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SUMMARY

2013 Actuarial Report on the Louisiana State Employees’ Retirement System

This report has been prepared by the Actuarial Services Section of the Office of the Louisiana Legislative Auditor as
required under Louisiana Revised Statutes (R.S.) 11:127C. Under actuarial standards of practice, Daryl Purpera, the
Legislative Auditor, is considered to be our principal. We recognize in the preparation of this report that we also
have a responsibility to the Louisiana Public Retirement System Actuarial Committee, the Louisiana legislature, and
the public in general.

This valuation has been prepared as of June 30, 2013, based on plan provisions for the Louisiana State Employees’
Retirement System (LASERS) as documented in R.S. 11:401 through 11:621. The purpose of the valuation, in
general, is to:

1. Measure and compare plan assets and liabilities as of June 30, 2013.

2. Calculate actual employer contribution requirements for FYE 2014.

3. Determine the sources and amounts of gains and losses between June 30, 2012, and June 30, 2013.
4. Calculate projected employer contribution rates for FYE 2015.

5. Show measures of funding of the actuarial obligation of the retirement system.

6. Provide information necessary for LASERS financial statements and the financial statements for agencies
participating in the retirement system.

7. Assess the impact that currently prevailing law relative to the Experience Account will have on future
employer contribution requirements.

A brief summary of information developed in this valuation and in prior year valuations is presented on the
following page.
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Summary

A.  Membership Data
(1) Retirees

(2) Actives
(3) DROP
(4) Terminated Vested

B.  Annual Benefits

C.  Total Payroll

D.  Valuation Assets

E. Experience Account

F. Investment Returns
(1) Market (Total Assets)
(2) Market (excl OPR & self-directed)
(3) Net Actuarial Value
(4) Rate for DROP Accounts

G. Normal Costs
(1) Total in Dollars

(2) Total Normal Cost Rate
(3) Employer Normal Cost Rate

H.  Accrued Liability
l. Unfunded Accrued Liability
J. Funded Percentage

K.  Funding Requirements for the Fiscal Year
Following the Valuation Date

(1) Employees
a) Contributions
b) Rate

(2) Employers
a) Contributions
b) Rate

L. Funding Requirements for the Subsequent
Fiscal Year

(1) Employees
a) Contributions
b) Rate

(2) Employers
a) Contributions
b) Rate

June 30, 2013
45,425
44,111

2,092
4,162

$ 1,076,245,404
1,951,987,750
9,740,863,402
195,610,857

11.81%

12.19%

14.05%
13.55%

$ 282,121,445
14.45%
6.54%

$ 16,182,194,641

$ 6,441,331,239
60.2%

$ 156,872,780
7.915%

$ 713,216,842
35.99%

$ 159,255,227
7.915%

$ 800,601,086
39.80%

.......... Prior Years

June 30, 2012
42,722
52,352

2,577
2,222

908,116,716
2,341,703,286
9,026,384,260

0
-0.10%
-0.20%

5.20%
4.70%

327,029,375
13.97%
6.10%

16,157,897,566
7,131,513,306

55.9%

189,875,026
7.870%

737,556,777
30.6%

194,093,341
7.870%

803,905,422
32.6%

June 30, 2011
41,142
54,930

2,569
2,125

841,528,896
2,408,839,604
8,763,101,022

0
23.17%
23.86%

5.45%
4.95%

352,332,629
14.63%
6.78%

15,221,055,048
6,457,954,026

57.6%

194,653,008
7.844%

687,983,477
27.7%

199,991,732
7.844%

750,216,018
29.4%

The above information reflects the cost of benefits that were in effect on June 30, 2013, including Acts of the 2013

Regular Session of the legislature.
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June 30, 2013 Assets and Liabilities

The actuary for the office of the Louisiana Legislative Auditor (LLA) is required by R.S. 11:127(C) to prepare an
actuarial valuation for review by PRSAC. More specifically, R.S. 11:127(C) states:

The actuaries for the public retirement systems, plans, and funds and for the legislative auditor shall
The committee shall review and analyze all the
assumptions and valuations submitted. The committee shall, with the consent of the majority of members
present and voting, approve a single valuation for each public retirement system, plan, or fund. Once
consent of the members is obtained, the actuarial valuations in the form of the official valuations adopted
by the committee shall be submitted to the House and Senate committees on retirement and the Joint

submit annual actuarial valuations to the committee.

Legislative Committee on the Budget.

We have interpreted this provision of law to mean that the methods and assumptions used to prepare June 30, 2013
assets and liabilities became prescribed by PRSAC when it approved the June 30, 2012 valuation report for
LASERS. The June 30, 2013 valuation report that will be adopted by PRSAC will prescribe the methods and
assumptions to be used in the preparation of the assets and liabilities as of June 30, 2014.

The actuary for the retirement system, Foster & Foster, and the actuary for the LLA have both elected to use a new

actuarial value of assets method as of June 30, 2013.

The actuarial valuation report prepared by the LLA provides PRSAC with some assurance that June 30, 2013 asset
and liability values were prepared correctly. The LLA actuary confirms that his calculation of assets and liabilities

as of June 30, 2013 matched assets and liabilities prepared by Foster & Foster.

Sources and Amounts of Gains and Losses for FYE 2013

Gains and losses measured by the LLA are compared below with gains and loses calculated by the LLA.

Unfunded Liability June 30, 2012

Increases Due to:
Interest on the UAL
Employer Contribution Shortfall
Allocation to the Experience Account
Total Increases

Decreases Due to:
Employer Amortization Payments
Change in the Asset Valuation Method
Investment Gains
Experience Gains
Total Decreases

Unfunded Liability on June 30, 2013

The small differences shown above are immaterial and due to corrections to 2010 actuarial value of assets.

Foster & Foster

The LLA

Increase/(Decrease

$ 7,131,481,688

570,518,534
78,318,188

195,623,963

844,460,685

614,066,977
170,210,294
321,037,632

429,310,507

1,534,625,410

$ 6,441,316,963

$ 7,131,481,688

570,518,535
78,318,187

195,610,857

844,447,579

614,066,977
170,184,083
321,036,462

429,310,506

1,534,598,028

$ 6,441,331,239

0

(13,106)
(13,106)

(26,211)
(1,170)
_ 1
(27,382)

14,276
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Projected Employer Contribution Rates for 2015

We determined the employer contribution rate for FYE 2015 to be 39.8% of payroll. Foster & Foster determined it
to be 37.4%. The primary reasons for the difference are summarized below.

1. The LLA used a discount rate of 7.75%, net of investment expenses. Foster & Foster used a rate of 8.00%
net of investment expenses and net of future transfers to the Experience Account.

2. The LLA explicitly recognized future transfers to the Experience Account. We established a liability that
approximates the cost of providing a 6% increase in benefits for eligible retirees. Foster & Foster implicitly
recognized future transfers to the Experience Account by reducing the discount rate that would otherwise
be used by 50 basis points. In other words, if Foster & Foster had explicitly recognized future transfers, its
discount rate would have been 8.50%.

3. Active participants in LASERS would have their salaries increase over the long term in accordance with
inflation and merit adjustments. LLA decreased the salary scale assumption at each age to account for
lower inflation assumption of 2.5%. Foster & Foster’s inflation rate embedded in salary scale is 3.0%.

Accounting Information

Beginning with FYE 2014, LASERS and the LLA will prepare financial accounting information based on new
standards set forth in GASB Statement No 67.

Experience Account Analysis

A detailed analysis of the Experience Account is presented in Section Ill. The 2010 amendment to the Louisiana
Constitution (Article (10)(29)(F)) and discussions with General Counsel and with legislative staff have led us to
reconsider the treatment of the Experience Account process. We have concluded the following.

1. Laws pertaining to transfers of gains to the Experience Account are still in force.

2. Laws pertaining to grants of permanent benefit increases are still on the books. However, they cannot be
implemented because of the constitutional amendment.

3. Therefore, LASERS still has an obligation under the law to fund the Experience Account up to the
maximum level (the present value of a 6% benefit increase to eligible retirees). However, there are no
benefit provisions allowing dollars in the Experience Account to be used at this time. Dollars in the
Experience Account can be used only if a bill is introduced by the legislature, passes each house with a
two-thirds majority, and is signed by the governor.

We have prepared our employer contribution requirements for FYE 2015 in accordance with our understanding of
the law as summarized above.



Summary Page 5

Actuarial Certification
This report is considered to be a Statement of Actuarial Opinion. Therefore, I make the following certification:

I, Paul T. Richmond, am the Manager of Actuarial Services for the Office of the Louisiana Legislative Auditor.
I am a member of the American Academy of Actuaries, an Associate in the Society of Actuaries, an Enrolled
Actuary, and I meet the Qualification Standards of the American Academy of Actuaries to necessary render the
actuarial opinion contained herein.

Aﬂd;f /,,4,,,,../,‘/ 2/17 014/

Paul T. Richmond Date
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SECTION I:
DEVELOPMENT OF EMPLOYER CONTRIBUTIONS
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1. Employer Contribution Requirements for FYE 2015 - Sub Plans

The calculations of employer contribution rates for FYE 2015 for employers participating in each sub
plan of LASERS are shown below. These contribution requirements are based on revised
assumptions and methods.

A. Rank and File Sub Plan

Dollar
Contribution | Projected Payroll | Contribution Rate
Normal Cost $ 111,349,151 6.3577%
Shared Amortization Costs 579,238,555 33.0727%
- $ 1,751,408,245
Plan Specific Costs 1,005,442 0.0574%
Total $ 691,593,148 39.4878%

Pre 2011 Judges and Court Officers Sub Plan

Dollar
Contribution | Projected Payroll | Contribution Rate
Normal Cost $ 4,304,347 10.9882%
Shared Amortization Costs 12,955,345 33.0727%
— $ 39,172,284
Plan Specific Costs 0 0.0000%
Total $ 17,259,692 44.0610%
. Post 2011 Judges Sub Plan
Dollar
Contribution | Projected Payroll | Contribution Rate
Normal Cost $ 285,447 5.3892%
Shared Amortization Costs 1,751,764 33.0727%
— $ 5,296,701
Plan Specific Costs 0 0.0000%
Total $ 2,037,211 38.4619%
. Legislators Sub Plan
Dollar Contribution Rate
Contribution | Projected Payroll
Normal Cost $ 77,394 10.6863%
Shared Amortization Costs 239,526 33.0727%
- $ 724,240
Plan Specific Costs 0 0.0000%
Total $ 316,920 43.7590%
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Development of Employer Contributions

E. Corrections Officers Primary Sub Plan

Dollar
Contribution | Projected Payroll | Contribution Rate
Normal Cost $ 2,039,807 9.5094%
Shared Amortization Costs 7,094,277 33.0727%
— $ 21,450,533
Plan Specific Costs 0 0.0000%
Total $ 9,134,084 42.5821%
F. Corrections Officers Secondary Sub Plan
Dollar
Contribution | Projected Payroll | Contribution Rate
Normal Cost $ 9,906,875 10.2474%
Shared Amortization Costs 31,973,661 33.0727%
- $ 96,676,807
Plan Specific Costs 0 0.0000%
Total $ 41,880,536 43.3201%
G. Wildlife Officers Sub Plan
Dollar
Contribution | Projected Payroll | Contribution Rate
Normal Cost $ 1,688,962 16.8736%
Shared Amortization Costs 3,310,413 33.0727%
— $ 10,009,494
Plan Specific Costs 0 0.0000%
Total $ 4,999,375 49.9463%
H. Peace Officers Sub Plan
Dollar
Contribution | Projected Payroll | Contribution Rate
Normal Cost $ 425,348 11.0261%
Shared Amortization Costs 1,275,560 33.0727%
Plan Specific Costs 305,122 7.9112%
$ 3,856,834
Total $ 2,005,941 52.0100%
Peace Officers Fund - 305,122 -7.9112%
Net Employer Cost $ 1,700,819 44.0988%
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Alcohol Tobacco Control Officers Sub Plan

Dollar
Contribution | Projected Payroll | Contribution Rate
Normal Cost $ 113,385 13.2621%
Shared Amortization Costs 282,758 33.0727%
Plan Specific Costs 80,986 9.4725%
$ 854,958
Total $ 477,129 55.8073%
ATC Officers Fund - 80,986 - 9.4725%
Net Employer Cost $ 396,143 46.3348%
Bridge Police Officers Sub Plan
Dollar
Contribution | Projected Payroll | Contribution Rate
Normal Cost $ 10,936 3.7802%
Shared Amortization Costs 95,678 33.0727%
- $ 289,295
Plan Specific Costs 0 0.0000%
Total $ 106,614 36.8530%
Hazardous Duty Officers Sub Plan
Dollar
Contribution | Projected Payroll | Contribution Rate
Normal Cost $ 3,807,674 4.6250%
Shared Amortization Costs 27,228,507 33.0727%
- $ 82,329,175
Plan Specific Costs 140,359 0.1705%
Total $ 31,176,540 37.8682%
Total For All Sub Plans
Dollar
Contribution | Projected Payroll | Contribution Rate
Normal Cost $ 134,009,239 6.6603%
Shared Amortization Costs 665,446,046 33.0727%
Plan Specific Costs 1,531,903 0.0761%
$ 2,012,068,566
Total $ 800,987,192 39.8091%
Less ATC & Peace Officers Funds 386,108 0.0192%
Net Employer Cost $ 800,601,082 39.7900%
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Development of Employer Contributions

2. Employer Contribution Requirements for FYE 2014 - Combined Plan

Employer contribution requirements for FYE 2014, as measured for all sub plans combined using assumptions
and methods applicable to the 2013-14 fiscal year, are calculated below. These values have been determined as
if the entire system had been measured as a single financial entity. Although R.S. 11:102C requires separate
calculations of normal cost for each sub plan within LASERS, values in the aggregate are useful for
comparisons with contribution requirements for prior years.

T rAe-"IO@IMTMOUOO W

Employer Portion of Normal Cost

Shared Amortization Payments

Amortization Payments for Sub Plans
Contribution Variance Payments

Total Contribution=A+B+C+D

Payments from Peace Officers Fund

Payments from ATC Officers Fund

Net Required Employer Contribution=E-F -G
Projected Payroll for FYE 2014

Total Contribution Rate for FYE 2014 =H + |
Minimum Contribution Rate

Minimum Required Contribution for FYE 2014 = x K

Required Employer Contribution for FYE 2014 =
The Greater of H and L

Percent
Dollar Amount of Salary
129,581,752 6.538034%
512,994,250 25.883072%
1,545,239 0.077965%
69,488,009 3.506010%
713,609,250 36.005081%
311,064 0.015695%
81,344 0.004104%
713,216,842 35.985282%
1,981,968,160
35.99%
15.5%
307,205,065 15.500000%
713,216,842 35.985282%
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3. Employer Contribution Requirements for FYE 2015 - Combined Plan

Employer contribution requirements for FYE 2015, as measured for all sub plans combined using assumptions
and methods applicable to the 2014-15 fiscal year, are calculated below. These values have been determined as
if the entire system had been measured as a single financial entity. Although R.S. 11:102C requires separate
calculations of normal cost for each sub plan within LASERS, values in the aggregate are useful for
comparisons with contribution requirements for prior years.

T rxXe - IOQMmMOO®>

Employer Portion of Normal Cost

Shared Amortization Payments

Amortization Payments for Sub Plans
Contribution Variance Payments

Total Contribution=A+B+C+D

Payments from Peace Officers Fund

Payments from ATC Officers Fund

Net Required Employer Contribution=E-F -G
Projected Payroll for FYE 2015

Total Contribution Rate for FYE 2015 =H + |
Minimum Contribution Rate

Minimum Required Contribution for FYE 2015 = | x K

Required Employer Contribution for FYE 2015 =
The Greater of H and L

Percent
Dollar Amount of Salary
134,009,239 6.660272%
571,649,234 28.411022%
1,531,909 0.076136%
93,796,812 4.661711%
800,987,194 39.809141%
305,122 0.015165%
80,986 0.004025%
800,601,086 39.789951%
2,012,068,567
39.80 %
15.50%
311,870,628 15.500000%
800,601,086 39.789951%
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4. Normal Cost Values - Combined Plan

Employer and Employee Normal Costs

Funding rules under R.S. 11:21 require a measurement of normal costs to be calculated in accordance with the
Projected Unit Credit Funding method. Employee and employer normal cost values for the 2013-14 fiscal year
are based on the valuation of normal costs as of June 30, 2013. The total normal cost percentage is calculated
as the total normal cost for 2013-14 divided by the payroll as of June 30, 2013. The employee normal cost is
calculated as employee contributions collected in FYE 2013 divided by the June 30, 2013 payroll. The
employer normal cost percentage is equal to the difference between the total normal cost percentage and the
employee normal cost percentage. These percentages are then multiplied by the project payroll for the 2013-14
fiscal year to determine dollar contribution amounts for FYE 2014.

Projected normal costs for 2014-15 are calculated in a similar manner. The calculated normal percentages,
however, are multiplied by projected payroll amounts for FYE 2015.

Normal costs and projected payroll values for FYE 2014 are based on an 8.00% discount rate net of investment
expenses, and other assumptions and methods applicable to FYE 2014 as described in Section 1V of this report.
Projected normal costs and employer payrolls for FYE 2015 are based on a 7.75% discount rate and a salary

increase assumptions that is 50 basis points less than used for FYE 2014.

2014-15 2013-14 2012-13
A. Total Normal Cost
1. Retirement Benefits $ 223,378,108 $ 222,650,233 $ 259,757,933
2. Disability Benefits 5,390,989 5,608,138 6,329,773
3. Survivor Benefits 6,187,040 5,901,387 6,949,735
4. Voluntary Terminations 49,551,379 47,961,687 53,991,934
5. Total Normal Cost $ 284,507,516 $ 282,121,445 $ 327,029,375
B. Payrolls
1. On Valuation Date $ 1,951,987,750 $ 1,951,987,750 $ 2,341,703,286
2. Projected for Year after Valuation Date N/A 1,981,968,160 2,412,643,275
3. Projected for 2nd Year after
Valuation Date 2,012,068,567 N/A 2,478,292,517
C. Normal Cost Rates
1. Total Normal Cost Rate = A5 + B1 14.575272% 14.453034% 13.965449%
2. Employee Normal Cost Rate 7.915000% 7.915000% 7.870000%
3. Employer Normal Cost Rate = C1 - C2 6.660272% 6.538034% 6.095449%
D. Employer Normal Costs
1. Actual Cost for FYE after Valuation
Date = B2 x C3 N/A $ 129,581,752 $ 147,061,437
2. Projected Cost for 2nd FYE after
Valuation Date = B3 x C3 $ 134,009,239 N/A $ 151,063,056
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2014-15 2013-14 2012-13
E. Employee Normal Costs
1. Actual Cost for FYE after Valuation
Date = A5 - D1 N/A $ 156,872,780 $ 179,967,938
2. Projected Cost for 2nd FYE after

Valuation Date = B3 x C2

$ 159,255,227

N/A

Increases in Normal Costs Attributable to Change in Asset Valuation Method

$ 195,041,621

The method used to determine the actuarial value of assets was changed effective June 30, 2013. This change
had no effect on normal costs or projected payrolls.

Increases in Normal Costs Attributable to Assumption Changes

The discount rate and the salary increase assumption used to calculate normal costs were changed effective
June 30, 2014. Normal costs before and after the changes were calculated as of June 30, 2013. It is assumed
that the increase in normal cost as of June 30, 2014, would be the same as the increase calculated as of June 30,
2013. Values associated with normal costs changes resulting from the change in assumptions are shown below.

A. Total Normal Cost

1. Retirement Benefits
2. Disability Benefits
3. Survivor benefits
4. Voluntary Terminations
5. Total Normal Cost
B. Payrolls
1. Payroll on June 30, 2013
2. Projected Payroll for FYE 2014
3. Projected Payroll for FYE 2015

C. Normal Cost Rates

1.
2.
3.

Total Normal Cost Rate = A5 + B1
Employee Normal Cost Rate
Employer Normal Cost Rate = C1 — C2

D. Employer Normal Costs

1.
2.

Actual Cost for FYE 2014 =B2 x C3
Projected Cost for FYE 2015 = B3 x C3

$

$

$

$

Old
Assumptions

222,650,233
5,608,138
5,901,387

47,961,687

282,121,445

1,951,987,750
1,981,968,160
2,030,784,463

14.453034%
7.915000%
6.538034%

129,581,752
132,773,379

$

$

$

$

New Increase/
Assumptions (Decrease)
223,378,108 $ 727,875
5,390,989 (217,149)
6,187,040 285,653
49,551,379 1,589,692
284507516 $ 2,386,071
1,951,987,750 $ 0
1,963,702,160 (18,266,000)
2,012,068,567 (18,715,896)
14.575272% 0.122238%
7.915000% 0.000000%
6.660272% 0.122238%
130,787,905 $ 1,206,153
134,009,239 1,235,860
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Oold New Increase/
Assumptions Assumptions (Decrease)

E. Employee Normal Costs
1. Actual Cost for FYE 2014 = B2 x C2 $ 156,872,780 $ 155,427,026 $ (1,445,754)

2. Projected Cost for FYE 2015 = B3 x C2 160,736,590 159,255,227 (1,481,363)

Increases in Normal Costs Attributable to Benefit Changes

A liability associated with gain sharing will be included in the accrued liability effective June 30, 2014. The
entire present value of future transfers to the Experience Account will be included in the liability value.
Therefore there is no normal cost associated with the recognition of gain sharing.
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5. Unfunded Actuarial Accrued Liability

Unfunded Accrued Liability as of June 30, 2013

Funding rules under R.S. 11:21 require a measurement of the unfunded actuarial accrued liability for the plan to
be calculated in accordance with the Projected Unit Credit Funding method. This measurement is to be made
for all sub plans combined. Accrued liability values as of June 30, 2013, are based on an 8.00% discount rate
net of investment expenses, and other assumptions and methods applicable to FYE 2014 as described in Section
IV of this report. The unfunded accrued liability is based on the new actuarial value of assets that became

effective on June 30, 2013.

The components of the unfunded accrued liability on June 30, 2013, are shown below.

A. Accrued Liability

1. Accrued Liability for Active Members
a. Retirement Benefits

Disability Benefits

Survivor Benefits

Voluntary Terminations

Total

© 2 o T

2. Accrued Liability for Retired and Inactive Members
a. Regular Retirees

Disability Retirees

Survivors

Members with a Deferred Benefit

Contributions to Be Refunded

Deferred Benefits for DROP Members

Account Balances for DROP Members

7 Q -~ o 2 0 T

Account Balances for ORP Members
Total

3. Total Accrued Liability

B. Valuation Assets (after Change in Asset Method
for June 30, 2013)

C. Unfunded Accrued Liability (after Change in Asset Method
for June 30, 2013)

June 30, 2013

$ 3,583,505,921
74,591,294
73,463,663
469,360,271

June 30, 2012

4,381,448,861
92,370,629
91,227,907
562,678,212

$ 4,200,921,149

$ 8,356,666,502
281,953,712
646,869,392
307,667,605
95,799,704
1,348,248,971
938,035,164
6,032,442

5,127,725,609

7,360,741,511
273,268,019
660,965,505
182,861,529
80,269,264
1,597,322,115
868,143,454
6,600,560

$ 11,981,273,492

$ 16,182,194,641

$ 9,740,863,402

$ 6,441,331,239

$ 11,030,171,957

$ 16,157,897,566

$ 9,026,415,878

$ 7,131,481,688
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Reconciliation of UALs between June 30, 2012 and June 30, 2013

Accrued liabilities, valuation assets, and unfunded accrued liabilities are summarized below for June 30, 2013,
and June 30, 2012.

June 30, 2013 June 30, 2012
A. Actuarial Accrued Liability $ 16,182,194,641 $ 16,157,897,566
B. Valuation Assets 9,740,863,402 9,026,384,260
C. Unfunded Accrued Liability = A-B $ 6,441,331,239 $ 7,131,513,306

The unfunded accrued liability on June 30, 2013, is reconciled below with the unfunded accrued liability on
June 30, 2012.

A. Unfunded Accrued Liability on June 30, 2012 $ 7,131,481,688

B. Increases in the UAL Due to:

1. Interest on the UAL $ 570,518,535
2. Employer Contribution Shortfall 78,318,187
3. Allocation to the Experience Account 195,610,857
4. Total Increases = B1 + B2 + B3 $ 844,447,579

C. Decreases in the UAL Due to:

1. Employer Amortization Payment $ 614,066,977
2. Change in Asset Valuation Method 170,184,083
3. Investment Gain 321,036,462
4. Experience Gain 429,310,506
5. Total Decreases=C1+ C2+C3+ C4 $ 1,534,598,028

D. Unfunded Accrued Liability on June 30, 2013
=A+B4-C5 $ 6,441,331,239
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Increases in Accrued Liabilities on June 30, 2014 Attributable to Assumption Changes

The discount rate and the salary increase assumption used to calculate accrued liabilities were changed by the
LLA actuary effective June 30, 2014. Liabilities, before and after the changes, were calculated as of June 30,
2013. It is assumed that the increase in accrued liability as of June 30, 2014, would be the same as the increase
calculated as of June 30, 2013, plus interest for one year. Values associated with accrued liabilities resulting
from the change in assumptions are shown below.

A. Accrued Liability

1. Accrued Liability for Active Members

a.

b
c.
d
e

Retirement Benefits
Disability Benefits
Survivor Benefits
Voluntary Terminations
Total

2. Accrued Liability for Retired and Inactive
Members

a.

b
c
d
e.
f
g
h

Regular Retirees

Disability Retirees

Survivors

Members with a Deferred Benefit
Contributions to Be Refunded
Deferred Benefits for DROP Members
Account Balances for DROP Members
Account Balances for ORP Members

i. Total

3. Total Accrued Liability

Interest Adjustment for One Year

Increase in Accrued Liability Due to Change in Assumptions = A3 + B

Recognition of Gain Sharing Liability

Old New Increase/
Assumptions Assumptions (Decrease)

$ 3,583,505,921 $ 3,614,284,706 30,778,785
74,591,294 74,276,489 -314,805
73,463,663 77,365,950 3,902,287
469,360,271 486,251,436 16,891,165

$ 4,200,921,149 $ 4,252,178,581 51,257,432
$ 8,356,666,502 $ 8,529,140,608 172,474,106
281,953,712 286,093,866 4,140,154
646,869,392 651,698,376 4,828,984
307,667,605 315,340,306 7,672,701
95,799,704 95,799,704 0
1,348,248,971 1,375,872,744 27,623,773
938,035,164 938,035,164 0
6,032,442 6,032,442 0
$11,981,273,492 $12,198,013,210 216,739,718
$16,182,194,641 $16,450,191,791 267,997,150
21,439,772

289,436,922

300,885,490

1. Cost of 6% COLA to Eligible Retirees determined stochastically at 7.75%
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Increases in Accrued Liabilities Attributable to Benefit Changes

Liabilities associated with past gain sharing have already been recognized either permanent benefit increases
already given or through the transfer of $195,610,857 to the Experience Account on June 30, 2013. The
liability associated with future gain sharing transfers to the Experience Account has been measured to be
$300,885,490. This amount will be included as a liability of the retirement system for the first time effective
June 30, 2014.

Projected Unfunded Accrued Liability on June 30, 2014

The calculation of the projected unfunded accrued liability as of June 30, 2014, is shown below.

A. Unfunded Accrued Liability on June 30, 2013 $ 6,441,331,239

B. Increases in the UAL Due to:

1. Interest on the UAL $515,306,499
2. Expected Employer Contribution Shortfall 88,264,895
3. Recognition of Gain Sharing 300,872,383
4. Change in Assumptions 389,759,773
5. Total Increases = B1 + B2 + B3 + B4 $ 1,294,203,550

C. Decreases in the UAL Due to:

1. Employer Amortization Payment $ 606,939,180
2. Investment Gain 0
3. Experience Gain 0
4. Assumption Change (inflation 50 BP lower) 100,322,851
5. Total Decreases=C1 + C2 + C3 $ 707,262,031

D. Unfunded Accrued Liability on June 30, 2014
=A+B5-C5 $ 7,028,285,866
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6. Assets

A. Actuarial Value of Assets (New Method)

The method for determining the actuarial value of assets has been changed effective June 30, 2013. The
new method is based on the market value of assets adjusted to phase in realized and unrealized investment
gains and losses over the four year period immediately prior to the valuation date. This method is shown

below.
June 30, 2013 June 30, 2012 June 30, 2011 June 30, 2010
A. Investment Gain/(Losses) Based on
Market
1. BOY Market Value $ 9,515,774,342 $ 9,703,496,641 $ 8,064,543,049 $ 7,100,333,387
2. Contributions 856,194,404 862,522,235 770,081,144 708,719,337
3. Benefit Payments 1,131,933,021 1,022,193,004 957,394,617 864,913,161
4. Administrative Expenses 18,932,247 18,441,062 18,181,272 18,897,997
5. EOY Market Value $ 10,327,598,351 $ 9,515,774,342  $ 9,703,496,641 $ 8,064,543,049
6. Actual Investment Income
=A5-A1-A2+ A3+ A4 1,106,494,873 (9,610,468) 1,844,448,337 1,139,301,483
7.  Expected Investment Income
Based on the Discount Rate 749,475,113 793,191,360 656,848,143 578,554,967
8.  Gain/(Loss) = A6 — A7 $ 357,019,760 $ (802,801,828) $ 1,187,600,194 $ 560,746,516
Market Value
Gain/(Loss) Factor Adjustment
B. Market Value Adjustment (a) (b) (c)=(a)x(b)
1. Adjustment for 2013 $ 357,019,760 80% $ 285,615,808
2. Adjustment for 2012 (802,801,828) 60% (481,681,097)
3. Adjustment for 2011 1,187,600,194 40% 475,040,078
4. Adjustment for 2010 560,746,516 20% 112,149,303
5. Total Market Value Adjustment $ 391,124,092
C.  Preliminary Actuarial Value
1. Market Value on June 30, 2013 = A5 $10,327,598,351
2. Market Value Adjustment = B5 391,124,092
3. Preliminary Actuarial Value = C1 - C2 $ 9,936,474,259
D. Corridor Values
1. 85% x Market Value 8,778,458,598
2. 115% x Market Value 11,876,738,104

E. Actuarial Value of Assets =

Preliminary Value if Preliminary Value is inside the
Corridor.  Otherwise the Actuarial Value = the average
between the Preliminary Value and the Corridor $ 9,936,474,259
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B. Market and Book Values

The market value of assets and the book value of assets shown below have been extracted from the June 30,
2013, actuarial valuation report for LASERS prepared by Foster and Foster.

Asset Values Unrealized

Market Value Book Value Appreciation

Date (@) (b) (c) = (a) — (b)
June 30, 2013 $ 10,327,598,351 $ 8,984,583,245 $ 1,343,015,106
June 30, 2012 9,515,774,342 8,791,278,752 724,495,590
June 30, 2011 9,703,496,641 8,559,718,294 1,143,778,347

June 30, 2010 8,064,543,049 8,179,393,406 (114,850,357)
Total $ 3,096,438,686

C. Actuarial Value of Assets (Old Method)

The old method for determining the actuarial value of assets is based on an algebraic formula that is
equivalent to the formula used by Foster and Foster.

A. Book Value on June 30, 2013 $ 8,984,583,245

B. Average Unrealized Appreciation

1. Total Unrealized Appreciation 3,096,438,686
2. Averaging Factor 25%
3. Auverage Unrealized Appreciation = B1 x B2 $ 774,109,672
C. Preliminary Actuarial Value = A + B3 $ 9,758,692,917

D. Asset Corridor

1. 80% x Market Value of Assets 8,262,078,681
2. 120% x Market Value of Assets 12,393,118,021
E. Actuarial Value of Assets = C, but not less than D1 or greater than D2 $ 9,758,692,917

Caveat: This method treats realized gains and losses differently from unrealized gains and losses.
Realized gains and losses are recognized immediately but recognition of unrealized gains and losses is
delayed. Under this method, an increase in asset turnover may cause a significant change in the actuarial
value of assets. This caveat is provided in accordance with Actuarial Standards of Practice No. 44 Section
3.4.2.
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D. Effect of the Change in the Asset Valuation Method

As a result of the change in the asset valuation method, the unfunded accrued liability decreased
$177,781,342.

A. June 30, 2013, Actuarial VValue under New Method
B. June 30, 2013, Actuarial Value under Old Method

C. Decrease in the Unfunded Accrued Liability Resulting from the Change in Asset

Valuation Method = A-B

E. Investment Gain

$

$

9,936,474,259
9,758,692,917

177,781,342

Investment gain/(losses) are measured as the difference between actuarial and expected investment
earnings during FYE 2013.

A. Components of the Gain/(Loss) Calculation

1.

© a0k~ wn

Net Actuarial Value of Assets on June 30, 2012 (Old Method)
Contributions for FYE 2013

Benefits Paid for FYE 2013

Administrative Expenses Paid for FYE 2013

Net Actuarial Value of Assets on June 30, 2013 (New Method)
Expected Rate of Return on Assets

B. Actual Investment Earnings=A5-Al1-A2+ A3+ A4

C. Expected Investment Earnings

D. Investment Gain/(Loss) =B-C

$

8,653,473,972
739,097,900
1,056,549,626
18,932,247
9,509,333,516
8.00%

1,192,243,517

679,081,412

513,162,105
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F. Allocation of Investment Gains to the Experience Account

According to R.S. 11:542, 50% of the total investment gain, not associated with DROP accounts, in excess
of $100 million will be transferred from the regular asset pool to the Experience Account unless the
Experience Account already exceeds the statutory limit which is 2 times the actuarial present value of a full
3% COLA adjustment. The amount of assets to be transferred under R.S. 11:542 from the regular pool of

assets to the Experience Account is calculated below.

A. Excess Investment Earnings = Investment Gain

B. Excess Investment Earnings Paid to DROP Accounts
1. DROP Accounts Eligible for System Investment Earnings
a. Total of all DROP and IBO accounts
b. DROP accounts for Actives not entitled to system earnings
c. Self-directed DROP accounts not entitled to system earnings
d. DROP accounts entitled to system earnings = Bla— B1lb — Blc

2. Rate of Return Attributable to Excess Earnings on DROP Accounts
a. Actual rate of return on investments for DROP accounts
b. Expected rate of return for DROP accounts
¢. Rate of return attributable to excess earnings = B2a — B2b

3. Excess Investment Earnings Paid to DROP Accounts = B1d x B2c
C. Net Excess Investment Earnings = A - B3

D. Allocation of Excess Investment Earnings to the Experience Account
Net Excess Investment Earnings = C

Administrative Expense

Threshold Gain

Gain Available for Gain Sharing = D1 - D2 - D3

Gain Sharing Percentage

Allocation of Gains to the Experience Account

A

G. Employer Shortfall/(Surplus)

Employer Contribution Shortfall for FYE 2013

$ 513,162,105

$ 888,898,026
105,182,016
421,108,301

$ 362,607,709

13.550724%
7.500000%
6.050724%

$ 21,940,392

$ 491,221,713

$ 491,221,713
0

100,000,000

$ 391,221,713
50%

$ 195,610,857

Total contributions received from participating employers were lower in FYE 2014 than were expected. As
a result, asset values are less than what they would have been otherwise. The unfunded accrued liability
has increased because of this deficit in contributions. The calculation of the shortfall as of June 30, 2013 is

shown on the following page.
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A. Actual Employer Contributions
1. Employer Contributions
2. ORP Contributions
3. Net Employer Contributions = Al + A2

B. Expected Employer Contributions

Member Contributions

Employee Contribution rate

Salaries on which Contributions Were Received = B1 + B2
Employer Normal Cost Rate for FYE 2013

Expected Employer Normal Costs = B3 x B4

Contributions to the Employer Credit Account for FYE 2013
Amortization Payments for FYE 2013

Payments toward Contribution Variances for 2013

© © N o g WD R

Expected Employer Contributions

C. Mid-Year Employer Shortfall for FYE 2013 = B9 — A3

D. Interest at 8.00% for %2 Year

E. Employer Shortfall on June 30,2013=C+D

Projected Employer Contribution Shortfall for FYE 2014

$ 648,450,038
579,670
$ 649,029,708

$ 173,357,802
7.915000%

$ 2,190,243,866
6.095449%

$ 133,505,195
0

557,269,001
33,617,223

$ 724,391,419

$ 75,361,711
2,956,476
$ 78,318,187

A shortfall in employer contributions is expected to occur because the actual employer contribution rate,
36.0% of pay for FYE 2014, is greater than the projected 31.7% rate of pay set by PRSAC a year ago. The

expected shortfall of employer contributions is calculated below.

A. Actual Employer Contributions Required in Mid-Year for FYE 2014

B. Projected Employer Contributions Expected in Mid-Year for FYE 2014

C. Shortfall of Employer Contributions Expected for
Mid-Year for FYE 2014 =A-B

D. Interest on Shortfall at 8.00% per Year from Mid-Year to End of Year

E. Total Employer Contribution Shortfall on June 30,2014 =C + D

$ 713,216,842

628,283,907

$ 84,932,935
3,331,960

$ 88,264,895
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H. Asset Allocation (Market Values)

A. Short-Term Assets
1. Cash/Cash Equivalents
2. Short-term Investments

B. Bonds
1. Domestic Issues
2. International Issues

C. Equities
1. Domestic Stock
2. International Stock

D. Other Assets
1. Fixed Assets
2. Real Estate and Alternative Investments

E. Receivables minus Payables
F. Securities Lending (Assets minus Liabilities)
G. Total Assets

1. Market Value
2. Book Value

June 30, 2013

June 30, 2012

$ 62,005,498 $ 76,484,826
310,972,110 240,781,998
1,340,180,058 1,344,720,844
313,875,045 451,373,593
2,929,817,566 2,538,708,299
2,430,091,727 2,112,485,553
6,373,829 8,106,259
2,904,008,123 2,611,544,725
38,344,357 141,076,794
(8,069,962) (9.508,549)

$ 10,327,598,351
8,984,583,245

$ 9,515,774,342
8,791,278,752
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Income Statement (Market Value)

A. Income

1.

2.

3.

4, Total Income = Ald + A2d + A3d

Contribution Income

a.

b
c.
d

Member Contributions
Employer Contributions

ORP Contributions

Total = Ala+ Alb + Alc

Other Income

a.

b
c.
d

Legislative Appropriations

Transfers/Purchases
Miscellaneous

Total = A2a + A2b + A2c

Net Investment Income

a.
b.
c.

Investments Income
Investment Expense

Net Investment Income = A3a — A3b

B. Expense

1.

2.

3. Total Expense = B1d + B2c

Operating Expense

a. General Administration
Post-Employment Benefits

b
c. Depreciation
d

Total = Bla+ Blb + Blc

Benefit Payments

a. Pension Benefits
b. Return of Employee Contributions
c. Total =B2a+ B2b

C. NetIncome = A4-B3

FYE
June 30, 2013

$ 173,357,802

FYE
June 30, 2012

$ 192,795,057

648,450,038 636,621,556
579,670 664,364
822,387,510 830,080,977
0 0
25,885,296 26,963,750
7,921,598 5,477,508
33,806,894 32,441,258
1,164,780,598 47,231,594
58,285,725 56,842,062
1,106,494,873 (9,610,468)

$ 1,962,689,277

$ 15,907,599

$ 852,911,767

$ 15,500,163

982,754 999,650
2,041,894 1,941,249
18,932,247 18,441,062
1,070,410,859 978,971,262
61,522,162 43,221,742

1,131,933,021

$ 1,150,865,268

$ 811,824,009

1,022,193,004

$ 1,040,634,066

$ (187,722,299)
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J. Allocation of Assets to Sub Accounts

A. Employer Credit Account

g > v e

Beginning Balance for Current Year

Allocation for Current Year

Disbursements for Current Year

Accumulated Interest for Current Year

Ending Balance for Current Year = A1 + A2 - A3 + A4

B. Initial UAL Amortization Fund

1.

S N

Beginning Balance for Current Year

Allocation for Current Year

Disbursements for Current Year

Accumulated Interest

Ending Balance for Current Year = B1 + B2 - B3 + B4

C. Experience Account Fund

1.

SARIE TN

Beginning Balance for Current Year

Allocation for Current Year

Disbursements for Current Year

Accumulated Interest

Ending Balance for Current Year=C1 + C2-C3 + C4

D. Valuation Assets

a M w e

Actuarial Value of Assets

Employer Credit Account = A5

Initial UAL Amortization Fund = B5
Experience Account Fund = C5
Valuation Assets = D1 - D2 — D3 - D4

$

$

FYE
June 30, 2013

FYE
June 30, 2012

0 3 0

0 0

0 0

0 0

0 9 0

0 s 0

0 0

0 0

0 0

0 3 0

0 3 0

195,610,857 0

0 0

0 0
195,610,857 $ 0
9,936,474,259 $ 9,026,384,260
0 0

0 0

195,610,857 0
9,740,863,402 $ 9,026,384,260



Development of Employer Contributions

Page 27

7. Rate of Return on Investments

A. Rates of Return on Investments Based on Market Values

The market value of assets includes funds that have been invested outside the trust fund by members with
money in ORP and self-directed accounts. Column (a) shows the rate of return on investments with these
account funds included; column (b) shows the rate of return associated with ORP and self-directed account

funds; and column (c) shows the rate of return with these funds excluded.

B. Rates of Return on Investments Based on Actuarial Value

@ m Mmoo w >

Asset Value on June 30, 2012
Contributions

Benefit Payments

Administrative Expenses

Asset Value on June 30, 2013
Investment Income=E-A-B+C+D

Unrounded Rates of Return
=F+[A+%x(B-C-D)]

Rounded Rate of Return on Investments

Market Value
(a)
$ 9,515,774,342
856,194,404
1,131,933,021
18,932,247
$10,327,598,351
$ 1,106,494,873

11.810878%
11.81%

Self-Directed &

$

$

ORP Values

(b)

372,941,906

117,096,504

75,383,395

0

427,140,743

12,485,728

3.170588%
3.17%

Net Market
Value

@=@-=(b)
$ 9,142,832,436
739,097,900
1,056,549,626
18,932,247
$ 9,900,457,608
$ 1,094,009,145

12.190005%
12.19%

The actuarial value of assets includes funds that have been invested outside the trust fund by members with
money in ORP and self-directed accounts. Column (a) shows the rate of return on investments with these
account funds included; column (b) shows the rate of return associated with ORP and self-directed account

funds; and column (c) shows the rate of return with these funds excluded.

@ m Mmoo w >

Asset Value on June 30, 2012
Contributions

Benefit Payments

Administrative Expenses

Asset Value on June 30, 2013
Investment Income=E-A-B+C+D

Unrounded Rates of Return
=F+[A+(*%x(B-C-D)]

Rounded Rate of Return on Investments

Actuarial Value
(a)

$ 9,026,415,878

856,194,404

1,131,933,021

18,932,247

$ 9,936,474,259

$ 1,204,729,245

13.568176%
13.57%

Self-Directed &

$

ORP Values

(b)

372,941,906

117,096,504

75,383,395

0

427,140,743

12,485,728

3.170588%
3.17%

Net Actuarial
Value

@=@-=(b)
$ 8,653,473,972
739,097,900
1,056,549,626
18,932,247
$ 9,509,333,516
$ 1,192,243,517

14.050724%
14.05%
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C. Summary of Rates of Return on Investments

moo w >

mn

Total Market Value
Net Market Value
Actuarial Value
Net Actuarial Value

Rate Payable on DROP Accounts other than
ORP and Self-Directed Funds

Five Year Geometric Average of Total
Actuarial Value

Rates Measured on June 30

2013
11.81%
12.19%
13.57%
14.05%

13.55%

3.62%

2012
-0.10%
-0.20%
5.09%
5.20%

4.70%

2.59%

2011
23.17%
23.86%

5.42%
5.45%

4.95%

4.29%



Year

Shared Bases

2010
2010
2009
2009
2010
2011
2012
2012
2013
2013
2013
2013
Total

Plan Specific Bases

2007
2008
2008
2010
2011
2012
Total

2009
2010
2011
2012
2013
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8. Amortization Payments for FYE 2014

Amortization Years Balance on Mid-Year Balance on
Description Method  Period Initial Liability =~ Remaining June 30,2013 Payment June 30, 2014
OAB 19 $ 1,936,750,759 16 $ 1,885,373,610 $ 164,409,127 $ 1,865,344,520
EAAB | 30 2,493,227,298 27 2,518,868,857 187,493,459 2,525,529,446
Assumption Change L 30 (221,451,744) 26 (212,910,183) (18,952,205) (210,247,288)
Change in Liability L 30 1,381,087,874 26 1,327,818,271 118,195,775 1,311,211,080
Change in Liability L 30 630,583,407 27 613,014,019 53,942,764 605,996,176
Change in Liability L 30 86,983,753 28 85,420,798 7,437,844 84,524,828
Assumption Change L 30 357,645,630 29 354,488,537 30,569,488 351,078,876
Change in Liability L 30 272,743,878 29 270,336,250 23,312,575 267,736,011
EA Allocation L 30 195,610,857 30 195,610,857 16,719,689 193,884,115
Asset Method Change L 30 (170,184,083) 30 (170,184,083) (14,546,355) (168,681,794)
Investment Gain L 30 (321,036,462) 30 (221,036,462) (18,892,923) (219,085,277)
Experience Gain L 30 (429,310,506) 30 (429,310,506) (36,694,988) (425,520,796)
$6,212,650,661 $6,217,489,965 $512,994,250 $6,181,769,900

Act 414 Peace Officers L 30 $ 3,631,308 24 $ 3,403,600 $ 311,064 $ 3,352,621
Act 262 Rank & File L 10 1,999,338 5 1,194,048 287,768 990,515
Act 740 ATC Officers L 10 565,160 5 337,526 81,344 279,993
Act 992 Rank & File L 10 5,036,841 7 3,915,058 723,588 3,476,288
Act 992 Haz Duty L 10 452,190 8 387,603 64,902 351,163
Act 992 2012 Change L 10 533,971 9 497,111 76,573 457,303
$ 12,218,808 $ 9,734,946 $ 1,545,239 $ 8,907,883

Total Outstanding Balances $ 6,227,224,911 $ 514,539,489 $ 6,190,677,783

Employers Credit Balance

Contribution Variance L 5 $  (13,861,476) 1 $ (3224685 $ (3351,191) % 0
Contribution Variance L 5 74,727,281 2 33,444,688 18,046,768 17,365,512
Contribution Variance L 5 98,016,200 3 63,329,249 23,646,218 43,821,718
Contribution Variance L 5 50,918,231 4 42,238,890 12,271,387 32,865,202
Contribution Variance L 5 78,318,187 5 78,318,187 18,874,827 64,968,346
$ 288,118,423 $ 214,106,329 $ 69,488,009 $ 159,020,778

Total

Grand Total

$  6,441,331,240

$ 584,027,498

$  6,349,698,561
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9. Amortization Payments for FYE 2015

Description

Shared Bases

2010
2010
2009
2009
2010
2011
2012
2012
2013
2013
2013
2013
2014

2014

2014
Total

OAB

EAAB

Assumption Change
Change in Liability
Change in Liability
Change in Liability
Assumption Change
Change in Liability
EA Allocation
Asset Method Change
Investment Gain
Experience Gain
Assumption Change

Discount rt (8% to 7.75%)
Assumption Gain (inflation

50 BP lower)
Initial Gain Sharing

Plan Specific Bases

2007
2008
2008
2010
2011
2012
Total

Act 414 Peace Officers

Act 262 Rank & File
Act 740 ATC Officers
Act 992 Rank & File
Act 992 Haz Duty
Act 992 2012 Change

Total Outstanding Balances

Employers Credit Balance

2010
2011
2012
2013
2014
Total

Contribution Variance
Contribution Variance
Contribution Variance
Contribution Variance
Contribution Variance

Grand Total

Amortization Years
Method  Period Initial Liability = Remaining
| 19 $ 1,936,750,759 15
| 30 2,493,227,298 26
L 30 (221,451,744) 25
L 30 1,381,087,874 25
L 30 630,583,407 26
L 30 86,983,753 27
L 30 357,645,630 28
L 30 272,743,878 28
L 30 195,610,857 29
L 30 (170,184,083) 29
L 30 (321,036,462) 29
L 30 (429,310,506) 29
L 30 389,759,773 30
L 30 (100,322,851) 30
L 30 300,885,490 30
$ 6,802,973,073
L 30 $ 3,631,308 23
L 10 1,999,338 4
L 10 565,160 4
L 10 5,036,841 6
L 10 452,190 7
L 10 533,971 8
$ 12,218,808
L 5 $ 74,727,281 1
L 5 98,016,200 2
L 5 50,918,231 3
L 5 78,318,187 4
L 5 88,264,895 5

$ 390,244,794

Balance on
June 30,2014

Mid-Year
Payment

Balance on
June 30, 2015

$ 1865344522  $ 170,837,247  $ 1,832575,052
2,525,529,447 193,645,529 2,520,248,697
(210,247,288) (18,570,638) (207,264,630)
1,311,211,080 115,816,124 1,292,609,678

605,996,176 52,830,615 598,121,276
84,524,828 7,281,045 83,517,581
351,078,876 29,911,445 347,238,602
267,736,011 22,810,746 264,807,382
193,884,115 16,352,656 191,935,636
(168,681,794) (14,227,032) (166,986,590)
(219,085,277) (18,478,184) (216,883,533)
(425,520,796) (35,889,456) (421,244 ,434)
389,759,773 32,569,513 386,158,122
(100,322,851) (8,383,283) (99,395,798)
300,885,490 25,142,907 298,105,100

$ 6772092312 $ 571649234  $ 6703542141
$ 3352621 $ 305122 $ 3295724
990,515 286,500 769,885
279,993 80,986 217,627
3,476,288 718,942 2,999,419
351,163 64,423 311,505
457,303 75,936 413,920

$ 890783 $ 1531909 $ 8,008,080

$ 6,781,000195  $ 573,181,143  $ 6,711,550,221

$ 17365512 $ 18025870  $ 0

43,821,718 23,592,517 22,728,232
32,865,202 12,230,234 22,716,942
64,968,346 18,791,664 50,497,139
88,264,895 21,156,527 73,144,379

$ 247285673 $ 93,796,812 $ 169,086,692

$ 7028285868 $ 666,977,955 $ 6,880,636,913
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1. Comparison of Assets to Accrued Liability

An actuarial funding method is a procedure for allocating the actuarial present value of projected benefits and
expenses over working life time of the plan participants. The actuarial funding method provides the retirement
system with a tool to annually budget for estimated annual pension costs. In other words, it is the process of
assigning the cost of benefits to the years during which those benefits are earned by participants, from the date of
hire to the full eligibility date.

One way to measure the success of the budgeting process is to determine whether there are sufficient assets to cover
estimated pension obligations. Note that the selection of the discount rate directly impacts the measurement of
pension obligations, and consequently, whether the plan is on budget. The retirement system is on budget when
there is sufficient money to pay all benefit obligations when due, if plan assets are invested and have earned the
expected rate of return. When plan assets earn lower returns than expected, additional funds are required; when plan
assets earn higher returns than expected, a surplus fund develops.

LASERS uses the Projected Unit Credit funding (or cost) method. Under this method, the annual accrued benefit is
called the Normal Cost and it is the actuarial present value of all benefits earned in that year. The actuarial present
value of all benefits earned prior to valuation date is called actuarial accrued liability. The unfunded accrued liability
is the actuarial accrued liability minus the actuarial value of assets.

June 30, 2013 June 30, 2012

Accrued Liability $ 16,182,194,641 $ 16,157,897,566

Actuarial Value of Assets 9,740,863,402 9,026,384,260
Unfunded Accrued Liability 6,441,331,239 7,131,513,306
Ratio of Assets to the Accrued Liability 60.19% 55.86%

It is also useful to determine which portion of the accrued liability is covered by assets. A comparison of assets
and accrued liability on this basis is shown below.

Actuarial Value of Assets

Accrued Liability for Inactive Members
Ratio of Assets to Inactive Liabilities
Asset Shortfall for Inactive Members

Assets Available for Active Members
Accrued Liability for Active Members
Ratio of Assets to Active Liabilities
Asset Shortfall for Active Members

June 30, 2013

June 30, 2012

$ 9,740,863,402
11,981,273,492
81.30%

$ 2,240,410,090

$ 0
4,200,921,149
0.00%

$ 4,200,921,149

The following conclusions can be drawn from the above tables:

$ 9,026,384,260
11,030,171,957
81.83%

$ 2,003,787,697

$ 0
5,127,725,609
0.00%

$ 5,127,725,609

1. There are no assets to cover benefit obligations to active participants. Active employee contributions
and employer contributions budgeted to pay for Normal Cost are diverted to pay for the immediate

obligations to current retirees.
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Plan assets are only sufficient to cover 81% of the liability for members who are no longer employed
by the state. The retirement system may consider that the investment return on current assets and
contributions from active employees and retirement system will pay the scheduled benefits for many
years and there is no immediate funding shortfall. However, eventually there will be a funding shortfall
unless additional contributions are made.
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2. Funding Measures for GASB

Accounting disclosure requirements for the Louisiana State Employees’ Retirement System are set forth by the
Government Accounting Standards Board (GASB). The Retirement System must comply with GASB
Statement No. 25 as modified by Statement No. 50. Employers participating in LASERS must disclose in
accordance with GASB Statement No. 27 as modified by Statement No. 50.

Information pertaining to these disclosure requirements is set forth below using the format suggested in the
GASB statements. These formats are not necessarily the ones that will be used for reporting by LASERS or any
of its participating employers. Unless otherwise disclosed, the information contained herein reflects valuation
measurements prepared by LLA.

DRAFT NOTES TO FINANCIAL STATEMENTS

Louisiana State Employees’ Retirement System
Draft Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2013

The Louisiana State Employees’ Retirement System (LASERS) administers one defined benefit pension plan.
System assets may be used only for the payment of benefits to members of the plan, in accordance with the
terms of the plan, and for the payment of expenses associated with administering the retirement system.

A. Summary of Significant Accounting Policies

Basis of Accounting: LASERS financial statements are prepared using the accrual basis of accounting.
Member contributions are recognized in the period in which the contributions are due. Employer
contributions are recognized when due and the employer has made a formal commitment to provide the
contributions. Benefits and refunds of employee contributions are recognized when due and payable in
accordance with the terms of the plan.

Method Used to Value Investments: Investments are reported at fair value. Short-term investments are
reported at cost, which approximates fair value. Mortgages are valued on the basis of future principal and
interest payments, and are discounted at prevailing interest rates for similar instruments. The fair value of
real estate investments is based on independent appraisals. Fair value of other securities is determined by
the mean of the most recent bid and asked prices as obtained from dealers that make markets in such
securities. Investments for which market quotations are not readily available are valued at their fair values
as determined by the custodian under the direction of the LASERS board of trustees, with the assistance of
a valuation service.

Please note: The statement given above relative to the method used to value investments is a statement
that is typically made. The LLA does not affirm the validity of this statement relative to the valuation
of LASERS assets.
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B. Plan Description and Contribution Information

Membership in LASERS consisted of the following on June 30, 2013, the date of the latest actuarial

valuation.
Retirees and beneficiaries receiving benefits* 47,517
Terminated plan members entitled to, but not yet
receiving benefits 4,162
Active plan members 44,111
Total 95,790
Number of participating employers 355

*  This includes 2,577 members who are participating in DROP.

Plan Description: LASERS is a single employer defined benefit pension plan that covers rank and file
employees of the state and various groups of employees working in positions that are considered hazardous
duty. LASERS provides retirement, disability and death benefits to members, beneficiaries and survivors.
Cost of living adjustments (COLAS) are provided at the discretion of the LASERS board of trustees as long
as specified thresholds set forth in the law are met and approval is given by the legislature.

Contributions: Plan members are required to contribute from 7.5% to 13.0% of their annual covered

compensation depending upon the set of benefit provisions under which they accrue benefits. The State of
Louisiana is required to contribute at an actuarially determined rate.

C. Funded Status and Funding Progress

The funded status of the retirement system as of June 30, 2013, the most recent actuarial valuation date, is

as follows.
Actuarial UAAL as a
Actuarial Accrued Unfunded Percentage of
Value of Liability AAL Funded Covered Covered
Date Assets (AAL) (UAAL) Ratio Payroll Payroll
(@) (b) (b)-(a) @)/ (b) © [(b) - @)]/(c)
6/30/13 $ 9,740,863 $ 16,182,195 $6,441,331 60.2% $1,951,988 329.99%

Dollar values are shown in thousands of dollars.

The schedules of funding progress, presented as required supplementary information (RSI) following the
notes to the financial statements, present multiyear trend information about whether the actuarial values of
plan assets are increasing or decreasing over time relative to the AALSs for benefits.

Additional information as of the latest actuarial valuation follows:

Valuation date June 30, 2013

Actuarial cost method Projected Unit Credit Method

Increasing payments until 2029 with generally
level payments thereafter. New debits and credits
are generally amortized over 30 years.

Amortization method



Measures of Funded Pension Obligations

Page 35

Remaining amortization period

Asset valuation method

Actuarial Assumptions

Investment rate of return®

Projected salary increase”

COLAs

30 years®

The market value of assets minus 80% of
investment gains/losses for the prior year, 60% of
gains/losses for the 2" prior year, 40% of
gains/losses for the 3™ prior year and 20% of
gains/losses for the 4™ prior year. The actuarial
value so determined must fall within a 15%
corridor of the market value. If not, the actuarial
value is calculated as the average of the
preliminary actuarial value and the corridor value.

8.00%, net of investment expenses and net of
future transfers to the Experience Account.

Generally ranges from 4.5% to 6.0%

Current law has no provisions automatically
providing for the payment of COLA benefits.
However, current law provides for automatic
transfers of investment gains to the Experience
Account if investment gains exceed $100 million.
The Experience Account is then used to provide
COLAs when sufficient funds exist. The
automatic transfer of assets to the Experience
Account has been valued; the subsequent granting
of COLA benefits have not been.

a. The UAAL is being amortized over various periods of time with some payments calculated as
level dollar amounts and some payments increased at various rates from year to year.
Amortization payments for FYE 2013 were sufficient to pay interest on the UAAL as well as
a portion of the principal balance. Larger amortization payments are scheduled to be made in
future years with the entire UAAL scheduled for complete amortization in 30 years.

b. Includes inflation at 3.0% per year
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REQUIRED SUPPLEMENTARY INFORMATION
Schedules of Funding Progress
Actuarial UAAL as a
Actuarial Accrued Unfunded Percentage of
Value of Liability AAL Funded Covered Covered
Date Assets (AAL) (UAAL) Ratio Payroll Payroll
(@) (b) (b) - (a) (@) / (b) (© [(b) - (8)]/(c)

6/30/04 $ 6,097,815 $ 10,237,574 $4,139,759 59.6% $ 2,017,726 205.2%

6/30/05 6,673,500 10,847,062 4,173,562 61.5% 2,100,043 198.7%

6/30/06 7,430,784 11,548,680 4,117,896 64.3% 1,979,705 208.0%

6/30/07 8,345,495 12,421,907 4,076,412 67.2% 2,175,367 187.4%

6/30/08 9,167,170 13,562,214 4,395,044 67.6% 2,436,956 180.3%

6/30/09 8,499,662 13,986,847 5,487,185 60.8% 2,562,576 214.1%

6/30/10 8,512,403 14,764,015 6,251,612 57.7% 2,546,457 245.5%

6/30/11 8,763,069 15,221,055 6,457,954 57.6% 2,408,840 268.1%

6/30/12 9,026,384 16,157,898 7,131,513 55.9% 2,341,703 304.5%

6/30/13 9,740,863 16,182,195 6,441,331 60.2% 1,951,988 330.0%

Schedule of Employer Contributions
Actuarial Annual Interested
Required Percentage Pension Adjusted Percentage

Fiscal | Contribution of ARC Cost Actual Actual of APC Net Pension
Year (ARC) Contributed (APC) Contribution | Contribution | Contributed | Obligation
2004 $ 367,881 95.4% $ 364,930 $ 337,156 $ 350,788 96.1% $ 35,367
2005 411,728 99.2% 404,460 392,409 408,275 100.9% 31,552
2006 423,503 93.1% 415,185 378,793 394,108 94.9% 52,629
2007 434,797 97.0% 420,367 405,504 421,900 100.4% 51,096
2008 456,741 115.4% 440,895 506,485 526,963 119.5% (34,973)
2009 492,403 102.8% 491,379 486,590 506,264 103.0% (49,858)
2010 585,269 87.2% 590,821 490,701 510,542 86.4% 30,422
2011 678,123 85.5% 672,330 557,563 580,107 86.3% 122,645
2012 713,971 92.9% 698,486 637,286 663,053 94.9% 158,078
2013 752,810 89.6% 730,520 649,030 674,491 92.3% 214,106
Notes:

1. All shaded information was taken from valuation reports prepared by the System actuary.

2. The information in the above table has been prepared using the projected unit credit actuarial cost
method.

3. All dollar amounts are in thousands of dollars.
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DRAFT NOTES TO THE FINANCIAL STATEMENTS

For Employers Participating in LASERS
Draft Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2013

Plan Description: LASERS is a single employer defined benefit pension plan that covers rank and file
employees of the state and various groups of employees working in positions that are considered hazardous
duty. LASERS provides retirement, disability and death benefits to members, beneficiaries and survivors. Cost
of living adjustments (COLAs) are provided at the discretion of the LASERS board of trustees as long as
specified thresholds set forth in the law are met and approval is given by the legislature. The Louisiana state
legislature has the authority to establish and amend benefit provisions. LASERS issues a publically available
financial report that includes financial statements and required supplementary information (RSI) for the system.
That report may be obtained by writing to LASERS, at P.O. Box 44213, Baton Rouge, LA 70804, or by calling
(800) 256-3000.

Funding Policy: Sources of funding are established and may be amended by the Louisiana state legislature.
Plan members are required to contribute amounts ranging from 7.5% to 13.0% of their covered compensation.
The state of Louisiana is required to contribute at an actuarially determined rate.

Annual Pension Cost and Net Pension Obligation: The annual pension cost for all employers participating in
LASERS and net pension obligation in the aggregate to LASERS for the year ending June 30, 2013, was as

follows:
Annual required contribution (ARC) $ 752,810
Interest on net pension obligation 12,646
Adjustment to ARC 34,936
Annual pension cost $ 730,520
Employer contributions made $ 674,491
Increase (decrease) in net pension obligation 56,028
Net pension obligation beginning of the year 158,078
Net pension obligation end of the year $ 214,106

All dollar amounts are in thousands of dollars.
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Schedule of Employer Contributions

Actuarial Annual Interested

Required Percentage Pension Adjusted Percentage
Fiscal | Contribution of ARC Cost Actual Actual of APC Net Pension
Year (ARC) Contributed (APC) Contribution | Contribution | Contributed | Obligation
2004 $ 367,881 95.4% $ 364,930 $ 337,156 $ 350,788 96.1% $ 35,367
2005 411,728 99.2% 404,460 392,409 408,275 100.9% 31,552
2006 423,503 93.1% 415,185 378,793 394,108 94.9% 52,629
2007 434,797 97.0% 420,367 405,504 421,900 100.4% 51,096
2008 456,741 115.4% 440,895 506,485 526,963 119.5% (34,973)
2009 492,403 102.8% 491,379 486,590 506,264 103.0% (49,858)
2010 585,269 87.2% 590,821 490,701 510,542 86.4% 30,422
2011 678,123 85.5% 672,330 557,563 580,107 86.3% 122,645
2012 713,971 92.9% 698,486 637,286 663,053 94.9% 158,078
2013 752,810 89.6% 730,520 649,030 674,491 92.3% 214,106
Notes:

1. All shaded information was taken from valuation reports prepared by the System actuary.

2. The information in the above table has been prepared using the projected unit credit actuarial cost
method.

3. All dollar amounts are in thousands of dollars.

Funded Status and Funding Progress: As of June 30, 2013, the most recent actuarial valuation date, the plan
was 60.2% funded. The actuarial accrued liability for benefits was $16,182,194,641 and the actuarial value of
assets was $9,740,863,402 resulting in an unfunded actuarial accrued liability (UAAL) of $6,441,331,239. The
covered payroll (annual payroll of active employees covered by the plan) was $1,951,987,750 and the ratio of
the UAAL to the covered payroll was 329.99%.

The schedule of funding progress, presented as RSI following the notes to the financial statements, present
multiyear trend information about whether the actuarial value of plan assets is increasing or decreasing over
time relative to the actuarial accrued liability for benefits. Information about the funded status of LASERS has
been calculated using the projected unit credit cost method.
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Schedules of Funding Progress

Actuarial UAAL as a
Actuarial Accrued Unfunded Percentage of
Value of Liability AAL Funded Covered Covered
Date Assets (AAL) (UAAL) Ratio Payroll Payroll
(@) (b) (b) - (a) (@) / (b) (© [(b) - @)]/(c)
6/30/04 $ 6,097,815 $ 10,237,574 $4,139,759 59.5% $2,017,726 205.2%
6/30/05 6,673,500 10,847,062 4,173,562 61.5% 2,100,043 198.7%
6/30/06 7,430,784 11,548,680 4,117,896 64.3% 1,979,705 208.0%
6/30/07 8,345,495 12,421,907 4,076,412 67.2% 2,175,367 187.4%
6/30/08 9,167,170 13,562,214 4,395,044 67.6% 2,436,956 180.3%
6/30/09 8,499,662 13,986,847 5,487,185 60.8% 2,562,576 214.1%
6/30/10 8,512,403 14,764,015 6,251,612 57.7% 2,546,457 245.5%
6/30/11 8,763,069 15,221,055 6,457,954 57.6% 2,408,840 268.1%
6/30/12 9,026,384 16,157,898 7,131,513 55.9% 2,341,703 304.5%
6/30/13 9,740,863 16,182,195 6,441,331 60.2% 1,951,988 330.0%

Actuarial Methods and Assumptions:

In the June 30, 2013, actuarial valuation, the projected unit credit

actuarial cost method was used. Actuarial assumptions included (a) 8.00 percent investment rate of return net
of investment expenses and net of future transfers to the Experience Account and (b) projected salary increases
that generally range from 4.5 percent to 6.0 percent per year. Both (a) and (b) included an inflation component
of 3.00% per year. The actuarial value of assets was determined using techniques that spread the effects of
short term volatility in the market value of investments over a four year period. The UAAL is being amortized
over various periods of time with some payments calculated as level dollar amounts and some payments
increased at various rates from year to year. Amortization payments for FYE 2013 were sufficient to pay
interest on the UAAL as well as a portion of the principal balance. Larger amortization payments are scheduled
to be made in future years with the entire UAAL scheduled for complete amortization in 30 years.
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1. Actuarial Basis for the Valuation of the Experience Account

A. Actuarial Interpretation of Louisiana Law

Prior to November 2010, the law provided for automatic transfers of investment gains from the regular pool
of assets to the Experience Account. This transfer is a legislative mandate and must occur. There is no
mandate that a COLA be granted. The law, prior to the 2010 Constitutional amendment, merely provided a
process by which a COLA could be approved. The approval process required certain numerical tests to be
satisfied and also required a recommendation by the board of trustees to the legislature, a favorable vote by
the House and Senate on a concurrent resolution approving the recommendation, and certification by the
actuary for the Legislative Auditor that there are sufficient funds in the Experience Account to fully pay for
the COLA requested.

From an actuarial perspective, the annual valuation must recognize a liability associated with the transfer of
investment gains. It is less clear whether future COLA grants should be measured and included as part of
the system’s liability. It can be argued that future COLA grants are not part of current plan provisions.
Future COLA grants become a plan provision only after a successful approval process, which includes the
enactment of a legislative instrument, has been completed.

The Legislative Auditor’s actuary took the position that since the inception of the gain sharing COLA
program, approvals have been granted every time that the necessary conditions had been satisfied. Only
once was a COLA not granted and that occurred when the CPI-U was 0.1% for the year. As a result, we
have contended that COLA grants were substantively automatic and should be recognized in the valuation
of liabilities.

We included a section in our valuation reports discussing the effect that automatic COLA grants would
have on liabilities, normal costs and employer contribution requirements, but recognized that the System’s
actuary took the position that the COLA’s were not automatic.

In November 2010, Article (10)(29)(F) of the Louisiana Constitution was amended to include the following
language.

F) Benefit Provisions; Legislative Enactment. Benefit provisions for members of any public
retirement system, plan, or fund that is subject to legislative authority shall be altered only by
legislative enactment. No such benefit provisions having an actuarial cost shall be enacted unless
approved by two-thirds of the elected members of each house of the legislature, Furthermore, no
such benefit provision for any member of a state retirement system having an actuarial cost shall
be approved by the legislature unless a funding source providing new or additional funds
sufficient to pay all such actuarial cost within ten years of the effective date of the benefit
provision is identified in such enactment. This Paragraph shall be implemented as provided by
law.

Underlining added to identify relevant content.

Based on our reading of the amendment, our discussions with General Counsel, and our discussions with
legislative staff, future COLA grants will require the introduction of a bill, approval by two-thirds of the
House and Senate, and the signature of the governor. Our valuation will treat COLA’s as not automatic.

B. Recognition of Experience Account Transfers for the June 30, 2013 Valuation

Louisiana law provides an automatic transfer of a portion of investment gains to an Experience Account
whenever the actual rate of return on the actuarial value of assets exceeds the stated assumed discount rate.
This is commonly referred to as gain sharing. This transfer from the regular pool of assets must be
accounted for in the actuarial valuation of the plan. For the June 30, 2013 valuation, future transfers of
assets to the Experience Account were recognized by adjusting the discount rate by 50 basis points. The
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stated discount rate for the June 30, 2013 valuation was 8.00%, net of investment expenses, and net of
future transfers. This is the same as explicitly measuring gain sharing and stating the discount rate as
8.50%, net of investment earnings.

Because this method only indirectly recognizes gain sharing, no specific measurement of the effect on
actuarial calculations of normal costs and liabilities has been made.

C. Recognition of Experience Account Transfers for the June 30, 2014 Valuation

The method used to recognize automatic transfers to the Experience Account will be changed July 1, 2014.
Instead of recognizing transfers implicitly through a reduction in the discount rate, gain sharing will be
measured explicitly by the Legislative Auditor’s actuary and the discount rate will be net of investment
expenses only. The explicit method we used in this valuation is described below.

1. LASERS has an obligation to make future transfers to the Experience Account until the value of the
account is equal to the cost of a 6% increase in benefits for eligible retirees. Future transfers thereafter
will be required only if the account balance is less than the 6% present value target. A shortfall may
occur because of changes to the census data or as a result of investment losses.

2. The LASERS obligation for future gain sharing transfers will be treated as a plan liability on June 30,
2014. This liability has been determined using stochastic modeling with investment returns as the
random variable based on capital market assumptions, and reflecting the future growth of assets and
future changes to the retiree census. This liability has been determined to be $496,496,347 based on
the assumptions stated under item D below.

3. OnJune 30, 2014, it is expected that the balance in the Experience Account (the reserve pool) will be
$195,610,857. The difference between the liability and the amount in the reserve pool, $300,885,490
will be collected from future employer contributions by amortizing the liability over a 30 year period.

4. In the future, whenever an investment gain is required to be transferred to the Experience Account,
cash will flow from the regular asset pool to the Experience Account equal to the calculated transfer
amount. However, at the same time, the liability (or debt) for the reserve will be reduced by the same
amount. These transactions will have no net effect on the system’s UAL.

5. If the future, a COLA hill may be enacted that uses funds in the Experience Account. When this
occurs, the system will take on additional liability associated with the present value cost of the COLA.
It will receive assets from the Experience Account equal to that liability. However, the reserve liability
will increase by the present value cost of the COLA grant. According to Article (10)(29)(F) of the
constitution, the increase in the reserve liability must be amortized over a ten year period.

D. Assumptions and Methods
STOCHASTIC MODELS
This initial reserve liability has been determined using stochastic modeling with investment returns as

the random variable based on capital market assumptions, and reflecting the future growth of assets
and future changes to the retiree census.
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OPEN GROUP VALUATION
The stochastic model was based on an open group valuation with a projection of new participants into
the retirement system. New members were assumed to join the system in such a manner as to maintain
the same number of active members in the future as existed on the valuation date.

RELIANCE ON OTHER ACTUARIES

The LLA engaged Gabriel Roeder Smith (GRS) to assist with the development of the stochastic
models. We further relied on GRS to run the models on our behalf.

DISCOUNT RATE
The discount rate was assumed to be 7.75% net of investment expenses. The discount rate was
developed using the building block approach and capital market assumptions shown in Section IV.
E. Additional Explanations

Additional information related to the gain sharing provisions of the law pertaining to LASERS is given in
the following sub sections of this report.

e The Legal Basis for the Payment of COLAs
e Compliance with Actuarial Standards of Practice
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2. The Legal Basis for the Payment of COLAs

The legal basis for the payment of cost-of-living adjustments to retirees of the Louisiana State Employees’
Retirement System is found in R.S. 11:102.1 and 11:542. A special account called the Experience Account is
established by R.S. 11:542. Act 497 of the 2009 Regular Session set the balance of this account to $0 on
June 30, 2009. The balance in the Experience Account on June 30, 2013, was $195,623,964.

A. Experience Account

Rules pertaining to future debits and credits to the Experience Account are summarized below:

Inflows:

1.

LASERS will calculate each year the amount of investment gain or loss that has occurred during the
system’s fiscal year. The gain or loss will be based on the actuarial value of assets. A gain occurs
when the rate of return on the actuarial value of assets exceeds the assumed discount rate. A loss
occurs when the rate of return is less than the assumed discount rate. The assumed discount rate for
the June 30, 2013 valuation is 8.00% net of investment expenses and net of future transfers to the
Experience Account. For the June 30, 2014 valuation the LLA actuary assumed discount rate will be
7.75% net of investment expenses.

Fifty percent (50%) of any investment gain that exceeds $100 million will be transferred from the
regular pool of assets for LASERS into LASERS’ Experience Account. The effective date of this
transfer is June 30 of the fiscal year in which the investment gain occurs.

Funds in the Experience Account are invested in the same manner as the regular pool of assets. The
balance in the Experience Account at the beginning of the fiscal year earns the same rate of return as
assets in the regular asset pool. This return may be positive or negative. The effective date of this
credit or debit is June 30 of the fiscal year in which the investment return is earned.

The maximum value permitted in the Experience Account is equal to two (2) times the actuarial cost of
providing a full COLA of 3% to all eligible retirees and beneficiaries. In other words, the amount of
any transfer of investment gains cannot cause the Experience Account value to exceed two times the
actuarial cost of a full COLA.

Outflows:

Whenever a permanent benefit increase is granted through a legally prescribed approval process using
Experience Account assets as a funding source, an amount equal to the actuarial cost of the benefit so
granted is transferred from the Experience Account back to the regular pool of assets. This transfer
occurs on the same date that eligible retirees begin to receive the permanent benefit increase, which is
the July 1 following the completion of the approval process.

The value of the Experience Account cannot be less than $0.
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B. Approval Process
Prior to the June 30, 2011 Valuation

A permanent benefit increase potentially becomes payable whenever there is an increase in the cost of
living based on the Consumer Price Index for all urban consumers (CPI-U) and other specified numerical
measures are satisfied. Prior to June 30, 2011, a permanent benefit increase could be granted only in
accordance with the following approval process.

1. The actuary for LASERS must determine that the necessary conditions exist for a permanent increase
to be granted and then determines the actuarial cost that will be incurred by the Experience Account
should such an increase be approved.

2. The LASERS actuary must also declare that there are sufficient dollars in the Experience Account to
cover the actuarial cost of the permanent benefit increase.

3. The actuary for the Legislative Auditor must review the actuarial cost analysis and must not disagree
with the assessment prepared by the LASERS actuary.

4. The LASERS board of trustees must approve the permanent benefit increase.

5. The LASERS board of trustees must ask the Speaker of the House and the President of the Senate for a
concurrent resolution to authorize the permanent benefit increase. A COLA is granted with a 50%
majority vote by the legislature on the concurrent resolution.

6. The permanent benefit increase becomes effective on the first day of the fiscal year following the
legislative session.

Effective with the June 30, 2011 Valuation

As discussed above, we believe it is more likely than not that COLAs will be granted only if a bill to make
such a grant is introduced to the legislature, the bill passes both houses with a two-thirds vote, and is then
signed into law by the governor. This is not to be construed as a legal opinion. It is merely our best
judgment based in information available to us during the preparation of this valuation report.

This valuation has recognized a liability associated with automatic transfers to investment gains to the
Experience Account. It does not reflect any liability associated with future COLA grants.
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3. Compliance with Actuarial Standards of Practice

According to Section 3.5.3 of Actuarial Standards of Practice No. 4:

Some plan provisions may create pension obligations that are difficult to measure using deterministic
procedures and assumptions selected in accordance with ASOP Nos. 27 and 35. Such plan provisions
can include those provisions in which future benefits vary asymmetrically with future economic or
demographic experience relative to the estimated projected benefits based on a particular set of
actuarial assumptions. Examples of such plan provisions include the following:

a. Gain sharing provisions that trigger benefit increases when investment returns are favorable;
(underlining emphasis added).

b. Floor-offset provisions that provide a minimum defined benefit in the event a participant’s
account balance in a separate plan falls below some threshold; or

C. Benefit provisions that are tied to an external index, but subject to a floor or ceiling, such as
certain cost of living adjustment provisions and cash balance crediting provisions.

For such plan provisions, the actuary should consider using alternative procedures, such as stochastic
modeling, option-pricing techniques, or assumptions that are adjusted to reflect the asymmetric impact
of variations in experience from year to year. In selecting valuation procedures for such plan
provisions, the actuary should use professional judgment based on the purpose of the measurement
and other relevant factors. For example, using alternative procedures to capture the impact of
asymmetric plan provisions may be appropriate for estimating an economic value. On the other hand,
when determining plan contributions, concerns that certain assumed economic or demographic
outcomes may not occur may lead the actuary to ignore asymmetric plan provisions such as shutdown
benefits in order to avoid excess funding.

The revised June 30, 2011 valuation, the June 30, 2012 valuation and the June 30, 2013 valuation prepared by
the LASERS actuary complied with the above ASOP by reducing the otherwise assumed discount rate by 50
basis points. This implicit method for recognizing gain sharing in the valuation is acceptable under actuarial
standards of practice.

However, to provide greater clarity, the June 30, 2014 valuation will be prepared by explicitly measuring future
transfers to the Experience Account. We will assume that COLA grants can occur only through the enactment
of new legislation. Therefore, if no new legislation is enacted, the Experience Account will be filled to and
retained at the maximum level (i.e., an amount equal to the value of a 6% benefit increase).



SECTION IV
BASIS FOR THE VALUATION
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1. Basis for the Valuation

The June 30, 2013 valuation is used to determine actuarial liabilities as of June 30, 2013, actual employer
contribution requirements for FYE 2014, and projected employer contribution requirements for FYE 2015.
Census data, actuarial methods, and actuarial assumptions used in the preparation of June 30, 2013 assets,
liabilities, and employer contribution requirements for FYE 2014 are shown in this section of the report.
Additional information is provided whenever a change has been made since the June 30, 2012 valuation or it is
expected that a change will be made in the preparation of the June 30, 2014 valuation.
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2. Census Data

Census data used in the preparation of the June 30, 2013 valuation is summarized below. The census data was
provided by LASERS. The accuracy of the data was audited by Financial Audit Services within the office of
the Louisiana legislative Auditor. A comparison with census summaries prepare by the LASERS actuary

confirmed the reasonability of the census data used in preparing this report.

June 30 Valuation Date

Membership Status 2013 2012 2011

Rank and File Including Appellate Law Clerks 37,114 44,733 47,214
Legislators 12 12 20
Judges Prior 2011 298 308 320
Judges Post 2011 22 12 3
Wildlife 190 204 222
Corrections Primary 375 460 557
Corrections Secondary 2,574 3,106 3,622
Peace Officers 79 84 93
Alcohol Tobacco Control 19 28 41
Bridge Police 7 11 12
Hazardous Duty Plan 1,596 1,258 522
Post DROP 1,825 2,136 2,304
Total Active Members 44,111 52,352 54,930
DROP Participants 2,092 2,577 2,569
Regular Retirees 37,145 34,513 32,897
Disability Retirees 2,554 2,544 2,586
Survivors 5,726 5,665 5,659
Terminated Vested & Reciprocal 4,162 2,222 2,125
Total Inactive Members 51,679 47,521 45,836
Total Active and Inactive Members 95,790 99,873 100,766
Terminated Due Refund 52,385 50,590 51,959
Total Members 148,175 150,463 152,725
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Membership Reconciliation
Active Retired,
Active After | Terminated In Disabled,
(Pre DROP) | DROP Vested DROP Survivor Total
Members on June 30, 2012 50,216 2,136 2,222 2,577 42,722 | 99,873
Additions to Census
Initial Membership 4,085 0 104 0 0 4,189
Data Revisions 0 1 0 45 47
Total Additions 4,085 1 104 1 45 4,236
Change in Status
Active to Term Vested (2,265) 0 2,265 0 0 0
Active to In DROP (681) 0 0 681 0 0
Active to Retired (2,290) 0 0 0 2,290 0
Disabled to Active 1 0 0 0 (D) 0
Terminated Vested to Active 67 0 (67) 0 0 0
Terminated Vested to Retiree 0 (120) 0 120 0
In DROP to Active After DROP 354 0 (354) 0 0
In DROP to Retiree 0 0 (816) 816 0
Active After DROP to Retiree (689) 0 0 689 0
Data Revisions (2) 31 (12) 13 (30) 0
Total Changes (5,170) (304) 2,066 (476) 3,884 0
Eliminated from Census
Refunded (3,726) 0 (158) (3,884)
Terminated (3,013) 0 (4) (3,017)
Deceased (35) (6) (16) (6) (1,169) | (1,232)
Data Revisions (71) (2) (52) (4) (57) (186)
Total Eliminated (6,845) (8) (230) (10) (1,226) | (8,319)
Members on June 30, 2013 42,286 1,825 4,162 2,092 45,425 | 95,790
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