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INDEPENDENT AUDITORS' REPORT

Board of Trustees
Employees’ Retirement System of Georgia:

We have audited the accompanying combined statements of net assets of the Employees’ Retirement
System of Georgia, including all funds and systems administered by the Employees’ Retirement System
of Georgia (collectively the “System™), as of June 30, 2001 and 2000, and the related combined
statements of changes in net assets for the years then ended. These combined financial statements are the
responsibility of the Systern’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 combined financial statements are free of material misstatement. An audit includes
€xamining, on a test basis, evidence supporting the amounts and disclosures in the combined 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 our opinion.

In our opinion, such combined financial statements present fairly, in all material respects, the combined
net assets of the System as of June 30, 2001 and 2000, and the combined changes in net assets for the

years then ended in conformity with accounting principles generally accepted in the United States of
America.

Our audits were conducted for the purpose of forming an opinion on the basic combined financial
statements taken as a whole. The required supplementary schedules and additional information listed in
the Table of Contents are presented for purposes of additional analysis and are not a required part of the
basic combined financial statements. These required supplementary schedules and additional
information are the responsibility of the System’s management. Such information has been subjected to
the auditing procedures applied in our audits of the basic combined financial statements and, in our
opinion, is fairly presented in all material respects when considered in relation to the basic combined
financial statements taken as a2 whole.

+ [ncde wp

March 15, 2002

Deloitte
Touche
Tohmatsu
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EMPLOYEES’ RETIREMENT SYSTEM OF GEORGIA

(Including All Funds and Systems Administered

by the Employees’ Retirement System of Georgia)

COMBINED STATEMENTS OF NET ASSETS
JUNE 30, 2001 AND 2000
(in Thousands)

ASSETS
CASH

RECEIVABLES:

Employee and employer contributions
Interest and dividends

Total receivables
INVESTMENTS - at fair value:
Short-term
Obligations of the U.S. Government
and its agencies, corporate, and
other bonds
Common stocks
Mortgage loans and real estate
Total investments

Total assets

LIABILITIES
Accounts payable and other
Total liabilities

NET ASSETS HELD IN TRUST FOR PENSION BENEFITS
(A schedule of funding progress is presented on page 16.)

See notes to combined financial statements.

2001 2000
b 1,546 b 1,332
36,986 35,950
93,956 103,135
130,942 139,085
214,837 131,785
5,822,463 5,623,800
8,014,283 9,375,961
4,351 4,373
14,055,934 15,135,919
14,188,422 15,276,336
10,430 8,866
10,430 8,866

$ 14,177,992

$ 15,267,470
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EMPLOYEES’ RETIREMENT SYSTEM OF GEORGIA
(Including All Funds and Systems Administered
by the Employees’ Retirement System of Georgia)

COMBINED STATEMENTS OF CHANGES IN NET ASSETS

YEARS ENDED JUNE 30, 2001 AND 2000
(In Thousands)

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

- ADDITIONS:

Contributions:
Employer
Employee
Insurance premiums
Administrative expense allotment
Investment (loss) income:
Net (depreciation) appreciation in fair value of investments
Interest and dividends

Total investment (loss) income

Less investment expenses

Net investment (loss) income
Total additions

DEDUCTIONS:
Retirement payments
Refunds of employee contributions and interest
Death benefits
Administrative expenses

Total deductions
NET (DECREASE) INCREASE

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

See notes to combined financial statements.

2001

2000

$ 15,267,470

$ 14,422,057

335,988 323,325
72,448 70,474
13,813 17,413

940 737
(1,379,000) 494,234
479,631 487,727
(899,369) 981,961
11,286 12,044
(910,635) 969,917
(487,466) 1,381,866

560,572 496,830
14,998 15,474
18,017 15,921

8,425 8,228

602,012 536,453

(1,089,478) 845,413

$ 14,177,992

§ 15,267,470




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

NOTES TO COMBINED FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED JUNE 30, 2001 AND 2000

1. GENERAL

The accompanying combined financial statements of Employees’ Retirement System of Georgia,
including all funds and systems administered by the Employees’ Retirement System of Georgia
(collectively the “System™), is comprised of the Employees’ Retirement System of Georgia (“ERS”),
Public School Employees’ Retirement Systems (“PSERS”), Legislative Retirement System (“LRS”),
Georgia Judicial Retirement System (“GIJRS”), Superior Court Judges Retirement Fund (“SCIRF”),
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 ail potential component units. The decision to include a potential component unit in the
reporting entity is made by applying the criteria set forth by Governmental Accounting Standards Board
(“GASB”) Statement No. 14. The concept underlying the definition of the reporting entity is that
elected officials are accountable. Based on these 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 System is a 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.
Boards of Trustees comprised of active and retired members and ex-officio state employees are
ultimately responsible for the administration of the System.

2. AUTHORIZING LEGISLATION AND PLAN DESCRIPTIONS

Each 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 privileges of a corporation. .



Membership — As of June 30, 2001, participation in ERS is as follows:

Retirees and beneficiaries currently receiving benefits 25,927
Terminated employees entitled to benefits but not yet
receiving benefits 51,717
Active plan members 76,647
Total : 154,291
Employers 503

Benefits — The benefit structure of ERS was significantly modified on July 1, 1982. Unless the
employee elects otherwise, 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 provisions 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 creditzble service and attainment of age 65. Additionally, there are
some provisions allowing for retirement 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 creditable 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 distribution of the member’s monthly pension at reduced rates to a designated
beneficiary upon the member’s death. Dcath and disability benefits arc 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 Stafe 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 purposes and
are used in the computation of the members’ 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 confribute at a specified percentage of active member payroll determined
annually by actuarial valuation.

‘Members become vested after ten years of membership service. Upon termination of

employment, member confributions with accumulated interest are refundable upon request by the
member. However, if an otherwise vested member terminates 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
forty years based upon the actuarial valuation at June 30, 2000.

On November 20, 1997, the ERS Board of Trustees created the Supplemental 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 §415”) 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 eligibie to
participate in this Plan whenever their benefits under ERS exceed the limitation on benefits
imposed by IRC §415.

There were 256 and 248 members eligible to participate in this portion of ERS as of June 30, 2001
and 2000, respectively. Employer contributions of $2,780,000 and $2,279,000 and retirement
payments of $2,742,000 and $2,335,000 under the SRBP are included in the combined statements
of changes in net assets for the years ended June 30, 2001 and 2000, respectively. Cash of
$114,000 and $79,000 and employer receivable of $205,000 and $202,000 under the SRBP are
included in the combined statements of net assets for the years ended June 30, 2001 and 2000,
respectively.

PSERS is a defined benefit pension plan established by the Georgia General Assernbly 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 other trustees not on the ERS Board of Trustees.

Membership — As of June 30, 2001, participation in PSERS is as follows:

Retirees and beneficiaries currently receiving benefits 11,691
Terminated employees entitled to benefits but not yet
receiving benefits 41,774
Active plan members 40,213
Total 93,678
Employers 183

Benefits — A member may retire and elect to receive normal monthly 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 10 years of service.

Upon retirement, the member will receive a monthly benefit of $10 multiplied by the number of
years of creditable service. Death, disability, and spousal benefits are also available 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 actuarially determined and approved and certified by the PSERS
Board of Trustees.

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 terminates 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, 2000.

LRS is a defined benefit plan established by the Georgia General Assembly in 1979 for the
purpose of providing retirement allowances for all members of the Georgia General Assembly.
LRS is administered by the ERS Board of Trustees.

Membership — As of June 30, 2001, participation in LRS is as follows:

Retirees and beneficiaries currently receiving benefits 192
Terminated employees entitled to benefits but not yet
receiving benefits 97
Active plan members 244
Total 533
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 attainment of age 62.
A member may retire early and elect to receive a monthly retirement 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.

Upon retirement, the member will receive a monthly service retirement allowance of $28
multiplied by the number of years of creditable service reduced by age reduction factors, if
applicable. Death, disability, and spousal benefits 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 contributions are
actuarially determined and approved and certified by the ERS Board of Trustees.

Members become vested after eight years of creditable service. Upon termination of employment,
member confributions with accumulated interest are refundable upon request by the member.
However, if an otherwise vested member terminates and withdraws his/her member contributions,
the member forfeits all rights to retirement benefits.

The GIRS is a system created to serve the members and beneficiaries of the Trial Judges and
Solicitors Retirement Fund (“TIJSRE”), the Superior Court Judges Retirement System (“SCJRS”),
and the District Attorneys Retirement System (“DARS”) (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 Retirement Systems was transferred to GIRS in the
same status effective July 1, 1998. All assets of the Predecessor Retirement Systems were
transferred to GIRS as of July 1, 1998. GIRS is administered by the ERS Board of Trustees and
three other trustees not on the ERS Board of Trustees.
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GIJRS is a defined benefit pension plan established by the Georgia General Assembly for the
purpose of providing retirement allowances for trial judges and solicitors of certain courts in
Georgia, and their survivors and other beneficiaries, superlor court judges of the State of Georgia,
and district attorneys of the State of Georgia.

Membership - As of June 30, 2001, participation in GJRS is as follows:

Retirees and beneficiaries currently receiving benefits 133
Terminated employeses entitled to benefits but not yet
receiving benefits 36
Active plan members 448
Total 617
Employers 4

Benefits - The normal retirement for GIRS 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. Employer contributions are
actuarially determined and approved and certified by the GIRS Board of Trustees.

Members become vested after 10 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 terminates 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
12 years based upon the actuarial valuation at July 1, 2000.

SCIRF 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.
SCIRF is directed by its own Board of Trustees. The Boards of Trustees for ERS and SCIRF
entered into a contract for ERS to administer the plan effective July 1, 1995.




i

-
el

Membership — As of June 30, 2001, participation in SCIRF is as follows:

Retirees and beneficiaries currently receiving benefits 33
Active plan members 2

Total 35
Employers 1

Benefits — The normal retirement for SCIRF 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 contributions 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.

DAREF 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.
DAREF 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, 2001, DARF had 9 retirees and beneficiaries currently receiving
benefits.

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

Contributions and Vesting — 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
determined but are provided on an as-needed basis to fund current benefits.

GDCP is a defined contribution plan established by the Georgia General Assembly in July 1992
for the purpose of providing retirement 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, 2001, participation in GDCP is as follows:

Terminated employees entitled to benefits

but not yet receiving benefits 59,075
Active plan members 33,839
Total 92,914
Employers 331




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, a 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
refundable upon request by the member.

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. SIGNIFICANT ACCOUNTING POLICIES AND SYSTEM ASSET MATTERS

The following is a summary of significant accounting policies of the System:

a.

Basis of Accounting — The System’s combined financial statements are prepared on the accrual
basis of accounting. Contributions from the employers and members are recognized as additions in
the period in which the members provide services. Retirement and refund payments are
recognized 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 available for pension benefits.

There are no investments in, loans to, or leases with parties related to the System.

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 System
incurred approximately $341,000 and $339,000 in rental expense for the years ended June 30,
2001 and 2000, respectively, 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 plan 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
statements of plan net assets.

-10-
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€. New dccounting Pronouncement — Effective July 1, 2001 the System adopted GASB Statement
No. 34, Basic Financial Statements — and Management’s Discussion and Analysis —for State and
Local Governments. This statement modifies the external financial reporting requirements for
public employee retirement Systems in two ways. First, it requires that management’s discussion
and analysis be included as required supplementary information, and second, it provides an option
to present a separate column for each defined benefit pension plan and each related
postemployment health care plan the System administers in the statements of plan net assets and
statements of changes in plan net assets, rather than in separate combining statements.

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 securities 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 Federa] Deposit Insurance Corporation, an agency
of the U.S. Government. Fiduciary accounts, such as those of the System, are granted $100,000 of

insurance coverage per participant in the System. Temporary cash on hand not committed for a specific
purpose is invested ovemight.

Investments — GASB Statement No. 3 requires governmental entities to categorize investments as an
indication of the level of custodial credit risk assumed by the System at year-end. Category 1 includes

or by its trust department or agent but not in the System’s name. All of the s
System at June 30, 2001 and 2000 are of Category 1 risk level. The System
of Trustees (through statutes) to invest in

ecurities held by the

1s authorized by its Board
a variety of short-term and long-term securities, as follows:

()  Short-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 obligations
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 specific date
in the future in exchange for the same securitics. The System held repurchase
agreements of $208,066,000 and $127,203,000 at June 30, 2001 and 2000, respectively.

® U.S. Treasury obligations with varying terms up to 360 days.

-11-
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—  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 and/or 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.

Long-Term:
Fixed 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 System with flexibility necessary to meet changing
market conditions. The System held corporate bonds of $6,139,000 and $8,887,000 at
June 30, 2001 and 2000, respectively.

¢ U.S. and foreign government obligations with terms up to 30 years. Quality and call
requirements of corporate bonds are applicable. The System held U.S. government
obligations of $5,806,610,000 and $5,599,525,000 at June 30, 2001 and 2000, respectively,

¢ Private placements are authorized under the same general restrictions applicabie 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 ong loan.

Equity securities are also authorized (in statutes) for investment 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, SCJRF, GJRS, SEAD, and certain
investments of GDCP are pooled into one common investment find. Investments of approximately
$16,484,000, held by GDCP, 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

-12-




. A

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.

The units of the pooled investment find at June 30, 2001 and 2000 were allocated as follows (in
thousands):

2001 2000

Employees’ Retirement System 7,118 7,211
Public School Employees’ Retirement Systems 433 442
Legislative Retirement System 16 16
Georgia Judicial Retirement System 130 130
State Employees’ Assurance Department 459 459
Superior Court Judges Retirement Fund 1 1
Georgia Defined Contribution Plan 13 8
8,170 8,267

5. INVESTMENTS LENDING PROGRAM

State statutes and board of trustees policies permit the System to lend its securities to broker-dealers
with a simultaneous 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 dividends and interest as the owner of the loaned
securities. The brokerage firms pledge collateral securities consisting of U.S. Government and agency
securities, mortgage-backed securities 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 loaned securities’ value, depending
on the type of collateral security.

Securities loaned totaled $5,993,645,000 and $5,832,633,000 at fair value at June 30, 2001 and 2000,
respectively. The collateral value was equal to 104.2% and 104.1% of the loaned securities’ value at
June 30, 2001 and 2000, respectively. The loaned securities are classified as Category 1 investments
(see Note 4) based on the custodial arrangements for the collateral securities.

Loaned securities are included in the accompanying combined statements of net assets since the System
maintains ownership. The related collateral securities are not recorded as assets on the System’s
combined Statements of Plan 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
criteria set forth in GASB Statement 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 System’s ability to pledge or sell the
collateral securities.

-13-
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6. SEAD ACTUARIAL VALUATION

According to the SEAD policy terms covering the lives of members, 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 accumulation of investment income and premiums over benefit payments and
expenses and is held as a reserve for payment of death benefits under existing policies.

The most current actuarial valuation of SEAD is as of June 30, 2000. The valuation indicated that the
employee contribution 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, 2000 was
appropriate. Old plan members were hired prior to July 1, 1982 and new plan members were hired on
or after July 1, 1982.

-14 -




REQUIRED SUPPLEMENTARY SCHEDULES

(See Independent Auditors’ Report)
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1

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

REQUIRED SUPPLEMENTARY SCHEDULES
(In Thousands)

Schedule of Employer Contributions

State
Annual
Year Ended Required Percentage
June 30, Contribution Contributed
Employees’ Retirement System 1996 $ 271,342 100%
1997 282,249 100%
1998 286,794 100%
1999 304,461 100%
2000 302,332 100%
Public School Employees’ Retirement System 1996 12,750 100%
1997 13,645 100%
1998 13,638 107%
1999 10,839 158%
2000 9,789 184%
Legislative Retirement System 1996 164 100%
1997 159 100%
1998 164 126%
1999 84 108%
2000 22 436%
Georgia Judicial Retirement System 1999 694 100%
2000 834 100%

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

See notes to required supplementary schedules.
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EMPLOYEES’ RETIREMENT SYSTEM OF GEORGIA
(Including All Funds and Systems Administered
by the Employees’ Retirement System of Georgia)

NOTES TO REQUIRED SUPPLEMENTARY SCHEDULES

L.

3.

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.

Schedule of Employer Contributions - The required employer contributions and percent of those
contributions actually made are presented in the schedule.

Actuarial Assumptions - The information presented in the required supplementary schedules was
determined as part of the actuarial valuations at the dates indicated. The July 1, 2000 actuarial
valuation for GJRS included the assumption of a 12 year remaining amortization period of the
funding excess, which represents a reduction of 5 years from the previous valuation. Additional
information as of the latest actuarial valuation follows:

Employees’ Retirement System  Valuation date

Public School Employees®
Retirement System

Actuarial cost method
Amortization method
Remaining amortization period
of the Funding Excess
Asset valuation method
Actunarial assumptions:
Investment rate of return’
Projected salary increases'
Postretirement cost-of-living
adjustment

Valuation date
Actuarial cost method
Amortization method
Remaining amortization period
of the Funding Excess
Asset.valuation method
Actuarial assumptions:
Investment rate of return'
Projected salary increases
Postretirement cost-of-living
adjustment

Tncludes inflation rate of 3.50%

-18 -

6/30/00

Entry age
Level percent of pay, open

40 years
5-year smoothed market

7%
5.20-9.00%

Nomne

6/30/00
Entry age
Level dollar open

40() years
S-year smoothed market

7%
N/A

3% annually

(Continued)




EMPLOYEES’ RETIREMENT SYSTEM OF GEORGIA

(Including All Funds and Systems Administered
by the Employees’ Retirement System of Georgia)

NOTES TO REQUIRED SUPPLEMENTARY SCHEDULES

Legislative Retirement System  Valuation date
Actuarial cost method
Armortization method
Remaining amortization period
of the Funding Excess
Asset valuation method
Actuarial assumptions:
Investment rate of return’
Projected salary increases
Postretirement cost-of-living adjustment

Georgia Judicial Retirement
System Valuation date
Actuarial cost method
Amortization method
Remaining amortization period
of the Funding Excess
Asset valuation method
Actuarial assumptions:
Investment rate of return'
Projected salary increases'
Postretirement cost-of-living adjustment

'Includes inflation rate of 3.50%

-19-

6/30/00
Unit credit
Level dollar, open

N/A
5-year smoothed market

7%
N/A
3% annually

7/1/00

Entry age
Level percent of pay, open

12 years ,
5-year smoothed market

7%

5.50%
None

(Concluded)




ADDITIONAL INFORMATION

(See Independent Auditors’ Report)

-20-




IMNI

QULYLITS1 TO6'LLI'PIS (IES6ZI V1N LOP'0YS 1E5°6TI'ri GEL'T § 00L'06L § £LISTTS LLlies [L5'8bLS STOEVE'TLS €91 33ed uo pauasaud ) ssaiBoad Suzpuny go anpans v)
SLIJANEA NOISNAd 204 LSMUL NI QTaH S1955V 13N

993'8 oeEr'ol (Lo1't) 91 [14 LEI'E fol o Elld PER'G g [2I10L

- - (t91'%) LEl'e OF ajquhed swnjusozd sautnsuy

998'8 OEF'0I o] sp £01 ] HE PES'S saipo pue ajqeird siunooay
saumavin

EEYT'S1 ZIP'881'p1 (859°TEV’Y1) for'or 1E8°621°¥ 1 vaL'l LER'E6L oUT'EIT £78'22 LB6'BFL 6SHESE'ZI Nasse |ejo),

616'SEI°C1 PE6'S50'YI (1e¢'620'pl) £96'8€ 904°5€0'p sTL'l 808'€6L 9ZPTT 699°'LT zER'RL PIG'EIE'TI HuaursaAut [€)0)

- - (1es'az1'v1) 6LV'TT sTe'l B08'E6L 928'bIT 699'LT 788'8pL zer'ele'el Uy Juaunsaaut pajeod u) Abg
ey 15€'y L99 vrL's Jluisa U3 poe sucoj 3Feduoyy
196°5LE'6 £8T'710'8 £sT'rio's SOOI IOUKW;y
008°€29's £9'Ze8's riL's 6hL'2I8'S Spoq fpo pue 'apcdios

‘so)puale s pue MILIA0D g 2T Jo suopeBqo
S8L'IE1 : LES'PIT oLL's LS0'80T UUN-HoYg
anjea gy e - SINJNLSTAN]
§80°6E1 ir6'ott {L91°F) 0Lz S78'%6 P6T 13 8 SL9'8E AR [BIOF,

- - (t91'¢} § £91'E SWINILALC] SSUTIMSUL POIIIWAIL
Sel'col 956'E6 1€l SR § SPUIPJAIP PUD 152130U]
0S6'sE 986'9E GEL'l Y62 i 8 805'SE suolinguos s2Aojdwa pue sadojdwy

SETIYAIRITY
fAxnt ] b 9ps°| 1 06l § 65 3 [14 H o5t $ FAS B Ll % 898 5 HS8VD

0002 L00Z Suofjeuung ueld pung spuny wawyedag waIshS waysis woysis wasis $13SSY

SWoIsig |1y UOINQUILOYD  JUIUSAU]  JUSWIBIEY  @IUBINSSY UAAINeY  JUBLMBMION  JWeWeNDY  Judwsesjoy
|Bi0L peuyag pejood sfoulony  seofopdwg 1ejpor oaeisiBa  seafojdwz  se0dojdwg
elBiosn asa aeg e|6i00g 190425 J[Iqng
pue salpnp
unog sopadng
SpuUnd )5nJ] uofsuag
{spuesnay) uj}

0002 HO4 STVLOL SAILYHYAWOD HAIM 100Z ‘0 INNT
51358V 13N JO SINIFWILYLS DNINIGWOD

(e1B108D Jo We)SAS Juawsiney seakojduzy ayj Aq
paasiulupy swesAg pue spungd [y Buipnouy)

VISH03D 40 WALSAS INFWIHILIY STAAO TN




9681 $ 65L°1S - 3 6ELT
(4% 187 [4 94
(44 (874 [A 134
8€6°1 P8L1 C 78L°1
SE8‘1 STL1 STL1
I - (1) I
I - 8y I
r4)) I 65 ¢ £ $ 9 §
0002 L00¢T pung pung
[ejol jJuawasay JusIBIeY
shawony sabipnp
Jouysig }nog louadng

spung )sni] uoisuad

("91 =8ed uo pajussaid st ssardord Fuipung jo a[npayos V)

SLIZANAE NOISNHd YO LSNYL NI OTHH SIASSY LAN
SORI[Iqel] [e0L,

JHHLO ANV ITdVAVd SLNNOJDV

S3ALLNIGvIa
$19sSE [BJO L,

puny jusuysaaur pajood ur mnbg
-anjea dteyje - SYNHWILSTANI
S9]QBAIID21 [EJOT,

suonnquoa 1sfordurs pue safojdug
SHTEVAIZOTYT

HSVO

S138sv

(spuesnoyj uj)
0002 JO4d STV.LOL JAILYEVAWOD HLIM L00Z ‘0 aNNr
S13SSV LIN 40 SINFWILYLS ONINIGINOD

spund juawalilay sheulony Jo1ysiqg pue sabpnp Jnon Jouadng
(e1bioe Jo waysAg Juswainay seakojdwy ayy Aq
paJa)siulupy swasAg pue spund ||y Buipnjoui)
VIOd0dO 40 WI1SAS INIWIHILIY .SIIFAO1dNT




|MN|

0LPL9T'S1S TE6'LLLVIS (1es'szt'vl) § LOV'OVS 1€6'6T1'vl § 6L § 00L'06L S EL1'6TTS LLL'eT s iLs'srLs SECFETLS
ELv'sr8 (81t'680'1) ¥85°580°1 3132 (p8c'c8o'l) (zs1) (ZLe'ss)} {12t'v1) (8vL') (szr'v9) {85156}

- - Lb6'ELT (ere'se1)
£59'05S T10°709 bLe'L - SLI'T '8l 6LE'E vIE'l 1L8'vE LPT'EES
8T sT'g olg [3 §TT 73] oll €29 056'9
12651 L1081 L1081
pLb'S 866t ¥90'L b5 13 414 E9'L
0896k L5008 skI'z osl's 6L0'1 pav'cs pEL'8IS
998'18¢"1 (sot*L8Y) LES' 116 LOE' 1] e9'l1e) 810'T (0£1'Le) (260°6) (¥ze) (psE'0g) (t6T'vTh)
L16'696 (s59°016) LE9116 411 {Le9'tia) (1)) (er6'08) (e88'c1)} (186) (9e2'6E) (£89°s6L)

- L. LES 116 [z} () (656'05) (oag'c1} (186) (9ez'6¥) (£72's6L)
Fro'e1) oszIl) [{)] (6eL'01) (ops)
LTL'Ley 1£9'6Lp 8301 SEP'BLY 91 £ ]
PEL'POY (000’651} 95€ ee'see')
Lt o¥6 0€ SLI ol $T9
fivLl E18'ei CIS'E
pir'OL BrE'ZL STL'll H i¥e's Vx4 L'l £88's
STEETE 886'SEE 180°C 692'l L6 080t S0S'S1E
LS0'TZH'PLS oLy'Lot'sis Gsizs) s peR'ses sSIsITsE § s68'l 3§ ZLO'OE S FROSEL 144749 957'¢188 £91'NDE'ELS

0002 Lone suopeujw)g uejd pung spundg wsuuedag wSsAS WRISAS we)sis waysAg

meumam ny uopnguued JugWISIAU] Juawalley aJuetnssy jusiiad|ley JuBLUBIGY Juswzmoy Juawsley
[eol1 paupeq pajood sfouiony  seefojduiz 1Eeapnr aape)siBan Sea9fojduzy Seofordwy
efioep JEDET ojg elficag 100495 2)1and
pue sabpnp
ynoy sopedng

Spund JsniL uo|suad

634 Jo pud - SLIFANEY

NOISNA 104 L8N NI a2 SLASSY LEN

ASVEYINI (E5VAYIaA) LIN

NN ANFWLSHANI
AFT00d WO SWILSAS OL S984SNVIL

SUANIIOPIP [EI0L

sasuadxa sanmisURUpY
SJauaq YIeaq
IS212)U PUE SUONNGLNUGD 3340[ULU JO spumy
sjuswiked JuauLInFy
SNOLLINGaa

SUCHIPPE [TI0]
SXUCILY (S50} IWAUNNEIAUL 32N

STuSIEd JUSLUNSIALL JO LONLBIG) Y
535X JUANUISIAN) 5537
SpuapIAIp PR 1535d50]

SJUALUISIALL O IN[EA Jin) ) varieididde (uoneaardap) 1an

9oL (SSO|) JUALISIALE
WALNO[[E FSUIIXD SA[LNSIURUPY
sumnuaad auesnsu|
sokerdig
1akochug
suchnquue
SNOwaayv

ek jo SuuBag - §114aNag

NOISNHd HO4J .LSNYL NI GIH SLISSY L3N

{spuesnoy_ up)

000Z HOd $TvL0L SAILYEYINOD HLIM LODZ ‘DE INNP O3ANT HVIA

S1385V 13N NI S3ONYHD 40 SINIWILVLS ONINIBWOD

(e161089) Jo waysAg Jusweuney ,seafojdwy ay} Aq
palaisiuwpy swalsAg pue spund |y Buipnjau))
VIOH0IO 40 WILSAS LNIWIHILTY .S3IA0TdIND




|.V_.N|

9681 $ 65L'T $ - $ 65L°T § 124 o puy
= SLIJANTI NOISNHd ¥0d 1SNYL NI ATHH SIHSSV LHN
€1 (Ls1) (Ls1) . (ESVHIOEA) HSVEIDNI LAN
991°C SLI'T Il $£0°T suonINPIp |e10],
- 0t 0€ sastuadxa oA ESIGIUIDY
991°C SPI°T ¥l ¥00'T siuowied justmoainay
*SNOLLONAId
Z0ET 810°C ¥l LLSY SuoIIppe [E}J0L
§9¢ (11n) armm SUI00UI (SSO]) JUAUISIAUL JON]
o7 (1imn (1) SSUIIED JUIWI}SIAUL JO UOTIBOO[[Y
(1) s25U2dX0 JUSUIISIAUT §50°]
[4 SPUSPIAID PUE JSaIa3u]
:awooul (SSO[) JU2ISIAU]
- 0g 0¢ Juauo[[e 25uadxs QATIRISIUNUPY
I1 A Cl sakordwyg
920°C L80°C vl § ov6'] Tafordwy
SuonNqLIG
SNOILIaaV
09L'1 § 968°1 $ 9681 $ 1834 Jo Swumdag
= SLIFHNHE NOISNHd JO4 LSMNEL NI ATHH SLHSSV 14N
000z Looe pund pung
lejol Juswaney juswamay
shauwio)y sabpnp

ouIsIg pnos Jouadng

Spund ¥snil uoisuad

{spuesnoi] uj)
666} ¥04 STV.LOL FAILVHVANOD HLIM 000Z ‘0€ anne
S13SSV L3N NI SA9NVHD 40 SLINIJW3ILVLS ONINIFGINOD

SpUN4 jJudwainay sAaulopy 1oLysig pue sabpng Junos Jouadng

(e1b1009 JO WaYsAg JuatuaIlRY seakojdwg ayy Aq
paJajsiuiwpy sWasAs pue spund ||y Buipnjoup)
VIOH039 40 WALSAS LNJWIHILTY .STFIAO0TdINT




Administrative Expense Fund

CONTRIBUTICNS AND EXPENSES
YEARS ENDED JUNE 30, 2001 AND 2000
(In Thousands)

EMPLOYEES’ RETIREMENT SYSTEM OF GEORGIA
(Including All Funds and Systems Administered
by the Employees’ Retirement System of Georgia

Contributions:
Employees’ Retirement System
Public School Employees’ Retirement System
Legislative Retirement System
Georgia Judicial Retirement System
State Employees’ Assurance Department
Georgia Defined Contribution Plan
Superior Court Judges Retirement Fund

Total contributions

Expenses:

Personal services:
Salaries and wages
Retirement contributions
FICA
Health insurance
Miscellaneous

Il‘:“"]llimmqlliqmlli;”Jlllf-Ullli' |III ‘Ili ‘Ili 1..! ‘!‘I

Communications:
Postage
Publications and printing
Telecormmunications
Travel

Professional services:
Accounting and investtnent services
Computer services
Consulting services
Actuarial services
Medical services
Professional fees
Legal services

-25.

2001 2000
$ 6950 § 7,09
625 575
110 68
175 94
225 147
310 245

30 -
8,425 8,228
1,805 1,952
310 292
125 138
236 257
43 43
2,519 2,682
101 130
40 35
78 79
17 29
236 273
1,474 1,340
1,879 2,878

826 -
155 127
192 141
61 47
37 24
4,624 4,557
(Continued)



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

Administrative Expense Fund

CONTRIBUTIONS AND EXPENSES
YEARS ENDED JUNE 30, 2001 AND 2000
(In Thousands)

2001 2000

Rentals:
Office space § 341 3 339
Office equipment 1 1
342 340

Other services and charges:

Equipment 4 12
Temporary services 218 62
Supplies and materials 29 22
Repairs and maintenance 441 260
Courier services 5 5
Board member expenses 5 5
Miscellaneous 2 10
704 376
Total expenses 8,425 8,228
Net Income - -

Balance:
Beginning of year - -
End of year $ - 5 -

(Concluded)
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