PAROCHIAL EMPLOYEES'
RETIREMENT SYSTEM

ACTUARIAL VALUATION AS OF
DECEMBER 31,2010



G. S. CURRAN & COMPANY, LTD.

Actuarial Services
- 10555 N. Glenstone Place ¢ Baton Rouge, Louisiana 70810 » (225)769-4825

Gary S. Curran, FCA, MAAA, ASA, EA Gregory M. Curran, FCA, MAAA, ASA, EA
Consulting Actuary Consulting Actuary

June 21, 2010

Board of Trustees

Parochial Employees' Retirement System
P.O. Box 14619

Baton Rouge, Louisiana 70898-4619

Ladies and Gentlemen:

We are pleased to present our report on the actuarial valuation of the Parochial Employees'
Retirement System for the fiscal year ending December 31, 2010. Our report is based on the
actuarial assumptions specified and relies on the data supplied by the system's administrators and
accountants. This report was prepared at the request of and exclusively for the Parochial
Employees’ Retirement System of the State of Louisiana and its auditors in connection with our
actuarial valuation of the retirement system. It is not suitable for other purposes or intended for any
third party. The primary purpose of the report is to determine the actuarially required contribution
for Plan A and Plan B for the fiscal year ending December 31, 2011. In addition, this report
recommends minimum employer contribution rates for fiscal 2012, and provides information
required for the system’s financial statements.

This report has been prepared in accordance with generally accepted actuarial principles and
practices; and to the best of our knowledge and belief fairly reflects the actuarial present values and
costs stated herein. The undersigned actuaries are members of the American Academy of Actuaries,
and meet the Qualification Standards of the American Academy of Actuaries to render the actuarial
opinions contained herein. If we can be of further assistance in amplifying any of the information
contained herein, please let us know. '

Sincerely,
G. S. CURRAN & COMPANY, LTD.
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SUMMARY OF VALUATION RESULTS
PAROCHIAL EMPLOYEES' RETIREMENT SYSTEM - PLAN A

Valuation Date: December 312010 December 31200
Census Summugr Active Members 14,791 14,795
Retired Members and Suwdrs 5,531 5413
Terminated Due a Deferred Benefit 556 562
Teminated Due a Refund 6,762 6,611
Payrdl: $ 546,737,427 $ 536408372
Benefits in Pgment: $ 97,650642 $ 90207961
Market Value of Assets: $ 2,225,041407 $ 1,904114,041
Frozen Unfunded Actuarial Accruddability: $ 45,756,457 $ 53552388
Actuarial Asset Value (AVA): $ 2,259207,052 $ 2,135230590
Ratio Of Net AVA To GASB25 Acaued Liability: 98.0%0 97.5%%
*kkkkkkkkkkkkkkhkkhkkkkkhkkkhkkkhkkkhkkkkkhkkkhkkkkhkkhkkhkkkhkhkkhkkkhhkkhkkkhkkkhkkhkkhkkhkhkkhkhkhkkkkhkkhkkkkkhkkkhkkhkkhkkkkkkx *kkkkkkkk *kk
2011 2010
Empl oyerso6 Normal Cost (Jan®ar7§230326 $ 65674503
Amortization Cost (January 1): $ 11,427,772 $ 10988243
Interest Adjusted Actuarially Required Contributions
Including Estimated Administrative Costs: $ 94,101,077 $ 80542738
Projected Ad Valorem and Revenue Sharing $ 5,960,476 $ 6,229,353
Actuarially Required Net Pect Employer Contributions $ 88,140,601 $ 74,313,385
Actuarially Required Net Direct Employer Contribution Rate 15.58% 13.46%
Actual Net Direct Employe€ontribution Rate: 15.7%% 15.7%%

kkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkhkkkkkkkkkkkkkkkkkhkkkkkkkkkkkkkkkkkkkkkkkhkkkkkkkhkkkkkkkkkk *kk

Minimum Net Direct Employer Contribution Rate: For Fiscal 2Q12: 15.506 For Fiscal 2011 13.25%
Employee Contribution Rate9.50% of Payroll

Actuarial Cost Method: Frozen Attained Age Normal Actuarial Cost Method

Valuation Interest Rate: 7.50% (Net of Investment Expense)

Census Exclusions:  All individuals submitted by the system were included in the valuation.

Basis ofActuarial Asset Value: The actuarial value of assets is based on the market value of investment securities adjusted
to average in asset earnings above or below the assumed rate of return owgearfperiod subject to a corridor limit of

85% to 15% of the market value of assets. If the smoothed value lies outside of the corridor limit the preliminary value is
determined by averaging the smoothed value with the corridor limit. Agbaoshare of expense fund assets based on
current salaries is addéa the preliminary values to produce the final value.

Changes in Valuation Methods, Assumptions, and Amortization Peridd$tange was made to the mortality assumptions
for actives and retirees along with the assumed rates oGP retirement. nl addition, changes were made to the
assumed rates of retirement, disability, and DROP entry for members hired prior to January 1, 2007.

Method of Recognizing Gains and Losses: Under the Frozen Attained Age Normal Method, actuarial gains and losses are
spread over future normal costs.
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SUMMARY OF VALUATION RESULTS
PAROCHIAL EMPLOYEES' RETIREMENT SYSTEM -PLANB

Valuation Date: December 312010 December 31200
Census Sumary: Active Members 2,313 2,290
Retired Members 576 560
Terminated Da a Deferred Benefit 125 118
Teminated Due a Refund 1430 1,426
Payroll: $ 81,999,193 $ 79,373895
Benefits In Paymat: $ 5349314 $ 4,986096
Market Value of Assts $161,776161 $ 134,940,283
Unfunded Actuarial Accrued Liability: N/A N/A
Actuarial Asset \lue: $ 163075793 $ 150,446,497
Funded Ratio (GASB 50) 87.620 87.90%
kkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkkhkkkkkkkkkkkkkkkhkkx *kk
2011 2010
Empl oyersé Nor mal Cost (Januér §123995: $ 7,531699
Amortization Cost (January 1): N/A N/A
Interest Adjusted Actuarially Required Contributions
Including Estimated Administrative Costs: $ 8594351 $ 7,965,456
Projected Ad Valorem and Revenue Sharing $ 893,947 $ 921,782
Actuarially Required Net DiredEmployer Contributioa $ 7,700,404 $ 7,043,674
Actuarially Required Net Direct Employer Contribution Rate 9.07% 8.60%
Actual Net Direct Employer Contribution Rate: 10.00% 10.00%

kkkkkkkkkkkkkkkkkkkkhhhhhkhkhkkkkkkhhkhhhhhhhrhhkkkhkkhhhhhhhhhrrhkkkrkkkhkhhhhix *kkkkkkkkkkkkhkkkkx *%k%

Minimum Net Direct Employer Contribution Rate: For Fiscal 2012: 9.00% For Fiscal 2011: 8.50%

Employee Contribution Rate:3.00% of salary

Actuarial Cost Method: Aggregate Actuarial Cost Method
Valuation Interest Rate:7.50% (Netof Investment Expense)
Census ExclusionsAll individuals submitted by the system were included in the valuation.

Basis of Actuarial Asset Valudhe actuarial value of assets is based on the market value of investment securities adjusted
to average irasset earnings above or below the assumed rate of return ovetyadiveeriodsubject to aorridor limit of

85%to 115% of the market value of asset$ the smoothed valukes outside of the corridor limit the preliminary value is
determined by avaging the smoothed value with the corridor limi pro-rata share of expense fund asdmsed on

current salaries added to the preliminary values to produce the final value.

Changes in Valuation Methods, Assumptions, and Amortization Perfddtange was made to the mortality assumptions
for actives and retirees along with the assumed rates ofDRGP retirement. In addition, changes were made to the
assumed rates of retirement, disability, and DROP entry for members hired prior to Ja208&r¥. 1,

Method of Recognizing Gains and Losses: Under the Aggregate Actuarial Cost Method, actuarial gains and losses are
spread over future normal costs.
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COMMENTS ON DATA

For the valuation, the administrative director of the system furnished a camsnagmetic diskette
derived from the systemb6s master data processi
date of birth, service credit, annual salary, and accumulated contributions. Information on retirees
detailing dates of birth of reges and beneficiaries, as well as option categories and benefit amounts,
was provided in like manner. In addition, data was supplied on former employees who are vested or
who have contributions remaining on deposit. As illustrated in Exhibit X, therd4aré1 active
members in Plan A, of whon7,341 members, including36 participants in the Deferred Retirement
Option Plan (DROP), have vested retirement beneds31 former members of Plan A or their
beneficiaries are receiving retirement benefits. afiditional 7,318 former members of Plan A have
contributions remaining on deposit with the system. This inclé8@svho have vested rights or have

filed reciprocal agreements for future retirement benefits. Census data on members of Plan B may be
foundin Exhibit XXI. There are,313active members in Plan B, of whotp56 members, including

38 DROP participants, have vested retirement benedt§ former members of Plan B or their
beneficiaries are receiving retirement benefits. An additidyabs former members of Plan B have
contributions remaining on deposit with the system. Of this nuniB&rhave vested rights or have

filed reciprocal agreements for future retirement benefits. All individuals submitted were included in
the valuation.

Cersus data submitted to our office is tested for errors. Several types of census data errors are
possible; to ensure that the valuation results are as accurate as possible, a significant effort is made to
identify and correct these errors. In order to miae coverage errors (i.e., missing or duplicated
individual records) the records are checked for duplicates, and a comparison of the current year's
records to those submitted in prior years is made. Changes in status, new records, and previous
records, vmich have no corresponding current record are identified. This portion of the review
indicates the annual flow of members from one status to another and is used to check some of the
actuarial assumptions, such as retirement rates, rates of withdrawahoatadity. In addition, the

census is checked for reasonableness in several areas, such as age, service, salary, and current benefit
The records identified by this review as questionable are checked against data from prior valuations;
those not receht verified are included in a detailed list of items sent to the system's administrator for
verification and/or correction. Once the identified data has been researched and verified or corrected,
it is returned to us for use in the valuation. Occasignstime requested information is either
unavailable or impractical to obtain. In such cases, values may be assigned to missing data. The
assigned values are based on information from similar records or based on information implied from
other data in theecord.

I n addi tion to the statistical i nformati on p
administrative director furnished gener al i nf ol
benefits and funding. Valuation asset valasswvell as income and expenses for the fiscal year were
based on information furnished by the systembs
Maher, L. L. P. As indicated in the systembds au
$2,225041,407 as of December 312010. For Plan A, the net investment income for fis2810
measured on a market value basis amounteg?3,730146. Contributions to Plan A for the fiscal

year totaled $43379865 benefits and expenses amountedtb4y 93690.

-3-
G. S. Curran & Company, Ltd.



The net mar ket val ulel796f61&slofsDecerBoers3P040s BoeRlasy Bha s $
net investment income for fisc@D10 measured on a market value basis amountep?1 62703
Contributions to Plan B for the fiscal yeataled $#1,719724 benefits and expenses amounted to
$6,138193.

Prior to 2010, the system maintained a segregated expense fund. Act 871 of the 2010 legislative
session eliminated the expense fund. Assets from the expense fund were allocatédiso fineds
for Plan A andPlanB.

Notwithstanding our efforts to review both census and financial data for apparent errors, we must rely
upon the systemb6bs administrative staff and acc
submittel information is limited to validation of reasonableness and consistency. Verification of
submitted data to source information is beyond the scope of our efforts.

COMMENTS ON ACTUARIAL METHODS AND ASSUMPTIONS

This valuationof Plan Ais based on therBzen Attained Age Normal actuarial cost method with the
unfunded accrued liability frozen as of December 31, 1989. Under the provisions of Louisiana R.S.
11:103 the unfunded accrued liability for Plan A, which was determined to be $110,022,497 as of
Decenber 31, 1989, was amortized over forty years with payments increasing at 4% per year. In Plan
A, payroll growth in excess of 4% per year will reduce future amortization payments as a percentage
of payroll; payroll growth below 4% per year will increaseoatization payments as a percentage of
payroll. Plan B is funded utilizing the Aggregate Actuarial Funding Method. This method does not
develop an unfunded actuarial liability. Under the Frozen Attained Age Normal Cost Method and the
Aggregate Cost Metid, actuarial gains and losses are spread over future normal costs. Thus,
favorable plan experience will lower future normal costs; unfavorable experience will cause future
normal costs to increase. In both plans, benefit and assumption changes drespréature normal

costs. Under the provisions of R.S. 11:105, the Board of Trustees froze the employer contribution rate
in Plan Afor fiscal 20@ and several other fiscal years prior to that. As prescribed in R.S. 11:105,
excess funds if any, genegdtby these freezes of the employer contribution(gter to fiscal 2008)

were allocated to reduce the frozen unfunded accrued liability. As a result, the current frozen
unfunded accrued liability will be fully amortized by December 31 520Ihe excss funds collected

in fiscal 2008 were credited to the Funding Deposit Account.

The actuarial assumptions utilized for the report are outlined on [gdge$8. All calculations,
recommendations, and conclusions are based on the assumptions spetilietthe extent that
prospective experience differs from that assumed, adjustments will be required to future contribution
levels.

An experience study was conducted texamine decrement experience for the fund over the last five
years, as well as sajaincrease rates. Rates of actual to expected decrements were calculated for
disability, withdrawal, retirement, and DROP entry. The size of the fund does not lend itself to the
construction of full tabular decrement rates at each age based on recagree In addition, the

unique benefit structure makes the use of standard tables impractical. Thus, the results of the analysis
were used to adjust the existing tabular rates by assigning 50% credibility to recent experience and
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50% to the previouslhadopted rates in cases where the ratio of actual to expected rates were
sufficiently different from 1 to warrant the change. The results of the analysis are as follows:

Plan A (Ratio of Actual/Expected) Plan B (Ratio of Actual/Expected)
Retirement Rats: 0.81 Retirement Rates: 0.63
DROP Entry Rates: 0.96 DROP Entry Rates: 081
Disability Rates: 0.62 Disability Rates: 0.65
Withdrawal Rates: 0.96 Withdrawal Rates: 0.92
PostDROP Retirement Rates:0.81 PostDROP Retirement Rates: 0.70

For PlanA, withdrawal and DROP entry rates were left at prior levels since the actual to expected
ratios were close to 1. Rates for retirement, disability, and[PREIP retirements were set at the
average of the prior rates, and the product of the prior ratégpied by the actual to expected (A/E)

ratio. For Plan B, the prior withdrawal rates were left unchanged since the A/E ratio was close to 1.
All other decrements were adjusted in the same manner as the adjustments were carried out in Plan A.
With the exception of posDROP rates, no changes were made to assumptions related to members
who joined the system on or after January 1, 2007, since there was not sufficient accumulated
experience available for these participants.

We also revewedthe rate of dary increases for both plans. For both plans, the current assumed rate

of increase in salaries is 5.75%. The geometric average of these rates over the last five years was
4.31% in Plan A and 5.17% in Plan B. Since these rates are very sensitive goottmmnic
environment and the recent five years is certainly atypical, a decision was made to maintain the prior
assumptions while continuing to monitor experience.

In the case of plan mortality, new mortality assumptions were set for both plans ag&rimgvihe

study performed on combined plan data for the period of 2AfBD9. Based upon the results of this
study, a credibility weighted experience table was compared to the 2000 RP Combined Healthy table
and a projected mortality table was createsgishe liability duration of the combined plans for the
projected periodand Projection Scale AA The resulting projected mortality table was compared to
several standard tables. The RP 2000 Combined Healthy Table set back one year was selected for
male,nontdisabled annuitants, beneficiaries, and active participants. The RP 2000 Combined Healthy
Female Table was selected for female,-d@abled annuitants, beneficiaries, and active participants.

A determination was made that these tables would prodiabdity values approximating the
appropriate generational mortality tables.

The aggregate effect of all changes to assumptions was to increase the normal cost accrual rate by
1.9842% in Plan A an®.758%% in Plan B.

CHANGES IN PLAN PROVISIONS

The fdlowing changes in plan provisions were enacted during tH Zegular Session of the
Louisiana Legislature:

Act 306 made certain employees of the Lafayette -®i&yish Consolidated Government eligible to
become members of t he MannSystem.p Bhese &nmplpyees wid thesefore R e t
-5-
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no | onger be eligible to be members of the Par
affected are those employees of the departments created BgriteeRule Charter for Lafayette.

Act 869 clarifies that no political subdivision or instrumentality meeting the qualification of R.S.
11:1903(A) may enter into an agreement to extend to its employees the benefits of the Parochial
Empl oyeesd Retirement System wunl e d that politicalx t e n c
subdivisions or instrumentalities are only allowed to participate if none of their employees are eligible
to participate in another Louisiana public ret]
the political subdivision or strumentality.

Act 870 changed the interest rate payable for delinquent amounts owed to the system from 6% per

annum to the systembés actuari al valuation rat
employer that terminates its agreement with th&tesn to remit to the system that portion of the
unfunded actwuari al accrued | iability, i f any,

system. The amount due will be determined by the actuary and must be paid by lump sum or
amortizedover ten years with equal monthly payments.

Act 871 provides that where members who were enrolled in the system contribute on less than their
full compensation due to administrative error, their service credit will be reducedtpranless the
systemreceives an amount equal to the greater of employee and employer contributions plus interest
or an amount which, on an actuarial basis, totally offsets the increase in accrued liability of the system.
In addition, the act changes the method used by thierayto pay its administrative expenses and
allows the Board to collect the greater of the delinquent amount with interest or the amount which
offsets the increase in accrued liability on an actuarial basis in cases where payments due the system
are foundo be delinquent.

Act 996 gives the Board of Trustees the ability to set the employee contribution rate within a given
range for each calendar year. For Plan A, the Board may set the employee contribution rate at any
level between 8% and 11%. For PlantiBe Board may set the employee contribution rate at any level
between 3% and 5%.

ASSET EXPERIENCE

The actuarial and market rates of return for the past ten years are given below. These rates of return on
assets were determined by assuming a unifostrilsution of income and expense throughout the
fiscal year.

Plan A Market Value Actuarial Value
2001 -0.8% 4.5%
2002 -2.7% -1.2%
2003 15.6% 3.4%
2004 10.2% 6.9%
2005 6.3% 11.1%
2006 12.8% 11.3%
2007 7.9% * 17.1%
2008 -25.7% ** 4. %%
2009 20.6% 9.1%
2010 15.2% 4.4%
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Plan B Market Value Actuarial Value
2001 2.7% 5.9%
2002 0.0% 0.5
2003 15.9% 5.9%
2004 9.6% 8.5%
2005 5.1% 10.6%
2006 11.6% 9.8%
2007 7.7% * 13.4%
2008 -25.0% *»*  52%
2009 20.7% 8.8%
2010 15.4% 4.6%

* Includes effect of change in asset valuation method. Effective with theé \2il0ation the method was

changed from smoothing capital gains and losses over 3 years to smoothing investment earnings above or
below the assumed ratereturnover a five year period with a-t10% of market value corridor limit.
*x Includeseffects of change in asset valuatimethod. Effective with the 2008 valuation the corridor linoits
the smoothed value were chandenim +/- 10% of market value to +/15% with smootkd values averaged
with corridor limits when they fall outside the corridor limits.

The market rate of return gives a measure of investment return on a total return basis and includes
realized and unrealized capital gains and losses assvaiterest income. This rate of return gives an
indication of performance for an actively managed portfolio where securities are bought and sold with
the objective of producing the highest total rate of return. D&0i@, Plan A earned 805076006

ard Plan B earned2$654,894 of dividends, interest and other recurring income. In addition, Plan A
had net realized and unrealized capgains on investments of H93,782160 while Plan B had
$19,060881L Investment expenses wef#,128020 for Plan A awnl $53,072 for Plan B The
geometric mean of the market value rates of return measured over the last ten y&al%viasPlan

A and5.6% for Plan B.

The actuarial rate of return is presented for comparison to the assumedrionmgte of return of.3%

used for the valuation. This rate is calculated based orsrttuothed value of assets subject to
constrains asgiven in Exhibit VI for Plan A and Exhibit XVII for Plan B. Investment income used to
calculate this yield is based upon a smoothing wéstment income above or below the valuation
interest rate. The difference between rates of return on an actuarial and market value basis results from
the smoothing utilized. Yields in excess of th8% assumption will reduce future costs; yields below

7.5 will increase future costd\et actuarial investment earningerelessthanthe actuarial assumed
earnings rate o7.5%, used for fiscak010, by $65,804,609 for Plan A and 8,441,246 for Plan B.
Theseearningsshortfallsproduced actuaridbsses which increasedhe normal cost accrual rate by
1.4988% for Plan A and).7042% for Plan B

PLAN A i1 DEMOGRAPHICS AND LIABILITY EXPERIENCE

A reconciliation of the census for tipkan is given in Exhibit X. The average active member486
years old wih 9.69 years of service and an annual salary of %6, The plan's active membership,
inclusive of DROP patrticipantgjecreased byd members during the fiscal year. The plan has
experienced mincrease in the active plan population1o821 members ogr the last five yearsA
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review of the active census by age indicates that over the last ten years the population in-thaethirty
to fifty age group has decreased while the proportion of active merabefity -one to seventy
increased. Over the sanenyear period the plan showed fairly stabledistribution amongthe
various service groupsThe average regular retiree is 72 years old with a monthly benefit @481,
The number of retirees and beneficiaries receiving benefits from the systeaseutbyl18 during

the fiscal year; over the last five years the number of retirees has incred&8&l by

Plan liability experience for fisca2010 was favorable Retirementsand dsabilities were below
projected levelsretiree deathswvere above thos projected. In addition, salary increases were
significantly below projected levelsAll of these factors tend to reduce coskéowever,thesefactors
were partiallyoffsetby withdrawals belowprojected level&and DROP entries above projected levels
Plan liability gainsdecreasedthe normal cost accrual rate by473%.

PLAN B T DEMOGRAPHICS AND LIABILITY EXPERIENCE

A reconciliation of the census for tiplan is given in Exhibit XXI. The average active member is 46
years old with &1 years of ervice and an annual salary of5381 Theplan's active membership,
inclusive of DROP participantsncreased by23 members during the fiscal year. The plan has
experienced raincreasein the active plan population &43 members over the last five aies. A
review of the active census by age indicates that over thefagears the population in thederfifty
agegroup has decreased while the proportion of active menageBfty-one to seventyincreased.
Over the same teyear period the plarhsweda fairly stable distribution of the various service groups
with a slight increase in active membership with more than 20 years of sefieeaverage regular
retiree is 73 years old with a monthly benefit &8 The number of retirees and bewéries
receiving benefits from the system increasedl®yluring the fiscal year; over the last five years the
number of retirees has increasedBy

Plan liability experience for fisca&2010 was favorableRetirements disabilities and DROP entries
were below projected levelsretiree deathsvere abovehose projectedn addition, salary increases
were significantly kelow projected levels. All of these factors tend to reduce costs. However, these
factors were partially offset by withdrawals belpwojected levels. Plan liability gains decreased the
normal cost accrual rate bys@0P%.

FUNDING ANALYSIS AND RECOMMENDATIONS

Actuarial funding of a retirement system is a process whereby funds are accumulated over the working
lifetimes of employees such a manner as to have sufficient assets available at retirement to pay for
the lifetime benefits accrued by each member of the system. The required contributions are
determined by an actuarial valuation based on rates of mortality, terminati@iligis and
retirement, as well as investment return and other statistical measures specific to the particular group.
Each year a determination is made of two cost components, and the actuarially required contributions
are based on the sum of these twmponents plus administrative expenses. These two components
are the normal cost and the amortization payment on the unfunded actuarial accrued liability. The
normal cost refers to the portion of annual cost based on the salary of active particiganternl
unfunded accrued liability (UAL) refers to the excess of the present value of plan benefits over the
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sum of current assets and future normal costs. Each year the UAL grows with interest and is reduced
by payments. Under the funding method usedfiih plans, changes in plan experience, benefits, or
assumptions do not affect the unfunded actuarial accrued liability. These items increase or decrease
future normal costs.

In order to establish the actuarially required contribution in any given iyéanecessary to define the
assumptions, funding method, and method of amortizing the UAL. Thus, the determination of what
contribution is actuarially required depends upon the funding method and amortization schedules
employed. Regardless of the imed selected, the ultimate cost of providing benefits is dependent
upon the benefits, expenses, and investment earnings. Only to the extent that some methods
accumulate assets more rapidly and thus produce greater investment earnings does the furmding meth
affect the ultimate cost.

Liability and asset experience as well as changes in assumptions and benefits can increase or decrease
plan costs. In addition to these factors, any COLA granted in the prior fiscal year would increase
required contributionsNew entrants to the system can also increase or decrease costs as a percent of
payroll depending upon their demographic distribution and other factors related to prior plan
experience. Finally, contributions above or below requirements may reduceeasméuture costs.

Under the provisions of R.S. 11:103, excess or deficient contributions typically decrease or increase
future normal costs. However, if the minimum net direct employer contribution is scheduled to
decrease, the board mayaintain the contribution rateat some level above the minimum
recommended rate

The effects of various factors on the cost structure for Plan A are outlined below:
Empl oyer 6s Nor mailFis&a2@Q@ Acc i3u42806 Rat e

Factors Increasing the Normal Césicrual Rate:

COLA Loss 0.3080%

Assumption Loss 1.9841%

Asset Loss 1.4988%
Factors Decreasing the Normal Cost Accrual Rate:

Plan Liability Experience 1.0473%0

New Members 0.3820%

Contribution Gain 0.258%

Empl oyer 6s Nor maiFis€&ab28% Ac c 1524680 Rat e

In addition to the above changes in the plan normal cost rate, payroll growth affects plan costs to the
extent that payments on the systemdbs unfunded |
in payroll growth ordecline. If payroll changes at rates not consistent with the amortization schedule
the result will be costs that change as a percentage of payroll. For2ddalthe net effect of the

change in payroll on amortization costs wasniwease such costsy 003% of payroll for Plan A.

Required net direct employer contributions are also affected by the available ad valorem taxes and
revenue sharing funds which the system receives each year. When these funds change as a percentag
of payroll, net direct mployer contributions are adjusted accordingly. We estimate that for Plan A
these funds collected in fiscal ZDwill decreasd®y 008% of payroll.
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For Plan A, the derivation of the actuarially required contribution for the current fiscal year isrgiven i
Exhibit I. The normal cost for fiscal 20 as of January 1, 2Q is $78230326. The amortization
payment on the plands frozenlld2r772as of daduarg L, 8Qu ar i a |
The total actuarially required contribution istelenined by adjusting these two values for interest
(since payments are made throughout the fiscal year) and adding estimated administrative expenses.
As given on line & of Exhibit | the total actuarially required contribution for fiscal120is
$94,101,077. When this amount is reduced by projected tax contributions and revenue sharing funds,
the resulting employers' net direct actuarially required contribution for fisddl 0$88,140601

This is1558% of the projected Plan A payroll for fidc2011. After rounding this result to the nearest

.25 % as required by the statutes we recommend a minimum net direct employer contribution rate of
15.5% for fiscal 2012.

The effects of various factors on the cost structure for Plan B are outlined below:
Empl oyer s Nor maiFis€a2@Q@ Acc t0B&@® Rat e

Factors Increasing the Normal Cost Accrual Rate:

Asset Experience 0.7042%

Assumption Loss 0.7585%
Factors Decreasing the Normal Cost Accrual Rate:

Plan Liability Experience 0.670P%

New Members 0.2878%

Contribution Gain 0.1684%

Empl oyer &8s Nor maiFis€ab28X Ac c tOru® Rat e

In Plan B we estimate that the projected tax contribution as a percentage of payrddcnetise by
.08% of projected payroll.SincePlan B isfunded under the Aggregate Actuarial Cost Methibe

plan has no unfunded accrued liabilitfhe normal cost for fiscal 2Qlas of January 1, 2Qlis
$8,123995 The interest adjusted actuarial and administrative cost for fisdalig2@iven on line 2

of Exhibit XIl as 8,594,351 When this amount is reduced by projected tax contributions and revenue
sharing funds, the resulting employers' minimum net direct actuarially required contribution is
$7,700404. This is9.07% of projected payroll for fis¢a2011. After giving consideration to the
rounding requirements in the statutee recommend a minimum net direct employer contribution rate
of 9.00% of payroll for fiscal012 for Plan B.

Under the provisions of R.S. 11:107 the board mayntainthe né direct employer contribution rate

for Plan A at 15.75% or allow it to decrease to 15.50%. For Plan B the board may set the rate at any
rate between 10.00% and 9.00%hould the net direct employer contribution rate be set at a level
above the minimum ate under R.S. 11:107, the resulting additional contributions paid by the
employers, if they exceed any potential contribution losses, would be added to the Funding Deposit
Account.

Future actuarial measurements may differ significantly from the cumeasurements presented in
this report due to such factors as the following: plan experience differing from that anticipated by the
economic or demographic assumptions, changes in economic or demographic assumptions, completion
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of amortization payments arredit schedules, and changes in plan provisions or applicable law.
Analysis of the effect of all these factors is beyond the scope of this report.

We have, however, calculated the sensitivityhafplansd coststo two factors First, based on currén
assets and demographics, for each percentage under (over) performtdmecetoirn on the actuarial
value of assetghere will be a corresponding increase (reduction) in threnal cost accrual rate of
0.51% for Plan A and.26% forPlan B We have ao determined that 6 reduction in the valuation
interestrate for Plan A would increase tlaetuarially required contribution rate for fiscal 208y
8.84%; for Plan B the increase would be22x6.

Although Plan A and Plan B showquired contributionates below current actual rat@ssignificant

portion of investment losses incurred in fiscal 2008 have not yet been released into the actuarial value
of assets due to the current asset smoothing methodology. These losses will be released over the nexi
two yearsandeven when thénvestmentgains forfiscal 2009 and®010 are factored inthis will put

upward pressure on costs as they are released into income.

COST OF LIVING INCREASES

During calendaf010 the actual cost of living (as measured bg tJS Department of Labor GBI)
increased byl.50%. Cost of living provisions for the system are detailed in R.S. 11:1937 and R.S.
11:246. The former statute allows the board to use interest earnings in excess of the normal
requirements to grant annuaist of living increases of 2.50% of the current benefit to retirees aged 62
or over, who have been retired at least one year. R.S. 11:246 provides cost of living increases to
retirees and beneficiaries over the age of 65 equal to 2% of the benefitmiemiayn October 1, 1977,

or the date the benefit was originally received if retirement commenced after thatR&8el11:241
provides that cost of living benefits shall be in the form (unless the board otherwise specifies) of
$X3 (A+B) where X is at mos$l and "A" represents the number of years of credited service accrued
at retirement or at death of the member or retiree and "B" is equal to the number of years since
retirement or since death of the member or retiree to Decembef 8ie initial yearof such increase.

The provisions of this subpart do not repeal provisions relative to cost of living adjustments contained
within the individual laws governing systems; however, they are to be controlling in cases of conflict.

All of the above provisios require that the system earn sufficient excess interest earnings to fund the

i ncreases. Il n addition, the ratio of the pl a
established in R.S. 11:242. Tihd & ofecttheo® nacted &
assets to the Pension Benefit Obligation. We have determined that fo2fi$0aheitherPlan Aor

Plan Bhasmet the necessary target ratioearned sufficient excess interest to provide a cost of living
increase tats retirees
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Plan A - Components of Present Value of Future Benefits
December 312010

$642,139,432

$45,756,45

$370,489,10

$2,259,207,05

O Present Value of Future Employer Normal Cost (Net of Funding Deposit Acc
B Unfunded Accrued Liability

B Present Value of Future Employee Contributions

B Actuarial Value of Assets

Plan A - Components of Present Value of Future Benefits
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Plan A - Components of Actuarial Funding
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Actuarial Value of Assets vs. GASE25 AccruedLiability
Plan A
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Plan A - Net Non-Investment Income

$ Millions

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 2008 2009 2010
Non-Investment Income (gil) B | cc0| 605|736 | 91.7| 102.3] 99.0 | 108.2 | 118.6 | 121.9 | 143.4
Benefits and Expenses ($Mil) ]| 64.2| 64.4 | 68.4| 75.6| 83.7 | 90.1| 94.1 | 1023 | 108.1 | 114.8
Net Nonrtinvestment Income ($Mil) =——| 18 | 51 | 52 | 16.1| 186 | 89 | 141 | 16.3 | 13.8 | 28.6

Plan A - Total Income vs. Expenses
(Based onMarket Value of Assets)
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Plan A - Active i Census By Age

(as a percent)
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Plan B - Components of Present Value of Future Benefits
December 312010

$67,221,53!

$17,527,00:
$163,075,79

OPresent Value of Future Employer Normal Cost (Net of Funding Deposit Account)
B Present Value of Future Employee Contributions
B Actuarial Value of Assets
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Plan B - Components ofActuarial Funding
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Plan B - Net Non-Investment Income

(%2}
C
i)
=
&
-2
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 2010
Nor+Investment Income ($Mil) B >3 38|41| 53 |56|60|64| 74]|83] 117
Benefits and Expenses ($Mil) [ 1|33|31|35| 38 |43|48|51|56| 61| 6.1
Net Nonrtinvestment Income ($Mil) —H |-05( 07| 06| 15 (13| 12| 13| 18| 22| 56

Plan B - Total Income vs. Expenses
(Based onMarket Value of Assets)

$ Millions

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010

Total Incone ($Mil) 35| 33| 39| 149 | 11.3| 198 | 16.6 | -28.8 | 31.3 | 329

L
Benefits and Expenses ($Mil) [ ]| 33 | 31 | 35 | 3.8

4.3 4.8 51 5.6 6.1 6.1

Net Change in MVA ($Mil)

02] 02| 04| 111 | 70| 150 | 115 | -344| 252 | 26.8
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Plan B - Active i Census By Age

(as a percent)
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Plan BT Historical Asset Yield

Yield (As a percen

-25.0

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

B Yield on Actuarial Value of Assets B Market Yield

-21-
G. S. Curran & Company, Ltd.



Exhibits



OU A WN R

~

10.
11.

12.
13.

14.
15.
16.
17.
18.

19.
20.

21

EXHIBIT |
PLAN A: ANALYSIS OF ACTUARIALLY REQUIRED CONTRIBUTIONS

Present Value of Bure BaefitS.........ooeuviiiiiiiiiiiiieee e $ 3,317592043
Funding Deposit Accour@redit Balance...............cccoevvvviviieeeee e, $ 27,231,818
Unfunded ActuariaAccrued Liability...........ccccvviiiiiiiiiiieeeiiiiiiiiiceeecceeee e $ 45756457
Actuarial Value Of ASSELS.......ccoiiiiiiiiiiiiiiiieee bbbt e e $ 2,259207,052
Present Value of Future Empleg Contributions...............coooeeeeiiieeee e, $ 370489102
Present Value of Fututemployer NormalCosts (12-3-4-5).......cccccceeeeeiiinnnnnn. $ 669,371250
Present Value ofUfure Salaries...........cccccuvviiiiiiieeeniiiiiieee e $ 4,390597,911
Employer Normal Cost Accrual Raté (7) ...........ccooeveviiiiiiiiiieene e, 15.24556Q%
Projected Fiscal 2 Salary for Carent Membership..........cccccoeeeeeeiiiiieeenn. $ 513135141
Employer NormalCost as of January 1, PD(8X 9) .....ceveveeeiieieeeieeieeeieeen, $ 78230326
Amortization Payment on remaining frozen Unfunded Accrued Liability of
$45,756457with Payments incresmg at 4% per year.......cccccccvvveeeeeeeeerenne. $ 11,427,772
TOTAL Employer Normal Cost and Amortizatidtayment{0+ 11)............. $ 89658098
Employer Normal Cost and Amortization Payment Interest Adjusted
for Midyear Payment..............oooo i ee e $ 92959495
Estimated Administrative Cost for FiscallA0...........ccccccoiiiiiiiiceeiiieeeee, $ 1,141,582
TOTAL Administrative and Interest Adjusted Actudr@oss (13 + 14).......... $ 94,101,077
Progcted Ad Valorem Tax Contributions for Fiscall2Q...................cc.coeeee. $ 5,820608
Projected Revenue Sharing Funds for Fiscall20.................cccoovvieeeeeene. $ 139868
Employers' Minimum Net Direct Actuarially Required Contribution
for Fiscal 2AL (57T 16T 17).ccceeiiiiiiiiiiiiiiiitiee e ener e $ 88140601
Projected Payroll for Fiscal 2Q..............cooeiiieiiii e eeeeee $ 565710916
Empl oyersé Mini mum Net Direct Actuarially
as a % of Projected Payroll for Fiscall2q18 - 19)...........vvvviiieeeiieeeieeeennnns 15.58%
Minimum Recommendelet Direct Employer Contribution Rate for Fiscal
2012 (20 Rounded to NeareBt259%0).......ccuuuuuruummmiiniie et 15.50%
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EXHIBIT i
PLAN A: PRESENT VALUE OF FUTURE BENEFITS

PRESENT VALUE OF FUTURE BENEFITS FOR ACTIVE MEMBERS:

Retirement BENEFitS. ... $ 2,145990880
SUNVIVOrBENERtS... .o 41,686531
Disability BenefitS........ccoooiviiiiiiiiiiieeee e 52,317,149
Vested Brmination BenefitS.........ccoovvvvviiiiiiiiceencceeeeeeen, 75,058546
Refund of ContributionS..........ccocveeiiiiiii e 57,610323
TOTAL Present Value of Future Benefits factive Members..........ccccoeevveeennnen.

PRESENT VALUE OF FUTURE BENEFITS FOR TERNATED MEMBERS:

Terminated Vested Members Due Beatsehit Retirement... $ 43,776672

Terminated Members with Reciprocals

DueBenefits at Retirement..........cooouveeveeiiiieeeeeeeeaenns 125101
TerminatedMlembers Due a Refund...........c.ooovvivniiieeee. 6,416,265
TOTAL Present Value of Future Benefits fberminated Members...................

PRESENT VALUE OF FUTURE BENEFITS FOR RETIREES:

Regular Retirees

MaXiMUML....ieeeeei e e $ 422634267

(@011 0] 10t SRR 2,218845

(@] 110 ] o 102 RS 193,058097

OPLioN 3. 101295406

(©]0] 10 o 10 A 49,261,835
TOTAL Regula RELIEES.......uvvieiiiiiiiiieeee e $ 768468450
Disability REtrEeS........cevveiiiiiiiiie s eeneee s 61,052,082
SUIVIVOIS & WIHOWS......cveiiiiiieei et e 64,922556
Reserve for Accrued RetiredRDP Account Balances............ 167488
TOTAL Present Value of Future Benefits for Reéis & Survivors.....................

TOTAL Present Valu®f FUTUIE BeNefitS . ...oo.iie e e e
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$ 2372663429

$ 50,318038

$ 894610576

$ 3,317592043






