



ANALYSIS OF FINANCIAL EXPERIENCE 

(,Source: 2004 Actuarial Report) 

GAINS AND LOSSES IN UNFUNDED ACTUARIAL LIABILIT Y DURING YEARS ENDED 1999 - 2003 
RESULTING FROM  DIFFERENCES BETW EEN ASSUM ED EXPERIENCE AND ACTUAL EXPERIENCE 

Investm ent ReRun 

Salary Increases 

Retire ments 

M ortality 

Disability 
Turnover 

New M embers 
Leaves, Transfers, Etc. 

Cmin or (Loss) from 
Fimmcml Experience 

Police M erger 

Assumption Clmngcs 
Asset M ethod Changes 

Plan Am endm ent 

Composite Oain/(Loss) 
During Year 

$ (24,490,613) 
3,597,488 

463,510 
1,003,550 

(1,024,032) 
878,868 

(2,464,878) 
(7.105.879) 

$ Gain or (Loss) For Yeas 
2000 2001 

$ 5,984,750 

(8,863,447) 
1,323,994 

(1,756,769) 
(867,229) 
2,024,026 

(963,693) 
(47,539) 

$ 48,467,702 

(354,923) 
(1,203,366) 
(1,571,139) 
(421,143) 
1,408,146 

(954,377) 
(3,052,835) 

$ (8,272,153) 
2,383,584 

2,277,929 

(5,380) 
(577,279) 
1,514,090 

(1,898,220) 
(238,118) 

(29,141,986) (3,165,907) 42,318,065 (35,651,108) (4,815,547) 

102,607,806 

(9,225,778) 
-- (59,043,535) 

(665.692) 



L Nmmml Cost - Be~'mlin~ of Year (G x H) 

J. 30-YvarAmortizafionof(D), from 111.95 
(21 years x'e~-~ ) 

,TS FOR 2M ~I AND 2N 2 

1,104,232,664 $1,061,481,101 

847.227,425 818,150,788 

55,788,166 

138,444,270 

62,772,803 

691,485,591 

9.078%  

94,725,883 

53,640,579 

129,575,829 

60,113,905 

663,797,949 

9.056% 

89,974,172 

8,599,216 8,148,061 

12,797,410 9,111,229 



Valuation 
Date 

12/31/94 
12/31/95 
12/31/96 
12/31/97 
12/31/98 
12/31/99 
12/31/00 
12/31/01 
12/31/02 
12/31/03 

146 
54 
194 
98 
152 
173 
216 
137 
129 
127 

ACTIVE M EM BERSHIP DATA 
FOR THE TEN YEARS ENDED DECEM BER 31, 2003 

(Seuree: 2004 Actuarial Report) 

Valuation Total Active 
Date M embers 

12/31/94 
12/31/95 
12/31/96 
12/31/97 
12/31/98 
12/31/99 
12/31/00 
12/31/01 
12/31/02 
12/31/03 

3,917 
3,934 
3,962 
4,015 
4,012 
3,954 
3,377 
3,315 
3,220 
3,321 

Percentage 
Change Annual Payroll 

-%- .$. 

5.7 
0.4 
0.7 
1.3 
(0.1) 
(1.4) 
(14.6) 
(1.8) 
(2.9) 
3.1 

100,596,231 
104,601,384 
109,658,886 
114,102,750 
118,742,991 
119,251,634 
99,510,155 
102,793,456 
101,339,785 
106,240,559 

Average 
Annual Pay 

-$_ 

25,682 
26,589 
27,678 
28,419 
29,597 
30,160 
29,467 
31,009 
31,472 
31,991 

SCHEDULE OF RETIREES AND BENEFICIARIES ADDED 
FOR THE TEN YEARS ENDED DECE M BER 31, 2003 

(Seuree: 2004 Actuarial Re po rt) 

Annual 
Allowances 

2,313,546 
2,155,427 
2,479,341 
1,922,794 
2,802,370 
3,332,956 
5,562,177 
3,488,781 
2,808,183 
3,029,116 

Annual 
Deletions Allowances 

71 
19 
39 
32 
64 
59 
135 
71 
66 
70 

-$- 

598,503 
399,966 
420,162 
405,614 
567,931 
599,806 

3,701,424 
1,596,748 
891,291 

1,157,493 

% Increase in 
Averaee Pay 

-% - 

Percentage 
Number of Change in Annual 
Annuitants M embes shiv Annuities 

1,467 

1,502 
1,657 
1,723 
1,811 
1,925 
2,006 
2,072 
2,135 
2,192 

.%- .$. 

5.4 
2.4 
10.3 
3.9 
5.1 
6.3 
4.2 
3.3 
3.0 
2.7 

21,151,134 
22,906,595 
24,965,774 
26,482,954 
28,717,393 
31,450,543 

33,311,296 
35,2O3,329 
37,120,221 
38,991,844 

0.7 
3.5 
4.1 
2.7 
4.1 
1.9 
(2.3) 
5.2 
1.5 
L6 

Percentage 
Change in 
Annuitie~ 

.% . 

6.8 
8.3 
9.0 
6.1 
8.4 
9.5 
5.9 
5.7 
5.4 
5.0 

Avera ge 
Annual 
Allowances 

-~~ 

14,418 
15,251 
15,067 
15,370 
15,857 
16,338 
16,606 
16,990 
17,387 
17,788 



A,~ivcs: 

BREC 
Regular 
Fire 
Police 
Total/Average 

Retirees and Survivors 
Disabilities 
DROP 
Total/Average 

TOTAL M gM BF, RSHIP DATA 
(Source: 2004 Actuarial Report) 

376 
2,370 
512 
63 

3,321 

$23,401 
30,5o2 
43,610 
44,814 
$31,991 

2,022 
170 
391 

2,583 

Average Annuity 

$18,172 
13,220 
31,495 
$19,863 

Averq e Deferred 

$8,928 

229 
2,411 
5O9 
71 

3,220 

$25,814 
29,138 
43,711 
41,224 
$31,472 

1,958 
177 
366 

2,501 

Avemse Annuity 

$17,797 
12,845 
31,425 
$19,441 

$9,985 



 



 



Stanley, 
Holcom be 

June 15, 2004 

Board of Trustees 
Em ployees' Retirem ent System  - Police Guarantee  Trust 
City of Baton Rouge and 
Parish of East Baton Rouge 
309 St. Ferdinand Street 
Post Office Bo x 1471 
Baton Rouge, Louisiana 70821 

As requested, we have com pleted  ou r an nual valuation of the Em l)loyee l' Rll~lm lnt 
Syst lm of the City of ~ ltorl Flouge and Parish of Slet  Baton Rouge Po lite Guaran tee  Trust 
as of Janusw  1, 2004. The valuation w as prepared on the basis of the data submitted by 
the Retirem ent System  office lind the actuarial assumptions adopted by the Board of 
Trustees, and reflects the benefits in effect on the valuation date. 

The funding objective of th e Police Guarantee Tmet wee  established as follows: 

a) fu lly fund all projected liabilities datsttnice d at inception, through ~ trust-to-truai 
transfer of 024,827,209 in assets from CPERS; and  

b) fund  any future act uarial las ses throu gh em ployee and  em ployer on ntributione  on 
included compensation for CPERS thai is excluded for M PEFIS benefits: end  

c) in the event  th at there is a shortfall after taking into account the above, the Ifmrtfall 
w ill be funded as  a level percentage of future payrolls, using the  AGgregate 
Actuarial Cost M ethod. 

The Bo ard his decided to introduce a one-yea r delay from the veluet icn date to thl) year 
for which the cont ribution rate calculated in the valuation is applied. Thus the  contribution 
rate calculated in the 2004 valuation will apply to the year 2005. 

In order  to m aintain com parability and 
Retirem ent System , the Police Guarantee 

consistency w ith results for th e Employees' 
Trust uses the same actuarial assum ption s and 

the  sam e actuarial valuation m ethodology. Last year, the actuarial valuation  methodology 
for PGT w as changed to m atch the change m ade to the  CPERS methodology in the 
preceding year, Since the intent was to fu nd the projected  liability through the  initial trust 
to trust transfer of $24,627,209 from the  Employees' Retire ment System , no unfunded 
actuarial accrued liability w as expected. Howeve r, due to actuarial loses in 2003, 2002 
and 2001, the re is an unfund ed liability in the PGT of $907,125 as  of December 31, 2003~ 

2000 RiverEdge Parkway/Suite 540 * Atlanta. GA 30:328 
(770)933-1933 ~ Fax (770)933-8918 - www ~tanleyholcoml~ 
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Boar d of Truat eas  
Em ployees' Rat im m ent Syat arn - Police Guarantee Trus t 
City of Baton Rouge end 
Par ish of Eu t Baton Rouge 
Pin e 2 
June 15, 2004 

Effective February 28, 2000, there were 037 police officers who had elected to transfer to 
the stato w tde M unicipal Police Em ployees' Fistim ment System . This group of 637 officers 
is the closed pr oup of m em bem entitled to benefits from  the Police Guarantee Trust. The 
initial valuation w as pre pare d as of  January 1, 2000, and is the baals for City conM butisn 
rates of  0%  for the 2000 and 2001 years. 

The m ethod of determ ining the actuarial value of mmet4 is the sam e m ethod as is (~ rrently 
m ad for CPERS, effeclJve w ith the January  1, 2003 valuation. Under this method, 20%  
of  the difference between the expected ammt value end market value is recognized esc h 
year. Under this method, the actuarial value of  assets as of December 31, 2003 IS 
$20,488,255. 

In perform ing the January 1, 2004 valuation, we have relied upon the employee data 
financial information provided by the ed miMatratlve at aff of the Em ployees ' Retirem ent 
System of the City of Baton Rouge and Parish of East Baton Rouge. Regarding par~ ant 
dat e, each record was  edited for  remmnmbleneas  and  con alsm no y, although the validity of  
the inform ation w as  not com pared to source documents. Regarding plan miners, ~ general 
review  for comlistano y and balance testing  with information furnished for  the prior year 's 
valuation  w es  perform ed. 

The present values show n in the January  1, 2004 actuarial valuation and  supporting 
schedules of  this certificat ion have be en prepared in accordance with the actuarial methods 
and assum ptions approved by the Board: th ey am  appropriate for the purpomm of  this 
valuation. The actuarial as sum ptions are identical to th e assum ptions used for the January 
1, 2003 and  January 1, 2004 valuatio~  of the  Em ploymm' Retirement System . The 
fund ing method used is the Aggregate Coat  M ethod. The  actuarial assumptions and  
methods used for funding  purposes comply with and are within the par ameters set forth by 
th e Governmental Accounting Standards Board (GASB) Statement No. 25. Under the 
Aggregate Coat  M ethod there is no  am ortizat ion of  unfunded thlbilitiss. 



Jume i5, 

~ o~  is pro~  in ~  ~  M~hods. 

System's ~  objective. 

~ 03 Comwehe~Ive ~  Rna~  ~ ~  ~ ~  ~ Fflne.-~  

A~ ,at/S~ Liabll~  ~  P~  ~ovored by AGtuadal Value of ~ ~  
Troll, Aottve M~-nbershlp Dml, S~ Of ~  ~  ~  AddS , and Total 

St,,,.J.,.,~ No. 2s. ~  ~ th,,~  .f Fundl~  Proe m , the Sd~ U~ 
~ -yor Contributions, L",~d ~  to ff*~e~  of Trend infom'.ition, 

~ , 

Cor~ ng A=tu~ end ~ lpal 



SUM M ARY OF PPdNCIPAL ~  FROVIBIONS 

(Source: 200,1. ~  Aemarlal Report) 
(BJu~l on Ordinan~ No. 11669) 

Eligt~le police employees who were active members or in the Defetxed Retiran zm  
Option Plan (DROP) of the Employees' Retirement System of the City of Baton 
Rouge and Parish of East Baton Rouge (CPERS) on February 26, 2000 who elected 
to uam fer into the M tmicipal Police Employees' Retirement System  of l.auisiam  

(MPERS) are automatically included in the Police Guarantee Trust (PUT). 

Initially fimded by a trust to trust transfer of $24,627,209 from CPERS, ~ i~,~ ned 
as of January 1, 2000. 

M embers: Based on ctm'e~ member conu'ibution  m~e under CPERS, applied to 
member's cmnpemation  not covered by MPERS. M ember con tn'butions axe "picked 
up" by the City. 

The exce ss of the benefits that would have been payable under CPERS, based on  the 
tm~isinm  in effect on February 26, 2000, over the bene/its paya ble under M PER.S. 
MPERS behests are calculated um~" a 50% joint and smvivor option. PGT benefits 
reflect any increases in MPERS benefits due to cost-of-llvm~  adjustmemts. 

A. M embers in CPERS DROP at February 26, 2000. 

(1) Ifin CPERS DROP for 3 or mote years, DROP payments are credimd to 
PGT DROP accou~  Investment retm'ns for CPERS and PGT accounts are 
credited to the PGT account alter February 26, 2000. 

(2) If in CPERS DROP less titan 3 years, up to 3 yeats since transfer, in 
MPERS DROP. ~  3 years in DROP (CPERS and MPERS combined) 
DROP pa ym ents are credited to PGT DROP account for remainder of 
DROP period (5 years maximum for total DROP periorh), m~ t 
remrm  for CFERS, M PERS, and PGT accounts are credited to the POT 
accotmt after February 26, 2000. 

M embers enter PGT DROP ftrst, with paFments credited to PGT DROP 
account, until the later of 2 years or eligibility for ~  DROP. Investment 
retorns for MPERS and PGT DROP accounts are credited to the PGT DROP 



Valuation Date: 

Valuation M ethod: 

Asset Valuation 

SUM M A RY OF ACTUARIAL ASSUM PTION S AND M ETHODS 

(Source: 2004 PGT Actuarial Report) 

M arket Value as of January 1, 2000 and January 1,2001. 
Beginning January I, 2002, adjusted Market Value with 20% of unrealized 
gains or (losses) recognized each year. 

Actuarial Assumptions: (All assumptions adopted February 26, 2000) 

Aggregate Payroll 
Growth: 

Non-Disabled 
M ortality: 

Disabled M ortality: 

4% compounded ammally due to inflation, plus  longevity/merit in 
accordance wi th following schedule: 

A_ ~  

30 
35 
40 
45 
50 
55 

Notappl~abk. 

+4.00% 
+2.00% 
+2.00% 
+1.00%  
0.00%  
0.00~,6 

1971 Group Anm~ity M ortality Table, producing following specimen rates: 

A2e 

20 
30 
40 
50 
60 
70 

.0503% 

.0809% 

.1633% 

.5285%  
1.3119%  
3.6106%  

Same as non.disabled mortality. 

.0260~,6 

.0469%  

.0938%  

.2151%  

.5489%  
1.6477%  



Turnover and Disability:. In accordance with the following specimen rates: 

Probabilities of disability are in accordance with the Eleventh Actuarial Valuation  of the Railroad Retirement System  
Tmnover is based on  Table T-5. 

The ultima~ turnover rates are modified as follows, based on years o f vn~ployment: 

Year 
1 
2 
3 
4-10 
11-15 
16+ 

The disability rates are increased by 50% . 

POT 
100% 
6O% 
40%  
40~,6 
20%  
20%  

Assumed Wansfers to City-Parish Employees' Retirement System (for accumulated vacation 
and sick leave e.g.) 1.5 years. 



Retirem ent: 

Type of DL~bJlity:. 

Recover , 

Remarriage: 

Spouse's Ages: 

M arital Status: 

SUM M ARY OF ACTUARIAL ASSUM PTIONS AND M ETHODS (CONTINUED) 

Interest on Future 
M PERS DROP Accounts: 

Investment Expenses : 

W ithdrawal of Employee 
Con ~ butions : 

COLA: 

Ancillary Benefits: 

Earlier of 25 years of service credit or age 60 with I0 years of service credit. 

A percentage of disab/lit/es/s assumed to be ordinary disabilities, as  shown below:. 

Female spouses are assumed to be  3 years younger than males. 

80%  of en~loyees are assumed to be  married. 

Three years of interest, compounded annually at 8%, on the DROP benefits to be  
deposited at M PERS, payable at DROP exit 

None provided for. 

100% of employees who terminate (other than relirement, deat~ or disability) are 
assumed to withdraw their co nln~on tian s. 

M PERS benefits in pay status are assumed to increase 2%  annually. 

MPERS ancillary be nefits (turnover, disability, death) were assumed to be greater 
than CTERS ancillary benefits. 

M embership data, asset information, and aggregate DROP balances  as  of December 
31, 2003 were furnished by the ~ t Offi ce. For active members, M PERS 
cor~ ensatinn was es~msted as: CPERS compensation, minus member co n~'ibutions 
to PGT divided by .08. For members who are in CPERS DROP but not in M PERS 
DROP, M PERS comi~.~,ation was estimated as City-Parish contributions to M PERS 
divided  by .08. 

Changes Since  Prior None. 
Valuation : 



~ Y OF ACTUARIAL ACCRUED IJABILrrlES AND I~ RCENTAGE 
COVERED BY ACTUARIAL VALUE OF ASSETS/SOLVENCY TEST 

FOR THE FOUR YEARS ENDED DECEM BER 31, 2003 
(Source." 2004 ]PGT Actum'I~ I/~eport) 

(1) (2) (3) 

Active Te~ ated Retirees 
Valuation M embers' Vested And 
Da~ Contn'bufions* M embers Survivors** 

.$* .$. 

12/31100 

12/31/01 

12/31102 

12/31/03 

1,631,640 

4,024,374 

6337,203 

8,231,086 

Percentage of Actuarial Liabilities 
Coveted by Assets 

(l) f2) (3) (4) 
.%- -% . .% . -% . 

6,573,761 11,176,845 25,684,328 100,0 

4,724,586 10,480,337 24,815,273 100.0 

4,285,414 10,008,154 25,481,771 100.0 

3,182,942 10,890,774 26,468,255 100.0 

* Including DROP accounts. 
** Including DROP participants' future benefits. 

Note: Only four years of data are available. 

100.0 

100.0 

100,0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 



Valua tion 
Date 

12/31/99 
12/31/00 
12/31/01"** 
12/31/02 
12/31/03 

ACTIVE M EM BERSHIP DATA 
FO R THE gIVE YEARS ENDED DECEM BER 31, 2003 

(Source: 2004 PGT Actuarial Report) 

Valuation Total Active Percentage Average %  Increase in 
Date Members Cha~ ~ Annual Payroll Annual Pay Averane  Pay 

-%- -$- -$- -%- 

12/31/99 
12/ 31/00 
12/31/01 
12/31/02 
12/31/03 

552 
531 
483 
455 
419 

(3.8) 
(9.0) 
(5.8) 
(7.9) 

21,763,879 
22,530,785 
20,920,112 
19,793,300 
19,324,588 

39,427 
42,431 
43,313 
43,502 
46,121 

SCHEDULE OF RETIREES AND BENEFICIARIES ADDED 
FOR THE FIVE YEARS ENDED DECEM BER 31, 2003 

(Source: 2004 PGT Actuarial Report) 

Annual Annual 
Additions Allowances Deletions Allowances 

-$- -$- 

28 
4 
4 
4 

930,641 
69,088 
18,088 
50,585 

22 
2 
1 

815,455 
86,057 
45,062 

Percentage 
Number of Change in  
Armuitants* M embershiv 

.%- 

28 
10 
12 
15 

(64.3) 
20.0 
25.0 

w  

7.6 
2.1 
0.4 
6.0 

Percentage 
Aon ual Chon ge in 
Armuiti~s** Annuities 

.$. -%- 

930,64 1 
184,274 
116,305 
121,828 

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

** Includes only monthly aon uities paid through PGT annualized 

(80.2) 
(36.9) 
4.7 

Average 
Annual 
Allowances 

-$- 

33,237 
18,427 
9,692 
~122 

*** Regarding mergers/transfeas, Louisiana Revised Statute I 1:2225(AXll )(a)(ii) places the responsibility of the transfening 
members' benefit payments on the transferring system for a period of (me year following the effective date of the transfer. 
Therefore, the Police Guarantee Trust was respons ~le for pa ying trmuferred members who retired after February 26, 2000. 
On February 26, 2001 most of these n'~ nbers' payments became the respons ibility of the M unicipal Police Employees' Rethement 
Sys tem  of Lo uisiana. 



Retirees and Survivors 
Disabilities 
DROP 
Total 

TOTAL M EM BEJRSHEP DATA 

(Source: 2004 PGT Actum.htl Report) 

Count 

419 

2003 

$ 46,121 

Count 

15 

9o 

Average 
Annuity 

$29,372 

40,790 
38,887 

Coumt 

455 $43,5~  

12 

72 
84 

Avei'a2e 
Amadtv 

$ 27,252 

39,969 
38,153 

AveralEe Deferred Avcr82~ 



 



 



Sla~]~twLd Seclienl 

TEN-YEAR INFO R~,tATIO N ON SELECTED DATA 

NU~|BER OF ACTIVE M EM.BEP-.S 

CPER$ 

1994 
1905 
lOq6 
1997 
1998 
1999 
2000 
2001 
2002 
2003 

3,917 
3,934 
3:962 
4,015 
4,012 
3,054 
3,377 
3,315 
3,220 
3,321 

% LDcf~asc 
E4ch Year Memhcr~ 

N:A 
0.4%  
0.7% 
1.3% 
(o.1%) 
(1_4%) 
(14.6%,) 
(I .8%) 

3.1% 

N/A 
N!A 
N"A 
N,A 
NiA 
NiA 
531 
483 
455 
419 

1994 1996 1998 2000 2002 
Fiscal Year 

%  [ncrc~ c 
Each Year 

N/A 
N ,'A 
NiA 
NiA 
N/A 
N/A 
N .'A 

(9.0%) 
(5.8% ) 
(7.9% } 
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Statistical Section 

TEN-YEAR INFORM ATION ON SELECTED DATA (CONTI~ rED) 

NUM BER  O F RETIREES. BENEFICIARIES, VESTED "rEtLM LNATED, AND  DEFERRED RETIR EES 

CPERS 

Fiscal Year 8gtlrec~s 

1995 
1996 
1997 
1998 
1999 
2O00 
20{} I 
2O02 
2003 

1,752 
1,852 
1,952 
2,026 
2,117 
2,273 
2;289 
2.394 
2.537 
2.621 

%  Increase 
Each year ~..tirees* 

N/A 
5.7% 
5.4% 
3.8% 
4.5% 
7.4% 
0.7% 
4.6%  
6.0% 
3.3%  

N/A 
N.,A 
N/A 
N/A 
N/A 
N;A 
103 
133 
149 
163 

% Increase 
Each yea~ 

N /A 
N)A 
N/A 
N/A 
N ~A 
N."A 
N/A 
29.1% 
12.0% 
9.4%  

* Includes annuitants who participated in the PGT but receive nmnthly retirement benefits from ~V[PERS. 

1994 1996 199B 2000 2002 

FiscalYear 

114 City-Parish Employees" Retirement Sygtem 



Fiscal Year 

1994 
1995 
1996 
1997 
1998 
1999 
2OOO 
2001 
2002 
2OO3 

TEN-YEAR INFORM ATION ON SELECTED DATA (CONTINUED) 

NUM BER OF SERVICE RETIREES AND 
BENEFIT EXPENSES 

CPERS PGT 
Service Retirees Benefit Expenses Service  Retirees* Benefit Expenses 

1,467 
1,502 
1,657 
1,723 
1,811 
1,925 
2,006 
2,072 
2,135 
2,192 

$ 22,037,111 
23,388,121 
25,187,004 
27,065,377 
28,752,074 
31,027,600 
33,044,148 
35,124,531 
36,982,809 
39,037,900 

* Includes only retirees receiving monthly benefits from  PGT 

N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
28** 
10 
12 
15 

N/A 
N/A 
N/A 
N/A 
N/A 
N/A 

$663,174"* 
266,434 
118,046 
130,839 

** Regarding mergers/iransfers, Louisiana Revised Statute 11:2225(A)(11XaXii) places the respen s~ility 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 re sponsible for paying transferred members who retired after February 26, 2000. 
On February 26, 2001 most of these members' pa yments became the respo nsibility of the M unicipal Police Employees' 
Re tirem ent System  of Louisiana. 

1994 
1995 
1996 
1997" 
1998 
1999 
2000 
2001 
2002 
2003 

NUM BER OF DEFERRED RETIREM ENTS AND 
BENEFIT EXPENSES 

Deferred 
Retireme nts 

337 
360 
444 
355 
382 
400 
424 
450 
486 
520 

$ 3,026,779 
5,214,481 
5,479,425 
17,722,183 
8,025,626 
9,390,136 
10,512,203 
7,706,555 
7,882,624 
9,305,178 

Deferred 
Retireme nts 

N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
11 
15 
31 
32 

N/A 
N/A 
N/A 
N/A 
N/A 
N/A 

$136,354 
455,076 
366,547 
727,756 

*Rollovers related ~ deferred retirement accounts were $10,581,429 in 1997 which was the first year of rollover eligibility 



Fiscal Year 

1994 
1995 
1996 
1997 
1998 
1999 
2OOO 
2001 
2002 
2003 

Fiscal Year 

1998 
1999 
2000 
2001 
2002 
2003 

1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 

TEN-YEAR INFORMATION ON SELECTED DATA (CONTINUED) 

AVERAGE M ONTHLY SERVICE RETIREE BENEFIT 

CPERS PGT 
Average 

M onthly Benefit 

$1,252 
1,298 
1,267 
1,309 
1,323 
1,343 
1,373 
1,413 
1,444 
1,484 

% Increase 
Each Year 

N/A 
3.67%  
(2.39%) 
3.31% 
1.07%  
1.51%  
2.23%  
2.91%  
2.19% 
2.80~/o 

Average 
M onthly Benefit 

N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
$ 2,368 
2,220 
820 
727 

NUM BER OF EXCESS BENEFIT PLAN PARTICIPANTS 
AND BENEFIT EXPENSES 

CPERS 
Excess Benefit 
plao,Parficipants Benefit Exvcnses 

$ 13,101 
33,596 
35,143 
39,304 
33,968 
51,279 

NUM BER OF RE FUNDS OF 

%  Increase 
Each Year 

N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 

(6,25%) 
(63.06%) 
(11.34%) 

Excess Benefit 
Plaa Parficioants 

N/A 
N/A 
N/A 
N/A 
N/A 
N/A 

Number 
of Refunds 

235 
273 
298 
261 
225 
306 
230 
230 
232 
236 

%  In. ease 
Each Year 

N/A 
16.17% 
9.16%  

(12.42%) 
(13.80%) 
36.00% 
(24.84%) 
O.00O/O 
0.87%  
1.72%  

N/A 
N/A 
N/A 
N/A 
N/A 
N/A 

Number 
of Refunds 

N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
1 
4 
4 
5 

%  Increase 



Siads*;ical 5~ H~m 

TEN.YEAR INFORM ATION ON SELECTED DATA (CONTINUED) 

Service ~ efi~ 

SCHEDULE OF BENEFt'I EXPENSES BY TYPE 

D~abiti~y Benefits 
~ a~a in 

Year Ser~ice Service ~ ar~fion 
Members Su~'ivo~ Be~fi~ Ord~  ~0~nected DROP Re~a~ds Pay ~t~9~ I, 

t998 $24,503,687 52,404,149 5297,0c~  $749,2.41 $774,835 $8,025,626 $1,493~287 $340,843 $38588,761 

1~  ~6,~ 3~287 2,402,079 322.47'7 865~743 835,033 9 390,136 2,012 039 3~ ,904 42~771,695 

2~  25,015,105 2657,362 347,589 938.680 ! ,009;037 10,512,203 1,760,171 486,271 45,726~388 
2001 29,~ 8,$61 3,662,696 349.7~ 3,034,510 L067,769 7,706555 1,999 902 390~7[7 45,2fi1,010 
20)2 30,562,762 3~8t3,030 325,511 1,152,986 1,128,521 7,852,624 1,670~141 420,608 46,956 183 
2003 32,60@340 3,573,038 452,365 L187,346 1,218,810 9,305.178 1,68/,537 215,298 _0,2429t~ 

* Only six )'ears ofda~a are available 

~003 

200t 

Year 

2000 

~999 

1998 

Dollars 
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St~ istical ~ ~:~iotr 

TEN-YEAR 1NFOR~M ATION ON SELECff'ED DATA (CONTINUED) 

CPERS 

P~ VENU ES B'~S OURCE 

Ne~ 
F~fic~a] Member Emplo~  in'.'cs~m~  
'~%zr Ccmthbutio~ Ce:~tribttdo~s I~ome 

1994 
I995 
~996 

2000 
2001 
2002 
2003 

S 8071A25 
8751.553 
9,033;167 
9.645,5~  
11.632339 
I 1.776,623 
9,231,205 
8,972,290 
9,223,966 
9~~3A5i 

$lL559.O91 
14,276,717 
16,219,697 
1L~L695 
20:20,542 
20.334,~ 7 
t3,587,244 
11,516,686 
12,053,689 
14,531,806 

$ 8,078771 
~07,562~578 
56,162,936 
I0t;484,199 
89,345A 59 
93,398,150 
17,665,089 
(15.36L04~ 
(62,739A09) 
~ 57,622,.50] 

Net 
Mem~ r Employer Investme~ 

Co~ bufiol~s C_ ,~ 4~  income 

~ A 
N:A 
N:A 
N:A 
N)A 
N:A 

S 42,082 
45.a42 
43,427 
49.586 

N,A 
N/A 
N:A 
N,A 
S,'A 
N/A 

s 61,1~ 
l H ,848 
55,.o55 
76.982 

N/A 
N:A 
N:A 
N/A 
N/A 

S 2,256,530 
(238,~49) 

(1,820.,I72) 
4.926.746 

S 28,709,287 
~30,590,84~ 

:81A l L800 
129535:84 
121,098~040 
125~508,840 
42,843,256 
5,~ Z07i 

(43:8L5~4) 
/86.271,072 
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~  o TZn DATA (CON~ UZD) 

BY ~ Z 

N /A 

600 

N /A 
N /A 
N/A 
N/A 

Ci~ Pc~risk ~nplo~ s ": R~tlreme~:i ~ys~t 1 t ~ 



TEN-YEAR INFORMATION ON SELECTED DATA (CONTINUED) 

NUM BER OF ADM INISTRATIVE STAFF POSITIONS 

Fiscal Year 

1994 
1995 
1996 
1997 
1998 
1999 
2OO0 
2001 
2002 
2003 

SCHEDULE OF PARTI CIPATING EM PLOYERS 

City of Baton Rouge and Parish of East Baton Ro uge 

District Attorney of the Nineteenth Judicial District 

Brownsfield Fire Protection District 

East Baton Rouge Parish Fire Protection District No. 6 

N/A 
10.00 %  
0.0O% 
9.09%  
0.00% 
0.00%  
0.00%  
0.00 %  
0.00 %  
0.00%  

East Baton Rouge Recreation and Park Connnission (BREC) 

Offi ce of the Coro ner of East Baton Rouge Parish 



~ o-,~ ~,,~ ' ~ ~  

Totals 2~192 1~95 ~I0 !17 ~[ 89 

%0oo ~,5o0 2,000 2,~  ,~ [~0 3,500 4,00o 4;~  

CiC~Paris]~ ~ ReHrerr~ t System ~ 2 / 



RETIREES AT DECEM BER 31, 2003 
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The Deferred Reth'eman t Option Plan became effec tive 
January 1, 1982, and was created essentially to provide a 
cost of living increase for retirees, which would be cost 
neutral to the System an d the employer. It has undergone 
several structural changes over the years. The fundamental 
provisions of the DROP are as follows: 

ElinthLlitv 
A member eligible for retirement may contractually, in lieu 
of immediate termination of employment and receipt of a 
service re tirement allowan ce, continue employm ent for  a 
specified period of time while deferring the re ceipt of 
retirem ent benefits. At the end of the contractually specified 
tim e, the employee tem finates employment. Eligthle 
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 aRained at least 10 years of 
service an d ate age 55 or older. 

Participation 
The member ma y participate in the DROP for a period not 
exceeding either 5 years or a number of years which, when 
added to the number of ye ars of creditable service in th e 
System , equals 32. For members entering the DROP with 
less than 25 years of service, DROP participation is lim ited 
to 3 ye ars. The ordinance provides for a member wi th 
interrupted se rvice, whi le on the DROP, to resum e 
participation if he has not received an y distrthutinns from his 
DROP account that were not based on his life ex pectancy. 

For me mbers electing to participa te in the DROP after 
July 1, 1991, the member shall agree to terminate 
emp loyment at the end of the DROP participa tion period or 
immediately receive a dism'bution, representing a lump-sum 
pa yment in the amoun t equal to the m~n~ r's DROP 
account balance , without th e addition of an y interest amount, 
and the member's DROP account sha ll be terminated. 
Should a member choose to remain emp loyed, no additional 
service  credit or additional benefits shall be earned . 

For  members who transferred to the M unicipal Police 
Emp loyee s' Retirement System, the total DROP 
participation in both systems comb ined cannot exceed 5 
years. In some cases, the me mber may be  required to enroll 
in one system 's DROP for  a pe riod of time prior to enrolling 
in the other system 's DROP. Rights in the CPERS an d 
Police Gumantee Tru st DROP are contractually guaranteed 
through  the Agreement and Guarantee of Retirement Rights 
and Benefits. 

Interest Rate 
Each year a DROP interest rate is determined by the 
System's actuary and paid to members' accounts wher e 
applicable. The rate is an  average of five (5) years of market 
rates of return , comp ounded quarterly, as me asured by the 
Sys tem 's investment consultant. The DROP interest rate 
credited to me mbers' acco unts is either the long-term  or  
short-term  earn ings rate. The long-term  rate is the 
percentage rate certified by the actuary less (me annual 
percentage point (100 basis points); whereas the sho rt-term 
rate is equal to the percentage rate less two annual 
percentage points (200 basis po ints). Eligible me mbers 
re ceive either the long-term  or sho rt-term  rate based  on  
certain criteria. The len~-term  rate applies iftha  member's 
wi thdrawals durin~  an  annual period do not exce ed  twenty 
(20) percent oftbe balance of the account at the be ginning of 
the annual period. The long-term  rate also applies to 
accounts wi th a be ginning of peaind balance of $10,000 or  
less. The short-term  rate app lies to all accounts for which 
the member withdraws more than twenty (20) percent of the 
be~nni~g of period balance. 

For a member who terminates emp loyment in accordance 
wi th  the DROP contract term s, and th us become s a retiree, 
an  election can be ma de regarding the wi thdrawal of DROP 
acco unt fun ds. The retiree can  cho ose an y of the following 
options: 
1. a lump-sum distribution of the balance in the 

DROP accoun t, provided he has not yet received  
his first regular pension paym en t. 

2. a method of distn'bution based on life expectancy. 
3. an y other method of distribution appr oved by the 

Retirement Board of Trustees. 

If the terminating member is age 55 or  older, any 
se veon lce/seperation pay must be  rolled into his ex isting 
DROP account. For me mbers less than 55 years of age, the 
option is given to either roll the se verance/separation  pay 
into his DROP accoun t or take receipt of it. 

Survivor Benefits 
Essentially, a surviving spo use of a DROP participant retains 
the same righ ts for the accoun t as the me mber had. The 
methods of wi thdrawal are bas ically th e same also. 

For beneficiaries other than the spo use, the bene ficiary 
receives a lump-sum  pa yment equal to the me mber's 
individual account balance in the DROP accoun t. If no 
beneficiary is named, the member's estate receives the lump- 
sum  paym ent from  the DROP ac count. 



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

Contn'butions may not be accunndated under the Excess Benefit Plan to pay future retkem~ t benefits
. Instead, each paym ent 

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 Btmefit Plan are not commingled with the monies of the pension 
plan or any other qualified plan. Also, this plan may never receive any transfer of assets fi'om the pension plan. 
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