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Em p|oyees' R elirem ent System 

City ol I~aton ]~,ouge 
Parish i*l'[~asL Baton Rou[,zc 

209 St Ferdinand gttcct (70S02) 
Post O m c~ Box 147 ] 
Uaton I{ougc. Ixm isiana 70821 

Board of Trustees 
City of Baton Rouge and Parish 
of East Baton Rouge 

Em ployees' Retirem ent System 
]:'osl Offiee  Box 1471 
Baton Rouge, LA 70821 

LETTER O F TRANSM ITTAL 

PImnc: (225) 389-3272 
Fax: (225) 389-5~48 

Dear Board M embers: 

The Com prehensive Annual Financial Report of tile City of Baton Rouge and parish of East Baton Rouge Employees' Retirement 
System (the Retirement System) for the fiscal year ended December 31, 1998 is hereby submitted, as required  by Section 1:253 of 
the Retirement Ordinan ce. Tiffs section num dates that the Board of Tru stees sball have prepared  and subm itted  annna lly to th e 
M etropolitan  Council an audit report by an independent firm of ee rtified  public accountants. 

Responsibility for the accuracy of financial statements and all disclosures rests with management. To the best of our knowled ge 
and be lief, all information is aec umte and has be en prepared by the accounting staff in accordance with generally accepted 
accounting principles (GAAP) as promulgated by the Governmental Accounting Standards Board. 

The Com prehensive Amaua l Financial Repo rt is divided into six sections as listed below : 

The iutroductory section contains th e letter of transm ittal, a listing of th e Board of Tru stee s, a listing of th e administralive slaff and 
professional service providers, th e Retirem ent System 's orgmuzationa l chart, a plan smm nary, and a sum mary of th e 1998 Local 
Ordinances affec ting the Retirement Syslem . 

The financial section is composed of tile Indepe ndent Auditors' Report, General Purpose Financial Statements, Notes to the 
Fina ncial Statements, Required Supplementary Information and Suppo rting Schedules. 

']'lie inveslnleut sec tion is colnprised of the investment consultant's report on investm ent activity, th e Statelnenl of ]uvestu|eut 
Policies and Objectives, List of Investments, Investment Performan ce Measurements, ,Mloual Rates of Relum, and file Sclledule of 
Commissions Paid to Brokers. 

]lie actnarial sectioa contains the actuary's certification letter, a stmm mry of Retirement System provisions, a smnmary of 
actuarial assum ptions and m eth ods, accru ed  liability analysis and reconciliation, analysis of finan cial experience, employer 
contribulion calculatiarL active an d retiree m embership data, and other perlinent actuarial data. 

"l'l~e statistical sec tion displays trend information on selected  data, various graphs an d a list of employing agencies tluat remit 
contributions to th e Retirement System . 

"I'lle last section of th e repo rt contains informa tion on tile Retirement System 's two additional altenmtive retirement plans: the 
Deferred Relircment Oplion Plan  (DROP) and the Excess Benefit Plan . 



DEFINITION AND PURPOSE O F ENTITY 

Tile City of Baton Rouge and Parish of East Baton Rouge Employees' Retirement System , a defined  be nefit pe nsion plan, was 
originally crea ted  by Council Ordinan ce  No. 235 and Council Ordinance No. 276, effective Dec cmbcr 31, 1953, to provide 
retirement allowances and other be nefits for regular employees of th e City of Baton Rouge. Police  offi ce rs, and firefighters were 
incorporated into the Retire ment System effective January 1, 1956 by Council Ordinance No. 474. The Retirement System is 
governed  by a se ven m embe r Board of Trustee s, and all invested funds, cash an d properly are held in file nam e of th e City-Parish 
Employees' Retirement System (CPF, RS) for the sole be nefit of the membe rship an d retirees. 

M AJO R INITIATIVES 

For the Year: 

CPERS co mpleted  several money rrhanagor searches early in the year, culminating in management contracts be ing executed for two 
new investment management finns. The services of four money managers were ternunated , leaving a total of five managers at 
yea r-end. This was a sig~fifiea nt decrease from previous years an d helped [o co ntribute to th e System 's red uced level of 
consultant's fees. 

CPERS successfully executed  its first pe rformance -based fee investment management contracts. Th ese contra cts assure that the 
System will pay no m ore tlhan a base fee until th e m anager Ires perform ed above the appropriate designated  benchm ark. 

'll~e System began participation in th e City-Parish's M etronet, an intranet resource  m ade available tlurough the Inform ation 
Services division. Through Otis m ed ium and enhail, the System is now able to keep employees abreast of Retirement Board 
meeting dates, agendas, announcements, etc. 

On Jan uary 1, 1998, CPERS began  sheltering employee contributions, as pe rm itted  under the IRS code. This pickup of employee 
contributions by the employer was  one of several clmnges made in th e Retirement Ordilmnce s, which became effective April 1, 
1997. Also effective January I, 1998 was an  increase in the employee contribution rate from 8%  to 9.5% . Ttfis increase helped 
CPERS toward attaining a higher level of system funding. The System funding level, as mea sured by the System 's actuary under 
GASB 5 meth od s, was 89% at Dece mber 31, 1997, an d 93%  at December 31, 1998. 

CPERS contracted  wi th an  outside vendor to index th e m inutes of the Retirem ent Board m eetings, as well as rite minutes of all 
committee meetings, an d all legal opinions. Th is project is expected to lake several months, an d upon its completion will yield a 
work product which can be utilized by the staff in pe rforming research for the Board of Tru stees, System members an d/or System 
consultants. 

CPERS' staff is developing a membe r ed ucation plan which can be  com municated  to small groups, using visual aids and han douts. 
Topics wi ll include retirement eligibility requirements, calculation of be nefits, DROP options, investment summaries, an d other 
pe rtinent topics. 

M ost of th e System 's cmnputer hardware is sched uled  for replacem ent during 1999, including rite data se rver which contains the 
members da tabases, rite payroll modules, and other vital member data. Tlus server wi ll utilize a RAID (Redundan t Array of 
Indepe ndent Disks) system, which provides perpelual backup of dala on duplicate disk drives. This system wi ll provide greater 
integrity and downtime for the most crucial da ta applications in the Retirement Offi ce. 

M uch effort is going into the Year 2000 issue in th e near future. The smnur er of 1999 will see th e completion of th e remed iation 
process, in whi ch po tential problem areas ar e correc ted an d tested . Th e purchase of a new system se rver, as  m entioned  above, will 
allow th e System to test critical applications such as retirement payroll, elec troni c funds tun ~sfers, an d chec k reconciliation 
program s, using live da ta, with out crea ting downtime to th e System 's applications. CPERS ttas com m itted  substantial resources in 
an effort to ensure that no interruptions in service occur due to the Year 2000 issue. 
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SERVICE EFFO RTS AND ACCOM PLISHM ENTS 

CPERS constantly strives to achieve a greater level of service to its members, both active and retired. These services include the 
issuance of retirement benefit payments, DROP withdrawals, DROP and contribution tax-free rollovers, refunds of membe r 
conlributions, m embe r co unse ling, retiree payroll-related changes, an d m an y m ore. 

In 1998, CPERS paid retirees, survivors, an d be neficiaries in exce ss of $28.7 million in be nefits. In addition, distributions of more 
than  $8 million were made to participants from file Deferred Retirement Option Plan (DROP). Combined , CPERS pa id out in 
excess of $37 million to System retirees during the year. 

The average monlldy benefit of a retiree continues to increase. For 1998, retirees drew an average monthly be nefit of $1,323, 
which represented  an increa se of 1.07%  over the 1997 am ount of $1309. The average monthly withdrawal for DROP funds was 
$1,751, a decrease of 57.9% from 1997's average of $4,160. This anomaly is explained by the fact tlmt 1997 was the first yea r in 
whicb DROP monies could be rolled over into Individual Retirement Acco unts (IRA's), or other qualified plans. A significant 
numbe r of retirees chose to rollover th eir DROP accounts, thus crea ting an unusually large average monttdy benefit amount. 

Also, during 1998, refunds were issued to 225 membe rs who teradr tated employment an d to be neficiaries of deceased  membe rs 
co mpared  to 261 issued during 1997. Additionally, some forTner membe rs chose to rollover the portion of their co ntributions tlutt 
were tax-shehered , into an IRA or annth er qualified plan . 

A total of 115 members retired during 1998 co m pared  to 89 during 1997. A total of 64 m embers entered DROP during 1998 
compared  to 65 during 1997. 

CPERS continues to circulate its uewsletter Retirement News to over 4,000 active employees and 1,900 retirees in an effort to keep 
th e entire m embe rship informed of impo rtant issues and news of interest. Th e newsletter features pertinent arlicles of interest, 
auth ored  by staff and consultants. 

INTERNAL CO NTRO L 

In accordance with Board and marmgem ent's goals an d policies, CPERS maintains a system of internal controls lluat provides 
rea sonable assuran ce  regarding tile ,"~tfeguarding of asse ts against loss from unauth orized use or disposition and regardi ng the 
reliability of finan cial records for preparing finan cial statements an d mainlaining accountability for assets. Th e concept of 
rea smmble assuran ce recogn~es flint th e cost of control should not exceed benefits likely to be derived and that th e valuation of 
co sts and be nefits requires estimates and judgments by management. 

ACCOUNTING SYSTEM  

An explana tion of CPERS' accounting po licies is contained in the Notes to th e Financial Statelneuts. The basis of accounting, 
fund slm cturc, and oth er siguificant ilffonna tion on financial policy are explained in detail in tile Notes to the Fina ncial 
Statements. 

ADDITIONS TO PLAN NET ASSETS 

CPERS' be nefits are funded  through employee and employer contributions and tlu'ough investment revenue. Th e following table 
shows the sources from wlfich additions to plan  net assets were ma de during 1998. 
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PERCENT- 
AGE 

ADDITION TYPE 1998 1997 VARIANCE CHANGE 

EraployeeContributions $ 11,632,339 $ 9,645,590 $ 1,986,749 20.6% 

Employer Contributions 20,120,542 18,405,695 1,714,847 9.3%  

Net Investment Income 89,345,159 101,484,199 (!2,139,0401 (12.0)% 

Totals $ 121,0981040 $ 12915351384 $ (8,437,444) (6,51% 

The siglfificant increase in employee contributions for 1998 is largely due to salary increa ses, and tile increa se of tile employee 
contribution rate from 8.0%  in 1997 to 9.5%  in 1998. The employer contribution rate increased from 15.08%  for most of 1997, to 
16.13%  for 1998. This contribution amount is directly affected by salary increases as well. 

Net investment incom e shows a negative variance, solely because it is compared to th e banner year experienced in 1997. 1998 
was anoth er impressive yea r of investment returns as the System continued to capitalize on tile escalating equities m arkets, while 
keeping managem ent fees lower titan in past years. 

DEDUCTIONS FROM  PLAN NET ASSETS 

CPERS was established an d placed under tile management of th e Board of Trustee s for the purpose of providing service retirement 
allowances and disability retirement allowances, under th e provisions of th e Retirem ent Ordinan ce, for all m embers as provided . 

Paynlents made to members and terminated merabe rs, as well as administrative expenses are shown in the following table. 

PERCENT- 
AGE 

DEDUCTION TYPE 1998 1997 VARIANCE CHANGE 

Benefit Paynmnts $ 37,095,474 $ 44,787,560 $ (7,692,086) (17.2)% 

Refunds and W ith drawals 1,493,287 1,487,729 5,558 0%  

Adm inistra tive Expe nses 1,015,699 1,020,585 143,110 0%  

Totals $ 39,604,460 $ 47,295,874 $ 13,936,397 (16.3)% 
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As the table shows, in 1998 CPERS paid out 17.2% less in benefit payments than in 1997 primarily due to a large reduction in 
DROP benefit payments. 1998 saw a tapering off of member rollovers of DROP funds froru CPERS to other qualified plans. 
Rollovers completed during 1998 totaled  $4,577,853, while in 1997, the first year of eligibility, rollovers amounted  to 
$10,581,429. 

FUNDING 

The funding requirements for th e Retirement System are determined by the Retirement System 's actuary. Required contributions 
are broken down between normal cost and anaortiz, ation of unfunded accrued liability and then stated as a pe rcentage of payroll. 
CPERS is amortizing the unftmded accrued  liability over a 30 year pe riod, with 1998 being tile 4th year in file amortization 
schedule. 

qlle employer contribution rate for 1998 was 16.13%  compared  to th e rate in 1997 of 15.00%  from Jannar y 1't through M arch 31't, 
increa sing to 15.08%  from April 1't through year end. The System 's actuary indicates in his m ost recent report tirol at present 
levels ofim ,estment returns, actuarial expe rience, and contributions, no increase in the employer conl/ibutiou ra te is forecast. 

January 1, 1998 saw the first employee contribution rate increase in over 20 years, when file rate went from 8.0%  to 9.5% . This 
increa se ensures that bolh the employee s arrd file employer will materially participate in providing for tile prope r funding of the 
benefits of the System . 

CPERS continues to make grea t strides toward decrea sing its unfmlded accrued  liability through a corabina tion of asset allocation 
anti cost sa ving m easures instituted by the Board of Trustee s. For 1998 an d 1997 respe ctively, th e funding ra tio of assets at market 
value to the pe nsion be nefit obligation was 93%  and 89% , as m easured  under GASB 5. 

CASH M ANA GEM ENT 

CPERS maan gcs in-house short-feral cash. This cash represents th e daily needs of the Retirement System, prinmrily for paying 
benefits to retirees, as well as uninvested  funds of the Retirem ent System 's m oney m anagers. Essentially, CPERS sweeps ea ch 
cash account and invests overdight in repurchase agreements after obtaining ttu-ee  competitive bids. CPERS receives U.S. 
Trea sury collateral valued at 102%  of th e funds being invested. The entire process is coordinated through 1/re custodian bank an d 
is governed  by a policy endorsed by fire investment consultant an d accepted by tile Board of Trustees. 

INVESTM ENTS 

The investments of tile Retirement System are governed by tile Statement of luvestulent Policies an d Objectives as shown on 
pages 50 th ruugh 58. Th e Retirement Board members lutve the fiduciary duty of overseeing the pension fund investments with in 
the guidelines of fire investruent po licy. One of file primary tools used by the Board to achieve ruaximum inveslment pe rformance 
is Ihat of asset allocation. W ith guidance  from its investment consultant, th e Board has adopted a policy, which includes 
inveslruenls in large and rni d-c, ap domestic equities, international equities, core fixed  income securities, and short-term cash. 
Charls showing the current an d target asset alloc alions are shown on pages 60 and 61. Contracts wilh two new money managers 
were executed in March of 1998, an d an overall readjustment of allocation was Completed, which set tire asset allocation to target 
levels. Additionally, a policy was adopted  by th e Board, whi ch auth orizes th e staff to rebalan ce th e investment allocation when 
predetermined trigger points ar e reached . This ensures llmt the asset nfix will never be overweighted  or underweighted in any 
asset class. At Decembe r 31, 1998 CPERS had investment n~ana gemenl contracts with five (5) money managers, whose individual 
perfonnances are measured agaiust selected indices. 

Investment return, net of investment fees, for 1998 was 13.6%  wi th th e three year and five year returu s be ing 13.7%  and 11.3%  
respectively. A detail of investment holdings is found on pages 62 th rough 67. 
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INDEPENDENT A UDIT 

Each year, independent auditors pe rform a fim ncial and compliance audit in accordance with genera lly accepted accounting 
principles, and Governn;entA uditing Standards. As part of th eir an dit, the intenml eonlrol structure of the Retirement System is 
evaluated. For th e 1998 annual audit, the auditors were KPM G LLP, Baton Rouge, Louisian a. 

AW ARDS 

The govermnent Finance Offi cers' Association of the United States an d Canada (GFOA) awarded a Certificate of Achievement for 
Excellence in Financial Reporting to th e City of Baton Rouge and Parish of East Baton Rouge Em ployees' Retire m ent System for 
its comprehensive annual finan cial report (CAFR) for the year ended  December 31, 1997. The Certifieate of Achievement is a 
prestigious nalional award recognizing conformance with th e highesl standards for preparation of a state and local governm ent 
firmucial reports. 

In order to be awarded a Cerlificate of Aehievemen~ a govenunent trail must publish an easily reada ble an d effieienlly organized 
com prehensive annual financial report, whose contents conform to program stan dards. The CAFR nm st satisfy both generally 
accepted accounting principles and applicable legal requirements. 

A Certificate of Achievement is valid for a pe riod of one year only. The City of Baton Rouge and Parish of East Baton Rouge 
Em ployees' Retirem ent System has received  this Certificate of Achievem ent in its first year of subm ission. W e be lieve our current 
report continues to eonfonu to fl~e Certificate of Achievem ent progran ~ requirem ents, and we are subm itting it to GFOA. 

ACK NOW LEDG EM ENTS 

1 would like to fl~ lk the staff of the Retirement Office for their diligent efforts toward makiug rids Comprehensive Annual 
Financial Repo rt (CAFR) the accurate and professional-looking document it is. M uch tedious work goes into the gathering of 
data, inpul and typing, proofing and assembly of ttus document, an d I am grateful for file time th e staff spent in its preparatiolL 
This is the second CAFR prepared  by tbe  Retirement Offi ce for submission to the GFOA, an d we ha ve every reason to believe th at 
we will be awarded our second Certificate of Achievem ent for Excellence in Filmneial Reporting. 

Also, I would like to express my gratitude to th e Retirement Board of Trustees for your continued  support of rite Retiremeut Office 
in our efforts to ca n3, out the desires of the Board. I appreciate the opportunity to work for a Board flint channels its efforts toward 
prudently matmging and protecting the assets of tile System, while providing every possible benefit to the employee s and retirees. 

Sincerely, 

Jeffrey R. Yales, CPA 
Retire ment Adm ialstrator 
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1998 
BOARD O F TRUSTEES 

Oiha L. Schofield 
Chairnmn of the Board 

Term : Appointed by M ayor-President 

Donald Ray Spillnmn 
Vice-Chairman & Fire Employees' Representative 

Term : 3/1/98 - 2/28/01 

Steve Lanclos 
Regular Employees' Representative 

Term : 1/1/96 - 12/31/98 

M ark W . Gamble 
Regular Employees' Representative 

Term : 5/15/97 - 5/14/00 

Cpl. Cory N. Reech 
Police Employees' Representative 

Term : 3/1/98 - 2/28/01 

M . Brian M ayers 
M etropolitan Council Representative 

Term : 3/2 8/96 - 3/27/99 

Joseph R. Toups 
M etropo litan Council Representative 

Term : 3/28/96 - 3/27/99 
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ADM INISTRATIVE STAFF 

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

Ann LeSage 
Administrative and Investment Coordinator 

Angela F. Gauthier, J.D ., C.P.A 

Benefits Manager 

Patty Appling 

Benefits Coordinator 

Gladys W illiam s 
,4dministrative Specialist 1 

Rebecca Saucier 
Senior Fiscal Specialist 

Russell P. Smith, C.P.A. 
,4 ccounting M anager 

Kyle Drago 
,4ccountant 11 

Phil M assey, Jr. 
,4 ecountant 11 
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ACTUARY 

PROFESSIONAL CONSULTANTS 

Stanley, Holcomb~ & Associates, Inc. 
Eight Pied mont Center, Suite 310 
3525 Pied mont Road, N.E. 
Atlanta. GA 30305 

AUDITO R 

KPM G LLP 
Certified Public Acco untants 
Bank One Centre - North 'rower 
451 Florida Blvd. -- Suite 1700 
Baton Rouge, LA 70801-1705 

INVESTM ENT CONSULTANT 

Sum m it Strategies Group 
7700 Bonhom me Avenue, Suite 300 
St. Louis, M O 63105 

LEGAL COUNSEL 

Law Offices of Randy P. Zinna 

8732 Quarters Lake Road 
Baton Rouge, LA 70809 

O F SPECIA L COUNSEL 

Robert D. K lausner, P.A. 
6565 Tall SWeet, Suite 200 
Hollyw ood, FL 33204 

Lawson & Fields, P.C. 
5323 Spring Valley Road, Suite 300 
Dallas, TX 75240 

M EDICAL EXAM INER 

D . J. Scimeca, Jr., M .D. 
Occupational Health Clinic 
Baton Rouge General Health 
3870 Convention Stree t 
Baton Rouge, LA 70806 

COM PUTER CONSULTANT 

Relational Systems Consultants 
P.O. Box 665 
St. M artinville, LA 70582 

DO M ESTIC FIX ED INCOM E 

Black_Rock Financial M anagement 
345 Park Avenue 
New York, NY 10154 

DOM ESTIC EQUITY 

Trinity Investment M anagement Corp. 
75 Park Plaza 
Boston, M A 02116 

Barelays Global Investors 
45 Fremont Stree t 
San Francisco, CA 94105 

G LOBAL FIX ED INCO M E 

State Stree t Global Advisors 
Two Intern ational Place 
Boston, M A 02110 

INTERNATIONAL EQUITY 

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

CUSTODIA N BANK 

Bank  One, Lo uisiana, N.A. 
P.O. Box 1511 
Baton Rouge, LA 70821-1511 
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ORG ANIZATIONAL CHA RT 

(See page 13 for specific information regarding investment professionals) 
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SUM M ARY OF 1998 LOCAL LEGISLATIVE CitANGES 

The following Plan of Governm ent am endm ent was adopted by the City-Parish M etropolitan Council during 1998. It was placed  
on an East Baton Rouge Parisb general election ballot, as required, and passed by a vote of th e people on November 3, 1998. 

SECTION 9.15 OF TIlE PlA N OF GOVERNM EAVT OF THE PARISIt OF FA ST BA TON ROUGE AND TIlE CITY OF 
BATON ROUGE W AS AM ENDED AS FOLLOW S: 

Tbe Parish and City are hereby authorized to establish and maintain, by ordinances and an lendm ents thereto, a Retirement 
System for all permanent full-time employees of the Parish, the City, mid of those agencies an d instnmlea talities of the 
Parish an d City as may be designated  by th e Council. Such ordinances and th e amendnlents th ereto sha ll provide for 
funding of th e Retirem ent System by m eans of contributions to a Pension Trust designated  by the Council, which 

contributions shall be made jointiy by the Parish, the City, the designated agencies and instrumentalities of the Parish and 
City, an d by all em ployee s req uired to enroll as  m embe rs of th e Retirem ent System . The contributions required  in such 
ordinances an d th e amendm ents th ereto shall be  in an  am ount sufficient to establish an actuarially sound reserve from 
which pe nsions shall be  paid. The Commi l shall annually appropriate such additiona l funds as may be req uired to umintain 
the Retirement System on an actuarially souud basis. Such ordinance s and the am endments thereto shall establish criteria 
for membe rsltip an d vesting in the Retirement System, an d shall provide for the accrual, form an d payment of benefits. 
Such ordina nces an d the am endm ents thereto shall provide further both for the administration of the Retirement System 
and for th e creation of a Retirem ent Board. Tbe Retirem ent Board sha ll adininister th e Retirement System as fiduciaries, 
an d sha U have custody of and invest th e assets of th e Pension Tnast. The Retirement Board sha ll be composed of seven 
pe rsous, one (1) of whom shall be  a membe r of the Retirement System employed in the City Police Department an d 
elec ted  by the m embe rs of th e Retirement System employed  as  Police Civil Service employees in th at Departur ent; one 
(1) of whom shall be  a membe r of the Retirement System employed  in the City Fire Department and elected by the 
membe rs of the Retirement System employed as Fire Civil Service employees in that Department; two (2) of whom shall 
be membe rs of the Retirement System employed other than as Police  an d Fire Civil Service employees, an d elected  by the 
membe rs of the Retirement System employed  other than  as Police and Fire Civil Service employees; one (1) of whom 
shall be  appo inted by the M ayor-President; an d the remaining two (2) of whom sha ll be appointed  by the Council. In the 
event th at all eligible em ployees of the City Police Departm ent are enrolled  into the M unicipa l Police Employees' 
Retirem ent System of Louisiana, th e position on th e Retirem ent Board reserv ed  to a Retirement System m ember 
employed in tha t Depar~uent sha ll be  revoked, an d the position sha ll be th ereafter occupied by a member of th e 
Retiremen t System employed  other tlmn in the M un icipa l Fire and Police Civil Service of lhe City Police and Fire 
Departments, and duly elected by th e membe rs of file Retirement System likewise employed other titan in rite M unicipal 
Fire and Police Civil Service  of th ose Departments. Similarly, in the event tha t all eligible employees of the City Fire 
Departmen t ar e enrolled  into the Firefigbters' Retirem ent System of Louisiaua , th e position on lhe Retirement Board 
reserved  to a Retirement System m ember employed in that Department shall also be revoked, an d th e position shall also 
be  th ereafter occupied by a m embe r of the Retirem ent System employed oth er titan in th e M unicipal Fire an d Police Civil 
Service of the City Police and Fire Departments, an d duly elected  by the membe rs of the Retirement System likewise 
employed  other titan in th e M unicipal Fire and Police  Civil Service  of those Departments. The Retiremeut System 
established pursuan t to tltis System sha ll constitute th e Employees' Retirem ent System for the City of Baton Rouge an d 
th e Parish of East Baton Rouge, a governmental plan  qualified un der th e Internal Revenue Code. The Council sha ll take 
no action, by ordinance , contra ct, resolution or oth erwise, whicb would adversely affect th e tax qualified status of th e 
Retirem ent System . Th e pe nsion rights an d benefits of em ployees enr olled as m embe rs of th e Retirement System sha ll be 
determi ned  in accordan ce with the provisions of the Plan  of Government, together with the provisions of the retirement 
ordinances enacted  under the authority of th is Section, that are in effect on th e date th at such employee s eurolled  as 
membe rs of th e Retirement System. Th e Coun cil shall not diminish or impair th ose rights an d benefits in an y way, nor 
shall th e Council im pair or diminish in an y way increa ses in th ose be nefits of additions to th ose rights m ade dur ing th e 
tenure of a membe rs employment. Subject only to this constraint, the Parish mid Cily may, at any time, by ordinances or 
amendiuents thereto: (a) amend, revise or otherwise alter lhe retirement nrdina nces for the purpose of defining the pension 
rights and be nefits of persons not yet enrolled as membe rs of the Retirement System; an d (b) enroll an y or all eligible 
police  and/or fire employee s into th e M unicipal Police Employees' Retirem ent System of Louisian a and/nr  th e 
Firefigbters' Retirement System of Louisiana . (As amended on November 3, 1998) 
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Introductory Section 

This revision of file Plan of Governm ent effee tively resulted in the following chan ges: 

~ Provided  permissive language, which wrauld al~,ow etiglhlc police and fire em ployees to enroll into th e M unicipal 
Police Em ployees' Retirement System of Louisiana or th e Firefighters' Retirement System of Louisiatta, 

respectively. 

~ Provided lan guage that expressly allows the City-Parish to alter retirem ent ordinances, which define pension benefits 

for employees not yet enrolled  in th e Retirement System . 

~ Pru tfibited th e M etro Council from diminishing or impairing rights and be nefits previously granted  the employee. 

~ Prolfibited th e M etro Council from taking an y action, which would adversely affect th e lax-qualified  status of the 

Retirement System . 

~ Deleted  th e requirement flint one member of th e Retirement Board of Trustees be  th e City..Parish Finance Director 
an d replaced Otis desigu ation wi th a M ayoral appo intee. 

~ Provided langu age wlfich, in the event police and/or fire civil service  employees enrolled  in th eir respective slatewide 
retirem ent systems, would replace their Board positions with, non police m~d fire civil se rvice employee positions. 
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SERVICE RETIREM ENT A LLOW ANCES 

PLAN SUM M ARY 

~ 25 years or m ore, any age, 3%  of average compensation for each year of service, m axim um 90%  of average compensa tion; 

~ 20 yea rs or m ore, but less than 25 yea rs, age 55, 2.5%  of avera ge compensation for ea ch yea r of service; 

~ 20 yea rs or more, but less than 25 yea rs, under age 55, 2.5%  of average compensation for ea ch yea r of service less a 3% 
pe nalty on the total retirement allowance  for ea ch year the m ember's age at retirement is under 55; 

~ 10 yea rs or more, but less titan 20 years, age 55, 2.5%  of average co mpensa tion for ea ch yea r of servic~e; and 

~ 10 yea rs or more, but less than 20 years, under ago 55, 2.5% of average compe nsation for ea ch yea r of serv ice  upon attaining 
age 55. 

OPTIO NAL RETIREM ENT ALLOW ANCES 

M ember may elect a reduced retirement allowance  an d designa te any pe rson to receive the balan ce  of his m ember 
co ntributions in th e event member dies before receiving retirement benefits exceeding the amount of his membe r contributions 
as of the date of his retirement. 

M embe r may elect a reduced retirement allowance an d designate na y pe rson to receive the sam e red uced retirem ent allowance 
for th e life of th e pe rson so designated . 

,. M ember Ina y elect a reduced retirement allowance an d designate an y pe rson to receive a form of be nefit certified  by the 
retirem ent system actuary to be  of equivalent actua rial value. 

DISABILITY RETIREM ENT ALLOW ANCES 

~ O rdinary disa bility, m inimum 10 years service required, m inimum 50%  of average compellsalion; additiona l 2.5%  of average 
com pensa tion for ea ch yea r of service in exce ss of 20 yea rs. 

Q Serv iee -connected  disability, no minimum se rv ice  requirement, minimum 50%  of average compensation; additional 1.5%  of 
average com pe nsation for each yea r of service in excess of 10 yea rs. 

SURVIVO R BENEFITS 

~ The surviving spouse  of a co ntributing m embe r eligible for retirement, or who has at least 20 yea rs of serv ice, receives an 
actuarially com puted  be nefit for life; or a refund of m embe r contributions. 

~ The surv iving spouse of a contributing member not eligible for retirement receives a moutlffy benefit of $600 for life or until 
remarriage, whichever occurs first; or a refund of m elnber contributions. 

The surv iving spouse  of a servi ce retiree receives a m onthly benefit of 50%  of the serv ice  retiree benefit for life, provided tlmt 
the surviving spouse was either (1) legally married  to the retiree on his date of service retirement or (2) legally married  to the 
retiree for at lea st 2 years prior to the retiree's death . 
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The surviving spouse of a DROP participant receives a m onthly benefit of 50%  of the DROP participant be nefit for life, 
provided that the surviving SlXmse was either (1) legally manied  to tile DROP participant on tile effective date of his DROP 
participation or (2) legally married to the DROP participant for a least 2 years prior to the DROP participant's death. 

The surv ivi ng spo use of a se rvice -connected disability retiree receives a monthly benefit of 50%  of the se rvice connec ted- 
disability retiree be nefit for life, provided  that the surviving spo use was either (1) legally married to the service-connected 
disability retiree on his date of serviee-conneeted disability retirement or (2) legally married  to file service-connected disability 
retiree for at least 2 years prior to the service-connected disability retiree's death. 

~ M inor clfild or children of contributing member receive a monthly benefit of $150 per child until age 18, maxilun m be nefit of 
$300 if survived by more than 2 children. 

DEFERRED RETIREM ENT OPTION PLAN (DROP) 

~ M ember m ust have not less than 25 nor more th an 30 years of service to be eligible. 

~ M axinm m period of participation is 5 years, or 32 years combined  service  and participation pe riod, whichever is less 

For DROP participants prior to July 1, 1991 who do not terminate employm ent at th e end of participation, interest earnings on 
the account are discontinued  until term ination of employment, an d no funds are payable from the acconnt until such 
termination. 

For DROP participants on or after July 1, 1991 who do not term inate em ployment at th e end of participatiolt, all interest 
ea rnings tlmt would ha ve be en cred ited  during participation are forfeited, an d all funds are immediately distributed  to tile 
m ember. 

RO LLO VER O F ELIG IBLE DISTRIBUTIO NS 

Certain distributions from DP, OP accounts are eligible for rollover to an individual retirement account (IRA), or other 
qualified  plan. 

,, Distributions based upo n life expe ctancy or for a specified  period of 10 yea rs or m ore ar e not eligible for rollover 
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Bank One Centre North Tower 

Suite 1700 
451 Florida Street 
Baton Rouge, LA 70801-1705 

M enther s of the Board of Tras lee s 
City of Baton Rouge and Parish of East Baton Rouge 
Employees' Retire ment System 

Baton Rouge, Louisian a 

OF~ FT 

W e have audited the accompanying statement of plan net assets of th e City of Baton Rouge an d Parish of East Baton Rouge 
Employees' Retirement System (the Retirement System), a component unit of tile City of Baton Rouge - Parish of East 
Baton Rouge, as of Decem ber 3 I, 1998 and 1997, and th e related statement of chan ges in plan  net assets for fl~e years then 
ended. These financial statements are the responsibility of the Retirement System's management. Our responsibility is to 
express an opinion on th ese finan cial statements based on our audit. 

W e conducted oar audits in accordance with generally accepted  auditing standar ds and Government Auditing Standards, 
issued by th e Comptroller of the United Stales. Those stan dards require that we plan and perform the audit to obtain 
reasona ble assurance  about wheth er the financial statem ents ar e free of m aterial m isstatement. An audit includes assessing 
th e accounting principles used and significan t estim ates made by m anagement, as  well as evaluating th e overall com po nent 
unit financial statement presentarion. W e believe that our audits provides a reasonable basis for our opinion. 

In our opinion, th e financial statcm ents referred to abo ve present fairly, in all m aterial respects, th e fina ncial position of tile 
Retirem ent System as of Dece mber 31, 1998 and 1997, and the changes in plan  net asse ts for th e yea r th en ended, in 
cmfformity with genera lly accepted accouiIting principles. 

In accordance with Government Auditing Standards, we have also issued our report dated April 27, 1998 on our 
consideration of tile Retirement System 's intern al control over fina ncial repo rting and our tests of its compliance with 
ce rtain provisions of laws, regulations, contracts and grants. 

The schedules of th e year 2000 information, funding progress, employer contributions, and notes to scbedules of trend 
information, respectively, are not a required  part of th e financial statem ents, but are supplementary informalion required by 
th e Govern mental Accounling Slan dards Board, and we did not audit and do not express an opinion on such information. 
We arc unable to apply certain of these limited procedures to the year 2000 ilfformation because of the nattlre of tile subject 
mailer underlying tile disclosure requirements and because sum ciently specific criteria regarding the mailers to be disclosed  
have not been established. In addition, we do not provide assurance that th e Retirement System is or will become year 
2000 com pliant, fltat th e Retirem ent System 's year 2000 remediation efforts will be successful in whole or in part, or that 
parties with wlfich th e Retirem ent Systeln does business are or will become year 2000 com pliant. W e ha ve applied  to th e 
schedules of funding progre ss, em ployer conlributions, an d notes to sched ules of trend information certain limited 
proc edures prescribed by professional standards, which consisled princip,'dly of inquiries of man agement regarding the 
methods of measurement and presenlation of the sched ules. 

The accompanying fitmncial information as listed in the Table of Contents as Suppo rting Schedules, on pages 43-45, is 
prese nted for purposes of additional ana lysis and is not a required part of tile general purpose finan cial statements of th e 

Retirement System. Such information has been subjected to the auditing procedures applied in the audit of the financial 
stateluea ts, and, in our opinion, is fairy slated in all m aterial re spects in re lation to th e financial slatem ea ls taken as a 
whole. 

April 27, 1999 
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Financial Section 

Receivables 

Asse ts 

Em ployer contributions 
Employee conlributions 
Interest and dividends 
Pending trades 
Other 

Total receivables 

Investments (at fair value): 
U.S. Government obligations 
Bonds - Dmnestic 
Bonds - Enltance d Index Fund 
Equity securities - Dom estic 
Equity sce urilies - lutem atio~tal 
Cash equivalents 

Total investm ents 

Land an d buildings at cost 
net of accum ulated depreciation 
of $509,848 and $458,393, respectively 

Total assets 

Liabilities 

Accounts payable 
Accrued expenses and benefits 
Pending trades pa yable 

Total liabilities 

CITY OF BATON ROUGE AND 
PARISH OF EAST BATON RO UG E 

EM PLO YEES' RETIREM ENT SYSTEM  

STATEM ENTS OF PLAN NET ASSETS 

AS O F DECEM BER 31, 1998 AND 1997 

Net assets be ld in tru st for pension benefits 
(a schedule of funding progress is presented on 
page 35) 

See accompanying notes to fiuancial statements. 

46,450 

1,091,190 
735,743 

1,258,028 
1,036,931 

6,682 

4,128,574 

38,049,404 
72,816,522 
118,563,819 
418,648,154 
99,113,587 
13,340,000 

1997 

112,855 

1,594,100 
827,151 

2,174,388 
2,951,973 

5,529 

7,553,141 

112,276,863 
3~664,823 
98,424,388 
318,334,961 
75,654,843 
34,556,049 

760,531,486 677,911,927 

923,gg2 976.673 

765,630,392 686,554,596 

240,121 
2.298.802 

__  
2,538~923 

209,657 
635,406 

4,111,641 

4.956.704 

$ 763,091,469 $ 681,597,892 
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Financial Section 

Additions: 
Contributions 
Employee 
Employer 

Total contributions 

nvestm cn[. |ncome 

CITY OF BATON ROUGE AND 
PARISH OF EAST BATO N RO UG E 

EM PLOYEES' RETIREM ENT SYSTEM  

STATEM ENTS O F CItA NGES IN PLAN NET ASSETS 

FO R TH E YEARS ENDED DECEM BER 31, 1998 AND 1997 

Net appreciation in fair value of investments 
Interest 
Dividends 
Real estate operating income, net 

Total investment incom e 
Less investment expenses 

Net invesllnenl, incom e 

Total additions 

Deductions: 
Benefit paym ents 
Refunds and withdrawals 
Adminislrative expe nses 

Total deductions 

Net increase 

Net assets held in trust 
for pe nsion benefits: 

Beginning of year 

End of year 

See accom panying notes to financial statements. 

1998 

$ 11,632,339 
20,120,542 

1997 

$ 9,645,590 
18,405,695 

31,752,881 28,051,285 

79,443,675 
8,836,503 
2,447,741 

90,727,919 
1.382.760 

89,345,159 

121,098,040 

37,095,474 
1.493,287 
1,015,699 

39,604,460 

86,711,576 
13,029,237 
2,363,622 
1,144,092 

103,248,527 
1,764,328 

101.484.199 

129,535,484 

44,787,560 
1,487,729 
1,020,585 

47,295,874 

81,493,580 82,239,610 

681,597,889 599,358,282 

$763,091,469 $681,597,892 
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CITY OF BATON ROUGE AND 
PARISH OF EAST BA TON ROUGE 

EM PLOYEES' RETIREM ENT SYSTEM  

NOTES TO TH E FINANCIAL STATEM ENTS 

(1) PLAN DESCRIPTION 

The City of Baton Rouge and Parish of East Baton Rouge, 
an agent multiple-employer pension plan (file Plan ). The 
the following participating governmental employers: 

Employees' Retirem ent System is th e administrator of 
Retirement System provides benefits to employee s of 

City of Baton Rouge and Parish of East Baton Rouge (City-Parish) 
District Attorn ey of the Nineteenth Judicial District 
Nineteenth Judicial D istrict Court 
t~ast Baton Rouge Parish Family Court 
East Baton Rouge Parish Juvenile Court 
St. George Fire Protection District 
Brownsfield Fire Protection District 
Central Fire Protec tion District 
East Baton Rouge Parish Fire Pr otection District No. 6 
F2astside Fire Protection District 
Easl Baton Rouge Rec reation an d Park Comufission (t~REC) 

The Retirement System is considered part of tile financial reporting entity of tile City of Baton Rouge and Parish 

of East Baton Rouge (the City-Parish) and is included as a pension trust fund component unit in the City's 
Comprehensive Annual Fina ncial Report. The accompan ying fina ncial statem ents reflec t tile activity of th e 
Retirem ent System . 

Under Governmental Accounting Stan dards Board (GASB) Statement No. 14, The Financial Reporting Entity 
(GASB 14),the defilfition of a repo rting eutity is based primarily on the concept offinancial accountability. In 
determining its com ponent unit status, the Retirem ent System considered  th e following: 

the Retirement System exists for the benefit of current an d former City-Parish employees who are 
members of the Retirement System ; 
four of th e seven Board m embers are elected by th e employees who participale in th e Plan, and 
the Retirement System is funded by the investment of contributions from the City-Parish an d 
member em ployers who are obligated to nmke th e contributions to th e Retirement System based 
upon actuarial valuations. 

The Retirement System iLself has no compo nent units as defined  under GASB 14 

The Retirement System was crea ted by The Plan  of Government an d is governed by a seven m ember Board of 
Tru stees. The Board is responsible for adininistering th e assets of the Retirement System and for makiug po licy 
decisions regarding investments. Four of the trustees are elected  members of the Retirement System . Two are 
elected  from non-po lice and fire departm ent employees, and one trustee eaeh is elected from the Police and Fire 
Departments. The remaining membership of th e Board consists of one m ember appointed by th e M ayor- 
President, and two m embe rs appo inted  by the M etropo litan Council. 

Any pe rson who becomes a regular  full-time employee  of one of the m ember em ployers becomes a member of 
th e Retirem ea t System as a condition of em ploym ent. Contractual employees m ay or m ay not become m embers, 
depending upon tile provisions of th eir respective contracts. 
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Financial Section 

(1) N D 

CITY O F BATON ROUG E AND 
PARISIt OF EAST BATON ROUGE 

EM PLOYEES' RETIREM ENT SYSTEM  

NO TES TO TH E FINANCIAL STATEM ENTS 

Substantially all full-time employees of the City-Parish, the Fire Protection Districts, and BREC are covered by 
tile Retirem ent System . "Ille Retirem ent System actuarially determ ines the contributions required  to fund file 
plan. The Retirement Syslem exists for th e sole benefit of current and former employees of th e various entities 
above who are mem bers of the Retirement System . 

At Decembe r 31, 1998 an d 1997, membe rship in the Retirement System consisted of: 
1998 1997 

Inactive: 
Retiree s an d beneficiaries currently 

receiviug be nefits 
Vested termina ted employees 
Deferred retirees 

Tolal ina ctive 

Active employees 
Fully vested  
Nonvesled  

Total active 

Total memberslup 

1,805 
28 
284 

1,722 
2,290 
4,012 

6~L129 

1,723 
27 
276 

1,680 
2,335 
4,015 

6.04J 

Retirees aud beneficiaries currently receiving benefits an d terminated employees entitled to benefits but not yet 
receiving th em consist of: 

Decem ber 31. 1998 

Regular 
BREC 
Police 
Fire 

Decembe r 31. 1997 

Regular 
BREC 
Police 
Fire 

Ina ctive 

1,211 
67 
414 
425 

Inactive 

1,145 
71 
398 
412 

2L~  

Active 
Vested  

991 
69 
338 
324 

_1~712 

A ctive 

_Nonvested 

1,689 
123 
237 
241 

~2_9_0 

Vested 

967 
71 
344 
298 

J6.~80 

Nonvesled 

1,735 
115 
229 
256 

Total 
Active 

2,680 
192 
575 

_ 565 

4~0L2 

Total 
Active 

2,702 
186 
573 

~ 554 
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(I) P 

CITY OF BATON RO UG E AND 
PARISH O F EAST BATON RO UG E 

EM PLOYEES' RETIREM ENT SYSTEM  

NO TES TO TH E FINA NCIAL STA TEM ENTS 

D 

An employee's benefit fights vest after the employee has been a membe r of the Retirement System for 10 years. 
Benefit payments are classified into two distinct categories: full retirement be nefits an d minimum eligibility 
be nefits. The service requirements and be nefits granted  for ea ch category are: 

1. Full retirem ent Ix:nefits: 
a 

b 
Granted with 25 years of serv ice, regardless of age. 
Defined as 3%  of average com pensation times tile number of yea rs of serv ice, 

2. M inimum eligibility benefits: 
a. Gran led  with 20 years of service regardless of age; or at age 55 wi th 10 yea rs of se rvice. 
b. Defined  as 2.5% of average compensation times the number of years of service. 

Avera ge com pe nsa tion is detem rioed  by tile highest average compe nsation in 36 successive m onth s. In th e case 
of interrupted service, the pe riods immed iately before and after the interruption may be joined to produce 36 
successive month s. The ce mputed be nefit amount is reduced by 3%  for each yea r below age 55, if service is less 
~ un  25 years. Benet'~ts paid to em ployee s shall not exceed 90%  of average com pensa tion. 

Pension provisions include both serv ice-connected  and ordinmy disability benefits. Under a serv ice-connected  
disability, th e disabled em ployee is entitled  to receive 50%  of average com pe nsa tion, plus an additional factor 
for each yea r of serv ice in excess of ten years. Under an ordinary disa bility, ten years of serv ice are required  to 
receive 50%  of average compensa tion or 2.5%  times the numbe r of yea rs of cred itable service, whichever is 
greater. Survivor be nefits are gran ted to qualifying surviving spouses of se rvice-connected disa bilities, however, 
disability benefits cea se at the death of th e disabled  employee under an  ordinary disability. 

Also included  in pension provisions are dea th be nefits whereby a qualifying spouse will receive 50 pe rcent of th e 
retired  employee's pension amount. A retiree may also purchase an  optional benefit for a spouse or oth er 
designated pe rson, which red uces/he monthly pe nsion benefit by an actuafially computed factor. Should an 
em ployee die be fore retirement, a qualif:~ing spouse m ay receive an actuarially com puted benefit based on th e 
employee's calculated be nefit, if eligible, or $600 per month plus $150 per month for each minor child (limited 
to $300) if the employee was uot eligible for be nefits at the time of death. 

Deferred  retirees (participants in the Deferred Retirement Option Plan (DROP)) are employee s who are eligible for 
retirement, bul ha ve chosen to continue employment for a maximmn of five years. Pension ammities arc fixed  for these 
employees, an d contributions ar e no longer m ade In tile Retirement System on th eir earnings. Benefits for th ese  
employees are placed  in a deferred reserve account until the deferred  retirement option pe riod elapses or until the 
em ployee discontinues em ploym ent. The am ounts held in DROP accounts as of Dee ember 31, 1998 and 1997 total 
$67,104,502 aud $60,163,822 respectively, an d are included  in plan  net assets. M embe rs nmintaining accounts in the 
DROP program as of Dece mber 31, 1998 mid 1997 were 666 an d 631, respec tively. 
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Financial Section 

(I) 

CITY OF BATON RO UGE AND 
PARISH OF EAST BATON ROUGE 

EM PLOYEES' RETIREM ENT SYSTEM  

NOTES TO TH E FINANCIAL STATEM ENTS 

N 

Contribution rates for each participating employer and its covered employees are established an d may be 
amended  by the Retirement System 's Board of Trustees, with approval by th e M etropolitan Council of the City- 
Parish. The co ntribution rates are determined based on the benefit structure established  by the Plan provisions. 
Plan members are required  to co ntribute 9.5% of their annum covered  salary for 1998. For 1997, members 
co ntributed  8.0%  of covered payroll. Participating employers ar e required  to contribute the remaining am ounts 
necessary to finance the coverage of th eir employees through periodic co ntributions at actuarially determined  
rates. Th e City-Parish provides annual contributions to the Plan  as required by the City-Parish Plan of 
Government, which requires th at th e Retirement System be funded on an  actuafially sound basis. 

Admi nistrative costs of th e Retirement System are financed through investment earnings. 

F SIG NI 

The Retirem ent System 's financial statements ar c prepared  on th e accrual basis of accounting. Contributions 
from rite participa ting entities an d th eir employees are recognized  as revenue in the period  in which employee s 
provide services to th e entity. Benefits and refunds are recognized when due and pa yable in accordance wi th the 
tenns of th e Plan . 

B. Estim ates 

The preparation of finan cial statements in conformity wi th generally accepted accounting principles req uires 
m anagement to m ake estimates and assumptions that affect the reported  am oun ts of assets and liabilities and 
disclosure of contingent assets and liabilities at th e date of the financial statements and the reported amounts of 
revenues an d expenses dining th e reporting period. Actual results could differ from those eslinm|es. 

C. Investm ents 

Section 9.15 of 7~e Plan Of Government Of The Parish Of East Baton Rouge And The City Of Baton Rouge 
auth orizes the Retirem ent Board to have custod y of, an d invest th e assets of the Pension Trust. As fiduciaries of 
ti~e Pension Trust, the Retirement 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 
doc um ent sets forth pe rm issible investments as follows: 

Equity Investments - com mon stocks, convertible be nds, preferred stocks 
Fixed Inco me Investments - bonds, mortgages an d mortgage-backed securities, asset-backed securities, 

cash-e.quivalent securities, m oney m arket funds, bank STIF and STEP 
funds, eq uity real estate (only under specific authorization) 

Additionally, rite Retironent System may authorize an agent to participate in securities lending tranm ctions on 
its bebalf. Investment in derivatives and reverse repurchase agreements ar e not spe cifically authorized  under the 
Retirement Board's investm ent policy, however, in th e case of com m ingled or m utual accounts, th e prospe ctus 
or Dec laration of Trust lakes prec ed ence  over th e investment po licy. 
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liTnancial Section 

CITY OF BATON RO UGE AND 
PARISH OF EAST BATON ROUGE 

EM PLOYEES' RETIREM ENT SYSTEM  

NO TES TO TH E FINANCIA L STATEM ENTS 

(2) SUM M ARY OF SIG]~ 

C. Investm ents. Contin 

The securities representing equity or fixed income in any one company shall not exceed 5%  of th e cost basis or 
7%  of th e market value of' any m anager's portfolio, however, th e direct debt of th e fed eraJ goverm nent shall not 
be restricted  as a percentage of th e po rtfolio. 

Investmenls are reported at fair value. Shorlqem l investments arc repo rled at cost, which approximates fair 
value. Securities Im ded  on a national or inlem ational exc}um ge ar e valued  at the last ropo rle~l sales price at 
current exchange rates. Investm ents that do not have an established  market are reported at estimated fair value 
as determined by file Retirement System 's investm ent co nsultant. 

No investm ents in any one organization represent 5%  or m ore of the net assets available for pension be nefits
. 

There art no investm ents in loans to, or leases with, parlies related to th e pension plan . Alth ough th e Board 
contracted with outside third party investm ent managers during 1998, final oversight rema ins with th e Board. 

Purchases an d sales of investm ents arc recorded  on a trade date basis. The Retirement System 's Stalement of 
Investment Policies an d Objectives prohibits the use of derivatives. During 1998 there were no securities 
lending arrangements in force  in actively m anaged  accounts. 

D. Pronertv and En.inm enl 

O) ND D 

All invcslments of tile Retirement System are registered  in the Retirement System's name
, or held by th e 

custodian bal~k or its interm ediaries in file Retirement System's name. 

Tile Retirement System 's po licy is th at securities underlying its repurchase agrce nlents must have a dollar value 
of at least 102%  of the cost of file repurclmse agreement. The Retirement System 's repurcba se agrec ments at 
Decembe r 31, 1998 and 1997, were fully collateralized. 
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(3) 

CITY OF BATON ROUGE AND 
PARISH O F EAST BATON RO UG E 

EM PLO YEES' RETIREM ENT SYSTEM  

NOTES TO TH E FINANCIAL STATEM ENTS 

The following table provides information about the market risks associated with the Retirement System's 
investments. Category 1 includes investments that are insured or registered  or for which th e securities are held 
by th e Retirement System or its agenl in the Plan's nmne. Category  2 includes uninsur ed and um'egislered 
investments for which the securities are held by th e broker or agent in th e Retirement System's name. Ca tegory 3 
includes uninsured  and unregistered  investm ents for which th e securities ar e held by th e broker or agent, but not 
in the Retirement System's nam e. The investm ents were as  follows at December 31, 1998 and 1997: 

Fixed lncmne: 

U.S. Treasury Bonds 
Corporate Bonds 
U.S. Agency Bonds 
U.S. Agency  Notes 
Corpo rate Stocks 
Repurchase 
Agreements 

Com m ercial 
Paper 

Total Categorized 
Corporate Stock 
Index Funds 

International Equity Fund 
Enhanced Bond 
Index Fund 

Total investlnents 

CATEGORY 
1 

$ 7,583,904 
72,816,522 
30,465,500 

101.568.415 

13,340,000 

2 3 
1998 FAIR 
VALUE 

$ 7,583,904 
72,816,522 
30,465,500 

101,568,415 

CATEGORY 1997 FAIR 
1 2 3 VALUE  

$ 37,371,073 
38,664,823 
49,694,250 
25,211,540 
179,281,239 

$ 37,371,073 
38,664,823 
49,694,250 
25,211,540 
179,281,239 

13,340,000 20,909,999 20,909,999 

13,646,050 13,646,050 

~225774~341 -- -- ~ _25,774,341 $364,778,974 35!6_4~778,974 

317,079,739 
99,113,587 

118,563,819 

$!60~  1.486 

139,053,722 
75,654,843 

98,424,388 

$677~911.927 

At December 31, 1998, litigation was still outstan ding regarding claims of retirement benefit additions relating to 
off-duty security services rendered  by members of th e City Police force. M anagement considers the plaintiffs' 
success possible; however, in the event of plaintiffs' success, both  employee and em ployer contributions wi ll 
offset some of th e benefits to be  paid by the Retirement System . 

~) 

In accordance with GASB No. 25, required  supplementary information is presented on pages 35 flurough 39 
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Required Supplementary Information 

Actuarial 
Valualion 
Date 

12/31/94 
12/31/95 
12/31/96 
12/31/97 
12/31/98 

CITY OF BATON ROUG E AND 
PARISH OF EAST BATO N RO UG E 

EM PLOYEES' RETIREM ENT SYSTEM  

REQUIRED SUPPLEM ENTARY INFORM ATION UNDER GASB STATEM ENT NO. 25 

SCHEDULE OF FUNDING PROGRESS 

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

$ 480,505,268 
551,301,959 
587,193,233 
635,463,896 
740,257,038 

$ 657,162,178 
718,277,070 
773,936,127 
811,977,242 
875,075,687 

Note: Only five years of actuarial data are available. 

See accompanying independent auditors' report. 

$ 176,656,910 
166,975,111 
186,742,894 
176,513,346 
134,818,649 

73.1%  
76.8%  
75.9%  
78.3%  
84.6%  

Annual 
Covered 
Payroll 

_  (c) 

$ 100,596,231 
104,601,384 
109,658,886 
114,102,750 
118,742,991 

UAAL as a 
pe rcentage of 
covered payroll 

175.6%  
159.6%  
170.3%  
154.7%  
113.5%  
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Required Supplementary Information 

CITY OF BATON RO UGE AND 
PARISH O F EAST BATON ROUG E 

EM PLO YEES' RETIREM ENT SYSTEM  

REQUIRED SUPPLEM ENTARY INFORM ATION UNDER GASB STATEM ENT NO. 25, CONTINUED 

Year Endegl 

2/3 
2/3 
2/ 3 
2/3 

/95 
/96 
/97 
/98 

SCIIEDULE O F EM PLOYER CONTRIBUTIONS 

Note: Only four years of data are available. 

See accom panying independent auditors' report. 

Annual 
Required 
Contribution 

$17,845,851 
17,773,028 
19,510,792 
17,967,514. 

Percentage 
Contributed 

80.0%  
91.3%  
94.3%  
112.0%  
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Required Supplementary Information 

CITY O F BATO N ROUG E AND 
PARISH O F EAST BATO N RO UG E 

EM PLO YEES' RETIREM ENT SYSTEM  

REQUIRED SUPPLEM ENTARY INFORM ATION UNDER GASB STATEM ENT NO. 25, CONTINUED 

NOTES TO TIlE SCItEDULES OF TREND INFORM ATION 

The infortua tion presented above was determined as part of the actuarial valuation at the date indicated. Additional information as 
of the latest actua rial valua tion follows: 

Valua tion date 

Actuarial cost method 

Aalortization m ethod  

Rem aining amortization period 

Asset valuation m ethod 

Acluarial assumptions: 
Investm ent rate of return 

Projected salary increases 
Aggregate payroll gr owth 

* compounded  annually and including il~lation of 4%  

See accompanying independent auditors' report 

Decennber 31. 1998 

Entry  Age Nonua l Actuarial Cost 
M ethod with Unfunded  Actuarial 
Accrued Liability 

Increasing 4~/dyear for first 
15 years and level percenl for 
next 15 years - closed. 

26 years 

M arket value as of January 1, 1996. 

Beginning January 1, 1997, adjusted 
m arket value with 20%  unrealized 
gains (losses) recognized ea ch year 

8.0% * 
4.0% * plus Iongevityhnerit 
6.0% * 
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CITY OF BATON ROUGE AND 
PA RISH O F EAST BA TON RO UG E 

EM PLO YEES' RETIREM ENT SYSTEM  

REQUIRED SUPPLEM ENTARY INFORM ATION UNDER GASB STATEM ENT NO. 25, CONTINUED 

YEAR 2000 ISSUE 

In October, 1998, the Governmental Accounting Standards Board (GASB) issued GASE Technical Bulletin No. 
98-1, in which file Year 2000 date problem was identified as affecting a wide range of govem ra cntal activities 
that could have a significant impact on an cntity's future financial resources. Responding to this concern, GASB 
has direc ted governmental entities to disc lose information regarding file general description of tile Year 2000 
issue as it relates to th eir organization, the resources comm itted  to resolving file Year 2000 problem , an d the 
stage or stages th e organization is at in resolving this problem . Disclosure of th is infonaation is required  for 
finan cial statements with an  effective issue da te after October 31, 1998 an d terminates for financial statements 
for pe riods ending after December 31, ] 999. 

GASB has identified four stages nec essary in order to implement a Year 2000 compliant system 

Awareness Stage -. In Otis stage, an organization establishes a budget an d a project plan for addressing tile Year 
2000 issue. This may include formulation of major tasks and target dates for accomplishing these tasks. 

The Retirement System participated in seminars, coordinated through the hdbrmation Services division of th e 
City-Parish Government, which detailed  the Year 2000 problem as  it relates to governraental entities. Further 
information was disseminated through the City-Parish M etronet, an  intranet-type ild'ormation source. Through  
th ese sources, th e Retirement System was provided  wi th m any of file references and resources needed to 
sa lisfaclorily complele the awareness stage as outlined by GASB. 

Assessm ent Stage - This stage involves tile identification of system s and components of systems. During th is 
stage, an organizalion m ay specifically identify m ission-critica l system s and equipm ent critical to conducting its 
operations. 

W orking wi th Information Services, the Retirement System identified all hardware potentially affected, in order 
to assess th e level of com plian ce. Also, m ission-critical functions such as processing of retirem ent payroll 
checks, an d transm ission of electronic funds transfers were identified . 

Reraediation Stage - During th is stage, the organization actually makes changes to systems as necessary. Non- 
cmnpliant systems, both hardware an d software, are converted or migration to complian t sy stems lakes place. 

The Retirement System 's rem ediation stage is currently in progress, having updated som e of the System 's 
ha rdware and so ftware. ')'he System 's inf orraation sy stems consultant ha s been contracted to review, assess, an d 
make cl~ lges as needed to an y proprietary software programs used in file employee and retiree databases. 
Requests Itave been sent to all System consultants asking for written evaluations of their awareness, assessment, 
an d remediation progr ess regarding this issue. 

In th is stage, the organization validates an d tests an y changes made during the 
conversion process. Test da ta is processed  and th e results revi ewed. Should problem areas arise, corrections are 
made an d the da ta retested. 

The Retirement System ha s a target da te of July l, 1999 for testing th e compliance of its da tabase operations 
(e.g. retirement pa yroll check processing, electronic funds transfers, uploading of employee payroll data). 
Because the System is in the process of purchasing a new data server, th e testing can be performed on the old 
server while the new serv er continues to run th e System 's applications. The need  for testing of personal 
computers los been ra in/n~ized by the purcha se and replacement of se veral PCs during tile currco t year. 
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Required Supplementary Information 

CITY O F BATO N ROUG E A ND 
PARISH O F EAST BATO N RO UG E 

EM PLO YEES' RETIREM ENT SYSTEM  

REQUIRED SUPPLEM ENTARY INFORM ATION UNDER GASB STATEM ENT NO. 25, CONTINUED 

YEAR 2000 ISSUE, CONTINUED 

The Retirement System has committed significant funds toward meeting the nee ds created  by the Year 2000 
issue. In an effort to m ee t all requirem ents in a tim ely m anner, funds were budgeted for the purchase of 
replacement computer equipment and software, and a co ntract was entered  into with the System 's computer 
co nsuRan t in the amonn t of $22,200. 

See acco mpan ying independent auditors' report. 
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Supporting Schedules 

Salaries 

SCHEDULES OF ADM INISTRATIV E EXPENSES 
FOR THE YEARS ENDED DECEM BER 31, 1998 AND 1997 

Salaries - regular 
Other compensation - student labor 
Other co mpe nsation - auto allowance 
Related benefits 

Total salaries 

Travel and training expenses 

1998 

$ 349,839 
13,705 
4,966 
82,892 

451,402 

27,650 

Ope rating services: 
Dues an d m earbe rships 2,952 
Utilities 14,206 
Custodial an d exterm ination 8,491 
Printing and binding 8,626 
Telephone 9,901 
Postage 12,013 
Insurance 5,717 
Rentals - office equipment 35,758 
Repairs and maintenance  - buildings 19,692 
Repairs and maiutenance  - offi ce equipment 7,119 

Supplies 

Total ope rating services 

Professional service s: 
Accounting an d auditing 
Legal 
Actuarial 
Other professional 

Total professional services 

Depreciation expense 

Capilal outlay 

Other revenues 

Total administrative expenses 

124,475 

17,448 

8,580 
138,712 
119,068 
1036,fi~3.~ 

369~995 

52,792 

15,726 

(43,789) 

$1.015.699 

1997 

$ 396,814 
5,719 
4,708 
86,91g 

494,159 

19,234 

2,206 
14,489 
8,065 
8,505 
5,491 
14,451 
5,372 
28,557 
46,051 

143,039 

34,683 

8,000 
109,869 
111,154 
6L2~959 

294,982 

55,700 

51~A48 

(26,360) 

$1,020,585 
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Supporting Schedules 

SCH EDULES OF INVESTM ENT EXPENSES 
FOR THE YEARS ENDED DECEM BER 31, 1998 AND 1997 

Fixed incom e: 
U. S. Govem raent obligations 

and other bonds - Domestic 
Bonds - Erdmnced  Index Fund 

Total fixed  income 

Equity securities: 
Equity se curities - D omestic 
Equity securities - International 

Total equity securities 

Real estale inveslm enl lrusl 

Custodian fees 

Advisor fees 

Total investm enl expenses 

1998 1997 

$ 278,607 
77,866 

356,473 

340,981 
481,126 

$ 252,958 
_  5G357 

309,315 

837,163 
377,074 

822,107 .~1214,237 

-  71,125 

94,180 

110,000 

59 651 

110,000 

$1.764.328 
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Supporting Schedules 

Accounting and auditing 
Auditors: 

KPM G LLP 

SCIIEDULES O F PAYM ENTS TO CO NSULTANTS 
FOR TH E YEARS ENDED DECEM BER 31, 1998 AND 1997 

Legal 
Legal Counsel - 

Law Offices of Randy P. Zinna 

Of Special Counsel: 
Robert D . Klausner, P.A. 
Lawson & Fields, P.C. 

Actuarial 
Acluary - 

Steadey, Holcombe & Associates, Inc 

()filer professionals: 
M edical Exam iner 

D . J. Scim eca, Jr., M .D 

Com puler Consullant 
Relational System s Consultants 

Graphics and Editorial Consultant 
JoAnne M cM ullen 

Total 

A schedule of brokerage com m issions paid is shown on page 70 

1997 

$ 8,580 $ 8,000 

138.712 

119.068 

103,635 

109.869 

111,154 

65,959 

CtTy-Parish Employees'Retirement System 4.5 



Supporting Schedules 

TH IS PAG E INTENTIO NALLY LEFT BLANK 

46 City-Parish Employees' Retirement System 



.Y. ~i,f 

Ivestment secti!i~ 

of Baton 

~pz
.oye 

0  



 



Sum m it Strategies" Group 
7700 Bonhomme Ave 

Suite 300 
St Louis, M O 63105 

3t4 727 7011 M arch 23, ]999 
314 727 G068 Fax 

Board of Trustees 
City of Baton Rouge and Parisb of East Baton Rouge Em ployees' Retirem ent System 
P.O . Box 1471 
Baton Rouge, LA 70821 

As 1 review tile letter 1 sent on tile sam e day last year, 1 realize that the investm ent story has not changed 
um ch for 1998 versus 1997. The investm ent m arkets, especially tile U .S. stock m arket, weie very good to 
investors, including CPERS. The investment gains for the total portfolio were over $93 m illion in 1998. 
Coupled with the 1997 iuvestment gain of $102 m illion, tile iuvestment portfolio has generated over 
$195 m illion in the last two years. 

Tile investm ent return for calendar year 1998 was 13.8% , w hicb ranked in tile 41't perceatilc in tl~e 
Independent Consultants Cooperative Public Pension Plan Universe. This m eans tile CPERS' portfolio 
did better that almost 60%  of the pension flmds in our sam ple. All perform ance has been calculated in 
com pliance w ith tile A IM R pcrform ance presentation standards. 

As you m ay recall flom last year's letter, 1998 saw the final cbanges put into place in w bat was a long, 
com prchensive review of the entire portfolio. Tile percentage oftbc fund invested in com m on stocks was 
increased to 65%  of assets along w ith greater diversification into sm all cap and overseas m arkets. Thc 
boud portfolio was restructurcd 1o reduce tile fund's exposure to interest rate sw illgs. O verall, tile nun]her 
of m anagers w as [educed over the collrsc of the 15-m onth review from ten to five. W hile the assets 
rem ain prudently diversificd, the stream lining in tile num ber of m anagers has also reduced the cost of 
these serviccs to tile System by over half, which at these asset levels is close to $1,000,000 per year 
slaying in the Systcm . 

At tile time of im plem entaliou, tile Trustees, Staff and Sum m it were certainly cognizant of the ever- 
iucreasiug valuation of the m arket. Ill spite of our well-founded concert]s, tile m arkets kept goiug up in 
1998. I~ut did they? W hile very large U .S. growth stocks like M icrosoft, Dell and W aI-M art had a 
wonderfid year, the truth is m ost stocks bad lackluster or disappointing returns for tbe year. And so while 
tile evening new s reported great stock m arket returns, the reality is tbat only a very few stocks did 
extrem ely w ell. In fact, tile average sm all U .S. stock w as down over -10% . This type of m arket m akes it 
difficult for a well-diversified portfolio with a conservative stock program like CPF, RS (the empbasis is 
oil value stocks) to perform well. Yet CPI';RS performed well on both an absolute and relative basis. 

In this light, 1998 shines as an exam ple of the prudence of the stream liued structure and slraighlforward 
implementation program that the Board bas adopted and tbe Staff shepherds on a daily basis. Thank you 
for tile opportunity to continue to serve you. 

Sincerel
,y.,~ j->,@ ~  

A~fepbe6 1~ 1 tohlh~s, CFA 
President 
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Investment Section 

STATEM ENT O F 

STATEM ENT O F INVESTM ENT POLICIES AND OBJECTIV ES 

Purpose 

This docum ent shall serve as tire official policy 
regarding the investm ent practices of tile 
Em ployees' Retirem ent System of th e City of 
Eaton Rouge an d Parish of East Baton Rouge (the 
"System"). The po licies in this document have 
been adopted by the Board of Trustees, who have 
the fiduciary duty of overseeing th e pension fund 
investm ents. The policies ar e not to be deviated 
from by any responsible party without th e written 
pe rmission of th e Boar d of Trustee s. All previ ous 

System objectives and policies are superseded by 
th is document. Any revi sions to tiffs docum ent 
will be promptly supplied  to the appropriate 
parties in writteu formal. 

Th e purpose of th e Fund is to ace mnulate th e 
financial reserv es necessary to provide for th e 
retirem ent or pe nsioning of tile officers and 
em ployees and th e wi dows and children of 
deceased offi cers an d em ployees of tile City of 
Baton Rouge an d Parish of East Baton Rouge. 
Given lifts purpose, tile System's liquidity 
requirement, an d file source and pred ictability of 
contributions, tile Board elec ts to assume normal 
pension fund risk in pursuing an  investm ent 

program . 

The Trustees, wi th help from rite investment 
consultan t, wi ll use th e Fan d's asset allocation as 
the primary tool to achieve this goal. As th is is a 
long-term projection an d iuvestments are subject 
to shorl-term volatility, tile ma in investm ent 
review focus of th e Tru stees will be towards th e 
Total Fuud versus its absolnte and relative tar gets, 
each asset segment's composite pe rformance 
versus appropriate m arket benclunarks, an d each 
money m anager's pe rforman ce versus a spe cified 
asset class style be nchmark an d style peer 
comparisons over relevant time pe riods. Each 
manager is expected  to maintain a consistent 
philosophy and style, perforu l well versus others 
utilizing th e sa me style, an d add incremental 
value after costs. 

Tile Fund is a pe lmauent one. 

Ti ~e benefit obliga{ious of the Pension Plan m as t 
be  met on a timely and regular basis. 

For at lea st th e next five yea rs, th ere is no expectation 
of need for significant liquidity from tire Fund's 
po rtfolio. 

Ti le Fund shall be considered  a total returu  fund, with 
appropriate recognition given to both car reut inco me 
an d capital appreciation. Taxes shall not be a 
consideration. As such, market value wi ll be  tile only 
relevant basis for investment value. 

In the long run, ownership (eq uity investment) is a 
pru dent investment vehicle for preserv ation of real 
values. The purpose of fixed  incom e investm ents is 
to protec t th e principal an d provide a m ea sure of 
stability to the portfolio. 

As a long-lerm fund with a com m innent to fimdiug 
th e full benefits of tile participants, cash flow 
considerations shall take precedence over th e liability 
stremn when considering overall asset alloc ation of 
fund assets. 

Th ere are several parties acting as fiduciaries 
regarding the investment program for tile Fun d. Ti lts 
docmnent will set out spe cific duties and 
responsibilities for tile investmeut-related parties as 
th ey carry out th eir specific roles towards acbieving 

tile objectives of the Fun d. 

NT RESPON 

Ti le Board of Tru slce s ha s tile fiduciary respo nsibility 
for maltaging tile investm ent process. In fulfilling 
th is responsibility, tile Board will establish and 
maintain investment policies and objectives. W ithin 
th is framework, tile Board will select, m onitor, and 
evaluate tile investm ent consullant, investlneul 
managers, bank custodian, and other parties to eosure 
that actual results meet objectives. 

Investm ent Consultan 

The investment consultanfs duty is to work with tire 
Board to m anage th e invcstm eut proc ess. This 
includes m eeting regularly vdth th e Board to provide 
pe rspe ctive as to tile Fund's goals, stru cture, an d the 
investment ntanagemenl team , as well as th e progress 
be ing made in fulfilling each. Ti le consultant will 
work with th e Board to develop and m aintain a 
properly diversified  portfolio. 
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IlL 

STATEM ENT OF INVESTM ENT POLICIES AND OBJECTIVES (Continued) 

Fund allocation and performance will be regularly 
reviewed and reco m m endations wi ll be  m ade as 
appropriate. The consullm lt will assist the Board 
in th e area of investra ent manager selection, when 
needed, and will promptly inform the Board an d 
discuss file impact of m aterial chan ges taking 
place wi thin any current manager's organization 
an d/or investm ent process. W ithin this process, 
th e investment eonsullmll assumes fiduciary 
responsibility for advicx~ given regarding the 
nmnagement of the investm ent process. 

The investm ent managers wi ll eonstm ct an d 
mana ge investm ent portfolios consistent with the 
investment philosophy and disciplines they were 
hired to implem ent and which are specified in lids 
doc ument. They will select specific securities, 
buy and sell such securities, an d mod ify th e asset 
m ix with in th e guidelines. The Board also 
be lieves th at investment decisions ar e be st nmde 
when not restricted  by exce ssive procedure. 
Th erefore, full discretion is delegated to th e 
investment nmnagers to carry  out th e investm ent 
ofth eir po rtfolios within stated  guidelines. They 
will also allocate brokerage com missions an d use 
only acceptable investm ent vehicles as defined in 
th is statem ent. 

The bank custodian(s) will hold all cash an d 
securities, and will regularly summar ize these 
holdings for the Tru slees' review. In addilion, a 
bank  or trust depository arrangem ent wi ll be 
utilized to accept and hold cash prior to allocating 
it to the investment m anager, an d to invest such 
cash in liquid, interest-be aring instruments. 

ND 

An investm ent fiduciary is defined  as a person 
who exercises discretionary authority or control 
in tile investment of the assets of the Employees' 
Retirement System of the City of Baton Rouge 
and Parisl~ of East Baton Rouge (the "System") or 
who renders, for a fee, advice for the System, 
including, bat not lim ited  to, th e members of th e 
Board of Tru stees, the Retirement System slaff, 
th e investment consaltanl, investment managers 
and bank custod ian. 

An investm ent fiduciary shall dischar ge his or her 
duties in th e interest of th e participants in file 
System aod  their be neficiaries an d shall: 

1. Act wi th th e sam e care, skill, prudence, and 
diligence  under th e circum stan ce s th en 
prevailing that a prudent person acting in a 
similar capa city and familiar with th ose matters 
would use in th e conduct of a sim ilar enterprise 
wi th similar aim s; 

2. Act with due regard for the management, 
reputation an d stability of tile issuer an d the 
character of the particular investm ents be ing 
considered; 

3. M ake investm ents for th e sole purpose of 
providing be nefits to participa nts an d 
participan ts' beneficiaries, aald of defraying 
rea sonable expe nses of investing th e asse ts of the 
System ; and 

4. Give appropriate consideration to th ose facts and 
circumstan ces tha ! tile investment fiduciary 
knows or should Iolow are relevant to tile 
particular  investm ent or investm ent course of 
action involved, including the role which th e 
investment or investm ent course of action plays 
in th at po rtion of the investm ents for which file 
investment fiduciary has respo nsibility. For 
purposes of th is subdivision, "appropriate 
consideration" slmll include, but is not 
necessarily lim ited to, a deternfination by th e 
investment fiduciary that a particular investm ent 
or investment course of action is rea sonably 
designed, as pa rt of tile investments of th e 
System , to further the purposes of th e System , 
taking into consideration the risk of loss and the 
oppo rtunity for gain or other return assoc ialed 
wi th th e investment or investm ent course of 
action; and consideration of th e following faclors 
as th ey relate to file investm ent or investm ent 
course of action: 

(a) 

Co) 

(c) 

th e diversification of the investments of 
th e System ; 
the liquidity an d current return of th e 
investm ent of th e System relative to the 
anticipated cash flow requirements of th e 
System ; an d 

the projected return of the investments of 
th e System relative to the funding 
objectives of the System. 

IV. PERM ISSIBLE INVESTM ENTS 

Listed below are Ihe investm ent vehicles specifically 
peru fitled  currently under this Statement of 
Investment Policies an d Objectives. Th ey are 
categorized as equity or fixed incom e to indicate how 
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th ey are classified for pun'poses of the asset-m ix 
guidelines in a subsequenl section. Unless given 
authorization in writing, nmnagers are allowed  to 
invest only in the security types listed below for 
the asset class for which th ey have been hired. 

Equities 
~ Common Stocks 
~ Convertible Bonds 
~ Preferred  Stoc ks 

Fixed Incom e 
~ Bonds 
~ M ortgages and M ortgage-Backed Securities 
~ Asset-Backed Sec urities 
~ Cash-Equivalent Securities 
~ M oney M arket Funds, Bar, k STIF an d STEP 

Funds 
~ Equity Real Estate (only under specific 

authorization) 

1. The above assets can be held in com m ingled 
(mutual) funds as well as privalely man aged 
se parate aec onnts. If held in a com m ingled  
account or m utual fire d, the prospectus or 
Dec lamfion of Trust takes prec ed ence over 
this dec mnent. 

2. Privale placement bo nds are not perm itted . 
144a securities are allowable. 

3. Investm ents may not be  nmde in any 
investment tlmt is prolfibited  by the lntem al 
Revenue Service, the Department of Labor or 
statulory restrictions. 

4. For purpose s of dcfinition, cash equivalent 
securities ar e any fixed  income investm ent 
with less til l one yea r Co maturity or reset 
dale. 

5. The securities representing debt and equity of 
an y one com pany shall nnt exceed 5%  of the 
cost basis or 7%  of the m arket value of any 
managers' portfolio except for direct 
obligations of th e U.S. government an d its 
agencies. Portfolio concentration limits 
apply to all mortgage-backed , asset-backed, 
and corporate securities. 

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

International eq uity m anagers m ay invest in 
depository receipts as long as th e underlying 
security is permissible within these guidelines 
and tile investm ent does not expose file Fund 1o 
an y grea ter risk than the risk from holding the 
underlying security. Domestic eq uity managers 
ar e allowed  to invest in dollar-dea om ina ted, SEC 
registered flock of foreign domi ciled  europa]ties 
traded  on the NY SE, AM EX, or OTC m arkets. 
Concentration restrictions for th e abo ve 
securities are the same as for any other se curity. 

INVESTM ENT PORTFOLIOS 

V. G ENERAL FIX ED INCO M E PORTFO LIO 

The portfolio will be invested exclusively in publicly 
traded fixed iucom e sec urities, as described un  th e 
previous page under "Permissible Investments". 
Securities ar e not allowed  th at use any form of 
leverage, or in wluch interest or principal position is 
tied to an ything not spe cifically allowed  in these 
guidelines. 

The diversification of the fixed income securities 
held in th e portfolio am ong sec tors and issuers is the 
responsibility of the iuvestm ent m anager. No single 
company's securities slmll represent m ore than 5%  of 
the cost basis or 7%  of th e nmrket value of any 
manager's portfolio. (Tkis does not apply to 
obligations of the U.S. Government or its agencies). 

144(a) securities slmll be limited to no more than 5% 
of the po rtfolio at market value of any m anager's 
portfolio. 

Fixed incom e securities shall not be rated less than 
Ban3 or its equivalent by a nationa lly-rec ognized 
rating agency (S&P or M oody's) nnless specific 
permission is granted to a manager. Issues rated 
AAA or AA3 an d its equivalea t by S&P or M oody's 
may Imve a 5%  po sition al cost and 7%  at market 
value. Issues rated  AA3 or its equivalent by S&P or 
M oody's may have a 2%  position at cost or 3% at 
market value. Split-rated securities in which one 
rating is be low investm ent gra de shall not comprise 
more titan 5%  of th e market value of an y mana ger's 
portfolio nnless specific auth ority has been granted. 
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The ratings issue does not apply to direct 
obligations of th e U.S. Government and its 
agencies. 

If specific tmaua gers are given international 
flexibility, tile sam e quality restrictions apply. 

M oney m arket inslrulnellts shall have a minimum 
quality rating com parable to an A- bond rating 
an d com mercial paper slkall be ra ted A I/PI unless 
held in a diverstfied short-term commingled  fund. 

Unless specific authority has been granted, in the 
event of a bo nd's downgrade below BAA- or its 
equivalent (excluding split-rate securities 
discussed abo ve), the Board sha ll be  notified in 
writing and th e m armger sludl include a 
rec om m ended course of action in response to the 
event in the way it deem s m ost prudent for th e 
Fund in the long term . 

Primary emphasis is to be placed  on relative rates 
of retun~. Over a market cycle (usually 3-5 VL 
years), tbe  following are the performance 
expe ctations for Ihe portfolio: 

,, The total return of the fixed inco me segment 
of the fund sbo uld rank above median  
pe rfonnance in a urtiverse of mana ged fixed  
income po rtfolios. 

~ The total return of th e fixed  income 
compo site should exceed, after fee s, the 
return of th e Lcha aan Broth ers Aggregate 
Bond Index. 

~ Passive fixed inco me in vestment products arc 
expe cted to eqna l th e return of the underlying 
index gr oss of fee s. 

EO UI.TY REt.L ESTA.'I'E 

The term "eq uity" real estate refers to rite direct 
ownership of tangible properties as compar ed  to a 
m ortgage loan . W hile eq uity is in th e asset class 
lille, th e equity rea l estate po rtion of the fund 
shall be  considered  a fixed income instrum ent for 
broad asset allocation purposes be cause its 
primary chamclerislics of stable cash flows as the 
prinmry return componeut, low volatility, an d low 
correlation to the other major asset classes are 
substantially m ore like fixed income dmn equity. 
The po rlion of tlle fund ilwested in equity real 
estate shall be  held in commingled fan d(s). As 

such, die prospectus or Declaration of Trust 
governing th e fund m ust supe rsede an y docuntent 
such as th is Policy . The 13oard slmll employ real 
estate nmnagers whose investment style, 
diversification targets, an d risk posture as described  
in th eir prospectus or Declar ation of Tru st shall 
closely approxim ate th ose of th e System . 

Prim ary empl~agts is to be  placed on relative rates of 
return. Ov er a market cycle (usually 3-5 years), the 
following are the po fforman ce expectations for the 
po rtfolio: 

~ The total retum  of the equity rea l estate portion 
of the fund should rank above m edian  
pe rform an ce in a un iverse of m aua ged eq uity 
real estate portfolios. 

~ The total return  of the equity rea l estate 
com posite should exceed, after fees, the return of 
the NCREIF Prope rty Index. 

Th e portfolios will be invested in publicly traded 
marketable securities. Restricted or letter stock etc., 
is not pe nnilted. 

The diversification of the equity securities held in rite 
portfolio am ong sectors and issuers is th e 
respo nsibility of the investment m alinger. NO single 
company's securities sha U represent more thau 5% of 
the cost basis or 7%  of the m ar kel value of any 
mana ger's portfolio. 

The most impo rtan t fealure an y individual nranagcr 
brings to a malti-nmnager po rtfolio is style 
adherence. Quarterly, fundamenlal portfolio 
characteristics an d style benchm ark comparisons will 
be m onitored for adheran ce to a nmnager's identified  
style. 

Perform ance O bjective 

Primary emphasis is to be placed on relative rates of 
return after fees. Ov er a nmrket cycle (usually 3-5 
years), the following are the perfotanan ce 
expectations for each portfolio: 
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~ Passive investment vehicles are expected to 
match tile return of their respective 
benclm mrks gross of tbcs. 

~ The total return of th e domestic equity 
segm ent of the total fund should rank above 
median in a universe of equity style peers. 

~ The total return of the domestic eq uity 
com posite should exceed, after fees, tile total 
return of tile Russell 3000 Index, and rank 
above m edian in a mriverse of eq uity style 
peers. 

VIL RESPONSI 

Tile duties and respo nsibilities of each investment 
m anager appo inted to manage the Fund's assets 
are: 

~ M anaging th e assets in acco rdan ce with the 
statutory requirem enls, policy guidelines, an d 

objectives expressed herein. No deviation is 
pern titted unless th e ability to do so is given 
in a separate written agr eem ent. 

~ Prom ptly inform ing the Board regarding all 
significan t nmtters pertaining to th e 
investment of the assets. The Board should 
be kept apprised of major changes in 
investment strate~ ,, portfolio structure, 
market value of tile assets, and other matters 
affecting th e investment of the assets. The 
Board should also be informed promptly of 
any sign ifican! chan ges in th e ownership, 
affiliation, organ izational strn cta re, financial 
condition, or professional personnel staffing 
of the investm ent managem ent organ ization. 

~ Ini tiating wrillen co m m uni cation with th e 
Board whenever th e investm ent manager 
believes that this Statem ent of Investm ent 
Policies and Objectives should be altered. 
No deviation from gindelines an d objectives 
shall occur prior to receiving written 
permission from th e Board. 

Each investment manager shall keep accurate 
records as to the voting of proxies and shall 
provide inform ation front such records to the 
Board upo n request of tbe  Board. Each 
investment maua ger shall annually report to th e 
Board in writing as to actions taken with regard 
to proxy voting issues. 

Th e System has identified spec ific comm ission 
targets that it considers tar gets that its eq uity 
m anagers should strive to achieve as part of their 
efforts to prudently mana ge trading costs. It is 
tile manager's respe nsibility to m ee t or exceed 
th e co m m ission reduction targets or to provide 
an annual lefler explaining why il was not in file 
System's best interests to achieve th ese targets. 

VIIL TO TAL PENSION FUND INVESTM ENT 

Both relative an d absolute results wi ll be  considered 
in th e evaluation of the total Fun d's po rfonua nce. 
The following are the performan ce expectations for 
tile Fund: 

Tbe  Fund's total return after fee s should exceed tile 
total return  of an iudex composed  of a m ix of asset 
class bcnclunar ks in propo rtions set out in Appe ndix 
I. 

Tile lime pe riod for this objcerive is one market cycle 
(usually 3-5 years). 

IX. EVALUATIO N AND REVIEW  

On a tilnely basis, but not less than anlnLally, th e 
Board will review actual investm ent results achieved 
to determine wheth er: 

~ Tbe  investment nmuagers performed in 
accordan ce with tile policy guidelines set forth 
herein. 

~ Asset allocation remains reasonable an d each 
m anager's decision-making process remains 
consistent with the style and methodology 
represented  by the m anager. 

~ Each investm ent manager is hereby ~ 
authorized  and em po wered  to vote proxies, 
said voting to be pe rfornled in good faith and 
for the exclusive be nefit of the System 
participan ts and beneficiaries. 

The inveslm ent manager performs sa {isfactori/y 
when com pared  with : 

- the objectives slated herein, as a prinmry 
consideration, 

- other Fund m anagers, and 
- rec ognized market indices 
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~ On an annual basis, the Board will review 
investm ent maua ger proxy voting procedures 
and proxy voting records, and 

~ Review com m issions generated, com m ission 
rates charged an d firm s used by fl~e m oney 
m anagers. Com plian ce wifll specific 
direc tives regarding com m ission cost 
managem ent will be regularly reviewed. 

Also, at least annually, file Board will fom mlly 
review Ibis Statem ent of Investment Policies and 
Objectives to determine whether it continues to be 
appropriate in light of the Board's investm ent 
philosophy and objectives, and cttauges in tile 
capital markets and/or Fund structure. 

DING -SPE 
LICIES A ND G I/ID 

The Board lrmy select an agent to lend tile 
finan cial sec urities of tile fired. Any income 
gained tltrough th e lending program wi ll be  
deposited  m onthly in a spe cified account and 
invested in short-term instru loenls until allocated  
by the Board. 

The agent m ay lend an y eligible securities, such 
as U.S. and non-U.S, equities, corporate bonds, 
and U.S. and nun -U.S. Govern ment securities. 
The agent sha ll have fidl discretion over tile 
selec tion of borrowers and sltall continually 
review cred it worthiness of potential borrowers 
through adequate analysis of all material provided 
to th elu. 

All loan s shall be fidly collateralized wi th cash, 
govcrmnent securities, or irrevocable bank letters 
of credit. Collaleralization of such loan s sha ll be  
102%  dom estic/105%  intern ational of tile nmrket 
value of tile loaned securities plus accrued incom e 
for U.S. and non-U .S, loan s, respectively~ Such 
collatem lization proced ures should be m ar ked-to- 
m ar ket daily. 

The securities lending progun n sha ll ill no way 
ilth ibit tile tra ding activities of the investm ent 
m aua gers of tile System . 

The sec urities lending agent Ires developed 
internal guidelines for the investment of cash 
collateral. The Board has reviewed these 
guidelines and incorporates th em as the CPERS 
Investment Policy on Sec urities Lending Cash 
Collateral. A copy of the agent's cash collateral 
hwestm ent Policy  shall be  sent to tile Fund at 

least annua lly or an y time there is a nmterial cha nge 
m ade to the doc um ent. 

Appendix I 
Asset A llocation & Rebalancing Guidelines 

Asset Allocation 

The Tru stees believe that th e level of risk assumed in 
Fund is a functiolt, in large part, of tile Fun d's asse t 
allocation. The proportion of assets allocated for 
eq uity investments is file m ost impo rtant detenniua nt 
of volatility of future returns. As indicated  by long- 
term  historical data, file risk of eq uity ownership has 
be en rewarded with a hi gher rate of return. 

Based on its determ ination of the appropriate risk 
posture for file Fund and its long-term return 
expectations, file Board and investment coosnltarrt 
have established the following asset m ix guidelines 
for th e Fund: 

Asset Class Fund Guidelines 
Equity Investment 65% 
Fixed Incom e Investment 35%  

The board, in conjunction with advice froln tile 
investm ent consultant, is responsible for broad asset 
alloc ation decisions. A manager's cash can  disrupt 
this po sition. Therefore, each equity m anager's 
portfolio is to be fully invested at all times, alth ough 
cash may be held briefly when a security is sold prior 
to deciding wlfich new security should be purchased. 
In no case shall cash comprise more titan five (5) 
percent of the portfolio without prior written approval 
of the Board. This directive is consistent with the 
Board's decision to have m anagers avoid market- 
tim ing decisions. Fixed income m anagers are exempt 
from rids because of tile use of "barbell" strategies in 
constructing a fixed inco me po rtfolio. However, 
each fixed income m anager accepts the Board's 
intention to avoid nmrket tim ing and acknowledges 
that total portfolio performance (including cash) shall 
be  compared to established pe rforu~atce objectives. 

Th e Board has established its strategic asset 
alloc ation m ix and be lieves it pru dently positions tile 
assets of tile System so as to achieve its long-term  
goal of providing established benefits to the 
parlicipan ts at a rca sun able cost to the employer. 
M ar ket m ovem ents will result in a po rtfolio that 
differs from th is stra tegic m ix. The desire to 
m aintain this constant strategic m ix m ust be balanced 
with the very rea l cost of portfolio rebalancing. 
Tbe refore, a ra nge ha s be en set for tile actual asset 
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allocation of the System 's assets to allow for th e 
fluctuations that are inherent in m arketable 
se curities. Once m arket m ovement has m oved 
the actual alloc ation outside tbe se ranges, the 
Board has authorized staff an d consultant to 
rebalance th e portfolio back to its longqerm 
strategic asset alloc ation target. This shall be 
done within a month of a triggering event caused 
by m arket m ovem ent. W hen these broad targets 
are rebalan ced, th e Board will also use this 
oppo rtunity to rebalan ce mnong po rtfolios wi thin 
asset classes (large cap, small cap, and 
internalional equities, for example). Th e target 
alloc ations and rebalancing trigger percentages 
are 

l_~w Trigger Target Hieh Trit er 
Common Stocks 62%  65%  68% 
Fixed lnoame 32*/0 35%  38%  

It is the responsibility of the cusled ian  to calculate 
m arket value based  asset allocation range and report 
th ese to staff and consultant m onth ly. 

Appendix 11 
Asset Class Diversification 

W ith in the broad definition of equities and fixed 
incom e for allocation purposes, tile Trustees with 
advice fru m the consulhant, believe it is prudenl to 
diversify with in asse t classes. The intra-asset class 
categories and th eir proportion of the Iolal asset class 
allocation sha ll be : 

Equities: 
Large Cap Domestic 60% 
Small Cap Domeslic 20% 
International 20% 

Fixed Income: 
Cash 0%  
Core Fixed Income 100% 
Long Term Bonds 0% 
Equity Real Estate 0% 

* W hile the Trn slees, with advice from the consultant, 
believe that diversification is prudent, they also 
be lieve th at over-diversification is detrimental to the 
System . Therefore, the Trn stees slmll not consider an  
asse l segment for inclnsion in the portfolio that does 
not warrant a 5%  alloc ation of the total fund. 
Additionally, the Trustees wi ll consider using one 
specialist per asset segm ent for ilnplem entation. 

Rebalancing will take place when rite broad asset class 
trigger percentages have been reached. 

Appendix lit 
Asset Class Sector & Individual M anager 

Perform ance Expectations 

A. Fixed Incom e Portfolio M anaeers 

B. 

Over a nmrket cycle 

* Tile long-term objective for each fixed income 
m anager is to add value after fees to a specified broad 
market beuctun ark. The broad market benchnmrk for 
the fixed  incom e com po site is: 

BenchmarlA 
CPERS Fixed IneomeComposite LehmanBrothers 

Aggregate Bond 
Index 

t It is recognized  flint different maturity ranges and 
sectors wi th in th e broad rnmket categories go in and 
out of favor. Therefore, short-term exam ination of 
each m anager's performan ce wi ll focus on style 
adherence , duration, peer comparisons, an d style 
be nchmarks. The following are rite references the 
Board wi ll use on a quarter-by-quarter basis to 
m onitor each m an ager. 

Dom estic Fixed Incom e M anaeers 

M.anager ~  Peer Sam~ le Style Benchmark 
BlackRoek Core Core Customized Index 
State Street Global Core Core Lehman Aggregate 

,, The custom ized index created for BlackRock shall 
be: 

50% Lehman Brothers Corporate Index 
30% Lehman Brothers M ortgage Backed Index 
20%  Lehman Brothers Gov~ lm enl Bond Index 

M  

The long-term objective for each equily real estate 
manager is to add value after expenses to a broad lua rkel 
benchmark. The benclunark for comparison purposes 
shall be : 

Manager Side_  Peer~ le Style Benchmark 
N/A EquityReal Equity Real NCREIF 
N/A Estate Estale Property Index 

C, Euuitv Portfolio M anage;" 

Ov er a lua rkel cy cle 

, The long-term objcclive for each active equity 
manager is to add value after expeuses to a broad 
m arket benclmmrk. The broad bcnchlnarks ar e as 
follows: 

M arket Benchmark 
large Cap Domestic Equity 
Managers S&P 500 
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M id/Small Cap Domestic 
Equity M anagers Russell M id Cap Value 

International Equity 
M anna gets M SCI EAFE 

Domestic Equity Composite Russell 3000 

~ The daily cash balances are to be invested in 
overnight Repurchase Agreements (Repo) from 
primary dealers with th e following characteristics: 

~ Passive investment products are expected  It 
match file duration of their respe ctive be uchmark, ~ 
gross of fees. 

~ W e recognize that styles within broad m arket 
categories m ove in and out of favor. Th erefore, 
shortqerm exam ination of each manager's 
performance  will focus on style adherence, style 
peer com parisons, and style be nchmarks. The 
following are the reference s file Board will use on 
a qna rler-by-quarter basis to m onitor each 
m al~ger 

Large Can Dom estic Eunitv M anagers 

~  Peer San)j~le Style Benchmark 
Barclays Core Core S&P 500 
thrclays Value Value Value Russell 1000 

Value 

m all ua M  

Trinity 
Peer S a~ le _Style Benchmark 

M id Cap M id Cap Russell M id Cap 
Value Value Value 

~  Peer S a~ le Style Benchmark 
Capital Inter~ali~nal International M SCI EAFE 
Guardian (non-hedged) 

Currency m an agement is at tile discretion of th e 
m anager. 

Appendix IV 
Internal Cash M anagem ent Investm ent Guidelines 

Intenml staff m anages th e cash equivalent securities of 
tile System. Using the projected cash balance 
software of th e custodian ban k, th e daily am ount of 
cash available for investment by th e System is 
ideutified . Th e cash of the System includes the 
specified short-term account set up to serve as a 
disbursing account for be nefits an d expe nse paym ents 
as well as the un-invesled  funds of the investment 
managers. Th ese cash balances are to be  invested  
fully by staff on a daily basis with in the following 
policy guidelines: 

Only direct U.S. Govern ment debt of 10 years or 
less wi ll be accepted as collateral. Zero coupo n 
government securities shall be  restricted to a 
maturity of 5 years or less; 
A minimuln of 102%  of tile dollar value of the 
loan shall be  pled ged as collateral by tile 
borrowing entity. Th e pricing source of the 
collateral shall be  agreed  upo n by both parties in 
advan ce ; 
The custodian ban k slmll accept physical 
delivery of the collateral each day; 

At least three (3) compe titive bids shall be  
obtained from separate brokerage finns for each 
transaction an d staff will award th e business 
based on th e highest role bid; 
M aster Repo  Agreem ents are required  to be 
executed wi th all brokerage finns engaging in 
Repo activity. 

In the event there is an extended absence with inlernal 
staff handling tile Repo  activity, tile custodian will be  
notified  in writing at least tlu'ee (3) business days in 
advance by th e Administrator lo initiate file "Sweep 
Account" function with tile funds as outlined  above, 
which ar e to be invested  in th e custodian's pre-approved  
m oney m ark et fund. The spe cific ntoney m arket fund 
shall be  pre-approved by th e Retirement Board of 
Trustees. 

Appendix V 
CPERS Brokerage Policy 

The Board. at its discretion, lna y identify a brokerage finn 
or firlns to receive consideration froln th e System's 
m anagers when it is viewed to be  ill the best inlercst of 
the be neficiaries. Tiffs will be officially acted upon by die 
Board an d this directive will be com m lm icated officially 
to all investment firm s by th e fund. In the absence of 
such offi cial recognition and documenlation, nmnagers 
an d potential m an agers slmll di sregard any individual or 
firm which claim s to speak for the Board, lhave influence 
with the Board. or in any way lifter that association wi th 
th e individual or firm lms im pact on tile Board or its 
decisions. In fact, dealing, as th ey regard CPERS wi tii 
such an individual or firm by any of tile Syslem 's current 
or prospe ctive investment professiomds wititoul first 
notifying th e Executive Director is considered material by 
th e Board with significant negative im plications. 

W ith regard Io transaction expe nse, each nhanager 
rec ognizes commissions as an asset of tile Syslem and 

City-Parish Employees' Retirement System 57 



Investment Section 

STATEM ENT OF INVESTM ENT POLICIES AND OBJECTIVES (Continued) 

accepta sam e fiduciary responsibility for m an aging 
colnm issions flint exist for file iua nagcmeat of all 
assets under th eir authority. The Board also 
recognizes that transaction expense includes both 
com m issions and execution costs, and charges the 
manager with the optim ization of both for th e lowest 
po ssible transa ction cost. Th e Board enco urages th e 
managers to manage file co mmission activity using all 
available trading m echanism s to nmintaln com mission 
levels on listed trades of thre~: (3) cents or less. Th e 
co nsultant shall repo rt on co m mission levels quarterly, 
and failure to achieve these com mission levels in a 
given quarter must be acco mpanied by a letter of 
explanation 'to th e Board. If al any lime a nmnager 
feels com pliance  with th is po licy is adversely 
affecting th e System , tile manager has tile 
responsibility to imm ed iately notify lhe Board of its 
conce rn(s). 

Appendix VI 
Perform ance Based Fees 

CPERS m ay enter into performance based  fees with 
specific m anagers. W ldle each specific contract will 
be the ul timate authority regarding tile actual 
arrangem ent, th e following factors will be  consistent 
in any arrangement CPERS enters into: 

Base Fee: A base fee will be  paid quarleriy to the 
m anager regardless of perforIua nce outco me. 

Performance Sharing Fonnula: A percentage of the 
mana ger's net outpe fformance (base fee snbtracted) 
over the pred etermined  benchnmrk for the determ ined  
pe riod will be  paid when applicable. W luatever the 
dollar amount calculated by th e formula, tile fund will 
pay th e quarterly equivalenl, or one-fourth , of th is 
am ount. 

Fee Ceiling: There w ill be a performance fee ceiling 
expressed  in basis po ints which will not be  excee ded 
regardless of performance. 

Time Horizon: Each contract will spe cify a rolling 
time pe riod  for which tim artnua lized  returns of both 
the total po rtfolio and the be nchmark wi ll serve as th e 
basis for the pcrfonnan ce calculation. 

The custodian  bmdl will price tile portfolio and will be  
the basis for the consullarll's calculation of the spe cific 
portfolio's perfonnance. The publisher of the 
be nchnmrk wi ll determine th e performance of the 
be uchnlark. In tile event that th e ulanager ttas a 
dispule wi th th e custodian's pricing, he/she will 
express th e discrepancy in writing to both the 
custodian and th e consultant. The consultant wi ll be  

the arbiter an d it is th e consultan t's decision th at wi ll 
resolve such disputes. 
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TYPE O F INVESTM ENT 

INVESTM ENT SUM M A RY 
AS OF DECEM BER 31, 1998 AND 1997 

Fixed income 

CEM BER 

M A RKET 
VALUE 

U.S. Government obligations $ 38,049,404 

Bonds - Dom estic 

Bonds - Erdmuced Index Fund 

Equities 

,Equity securities - Domestic 

72,816,522 

118,563,819 

101,568,415 

Equity securities - Russell 1000 Index Fund 155,797,579 

Equity securities - S & P 500 Index Fund 

Eq uity securities - International 

Cash equivalents 

Total invostm ents 

161,282,160 

99,113,587 

%  TO TAL 
M ARKET 
VALUE 

5.0% 

9.6%  

15.6%  

13.3%  

20.5%  

21.2%  

13.0%  

DECEM BER 31.1997 

M ARK ET 
VALUE 

$112,276,863 

38,664,823 

98,424,388 

179,281,239 

139.053.722 

75,654,843 

%  TOTAL 
M ARK ET 
VALUE 

16.6% 

5.7%  

14.5%  

26.4%  

0.0%  

20.5%  

11.2%  

._ _ 13,340,000 1.8% 34,5~ 9 5.1% 

$7..._60~ 531,486 100.0%  $677.911.927 
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C PER S' AC TUA L A SSET A LLO CATIO N A S O F DECEM BER 31, 1998 

CPERS' TA RG ET A SSET ALLO CA TIO N 
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CPER S' A CTUA L FIXED IN CO M E A LLO CA TION A S O F D ECEM BER 37, 7998 

CPERS' ACTUAL EQUITY ALLOCATION 
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DESCRIPTIO N 

LIST OF INVESTM ENTS 
AS O F DECEM BER 31, 1998 

FIXED INCO M E 

U.S. G OVERNM ENT OBLIGA TIONS 

FEDERAL HOUSING ADM IN PROJECT 
FEDERA L HOM E LOAN M TG CORP DEB 
FEDERAL ttOM E LOAN M TG CORP DEB 
FEDERAL HOM E LOAN M TG CORP DEB 
FEDERAL HOM E LOAN M TG CORP DEB 
FEDERAL ttOM E LOAN M TG CORP DEB 
FEDERA L HOM E LOAN M TG CORP DEB 
FEDERAL HOM E LOAN M TG CORP DEB 
FEDERAL NAT'L M TG ASSN DEB 
FEDERAL NAT'L M TG ASSN DEB 
FEDERAL NAT'L M TG ASSN DEB 
FEDERAL NAT'L M TG ASSN DEB 
FEDERAL NAT'L M TG ASSN DEB 
FEDERAL NAT'L M TG ASSN DEB 
FEDERAL NAT'L M TG ASSN DEB 
FEDERAL NAT'L M TG ASSN DEB 
FEDERAL NAT'L M TG ASSN DEB 
FEDERA L NAT'L M TG ASSN DI?'B 
FEDERAL NAT'L M TG ASSN DEB 
FEDERAL NAT'L M TG ASSN DEB 
FEDERAL N AT'L M TG ASSN DEB 
FEDERAL NAT'L M TG ASSN DEB 
FEDERAL NAT'L M TG ASSN DEB 
FEDERAL NAT'L M TG ASSN DEB 
FEDERAL NAT'L M TG ASSN DEB 
FEDERAL NAT'L M TG ASSN DEB 
FEDERAL NAT'L M TG ASSN DEB 
FEDERAL NAT'L M TG ASSN DEB 
FEDERAL NAT'L M TG ASSN DEB 
FEDERAL NAT'L M TG ASSN DEB 
FEDERA L NAT'L M TG ASSN DEB 
FEDERA L NAT'L M TG ASSN DEB 
FEDERAL N AT'L M TG ASSN DEB 
FEDERA L NAT'L M TG ASSN DEB 
FEDERA L NAT'L M TG ASSN DEB 
FEDERA L NAT'L M TG ASSN POOL 
FEDERA L NAT'L M TG ASSN POO L 
U.S. TREASURY BONDS 
U.S. TREASURY BONDS 
U,S. TREASURY BOND S 
U,S. TREASURY BOND S 

TOTAL U.S. GO VERNM ENT OBLIGATIONS 

COUPON 
RATE 

7.430 
6.500 
6.000 
5.500 
5.500 
5.500 
5.500 
6.000 
5.500 
6.500 
6.000 
6.000 
6.000 
5.500 
5.500 
5.500 
5.500 
6. 000 
6.000 
5.500 
5.500 
6.500 
6.500 
6.000 
6.000 
6.000 
6.000 
6.000 
5.500 
5.500 
6.000 
5.500 
5.500 
5.500 
5.500 
6.000 
8.500 
6.100 
3.600 
3.600 
4.500 

M ATURITY 
DATE 

12/01/2023 
12/01/2012 
10/01/2012 
04/01/2013 
07/01/2013 
07/01/2013 
07/01/2013 
06/01/2013 
08/01/2012 
05/01/2028 
10/01/2028 
03/01/2013 
05/01/2013 
01/01/2013 
03/01/2013 
11/01/2013 
04/01/2013 
0510112013 
15 YEAR 
07/01/2013 
07/01/2013 
08/01/2028 
08/01/2028 
12/01/2028 
10/01/2028 
10/01/2028 
10/01/2028 
10/01/2028 
11/01/2013 
11/01/2013 
10/01/2028 
10/01/2013 
12/01/2013 
12/01/2013 
11/01/2013 
03/01/2013 
08/01/2024 
08/15/2007 
01/15/2008 
04/15/2008 
09/30/2000 

PAR 
VALUE 

605 
1,297,489 
461,178 
775,515 
169,706 
565,712 

1,417,008 
1,430,561 
280,074 

2,186,708 
67,539 
64,995 
843,272 
125,794 

1,394,623 
149,655 

1,964,778 
690,749 

1,000,000 
629,711 

1,390,041 
320,673 
630,179 

1,932,461 
377,528 

1,008,077 
105,669 
629,670 
986,354 
986,226 
901,608 
814,517 
990,000 
990,000 

2,199,592 
898,488 
3,820 

205,000 
2,147,739 
2,985,306 
2,350 0~Q90_00 

M ARK ET 
VALUE 

$ 611 
1,316,536 
462,760 
765,821 
167,585 
558,641 
1,399,295 
1,435,468 
276,483 

2,201,054 
66,652 
65,157 
845,380 
124,181 

1,376,744 
147,736 

1,939,590 
692,475 
1,000,000 
621,638 

1,372,221 
322,777 
634,313 
1,907,088 
372,571 
994,841 
104,282 
621,402 
973,709 
973,583 
889,770 
804,075 
977,308 
977,625 

2,171,393 
900,734 
4,001 

224,026 
2,105,450 
2,908,822 

2,345,6(~ 

$38,368,620 $38,049,404 
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DESCRIPTIO N 

LIST O F INVESTM ENTS 
AS O F DECEM BER 31, 1998 

BONDS - DOM ESTIC 

AFC M TG LN TR ASSET CTF 1997.4 CL |A-2 
A T & T CAP CORP M ED TERM  NTS TRANCHE 
ALBERTSON S INC IVIED TERM  NTS TRANCHE 
AM ERITE CH CAP FDG CORP DEB 
AM VESCAP PLC SR NT 
ASSOCIATES CORP NORTH AM ER SUB NT 
AUTO LEASE INVS LLC 1997 AUTO 144A CL-A5 
BANK AM ERICA CAP  TRII CAP SECS 
BESTFOODS M EDIUM  TERM  NTS 
CIT GROUP HLD GS INC M ED TERM  SR NTS 
CITIGROUP lNC NT 
COUNTRYWIDE HOME EQUITY LN TR CTF 97-13 
CPC INTL INC IVIED TE RM  NO'II~.S 
DAYTON HU DSON CORP PUTTABLE RESET SEC 
DEN NORSKE STATS OLJESELSKAP DEB 144A 
I)LJ IvITG ACCEP CORP SER 1998-2 M TG CL A I 
DLJ M TG ACCEP CORP M TG SER 98-3 CL A I 
DONALDSON LUFKIN & JENRETrE INC 
EM PRESA ELECTRICA PEHUENCHE SA NT 
FAIRFAX FINL HLDG S LTD NT 
FARM ERS EXCHANGE CAP  144A 
FEDERATED DEPT STORES 1NC DEL TE RM  
FIRST UN ION LEHM AN BRO S SER CL-A-8 
FIRSTPLUS HOM E LN OW NER 1998-3 CL A-8 
FLOW ERS IND S INC DEB 
FORD M TR CO DEL NOTES 
FRONTIER CORP 
GE GLOBAL INS HLDG CORP 
GM AC COM L M TG SEC INC 1997-C2 CL A-3 
GM AC COM L M TG SEC INC 1998-C2 CL A-2 
GREEN TREE FINL CORP 97-1 M FD HSG A-6 
GRE EN TREE RE CR EQUIP CONSUM 1998-C A-3 
GS M TG SECS CORP II COM L M TG CL A-2 
HASBRO INC BD S 
HYDER PLC NT 144A 
IBM  CORP DEB 
IM PAC SECD ASSETS CM B TR 1998ol CL A-4 
JONES APPARAEL GROUP  INC SR NT 144A 
LANDESKREDITBANK BADEN-W URRTEM BERG NT 
LEtJM AN BROS HLD GS INC IVIED TERM  NTS 
LITTON INDS INC SR DEB 
M CI COM M UNICATIONS CORP SR NT 
M ERCK & CO INC DEB 
M ERIT SECS CORP COLL BD SER 11~1 CL A-1 
M ONSANTO CO DEB 144A 
M ORGAN STANLEY CAP I INC COM L M TG 1997-(21 
M ORGAN STANLEY CAP 1 INC COM L M TG 98-HF2 

CO UPON 
RATE 

FLTG 
6.250 
6.625 
6.550 
6.600 
6.500 
6.079 
8.000 
6.625 
6.375 
6.875 
FLTG 
5.600 
5.950 
7.375 
6.750 
6.500 
6.110 
7.300 
7.375 
7.200 
6.125 
7.170 
7A70 
7.150 
9.000 
6.000 
7.000 
6.566 
6.420 
6.600 
5.920 
6.600 
6.600 
7.250 
6.220 
6.840 
6.250 
7.625 
6.750 
6.750 
7.125 
6.300 
6.580 
6.600 
7.630 
6.480 

M ATURITY 
DATE 

12/22/2027 
05/15/2001 
06/01/2028 
01/15/2028 
05/15/2005 
08/15/2002 
02/13/2004 
12/15/2026 
04/15/2028 
10/01/2002 
02/15/1998 
06/15/2023 
10/15/1997 
06/15/2010 
05/01/2016 
06/19/2028 
08/19/2028 
05/15/2001 
05/01/2003 
04/15/2018 
07/15/2048 
09/01/2001 
01/18/2009 
05/10/2024 
04/15/2028 
09/15/2001 
05/01/2023 
02/15/2026 
11/l 5/2007 
05/15/2031 
03/15/2028 
02/15/2009 
10/18/2030 
07/15/2 O28 
12/15/2017 
08/01/2027 
03/25/2012 
10/01/2 001 
02/01/2023 
09/2 4/2001 
04/15/2018 
06/15/2027 
01/01/2026 
05/28/2022 
12/01/2028 
02/15/2020 
11/15/2030 

PAR 
VALUE 

$ 458,822 
1,400,000 
350,000 

1,190,000 
420,000 
750,000 

2,500,000 
250,000 
480,000 
750,000 
600,000 
539,873 

1,500,000 
1,500,000 
200,000 

1,471,946 
961,239 

1,000,000 
855,000 
900,000 
500,000 
750,000 

1,075,000 
1,000,000 
925,000 

1,000,000 
305,000 
500,000 

1,295,000 
975,000 

1,550,000 
1,250,000 
450,000 
550,000 
650,000 

1,200,000 
1,800,000 
970,000 

1,400,000 
1,190,000 
435,000 

1,100,000 
400,000 
426,917 
250,000 

1,200,000 
600.000 

M ARK ET 
VALUE _ 

$ 454,518 
1,380,946 
351,894 

1,260,151 
420,760 
774,443 

2~539,825 
275,203 
497,726 
767,543 
598,458 
540,213 

1,295,025 
1,514,550 
218,224 

1,483,545 
962,104 

1,002,250 
798,561 
858,942 
500,320 
758,475 

1,116,656 
985,000 
934,768 

1,090,030 
308,309 
552,705 

1,354,946 
1,010,081 
1,595,043 
1,267,575 
472,397 
558,487 
661,226 

1,212,456 
1,832,058 
968,225 

1,626,254 
1,198,104 
429,284 

1,217,414 
420,684 
426,849 
249,538 

1,287,456 
624,216 
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D ESC RIPT IO N 

BONDS - DOM ESTIC (CONTINUED) 

M ORGAN STANLEY COM L M TG PA 1998-W F2 
M ORTGAGE CAP FD G INC SER 97-M C1 CL A-3 
M ORTGAGE CAP FDG INC SER 98-M C2 CL A-I 
NAT'L RURAL UTILS CORP FIN EURO IVIED TERM  NT 
N AVI STAR FINL OW NER TR 1998-A CL A 
NEW  YORK ST PW R AUTH REV & GEN pURP 
NEW S AM ER HLDGS INC DEB 
ONYX ACCEP GRANTOR 7-2 AUTO LN 
PENN PW R & LT NT 
PENNY J C INC DEB 
POLAND GO VT 
PROCTER & GAM BLE GTD ESOP DEBT SER A 
PRUDENTIAL SECS SECD FING CORP 1998-C 1 
RA YTHEON CO NT 
RE ED ELSEVI ER CAP  INC M ED TERM  NTS 
SALOM ON INC biT 
SEARS CR ACCOUNT M ASTER 1995-5 CL A 
SPRINT  CAP CORP BD 
STRUCTURED ASSETS SECS CORP M ULTI 98-C2 
SUNTRUST CAP  II CAP  SECS 
TCI COM M UNICATIONS INC SR NT 
TERRA NOVA INS 13 K HLDGS PLC GTD SR NT 
U S BK NAT'L ASSN M INNEAP OLIS M INN SUB NT 
U S W EST CAP FDG INC NT 
UNION PLANTERS M TG FIN CORP SER 1998-1 CL A-3 
W ACHOVIA CORP NEW  SUB  NrFs 
W ILLIAM S COS INC NTS 
W ORLD COM  INC GA SR NT 

TO TAL BO NDS - DOM ESTIC 

STATE STREET GLOBAL ADVISORS 

DESCRIPTION 

COUPON 
RATE 

6.540 
7.288 
6.325 
6.250 
5.940 
6.260 
7.600 
6.350 
6.125 
7.625 

STEP UP 
9.360 
6.506 
7.000 
7.000 
6.625 
6.050 
6.875 
5.900 
7.900 
6.375 
7.000 
5.700 
6.875 
6.600 
5.625 
6.500 
7.750 

M ATURITY 
DATE 

07/15/2030 
03/20/2007 
06/18/2030 
04/15/2003 
11/15/2004 
02/15/2003 
10/11/2015 
10/15/2003 
05/01/2006 
03/01/1997 
10/27/2024 
01/01/2021 
07/15/2008 
11/01/2028 
05/15/2005 
07/01/2002 
01/15/2008 
11/l 5/2028 
01/25/2013 
06/15/2027 
05/01/2003 
05/15/2008 
12/16/2008 
07/15/2028 
01/25/2028 
12/15/2008 
08/01/2006 
04/01/2027 

BO NDS - ENHANCED INDEX FUND 

EQUITIES 

EQUITY SECURI TIES - DOM ESTIC 

AEROQUIP-VI CKERS INC 
ALLEGHENY ENERGY INC 
AM ERICAN FINL GROUP INC OH 

SHARES 

33,200 
31,600 
37,300 

PAR 
VALUE 

$ 1,300,000 
700,000 
873,503 

1,200,000 
1,618,312 
1,200,000 
1,985,000 
1,524,700 
1,500,000 
900,000 
435,000 
950,000 

1,150,000 
550,000 

1,190,000 
750,000 
600,000 
850,000 
528,479 

1,625,000 
585,000 
250,000 

1,045,000 
1,025,000 
1,000,000 
1,000,000 
665,000 

1,885. 0,OO000 

M ARK ET 
VALUE 

$ 1,357,993 
763,616 
895,079 

1,224,432 
1,632,877 
1,230,912 
2,118,035 
1,535,647 
1,522,305 
919,638 
294,443 

1,258,921 
1,177,980 
583,226 

1,247,108 
768,938 
614,442 
821,313 
526,355 

1,812,996 
605,223 
257,048 

1,037,601 
1,094,628 
1,044,980 
994,020 
667,228 

2,156,101 

UNITS 
M ARKET 
VALUE 

7,257,380 $118,563,819 

M ARKET 
VALUE 

$ 993,925 
1,090,200 
1,636,538 
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DESCRIPTION 

EQUITIES 

EQUITY SECURITIES - DOM ESTIC (CONTINUED) 

AM ERICAN GREETINGS CORP CL A 
ANALOG DEVICES INC 
ARM STRONG W ORLD INDS INC 
ATM EL CORP 
BALTIM ORE GAS & ELEC CO 
BRUN SW ICK CORP 
CALENERGY INC 
CAROLINA PW R & LT CO 
CARRAM ERICA RLTY CORP 
CENTRAL & SOUTH W EST CORP 
CENTRA L NEW SPAPERS INC 
CENTURY TEL ENVI~ RPRISES INC 
CNF TRANSN INC 
COLONIAL BANCGROUP INC 
COM PUSA INC 
CONECTIV INC 
CONSECO INC 
DANA CORP 
D1LLARDS INC CL A 
DIM E BANCORP INC NEW  
DYNEGY INC 
ENTERGY CORP NEW  
FIRST AM ERN CORP TENN 
FIRST SEC CORP DEL 
FM C CORP NEW  
FORTUNE BRAND S INC 
FREM ONT GEN CORP 
GATX CORP 
GENZYM E CORP - GENERAL DIV 
GEORGIA PAC CORP 
GOODRICH B F CO 
tIANNAFORD BRO S CO 
IIARRAHS ENTM T INC 
tiARSCO CORP 
ItARTE-HANKS COM M UN ICATIONS 
ItASBRO INC 
ItlBERN IA CORP CL A 
IBP INC 
INTEGRATEDHEALTH SVCS INC 
JOHNSON CTLS INC 
K N ENERGY INC 
KANSAS CITY PW R & LT CO 
KERR M CGEE CORP 
K1M CO RLTY CORP 
KING W ORLD PRODTNS INC 
LAFARGE CORP 
LANCASTER COLONY CORP 
LEAR CORP 

SHARES 

9,000 
33,000 
8,800 
84,900 
36,800 
55,700 
48,500 
10,100 
40,800 
40,700 
18,600 
13,100 
20,700 
95,400 
111,700 
57,600 
44,100 
6,900 
10,800 
50,800 
105,700 
41,300 
31,000 
67,800 
21,100 
12,500 
58,200 
16,500 
14,600 
6,000 
28,300 
23,200 
29,200 
16,400 
53,100 
8,000 
24,600 
15,500 
14,400 
26,100 
12,500 
38,600 
21,100 
23,300 
37,800 
11,300 
22,600 
13,400 

M ARK ET 
VALUE 

$ 369,563 
1,035,375 
530,750 

1,300,031 
1,136,200 
1,378,575 
1,682,344 
475,331 
979,200 

1,116,706 
1,328,738 
884,250 
777,544 

1,144,800 
1,459,081 
1,411,200 
1,345,050 
282,038 
306,450 

1,333,500 
1,156,094 
1,285,463 
1,375,625 
1,584,825 
1,181,600 
395,313 

1,465,913 
624,938 
726,350 
351,375 

1,015,263 
1,229,600 
458,075 
499,175 

1,513,350 
289,000 
427,425 
451,438 
203,400 

1,539,900 
454,688 

1,143,525 
807,075 
924,719 

1,112,738 
457,650 
726,025 
515,900 
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DESCRIPTIO N 

EQUITIES 

EQUITY SECURITIES - DOM ESTIC (CONTINUED) 

LIM ITED ]NC 
LSI LOGIC CORP 
LUBRIZOL CORP 

INC NEW  
M CCORM ICK & CO INC COM  NON VTG 
M CN ENERGY GROUP INC 
NAVISTAR 1NTL CORP NEW  
NIPSCO INDS INC 
NOBLE DRILLING CORP 
NORTH FORK BANCORPORATION 
NORTHERN STS PW R CO M INN 
NORTHROP GRUM M AN CORP 
OFFICE M AX INC 
OLD PEP INTL CORP 
OLIN CORP 
ORION CAP CORP 
PACIFIC CENTURY FINI_, CORP 
PACIFICARE HEALTH SYS INC CL B 
PENTAIR INC 
PEOPLES HERI TAGE FINL GROUP 
PINNACLE W EST CAP CORP 
POLICY M GM T SYS CORP 
PROM US HOTEL CORP NEW  
PROVIDENT FINL GROUP INC 
PUBLIC STORA GE INC 
RELIANCE GROUP HLD GS INC 
REYNOLDS & REYNOLDS CO CL A 
ROUSE CO 
RYDER SYS INC 
SAKS INC 
SEM PRA ENERGY 
SONOCO PRODS CO 
SOVEREIGN BANCORP INC 
SPEIKER PPTYS IN C 
SUPERVALU INC 
TCF FINL CORP 
'FECH DATA CORP 
TECO ENERGY INC 
TENNECO INC NEW  
TIDEW ATER INC 
'FIM K EN CO 
TRANSOCEAN OFFSHORE INC 
TRINITY INDS INC 
UN ICOM  CORP COM  
UN ION PLANTE RS CORP COM  
UNITED STATE S CELLULAR CORP 
UN ITE D STATE S FILTE R CORP COM  
UNIVERSAL HE ALTH SVCS INC CL B 
USG CORP 

SHARES 

8,700 
63,100 
12,100 
30,200 
9,000 
40,400 
17,400 
31,700 
42,900 
41,000 
40,100 
12,700 
99,000 
2,000 
25,500 
33,000 
71,600 
5,200 
17,500 
68,500 
27,600 
13,000 
25,800 
36,700 
23,500 
117,000 
44,300 
45,700 
42,700 
15,500 
12,800 
44,700 
103,600 
4,500 
28,000 
7,000 
24,600 
22,600 
38,300 
9,100 
79,000 
40,900 
26,600 
31,200 
25,700 
30,200 
58,700 
18,200 
21,300 

M ARK ET 
VALUE 

$ 253,388 
1,017,488 
310,819 
930,538 
304,313 
770,125 
495,900 
964,869 
555,019 
981,438 

1,112,775 
928,688 

1,212,750 
45,000 
721,969 

1,313,813 
1,745,250 
413,400 
696,719 

1,370,000 
1,169,550 
656,500 
835,275 

1,385,425 
635,969 

1,506,375 
1,016,131 
1,256,750 
1,110,200 
489,219 
324,800 

1,324,238 
1,476,300 
155,813 
784,000 
169,313 
990,150 
637,038 

1,304,594 
211,006 

1,491,125 
1,096,63 I 
1,024,100 
1,203,150 
1,164,531 
1,147,600 
1,342,763 
944,125 

1,084,969 
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Investment Section 

DESCRIPTION 

EQUITIES 

EQUITY SECURITIES- DOM ESTIC (CONTINUED) 

UST INC 
USX-M ARATHON GROUP 
USX-U S STL GROUP 
UTILCORP UTD INC 
VORN AD O RLTY TR 
W ARN ACO GROUP  INC CL A 
W ESTERN RES INC 
W ESTVACO CORP 
W HIRLPOOL CORP 
YORK INTL CORP NEW  

TOTAL EQUITY SECURITIES - DOM ESTIC 

SHARES 

36,500 
49,700 
51,400 
33,000 
36,800 
20,300 
18,800 
48,700 
4,400 
12,000 

EQUITY SECURITIES - RUSSELL 1000 INDEX FUND 

BARCLAY S GLOBAL IN VESTORS 

BARCLAY S GLOBAL INVESTORS 

UNITS 

4,367,915 

EQUITY SECURITIES- S & P 500 INDEX FUND 

532,297 

EQUITY SECURITIES - INTERNATIONAL 

CAPITAL GUARDIAN INTL NON-U.S. EQUITY - #003 

DESCRIPTION 

CANTOR DTD 12/31/98 

REPURCHASE A GREEM ENTS 

RA TE DATE 

TOTAL CASH EQUIVALENTS 

TO TAL INVESTM ENTS 

4.32%  1/4/99 

M A TURI TY 
VALUE 

$13,340,000 

$13.340.000 

M ARKET 
VALUE 

1,272,938 
1,497,213 
1,182,200 
1,210,688 
1,232,800 
512,575 
625,100 

1,305,769 
243,650 
489.750 

M ARK ET 
VALUE 

$161,282,160 

M ARK ET 
VALUE 
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INVESTM ENT PERFORM ANCE M EASUREM ENTS 

Com parative Rates of Return on Total Fund - Year Ended Decem ber 31, 1998 
City-Parish Em ployees' Retirement System 
Compariso n indicies: 

Total Fund M edian 
Allocation Index * 

Com parative Rates of Return on Dom estic Equities- Year Ended Decem ber 31, 1998 
City-Parish Employees' Retirem ent System 
Com parison indicics: 

Global Equity Fund M edian 
Russell 3000 

Ra te of 
Return 

13.8%  

13.0%  
16.7%  

17.1%  

14.3%  
24.1%  

Com parative Rates of Return on International Equities - Year Ended Decem ber 31, 1998 
City-Parish Employees' Retirement System 15.2%  
Com parison indicies: 

M ed ian  International Equity 14.3%  
EAFE 20.3%  

Com parative Rates of Return on Fixed Income Securities- Year Ended Dec ember 31, 1998 
City-Parish Employee s' Retirement System 
Comparison indieies: 

Bond Fund M ed ian 
Lehm an Brothers Aggregate Bond Index 

8.2%  

8.4%  
8.7%  

The total perform ance as com pared to public funds in the Independent Consultants' Cooperative 
universe, as reported by Sum m it Strategies G roup, Investm ent Consultant for City-Parish Em ployee s 
Retirement System , is as follows: 

One-year period eudnig December 31, 1998 
Two-yea r period ending I)ecember 31, 1998 
Three -year pe riod ending l)ecember 31, 1998 
Four-year period ending Decem ber 3 l, 1998 
Five-yea r pe riod ending l)ce ember 31, 1998 

13.8%  
15.7% 
13.9% 
16.5%  
11.5%  

42 

5O 
25 

43 

50 
3O 

43 

50 
11 

52 

5O 
40 

42 
49 
68 
65 
80 

* Tbe allocation index indicates the return tltat would trove been produced  if the same pe reentage of assets on a qttarterly basis 
were invested  in the appropriate m alket indicies. 

** Rank indicates CPERS' relative investment pe rforman ce in relation to other total funds in the Independent 
Consultants' Coope rative universe of funds. 
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]nvestment Section 

ANNUAL RATES O F RETURN 

YEARS ENDING DECEM BER 31 ANNUAL1ZED 

994 1995 1996 1997 1998 3 YRS. 5 YRS, 

TOTAL FUND 
City-Parish Em ployees' Retirement System 
Total Fund M edian 
lmqation (CPI) 

DOM ESTIC EQUITY 
City-Parish Em ployees' Retirem ent System 
M edian Domestic Equity 
Russell 3000 

INTERNATIONAL EQUITY 
City-Parish Employees' Retirement System 
M ed ian Intern ational Equity 
EAFE 

FIX ED INCOM E 
City-Parish Employee s' Retirement System 
Bond Fund M ed ian  
l~ehm an  Brothers Aggregate Index 

(6.4%) 
(1.7%) 
2.6%  

0.9%  
0.0%  
0.2%  

N/A 
N/A 
N/A 

(9.8%) 
(2.6%) 
(2.9%) 

24.6%  
24.7%  
2.5%  

39.4%  
33.3%  
36.8%  

N/A 
N/A 
N/A 

23.9%  
18.0%  
18.5%  

10.5%  
13.1%  
3.3%  

19.8%  
21.5%  
21.8%  

15.6%  
16.0%  
6.4%  

2.3%  
4.2%  
3.6%  

17.6%  
18.0%  
1.8%  

26.3%  
27.9%  
31.8%  

10.5%  
7.4%  
2.1%  

11.8%  
9.6%  
9.7% 

13.8%  
13.0%  
1.6%  

17.1%  
14.3%  
24.1%  

15.2%  
14.3%  
20.3%  

8.2%  
8.4%  
8.7% 

13.9%  
14.9%  
2.2% 

21.0%  
21.2%  
25.8%  

I 1.5% 
13.5%  
2.4% 

20.0% 
22.3%  
20.0%  

13.7%  N/A 
12.7%  N/A 
9.3%  N/A 

7.4%  
7.3%  
7.3%  

6.7%  
7.2% 
7.3%  
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SCIIEDULE OF BROKERAGE COM M ISSIONS PAID 
FOR TH E YEAR ENDED DECEM BER 31, 1998 

Investment Technology Group 
INSTINET 
P, ea~ Steam s 
Goldman Sachs 
Quaker Securities, Inc. 
Neuberger & Bennan 
M organ Stanley 
Cantor-Fitzgerald 
Spear, Lce~'s & Kellog 
Sm ith, Barney, Shearson 
First Boston Corporation 
Oppenheim er, Inc. 
Jefferies & CO 
Lehm an Brothers, Inc. 
M errill, Lynch, Pierce, Fennel 
Charles Schwab & CO, Inc. 
Sta ndard and Poors Securities 
Tucker Anthony & R.L. Day 
Conning & CO 
Correspondent Services Corp. 
Pershing 
C.J. Lawrence/Deutsche Bank SEC 
Paine W ebber, Inc. 
Alex Brown & Sons 
Rohm and Haas 
Cowcn and Company 
Factset Data Systems, Inc. 
Jones & Associates 
Alpha 
W agner Scott Clearing Corp. 
IDS 
Fra nk Russell Securities 
D ~ ,a16 L~tkiv~ &. 3ev~. coe~uri~?,~  
Fidelity Capital M arkets 
SE1 Financial Services 
Pm denlial-Bache Securities 
Sanford C. Bernstein 
Olhers (23 firms) * 

Total 

2,969,043 
856,938 
945,6~b 
616,845 
485,100 
441,400 
513,600 
389,640 
318,200 
261,800 
188,000 
317,700 
203,400 
170,900 
220,700 
185,300 
116,500 
109,000 
95,500 
85,300 
82,500 
72,600 
68,200 
64,300 
60,600 
59,000 
34,700 
33,400 
32,600 
30,000 
27,900 
27,100 
31,g~  
22,600 
20,100 
19,000 
17,200 

235,119 
$10.429.185 

Com m ission 
Dollar Am ount .Per Share 

* Firms that had less titan $1,000 in commissions paid 

$60,612.86 
20,601.26 
47,~55.~  
31,231.25 
9,715.00 
13,242.00 
23,069.60 
15,084.60 
5,942.50 
11,284.00 
10,140.00 
12,708.00 
11,196.00 
8,256.50 
11,429.00 
5,709.00 
6,048.00 
6,540.00 
5,730.00 
3,543.00 
3,795.00 
4,356.00 
4,092.00 
2,874.00 
3,396.00 
3,540.00 
2,082.00 
1,437.00 
1,956.00 
1,800.00 
1,582.00 
1,355.00 

1,242.00 
1,005.00 
1,140.00 
1,032.00 
11,223.25 

$368.47582 

$0.0204 
0.0240 
~.~49~ 
0.0506 
0.0200 
0.0300 
0.0449 
0.0387 
0.0187 
0.0431 
0.0539 
0.0400 
0.0550 
0.0483 
0.0518 
0.0308 
0.0519 
0.0600 
0.0600 
0.0415 
0.0460 
0.0600 
0.0600 
0.0447 
0.0560 
0.0600 
O.0600 
0.0430 
0.0600 
0.0600 
0.0567 
0.0500 
0.~45~ 
0.0550 
0.0500 
0.0600 
0.0600 
0.0477 

"

..[_0.0353 

70 City-Parish Employees' Retirement System 



 



 



Stanley, 
H olcom be 
& A ssociates, In(:. 

April 21, 1999 

Board of Trustees 
Em ployees' Retirem ent System 
City of Baton Rouge and 
Parish of East Baton Rouge 
209 St. Ferdinand Street 
Post Office Box 1471 
Baton Rouge, Louisiana 7082 1 

Dear Board M em bers 

As requested, w e have com pleted our sixth annual valuation of the Em ployees' Retirem ent 
System of the City of Baton Rouge and Parish of East Baton Rouge as of January 1, 1999. 
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 Trustees, and reflects the 
benefits in effect on the valuation date. 

The funding objective of the Retirem ent system w as established as follows 

al fully fund all current norm al costs determ ined in accordance w ith the prescribed 
funding m ethod; and 

liquidate the unfunded liability as of January 1, 1995 over a thirty year period w ith 
subsequent changes in unfunded liabilities am ortized over the rem aining portion of 
the thirty years. 

The City contribution rate for the 1999 year is set to 16.13% , as show n in Exhibit 2 
Exhibit 1 provides the details of the funding approach. 

The m ethodology for determ ining the actuarial value of assets, approved by the Board of 
Trustees, values all assets using an adjusted market value, with 20% of the unrealized gains 
or losses from the past five years recognized each year. The objective of this asset 
valuation m ethod is to sm ooth the volatility w hich m ight otherw ise occur due to m arket 
conditions on the m easurem ent date. The actuarial value of assets for the fiscal year ending 
on Decem ber 31, 1998 w as $740,257,038, w hich com pares to a m arket value of 
$762,739,589. The m ethod w as last reinitialized at M arket Value as of January 1, 1996. 
Details of the calculation are show n in Exhibit 6. 

Ellt I'J(!(Jfl/ )f}[ ( t'rlt(-r/~tJiI,' 51(; ~ ] 
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Board of Trustees 
Em ployees' Retirem ent System 
City of Baton Rouge and 
Parish of East Baton Rouge 
Page 2 
April 21, 1999 

In perform ing the January 1, 1999 valuation, w e have relied upon the em ployee data and 
financial inform ation provided by the adm inistrative staff of the Em ployees' Retirem ent 
System of the City of Baton Rouge and Parish of East Baton Rouge. Regarding participant 
data, each record w as edited for reasonableness and consistency, although the validity of 
the inform ation w as not com pared to source docum ents. Regarding plan assets, a general 
review for consistency and balance testing w ith inform ation furnished for the prior year's 
valuation w as perform ed. 

The present values show n in the January 1, 1999 actuarial valuation and supporting 
schedules of this certification have been prepared in accordance w ith the actuarial m ethods 
and assum ptions approved by the Board: they are appropriate for the purposes of this 
valuation. The actuarial assum ptions w ere last revised for the January 1, 1995 valuation, 
based on the 1989-1993 experience study. At January 1, 1995 the actuarial cost m ethod 
and actuarial asset value m ethod w ere changed to the m ethods currently in use. 
A ssum ptions relating to turnover, transfers, and spouses" ages w ere also changed at that 
tim e. The funding m ethod used is the Entry Age Norm al Cost M ethod. The actuarial 
assum ptions and m ethods used for funding purposes com ply and are w ithin the param eters 
set forth by the Govern m ent Accounting Standards Board (GASB) Statem ent No. 25. For 
1998 the am ortization approach is w ithin the param eters of GASB 25/27. Additional infor- 
m ation is provided in Exhibit 9. The sam e actuarial assum ptions and m ethods w ere 
em ployed in the developm ent of the Trend Data Schedule, the Schedule of Funding Progress 
(Exhibit 11) and the Schedule of Em ployer Contributions (Exhibit 11) w hich w ere prepared 
for the Financial Section of this report. Furtherm ore, w e certify to the best of our 
know ledge, the m ethods and assum ptions com ply w ith generally recognized and accepted 
actuarial principles and practices set forth by the Am erican Academ y of Actuaries, are 
reasonable in the aggregate and w hen applied in com bination represents our best estim ate 
of the funding requirement to achieve the Retirement System 's funding Objective. 

Sincerely 

Consulting A ctuary and Principa 

RLS/FC/ct 
BROUGECAFRe 

Consulting A ctuary 

Enclosures: (Exhibits 1, 2, 6, 8, 9, 11, 12, 14, 15, 16, 17 



Actuarial Seciion 

Effective Date: 

( 1:250, 1:258) 

Fiscal Year: 

M embership: 
(1:259, 1:266) 

Contributioas : 

(I :264A) 

Creditable Service: 

Final Average 
Compensation 

Service Retirement 
Eligibility: 
(1:265A) 

Se rvice  Retireluent 
Benefits: 

(1:265A-1, 1:265A-3) 

Early Se rvice  
Retirement: 
(1:265A-2) 

SUM M ARY OF PRINCIPAL SYSTEM  PROVISIONS 

0lased on Ordinance Nos. 235 and 276) 

December 31, 1953, as restated effective April 1, 1997 (Ordinance No. 10779). 
Last amended effective Jan llaly 1, 1998 (Ordinances No. 11019 and 11020). 

Calendar year. 

Any regular employee of file City-Parish. 
Part-lime oa uncil membe rs with service prior to January 1, 1997, retroactive to 
Decembe r 31, 1976. 

Members: 9.5% of oampeasafion, adjusted ff City contribution is less tlhan 15% to 
be the larger of  8%  or 60%  of the City contribution. M ember contributions are 
picked  up by lhe City. 

City: Balance , as actuafially detenulned. 

Se rvice credited under Retirement Syslem; military service (nmximum of Ilwce years). 

Average co mpensation during the highest 36 co nsecutive monlhs of Creditable 
Se rvice . 

(1) Full retirement: 25 years of service, regardless of age. 

(2) M inimum eligibility: Age 55 wilh 10 years of service, or 20 yea rs of service, 
regardless of  age. 

Ful lRcfirement: 3.0%  of Filml Average 
Compe ttsation for ea ch year of CredRable Service . 

Minimum eligibility: 2.5% of Final Average Compe nsation for each year of 
Creditable Service . 

M aximum of  90%  of Fitml Average Compe nsation. 

If not eligible for full retirement: 
Benefits are reduced by 3%  pe r year for ea ch year under age 55 
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Actuarial Section 

Disability: 

(1:265D) 

Survivor Benefits 
(1:270) 

Elnployment 
Term ination: 

(1:267, 1:268) 

Optional Allowances 
(1:264C) 

Relirelncnl Benefit 

Adjustments: 
(1:269) 

SUM M ARY OF PRINCIPAL SYSTEM  PROVISIONS 
(CONTINUED) 

Ordinary Disability: After 10 or more years of Creditable Serv ice, 2.5%  of Final 
Average Com pensa tion limes Creditable Service , wilh a m inim um benefit of 50%  of 
Final Avera ge Compensa tion, 

Service Connected: 50%  of Final Average Compe nsa tion, plus 1.5%  of Final Average 
Compensation times Creditable Service  in exce ss of 10 years, with a maximulu benefit 
of 90%  of Final Average Compe nsa tion. 

Benefits are offset by W orkers' Compe nsation (1:26417). Ordinary disability benefits 
are paid on a life annuity basis; serv ice  connected disabilities are paid on a 50%  Joint 
& Survivor basis. 

(1) If M ember eligible for retirement, or at lea st twenty (20))'ea rs of 
Creditable Service, surviving spouse may elect Option 2 be nefits (including 
100%  Joint & Survivor actuarially equivalent to 50%  Joint & Survivor, wi th oul 
red uction for early commencement) or a refund of the M embe r's contributions 

(2) If not eligible for retirement, surviving spouse may elect a monthly benefit of 
$600 payable until remarriage, or a refund of the M ember's contributions. 

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

(4) If no be nefits are payable under (1), (2), or (3), $150 monthly be nefit to 
unm arried  depe ndent parent until dea th or remarriage. 

After 10 years of Cred itable Service, based  on Creditable Service and Final Average 
Compe nsa tion at termination date. Benefits are deferred to age 55. If M embe r 
contributions are wi thdrawn, be nefit is forfeited. 

Normal form is joint and 50% contingent survivor. For members entitled to 
Serv ice Retirem ent Benefits, actuarially equivalent to regular retirem ent allowance 

Option 1 

Option 2 

Option 3 

Refund of excess of M ember's contributions over aggregate 
be nefits paid; 

100%  Joint & Surv ivor to designated contingent annnilant 

Any other form  approved  by the Board. 

For M embe rs who retired  be fore December 31, 1989, or surv iving spouses of such 
M embe rs, who did not enter DROP, an annual payment of $600 at July 1, 1992 plus 
$30 for ea ch yea r retired since then (excluding first yea r). 

76 City-Parish Employees' Retirement System 



A cluarial Section 

Deferred Retirem ent 

Option Plan (DROP) 
(1:271) 

Deferred  Retirement 

Option Plan (DROP) 
(1:271) 

Compensated  Absences: 
(1:262) 

SUM M ARY OF PRIN CIPAL SYSTEM  PROVISIONS 
(CONlam m v) 

Prior to July 1, 1991 

Eligibility: If eligible to retire with an im m ediate service retirement allowance  and be- 
tween 25 and 30 years of Creditable Service. 

Duration: Tile lesser of 5 years, or 32 yea rs ntian s Creditable Service at DROP entry 

Benefits: Service retirement allowances are paid into the M ember's DROP account, 
and credited  with interest at th e ra te set by the actuarial form ula. No further M ember 
or employer contributions are payable, and no furth er be nefits are accru ed . 

Upon retirement and termination of DROP participation (or death), the M ember (or 
be neficiary) may elect one of the following: 

(a) 
(b) 
(c) 

A lum p sum of the DROP account balance; 
A life annuity based on the DROP balance; 
Any other m ethod of paym ent approved  by th e Board of Trustees 

Normal survival be nefits payable to surv ivors of retirees are paid upon dea th of tile 
M ember while a DROP participant. 

On and after July 1, 1991 

Comparable to pre-July 1, 1991 provisions, exce pt interest is not cred ited to DROP 
account until the conditions of DROP participation have been satisfied, lfthe M ember 
does not term inate em ploym ent at the end of tbe  DROP period, po tential interest 
credits are forfeited . 

Upo n written co nsent of the M embe r or his 
surv iving spo use, th e Retirement System will provide the following with respect to 
unused, accumulated vacation time and sick leave: 

(a) 

Co) 

Cash payment for a po rtion, with th e rem ainder added to the M ember's 
Creditable Service, on the basis of one (1) hour for ea ch two (2) hours of 
unused tim e. 

Conversion of all of the accum ulated  time to Creditable Service, on the basis of 
one (1) hour for ea ch hour of uan sed  accumulated  time and sick leave. 

Any unused  time co nverled to serv ice cred it is included  in deterntining eligibility for 
retirement and be nefits. For purposes of determ ining Final Avera ge Compensation, 
co mpensation at the time of retirem ent or dea th is assumed  to continue for the period of 
added service . 

Changes Since Prior 
Valuation: None. 
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Valuation Date 

Valuation M ethod 

Asset Valuation 
M ethod: 

SUM M ARY O F ACTUARIAL ASSUM PTIO NS AND M ETH O DS 

January 1, 1999 

Entry Age Normal Actuarial Cost M ethod  with Unfunded Acluarial 
Accrued Liability 

M arket Value as of January 1, 1996. Beginning January 1, 1997, adjusted 
M arket Value with 20% of unrealized gains (or losses) recognized each 

Actuarial Assumptions: 

Investment Return: 8%  compounded annually 

Salary Increases 

Aggregate Payroll 
Growth: 

Non-Disabled  
M ortality: 

4%  compounded annually due to inflation, plus longevityhnerit in 
acco rdance with followi ng schedule: 

30 
35 
40 
45 
55 

+1.25%  
+ 1.00%  
+.75%  
+.50%  

0%  

+2.00%  
+1.75%  
+1.50%  
+.50%  

0%  

6% compounded annually (not applicable for 1999) 

1971 Group Annuity M ortality Table, producing following specimen rates 

20 
30 
40 
50 
60 
70 

D isabled  M ortality: Sam e as non-disa bled mortality 

M ale 

.0503%  

.0809%  

.1633% 

.5285%  
1.3119%  
3.6106%  

Female 

.0260%  

.0469%  

.0938% 

.2151%  

.5489%  
1.6477%  
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A ctuarial Section 

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

Turnover and Disability: In accordance with the followi ng specim en rates 

A~  
20 
25 
30 
35 
40 
45 
50 
55 
60 
61 
62 
63 
64 
65 

Disabili~ 
.0006 
.0OO6 
.0006 
.0007 
.0011 
.0022 
.0046 
.0102 
.0320 
.0355 
.0400 
.0450 
.0410 
.0195 

Turnover 
.079 
.077 
.072 
.063 
.052 
.040 
.026 
.009 
.001 
.000 
.000 
.OO 0 
.000 
.000 

Probabilities of disa bility are in accordance wi th tile Eleventh Actuarial Valuation of tile Railroad Retirem ent System 
Turnover is based on the table below: 

"File ultim ate turnover ra tes are modified as follows, based on years of employment: 

Year 
1 
2 
3 
4 
5 
6+ 

Regular, BREC 
200%  
150%  
100%  
100%  
100%  
70%  

Assumed Transfers to Retirement System (for acc umulated vacation and sick lea ve, e.g.) 

BREC 
Regular 
Fire 
Police 

Total 
1.0 year 
1.0 yea r 
1.7 years 
1.5 yea rs 

Fire Police 
60%  
60%  
50%  
50%  
50%  
40%  
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Actuarial Section 

Retircm en! 

Type of Disability 

P, ecovery: 

P, em arriage: 

Spouse's Ages 

lvlarilal Status 

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

Earlier of 25 years of service credit or age 55 with 10 years of service cred it. 

A percentage of disa bilities is assumed to be ordinary disa bilities, as shown be low 

BREC, Regular 
Fire 
Police 

25%  se rvice -connected , 75%  ordinary 
50%  se rvice -connected , 50%  ordinary 
75%  se rvice-connected , 25%  ordinary 

No probabilities of recovery are used. 

No probabilities of re marriage are used. 

Fem ale spo uses are assumed  to be  3 years younger than m ales. 

80%  of employees are assum ed to be  m arried 

~nvestment Expenses: None provided for 

W ithdrawal of Em ployee 
Contributions: 

Sources of Data 

Changes Since Prior 
Valuation: 

100% of employees who terminate (other than retirement, death, or disabilily) are 
assumed to withdraw flteir contributions. 

M embe rship data as of December 31, 1998 was furn ished by Retirem ent Office . 
Compensated  absence  da ta as of Decembe r 31, 1998 was funfished  by Department of 
Finance. 

None. 
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,4 ctuarial Section 

ACCRUED LIABILITY ANALYSIS FOR 1998 AN D 1997 

(9.5%  M EM BER CONTRIBUTION RATE) 

Present Value of Future Benefits: 

Active M embers: 

Retirement 

Disability 

Death 

Total 

Retired M embe rs and Beneficiaries: 

Service Relirement & 

Beneficiaries 

D isability Retirements 

Terminated Vested M embers 

Leave Balances 

DROP (Future Be nefits) 
DROP (Accotmts) 
COLA Benefit.,; 

Total 

$519,553,470 
8,671,261 

8,344,151 

536,568,882 

255,943,264 

16,058,873 

2,027,160 

950,538 

97,882,661 

67,104,502 

8,127,696 

448,094,694 

$489,010,820 

8,296,518 

8,261,88! 
505,56~217 

235,849,544 

15,038,241 

1,942,010 

780,919 

92,336,297 

60,163,822 

8,003~U116 

414,11~ 9 

Total Accrued Liability $984._@ 3.576 ~ 9fi__83.168 
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Acluorial Seclion 

ANNUAL AM ORTIZATIO N O F UNFUNDED ACTUARIAL ACCRUED LIABILITY 
(9.5%  M EM BER CONTRIBUTION RATE) 

Date 

Established 

12/31/94 

12/31/95 

12/31/96 

12/31/97 

12/31/98 

Initial 

Am ount 

$176,656,909 

(12,401,873) 
17,458,146 

(12,493,691) 
(43,504,837) 

Remaining 

Balance 

At 12/31/97 

$184,063,084 

(12,725,862) 
17,669,815 

(12,493,691) 

Amortization 
Paym ent as 

Of 01/01/98 

$11,886,560 

(821,820) 
1,141,094 

(806,827) 

_$J36:513.346 ~ 99,007 

Rem aining 

Balance  

At 12/31/98 

$185,950,645 

(12,856,365) 
17,851,019 

(12,621,813) 
(43,504,837) 
~134.818.649 

Am ortiza tion 

Payment as 

Of 01/01/99 

$12,362,022 
(854,693) 
1,186,738 

(839,100) 
(2,892,~  
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A ctuarial Section 

DETERM INATION OF UNFUNDED ACTUARIAL ACCRUED LIABILITY 
(9.5%  M EM BER CONTRIBVTION RATE) 

Entry Age Normal A~uarial A~a,aed Liability as of Deoembe r 31, 1998 

Active M embers 
Retired M embers and Beneficiaries 

Total 

Actuarial Asset Value as of December 3 I, 1998 

Unfunded Actuarial Aocrued Liability as of December 31, 1998 

$426,980,993 
448,094,694 

875,075,687 

740,257,038 

RECONCILIATION OF UNFU NDED ACTUARIAL ACCRUED LIABIL ITY 

(9.5%  M EM BER CONTRIBUTION RATE) 

A. Unfunded Actuarial Accrued Liability as of December 31, 1997 

B. Normal Cost for 1998 

C. Interest at 8% on (A) and 03) 

D. City Contributions 

E. Interest on (D) 

F. Expected Unfunded  Actuarial Accrued  Liability as of Deoembe r 31, 1998 

G. 1998 (Gain) 
H. Unfunded Actuarial Accrued  I,iability as  of Decembe r 31, 1998 

1. Plati Amendanents 

J. Clmoge in Ass~mptiotts 

K. Ckange in M ethods 

L. Cltaage in Applicable Laws 

M . Unfm~ded  Actuarial Accrued  Liab ility as of Decelr, be r 31,199g 

$176,513,346 

6,568,507 

14,646,548 

(19,727,542) 

(789_39_to2) 

177,211,757 

(42,393 1,!9_083 
134,818,649 

NIA 

N/A 

N/A 

N/A 
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Actuarial Section 

ANALYSIS OF FINANCIAL EXPERIENCE 

GAINS AND LOSSES IN UNFUNDED ACTUARIAL LIA BILITY DURING YEARS ENDPD 1994 - 1998 
RESULTING FROM  DIFFERENCES BETW EEN ASSUM ED EXPERIENCE AND ACTUAL EXPERIENCE 

Investment Return 

Salary Increases 
Retirem ents 

M ortality 

Disabilily 

Turnover 

New M embers 

Leaves, Transfers, Etc. 

$(4(I,075,000) 
3,309,000 

(2,428,00O) 
988,000 

(446,000) 
(2,344,000) 
(3,071,000) 

.~ A..2,162,000) 

$ Gmn or (Loss) For Year 
1995 1996 

$ (7,834,000) 
(8,908,000) 
1,646,000 

(379,000) 
002,000) 

(1,314,000) 
(2,128,000) 

_  (2,021,000) 

$ (825,000) 
(6,223,000) 
(1,307,000) 
(861,000) 
(287,000) 

(1,792,000) 
(1,855,000) 
(1,476,000) 

$ 16,693,000 
3,099,000 

2,982,000 

(1,457,000) 
(388,000) 

(2,817,000) 
(2,137,000) 

~ 1,552,000) 

1998 

$ 57,642,000 

(8,544,000) 
(577,000) 
139,000 

(445,000) 
(2,344,000) 
(2,262,000) 

_ (1,236,392) 

Gain or (Loss) from 
Financial Experience (46,229,000) (21,240,000) (14,626,000) 14,423,000 42,392,608 

Non Recurring Elem ents 

Asset Valuation M ethod 

COLA 

Assum ption Change 

Plan Amendmenl 

46,310,000 

(8,669,000) 
(329,000) 
(416,000) 

(.'omposite Gaild(Loss) 
During Year ~ $(46~229~  $16~ 4_01J 00 $~!5:371.000) ~_1~ 00~  $ 4~ 392,6608 
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Actuarial Section 

EM PLO YER CONTRIBUTION CALCULATI ON RESULTS FOR 1998 AND 1997 

(9.5%  M EM BER CONTRIBUTION RATE) 

A, Present Value of Future Benefits 

B. Actuarial Asset Value 

D 

E. 

Present Value of Future M ember 
Contributions 

Unfunded Actuarial Accrued  Liability 

Present Value of Future Nom ial Co sts 
(A-B42-D) 

F. Present Value of Future Pa)a'olls 

G. Nom ml Co st as a Percentage of 

Payroll (E/F) 

11. Current Payroll of Active M embers * 

Total Normal Co st - Beginning of Year 

City Normal Cost - Be ginning of Year 

30-Year Amortization of(D), from 1/1/95 
(27 years renmining) 

L. Total City Contribution 

* For M embers under Expected Retirement Age. 

1997 

$984,663,576 $919,683,168 

740,257,038 635,463,896 

59,493,226 58,322,181 

134,818,649 176,513,346 

50,094,663 49,383,745 

813,240,597 796,865,433 

6.160%  6.197%  

108,719,084 105,994,944 

N/A 

6.697.096 

N/A 

6,568,507 

11,547,857 14,946,120 

18,244,953 21,514,627 
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Valuation 
Dale 

A ctuarial Section 

ACTIVE M EM BERSH IP DATA 
FO R TH E SEVEN YEARS ENDED DECEM BER 31, 1998 

Valuation Tolal Active Percentage Average %  Increase in 
Dat_ ~e M embers Change Annual Payroll Annual Pay Average P~ y 

-% - .$- -$- -% - 

3,641 
3,706 
3,917 
3,934 
3,962 
4,015 
4.012 

3.3 
1.8 
5.7 
0.4 
0.7 
1.3 

(0.1) 

91,616,185 
94,471,936 
100,596,231 
104,601,384 
109,658,886 
114,102,750 
118,742,991 

*Based on tile 1992 report prepared by tile previous actuary 

25,162 
25,492 
25,682 
26,589 
27,678 
28,419 
29,597 

SCIIEDULE O F RETIREES AND BENEFICIA RIE S ADDED 
FOR TIlE SEVEN YEARS  ENDED DECEM BER 31, 1998 

Number of 
Annuitants* 

1,581 
1,647 
1,727 
1,827 
1,926 
1,999 
2,089 

Perce ntage 
Change in 

Additions Deletions M embe rship 
-~o- 

N/A 
N/A 
151 
119 
138 
105 
154 

N/A 
N/A 
71 
19 
39 
32 
64 

*Including DROP participants; 
**Based on tile 1992 repo rt prepaled by tile previous actuary 

9.0 
4.2 
4.9 
5.8 
5.4 
3.8 
4.5 

Annua l 
Annuities 

24,579,173 
26,122,418 
27,752,170 
30,545,204 
32,676,514 
34,823,622 
37,506,535 

3.5 
1.3 
0.7 
3.5 
4.1 
2.7 
4.1 

Percentage 
Change in 
Annuities 

_a/o- 

8.6 
6.3 
6.2 
10.1 
7.0 
6.6 
7.7 
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Actuarial Section 

Actives: 

BREC 

Regular 

Fire 

Police 

Total 

Annuitants 

Retirees and Survivors 

Disabilities 

DROP 

Total 

Inactive m embers 

Deferred vested  

TO TAL M EM BERSH IP DATA 

998 

Count 

192 

2,680 

565 

575 

Avemge Salary 

$23,588 
26,705 

34,491 

40,275 

~0~12 $29,597 

Count 

1,665 

140 

284 

~o89 

Average An~  

$16,327 
10,948 

30,948 

$17,594 

998 

Count 

Z~8 $10,202 

997 

Count 

186 

2,702 

554 
57._ _ _~3 

Average Sa~  

$22,902 
26,014 

31,634 

38,444 

$28,419 

1997 

Count 

1,583 

140 

276 

Average Annuity 

$15,825 
10,224 

30.220 

$17,421 

997 

Count 

27 

Averaee Deferred Annuitv 

$10,405 
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Statistical Section 

Fiscal Year 

1992 
1993 
1994 
1995 
1996 
1997 
1998 

SEVEN-YEAR IN FORM ATION O N SELECTED DATA 

NUM BER O F ACTIV E M EM BERS 

M embers %  Increase Each Year 

3,641 
3,706 
3,917 
3,934 
3,962 
4,015 
4,012 

1.8%  
5.7%  
0.4%  
0.7%  
1.3%  

(0.07%) 

NUM BER OF RETIREES, BENEFICIARIES, VESTED TERM INATED, AND DEFERRED RETIREES 

Fiscal Year 

1992 
1993 
1994 
1995 
1996 
1997 
1998 

Retirees %  Increase Each Year 

1,610 
1,673 
1,752 
1,852 
1,952 
2,026 
2,117 

3.9%  
4.7%  
5.7%  
5.4%  
3.8%  
4.5%  
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Statistical Section 

SEVEN-YEAR INFORM ATIO N O N SELECTED DATA 

NUM BER O F SERVICE RETIREES A ND 
BENEFIT EXPENSES 

Fiscal Year 

1992 
1993 
1994 
1995 
1996 
1997 
1998 

Servio~ 
Retirees 

1,296 
1,392 
1,467 
1,502 
1,657 
1,723 
1,811 

Benefit 
Expenses 

$19,349,655 
20,555,763 
22,037,111 
23,388,121 
25,187,004 
27,065,377 
28,752,074 

NUM BER O F DEFERRED RETIREM ENTS AND 
BENEFIT EXPENSES 

Fiscal Year 

1992 
1993 
1994 
1995 
1996 
1997 * 
1998 "* 

Deferred 
Retirem ent 

285 
275 
337 
360 
444 
355 
382 

Benefit 
Expenses 

$ 2,785,255 
2,619,249 
3,026,779 
5,214,481 
5,479,425 
17,722,183 
8,025,626 

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

** Rollovers related to deferred  retirement accounts in 1998 were $4,577,853 

NUM BER OF EXCESS BENEFIT PLAN PARTICIPANTS 
AND BENEFIT EXPENSES 

Fiscal Year 

1998 

Excess Benefit 
Plan Participants 

2 

Benefit 

$ 13,101 
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Statistical Section 

SEVEN-YEAR INFORM ATIO N O N SELECTED DATA 

AVERA GE M O NTH LY SERVICE RETIREE BENEFIT 

Fisea lYear 

1992 
1993 
1994 
1995 
1996 
1997 
1998 

$1,244 
1,231 
1,252 
1,298 
1,267 
1,309 
1,323 

%  Increase Each Year 

AVERA G E M O NTH LY DEFERRED RE TIREM ENT BENEFIT 

Fiscal Year 

1992 
1993 
1994 
1995 
1996 
1997 
1998 

$ 814 
794 
748 

1,207 
1,208 
4,160 
1,751 

(1.05%) 
1.71%  
3.67%  
(2.39%) 
4.58%  
1.07%  

% lncreaseEachYear 

(2.46%) 
(5.79%) 
61.36%  
0. 08%  

244.37%  * 
(57.91~/o) 

* Includes rollover amounts related to deferred  relirement accounts in 1997, which was 
the first year of rollover eligibility. 

Fiscal Yea r 

1992 
1993 
1994 
1995 
1996 
1997 
1998 

NUM BER OF REFUNDS O F CO NTRIBUTIONS 

Number of Refunds 

251 
248 
235 
273 
298 
261 
225 

%  Increase Each Year 

(1.2o%) 
(5.24%) 
16.17%  
9.16%  

(12.42%) 
(13.8%) 
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Statistical Section 

Fiscal Year 

1992 
1993 
1994 
1995 
1996 
1997 
1998 

Fiscal Year 

1992 
1993 
1994 
1995 
1996 
1997 
1998 

SEVEN-YEAR INFORM ATIO N ON SELECTED DATA 

NUM BER OF ADM INISTRATIVE STAFF POSITIONS 

Fiscal Year 

1992 
1993 
1994 
1995 
1996 
1997 
1998 

M ember 
Contributions 

$7,631,349 
7,979,402 
8,071,425 
8,751,553 
9,033,167 
9,645,590 
11,632,339 

Benefit 
Paym ents 

$22,134,910 
23,175,012 
25,063,890 
28,602,6O2 
30,666,429 
44,787,5(0 
37.095.474 

Staff 

10 
11 
10 
11 
11 
12 
12 

REVENUES BY SOURCE 

Employer 
Contributions 

$12,096,356 
12,521,766 
12,559,091 
14,276,717 
16,219,697 
18,405,695 
20,120,542 

EXPENSES BY TYPE 

Refunds and 
W ithdrawals 

$1,315,215 
1,372,805 
1,094,799 
1,724,025 
1,815,573 
1,487,729 
1,493,287 

10.00%  
(9.09%) 
10.00%  
0.00%  
9.09% 
0.00%  

Investment 
Incom e Total 

$ 37,971,897 
46,979,756 
9,053,573 

109,255,014 
58,085,514 
103,248,527 
90,727,919 

Adm inistrative Investm ent 
Expenses Expenses 

$ 598,133 
739,135 
744,448 
791,387 
877,475 

1,020,585 
1,015,699 

$ 553,311 
1,041,234 
974,802 

1,692,436 
1,922,578 
1,764,328 
1,382,760 

$ 57,699,602 
67,480,924 
29,684,089 
132,283,284 
83,338,378 
131,299,812 
122.48(I.800 

$24,601,569 
26,328,186 
27,877,939 
32,810,450 
35,282,055 
49,060,202 
40,987,220 
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Statistical Section 

CPER S' REV EN UE BY SO UR CE FO R 1998 

C PER S' EXPEN SES BY TYPE FO R 1998 
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Statistical Section 

SCH EDULE O F PARTICIPATING EM PLOYERS 

City of Baton Rouge and Parish of East Baton Rouge 

Distaict Attorney of th e Ninetee nth Judicial District 

Nineteenth Judicial District Court 

East Baton Rouge Parish Fam ily Court 

East Baton Rouge Parish Juvenile Court 

St. George Fire Protection District 

Brownsfield Fire Protection District 

Central Fire Protec tion District 

East Baton Rouge Parish Fire Protection District No. 6 

Eastside Fire Pr otection District 

East Baton Rouge Recreation And Park Commission (BREC) 
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Alternative Retirement Plans 

DEFERRED RETIR EM ENT OPTION PLAN 

The Deferred Retirement Option Plan became effective 
January 1, 1982, an d was created  essentially to provide a 
cost of living increase for retirees, which would be cost 
neutral to th e System and the em ployer. It has undergone 
several structural chan ges over th e years. The fundam ental 
provisions of the DROP are as follows: 

_Eligibilit~ 
A member eligible for retirement may contractually, in lieu 
of im mediate termination of employm ent and receipt of a 
service retirement allowance, continue employm ent for a 
specified  period of time while deferring th e receipt of 
retirement benefits. At th e end of th e contractually specified 
time, th e employee terminates employm ent. Eligible 
members are co nsidered  th ose who ha ve attained 25 yea rs of 
cred itable service an d not m ore th an 30 yea rs of cred itable 
service (for those entering after July 1, 1991). 

Particip ation 
The m ember m ay participate in th e DROP for a pe riod not 
exce eding either 5 yea rs or a nmnber of yea rs which, when 
added  to th e number of yea rs of cred itable serv ice  in th e 
System , equals 32. Th e ordinance provides for a m ember 
with interrupted  service, while on th e DROP, to resume 
participation if he ha s not received  any distributions from his 
DROP account that were not based on his life expectancy. 

For m embe rs electing to participa te in th e DROP after 
July 1, 1991, th e m ember stroll agree to term inate 
em ployment at the end of the DROP participation period or 
immed iately receive a distribution, representing a lmnp-sum 
payment in th e amonn t eq ua l to the member's DROP 
acco unt balance , with out the addition of any interest amount, 
arid the member's DROP acco unt shall be  terminated . 
Should a m ember choose to remain employed, no additional 
service  cred it or additional be nefits shall be  ea rn ed . 

Interest Rate 
l~ch year a DROP interest rate is determined  by the 
System 's actuary an d paid to m embers' accounts where 
applicable. The rate is an  average of five (5) yea rs of market 
rates of return, com pounded quarterly, as mea sured  by th e 
System 's investment consultant. Th e DROP interest rate 
cred ited  to m em bers' acco unts is eith er th e long-term or 
short-term earn ings rate. The long-term rate is th e 
pe rce ntage rate certified  by th e actuary less one annua l 
pe rcentage point (100 basis po ints); wherea s the short-term 
rate is eq ual to the po rce ntagc ra te less two aan ual 
pe rcentage po ints (200 basis po ints). Eligible members 
receive either th e long-term or short-term rate based on 
certain criteria. The long-term ra te applies if th e m ember's 
with drawals during an annual pe riod do not exceed twenty 

(20) pe rcent of the balan ce of the account at the be ginning of 
th e annual pe riod. Th e long-term ra te also applies to 
accounts with a be ginning of pe riod balance  of $10,000 or 
less. Th e short-term ra te applies to all accounts for wi fich 
the membe r wi thdraws more than twenty (20) pe rcent of the 
be ginning of pe riod  balan ce. 

For a membe r who termina tes employment in accordance 
wi th the DROP co ntract term s, mid thus becomes a retiree, 
an election can be  made regarding th e withdrawal of DROP 
account funds. Th e retiree  can choo se any of the following 
options: 
1. a lura p-sum distribution of th e balan ce  in th e 

DROP account, provided he ha s not yet received 
his first regular  pe nsion paym ent 

2. a m eth od of distribution based  on life expe ctancy 
3. an y other ra eth od of distribution approved  by th e 

Retirem ent Boar d of Tru stees 

Surv ivor Benefits 
Essentially, a surviving spouse of a DROP participant retains 
th e sam e rights for th e account as th e member had. Th e 
meth ods of wi thdrawal ar e basically the same also. 

For beneficiaries other lha n the spo use , the be neficiary 
receives a lump-sum paym ent equal to th e membe r's 
individual account balan ce in th e DROP account. If no 
be neficiary is na med, th e m ember's estate receives the lump- 
sum payment from th e DROP account. 
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Alternative Retirement Plans 

EXCESS BENEFIT PLAN 

The Excess Benefit Plan was created as a separate, unfunded , non-qualifi ed plan, an d intended to be a qualified  governmental 
exce ss benefit arrangement as defined in Section 415(m)(3) of the Internal Revenue Code. 

A member whose benefit exceeds th e maximum benefit allowed under Sec tion 415 of th e Ced e, is entitled to a monthly be nefit 
under the exce ss benefit plan in an am ount equal to th e lesse r of th e m ember's unrestricted  be nefit less th e m axim um be nefit, or 
tbe  an lount by which th e m ember's m onthly benefit from th e pension plan  has been red uced  because of the lim itations as provided 
for in section 1:27?- of the Retiremeut Ordinance . 

The Exce ss Benefit Plan  is administered by the Retirement Board of Trustees who are assigned  th e sam e rigbts, duties, and 
responsibilities for th is plan as for the pe nsion plan. The System 's actuary is responsible for determining th e am ount of be nefits 
that may be  provided  under the pe nsion plan  solely be cause of th e lim itations of section 1:272 of the Retirement Or dinance  and 
Section 415 of th e Code. Th e actuary also determ ines th e amoan t of contributions that will be  made to th e Excess Benefit Plan 
zather than to th e pe nsion plan. 

Contributions ma y not be  accum ulated  under th e Excess Benefit Plan  to pay future retirement be nefits. Instea d, ea ch paym ent 
m ade by the employer is red uced by th e am ount determined  by the System 's actuary to be required  as funding for th e Excess 
Benefit Plan. Employer contributions made to fund the Excess Benefit Plan  are not com m ingled wi th th e m onies of the peas ion 
plan or any other qualified  plan. Also, th is plan may never receive any tran sfer of assets from th e pension plan . 
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Em ployees' Retirem ent System  
209 St. Ferdinand Street Baton Rouge, LA 70802 

Telephone: (225) 389-3272 ~ Facsim ile (225) 389-5548 



Suite 3500 One Shell Square 
New Orleans, L A 70139-3599 

REPO RT O N CO M PLIANCE AND O N INTERNAL CO NTRO L O VER FINANCIAl, 
REPORTING BASEl) ON AN AUDIT OF FINANCIAL STATEM ENTS PERFORM ED 1N 

ACCORDANCE W ITH GOVERNM ENTA UDITING STANDARDS 

M em ber of the Board of Trustees 
Em ployees' Retirem ent System of the 

City of Baton Rouge and Parish of East Baton Rouge 

W e have audited the general purpose financial statements of the Emp]oyees' Retirement System of the City 
of Baton Rouge and Parish of East Baton Rouge (the System), as of and for the year ended December 31, 
1998, and have issued our report thereon dated April 27, 1999. W e conducted our audit in accordance w ith 
generally accepted auditing standards and the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States. 

Com pliauce 

A s part of obtaining reasonable assurance about whether the System 's financial statements are free of 
m aterial m isstatem ent, we perform ed tests of its com pliance with certain provisions of laws, regulations, 
contracts and grants, noncom pliance with which could have a direct and m aterial effect on the determ ination 
of financial statement amounts. However, providing an opinion oll compliance with those provisions was not 
an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests 
disclosed no instances of noncom pliance that are required to be reported under G overm nent Auditing 

Standards. 

nternal Cootrol O ver Financial Reoortine 

In planning and perform ing our audit, we considered the System 's internal control over financial reporting in 
order to determ ine our auditing procedures for the purpose of expressing our opinion on the financial 
statem ents and not to provide assurance on the internal control over financial reporting. Our consideration of 
the intern al control over financial reporting would not necessarily disclose all matters in the internal control 
over financial reporting that m ight be material weaknesses. A m aterial weakness is a condition in which the 
design or operation of one or more of the intern al control components does not reduce to a relatively low 
level the risk that m isstatem ents in am ounts that would be m aterial in relation to the financial statem ents 
being audited m ay occur and not be detected within a timely period by employees in the normal course of 
performing their assigned functions. W e noted no matters involving the internal control over financial 
reporting and its operalion that we consider to be m aterial weaknesses. 

IIII 



This report is intended solely for the inform ation and use of the Board of Trustees of tile Plan, the System 's 
m anagement, the City of Baton Rouge/Parish of East Baton Rouge, and the Legislative Auditor's Office and 
is not intended to be and should not be used by anyoue other than these specified parties. 

A pril 27, 1999 


