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LETTER OF TRANSMITTAL

Cecelia Corbin Hunter
Director
Employees’ Retirement System

It is my pleasure to join the Boards of Trustees and
staff in presenting the 2002 Annual Report on the
systems and programs administered by the
Employees’ Retirement System (ERS). By statute,
the staff of ERS administers seven separate and

distinct systems:

= Employees’ Retirement System of Georgia

= Public School Employees Retirement System

®» Legislative Retirement Systemn

» (Georgia Judicial Retirement Systemn

» Georgia Defined Contribution Plan

» State Employees’ Assurance Department (GTLI)
» State Social Security contracts with political

subdivisions

This annual report includes letters from our actuary,
Buck Consultants, Inc., on the funding of the retire-
ment systems and the Group Term Life Insurance
Program with highlights from the most recent valua-
tion of each system; an investment report, including
a listing of the Pooled Investment Fund Portfolio;

and the auditors’ report from Deloitte & Touche.

INVESTMENTS

At ERS’ inception, legislation authorized a 50/50 split
between equities and bonds. Thus, the investments
of ERS have been forward thinking and always have
included a diverse portfolio of bonds and equities. In
the early days, trust funds were managed by a sole
custodian bank. In 1974, the in-house Division of
Investment was created; and in 1983 multiple outside

advisers became a part of the investment team.

The Division of Investment has maintained a policy
of “conservatism” and “preservation of capital,” and
has successfully outperformed the market. At the end
of 1982 the trust funds had a market value of $1.017
billion; ten years later, 1992, the market value was
$5.6 billion; and, ten years later, at the end of 2002,
the market value was $12.8 billion.

The ERS staff joins me in expressing our sincere
thanks to the Boards of Trustees for their leadership.
In addition, we appreciate the support of the
Governor, Lizutenant Governor, Retirement
Committee Chairmen of the Georgia General
Assembly House of Representatives and Senate,
respectively, and departmental officials. With this
continued support, and the diligence of our staff, we
can assure our members and retirees that we have a
successful operation and are providing protection and

financial soundness to the retirement system.

Bovtr: CBbhtfontbe.

Cecelia Corbin Hunter, Director
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LEGISLATION

ACT 950 (8B 62) -
EMPLOYEES RETIREMENT SYSTEM

Amends O.C.G.A. 47-1-14(a) relating to the exemption from
public inspection to redefine “retirerent system” to include
any association of like political subdivisions, the purpose of
which is the pooling of funds for retiremnent or pension

PUTPOSES.

Amends 47-2-96(j) to allow Old and New Plan members to
receive credit for up to two years of military service, which
began during the draft period {September 16, 1940 to Mach
31, 1947 and June 24, 1948 to July 1, 1973) and extends past
military draft cut-off date. Member shall pay the regular
employee contribution of 5 percent of compensation last paid
as an employee before entering military service or 5 percent
first paid as an employee after returning from military service,
plus 4 1/2 percent interest. Application must be made prior to
December 31, 2003,

ACT 918 (SB138) -
PUBLIC SCHOOL EMPLOYEES
RETIREMENT SYSTEM

Amends 47-4-101 to increase the maximurn benefit multiplier
from $12.00 up to $15.00 to the extent funds are appropriated.
Minimurn benefit multiplier increases from $9.50 to $12.00.
The General Assembly appropriated and Governor Barnes
approved an increase from $12.00 to $12.50 times the years of
creditable service. The increase was effective in retiree checks
for the month of July, which were deposited or mailed on the
last business day of July 2002,

ACT 931 (HB 227) -
EMPLOYEES' RETIREMENT SYSTEM

Creates the Georgia Military Pension Fund under O.C.C.A. 47-
24 for members of the Georgia National Guard effective July 1,
2002. Board of Trustees of ERS shall administer the fund.

ACT 998 (HB 254) -

EMPLOYEES & GEORGIA JUDICIAL

RETIREMENT SYSTEMS

Amends 47-23-64 to allow state court judges and selicitors
general to transfer ERS active service to GJRS or establish ERS

refunded service under GJRS by paying back contributions plus
regular interest (4%). ERS must be notified not later than
December 31, 2002 or within 90 days of first becomning a
mernber of GJRS, whichever date is later. No service can be
credited that will create any accrued unfunded liability on this

systern.

ACT 895 (HB 552) —
GEORGIA JUDICIAL RETIREMENT SYSTEM
Amends O.C.G.A. 47-23-21 to allow the Board of Trustees

from time to time to adopt 2 method or methods to establish

an employee contribution rate lower than as established in
Asticle 5, provided such rate shall not be lower than 6 1/2 %.
Such method shall be based on (1) recommendation of
actuary, (2) actuarial soundness of fund, and (3) other factors

as Board deems relevant.

ACT 997 (HB 557} -

EMPLOYEES & GEORGIA JUDICIAL
RETIREMENT SYSTEMS

Amends O.C.G.A. 47-23-29 to establish Group Term Life
Tnsurance {GTLI) for active members of GJRS on or after July
1, 2002 and to be administered via contract by the ERS Board

of Trustees. The GTLI coverage will be basically the same as
that in effect for ERS members.

ACT 994 (HB 666) -
EMPLOYEES' RETIREMENT SYSTEM

Amends O.C.G.A. 47-2-263 to allow any member subject to
47-2-262 up to four years prior service as a full-time law assis-
tant for a judicial circuit employed pursuant to O.C.G.A.
15-6-28 by paying an amount determined by the actuary as
necessary to grant prior service without creating any accrued
actuarial liability to the System. Payment must be made not
later than July 1, 2003, or within six months of first or again

becoming a member, whichever is later.
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LEGISLATION

ACT 959 (HB 785) -
EMPLOYEES' RETIREMENT SYSTEM

ACT 69 (HB 1372) -
INVESTMENT OF PENSION FUNDS

Amends O.C.G.A. 47-2-326 to allow employees of the Georgia
Rail Passenger Authority to become members of ERS effective

July 1, 2002 or on the date of employment, whichever is later.

ACT 958 (HB93D) -
EMPLOYEES RETIREMENT SYSTEM

Amends O.C.G.A. 47-2-110(c} to provide that benefits of a
retired member who retired on a normal service retirement
with at least 10 years of actual service as an officer or trooper
of the Uniform Division of the Department of Public Safety
shall not be suspended if he or she accepts full-time or part-
time employment with the Department of Public Safety or the
Department of Motor Vehicle Safety as a radio operator or a
driver’s license examiner. No employee benefits shall accrue,
including retirement credits. This provision would no longer

apply on or after July 1, 2007.

Also amends 47-2-334(c) to state that employee contributions
shall not be less than 1% nor greater than 1 1/2%, with .25%
credited to GTLI. Any reduction in percentage shall be based
upon (1) recommendation of actuary, {Z) actuarial soundness
of fund in accordance with standards provided in 47-20-10 or
higher standards adopted by Board, and (3) other factors
deemed relevant by the Board.

Adds 47-2-299 to allow an employee of a Community Service
Board created pursuant to 37-2-6 to obtain prior service as an
employee of a private nonprofit hospital deemed to be the
community health center through a contract with the
Department of Human Resources and which was authorized to
bill Medicaid for outpatient clinic option services under the
state community mental health program prior to December 31,
1991, and who, without a break in service, became an
employee of the Community Service Board in the same posi-
tion held in the private hospital. Applies to both Old and New
Plan members. Member must pay amount deemed by the
actuary to grant such benefit without creating any accrued
actuarial liability to the retirement system. Application must
be made by Decermnber 31, 2002.

Creates the Joint Study Committee on Economic
Development Through the Investment of State Pension Funds

into Private Equities.

OTHER LEGISLATION OF INTEREST

ACT 928 (HB 1313} -
ALL SYSTEMS

Increases the amount of retirement income exclusion to
$14,000 for taxable years beginning on or after January 1, 2001
and prior to January 1, 2002; $14,500 for taxable years begin-
ning on or after January 1, 2002 and prior to January 1, 2003;
$15,000 for taxable years beginning on or after January 1, 2003.
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CACTUARIAL SUMMARY
EMPLOYEES' RETIREMENT SYSTEM

ACTUARY'S CERTIFICATION LETTER

BUCK
CONSULTANTS

A Mellon Consulting Company

200 Galleria Parkway, N.W.  Suite 1900
Atlanta, Georgia 30339-5945

August B, 2002

Board of Trustees

Employees’ Retirement Systemn of Georgia
Twao Northside 75, Suite 300

Atlanta, GA 30318

Members of the Board:

Section 47-2-26 of the law goveming the operaticn of the Employees’ Retirement System of Georgia provides that the actuary shall make pericdic
valuations of the contingent assets and liabilities of the Retirement System on the hasis of regular interest and the tables last adopted by the Board
of Trustees. We have submitted the report giving the results of the actuarial valuation of the System prepared as of June 30, 2001. The report indi-
cates that annual employer contributions at the rate of 5.66% of active payroll for Old Plan members and 10.41% of active payroll for New Plan
members for the fiscal year ending June 30, 2003 are sufficient to support the benedits of the System. In preparing the valuation, the actuary relied
an data grovided by the System. While not verifying data at the source, the actuary performed tests for consistency and reasonableness. Dur firm,
: as actuary, is respansible for all of the actuarial trend data in the financial section of the annua! report and the supporting schedules in the actuarial
i section of the annual report.

|
I
i
|
|
Attention: Ms, Cecelia Corbin Hunter, Executive Director
i

Since the previous valuation, the actuarial assumptions have been revised to reflect the results of the experience investigation adopted by the Board
on.une 20, 2002. In aur opinian, the valuation is complete and accurate, and the methodology and assumptions used are reasonable as a basis for
the valuation, The valuation takes inte account the effect of all amendments to the System enacted thraugh the 2002 session of the General Assembly
as well as the 1.5% Ad Hoc COLAs effective July 1, 2002 and January 1, 2003,

The System is funded on an actuarial reserve basis. The actuarial assumptions recommended by the actuary and adopted by the Board are in the
‘ aggregate reasonably refated to the experience under the System and to reasonable expectations of anticipated experience under the System. The
assumptions and metheds used for funding purposes meet the parameters set for the disclosures presented in the financial section by Governrmental
Accounting Standards Board {GASB) Statement Nos. 25 and 27. The funding objective of the plan is thet cantribution rates over time will remain level
as a percent of payrell. The valuation method used is the entry age norma! cost methad. The normal contribution rate te cover current cost has been
determinad a5 a level percent of payroll. Gains and losses are reflected in the unfunded accrued liability which is negative and being amortized as a
i level percent of payroll within a 20-year period.

The Retirement System is being funded in confarmity with the minimum funding standard set forlh in Code Section 47-20-10 of the Public Retirement
Systems Standards Law. In our opinion the System is operating on an actuarially sound basis. Assuming that contributions to the System are made
by the employer from year to year in the future at the rates recommendad on the basis of the successive actuarial valuations, the continued sufii-
ciency of the retirement fund to provide the benefits called for under the System may be safely anticipated.

i This is to certify that the independent consulting actuary is a member of the American Academy of Actuaries and has exparience is performing valu-
: ations for public retirement systems, that the valuation was prepared in accordance with principles of practice prescribed hy the Actuarial Standards
Beard, and that the actuarial calculations were perfarmed by qualified actuaries in accordance with accepted actuarial pracedures, hased on the
curvent provisions of the retirement system and on actuarial assumptians that are intemally consistent and reasanably based on the actual Bxperi-
ence of the System.

Sincerely,

Gt

Edward A. Macdonald
Principal, Consulting Actuary

EAM:sr

Buck Consuliants, Inc.
770|956-2488 Fax 770 |933-8336
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ACTUARIAL SUMMARY
EMPLOYEES' RETIREMENT SYSTEM

VALUATION BALANCE SHEET — as of June 30, 2001 — dollar amounts in thousands

ACTUARIAL LIABILITIES

(1)  Present value of prospective benefits payable on account of
present retired members, beneficiaries of deceased members,
and members entitled to deferred vested benefits:

Service and disability benefits

Death and survivor benefits

Deferred vested benefits
Total

(2)  Present value of prospective benefits payable on account of
present active members:
Retirement and survivor allowances
Refunds of members’ contributions
Total

(3}  Total Actuarial Liabilities

PRESENT AND PROSPECTIVE ASSETS
(4)  Actuarial value of assets
(5)  Present value of total future contributions = (3) - (4)

(6}  Tresent valuc of future member contributions and employer
paid member contributions

(7)  Present value of future employer contributions = (5) - (6)

(8)  Employer normal contribution rate

(9)  Present value of future payroll {1%)

(10)  Prospective normal contributions = (8) x (9)

(11)  Prospective unfunded accrued liability contributions = (7} - (10)

(12) Total Present and Prospective Assets

$ 4,875,973
407,503
138.156

$ 8,977,154

61,276

$ 2,709,438

$ 1,311,432
6.24%
$ 241,154

$ 5421632

9,038,430
$ 14,460,062

$ 11,750,624

1,398,006

1,504,801

(193.369)
$ 14.460.062
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ACTUARIAL

SUMMARY
EMPLOYEES' RETIREMENT SYSTEM

SUMMARY OF PRINCIPAL RESULTS — as of June 30, 2001 — dollar amounts in thousands

VALUATION DATE JUNE 30, 2001

Active members:

Number 75,132

Annual Compensation $ 2,397,169
Retired members and beneficiaries:

Number 25,889

Annual aflowances $ 538,890
Assets:

Market Value $ 12,343,625

Actuarial Value 11,750,624
Unfunded actuarial accrued liability $  (193,369)
Amortization Period 20 years

For Fiscal Year Ending June 30, 2003

Annual required employer contribution rates (ARC):

Old Plan
Normal 6.24%
Accrued Liability. (0.58)
Total 5.66%
New Plan
Normal (includes 4.75% paid for member) 10.99%
Accrued liability {0.58)
Total 10.41%

JUNE 30, 2000

75,318
$ 2,304,289

24,488
$ 480,380

$ 13,301,163
10,999,901
$  (426,493)

40 years

June 30, 2002

6.51%

(0.85)
5.66%

11.26%

_{0.85)
10.41%

The valuation reflects 1.5% Ad Hoc COLAs effective July 1, 2002 and January 1, 2003 and the effect of amendments to the System

enacted through the 2002 session of the General Assembly.
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ACTUARIAL SUMMARY

PUBLIC SCHOOL EMPLOYEES RETIREMENT SYSTEM

ACTUARY'S CERTIFICATION LETTER

BU

C/
CONSULTANTS

A Mellon Consulting Company

200 Galleria Parkway, N.\W. Suite 1900
Atlanta, Georgia 30339-5845

July 15, 2002

Board of Trustees

Georgia Public School Employees’ Retirement System
Two Northside 75, Suite 300

Atlanta, GA 30318

Attention: Ms, Cecelta Corhin Hunter, Executive Director
Members of the Board:

Section 47-4-60 of the law goveming the operation of the Georgia Public School Employeas' Retirement System provides that the employer contribu-
tions shall e actuarially determined and approved by the Board, We have submitted the report giving the results of the actuarial valuation of the System
prepared as of June 30, 2001. The repost indicates that annual employer contributions at the rate of $105.67 per active member far the fiscal year
ending June 30, 2003 are sufficient to support the benefits of the System. In preparing the valuation, the actuary relied on data pravided by the System.
While niot verifying data at the source, the actuary pesformed tests for consistency and reasonableness. Que firm, as actuary, is responsible for all of
the actuarial trend data in the financial section of the annual report and the supparting schedules in the actuarial section of the annual report.

Since tha previous valuation, the actuarial assumptions have been revised to reflect the results of the experience investigation approved by the Board
on June 20, 2002. In our opinion, the valuation is complete an accurate, and the methodology and assumptions used are reasunable as a basis for the
valuation. The valuation takes into account the effect of 2mendments to the System enacted change the 2002 session of the General Assembly. Since
the previous valuation, the benefit multiplier for active and retired members has been increased by $0.50, from $12.00 to $12.50.

The System is funded an an actuarial reserve basis. The actuarial assumptions recommended by the actuary and adopted by the Board are in the aggre-
gate reasonably related to the experience under the System and to reasonable expectations of anticipated experience under the System. The
assumptians and methads used for funding purposes meet the parameters set for the disclosures presented in the financial section by Govemmental
Accounting Standards Board {GASB) Statement Nos. 25 and 27. The funding objective of the plan is that contribution rates over time will remain level
as a dolar per active member, The valuation method used is the entry age normal cost method. The normal contribution rate to cover current cost has
been determined as a dollar per active member. Gains and losses are reflected in the unfunded accrued liability which is negative and being amortized
as a level dollar per member within a 40-year pariod.

The valuation has been prepared in accordance with the parameters set forth in Statement Nos. 25 and 27 of the Governmental Accounting Standards
Board. The annual required contribution {ARC) of the employer under GASB for the fiscal year ending June 30, 2003 is $4,120,677, which will liquidate
the unfunded accrued liability over a 40-year periad, The System has a negative Net Pensian Obligation {NP0) because mere than the annua! reguired
contribution under GASB 25/27 was made for the fisca! years ending June 30, 1998, June 30, 1999, June 30, 2000, and June 39, 2001. Since the
appropriation amounts for fiscal years 2002 and 2003 are greater than the ARC for the respective years, the plan will centinue to increase the negative
NPO.

The Retirement System is being funded in conformity with the minimum funding standard set forth in Code Section 47-20-10 of the Public Retirement
Systems Standards Law. In our apinion the System is operating on an actuarially sound basis. Assuming that contributions to the System are made
by the emplayer from year to year in the futura at the rates recommended on the basis of the successive actuarial valuations, the continued sufficiency
of the retirement fund to provide the benefits called for under the System may be safely anticipated.

This is to certify that the independant consulting actuary is a member of the American Academy of Actuaries and has experience is performing valua-
tions for public retirement systems, that the valuation was prepared in accordance with principles of practice prescribed by the Actuarial Standards
Board, and that the actuarial calculations were performed by qualified actuaries in accordance with accepted actuarial procedures, based on the current
provisions of the retirement system and on actuarial assumptions that are internally consistent and reasonably based on the actual experience of the
System.

Sincerely,

e

Edward A. Macdoneld
Principal, Consulting Actuary

.EAM:sr

Buck Consultants, Inc.
770|955-2488 Fax 770[933-8336
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) ACTUARIAL SUMMARY

PUBLIC SCHOOL EMPLOYEES RETIREMENT SYSTEM

VALUATION BALANCE SHEET — as of June 30, 2001

ACTUARIAL LIABILITIES

(1) Present value of prospective benefits payable on account of
present retired members, beneficiaries of deceased members,
and terminated members entitled to deferred benefits $ 354945717

(2)  Present value of prospective benefits payable on account of
present active members:

Service retirement allowances $ 299,933,891
Disability retirement allowances 16,522,551
Refunds of members” contributions 5.663.828
Total 322,120,270
(3)  Total Actuarial Liabilities $ 677,065,987

PRESENT AND PROSPECTIVE ASSETS

(4)  Actuarial value of assets $ 708,391,000
(5)  Present value of total future contributions = (3) - {4) $ (31,325,013)
(6)  Present value of future member contributions to the

Members’ Contributions Fund 7,069,428
(7} Present value of future employer contributions to the

Pension Accumulation Fund = (5) - (6) $ (38,394,441)
(8)  Employer normal contribution rate $ 288.48
(9)  Present value of future membership service 196,373
(10)  Prospective normal contributions = (8) x (9) 56,649,683
(11)  Prospective unfunded accrued liability contributioné = (7} - (10) (95.044.124)
(12)  Total Present and Prospective Assets $ 677.065,987
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ACTUARIAL
PUBLIC SCHOOL EMPLOYEES RETIREMENT SYSTEM

SUMMARY OF PRINCIPAL RESULTS - as of June 30, 2001

SUMMARY

VALUATION DATE

Active members:

JUNE 30, 2001

JUNE 30, 2000

Number 38,997 36,182
Retired members and beneficiaries:
Number 11,661 11,394

Annual allowances
Assets:
Market Value

Actuarial Value

Unfunded actuarial accrued liability

Amortization Period 40 years 40 years
For Fiscal Year Ending June 30, 2003 June 30, 2002
Employer contribution rate per active member:
Normal $ 286.48 $ 429.36
Accrued Liability {182.81) {108.39)
Total $ 105.67 $ 32097 -

Annual required employer contributions {ARC):

$ 34,151,616%*

$ 748,571,000
708,391,000

$ (95,044,124)

$ 29,388,547

$ 813,296,000
667,642,000

$ (52,285,329)

Normal $ 11,249,855 $ 15,535,104
Accrued Liability (7,129.178) {3.921.878)

Total 4,120,677 11,613,226

Annual appropriation $ 15,258,226 $ 12,874,104

*  Does not include increase in benefit accrual rate effective July 1, 2000, The results of the valuation have been adjusted to

include this increase.

o e

** Does not include increases in benefit accrual rate effective July 1, 2002. The results of the valuation have been adjusted to
include this increase.

The valuation takes into account the effect of amendments to the System enacted through the 2002 session of the Ceneral Assembly.
Since the previous valuation, the benefit multiplier for active and retired members has been increased by $0.50, from $12.00 to $12.50.
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ACTUARIAL SUMMARY

LEGISLATIVE RETIREMENT SYSTEM

ACTUARY'S CERTIFICATION LETTER

BU

C/
CONSULTANTS

A Mellon Consulting Company

200 Galleria Parkway, N.W. Suite 1900
Atlanta, Georgia 30339-5845

July 17, 2002

Board of Trustees

Legislative Retirement System of Georgia
Two Northside 75, Suite 300

Atlanta, GA 30318

Attention: Ms. Cecelia Carbin Hunter, Executive Director

Members of the Board:

Section 47-6-22 of the law goveming the operation of the Georgia Legislative Retirement System provides that the actuary shall make periodic valuations
of the contingent assets and liabilities of the Retirement System on the basis of regular interest and the tables last adopted by the Board of Trustees, We
have submitted the repost giving the results of the valuation of the System prepared as of June 30, 2001. The report indicates that no annual employes
contributions for the fiscal year eading June 30, 2003 are required to support the henefits of the System. In preparing the valuation, the actuary relied on
data provided by the System. While not verifying data at the source, the actuary performed tests for consistency and reasonableness. Our firm, a5 actuary,
is responsible for all of the actuarial trend data in the financial section of the anqual repart and the supporting schedules in the actuarial section of the
anaual report.

Since the previous valuation, the post-retirement mortality tables have been revised to reflect the results of the experience investigation adopted by the
Board on June 20, 2002. In our opinion the valuation is complete and accurate, and the methodology and assumptions used are reasonable as a basis
for the valuation. The valuation takes into account all amendments to the System enacted through the 2002 session of the General Assemhly,

The System Is funded en an actuarial reserve basis. The actuarial assumptions recommended by the actuary and adopted by the Board are in the aggre-
fate reasonably related to the experience under the System and to reasonahle expectations of anticipated experience under the System. The assumptions
and methods used for funding purposes mest the parameters set for the disclosures presented in the financial section by Governmental Accounting
Standards Board (GASB) Statement Nos. 25 end 27. The funding objective of the plan is that contribution rates over time will remain level as a dollar per
attive member. The valuation method wsed is the unit credit cost method. The normel cortribution rate to cover current cost has been determined as a
dollar per active member. Gains and losses are reflected in the unfurded accrued liability which is negativa and being amortized as a level doflar per active
member,

The valuation has heen prepared in accordance with the parameters set forth in Statement Nos. 25 and 27 of the Govermental Accounting Standards
Board. The annual required contribution {ARC} of the emplayer under GASB for the fiscal year ending June 30, 2003 is $0. The System has a negative
Net Persian Obligation (NPO} because more than the annual reguired cantribution under GASB 25/27 was made for the fiscal years ending June 30, 1998,
June 30, 1999, June 30, 2000, ang June 30, 2001, Since the contribution amounts for fiscal years 2002 and 2003 are greater than the ARG, the plan wil
contine to increase the negative NPQ,

The Retirement System is being funded in conformity with the minimum funding standard set forth in Code Section 47-20-10 of the Public Retirement
Systems Standards Law. In our opinion the System is operating on an actuarially sound basis, Assuming that contributions to the System are made by
the employer from year o year in the future at the rates recommended on the hasis of the successive actuarial valuatians, the continued sufficiency of
the retirement fund to provide the benefits called for under the System may be safely anticipated.

This is to certify that the independent consulting actuary is a member of the American Academy of Actuaries and has experience is parforming valuations
for public retirement systems, that the valuation was prepared in accardance with principles of practice prescribed by the Actuarial Standards Board, and
that the actuarial calculations were performed by qualified actuaries in accordance with accepted actuarial procedures, based on the curent provisions
of the retirement system and on actuarial assumptions that are internally consistent and reasonably based on the actual experience of the System.

M

Edward A. Macdanald
Principal, Consulting Actuary

EAM:sr

Buck Consultants, Inc.
770|955-2488 Fax 770 |933-8336

i2
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ACTUARIAL SUMMARY

LEGISLATIVE RETIREMENT SYSTEM

VALUATION BALANCE SHEET — as of June 30, 2001

ACTUARIAL LIABILITIES

Present value of prospective benefits payable on account of:

(1}  Present retired members and beneficiaries of deceased
members and members entitled to deferred vested benefits

(Z)  Present active members:
Service retirement allowances
Disability retirement allowances
Survivor allowances

Refunds of members’ contributions
Total

(3)  Total Actuarial Liabilities

PRESENT AND PROSPECTIVE ASSETS

(4)  Actuarial value of assets

(5)  Present value of total future contributions = (3) - (4)

(6)  Present value of future member contributions

(7)  Present value of future employer contributions = (5) - (6)
(8)  Prospective normal contributions

(9}  Prospective unfunded actuarial accrued liability
contributions = (7) - (8)

(10) Total Present and Prospective Assets

$ 15,014,337

$ 7754271
549,926
316,573
347,327
$ 8,968,097
$ 24,582,434
$ 26,034,000
$ (1,451,566)
1,596,150
$(3,047,716)
1,376,103

$ (4,423 ,819)
$ 24,582,434

2002 — Employees Retirement System of Georgia
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ACTUARIAL SUMMARY

LEGISLATIVE RETIREMENT SYSTEM

SUMMARY OF PRINCIPAL RESULTS — as of June 30, 2001

VALUATION DATE

JUNE 30, 2001

JUNE 30, 2000

Number of active members 212 210
Retired members and beneficiaries:

Number 192 189

Annual allowances $ 1,108,552 $ 1,056,360
Assets:

Market Value $ 27,777,000 $ 29,525,000

Actuarial Value

Unfunded actuarial accrued liability

26,034,000
$ (4,423,819)

24,666,000
$ (3,038,310

Amortization Period N/AX N/A*
For Fiscal Year Ending June 30, 2003 June 30, 2002
Employer contribution rate per active member:
Normal $ 429.86 $ 780.23
Accrued Liability (429.86) (780.23)
Total $ 0.00 $ 0.00
Annual required employer contributions (ARC):
Normal $ 91,130 $ 163,848
Accrued Liability (91.130) (163.848)
Total ] 0

* If the annual required employer contribution (ARC) is based on 40 year amortization of the unfunded accrued liability, the ARC
is less than $0, which is not allowed under GASB 25/27. Therefore, the accrued liability contribution has been set such that the
total ARC equals $0.

The valuation takes into account the effect of amendments to the System enacted through the 2001 session of the General Assembly.
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ACTUARIAL SUMMARY B
GEORGIA JUDICIAL RETIREMENT SYSTEM

ACTUARY’S CERTIFICATION LETTER

BU

Cl'
CONSULTANTS

A Mellon Consulting Company

200 Galleria Parkway, N.W, Suite 1900
Atlanta, Georgia 30339-5945

July 8, 2002

Board of Trustees

Georgia Judicial Retirement System
Two Northside 75, Sufte 300
Atlanta, GA 30318

Attention: Ms. Cecelia Corbin Hunter, Executive Director
fdembers of the Board:

Section 47-23-21 of the law goveming the cperation of the Georgia Judiclal Retirement System provides that the actuary shall make periodic valuations of the
cantingant assets and abifities of the Retirement System on the basis of regutar interest and the tables last adopted by the Board of Trustees, We have submitted
the repart giving the results of the actuarial valuation of the System prepared as of June 30, 2001. The report indicates that no annual employer contributions
for the fiscal year ending June 30, 2003 are requirad to suppert the benefits of the System. In preparing the valuation, the actuary relied on data provided by the
S$ystem. ‘While nat verifying data at the source, the actuary performed tests for consistency and reasonableness. Que firm, as actuary, is respansible for all of
the actuarial trend data in the financial section of the annual report and the supporting schadules in the actuarial section of the annual report.

Since the previcus vahuation, the post-retirement mortality tables have been revised te reflect the results of the experience investigation adapted by the Board
en June 20, 2002. In our opinion the valuation is complete and accurate, and the methodclagy and assumptions used are reasonable as a basis for the valua-
tian. The valuation takes into account the effect of amendments to the System enacted through the 2002 session of the General Assembly, as well as the 1.5%
Ad llec GOLAs effectiva July 1, 2002 and Jonuary , 2003.

The System is funded on an actwarial reserve basis. The acluarial assumptions recommended by the actuary and adopted by the Board ase in the aggregate
reasonably related to the experience under the System and to reasonable expectations of anticipated experience under the System. The assumptions and
wethods used for funding purposes meet the parameters set for the disclosures presented in the financial seetion by Govemmental Accounting Standards Board
{GASB} Statement Nos. 25 and 27. The funding objective of the plan is that contrioution rates over time will remain level as a percent of payroll. The valuation
method used is the entry age normal cast method. The normal contribution rate to cover current cost has been determined as a level percent of payrell. Gains
and losses ara reflacted in the unfunded accrued lizbility which is negative and being amortized as a level percent of payroll within a 10-year period.

The: valuation has been prepared in accordance with the parameters set forth in Statement Nos. 25 and 27 of the Govarnmental Accounting Standards Baard.
Although there was an annual required contribution {ARC) of the employer under GASB for the fiscal year ending June 30, 2001 of 4.52% of payroll, the employer
contribution made was less than that amaunt, angl the System barely ntet the minimum funding standards set forth in Code Section 47-20-10. The System will
have & Net Pension Obligation {NPO) because less than the ARG contributions were made for the fiscal year ending June 30, 2001. The NPO will be paid off by
higher future contributians.

The Retirement System is being funded in conformity with the minimum funding standard set forth in Code Section 47-20-10 of the Public Retirement Systems
Standards Law. In our opinion, the system is operating on an actuarially sound basis. Assuming that contributions to the System are made by the employer
from year to year in the future at the rates recommended on the basis of the successive actugrial valuatians, the continued sufficiency of the retirement fund to
provide the benefits called for under the System may be safely anticipated.

This is 1o certify that the independent consulting actuary is a member of the American Academy of Actuaries and has experience is perorming valuations far
public retirament systems, that the valuation was prepared in accordance with principles of practice preseribed by the Actuarial Standards Board, and that the
actuarial calculations were perfermed by qualified actuaries in accordance with accepted actuarial procedures, based an the current provisions of the retirement
system and on actuarial assumptions that are internally consistent and reasonably based on the actual experience of the System.

Sincerely,

iz

Edward A. Macdenald
Principal, Consulting Achuary

EAM:sr

Buck Consultants, Inc.
770 |955-2488 Fax 770|933-8336
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ACTUARIAL SUMMARY

GEORGIA JUDICIAL RETIREMENT SYSTEM

VALUATION BALANCE SHEET — as of July 1, 2001

ACTUARIAL LIABILITIES

Present value of prospective benefits payable on account of:

(1} Present retired members and beneficiaries of deceased

members and members entitled to deferred vested benefits $ 51,093,721
(2)  Present active members 205,169,443
(3)  Total Actuarial Liabilities $ 256,263,164

PRESENT AND PROSPECTIVE ASSETS

() Actuarial value of assets $ 219,288,000
(5)  Present value of total future contributions = (3) - (4) $ 36,975,164
(6)  Present value of future member contributions 28,273,980
{7}  Present value of future employer contributions = (5) - (6) $ 8,701,184
(8}  Employer normal contribution rate 20.33%
(9)  Present value of future payroll (1%) $ 3,536,935
(10)  Prospective normal contributions = {8} x (9) 71,905,889
(11)  Prospective unfunded actuarial accrued liability

contributions = (7) - (10) $ (63.204.705)
(12)  Total Present and Prospective Assets . $ 256,263,164
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ACTUARIAL SUMMARY
GEORGIA JUDICIAL RETIREMENT SYSTEM

SUMMARY OF PRINCIPAL RESULTS — as of July 1, 2001

VALUATION DATE JULY 1, 2001 JULY 1, 2000

Active members:

Number 435 416
Anmnual compensation $ 37,687,700 $ 34,855,836
Retired members and beneficiaries:
Number 130 116
Annual allowances $ 5,615,022 $ 4561959
Assets:
Market Value $ 225,173,000 $ 239,644,000
Actuarial Value 219,288,000 204,136,000
Unfunded actuarial accrued liability $ (63,204,705) $ (65,708,156)
Amortization Period 10 years 12 years
For Fiscal Year Ending June 30, 2003 June 30, 2002
Annual required employer contribution rates (ARC):
Normal 20.33% 19.98%
Accrued Liability (20.33) (19.98) -
Tolal 0.00% 0.00%

The valuation takes into account the effect of amendments to the System enacted through the 2002 session of the General Assembly.

The valuation reflects the 1.5% Ad Hoc COLA’s effective July 1, 2002 and January 1, 2003

2002 — Employees Retirement System of Georgia 17




ACTUARIAL SUMMARY
GROUP TERM LIFE INSURANCE

ACTUARY'S CERTIFICATION LETTER

BUCK
CONSUITANTS

A Mellon Consulting Cornpany

200 Galleria Parkway, N.W., Suite 1900
Atlanta, Georgia 30339-5945

September 30, 2002

Board of Trustees

Employees” Retirement System of Georgia
Two Northside 75

Atlanta, GA 30318

Attention: Ms. Cecelia Corbin Huntar, Executive Director
Members of the Board:

Choptera 47 2 and 47 19 of tho Code of Georgia which govem the operation of the Georgia Employoes” Group Term Life Insuranoa Plan provido that
the actuary shall make periodic valuations of the contingent assets and liabfities of the Insurance Plan on the basis of regular interest and the tables
last adopted by the Board of Trustees. We have submitted the report giving the results of the valuation of the Plan prepared as of June 30, 2001,
The report indicates that combined employer and employee contributions at the rate of 0.75% of active payroll for Old Plan members and 0.50% of
active payrofl for New Plan members are sufficient to support the henefits of the Plan.

Since the previous valuation, the actuarial assumptions have been revised to reflect the results of the experience investigation adopted by the Board
on June 20, 2002. The valuation takes inta account the effect of all amendments to the System enacted through the 2002 sessicn of the General
Assembly.

The Plan is funded on an actuarial reserve basis. The actuanial assumptions used are in the aggregate reasonably related to the experience under the
Plan and to reasonable expectations of antigipated experience under the Plan. In our opinion the Plan is operating on an actuarially sound basis and
the suificiency of the funds to provide the bengfits called far by the Plan may he safely anticipated.

Sincerely yours,

gt

Edward A. Macdanald
Principal, Consulting Actuary

EAM:sr

Buck Consultants, Inc.
770[955-2488 Fax 770|933-8336
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ACTUARIAL SUMMARY
GROUP TERM LIFE INSURANCE

VALUATION BALANCE SHEET - as of June 30, 2001

ACTUARIAL LIABILITIES
(1)  Present value of prospective benefits payable on account
of present retired members

(2)  Present value of prospective benefits payable on account of
present active members

(3)  Total Actuarial Liabilities

PRESENT AND PROSPECTIVE ASSETS

{4)  Actuarial value of assets

{5}  Present value of future member premiums

(6)  Present value of future employer contributions

(7)  Total present assets and present value of future employee
premiurmns and employer contributions

$ 237,817,358

415,300,388
$ 653,117,746

$ 753,964,000
$73,813,379
67.840,582

$ 895,617,961

(8)  Actuarial Deficit (242,500,215)
(9)  Total Present and Prospective Assets $ 653.117.746
2002 — Employees Retirement System of Georgia 19



ACTUARIAL SUMMARY

GROUP TERM LIFE INSURANCE

SUMMARY OF PRINCIPAL RESULTS — as of Jure 30, 2001

VALUATION DATE

Active members:
Number
Annual Compensation

Retired members:
Number
Insurance amount

Assets:
Market Value
Actuarial Value

Actuarial deficit

Contribution rates:

Old Plan Members
Employee
Employer

Total

New Plan Members
Employee
Employer

Total

* 0.25% paid by employer

JUNE 30, 2001

75,132
$ 2,397,168,519

20,621
$ 652,905949

$ 790,700,000
753,964,000

$ (242,500,215)

0.50%*
0.25
0.75%

0.25%
0.25
0.50%

JUNE 30, 2000

75,318
$2,304,289,449

18,964
$ 580,395,780

$ 846,072,000
700,123,000

$  (65,691,207)

0.50%*
0.25
0.75%

0.25%
0.25
0.50%

20
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POOLED INVESTMENT FUND - fiscal year 2002

INVESTMENTS

$ 11,472,726,000
748,633,000
693,991,000
25,363,000
925,000
26,722,000
212.151.000

$ 13,180,511,000

* The Superior Court Judges Retirement Fund was closed on December 31, 1976. As of June 30, 2002 there were two active members
remaining in the Fund with retirement payments funded through Department of Administrative Services appropriations.

Employees’ Retirement System

State Employees’ Assurance Department
Public School Employees Retirement System
Legislative Retirement System

Superior Court Judges Retirement Fund*
Georgia Defined Contribution Plan

Georgia Judicial Retirement System

Total Pooled Investments at Fair Value

STRUCTURAL ANALYSIS OF INVESTMENTS AT FAIR VALUE

Type of Investment June 30, 2002
Short Term Investments 2%
Bonds 4%
Common Stocks 54%
Mortgages and Real Estate _ Nil

100%

2002 — Employees Retirement System of Georgia
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INVESTMENTS
TEMPORARY INVESTMENTS — as of June 30, 2002
FACE AMOUNT ISSUER FAIR VALUE
$ 228,003,000 United States Government and $ 228,003,000
Corporate Obligations
(subject to repurchase agreements due 7/01/02)
U.S. GOVERNMENT, CORPORATE AND OTHER BONDS — as of June 30, 2002
INTEREST YEAR OF FAIR MARKET
FACE AMOUNT ISSUER RATE % MATURITY VALUE

$ 3,964,130.63 General Electric 8.350 ‘ 2004 S 4,232,898.69
125,000,000.00 General Flectric Cap Corp 5375 2007 127,842,500.00
120,000,000.00 FNMA 6.375 2009 129,787,200.00
224,000,000.00 US Treas. Note 5.875 2004 238,069,440.00
790,000,000.00 US Treas. Note 4.625 2006 813,700,000.00
445,000,000.00 US 'Treas. Note 3.500 2006 437,074,550.00
1,045,000,000.00 US Treas. Note 4.375 2007 1,059,368,750.00
205,000,000.00 US 'Ireas. Note 5.000 2011 208,460,400.00
385,000,000.00 US Theas. Note 5.000 2011 390,293,750.00
1,010,000,000.00 US Treas. Note 4.875 2012 1,013,787,500.00
220,000,000.00 US Treas. Bond 7.250 2022 262,075,000.00
242,000,000.00 US Treas. Bond 6.250 2023 259,317,520.00
120,000,000.00 US Treas. Bond 6.875 2025 138,300,000.00
360,000,000.00 US Treas. Bond 6.125 2027 380,700,000.00
205,000,000.00 US Treas. Bond 5.250 2029 192,829,150.00
140,000,000.00 US Treas. Bond 6.250 2030 151,638,200.00

$ 5,639,964,130.63 $ 5,807,476,858.69
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INVESTMENTS

COMMON STOCK HOLDINGS — as of June 30, 2002

SHARES COMPANY FAIR MARKET VALUE

4,654,525 Piizer Inc. $  162,908,375.00

3,868,028 Exxon Mobil Corp. 158,279,705.76

; 3,994 139 Citigroup Inc. 154,772 886.25
l 2,691,800 Microsoft 147,241,460.00
I 2,122 995 American International Group 144,851,948 .85
2,631,500 ‘Wal-Mart Stores Inc. 144,758,815.00

2,634,520 Johnson & Johnson 137,680,015.20

1,450,460 Proctor & Gamble Co. 129,526,078.00

4313,300 General Electric Co. 125,301,365.00

3,196,250 Home Depot 117,398,262.50

2,053,700 Coca Cola Co. 115,007,200.00

2,383,460 Pepsico Inc. 114,882,772.00

2,309,800 Medtronic 98,974,930.00

1,738,170 Wells Fargo Co. 87,012,790.20

1,182,523 Bank of America Corp. 83,202,318.28

1,076,500 United Technologies 73,094,350.00

3,815,000 Intel Corp. 69,700,050.00

1,230,800 Merck & Co. Inc. 62,327,712.00

1,836,344 Gillette Co. 62,196,971.28

841,300 Federal National Mortgage Association 62,045,875.00

Total — 20 Largest Holdings
Total — All Holdings
A complete listing of all stock holdings will be available upon written request.

MORTGAGE — as of June 30, 2002

$ 2,251,163,880.32
$ 7,140,706,275.10

BORROWER AND INTEREST YEAR LAST BALANCE
MORTGAGED PROPERTY RATE % PAYMENT DUE__ OUTSTANDING ON LOAN
West & Abbitt Bent Creek

{ Col Apts 95 2004 $582.074

f $582,074

REAL ESTATE INVESTMENT - as of Jure 30, 2002

DESCRIPTION OF PROPERTY FAIR VALUE

COMMENTS

Beta Building

Two Northside 75, Atlanta
(Constitutes one-half interest in property)

$ 3,744,225

Presently houses the offices of
Employees’ and Teachers Retirement
Systems. The Employees’ Retirement
System on 7/1/76 acquired a 50%
interest in the building.

2002 — Emplayees Retirement System of Georgia
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AUDITED FINANCIAL STATEMENTS

INDEPENDENT AUDITORS REPORT

VALUATION BALANCE SHEET — as of Jure 30, 2001 — dollar amounts in thousands

Deloitte
& Touche

Deloitte & Touche LLP

191 Peachtree Street, NNW.
Suite 1500

Atlanta, Georgia 30303-1924

www.us.deloitte.com

Board of Trustees
Employees” Retirement Systemn of Georgia:

We have audited the accompanying combined statements of net assets of the Employees’ Retirement System of
Georgia, including all plans and funds administered by the Employees’ Retirement System of Georgia (collectively, the
“System”), a compenent unit of the state of Georgia, as of June 30, 2002 and 2001, and the related combined state-
ments of changes in net assets for the years then ended. These combined financial statements are the responsibility of
the System’s management. Our responsibility is to express an opinion on these combined financial statements based on
our audits.

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

In our opinion, such financial statements present fairly, in all material respects, the financial status of the System as of
June 30, 2002 and 2001, and the changes in financial status for the years then ended in conformity with accounting
principles generally accepted in the United States of America.

As discussed in Note 3 to the financial statements, as of July 1, 2001, the System adopted the provisions of the
Governmental Accounting Standards Board Statements No. 34, Basic Financial Statements — and Management’s
Discussion and Analysis - for State and Local Governments, and No. 38, Certain Financial Statement Note Disclosures.

Management’s Discussion and Analysis and the required supplementary schedules listed in the Table of Contents are
not a required part of the basic financial statements but are supplementary information required by the Governmental
Accounting Standards Board. This information is the responsibility of the System’s management. We have applied
certain limited procedures, which consisted principally of inquiries of management regarding the methods of measure-
ment and presentation of supplementary information. However, we did not audit such information, and we do not
express an opinion on it.

Qur audits were conducted for the purpose of forming an opinion on the basic financial statements taken as a whole.
The additional information listed in the Table of Contents is presented for purposes of additional analysis and is not a
required part of the basic financial statements. This additional information is the responsibility of the System’s
management. Such information has been subjected to the auditing procedures applied in the audits of the basic finan-
cial statements and, in our opinion, is fairly stated in all material respects when considered in relation to the basic
financial statements taken as a whole.

4—7;60&‘—’—:0

Deloitted Touche LLP
November 27, 2002
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AUDITED FINANCIAL STATEMENTS

MANAGEMENT'S DISCUSSION & ANALYSIS

This discussion and analysis of the Employees’ Retirement Systemn
of Georgia (the “System”) provides an overview of the financial
performance during the fiscal year ended June 30, 2002. It is
intended to be a narrative supplement to the financial information
that begins on page 26, and should be read within the context of
the accompanying financial statements, notes to the financial state-
ments and disclosures, supplementary schedules, and additional
information.

The System is responsible for administering a cost-sharing multiple-
employer defined benefit pension plan for various employer
agencies of Georgia, along with five other defined benefit pension
plans, a defined contribution plan, and 2 life insurance plan.

The defined benefit pension plans include:
= Employees” Retirement System (“ERS”)
= Legislative Retirement System {“LRS")
= FPublic School Employees” Retirement System (“PSERS”)
= Georgia Judicial Retirement System (“GJRS”)
= Superior Court Judges Retirement Fund (“SCJREF”)
= District Attorneys Retirement Fund (“DARF”)

The defined contribution retirement plan is the Georgia Defined
Contribution Plan (“GDCP”).

The life insurance plan is the State Employees’ Assurance
Department (“SEAD").

FINANCIAL HIGHLIGHTS

The following highlights are discussed in more detail later in this
analysis:

= The net assets of the System decreased by $884 million, or
6.2%, from $14.2 billion to $13.3 billion for the year ended
June 30, 2002, The decrease was primarily due to the down-
turn in equity markets.

= Net investment loss (interest and dividend income, reduced by
net depreciation in the fair value of investments and invest-
ment expenses) was $562 million for the year ended June 30,
2002 - an improvement over the loss of $911 million for the
prior fiscal year.

= Contributions from employers declined by $89 million, or
26.5% lor the year ended June 30, 2002. The decline was
primarily due to a planned reduction in the contribution rate
of approximately 30%. Retirement payments increased by $58
million, or 10.4% for the year ended June 30, 2002.

OVERVIEW OF THE FINANCIAL STATEMENTS
The financial statement include: (1) the combined statements of
net assets, (2} the combined staternents of changes in net assets,
(3) notes to the financial statements, {4) required supplementary
schedules, and (5) additional information. The financial statements
are prepared on an accrual basis in accordance with accounting
principles generally accepted in the United States of America prom-
ulgated by the Government Accounting Standards Board.

The required supplementary schedules include a schedule of
funding progress and a schedule of employer contributions.

DESCRIPTION OF THE FINANCIAL STATEMENTS
The Combined Statement of Net Assets is the statement of financial
position presenting information that includes all of the System's
assets and liabilities with the balance representing the Net Assets
Held in Trust for Pension Benefits. The statements are presented as
of June 30, 2002 and June 30, 2001 for comparative purposes. These
statements are presented on page 28.

The Combined Statement of Changes in Net Assets reports the
changes in net assets during the fiscal years ended June 30, 2002 and
June 30, 2001 for comparative purposes. Additions and deductions
of net assets are summarized in this statement. Additions include
contributions to the retirement plans from employers and members,
group life insurance premiums, and investrnent loss, which includes
interest and dividends and the net depreciation in the fair value of
investrments. Deductions include retitement payments, life insur-
ance death benefit payments, refunds of member contributions, and
administrative expenses. These statements are presented on page 29.

Notes to the financial statements are presented to provide the infor-
mation necessary for a full understanding of the financial
statements. The notes to the financial statements begin on page 30
of the report.

There are two Required Supplementary Schedules included in

this report. These required schedules are applicable to the four
defined benefit plans: ERS, PSERS, LRS, and GJRS. The Schedule
of Funding Progress presents historical trend information about the
actuarially-determined funded status of the plans from a long-term,
on-going plan perspective, and the progress made in accumulating
sufficient assets to fund benefit payments as they become due. The
Schedule of Employer Contributions presents historical trend infor-
mation about the annual required contributions of employers and
percentage of such contributions in relation to actuarially-deter-
mined requirements for the years presented. The required
supplernentary schedules begin on page 37.

Notes to Required Supplementary Schedules are presented to provide
the information necessary for a full understanding of the supple-
mentary schedules. The notes to required supplementary schedules
begin on page 39.

Additional information is presented, beginning on page 40. There
are three statements included in this section of the report. They are:
(1) Combining Statements of Net Assets, (2) Combining Statements
of Changes in Net Assets, and (3) Administrative Expense Fund
Statement. The combining statements present the financial position
and change in financial position for each of the plans and funds
administered by the System, including the Pooled Investment Fund
that holds and invests funds from each of the participating plans
and funds. The Administrative Expense Fund Statement presents the

26
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AUDITED FINANCIAL

STATEMENTS

MANAGEMENT'S DISCUSSION & ANALYSIS

expenses incurred in the administration of these plans and funds,
and the contributions from each plan and fund to provide for these
expenses.

FINANCIAL ANALYSIS
Net Assets{in thousands)
June 30, Amount  Percentage
2002 2001 Change Change
Assets:
Cash and receivables § 108,753 § 132,488 §(23,735) (17.9)%
Investments 13,195,741 14,055,934 (860,193} 6.1)%
Capital assets, net 33 - 33 -
Total assets 13,304,527 14,188,422 (883,895) (6.2)%
Liabilities:
Accounts payable
and other 10,684 10,430 254 2.4%
Net assets $13.293.843  $14,177.992 $(884,149) (6.1Y%

The allocation of investments by type at June 30, 2002 and 2001 are
as follows;

2002 2001
Asset Allocation at June 30 {in percentages)
Equities 54.1% 57.0%
Fixed income 44.1% 41.4%
Short-term securities® 18% 1.6%
Asset Allocation at Tune 30 {in thousands)
Equities $ 7,140,706 $ 8,014,283
Fixed income 5,815,140 5,822,463
Short-termn securities™ 239,895 219,188
$13.195.741 514,055,934

* Includes mortgage and real estate

The total investment portfolio decreased by approximately $860
million. The decline was primarily due to unfavorable conditions in
the equity markets.

The investment rate of return in fiscal year ended June 30, 2002 was
(4.0%), with a (14.5%} return on equities and a 10.9% return on
fixed income investments. The five year annualized rate of retum
on investments at June 30, 2002 was 5.7%, with a 2.9% return on
equities, and a 9.3% retun on fixed income investments.

Changes in Net Assets(in thousands) Amount  Percentage
2002 2001 Change Change
Additions:
Employer contributions  $ 247,101  § 335988 $ (88,887) (265)%
Member contributions 75,704 72,448 3,256 4.5%
Insurance premiums 14,364 13,813 551 +0%
Net investment loss {562,k99) {910,655} 348,456 38.3%
Qther 940 940 -
Total additions {224,090} {487,466} 263 376 40%
Deductions:
Retirement payments 618,682 560,572 58,110 10.4%
Refunds 13,704 14958 1.294)  (36)%
Deeath benefits 18,227 18,017 210 1.2%
Administrative expenses 9,446 8425 1,021 12.1%
Total deductions - __ 660,059 602,012 58,047 9.6%
Net decrease in net assets  $(884,149)  $(1.089.478) $205,329 18.8

An explanation of the significant components of the changes in net
assets follows:

Additions - The System accumulates resources needed to fund
benefit payments through contributions and returns on invested
funds. Employer contributions decreased 26.5%, primarily because of
a reduction in the ERS employer contribution rate of approximately
30%. The fiscal year ended June 30, 2001 employer contribution
rate was higher than the employer contribution rate recommended
by the actuary and was approved by the System’s Board of Trustees.
Member contributions increased 4.5%, primarily because of
increased ERS membership participation from 151,393 in 2001 to
153,687 in 2002, and increases in average compensation levels in
2002. The net investment loss is the result of the continuing unfa-
vorable market conditions, as previously discussed.

Deductions — Deductions increased 9.6%, primarily because of a
10.4% increase in retirement payments. This is partly due to an
increase of approximately 4% in the number of retirees receiving
benefit payments across all defined benefit plans. Administrative
expenses increased by approximately $1 million, an increase of 12%
over the prior year due primarily to costs related to the reengineering
of the System’s business processes.

FUNDING STATUS

The schedules of funding progress and employer contributions
provide information regarding how the plans are performing and
funded from an actuarial perspective. The information is based upon
actuarial valuations conducted by cettified actuaries. The funding
ratio, which is presented on the schedule of funding progress, indi-
cates the ratio of the actuarial value of assets and the actuarial
accrued liabilities. The higher this ratio, the better position the
System is in with regards to its funding requirerents. The June 30,
2001 and June 30, 2000 actuarial valuations, the latest valuations
available, indicate the actuarial value of assets and funding ratios for
the four defined benefit retirement plans were as follows:

ACTUARIAL VALUE OF PLAN ASSETS

{IN THOUSANDS) FUNDING RATIO

June 30,2001 June 30, 2000 June 30, 2001 June 3¢, 2000
ERS $11,750,624  $10,999,901 101.7% 104.0%
PSERS 708,391 667,642 115.5% 108.5%
LR3 26,034 24,666 120.5% 114.0%
GJRS 219,288 204,136 140.5% 147.5%

The System continues to be in a strong financial position as
evidenced by the funding ratios, and it remains financially sound,
despite the unfavorable investrnent results in the current fiscal year.
A funding ratio over 100% indicates the plans, from an actuarial
perspective, have more assets available than will be necessary to
satisfy the obligations of the plans.
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AUDITED FINANCIAL STATEMENTS

EMPLOYEES' RETIREMENT SYSTEM

(Including All Plans and Funds Administered by the Employees’ Retirement System of Georgic)

COMBINED STATEMENTS OF NET ASSETS — June 30, 2002 and 2001 — in thousands

2002 2001
ASSETS
CASH $ 5,044 $ 1,546
RECEIVABLES:
Employer and member contributions 28,600 36,986
Interest and dividends 75,109 93956
Total receivables 103,709 130,942
INVESTMENTS - at fair value:
Short-term 235,569 214,837
Obligations of the U.S. Government and its agencies, corporate, and
other bonds 5,315,140 5,822,463
Common stocks 7,140,706 8,014,283
Mortgage loans and real estate 4326 4351
Total investments 13,195,741 14,055,934
CAPITAL ASSETS, net 33
Total assets 13,304,527 14,188 422
LIABILITIES
Accounts payable and other 10,684 10,430
Total liabilities 10,684 10,430
NET ASSETS HELD IN TRUST FOR PENSION BENEFITS $ 13.293.843 $ 14.177.992

(A schedule of funding progress is presented on page 37.)

See notes to combined financial statements.
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EMPLOYEES' RETIREMENT SYSTEM
(Including All Plans and Funds Administered by the Employees’ Retirement System of Georgia)

COMBINED STATEMENTS OF CHANGES IN NET ASSETS — June 30, 2002 and 2001 - in thousands

2002

2001

NET ASSETS HELD IN TRUST FOR PENSION
BENEFITS - Beginning of year

ADDITIONS:
Contributions:
Employer
Member
Insurance premiums
Administrative expense allotment
Investment loss:
Net depreciation in fair value of investments
Interest and dividends
Total investment loss

Less investment expenses
Net investment loss
Total additions

DEDUCTIONS:
Retirement payments
Relunds of member cuntiibulivns aud inleresl
Death benefits
Administrative expenses

Total deductions
NET DECREASE
NET ASSETS HELD IN TRUST FOR PENSION

BENEFITS - End of year

See notes to combined financial statements.

$ 14,177,992

247,101
75,704
14,364

940

(991,765)
441,176
(550,589)

11.610

(562,199
(224,090)

618,682
13,704
18,227

9.446

660,059

{884.149)

$ 13,293,843

$ 15,267,470

335,988
72,448
13,813

940

(1,379,000)
479,631
(899,369)
11286
(910.655)
(487.466)
560,572
14,998

18,017
8.425

602,012

(1.089.478)

$ 14,177,992
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STATEMENTS

EMPLOYEES' RETIREMENT SYSTEM
(Including All Plans and Funds Administered by the Employees’ Retirement System of Georgia)

NOTES TO COMBINED FINANCIAL STATEMENTS — as of and for the years ended June 30, 2002 and 2001

1. GENERAL

The accompanying combined financial statements of
Employees’ Retirement System of Georgia, including all
plans and funds administered by the Employees’ Retirement
System of Georgia (collectively, the “System”), is comprised
of the Employees’ Retiremment System of Georgia (“ERS”),
Public School Employees’ Retirement Systems (“PSERS”),
Legislative Retirement System (“LRS”), Georgia Judicial
Retirement System (“GJRS”), Superior Court Judges
Retirement Fund (“SCJRF”), District Attorneys Retirement
Fund (“DARF"), Georgia Defined Contribution Plan
(“*GDCP"), and State Employees” Assurance Department
(“SEAD”}. All significant accounts and transactions among
the various systems, departments, and funds have been
eliminated.

In evaluating how to define the System for financial
reporting purposes, the management of the System has
considered all potential component units. The decision to
include a potential component unit in the reporting entity is
made by applying the criteria set forth by Covernmental
Accounting Standards Board (“GASB”} Statement of
Governmental Accounting Standards (“SGAS”} No. 14. The
concept underlying the definition of the reporting entity is
that elecled offlicials ate accounlable. Based un Uiese
criteria, the System has not included any other entities in its
reporting entity. The System is a component unit of the
State of Georgia.

Although the Systern is 2 component unit of the State of
Georgia’s financial reporting entity, it is accountable for its
own fiscal matters and presentation of its separate,
combined financial statements. The Boards of Trustees,
comprised of active and retired members and ex-officio state
emnployees, are ultimately responsible for the administration
of the System.

2. AUTHORIZING LEGISLATION AND PLAN
DESCRIPTIONS

Each plan and fund, including benefit and contribution

provisions, was established by state law. The following

summarizes authorizing legislation and the plan description

of each retirement fund:

a. ERS is a single-employer, public employee, defined
benefit pension plan established by the Georgia General
Assembly during the 1949 Legislative Session for the
purpose of providing retirement allowances for employees of
the State of Georgia and its political subdivisions. ERS is
directed by a Board of Trustees and has the powers and priv-
ileges of a corporation.

Membership — As of June 30, 2002, participation in ERS is
as follows:

Retirees and beneficiaries currently receiving benefits 27,272
Terminated employees entitled to benefits but not
yet receiving benefits 59,796
Active plan members 73924
Total 160,992
Employers 518

Benefits — The benefit structure of ERS was significantly
modified on July 1, 1982. Unless the employee elects other-
wise, an employee who currently maintains membership with
ERS based upon state employment that started prior to July
1, 1982 is an “old plan” member subject to the plan provi-
sions in effect prior to July 1, 1982. All other members are
“new plan” members subject to the modified plan provisions.

Under both the old and new plans, a member may retire and
receive normal retirement benefits after completion of 10
years of creditable service and attainment of age 65.
Additionally, there are some provisions allowing for retire-
ment after 25 years of creditable service regardless of age.

Retirement benefits paid to members are based upon the
monthly average of the member’s highest 24 consecutive
calendar months multiplied by the number of years of cred-
itable service multiplied by the applicable benefit factor.
Postretirement cost-of-living adjustments are also made to
members’ benefits. The normal retirement pension is payable
monthly for life; however, options are available for distribu-
tion of the member’s monthly pension at reduced rates to a
designated beneficiary upon the member’s death. Death and
disability benefits are also available through ERS.

Contributions and Vesting — Member contributions under
the old plan are 4% of annual compensation up to $4,200
plus 6% of annual compensation in excess of $4,200. Under
the old plan, the state pays member contributions in excess
of 1.25% of annual compensation. Under the old plan, these
state contributions are included in the members’ accounts
for refund purpases and are used in the computation of the
mermbers’ earnable compensation for the purpose of
computing retirement benefits. Member contributions under
the new plan are 1.25% of annual compensation. The state is
required to contribute at a specified percentage of active
member payroll determined annually by actuarial valuation.
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Employer contributions required for fiscal year 2002 were
based on the June 30, 2000 actuarial valuation as follows:

Old Plan New Plan

Employer:
Normal 624% 624%
Employer paid for member - 4.75 %

Acerued liability
Total

(0.58)% (0.58}%
566 % 1041 %

Employer contributions for fiscal year 2001, as approved by
the Systemn’s Board of Trustees, were as follows:

Old Plan New Plan

Employer:
Normal 666% 6.66%
Employer paid for member - 475 %
Acerued liability 3.09% 3.09%
Total 975% 1450%

Members become vested after ten years of membership
service. Upon termination of employment, member contribu-
tions with accumulated interest are refundable upon request
by the member. However, if an otherwise vested member
terminates and withdraws histher member contributions, the
member forfeits all rights to retirement benefits.

The employer contributions are projected to liquidate the
actuarial accrued funding excess within 20 years based upon
the actuarial valuation at June 30, 2001, on the assumption
that the total payroll of active members will increase by 3.5%
each year.

On November 20, 1997, the ERS Board of Trustees created
the Supplemnenial Retirement Benefit Plan of ERS (“SRBP”).
SRBP was established as a qualified governmental excess
benefit plan in accordance with Section 415 of the Internal
Revenue Code (“IRC §4157) as a portion of ERS. The
purpose of the SRBP is to provide retirement benefits to
employees covered by ERS whose benefits are otherwise
limited by IRC §415.

Beginning January 1, 1998, all members and retired former
members in ERS are eligible to participate in this plan when-
ever their benefits under ERS exceed the limitation on
benefits imposed by IRC §415.

There were 132 and 256 members eligible to participate in
this portion of ERS as of June 30, 2002 and 2001, respec-
tively. Employer contributions of $2,802,000 and $2,780,000
and retirement payments of $2,509,000 and $2,742,000
under the SRBP are included in the combined statements of
changes in net assets for the years ended June 30, 2002 and
2001, respectively. Cash of $542,000 and $114,000 and
employer receivable of $96,000 and $205,000 under the
SRBP are included in the combined statements of net assets
for the years ended June 30, 2002 and 2001, respectively.

b. PSERS is a defined benefit pension plan established by
the Georgia General Assembly in 1969 for the purpose of
providing retirement allowances for public school employees
who are not eligible for membership in the Teachers
Retirement System of Georgia. PSERS is administered by the
ERS Board of Trustees plus two additional trustees.

Membership - As of June 30, 2002, participation in PSERS
is as follows:

Retirees and beneficiaries currently receiving benefits 11,817
Terminated employees entitled to benefits but not
yet receiving benefits 40,873
Active plan members 46,551
Total 99.341
Employers 183

Benefits — A member may retire and elect to receive normal
menthly retirement benefits after completion of ten years of
creditable service and attainment of age 65. A member may
choose to receive reduced benefits after age 60 and upon
completion of ten years of service.

Upon retirement, the member will receive a monthly benefit
of $12.50 multiplied by the number of years of creditable
service. Death, disability, and spousal benefits are also avail-
able through PSERS. Additionally, PSERS makes periodic
cost-of-living adjustments to the monthly benefits.

Contributions and Vesting — Members contribute $4 per
month for nine months each fiscal year. The State of
Georgia, although not the employer of PSERS members, is
required by statute to make employer contributions actuari-
ally determined and approved and certified by the PSERS
Board of Trustees.

Employer contributions required for the years ended June 30,
2002 and 200! were $320.97 and $391.33 per active member,
respectively, and were based on the June 30, 2000 and 1999
actuarial valuations, respectively.
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Members become vested after ten years of creditable service.
Upon termination of employment, member contributions
with accumulated interest are refundable upon request by
the member. However, if an otherwise vested member termi-
nates and withdraws his/her member contributions, the
member forfeits all rights to retirement benefits.

The employer contributions are projected to liquidate the
actuarial accrued funding excess within 40 years based upon
the actuarial valuation at June 30, 2001,

e. LR35 is a defined benefit plan established by the Georgia
General Assemnbly in 1979 {or the purpose of providing retire-

ment allowances for all members of the Georgia General
Assembly. LRS is administered by the ERS Board of Trustees.

Membership — As of June 30, 2002, participation in LRS is
as follows:

Retirees and beneficiaries currently receiving benefits 193
Terminated employees entitled to benefits but not
yet receiving benefits 130
Active plan members 212
Total _535
Employers 1

Benefits ~ A member’s normal retirement is after eight years
of creditable service and attainment of age 65, or eight years
of membership service {four legislative terms) and attain-
ment of age 62. A member may retire early and elect to
receive a monthly retirerment benefit after completion of
eight years of membership service and attainment of age 60;
however, the retirement benefit is reduced by 5% for each
year the member is under age 62.

Upor retirement, the member will receive a monthly service
retiremnent allowance of $32 multiplied by the number of
years of creditable service reduced by age reduction factoss, if
applicable. Death, disability, and spousal benelits are also
available through the plan.

Contributions and Vesting ~ Member contributions are 8.5%
of annual salary. The state pays member contributions in
excess of 4.75% of annual compensation. Employer contribu-
tions are actuarially determined and approved and ceitified
by the ERS Board of Trustees.

There were no employer contributions required for the years
ended June 30, 2002 and 200! based on the June 30, 2000
and 1999 actuarial valuations, respectively.

Members become vested alter eight years of creditable
service. Upon termination of employment, member contribu-
tions with accumnulated interest are refundable upon request
by the member. However, if an otherwise vested member
terminates and withdraws his/fher member contributions, the
member forfeits all rights to retirement benefits.

d. The GJRS is a system created to serve the members and
beneticiaries of the Trial Judges and Solicitors Retirement
Fund, the Superior Court Judges Retirement System, and
the District Attorneys Retirement System (collectively, the
“Predecessor Retirement Systems”). As of June 30, 1998, any
person who was an active, inactive, or retired member or
beneficiary of the Predecessor Retirernent Systems was trans-
ferred to GJRS in the same status effective July 1, 1998, All
assets of the Predecessor Retirement Systems were trans-
ferred to GJRS as of fuly 1, 1998. GJRS is administered by
the ERS Board of Trustees and three additional trustees.

GJRS is a defined benefit pension plan established by the
Georgia General Assernbly for the purpose of providing
retirement allowances for trial judges and solicitors of certain
courts in Georgia, and their survivors and other beneficiaries,
superior court judges of the State of Georgia, and district
attorneys of the State of Georgia.

Membership — As of June 30, 2002, participation in GJRS is
as follows:

Retirees and beneficiaries currently receiving benefits 136
Terminated employees entitled to benefits but aot
yet receiving benefits 43
Active plan members _458
Total _637
Employers __ 4

Benefits - The normal retirement for GJRS is age 60 with 16
years of creditable service; however, a member may retire at
age 60 with a minimum of 10 years of creditable service.
Retirement benefits paid to members are computed as 66
2/3% of annual salary plus 1% for each year of credited
service over 16 years, not to exceed 24 years. Early retirement
benefits paid to members are computed as the pro rata
portion of the normal retirement benefit, based on service
not to exceed 16 years. Death, disability, and spousal benefits
are also available.

Contributions and Vesting — Members are required to
contribute 7.5% of their annual salary plus an additional
2.5% of their annual salary if spousal benefit is elected,

32

2002 — Employees Retirement System of Georgia



AUDITED

FINANCIAL

STATEMENTS

NOTES TO COMBINED FINANCIAL STATEMENTS — as of and for the years ended June 30, 2002 and 2001

Employer contributions are actuarially determined and
approved and certified by the GJRS Board of Trustees.

There were no employer contributions required for the year
ended June 30, 2002 based on the June 30, 2000 actuarial
valuation. The employer contribution required for the year
ended June 30, 2001 was 4.62% of active members’ compen-
sation, which was based on the June 30, 1999 actuarial
valuation.

Members become vested after ten years of creditable service.
Upon termination of employment, member contributions
with accumulated interest are refundable upon request by
the member. However, if an otherwise vested member termi-
nates and withdraws histher member contributions, the
member forfeits all rights to retirement benefits.

The employer contributions are projected to liquidate the
actuarial accrued funding excess within ten years based upon
the actuarial valuation at July 1, 2001 assuming that the
amount of acerued liability payment increases 3.5% each
year.

e. SCJRF is a defined benefit pension plan established by
the Georgia General Assembly in 1945 for the purpose of
providing retirement benefits to the superior court judges of
the State of Georgia. SCJRF is directed by its own Board of
Trustees. The Boards of Trustees for ERS and SCJRF entered
into a contract for ERS to administer the plan effective July
1,1995.

Membership — As of June 30, 2002, participation in SCJRF
is as follows:

Retirees and beneficiaries currently receiving benefits 32
Terminated employees entitled to benefits but not

yet receiving benefits 4
Active plan members 2
Total _38
Employers 1

Benefits — The normal retirement for SCJRF is age 68 with
19 years of creditable service with a benefit of two-thirds the
salary paid to superior court judges. A member may also
retire at age 65 with a minimum of 10 years of creditable
service with a benefit of one-half the salary paid to superior
court judges. Death, disability, and spousal benefits are also
available.

Contributions and Vesting — Member contributions are 5.0%
of their salary plus an additional 2.5% for the spousal
coverage benefit if elected. The state pays member contribu-
tions of 5.0% of the member’s annual salary. Additional
employer contributions are not actuarially determined but
are provided on an as-needed basis to fund current benefits.

f. DARF is a defined benefit pension plan established by
the Georgia General Assembly in 1949 for the purpose of
providing retirement benefits to the district attorneys of the
State of Georgia. DARF is directed by its own Board of
Trustees. The Boards of Trustees for ERS and DARF entered
into a contract for ERS to administer the plan effective July
1, 1995.

Membership — As of June 30, 2002, DARF had eight retirees

and beneficiaries currently receiving benefits.

Benefits — Persons appointed as district attorney emeritus
shall receive an annual benefit of $15,000 or one-half of the
state salary received by such person as a district attorney for
the calendar year immediately prior to the person’s retire-
ment, whichever is greater.

Conlributions and Vesling ~ Member contributions were
5.0% of their annual salary plus an additional 2.5% for the
spousal coverage benefit if elected. The state paid member
contributions of 5.0% of the member’s annual salary.
Additional employer contributions are not actuarially deter-
mined but are provided on an as-needed basis to fund
current benefits.

g GDCP is a defined contribution plan established by the
Georgia General Assembly in July 1992 for the purpose of
providing retirernent allowances for state employees who are
not members of a public retirement or pension system.

GDCP is administered by the ERS Board of Trustees.

Membership — As of June 30, 2002, participation in GDCP
is as follows:

Terminated employees entitled to benefits but not

yet receiving benefits 70,225
Active plan members 32,540
Total 102.765
Employers 310
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Benefits — A member may retire and elect to receive periodic
payments after attainment of age 65. The payments will be
based upon mortality tables and interest assumptions to be
adopted by the ERS Board of Trustees. If a member has less
than $3,500 credited to his/her account, the ERS Board of
Trustees has the option of requiring a lump-sum distribution
to the member. Upon the death of a member, 2 lump-sum
distribution equaling the amount credited to his/her account
will be paid to the member’s designated beneficiary.

Contributions — Members are required to contribute 7.5% of
their annual salary. There are no employer contributions.
Earnings will be credited to each member’s account as
adopted by the ERS Board of Trustees. Upon termination of
employment, the amount of the member’s account is refund-
able upon request by the member.

h. SEAD was created in 1953 by the Georgia General
Assembly to furnish survivors’ benefits for eligible members
of ERS. SEAD contracts with ERS and LRS to provide group
term life insurance coverage for their participants. Death
benefit payments are payable to the beneficiary or estate of
the insured individual.

3. SIGNITICANT ACCOUNTING T'OLICIES AND
SYSTEM ASSET MATTERS
Basis of Accounting ~ The System’s combined financial
statements are prepared on the acerual basis of accounting,
Contributions from the employers and members are recog-
nized as additions in the period in which the members
provide services. Retirement and refund payments are recog-
nized as deductions when due and payable.

Investments — Investments are reported at fair value. Short-
term investments are reported at cost, which approximates
fair value. Securities traded on a national or international
exchange are valued at the last reported sales price.
Investment income is recognized as earned by the System.
No investment in any one organization except the U.S.
Government represents 5% or more of the net assets avail-
able for pension benetits. There are no investments in, loans
to, or leases with parties related to the Systemn.

Real Estate Investments — An office building that is
included in mortgage loans and real estate is owned equally
by the System and the Teachers Retirement System of
Georgia. The Systern incurred approximately $341,000 in
rental expense for the years ended June 30, 2002 and 2001,
which is included in administrative expenses. The remainder
of the building is leased to outside parties, and the rental
revenue is included in interest and dividends.

Use of Estimates — The preparation of financial statements
in conformity with accounting principles generally accepted
in the United States of America requires management to
make estimates and assumptions that affect the reported
amounts of net assets and changes therein. Actual results
could differ from those estimates. The System utilizes
various investment instruments. Investment securities, in
general, are exposed to various risks, such as interest rate,
credit, and overall market volatility. Due to the level of risk
associated with certain investment securities, it is reasonably
possible that changes in the values of investment securities
will occur in the near term and that such changes could
materially affect the amounts reported in the combined
financial staterments.

New Accounting Pronouncements — The GASB has issued
SGAS No. 34, Basic Financial Statements - and Management’s
Discussion and Analysis - for State and Local Governments, as
amended by SGAS No. 37, Basic Financial Statements - and
Management’s Discussion and Analysis - State and Local
Governments: Omnibus - an amendment of GASB Statements
No. 21 and No. 34, and SGAS No. 38, Certain Financial
Statement Note Disclosures. The Systern adopted these state-
ments on July 1, 2001. In general, these statements required
the System Lo present a Management’s Discussion and
Analysis (“MD&A”) and to depreciate capital assets. The
MDé&A is considered to be required supplementary informa-
tion and precedes the financial statements. The adoption of
these statements did not have a material effect on the finan-
cial status of the System. See Note 7 for information
regarding capital assets,

4. INVESTMENT PROGRAM

The System maintains sufficient cash to meet its immediate
liquidity needs. Cash not immediately needed is invested in
either short-term or long-term investment sccurities as
directed by management. All investments are held by agent
custodial banks in the name of the System.

Cash — Cash balances are fully insured through the Federal
Deposit Insurance Corporation, an agency of the U.S,
Government. Fiduciary accounts, such as those of the
Systemn, are granted $100,000 of insurance coverage per
participant in the System. Temporary cash on hand not
comimitted for a specific purpose is invested overnight.

Investments — SGAS No. 3 requires governmental entities to
categorize investments as an indication of the level of custo-
dial credit risk assumed by the System at year-end. Category
1 includes investments that are insured or registered or for
which the securities are held by the System or its agent in
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the System’s name. Category 2 includes uninsured and
unregistered investments for which the securities are held by
the counterparty’s trust department or agent in the Systern’s
name. Category 3 includes uninsured and unregistered
investments for which the securities are held by the counter-
party, or by its trust department or agent but not in the
Systemi's name. All of the securities held by the System at
June 30, 2002 and 2001 are of Category 1 risk level. The
System is authorized by its Board of Trustees (through
statutes) to invest in a variety of short-term and long-term
securities, as follows:

(a) Shori-Term:

*  Short-term investments are authorized in the following

instruments:
» Repurchase and reverse repurchase agreements,
whereby the System and a broker exchange cash for
direct obligations of the U.S. Government or in obliga-
tions unconditionally guaranteed by the agencies of the
U.S. Government or U.S. corporations. The System or
broker promises to repay the cash received plus interest
at a specitic date in the future in exchange for the same
securities. The System held repurchase agreements of
$235,569,000 and $214,837,000 at June 30, 2002 and
2001, respectively.
= U.S. Treasury obligations with varying terms up to 360
days.

= Other short-term securities authorized, but not currently

used, are:
» Commercial paper, with a maturity of 180 days or
less. Commercial paper is an unsecured promissory note
issued primarily by corporations for a specific amount
and maturing on a specific day. The System considers
for investment only commercial paper of the highest
quality, rated P-1 and/or A-1 by national credit rating
agencies.
= Master notes, an overnight security administered by a
custodian bank and an obligation of a corporation whose
commercial paper is rated P-1 andfor A-1 by national
credit rating agencies.
* Investments in commercial paper or master notes are
limited to no more than $25 million in any one name.

(b) Long-Term:

= Pixed income investments are authorized in the

following instruments:
» Corporate bonds with at least an “A” rating by a
national rating agency and limited to no more than 5% of
total System assets in any one name. Maturities of these
securities vary up to a period of 40 years to provide the

Systemn with flexibility necessary to meet changing
market conditions. The Systern held corporate bonds of
$132,075,000 and $6,139,000 at June 30, 2002 and 2001,
respectively.

= U.S. and foreign government obligations with terms
up to 30 years. Quality and call requirements of corpo-
rate bonds are applicable. The System held U.S.
government obligations of $5,683,065,000 and
$5,816,324,000 at June 30, 2002 and 2001, respectively.

= Private placements are authorized under the same
general restrictions applicable to corporate bonds.

= Mortgage investments are authorized to the extent
that they are secured by first mortgages on improved real
property located in the State of Georgia having a loan-to-
value ratio no higher than 75%. Mortgages, as a group
cannot exceed 10% of total assets or 1% for any one loan.

Equity securities are also authorized (in statutes) for invest-
ment as a complement to the System's fixed-income
portfolio and as a long-term inflation hedge. By statute, no
more than 60% of the total invested assets may be placed in
equities and no more than 5% in any one corporation. Equity
holdings in any one corporation may not exceed 5% of the
outstanding equity of the issuing corporation. The equity
portfolio is managed by the Investment Services Division
{the “Division”) in conjunction with independent advisors.
Buy/sell decisions are based on securities meeting rating
criteria established by the Board of Trustees, in-house
research considering such things as yield, growth, and sales
statistics, and analysis of independent market research.
Equity trades are approved and executed by the Division's
staff. Common stocks eligible for investment are approved by
the Investment Committee of the Board of Trustees before
being placed on an approved list.

Substantially all of the investments of ERS, PSERS, LRS,
SCJRE GJRS, SEAD, and certain investments of GDCP are
pooled into one common investment fund. Investments of
approximately $15,231,000, held by GDCE, are not included
in the investment pool. Units in the pooled investment fund
are allocated to the respective funds based upon the cost of
assets contributed, and additional units are allocated to the
participating funds based on the market value of the pooled
investment fund at the date of contribution. Net income of
the pooled investment fund is allocated monthly to the
participating funds based upon the number of units
outstanding during the month.

2002 — Employees Retirement System of Georgia

35



AUDITED FINANCIAL STATEMENTS

NOTES TO COMBINED FINANCIAL STATEMENTS — as of and for the vears ended June 30, 2002 and 2001

The units of the pooled investment fund at June 30, 2002
and 2001 were allocated as follows {in thousands):

2002 2001
Employees’ Retirement Systemn 6,950 7,118
Public School Employees Retirement Systern 420 433
Legislative Retirement System I5 16
Georgia Judicial Retirement System 129 130
State Employees’ Assurance Department 154 459
Superior Court Judges Retirement Fund 1 1
Geongia Defined Contribution Plan _ 16 __ 13

7.985 8,170

5. INVESTMENTS LENDING PROGRAM

State statutes and board of trustees policies permit the
System to lend its securities to broker-dealers with a simulta-
neous agreement to return the collateral for the same
securities in the future. The System is presently involved in a
securities lending program with major brokerage firms. The
System lends equity and fixed income securities for varying
terms and receives a fee based on the loaned securities’
value. During a loan, the System continues to receive divi-
dends and interest as the owner of the loaned securities. The
brokerage firms pledge collateral securities consisting of U.S.
GCovernment and agency sceuritics, mortgage-backed sceuri-
ties issued by a U.S, government agency, and U.S. corporate
bonds. The collateral value must be equal to at least 102% to
110% of the lpaned securities’ value, depending on the type
of collateral security.

Securities loaned totaled $5,675,299,000 and $5,993,645,000
at fair value at June 30, 2002 and 2001, respectively. The
collateral value was equal to 104.9% and 104.2% of the
loaned securities’ value at June 30, 2002 and 2001, respec-
tively. The loaned securities are classified as Category 1
investments (see Note 4) based on the custodial arrange-
ments for the collateral securities.

Loaned securities are included in the accompanying
combined statements of net assets since the System main-
tains ownership. The related collateral securities are not
recorded as assets on the System’s cornbined statements of
net assets, and a corresponding liability is not recorded, since
the System is deemed not to have the ability to pledge or
trade the collateral securities. In accordance with the eriteria
set forth in SGAS No. 28, the System is deemed not to have
the ability to pledge or sell the collateral securities since the

System’s lending contracts do not address whether the lender
can pledge or sell the collateral securities without a borrower
default, the System has not previously demonstrated that
ability, and there are no indications of the Systern’s ability to
pledge or sell the collateral securities.

6. SEAD ACTUARTAL VALUATION

According to the SEAD policy terms covering the lives of
mernbers, insurance coverage is provided on a monthly,
renewable term basis, and no return premiums or cash value
are earned. The net assets represent the excess accurmnulation
of investment income and premiums over benefit payments
and expenses and is held as 2 reserve for payment of death
benefits under existing policies.

The most current actuarial valuation of SEAD is as of June
30, 2001. The valuation indicated that the employee contri-
bution rate of .50% and .25% and the employer contribution
rate of 25% and 25% of members’ salaries for old plan
members and new plan members, respectively, as of June 30,
200] was appropriate. Old plan members were hired prior to
July I, 1982, and new plan members were hired on or after
July I, 1982,

7. CAPITAL ASSETS

As the result of the adoption of SGAS No. 34 discussed in
Note 3, the System has included capital assets and deprecia-
tion expense in the accompanying financial staternents. The
following is a summary of capital assets and depreciation
information as of June 30, 2002 and for the year then ended:

Balance Balance
at June 30, 2001 Additions Disposals  at June 30, 2002
Capital assets:

Equipment $ - $41,597 5 - $41,597
Vehicles - 20,551 - _20,551
- 62,148 - _62,148

Accumulated depreciation for:
Equipment (18,639) - {18,639}
Vehicles = (18,276} - {10,276}
- {28915} - {28915}
Capital assets, net S - £33.233 5 - 433,233
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AUDITED FINANCIAL STATEMENTS

REQUIRED SUPPLEMENTARY SCHEDULES

(In thousands)
SCHEDULE OF FUNDING PROGRESS
UNFUNDED AAL/
AGTUARIAL (FUNDING
ACTUARIAL ACCRUED UNFUNDED ANNUAL EXCESS) AS A
ACTUARIAL VALUE OF LIABILITY (“AAL) - AAL/(FUNDING ~ FUNDING  COVERED  PERCENTAGE OF
VALUATION ~ PLAN ASSETS ENTRY AGE EXCESS) RATIO PAYROLL COVER
PAYROLL

DATE @) ®) (8-) () © [(B-A)C]
Employees’ 6/30/97 7,432,306 8,159,345 727,039 91.1% 1,977,928 36.8%
Retirement System 6/30/98 8,613,575 9,093,758 480,183 94.7% 2,055,966 23.4%
63099  9,848723 9,695,614 (153,109)  101.6% 2,152,072 (7.1)%
63000 10999901 10573408 (426493)  104.0% 2304289  (185)%
6/30/01 11,750,624 11,557,255 (193,369) 101.7% 2,397,169 (8.1)%
Public School 6/30/97 462,639 465,764 3,125 09.3% N/A N/A
Employees’ 6/30/98 528,770 504,779 (23,991) 104.8% N/A N/A
Retirement System' 6/30/99 599,464 586,352 (13,112) 102.2% N/A N/A
6/30/00 667,642 615,357 (52,285) 108.5% N/A N/A
6/30/01 708,391 613,347 (95,044} 115.5% N/A N/A
Legislative 6/30/97 18,197 18,086 {111} 100.6% 2,340 4.N%
Retirement Systern 6/30/98 20,375 19,272 (1,103} 105.7% 2,363 (46.7)%
6/30/99 22,679 20,129 2550)  1127% 241 (1058)%
6/30/00 24,666 21,628 (3,038)  114.0% 2411 (1260)%
6/30/01 26,034 21,610 (4,424) 120.5% 3,567 (124.0Y%
Georgia Judicial 7/1/98 160,171 117,771 (42,400) 136.0% 26226  (1617)%
Retirement System 7/1/99 183,249 129,233 {54,016) 141.8% 29,594 (182.5)%
7/1/60 204,136 138,427 {65,709) 147 5% 34,856 (188.5)%
7/1/01 219,288 156,083 (63,205) 140.5% 37688 (167.7)%

This data, except for annual covered payroll, was provided by the System's actuary.

Information is shown only for the years available in accordance with the parameters of SGAS No. 25, Additional years will be added as data become
available,

! No statistics regarding covered payroll are available. Contributions dre not based upon members’ salaries, but are simply $4.00 per member per
month for nine months each fiscal year.

See notes to required supplementary schedules.
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AUDITED FINANCIAL STATEMENTS

REQUIRED SUPPLEMENTARY SCHEDULES
(In thousands)

SCHEDULE OF EMPLOYER CONTRIBUTIONS

State
Annual
Year Ended Required Percentage

june 30, Contiibution Contiibuted

Employees’ Retirement System 1997 282,249 100%
1998 286,794 100%

1999 304,461 100%

2000 302,332 100%

2001 315,505 100%

Public School Employees’ 1997 13,645 100%
Retirement Systermn 1998 13,638 107%
1999 10,839 158%

2000 9,789 184%

2001 12,874 132%

Legislative Retirement System 1997 159 100%
1998 164 126%

1999 84 108%

2000 22 436%

2001 - N/A

Georgia Judicial Retirement System 1999 694 100%
2000 834 100%

2001 1,741 11%

Information is shown only for the years available in accordance with the parameters of SGAS No, 25,
Additional years will be added as data become available.

See notes to required supplementary schedules.
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AUDITED FINANCIAL STATEMENTS

EMPLOYEES RETIREMENT SYSTEM
(Including All Plans and Funds Administered by the Employees’ Retirement System of Georgia)

NOTES TO REQUIRED SUPPLEMENTARY SCHEDULES

1. Schedule of Funding Progress — The actuarial value of
assets recognizes a portion of the difference between the fair
value of assets and the expected actuarial value of assets,
based on the assumed valuation rate of return. The amount
recognized each year is 20% of the difference between fair

value and expected actuarial value.

2. Schedule of Employer Contributions — The required

employer contributions and percent of

those contributions

actually made are presented in the schedule.

3. Actuarial Assumptions — The information presented in
the required supplementary schedules was determined as
part of the actuarial valuations at the dates indicated.
Additional infoermation from the actuarial valuations for the
most recent two-year period are as follows:

Employees’ Retirement System:

Valuation date June 30, 2001 June 30, 2000
Actuarial cost method Entry age Entry age
Ameortization method Level percent of pay, Level percent of pay,
open open
Remaining amostization period
of the Funding Excess 20 years 40 years
Asset valuation method 5-year smoothed 5-year smoothed
market market
Actuarial assumptions:
Investment rate of retumn 7% 7%
Projected salary increases' 5.20-9.00% 5.20-9.00%
Postretirement cost-of-iving
adjustment Nane None

Public School Employees’ Retirement Systern:

Valuation date
Actuarial cost method

June 30, 2001
Entry age

June 30, 2000
Entry age

Amortization method Leve! dollar, open Level dollar, open
Remaining amortization period

of the Funding Excess 40 years 40 years
Asset valuation method 5-year smoothed S-year smoothed

market market

Actuanial assumptions:

Tnvestment rate of return’ 7% 7%

Projected salary increases' N/A N/A
Postretirement cost-of-living

adjustment 3% annually 3% annually

Legislative Retirement System:

Valuation date
Actuarial cost method
Amortization method
Remaining amortization period
of the Funding Excess N/A
Asset valuation method S-year smoothed
market

June 30, 2001
Unit eredit
Level dollar, open

Actuarial assumptions:
Investment rate of return’ 7%

Projected salary increases 5.20%
Postretirernent cost-of-living
adjustment 3% annually

Georgia Judicial Retirement System:

Valuation date July 1. 2001
Actuarial cost method Entry age
Amonrtization method Level percent of pay,
open

Remaining amortization period
of the Funding Excess 10 years
Asset valuation method 5-year smoothed
market

Actuarial assumptions:
Investment rate of return’ 7%

Projected salary increases 5.20%
Postretirernent cost-of-living
adjustment None

Uncludes inflation rate of 3.50%

June 30, 2000
Unit credit
Level dollar, open

NfA
5-year smoothed
market

7%
5.20%

3% annually

July 1, 2000

Entry age

Level percent of pay,
open

12 years
5-year smoothed

market

7%
5.20%

None
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AUDITED FINANCIAL STATEMENTS

SUPERIOR COURT JUDGES AND DISTRICT ATTORNEYS RETIREMENT FUNDS

COMBINING STATEMENTS OF NET ASSETS — June 30, 2002 with comparative tolels for 2001 in thousands

PENSION TRUST FUNDS
Superior Court District
Judges Attorneys
Retirement Retirement TOTAL
ASSETS Fund Fund 2002 2001
CASH $ 87 $ 3 $§ 9 $ 59
RECEIVABLES:
Employee and employer contributions 3 3 -
Total receivables 3 3 -
INVESTMENTS = at fair value:
Equity in pooled investment fund 930 930 1.725
Total assets 1,020 3 1,023 1,784
LIABILITIES
ACCOUNTS PAYABLE AND OTHER 42 _3 45 45
Total liabilities 42 _ 3 45 45
NET ASSETS HELD IN TRUST FOR
PENSION BENEFITS $ 978 § - $ 978 $1,739

(A schedule of funding progress is presented on page 37.)
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;; AUDITED FINANCIAL STATEMENTS
’ SUPERIOR COURT JUDGES AND DISTRICT ATTORNEYS RETIREMENT FUNDS

COMBINING STATEMENTS OF CHANGES IN NET ASSETS — June 30, 2002 with comparative totals for 2001

(in thousands)

PENSION TRUST FUNDS
Superior Court District
Judges Attomeys
_ Retirement Retirement TOTAL
! Fund Fund 2002 2001
‘ NET ASSETS HELD IN TRUST FOR
PENSION BENEFITS - Beginning of year $1,739 $1,739 51,896
ADDITIONS:
Contributions:
Employer 2,042 $ 117 2,159 2,087
Member 13 13 12
Administrative expense allotment 30 30 30
Investment loss:
Interest and dividends
Less investrnent expenses (3} {3) -
Allocation of investment earnings {745) 745 11i
Net investment loss 748 748 111
Total additions 1,337 117 1,454 2,018
DEDUCTIONS:
Retirement payments 2,068 117 2,185 2,145
Administrative expenses 30 30 30
Total deductions 2,098 117 2215 2.175
NET INCREASE {(DECREASE) 761 {761} 157
NET ASSETS HELD IN TRUST FOR
PENSION BENEFITS - End of year § 978 § - $ 978 $1.739
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AUDITED FINANCIAL STATEMENTS

EMPLOYEES RETIREMENT SYSTEM
(Including All Plans and Funds Administered by the Employees” Retirement System of Georgia)

ADMINISTRATIVE EXPENSE FUND - Contributions and Expenses for the years ended June 30, 2002 and 2001
(in thousands)

2002 2001

Contributions:

Employees’ Retirement System $ 7,971 $ 6,950
Public School Employees’ Retirement System 625 625
Legislative Retirement System 110 110
Geaorgia Judicial Retirement System 175 175
State Employees” Assurance Department 225 225
Georgia Defined Contribution Plan 310 310
Superior Court Judges Retirement Fund 30 30
Total contributions 9,446 _ B425
Expenses:
Personal services:
Salaries and wages 1,947 1,805
Retirement contributions 204 310
FICA 138 125
Health insurance 254 236
Miscellaneous 29 43
2,572 2,519

Communications:

Postage 155 101
Publications and printing 82 40
Telecommunications 83 78
Travel 23 17

33 236

Professional services:

Accounting and investment services 1,758 1,474
Computer services 1,026 1,879
Consulting services 1,603 826
Actuarial services 305 155
Medical services 168 192
Professional fees 87 61
Legal services 68 37

5,015 4,624

Rentals:

Office space $ 341 $ 341
Office equipment 3 1
344 342

Other services and charges:

Equipment 99 4

Temporary services 580 218

Supplies and materials 85 29

Repairs and maintenance 335 441

Courier services 11 5

Beard member expenses 14 5

Depreciation % -

Miscellaneous 19 2

1,172 704

Total expenses 9.446 8425

Net Income - -
Balance:

Beginning of year - -

End of year | $ - $ =
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