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Based in New Orleans, Entergy Corporation
and its subsidiaries are involved in electric
power production and retail electric distribu-
tion operations in the United States, particu-
larly in Louisiana, Texas, Arkansas, and Mis-
sissippi. The company, known for its ethics and
commitment to the community, was named to
the 2008 Forbes list of America’s Most Trust-
worthy Companies for its corporate governance
practices and accounting transparency. In addi-
tion, it operates a charitable foundation which
awarded $15.9 million in grants in 2008, and is
involved in low-income assistance initiatives to
help needy families with their utility bills. As of
June 30, 2009, LASERS had a market value of
$2,286,840 invested in the company.

(Source: http://finance.yahoo.com/q?s=ETR

and http://www.entergy.com/)







Introductory Section

LASEKS 8401 United Plaza Blvd. * Baton Rouge, LA 70809 Web: www.lasersonline.org

Louisiana State Employees’ Mail: PO.Box 44213 e Baton Rouge, LA 70804-4213  Phone: (toll-free) 1.800.256.3000 ¢ (local) 225.922.0600
Retirement System

October 9, 2009

Dear Board Members:

We are pleased to present to you the Comprehensive Annual Financial Report (CAFR) of the Louisiana
State Employees” Retirement System (LASERS or the System) for the fiscal year ended June 30, 2009.
This fiscal year the economic environment and global recession have impacted our investment returns.
However, LASERS has remained strong as a defined benefit plan constructed to withstand the ups and
downs of the market. LASERS is a long-term investor, relying on a broad actuarial analysis, which
takes into account the prior three years of market returns. This smoothing effect prevents extreme
swings in our bottom-line returns. Furthermore, the day-to-day management of investments is the job
of seasoned LASERS professionals who are guided by asset allocation targets and ranges set according
to a long-term plan established by the Board. Allocations ensure our investments are maximized. We
trust that you and the other members will find this CAFR helpful in understanding your public
employees’ retirement system, which is dedicated to protecting your contributions and maximizing
your return.

Management Responsibility

This report consists of management’s representation concerning LASERS finances. Management
assumes full responsibility for the completeness and reliability of all information presented in this
report. To provide a reasonable basis for making these representations, management has established a
comprehensive internal control framework that is designed both to protect the assets from loss, theft, or
misuse, and to compile sufficient, reliable information for the preparation of LASERS financial
statements in conformity with generally accepted accounting principles. The internal control
framework has been designed to provide reasonable, rather than absolute assurance, that the financial
statements will be free from material misstatement. As management, we assert that, to the best of our
knowledge and belief, this financial report is complete and reliable in all material respects.

Our independent external auditors, Postlethwaite & Netterville, have conducted an audit of the basic
financial statements in accordance with auditing standards generally accepted in the United States of
America, performing such tests and other procedures as they deem necessary to express an opinion in
their report to the Board. The external auditors also have full and unrestricted access to the Board to
discuss their audit and related findings as to the integrity of the financial reporting and adequacy of
internal control systems.

Board of Trustees: Lorry S. Trotter, Chair Charles Castille Susan Pappan Cindy Rougeou, Executive Director
Cynthia Bridges Sen. D.A. “Butch” Gautreaux ~ Louis S. Quinn
Virginia Burton John Kennedy Sheryl M. Ranatza
Connie Carlton Barbara McManus Rep. Joel C. Robideaux

LASERS | 1
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Financial Information

The basic financial statements have been prepared in accordance with generally accepted accounting
principles applied on a consistent basis as promulgated by the Governmental Accounting Standards
Board. The Management’s Discussion and Analysis (MD&A) includes a narrative introduction,
overview, and analysis to accompany the basic financial statements. This Letter of Transmittal is
designed to complement the MD&A, and should be read in conjunction with it. LASERS MD&A can
be found immediately following the reports of the independent auditors in the Financial Section of this
report.

Profile of LASERS

LASERS is a single employer defined benefit plan, established by the state legislature in 1946 with the
first members joining the System on July 1, 1947. The System is a public trust fund created to provide
retirement allowances and other benefits for state officers and employees and their beneficiaries. All
invested funds, cash, and property are held in the name of LASERS for the sole benefit of the
membership. A twelve-member Board of Trustees (comprised of six active members, three retired
members, and three ex-officio members) governs the System. The Board administers the programs and
appoints key management personnel including the Executive Director, Deputy Director, Assistant
Director, and the Chief Investment Officer.

The Board of Trustees annually approves an operating budget for administrative expenses that is
prepared by staff to address member and employer needs while keeping costs reasonable. The Board
must also approve any changes in the budget during the year. In addition to the Trustees” approval,
the budget is approved by the Louisiana Joint Legislative Committee on the Budget.

Investments

For the fiscal year, LASERS had a total market value return on investment assets of -19.1% for the one-year
period, and a five-year return of 2.7%. These returns rank LASERS in the top 63% and 32% of public pension
systems for the one-year and five-year returns, respectively. An integral part of the overall investment policy
is the strategic asset allocation guidelines. They are designed to provide an optimal mix of asset classes or
allocations with return expectations that will reduce the LASERS unfunded accrued liability, and fund cost-
of-living adjustments (COLAs) for our retirees. Investment risks are diversified over a broad range of
market sectors and securities. This strategy reduces portfolio risk to adverse developments in sectors and
issuers experiencing unusual difficulties, and offers opportunity to benefit from future markets. A more
detailed exhibit of investment performance and a summarization of the LASERS Investment Policy can be
found in the Investment Section of this report.

2 Louisiana State Employees’ Retirement System



Introductory Section

Funding

Annually, the LASERS actuary determines the annual funding requirements needed to meet current and
future benefit obligations. Actuarial contributions are based on normal cost and amortization of the
unfunded accrued liability which has existed since the System’s inception. Employers are required to pay
the percentage of total payroll equal to the normal cost plus an amount sufficient to amortize the unfunded
accrued liability as outlined in Louisiana Revised Statute 11:102 as it pertains to LASERS. This year the
LASERS actuary is recommending that the Public Retirement Systems’ Actuarial Committee (PRSAC)
approve an employer contribution rate of 22.0% for the fiscal year ending June 30, 2011.

The actuarial value of member benefit liabilities exceeds the value of actuarial assets. At year end, the ratio of
the value of actuarial assets to actuarial accrued liabilities decreased to 60.8% and the System’s unfunded
actuarial accrued liability increased to $5.5 billion which includes the initial unfunded accrued liability
account (IUAL) and the Employer Credit Account that are not used in determining the projected employer
contribution rate.! The investment yield on the actuarial value of assets for ten years decreased to 4.89%
which is below the net actuarial rate of return of 8.25% assumed in the valuation. Additional information
regarding the financial condition of the pension trust fund can be found in the Actuarial Section of this
report.

Major Initiatives

Part of our mission is to provide exceptional customer service to our members and contributing
agencies as well as improve the financial security of our members. Key accomplishments for the past
year are summarized below:

System Governance

LASERS has positioned itself for the future with significant objectives and performance indicators. The
Board of Trustees approved and implemented a new strategic plan with a revised mission statement,
vision, goals, and core values.

Technology Application Improvements

Over the past year, LASERS deployed all components of the new pension administration system, State
of Louisiana Retirement Information System (SOLARIS), including the Active Membership component
and Internet self-service for active members, retirees, and employers. In addition, LASERS has
upgraded JD Edwards financial applications to the latest releases, and implemented Spreadsheet
Server functionality for the Fiscal Division.

LASERS next strategic applications projects will involve the upgrade or replacement of the IBM Con-
tent Manager, document imaging, and workflow system, and the upgrade or replacement of the JD
Edwards Financial/Enterprise Resource Planning system.

! The funded ratio referenced takes into account the initial unfunded accrued liability account (IUAL) and the Employer Credit Account which
is not the same funded ratio used in determining the projected employer contribution rate. The System’s funded ratio used for funding
purposes was 59.3% at June 30, 2009.

LASERS | 3
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Technology Infrastructure Improvements

LASERS has continued to build upon the infrastructure changes that began with the SOLARIS project.
The use of virtual server management, blade servers, and storage area network (SAN) technology has
been very successful for the agency. Over the past year, LASERS has addressed specific infrastructure
improvements in several areas including:

¢ Encryption of all LASERS backup tapes

¢ Implementation of CrisisLink emergency phone system allowing calls to be rerouted in a
disaster situation

e Execution of the annual third-party Network Vulnerability Assessment to test LASERS
network security

Investment Program Enhanced

LASERS prides itself for having a forward-thinking, yet disciplined and efficient investment program
with approximately $6.9 billion under management as of June 30, 2009.

LASERS Investment Program continues to explore new asset allocation strategies to improve long-term
consistent returns. This includes expanding its alternative investments portfolio which consists of
private equity, absolute return strategies, and global tactical asset allocation. The plan also explores
unique investment strategies and asset classes on an ongoing basis to help improve its overall
risk/return profile. In spring 2009, the Board of Trustees changed the plan’s asset allocation. The
changes included decreasing international large cap equity exposure by 3%, and increasing exposure to
emerging market equity by the same amount. Despite recent market volatility, LASERS believes its
investment portfolio is well positioned for the future, and will continue to make adjustments when
necessary.

Other initiatives underway include working with the custodial bank to enhance reporting capabilities,
assessing new cost management options, exploring ways to improve the trade affirmation process, and
utilizing the newly implemented risk management evaluation tool. Also, the system strives to lower
investment costs by utilizing the internally managed program which consists of just more than one-
fourth of the plan’s assets along with other cost measures which include monitoring investment
manager trade execution costs and negotiating favorable investment management fees.

Budget Process Enhanced

The LASERS Fiscal Division implemented a new budget process which utilizes Excel based
Spreadsheet Server and Budget Manager for budget development through the utilization of trend
graphs, and for integration with the J.D. Edwards financial accounting system.

4 Louisiana State Employees’ Retirement System
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Online Access Expanded

Utilization of technology to improve overall agency performance, communication, and education also
continues to be a major initiative of LASERS. Technological advances in imaging, bar coding, and
online fillable forms continued to enable LASERS to enhance customer service to its member agencies.
The LASERS Internet website offers agency and member user access to current System information,
educational programs, forms, publications, and legislation. A revamp of our website is scheduled for
completion this fiscal year and will include the addition of video summaries of key aspects of the
LASERS plans, supplementing printed materials that are available to download.

Member Outreach Expanded

Our Member Services Division is focused on improved customer service through enhanced
communications and educational services for members, employers, and other interested groups. The
Retirement Education Section continued its pre-retirement seminars to agencies and individual
members across the state. These seminars allowed LASERS the opportunity to help improve members’
understanding of laws which impact LASERS. Individual counseling sessions were expanded and
offered by appointment in major cities statewide, allowing members to receive one-on-one attention
without the need to travel to Baton Rouge. Also, we improved in-house training with a more defined
training structure and enhanced follow-up.

Awards

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to LASERS for its Comprehensive
Annual Financial Report (CAFR) for the fiscal year ended June 30, 2008. This was the twelfth
consecutive year that the System has achieved this prestigious award. In order to be awarded a
Certificate of Achievement, a governmental unit must publish an easily readable and efficiently
organized CAFR. This report must satisfy both generally accepted accounting principles and
applicable legal requirements.

A Certificate of Achievement is valid for a period of only one year. We believe that our current CAFR
continues to meet the Certificate of Achievement Program’s requirements, and we are submitting it to
the GFOA to determine its eligibility for another certificate.

LASERS also received the GFOA award for its Popular Annual Financial Report (PAFR) entitled
LASERS Summary Annual Report, for the fiscal year ended 2008. This was the tenth consecutive year
LASERS has received this award. The Popular Annual Financial Report presents, in a less technical
manner, some of the major financial, actuarial, and other interesting information for the reporting year.

In addition, LASERS received the 2008 Public Pension Standards Award. The Public Pension Coordinating
Council presents this award to public employee retirement systems in recognition of their achievement of
high professional standards in the areas of plan design and administration, benefits, actuarial valuations,
financial reporting, investments and membership communications. This is the fifth consecutive year that
LASERS has received this prestigious award.

LASERS | 5
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Conclusion

This report is a product of the combined efforts of the System’s staff and advisors functioning under
your leadership. It is intended to provide extensive and reliable information that will facilitate
management decisions, serve as a means for determining compliance with legal provisions, and allow
for the evaluation of responsible stewardship of the funds of the System.

We would like to recognize the teamwork and contributions of our experienced and dedicated staff.
They continue to keep the best interests of our members as their top priority. As we look toward the
future, we are encouraging staff to envision ways that LASERS may accomplish its mission “to provide
a sound retirement plan for our members through prudent management and exceptional service.”

Respectfully submitted,

— == Ao VL u i~

Cindy Rougeou Arthur P. Fillastre, IV CPA
Executive Director Chief Financial Officer
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Certificate of Acheivement for Excellence in Fniancial Reporting 2008

Certificate of

Achievement

for Excellence
in Financial
Reporting

Public Pension Standards Award 2008

b

Public Pension Coordinating Council
Public Pension Standards

2008 Award

Presented to

Louisiana State Employees' Retirement System

In recognition of meeting professional standards for
plan design and administration as
set forth in the Public Pension Standards.

Presented by the Public Pension Coordinating Council, a confederation of
National Association of State Retirement Administrators (NASRA)

National Conference on Public Employee Retirement Systems (NCPERS)
National Council on Teacher Retirement (NCTR)

e b2

Alan H. Winkle
Program Administrator

LASERS | 7
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Administrative Organization

Standing, left to right:

Ryan Babin, Audit Division Director

Arthur P. Fillastre, 1V, Chief Financial Officer

Sheila Metoyer, Human Resources Division Director

Robert W. Beale, Chief Investment Officer

Lance Armstrong, Information Technology Division Director
Robyn Ekings, Public Information Division Director
Suzanne Adams, Member Services Division Director

Tina Grant, Executive Counsel

Seated, left to right:

Bernard E. “Trey” Boudreaux, III, Assistant Director
Cindy Rougeou, Executive Director

Maris E. LeBlanc, Deputy Director

8 Louisiana State Employees’ Retirement System
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Board of Trustees

Standing, left to right:

Representative Joel Robideaux, Chair, House Committee on Retirement
Virginia Burton, Elected Active Member

Barbara McManus, Elected Retired Member

Charles Castille, Elected Active Member

Louis Quinn, Elected Retired Member

Seated, left to right:

Lorry Trotter, Elected Active Member

Cynthia Bridges, Elected Active Member

Sheryl Ranatza, Board Chair, Elected Active Member
Connie Carlton, Elected Retired Member

Not pictured:

Susan Pappan, Elected Active Member
Senator D.A. “Butch” Gautreaux, Chair, Senate Committee on Retirement
Honorable John Kennedy, State Treasurer

LASERS | 9
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Professional Consultants
June 30, 2009

Actuary

Hall Actuarial Associates
SJ Actuarial Associates, LLC

Auditor
Postlethwaite & Netterville, APAC

Custodian Banks and Security Agents
Great-West Retirement Services, Inc.

JPMorgan Chase

BNY Mellon Asset Servicing

Legal Consultants

Avant & Falcon

Beus Gilbert, PLLC

Roedel, Parsons, Koch, Balhoff & McCollister
Tarcza & Associates, LLC

Medical Examiners
Dr. Michael Catenacci
Dr. Raymond Cush

Dr. Michael W. Dole

Dr. Jeanne Estes

Dr. Larry G. Ferachi

Dr. Sheldon Hersh

Dr. Jonathan Joseph

Dr. Wayne T. Lindemann
Dr. Warren D Long

Dr. Richard W. Williams
Dr. JoAnn Winn

Dr. Charles Woodard

Investment Consultant
NEPC, LLC

Information Technology & Other Consultants
Deloitte Consulting, LLP ( Formerly Bearing Point, Inc.)

DMS Mail Management

Sign Language Services International
Sparkhound

SSA Consultants

Syscom Inc.

The iConsortium, Inc.

Louisiana State Employees’ Retirement System

Investment Advisors
Acadian Asset Management, Inc.
Adams Street Partners LLC
Apollo Management, L.P.

Aronson+Johnson+QOrtiz, L.P.

Brandywine Asset Management, Inc.
Bridgewater Associates, Inc.

Capital Guardian Trust Company

Energy Spectrum Partners, L.P.

Erasmus Advisors

GAM USA, Inc.

Goldman Sachs & Co.

Goldman Sachs Private Equity Partners, L.P.
Harbourvest Partners, LLC

JMB Group Trust

J.P. Morgan Investment Management Inc.
K2 Advisors, LLC

Loomis, Sayles & Company, L.P.

LSV Asset Management

Mesirow Financial Private Equity Partnership
Mondrian Investments Partners Limited
Newport Cypress, LLC

Nomura Corporate Research and Asset Management, Inc.
Orleans Capital Management

Pantheon USA, L.P.

Parish Capital, L.P.

Quellos Private Capital Markets, L.P.
Rice Hall James & Associates, LLC
Siguler Guff & Company

Smith Asset Management Group, L.P.
Standish Mellon Asset Management, LLC
Stark Investments Limited Partnership
State Street Global Advisors

TCW Asset Management Company

The Brinson Partnership Fund Trust
Thompson, Horstmann & Bryant, Inc.
Williams Capital Partners Advisors, L.P.
Wells Capital Management

WRH Partners II, LLC
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S)W &% E As of June 30, 2009, LASERS had a market
fﬂW . value of $170,660 invested in Stone Energy

Corporation, which specializes in oil and
natural gas exploration and production. With
its headquarters in Lafayette, the company is
home to 291 full time employees. Its strategy
is “to increase shareholder value through the
acquisition, exploration and development of
oil and natural gas in mature and emerging

good use of our state’s natural resources.

(Source: http://finance.yahoo.com/q?s=SGY
and http://www.stoneenergy.com/)

fields.” The company’s explorations in the Gulf
of Mexico and offshore in Louisiana help make
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Postlethwaite
& Netterville
A Professional Accounting Corporation
Associated Offices in Principal Cities of the United States

WWwW.pncpa.com

INDEPENDENT AUDITORS’ REPORT

To the Board of Trustees
Louisiana State Employees’ Retirement System
Baton Rouge, Louisiana

We have audited the accompanying financial statements of the Louisiana State Employees’
Retirement System (LASERS), a component unit of the State of Louisiana, as of and for the years
ended June 30, 2009 and 2008, as listed in the table of contents. These financial statements are
the responsibility of LASERS management. Our responsibility is to express an opinion on these
financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects,
information regarding LASERS net assets as of June 30, 2009 and 2008, and the changes therein
for the years then ended in conformity with accounting principles generally accepted in the
United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
September 16, 2009, on our consideration of LASERS internal control over financial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards and should be read in
conjunction with this report in considering the results of our audit.

8550 United Plaza Blvd, Suite 1001« Baton Rouge, LA 70809 « Tel: 225.922.4600 « Fax: 225.922.4611
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The Management Discussion and Analysis and the other required supplemental information as
listed in the table of contents, respectively, are not a required part of the basic financial
statements but are supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the
supplementary information. However, we did not audit the information and express no opinion
on it.

Our audits were conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supporting schedules as listed in the table of contents are
presented for purposes of additional analysis and are not a required part of the basic financial
statements. Such information has been subjected to the auditing procedures applied in the
audits of the basic financial statements and, in our opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

< Nattow-Hlo
) ‘
Baton Rouge, Louisiana

September 16, 2009

Louisiana State Employees” Retirement System
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Postlethwaite
& Netterville
A Prolessional Accounting Corporation
Associated Offices in Principal Cilies of the United States

Www.pncpa.com

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

To the Board of Trustees
Louisiana State Employees’ Retirement System
Baton Rouge, Louisiana

We have audited the financial statements of Louisiana State Employees’ Retirement System
(LASERS), a component unit of the State of Louisiana, as of and for the year ended June 30, 2009,
and have issued our report thereon dated September 16, 2009. We have conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered LASERS's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, and not to provide an opinion on internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of LASERS's internal
control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record or process,
or report financial data reliably in accordance with generally accepted accounting principles, such
that there is more than a remote likelihood that a misstatement of the entity’s financial statements
that is more than inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity’s internal control.

8550 United Plaza Blvd, Suite 1001 = Baton Rouge, LA 70809 « Tel: 225.922.4600 « Fax: 225.922.4611
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Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies in
internal control that might be significant deficiencies or material weaknesses. We did notidentify
any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether LASERS's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we
do not express such an opinion. The results of our tests disclosed no instances of noncompliance or
other matters that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the Board of Trustees and management
of LASERS and the Legislative Auditor of the State of Louisiana and is not intended to be and
should not be used by anyone other than these specified parties. Under Louisiana Revised Statute
24:513, this report is distributed by the Legislative Auditor as a public document.

Fostlibthunts € Nottonlle

Baton Rouge, Louisiana
September 16, 2009
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Management’s Discussion and Analysis

The following is management’s discussion and analysis of the financial performance of the Louisiana
State Employees’ Retirement System (LASERS or the System). This narrative overview and analysis
helps to interpret the key elements of the financial statements, notes to the financial statements, required
supplementary information, and supporting schedules for the current year. Readers are encouraged to
consider the information presented here in conjunction with additional information provided in the
Transmittal Letter of LASERS Comprehensive Annual Financial Report (CAFR).

Financial Highlights

e The net assets held in trust decreased by $1.86 billion, or 20.7%.

e The actuarial rate of return on the market value of the System’s investments was -7.64% for 2009
compared to 8.49% for 2008.

e Net investment income experienced a loss of $1.7 billion compared to a loss of $358 million for
2008.

e The System’s funded ratio decreased from 67.6% at June 30, 2008, to 60.8% as of June 30, 2009.>
e The unfunded actuarial accrued liability increased $1.1 billion to $5.5 billion as of June 30, 2009.
e Total contributions decreased by $28.5 million or 4.0% from 2008 to $690 million in 2009.

e Benefit payments increased by $53.1 million or 7.4% to $771 million in 2009.

e The Experience Account used to finance cost-of-living adjustments (COLAs) for retirees has a
balance of $0 as of June 30, 2009, because Act 497 of the Louisiana 2009 Regular Legislative
Session dedicated the funds to the payment of minimum benefits (pursuant to Act 144 of the
2009 Regular Legislative Session), and the reduction of the initial unfunded accrued liability
(IUAL).

Overview of the Financial Statements

The System’s basic financial statements include the following: (1) statements of plan net assets, (2)
statements of changes in plan net assets, (3) notes to the financial statements, and (4) required
supplementary information.

% The funded ratio referenced takes into account the initial unfunded accrued liability account (IUAL) and the Employer Credit
Account which is not the same funded ratio used in determining the projected employer contribution rate. The System’s
funded ratio used for funding purposes was 66.8% at June 30, 2007, 67.0% at June 30, 2008 and 59.3% at June 30, 2009.
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The Statements of Plan Net Assets report the System’s assets, liabilities, and resultant net assets held in
trust for pension benefits. They disclose the financial position of the System as of June 30, 2009, and
2008, respectively.

The Statements of Changes in Plan Net Assets report the results of the System’s fund’s operations
during years 2009 and 2008 disclosing the additions to and deductions from the plan net assets. They
support the change that has occurred to the prior year’s net asset value on the statement of plan net
assets.

Notes to the Financial Statements provide additional information that is essential to a full
understanding of the financial statements.

e Note A provides a general description of LASERS, information regarding employer and
membership participation, funding status, and actuarial assumptions.

e Note B provides information regarding LASERS members’ pension benefits for the Defined
Benefit Plan.

e Note C provides information regarding LASERS members’ pension benefits for the Defined
Contribution Component.

e Note D provides a summary of significant accounting policies and plan asset matters including
the basis of accounting, estimates, methods used to value investments, property and equipment,
accumulated leave, and reclassifications.

¢ Note E provides information regarding member and employer contribution requirements.

e Note F describes LASERS deposits and risk disclosures which include custodial credit risk,
concentration of credit risk, credit risk, interest rate risk, and foreign currency risk.

e Note G describes the System’s investments, and includes information regarding bank balances,
derivatives, real estate, and alternative investments.

e Note H provides information regarding securities lending transactions.

e Note I provides information on expenditures for the Capital Outlay Project.
e Note ] provides information on other postemployment benefits.

e Note K provides information on subsequent events.

Required Supplementary Information provides additional information and detail concerning LASERS
progress in funding its pension obligations and other post employment benefits, the history of employer
contributions, and schedules of trend data.

The Supporting Schedules section includes the schedules of administrative expenses, investment
expenses, Board compensation, and payments to consultants.

Financial Analysis

LASERS financial position is measured in several ways. One way is to determine the plan net assets
(difference between total assets and total liabilities) available to pay benefits. Over time, increases and
decreases in the LASERS plan net assets indicate whether its financial health is improving or
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deteriorating. = Other factors, such as financial market conditions, should also be taken into
consideration when measuring LASERS overall health.

The following table illustrates a condensed version of LASERS Statements of Plan Net Assets for fiscal
years ending 2009, 2008, and 2007. LASERS plan net assets as of June 30, 2009, and 2008, totaled
$7,100,333,387 and $8,957,887,792, respectively. All of the plan net assets are available to meet LASERS
ongoing obligations to members, retirees, and beneficiaries.

Condensed Comparative Statements of Plan Net Assets

2009 2008 2007

Cash and Cash Equivalents $ 93,768,308 $ 90,020,187 % 67,611,116
Receivables 164,801,135 105,237,613 96,251,325
Investments 6,985,993,117 8,784,261,024 9,230,537,180
Securities Lending Cash Collateral Held 869,609,079 1,786,521,801 1,166,777,371
Capital Assets 13,110,842 14,839,316 13,579,901
Total Assets $ 8,127,282,481 $ 10,780,879,941 $ 10,574,756,893
Accounts Payable & Other Liabilities 65,630,959 36,470,348 56,831,952
Securities Lending Obligation Held 961,318,135 1,786,521,801 1,166,777,371
Total Liabilities $ 1,026949,094 $  1,822,992,149 $  1,223,609,323
Net Assets Held in Trust For

Pension Benefits $ 77100333387 $ 8957,887,792 $  9,351,147,570

For the fiscal year ending June 30, 2009, plan net assets exceeded $7.1 billion. This reflected a decrease
of approximately 21% or $1,857,554,405 from the previous fiscal year end. In the one-year period from
June 30, 2007, to June 30, 2008, LASERS plan net assets decreased approximately 4% or $393,259,778.
These losses were a direct result of the unprecedented market volatility and strain that occurred in the
financial markets during those time periods.

LASERS maintains its commitment to a broadly diversified portfolio. Carefully underwritten and
conservative assumptions for future expected returns have been adopted, and the investment portfolio
is structured to optimize the risk/return trade-off. This is done in part by reviewing the Plan’s asset
allocation. LASERS continues to believe that it is well positioned to meet its long-term goals.
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Condensed Comparative Statements of Changes in Plan Net Assets

2009 2008 2007

Additions (Reductions)

Employer Contributions $ 486,583,512 505,678,953 416,329,361
Member Contributions 203,050,933 192,412,444 167,957,870
Legislative Appropriations - 20,000,000 -
Net Investment Income (Loss) (1,739,762,198) (357,912,195) 1,472,840,599
Other Income 13,919,576 16,507,453 12,285,284
Total Additions (Reductions) (1,036,208,177) 376,686,655 2,069,413,114
Deductions

Retirement Benefits 771,408,255 718,303,319 673,617,033
Refunds and Transfers of Contributions 30,314,007 32,149,383 38,030,600
Administrative Expenses 17,593,089 18,251,681 14,505,724
Depreciation Expense 2,030,877 1,242,050 619,733
Total Deductions 821,346,228 769,946,433 726,773,090
Net Increase (Decrease) (1,857,554,405) (393,259,778) 1,342,640,024
Net Assets Beginning of Year 8,957,887,792 9,351,147,570 8,008,507,546
Net Assets End of Year $ 7,100,333,387 $ 8,957,887,792 $ 9,351,147,570

Additions (Reductions) to Plan Assets

The revenues needed to finance retirement benefits are accumulated primarily through the collection of
employer and employee contributions and earnings on investments. Revenue losses for the fiscal year
ended June 30, 2009, totaled $1,036,208,177. The revenue consisted of employer and employee
contributions totaling $689,634,445, a net investment loss of $1,739,762,198, and other income of
$13,919,576. A net investment loss was the primary reason for the fluctuations in additions (reductions)
to plan assets for the fiscal years presented. Fiscal year 2009 was another volatile year for the financial
markets because of the credit crisis and global recession. Our investment portfolio completed the
current year with a negative market rate of return on investment assets of 19.1%, falling below the target
of 8.25%. The net result was a loss of 386% or $1,381,850,003 in investment earnings over 2008.

At June 30, 2008, total reductions decreased by 82% or $1,692,726,459 over fiscal year 2007. The
decreased revenue was due primarily to net investment income decreasing 124% from 2007. Combined
contributions and other income increased 22.9% and 34.4% respectively. Our investment portfolio
completed the fiscal year with a negative market rate of return of 3.8%, which was below the 8.25%
target rate of return.

During 2009, combined employer and employee contribution income decreased from 2008 by
$28,456,952. Employer Contributions based on payroll paid decreased $19,095,441, primarily because of
a reduction in the employer percentage match from 20.4% for the year ended June 2008 to 18.5% for the
year ended June 2009. Also, there were no Legislative Appropriations for 2009 compared to $20 million
in 2008 contributing to the remainder of the decrease. Member contributions increased 5.5% as a result
of a higher contribution rate for members hired after June 30, 2006, and higher average wages. For
employees hired after June 30, 2006, the contribution rate is 8% compared to the 7.5% contributed by
members with credited service prior to July 1, 2006.
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Deductions from Plan Assets

LASERS was created to provide lifetime retirement, survivor, and disability benefits to qualified
LASERS members. The cost of such programs includes recurring benefit payments, refund of
contributions to employees who left the System, and the cost of administering LASERS.

Deductions for the fiscal year ending June 30, 2009, totaled $821,346,228, an increase of approximately
7% over June 30, 2008. For the fiscal year ending June 30, 2008, deductions were $769,946,433, an
increase of about 6% over June 30, 2007. The increase in deductions for fiscal years ended 2009 and 2008
were due to increases in benefits paid. Benefits paid in 2009, as in 2008, increased because of the
increase in the number of retirees and the average benefit resulting from the higher average salary
history of the newer retirees. Also, the System began paying qualifying retirees a 3% COLA at the
beginning of each of the years presented.

Administrative expenses decreased 4% for the fiscal year ended June 30, 2009. This is primarily
attributable to the reduction in professional services with the completion of the capital outlay project
(SOLARIS). In 2008, administrative expenses increased $3,745,957 or 26% over fiscal year ended 2007.
The increase was primarily attributable to the implementation of GASB 45 which required the recording
of the annual liability for other postemployment benefits. Detail of administrative expense activity can
be found in the Schedules of Administrative Expenses located under Supporting Schedules.

Depreciation expense has increased 64% for the fiscal year ended June 30, 2009, compared to a 100%
increase for 2008 over 2007. These increases can be attributed to the capitalization of the new pension
administration system which is discussed in Note I Capital Outlay Project.

Total additions less total deductions resulted in a net decrease in plan net assets of $1,857,554,405 in
2009, compared to a decrease of $393,259,778 in 2008. The net result is a 21% decrease and a 4%
decrease in plan net assets held in trust for pension benefits for 2009 and 2008, respectively.

Funded Status

An actuarial valuation of assets and liabilities is performed annually. The System’s funded ratio
decreased to 60.8% at June 30, 2009, compared to 67.6% as of June 30, 2008, and 67.2% as of June 30,
20073 The reduced funding in 2009 can be attributed to not receiving a legislative appropriation, a
lower employer contribution rate, and poor investment returns. The amount by which LASERS
actuarial liabilities exceeded the actuarial assets was $5.5 billion at June 30, 2009, compared to $4.40
billion at June 30, 2008, and $4.08 billion at June 30, 2007, thereby increasing the unfunded actuarial
accrued liability by $1.4 billion since 2007. The Louisiana Legislature provided a one-time appropriation
of $20 million in 2008 to accelerate the payoff of the initial unfunded accrued liability. The investment
yield on the actuarial value of assets has averaged over five and ten years 7.63% and 4.89%, respectively.
For the year ending June 30, 2009, the net realized actuarial rate of return was -7.64%, which was less
than the System’s assumed actuarial rate of return of 8.25%. This resulted in a net investment

? The funded ratio referenced takes into account the initial unfunded accrued liability account (IUAL) and the Employer Credit
Account which is not the same funded ratio used in determining the projected employer contribution rate. The System’s
funded ratio used for funding purposes was 66.8% at June 30, 2007, 67.0% at June 30, 2008 and 59.3% at June 30, 2009.
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experience loss of $1.4 billion which is the funding mechanism for future cost-of-living adjustments. For
the fiscal years ending June 30, 2008, and 2007, the net realized actuarial rate of return was 8.49% and
14.21%, respectively.

Requests for Information

This Financial Report is designed to provide a general overview of the System’s finances. For questions
concerning any information in this report or the CAFR, or for additional information contact the
Louisiana State Employees’ Retirement System, Attention: Fiscal Division, P. O. Box 44213, Baton
Rouge, LA 70804-4213.
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June 30, 2009 and 2008
2009 2008
Assets
Cash and Cash Equivalents $ 93,768,308 $ 90,020,187
Receivables:
Employer Contributions 38,631,781 41,643,070
Member Contributions 16,259,139 15,846,090
Interest and Dividends 29,258,769 32,311,678
Investment Proceeds 78,560,002 13,143,155
Other 2,091,444 2,293,620
Total Receivables 164,801,135 105,237,613
Investments (at fair value):
Short-Term Investments-Domestic/International 104,413,791 434,203,918
Bonds/Fixed Income - Domestic 1,472,432,260 1,332,828,250
Bonds/Fixed Income-International 359,642,061 468,671,657
Equity Securities - Domestic 1,866,127,503 2,602,246,396
Equity Securities - International 1,462,055,663 1,872,528,977
Real Estate Investments 37,254,628 51,832,798
Alternative Investments 1,684,067,211 2,021,949,028
Total Investments 6,985,993,117 8,784,261,024
Securities Lending Cash Collateral Held 869,609,079 1,786,521,801
Property and Equipment (at cost) - Net 13,110,842 14,839,316
Total Assets 8,127,282,481 10,780,879,941
Liabilities
Payables:
Investment Commitments 48,800,823 20,293,710
Trade Payables and Other Accrued Liabilities 16,830,136 16,176,638
Total Payables 65,630,959 36,470,348
Security Lending Obligations Held 961,318,135 1,786,521,801
Total Liabilities 1,026,949,094 1,822,992,149
Net Assets Held in Trust for Pension Benefits $ 7,100,333,387 $ 8,957,887,792

(The Schedules of Funding Progress for the Plan are presented in the first schedule of the Required

Supplementary Information.)

The accompanying notes are an integral part of these statements.
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Louisiana State Employees' Retirement System

Statements of Changes in Plan Net Assets
For the Years Ended June 30, 2009 and 2008

2009 2008
Additions (Reductions)
Contributions:
Employer Contributions $ 486,583,512 $ 505,678,953
Member Contributions 203,050,933 192,412,444
Legislative Appropriation - 20,000,000
Total Contributions 689,634,445 718,091,397
Investment Income (Loss):
Net Appreciation (Depreciation) in Fair Value
of Investments (1,501,101,588) (667,843,323)
Interest & Dividends 201,088,041 220,095,667
Alternative Investment Income (Loss) (347,900,031) 124,149,765
Less Alternative Investment Expenses (26,339,140) (28,350,727)
Net Appreciation (Depreciation) Securities Lending (38,684,730) 78,510,328
Less Securities Lending Expenses (14,500,742) (68,015,017)
Other Income (Loss) 1,103,728 (52,386)
Less Investment Expense Other than Alternative
Investments and Securities Lending (13,427,736) (16,406,502)
Net Investment Income (Loss) (1,739,762,198) (357,912,195)
Other Income 13,919,576 16,507,453
Total Additions (Reductions) (1,036,208,177) 376,686,655
Deductions
Retirement Benefits 771,408,255 718,303,319
Refunds and Transfers of Member Contributions 30,314,007 32,149,383
Administrative Expenses 17,593,089 18,251,681
Depreciation Expense 2,030,877 1,242,050
Total Deductions 821,346,228 769,946,433
Net Increase (Decrease) (1,857,554,405) (393,259,778)
Net Assets Held in Trust For Pension Benefits
Beginning of Period 8,957,887,792 9,351,147,570
End of Period $ 7,00,333,387 $ 8,957,887,792

The accompanying notes are an integral part of these statements.
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Notes to Financial Statements

A. Plan Description

1. General Organization

The Louisiana State Employees' Retirement System (LASERS or the System) is the administrator of a
single-employer defined benefit pension plan, and is a component unit of the State of Louisiana
included in the State's Comprehensive Annual Financial Report (CAFR) as a pension trust fund. The
System was established by Section 401 of Title 11 of the Louisiana Revised Statutes (La. R.S. 11:401).

In accordance with Louisiana Revised Statutes, the System is subject to certain elements of oversight:

e The Commission on Public Retirement reviews administration, benefits, investments, and
funding of the public retirement systems.

e The operating budget of the System is subject to budgetary review and approval by the Joint
Legislative Committee on the Budget.

e The Legislative Auditor is responsible for the procurement of audits for the public retirement
systems and is authorized to contract with a licensed Certified Public Accountant (CPA) for
each audit.

In May 2002, the Governmental Accounting Standards Board issued Statement No. 39, Determining
Whether Certain Organizations Are Component Units which amended Statement No. 14, The Financial
Reporting Entity. The definition of the reporting entity is based primarily on the notion of financial
accountability. In determining financial accountability for legally separate organizations, the System
considered whether its officials appoint a voting majority of an organization’s governing body and
whether they are able to impose their will on that organization or if there is a potential for the
organization to provide specific financial burdens to or to impose specific financial burdens on the
System. The System also determined whether there are organizations that are fiscally dependent on
it. It was determined that there are no component units of the System.

2. Plan Membership

The System is one of several public retirement systems in Louisiana. Each system has specific
membership requirements established by legislation, with LASERS established for state officers,
employees, and their beneficiaries. =~ Other public employers report members who retained
membership in LASERS upon transfer to other public systems or as provided by specific legislation.
A summary of government employers and members participating in LASERS at June 30, 2009, and
2008, follows:
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2009 2008
Number of | Number of Number of | Number of
Type of Employer Employers Members Employers | Members
State Agencies 220 61,550 223 61,430
Other Public Employers 138 441 139 350
Total Employers 358 61,991 362 61,780
2009 2008
Number of Number of
Type of Active Members Members Members
Regular State Employees (Before July 2006) 38,188 41,320
Regular State Employees (After July 2006) 15,449 12,213
Corrections Primary Employees (Before 1986) 97 114
Corrections Primary Employees (After 1986) 781 867
Corrections Secondary 4,338 4,331
Wildlife Agents (Before 2003) 143 149
Wildlife Agents (After 2003) 80 73
Judges 333 309
Peace Officers 114 112
Legislators 18 20
Alcohol Tobacco Control 48 43
Active After DROP 2,402 2,229
Total Active Members 61,991 61,780
At June 30, 2009, and 2008, membership consisted of:
2009 2008
Active Members 61,991 61,780
Regular Retirees* 30,062 29,416
Disability Retirees* 2,631 2,669
Survivors 5,560 5,490
Vested & Reciprocals 1,947 1,824
Inactive Members Due Refunds 49,701 47,828
DROP Participants 2,683 2,643
Total Membership 154,575 151,650

* For actuarial purposes “Disability Retirees” includes members that LASERS considers “Regular
Retirees” because they have reached the normal retirement eligibility requirements.
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3. Funded Status and Funding Progress

Contributions to the System are determined through annual actuarial valuations. Administration of
LASERS is financed through contributions to the plan from members, the state of Louisiana, and
cumulative investment earnings. The schedule below reflects the funded status and progress of the
System for the fiscal year ended June 30, 2009.# Dollars are presented in thousands.

Actuarial
Actuarial Actuarial Accrued Unfunded UAAL asa
Valuation Value of Liability AAL Funded  Covered Percentage of
Date Assets (AAL) (UAAL) Ratio Payroll  Covered Payroll
(@) (b) (b-a) (a/b) (c) [(b-a)/c]
2009 $ 8,499,662 $ 13,986,847 $ 5,487,185 60.8% $ 2,562,576 214.1%

Actuarial valuations involve estimates of the value of reported amounts and assumptions about the
probability of events far into the future, and actuarially determined amounts are subject to continual
revision as actual results are compared to past expectations and new estimates are made about the
future. The required Schedule of Funding Progress located in required supplementary information
following the Notes to the Financial Statements presents multi-year trend information regarding
whether the actuarial value of plan assets are increasing or decreasing over time relative to the
actuarial accrued liabilities for benefits.

Additional information on the actuarial methods and assumptions used as of the June 30, 2009,
actuarial valuation follows:

Valuation Date June 30, 2009

Actuarial Cost Method Projected Unit Credit

Amortization Method —Closed by | For unfunded accrued liability prior to 1993:
Statute 4.5% increasing payment schedule to 2029

For unfunded accrued liability changes occurring between
1993-1998: Level dollar payment to 2029

For unfunded accrued liability changes occurring 1999-2003:
4.5% increasing payment schedule over 30 years, from date
of occurrence

For unfunded accrued liability changes occurring 2004 or
later: Level dollar payment over 30 years, from date of
occurrence

* The funded ratio referenced takes into account the initial unfunded accrued liability account (IUAL) and the Employer Credit Account
which is not the same funded ratio used in determining the projected employer contribution rate. The System’s funded ratio used for
funding purposes was 59.3% at June 30, 2009.
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Remaining Amortization Period 20 to 30 years, dependent upon the amortization method as
described above

Asset Valuation Method Utilizes a four-year weighted average of the unrealized gain
or loss in the value of all assets at market

Actuarial Assumptions:

Investment Rate of Return 8.25% per annum, net expenses
Inflation Rate 3.0% per annum
Mortality Mortality rates were projected based on the RPP-2000

Mortality Table for fiscal year 2009 and on the 1983 Sex
Distinct Graduated Group Annuity Mortality Table with
females set at attained age plus one for fiscal year 2008.

Termination, Disability and Termination, disability, and retirement assumptions
Retirement were projected based ona five-year (2003-2008)
experience study of the System's members.

Salary Increases Salary increases were projected based on a 2003-2008
experience study of the System's members. The salary
increase ranges for specific types of members are:

e Regular: 4.3% to 14.0%
e Judges: 3.0% to 5.5%
e Corrections:  4.0% to 15.0%
e Wildlife: 6.0% to 17.0%
Cost-of-Living Adjustments Liability for raises already granted is included in the retiree
reserve.

B. Defined Benefit Plan

1. Eligibility Requirements

All state employees, except those specifically excluded by statute, become members of the System’s
Defined Benefit Plan (DBP) as a condition of employment, unless they elect to continue as a
contributing member in any other retirement system for which they remain eligible for membership.
Certain elected officials and officials appointed by the Governor may, at their option, become
members of LASERS.

2. Retirement

The age and years of creditable service required in order for a member to retire with full benefits are
established by statute and vary depending on the member's employer and job classification. The
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substantial majority of members may retire with full benefits at ages ranging from any age upon
completing 30 years of creditable service to age 60 upon completing ten years of creditable service.
Additionally, members may choose to retire with 20 years of service at any age, with an actuarially
reduced benefit. The basic annual retirement benefit for substantially all members is equal to 2.5% of
average compensation multiplied by the number of years of creditable service.

Average compensation is defined as the member's average annual earned compensation for the
highest 36 consecutive months of employment. The maximum annual retirement benefit cannot
exceed the lesser of 100% of average compensation or a certain specified dollar amount of actuarially
determined monetary limits, which vary depending upon the member's age at retirement. Judges,
court officers, and certain elected officials receive an additional annual retirement benefit equal to 1%
of average compensation multiplied by the number of years of creditable service in their respective
capacity. As an alternative to the basic retirement benefits, a member may elect to receive their
retirement benefits under any one of six different options providing for reduced retirement benefits
payable throughout their life with certain benefits being paid to their designated beneficiary after
their death.

Act 75 of the 2005 Louisiana Regular Legislative Session changes retirement eligibility and final
average compensation for members who are eligible to begin participation in the DBP beginning July
1, 2006. Retirement eligibility for these members is limited to age 60, or thereafter, upon attainment
of ten years of creditable service. Final average compensation will be based on the member’s average
annual earned compensation for the highest 60 consecutive months of employment.

A member leaving employment before attaining minimum retirement age, but after completing
certain minimum service requirements, becomes eligible for a benefit provided the member lives to
the minimum service retirement age, and does not withdraw their accumulated contributions. The
minimum service requirement for benefits varies depending upon the member's employer and
service classification but generally is ten years of service.

Deferred Benefits

The State Legislature authorized LASERS to establish a Deferred Retirement Option Plan (DROP).
When a member enters DROP, their status changes from active member to retiree even though they
continue to work and draw their salary for a period of up to three years. The election is irrevocable
once participation begins. During DROP participation, accumulated retirement benefits that would
have been paid to each retiree are separately tracked. For members who entered DROP prior to
January 1, 2004, interest at a rate of one-half percent less than the System's realized return on its
portfolio (not to be less than zero) will be credited to the retiree after participation ends. At that time,
the member must choose among available alternatives for the distribution of benefits that have
accumulated in the DROP account. Members who enter DROP on or after January 1, 2004, are
required to participate in LASERS Self-Directed Plan (SDP) which is administered by a third-party
provider. The SDP allows DROP participants to choose from a menu of investment options for the
allocation of their DROP balances. Participants may diversify their investments by choosing from an
approved list of mutual funds with different holdings, management styles, and risk factors.
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Members eligible to retire and who do not choose to participate in DROP may elect to receive at the
time of retirement an initial benefit option (IBO) in an amount up to 36 months of benefits, with an
actuarial reduction of their future benefits. For members who select the IBO option prior to January
1, 2004, such amount may be withdrawn or remain in the IBO account earning interest at a rate of
one-half percent less than the System’s realized return on its portfolio (not to be less than zero).
Those members who select the IBO on or after January 1, 2004, are required to enter the SDP as
described above.

Disability Benefits

All members with ten or more years of credited service who become disabled may receive a
maximum disability retirement benefit equivalent to the regular retirement formula without
reduction by reason of age.

Upon reaching age 60, the disability retiree may receive a regular retirement benefit by making
application to the Board of Trustees.

Survivor's Benefits

Certain eligible surviving dependents receive benefits based on the deceased member's
compensation and their relationship to the deceased. The deceased member who was in state service
at the time of death must have a minimum of five years of service credit, at least two of which were
earned immediately prior to death, or who had a minimum of twenty years of service credit
regardless of when earned in order for a benefit to be paid to a minor or handicapped child. Benefits
are payable to an unmarried child until age 18, or age 23 if the child remains a full-time student. The
aforementioned minimum service credit requirement is ten years for a surviving spouse with no
minor children, and benefits are to be paid for life to the spouse or qualified handicapped child.

6. Supplemental Benefit Adjustments

Previous statutes allowed the Board of Trustees to make annual supplemental cost-of-living
adjustments (COLAs) each year when the System’s Actuary and the State Legislative Actuary
certified that LASERS was systematically approaching actuarial soundness, if such COLAs had not
already been enacted by the Legislature. The COLAs could not be greater than 3% in any year.
These adjustments were computed on the base retirement or survivors’ benefits. Benefit increases
occurred under the statutes in various years since 1970 and were limited to the 3% amount. In
addition, several other COLAs or supplemental benefit payments have occurred in the past as a
result of legislation, some being paid from investment income, and others being paid from funds
appropriated by the State Legislature. COLAs were granted in 1980, 1981, 1984, 1986 and 1991.

In 1992, Act 1031 created an Employee Experience Account to accumulate one-half of any returns
above the target return rate of 8.25%. Such accumulations are offset when returns did not meet the
target rate. In 1999, additional legislation was added to provide a permanent mechanism and
guidelines for COLAs.

Act 900 of the 2001 Regular Session provided legislation for a minimum retirement benefit funded by
the Employee Experience Account. The minimum retirement benefit was designed to increase
benefits for those members who had been retired the longest and were receiving a relatively small
benefit. The Employee Experience Account provided COLAs in 1996 and 1998 through 2002.
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In 2001, Act 1016 provided for an additional 1% COLA when the actuarial return exceeded 8.25%.
Beginning with the 2002 fiscal year, Act 1016 legislation limited the COLA to the first $70,000 of a
member’s benefit and provided for the $70,000 to be increased each year in an amount equal to any
increase in the consumer price index (U.S. city average for all urban consumers [CPI-U]) for the
preceding year. In addition, the legislation provided that any COLA increase shall begin on July 1st
following legislative approval.

Act 588 of the 2004 Regular Session made significant changes to prospective funding for COLAs. The
outstanding balance of changes in liabilities from 1993-1998 were re-amortized as a level dollar
amount through 2029. The amortization period for changes in liabilities beginning with 1999 were
extended to a thirty-year period from the date of occurrence, in accordance with GASB. A minimum
employer contribution rate of 15.5% and an Employer Credit Account were established for excess
contributions. Act 588 also reset the Employee Experience Account to zero and thereafter limited the
account balance to no more than the reserve for two COLAs. The Employer Credit Account’s
purpose was to accumulate the excess of the minimum rate of 15.5% over the actuarially required
employer contribution for the fiscal year and accumulate interest at the actuarial rate of return
earned annually by the System.

The process for granting COLAs was also changed by Act 588. Under Act 588, the Board of Trustees
could not grant a COLA increase unless it has been approved by the Legislature by a concurrent
resolution adopted by the favorable vote of a majority of the elected members of each house.
LASERS Board of Trustees could recommend to the Legislature that a COLA increase be granted if
the Employee Experience Account is sufficient to fund such a benefit fully on an actuarial basis, as
determined by the System’s Actuary. Pursuant to this revised system, COLAs were granted and
funded by the Employee Experience Account in 2006, 2007, and 2008.

Act 144 of the 2009 Regular Session granted a minimum benefit COLA to qualifying retirees,
beneficiaries, and survivors with a monthly benefit below $1,200. These benefits were funded by the
Employee Experience Account.

Note K. Subsequent Events provides information on Act 497 of the 2009 Regular Session which
establishes new requirements for granting a COLA or Permanent Benefit Increase.

C. Defined Contribution Component

Optional Retirement Plan

In 1999, an Optional Retirement Plan (ORP) was established as a defined contribution component of
LASERS for certain unclassified employees who otherwise would have been eligible to become
members of LASERS. The ORP provides retirement and death benefits to eligible participants while
affording the maximum portability of these benefits to the participants. Investment options for
participants are established by the third party ORP provider and selected by the participant. ORP
balances are held by the ORP provider in each participant’s name. These balances are included in
LASERS total investments on the Statements of Plan Net Assets. Participants are vested in all funds
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submitted to the ORP provider by LASERS. The ORP does not contain special provisions for
disability benefits. Death benefits are paid by the provider in accordance with Internal Revenue
Code provisions. All other benefit obligations are the sole obligation of the ORP. The ORP was
closed to new members on December 7, 2007. At June 30, 2009, and 2008, membership consisted of:

2009 2008
Number of Members 124 132
Fair Value of Assets $ 4,517,369 $ 5,057,442

Summary of Significant Accounting Policies

Basis of Accounting

LASERS financial statements are prepared in conformity with accounting principles generally
accepted in the United States of America using the accrual basis of accounting. Revenues are
recognized in the accounting period in which they are earned and expenses are recognized in the
period incurred. Investment purchases and sales are recorded as of their trade date. State General
Fund appropriations are recognized in the period when they are appropriated. Employer and
member contributions are recognized when due, pursuant to formal commitments, as well as
statutory or contractual requirements. Administrative expenses are funded through contributions to
the plan from members, the State of Louisiana, and cumulative investment earnings and are subject
to budgetary control of the Board of Trustees and the Joint Legislative Committee on the Budget.
Benefits and refunds are recognized when due and payable in accordance with the terms of the
System.

Securities Lending

The System records collateral received under its securities lending agreement where the system has
the ability to spend, pledge, or sell the collateral without borrower default. Liabilities resulting from
these transactions are also reported. For the fiscal year ended June 30, 2009, the security lending cash
collateral pool is reported at the market value of the underlying securities. In prior years, LASERS
belonged to a commingled cash collateral pool which governmental accounting standards allowed
underlying securities to be carried at cost. Security lending income and expenses are reported as
investment income and expenses in the accompanying financial statements. The statement of net
assets does not include detailed holdings of securities lending collateral by investment classification.

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 assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of additions to and deductions from plan
net assets during the reporting period. Actual results could differ from those estimates. The
retirement system utilizes various investment instruments, which, by nature, are exposed to a variety
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of risk levels and risk types, 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 those changes could materially affect
the amounts reported in the Statements of Plan Net Assets.

Method Used to Value Investments

As required by GASB No. 25, Financial Reporting for Defined Benefit Pension Plans and Note Disclosures
for Defined Contribution Plans, investments are reported at fair value. Short-term investments are
reported at market value when published prices are available, or at cost, which approximates
fair value. Securities traded on a national or international exchange are valued at the last reported
sales price at the current exchange rate. Mortgage securities are valued on the basis of estimated
future principal and interest payments, and are discounted at prevailing interest rates for similar
instruments. The fair value of investments that are organized as limited partnerships and have no
readily ascertainable fair value (such as private equity, real estate, and tangible assets) has been
determined by management based on the individual investment’s capital account balance, reported
at fair value, at the closest available reporting period, adjusted for subsequent contributions,
distributions, and management fees. Because of the inherent uncertainties in estimating fair values, it
is at least reasonably possible that the estimates will change in the near-term. Investments that do
not have an established market are reported at estimated fair value. Unrealized gains and losses are
included as investment earnings in the Statements of Changes in Net Assets.

Property and Equipment

Property and equipment are reported at historical cost. Depreciation is computed using the straight-
line method based upon useful lives of 40 years for building, and 3 to 15 years for equipment and
furniture. The capitalization thresholds of property and equipment for the year ended June 2009
were:

e Computer Software Developed or Modified Internally: $1,000,000
e Movable Property and Equipment: $1,000

A capital outlay project was initiated in 2004 to fund the acquisitions and development of a new
pension administration system, State of Louisiana Retirement Information System or SOLARIS,
consisting of computer hardware, software, and supporting applications and networks. This project
was completed and the software is operational. Remaining expenses associated with the project are
for vendor provided support. Additional information on the Capital Outlay Project is provided in
Note I Capital Outlay Project.

LASERS is a 50% co-owner of the Louisiana Retirement Systems building and related land with
Teachers' Retirement System of Louisiana. LASERS interest in the building and land is reflected in
the following schedules.
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Changes in Property and Equipment
For Period Ending June 30, 2009
Deletions/
June 30,2008 Additions Transfers June 30, 2009

Asset Class (at Cost)

Land $ 858,390 $ - $ - $ 858,390
Building 5,476,157 38,195 - 5,514,352
Storage 24,104 - (24,104) -
Furniture and Equipment 10,231,776 5,921,743 (2,517,781) 13,635,738
Capital Outlay Project - WIP* 5,632,338 - (5,632,338) -
Total Property and Equipment 22,222 765 5,959,938 (8,174,223) 20,008,480

Accumulated Depreciation

Building and Storage (2,554,905) (138,393) 24,104 (2,669,194)
Furniture and Equipment (4,828,544) (1,892,484) 2,492,584 (4,228,444)
Total Accumulated Depreciation (7,383,449) (2,030,877) 2,516,688 (6,897,638)

Total Property and Equipment - Net $ 14,839,316 $ 3,929,061 $ (5,657,535) $ 13,110,842

Changes in Property and Equipment
For Period Ending June 30, 2008
Deletions/
June 30,2007 Additions Transfers June 30, 2008

Asset Class (at Cost)

Land $ 858,390 $ - $ - $ 858,390
Building 5,283,493 192,664 - 5,476,157
Storage 24,104 - - 24,104
Furniture and Equipment 5,189,787 5,295,394 (253,405) 10,231,776
Capital Outlay Project - WIP* 8,616,908 2,210,634 (5,195,204) 5,632,338
Total Property and Equipment 19,972,682 7,698,692 (5,448,609) 22,222 765

Accumulated Depreciation

Building and Storage (2,418,636) (136,269) - (2,554,905)
Furniture and Equipment (3,974,145) (1,105,781) 251,382 (4,828,544)
Total Accumulated Depreciation (6,392,781) (1,242,050) 251,382 (7,383,449)

Total Property and Equipment - Net $ 13,579,901 $ 6,456,642 $ (5,197,227) $ 14,839,316

(Note: For 2008, $5,195,204 was transferred from Capital Outlay Project Work in Progress to Furniture
and Equipment.)
* WIP - work in process
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6. Accumulated Leave

The employees of the System accumulate unlimited amounts of annual and sick leave at varying rates
as established by state regulations. Upon resignation or retirement, unused annual leave of up to 300
hours is paid to an employee at the employee’s current rate of pay. Upon retirement, unused annual
leave in excess of 300 hours and sick leave are credited at the current pay rate as earned service in
computing retirement benefits. The liability for accrued annual leave of up to 300 hours is included
in other liabilities in the Statements of Plan Net Assets.

7. Reclassifications

Certain prior year amounts have been reclassified to conform to current year presentation. These
reclassifications had no effect on net assets held in trust for pension benefits or the net decrease in
plan net assets.

E. Contributions

1. Member Contributions

Member contribution rates for the System are established by La. R.S. 11:62. Member contributions are
deducted from a member’s salary and remitted to the System by participating employers. The rates
in effect during the years ended June 30, 2009, and 2008, for the various types of members are as

follows:
Percent of Earned
Compensation

Type of Member 2009 2008
Alcohol, Tobacco, and Control Employees 9.0% 9.0%
Appellate Law Clerks (hired July 1, 2006, or later) 7.5% 7.5%
Appellate Law Clerks II (hired prior to July 1, 2006) 8.0% 8.0%
Bridge Police Employees for the Crescent City
Connection 8.5% 8.5%
Clerk of the House of Representatives and Secretary
of the Senate 9.5% 9.5%
Correctional Officers, Security Personnel, and
Probation Officers 9.0% 9.0%
Legislature, Governor, Lieutenant Governor, Judges,
and Court Officers 11.5% 11.5%
Peace Officers 9.0% 9.0%
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Percent of Earned

Compensation
Type of Member 2009 2008
Regular Members (hired July 1, 2006, or later) 8.0% 8.0%
Regular Members (hired prior to July 1, 2006) 7.5% 7.5%
Special Legislative Employees 9.5% 9.5%
State Treasurer 7.5% 7.5%
Wildlife Agents 9.5% 9.5%

A member’s claim is established for member contributions less amounts transferred to reserves for
retirement and amounts refunded to terminated members. If a member leaves covered employment
or dies before any benefits become payable on their behalf, the accumulated contributions may be
refunded to the member or their designated beneficiary. Similarly, accumulated contributions in
excess of any benefits paid to a member or their survivors are refunded to the member's beneficiary
or their estate upon cessation of any survivor's benefits.

Employer Contributions

The employer contribution rate is established annually under La. R.S. 11:101-11:104 by the Public
Retirement Systems’ Actuarial Committee (PRSAC), taking into consideration the recommendation of
the System’s Actuary. Rates for the years ended June 30, 2009, and 2008, are as follows:

2009 2008

Percent of Member's Earned Compensation 18.5% 20.4%

. Deposits and Investment Risk Disclosures

Deposit and Investment Risk Disclosures

The tables presented on the following pages include disclosures of custodial, interest rate, credit, and
foreign currency risks in accordance with GASB 40, and are designed to inform financial statement
users about investment risks that could affect the System’s ability to meet its obligations. These
tables classify investments by risk type, while the financial statements present investments by asset
class; thus, the totals shown on the tables may not be comparable to the amounts shown for the
individual asset classes on the financial statements.
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2. Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of bank failure, the System’s deposits
may not be returned. The System does not have a formal deposit policy for custodial credit risk. All
noninvestment-related bank balances at year end were insured or collateralized by the pledge of
government securities held by the agents in the entity’s name. Deposits held in investment related
bank accounts were neither insured nor collateralized for amounts in excess of FDIC insurance limits.
As of June 30, 2009, the System’s cash deposits in investment related bank accounts in the U.S. were
less than FDIC insurance limits; however, LASERS had uninsured cash in non-U.S. banks in the
amount of $6,377,820 for investments pending settlement.

Custodial credit risk for investments is the risk that, in the event of the failure of the counterparty, the
pension trust fund will not be able to recover the value of its investments, or collateral securities that
are in the possession of an outside party. Investment securities are exposed to custodial credit risk if
the securities are uninsured, are not registered in the name of the government, and are held by either:
a) the counterparty or b) the counterparty’s trust department or agent but not in the government’s
name. LASERS had no custodial credit risk for investments as of June 30, 2009.

3. Concentration of Credit Risk

Concentration of credit risk is the “risk of loss attributed to the magnitude of investments in a single
issuer.” The risk occurs “when investments are concentrated in any one issuer that represents 5% or
more of plan net assets.” Investments issued or explicitly guaranteed by the U.S. Government and
investments in mutual funds, external investment pools, and other pooled investments are excluded
from this requirement. The System has no investments of any single organization (other than those
issued or guaranteed by the U.S. Government) that represent 5% or more of the System's net plan
assets, nor does the System hold more than 5% of any corporation's stock.

4. Credit Risk

Credit risk is the risk that a borrower will be unable to meet its obligation. The overall average
quality of each core fixed income portfolio shall be rated AA by Standard and Poor’s or higher. Non-
rated issues or issues below investment grade (below BBB) may be purchased up to a maximum of
15% of each core fixed income portfolio. These quality restrictions will not apply to a manager that is
hired by LASERS to manage dedicated high-yield fixed income portfolios. The average duration
shall not differ from the passive benchmark’s duration by more than two years.

In preparing this report, credit risk associated with all fixed income holdings including collateral for
repurchase agreements and securities lending collateral has been included. The System’s exposure to
credit risk as of June 30, 2009, and 2008, is as follows:
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Fair Value Percent Fair Value Percent
Rating 2009 2009 2008 2008

A $ 9,892,762 0.4% 998,750 0.0%
A- 815,713 0.0% - 0.0%
A+ 1,103,170 0.0% - 0.0%
Al 113,117,746 4.0% 156,770,308 3.9%
A2 244,819,297 8.7% 37,211,021 0.9%
A3 43,790,762 1.6% 18,948,910 0.5%
AAl 25,807,790 0.9% 9,630,916 0.2%
AA2 217,556,648 7.8% 96,960,220 2.4%
AA3 108,829,186 3.9% 10,637,018 0.3%
AA 1,157,342 0.0% 6,160,117 0.2%
AA- 1,303,192 0.0% - 0.0%
AA+ 5,687,094 0.2% - 0.0%
AAA 841,723,101 30.0% 1,120,110,524 27.8%
B1 91,484,754 3.3% 86,642,517 2.2%
B2 68,764,021 2.5% 64,718,794 1.6%
B3 88,478,753 3.2% 93,798,178 2.3%
B 24,417,263 0.9% - 0.0%
B- 6,488,912 0.2% - 0.0%
BB 868,101 0.0% - 0.0%
BB- 296,931 0.0% - 0.0%
BA1l 40,063,673 1.4% 30,887,540 0.8%
BA2 51,537,352 1.8% 27,845,957 0.7%
BA3 84,207,025 3.0% 83,514,809 2.1%
BAA1 82,649,164 2.9% 44,094,385 1.1%
BAA2 34,304,979 1.2% 31,423,163 0.8%
BAA3 49,353,605 1.8% 35,488,578 0.9%
BBB 2,320,805 0.1% - 0.0%
BBB+ 736,704 0.0% - 0.0%
C 3,970,230 0.1% 165,585 0.0%
CA 21,786,249 0.8% 1,108,891 0.0%
CAA1 106,079,609 3.8% 65,947,968 1.6%
CAA2 54,723,585 2.0% 14,971,831 0.4%
CAA3 16,477,259 0.6% 4,037,563 0.1%
CCcC 7,540,506 0.3% - 0.0%
CCC+ 447,500 0.0% - 0.0%
D 95,091 0.0% - 0.0%
P-1 32,922,890 1.2% 144,004,914 3.6%
Non-rated 302,592,505 10.8% 49,625,368 1.2%
Securities Lending
Commingled Collateral Pool 17,885,922 0.6% 1,786,521,801 44.4%
Total Fixed Income $ 2,806,097,191 100.0% $ 4,022,225,626 100.0%
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5. Interest Rate Risk

Interest rate risk is the risk from changes in interest rates adversely affecting the fair value of an
investment. LASERS has no formal interest rate risk policy. LASERS, as expressed in its Investment
Policy, expects its fixed income managers to approximate the portfolio’s duration (a measure of a
debt investment’s exposure to fair value changes arising from interest rates) to within two years of its
respective benchmark. Investments with fair values that are highly sensitive to interest rate changes
may contain terms that increase the sensitivity of their fair values.

As of June 30, 2009, and 2008, the System had the following domestic and foreign debt investments
and maturities:

Investment Maturities (in Years)

Fair Value Less Greater

Type 2009 Than 1 1-5 6-10 Than 10
U.S. Government Obligations $ 108,212,273  $ 1,343,020 $ 23708076 $ 56235522 % 26,925,655
U.S. Agency Obligations 410,637,537 - 25,992,020 53,181,570 331,463,947
Mortgages 541,773,205 290,813,655 1,681,249 3,699,576 245,578,725
Corporate Bonds 1,292,535,408 554,805,047 347,561,811 326,142,535 64,026,015
Other Bonds 296,400,750 30,584,134 88,537,776 101,501,620 75,777,220
Commercial Paper and Other 104,413,791 103,711,947 701,844 : .
Short-term Investments
Securities Lending Commingled
Collateral Pool 17,885,922 17,885,922
Repurchase Agreements 32,621,244 32,621,244 - = =
Bond Mutual Funds 1,617,061 -
Total Debt Investments $ 2806097191 $ 1,031,764969 $ 488,182,776 $ 540,760,823 $ 743,771,562

Investment Maturities (in Years)
Fair Value Less Greater

Type 2008 Than 1 1-5 6-10 Than 10
U.S. Government Obligations $ 82158489  $ -5 6457534 $ 19,788,194 § 55,912,761
U.S. Agency Obligations 442 952,742 15,117,184 20,975,297 44,274,218 362,586,043
Mortgages 169,599,603 7,712,578 - 2,277,281 159,609,744
Corporate Bonds 622,298,234 24,320,504 224 473,968 315,500,663 58,003,099
Other Bonds 478,923,750 2,269,318 249,836,446 169,472,198 57,345,788

Commercial Paper and Other

434,203,918 366,292,459 67,911,459 - -
Short-term Investments
Securities Lending Commingled
1,786,521,801 1,786,521,801
Collateral Pools
Bond Mutual Funds 5,567,089 - . ,
Total Debt Investments $ 4022225626 $ 2202233844 $ 569,654,704 $ 551312554 $ 693,457,435
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6. Foreign Currency Risk

Foreign currency risk is the potential risk for loss due to changes in exchange rates. Cash held by the
manager may be in U.S. dollar or foreign currencies of the manager’s choice. Managers may purchase
or sell currency on a spot basis to accommodate securities settlements. Managers may enter into
forward exchange contracts on currency provided that use of such contracts is designed to dampen
portfolio volatility or to facilitate the settlement of securities transactions.

Currency contracts may be utilized to either hedge the portfolio’s currency risk exposure or in the
settlement of securities transactions.

The fair value of securities held in a foreign currency at June 30, 2009, and 2008, is as follows:

Global Bonds ~ Global Stock Cash Private Equity ~ Total Fair Value
Currency 2009 2009 2009 2009 2009
Australian Dollar $ 26,186,438  $ 73919913 § 402,672 $ - % 100,509,023
Brazilian Real - 3,937,064 78,106 - 4,015,170
British Pound Sterling - 171,707,691 102,055 - 171,809,746
Canadian Dollar - 80,004,368 206,020 - 80,210,388
Czech Koruna - - 62,386 - 62,386
Danish Krone - 10,027,584 48 461 - 10,076,045
Euro 96,580,445 287,755,963 1,674,169 6,361,382 392,371,959
Hong Kong Dollar - 25,032,641 47,038 - 25,079,679
Hungarian Forint - - 1,080 - 1,080
Israeli Shekel - - 1,842 - 1,842
Japanese Yen 95,504,050 257,948,130 2,153,787 - 355,605,967
Malaysian Ringlet - 786,463 111,219 - 897,682
Mexican Peso 15,058,077 325,303 2,850 - 15,386,230
New Zealand Dollar - 488,363 11,844 - 500,207
Norwegian Krone - 6,479,114 55,885 - 6,534,999
Polish Zloty 25,318,169 35,503 177,493 - 25,531,165
Singapore Dollar 497,378 32,192 811 96,920 - 32,787,109
South African Rand - 367,995 483 - 368,478
South Korean Won - 10,280,448 78,978 - 10,359,426
Swedish Krona - 17,638,151 734,219 - 18,372,370
Swiss Franc - 71,882,309 291,821 - 72,174,130
Thailand Baht - 885,231 38,492 - 923,723
Total $ 259144557 $ 1,051,69,045 $ 6377820 $ 6,361,382 $ 1,323,578,804
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Global Bonds  Global Stock Cash Total Fair Value
Currency 2008 2008 2008 2008
Australian Dollar $ - % 95,049,823 $ 56,574 95,106,397
Brazilian Real - 172,516 17,814 190,330
British Pound Sterling 42,443,319 230,856,062 1,059,257 274,358,638
Canadian Dollar - 83,039,323 91,752 83,131,075
Danish Krone - 11,024,329 224 553 11,248,882
Euro 184,233,606 477,684,604 1,027,359 662,945,569
Hong Kong Dollar - 19,614,832 137,030 19,751,862
Hungarian Forint - - 24 383 24 383
Iceland Krona - - - -
Israeli Shekel - 230,829 2,156 232,985
Japanese Yen 175,028,336 259,080,352 1,953,045 436,061,733
Malaysian Ringlet - - 3,056 3,056
Mexican Peso 20,275,708 1,834,062 895,020 23,004,790
New Zealand Dollar - 475,111 10,352 485,463
Norwegian Krone - 10,483,235 38,928 10,522,163
Polish Zloty - - 2,011 2,011
Singapore Dollar - 17,029,691 136,586 17,166,277
South Korean Won - 1,179,545 - 1,179,545
Swedish Krona - 17,722,933 119,870 17,842,803
Swiss Franc - 91,857,246 40,323 91,897,569
Thailand Baht - - 33,511 33,511
Total $ 421,980,969 $1,317,334,493 $ 5,873,580 $ 1,745,189,042

Foreign investments denominated in U.S. currency such as American Depository Receipts (ADRs)
and Yankee bonds do not carry foreign currency risk; therefore, are not included in the tables above.
LASERS Investment Guidelines, some of which are noted in Note G. Cash and Investments, are
designed to mitigate the risks discussed above.

G. Cash and Investments

1. Cash and Cash Equivalents

Cash and cash equivalents include cash deposited in banks and short-term repurchase agreements.
Cash is insured by the Federal Deposit Insurance Corporation up to $250,000, and cash equivalents
are collateralized by the pledge of government securities held by the agents in the entity’s name.
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2. Short-Term Investments

Short-term funds may be invested in direct U.S. Government obligations such as U.S. Treasury Bills
or repurchase agreements, which are fully collateralized by U.S. Treasury issues. Excess cash may
also be invested in the LASERS Active Reserve Account and LASERS Late Money Deposit Account or
negotiable certificates of deposit, or other short-term investment vehicles designated by the Board.

Investments

Louisiana state law (La. R.S. 11:261-269) provides for the fiduciary and investment responsibilities of
LASERS. La. R.S. 11:263 states that the prudent man rule shall apply to all investments of LASERS.
This law specifically requires management of LASERS to exercise the judgment and care under the
circumstances prevailing that a prudent institutional investor would use in the conduct of an
enterprise of a like character with like aims.

La. R.S. 11:267(C) provides that the System may invest up to 65% of its total assets in equities. This is
modified by the directive that the System invest an amount equal to at least 10% of its total equity
portfolio in one or more index funds in accordance with La. R.S. 11:267(B)(1)(a). In addition, LASERS
Board of Trustees has adopted certain investment policies, objectives, rules, and guidelines that
are intended to protect and preserve LASERS assets while targeting a 8.25% nominal rate of return.

The following table presents the System’s depreciation in investments at June 30, 2009, and 2008:

2009 2008
Unrealized gains/(losses) on investments
during the year $ (1,383,128,940) $  (1,064,807,622)
Realized gains/(losses) on investments
including currency sold during the year (538,393,070) 517,826,277
Total $ (1,921,522,010)0 $ (546,981,345)
Domestic Equity

Domestic equity purchases are limited to publicly traded common stocks. Exceptions shall be
approved by the Board in advance. No single holding shall account for more than 6% of the allowable
equity portion of the portfolio at market value.

LASERS domestic equity portfolios are expected to be fully invested. No single holding in LASERS
portfolio shall account for more than 5% of the outstanding common stock of any one corporation.
No more than 10% of a manager’s domestic equity portfolio may consist of cash or cash equivalents.
Additionally, no single holding across all actively managed portfolios of an investment management
firm shall account for more than 15% of the outstanding common stock of any one corporation.

The purchase of stocks or convertibles in foreign companies which are publicly traded securities may
be held by each domestic stock manager in proportions which each manager shall deem appropriate,
up to 10% of the portfolio at market value. Convertible bonds, convertible preferred stocks, warrants
and rights may be purchased as equity substitutes so long as they meet the equity guidelines listed
above.
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5. International Equity

Short-term reserves may be held in U.S. dollar-denominated, local currency securities, or investment
vehicles available through the System's custodian. Managers may purchase or sell currency on a spot
basis to accommodate security settlements. Managers may enter into forward exchange contracts on
currency provided that use of such contracts is designed to dampen portfolio volatility or to facilitate
the settlement of security transactions.

LASERS international equity portfolios are expected to be fully invested. No more than 10% of a
manager’s international equity portfolio may consist of cash or cash equivalents. Equity securities
should be issued by non-U.S. corporations, although the manager has latitude to hold U.S. securities
provided that such investment is consistent with attainment of the portfolio's investment objectives
and does not exceed 10% of the portfolio's market value. American Depository Receipts (ADRs) do
not count toward this 10% limitation.

The number of issues held and their geographic or industry distribution shall be left to the
investment manager provided that equity holdings in any one company (including common stock
and convertible securities) do not exceed 6% of the market value of the manager's portion of LASERS
portfolio. Additionally, bonds of the companies in question would be included in LASERS exposure
calculation if held in the manager's portfolio.

Managers with established international equity mandates may invest up to 10% of their portfolio(s)
in the emerging markets, as defined by the MSCI EM Index. Managers with an emerging markets
equity mandate are expected to invest in the emerging (non-established) markets, subject to the
guidelines listed above.

6. Domestic Fixed Income

Domestic fixed income investments may include U.S. Government and Federal Agency obligations,
corporate bonds, debentures, commercial paper, certificates of deposit, Yankee bonds, mortgage-
backed securities, and senior secured debt and other instruments deemed prudent by the investment
managers. No more than 6% of the market value of LASERS domestic fixed income assets may be
invested in the debt securities of any one issuer. No limitations on issues and issuers shall apply to
obligations of U.S. Government and Federal Agencies.

The overall average quality of each fixed income portfolio shall be rated AA by Standard and Poor’s
or higher. Split-rated securities will be measured using Standard and Poor’s ratings. Non-rated
issues or issues below investment grade (below BBB) may be purchased up to a maximum of 15% of
the portfolio. These quality restrictions will not apply to a manager that is hired by LASERS to
manage dedicated high-yield fixed income portfolios.

The diversification of securities by maturity, quality, sector, coupon and geography is the
responsibility of the manager. Active bond management is encouraged, as deemed appropriate by
the investment managers. The average duration (interest rate sensitivity) of an actively managed
portfolio shall not differ from the passive benchmark’s duration by more than two years.

Investments in mortgage-backed securities shall have the characteristics of fixed income securities
and be responsive to changes in domestic interest rate changes, as well as other factors that affect the
credit markets and mortgage investments. The investment managers are responsible for making an
independent analysis of the credit worthiness of securities and their suitability as investments for the
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Plan, and shall adhere to the specific investment, security, diversification limits and administrative
guidelines established in the investment management agreement(s).

High-yield fixed income managers may invest up to 20% of their portfolios in non-U.S. fixed income
securities. They shall perform careful credit analysis to mitigate losses from defaults. Investments
should be diversified across sector, industry, sub-industry and market to mitigate losses. No more
than 6% of market value of the system’s high yield assets may be invested in the debt securities of
any one issuer.

Global Fixed Income

The global bond portfolio may hold no more than 30% of its assets, at market value, in the debt
securities of any single foreign government or non-U.S. government entity. No single non-
government debt security shall constitute more than 6% of the global bond portfolio, at market value.
Securities issued by AAA rated supranational organizations (such as the World Bank) shall be
considered to be government equivalents.

Short-term reserves may be held in U.S. dollar-denominated or local currency securities or
investment vehicles available through LASERS custodian.

Managers may enter into forward exchange contracts on currency provided that use of such contracts
is designed to dampen portfolio volatility rather than leverage portfolio risk exposure. Currency
contracts may be utilized to either hedge the portfolio’s currency risk exposure or in the settlement of
securities transactions. Managers may purchase or sell currency on a spot basis to accommodate
securities settlements. Decisions as to the number of issues held and their geographic distribution
shall be the responsibility of the investment manager.

The overall average quality of each global fixed income portfolio shall be AA or higher. Non-rated
issues may be purchased, provided that in the judgment of the manager, they are of a quality
sufficient to maintain the average overall portfolio quality of AA or higher. Issues below investment
grade (below BBB) and/or mortgage backed securities may be purchased up to a maximum of 15% of
the portfolio. The average duration (interest rate sensitivity) of a global fixed income portfolio shall
not differ from the passive benchmark by more than two years.

Derivatives

During the fiscal years 2009 and 2008, the System invested in collateralized mortgage obligations
(forms of mortgage-backed securities) and forward foreign exchange contracts. The System reviews
market value of all securities on a monthly basis. Derivative securities are held in part to maximize
yields and in part to hedge against a rise in interest rates.

a. Collateralized mortgage obligations (CMOs) are bonds that are collateralized by whole loan
mortgages, mortgage pass-through securities, or stripped mortgage-backed securities. Income is
derived from payments and prepayments of principal and interest generated from collateral
mortgages. Cash flows are distributed to different investment classes or tranches in accordance
with that CMOs established payment order. Some CMO tranches have more stable cash flows
relative to changes in interest rates than others that can be significantly sensitive to interest rate
fluctuations. In a declining interest rate environment, some CMOs may be subject to a reduction
in interest payments as a result of prepayments of mortgages which make up the collateral pool.
Reductions in interest payments cause a decline in cash flows and, thus, a decline in market value
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of the CMO security. Rising interest rates may cause an increase in interest payments, thus an
increase in the value of the security.

A currency forward is a contractual agreement between two parties to pay or receive specific
amounts of foreign currency at a future date in exchange for another currency at an agreed upon
exchange rate. Forward commitments are not standardized, and carry counterparty risk.
Forwards are usually transacted in the over-the-counter market. These transactions are entered
into in order to hedge risks from exposure to foreign currency rate fluctuation. They are entered
into with the foreign exchange department of a bank located in a major money market.
Recognition of realized gain or loss depends on whether the currency exchange rate has moved
favorably or unfavorably to the contract holder upon termination of the contract. Prior to

termination of the contract, the System records the unrealized translation gain or loss.

Investments in limited partnerships and commingled funds may include derivatives that are not
shown in the derivative totals. The following tables represent the fair value of all open currency
forwards at June 30, 2009, and 2008:

2009 Currency
Sold Purchased US Dollar Value  Payable Base Receivable Base =~ Unrealized
at Trade Date Market Value Market Value Gain (Loss)
Euro Currency British Pound Sterling  $ 41,298519 $ (44,416,501) $ 46,395,646 $ 1,979,145
British Pound Sterling  Euro Currency 3,386,141 (3,376,789) 3,323,323 (53,466)
South Korean Won U.S. Dollars 540,875 (541,406) 540,875 (531)
U.S. Dollars Hong Kong Dollars 89,336 (89,336) 89,336 -
U.S. Dollars Japanese Yen 257,250 (257,250) 254,721 (2,529)
U.S. Dollars South Korean Won 748,157 (748,157) 748,891 734
U.S. Dollars Norwegian Krone 61,041 (61,041) 60,742 (299)
U.S. Dollars Thailand Baht 155,480 (155,480) 155,084 (396)
Total $ 46,536,799 $  (49,645,960) 51,568,618 $ 1,922,658
2008 Currency
Sold Purchased US Dollar Value  Payable Base Receivable Base  Unrealized
at Trade Date Market Value Market Value Gain (Loss)
U.S. Dollars Euro Currency $ 1,474569 $ (1,474,569) 1,490,298 % 15,729
British Pound Sterling  U.S. Dollars 52,717,121 (52,972,418) 52,717,121 (255,297)
Euro Currency U.S. Dollars 80,595,237 (81,291,490) 80,595,237 (696,253)
U.S. Dollars British Pound Sterling 1,813,570 (1,813,570) 1,841,906 28,336
Total $ 136,600497 $ (137,552,047) 136,644,562 $ (907,485)
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9.

10.

Real Estate

Real estate investments are limited to a direct investment in the property located at the intersection of
Essen Lane and United Plaza Boulevard in Baton Rouge, Louisiana. Stock and stock funds comprised
of real estate investments trusts (REITS) are also allowed.

Alternative Investments

Investments in alternatives include, but are not limited to private equity, absolute return (hedge
funds) and global tactical asset allocation which have a target allocation of 25% of total fund assets.
Investment strategies may include buyouts or corporate restructuring, venture capital, secondary
investments, distressed securities, mezzanine, and energy and natural resources. The total
commitments and total amount invested for alternative investments on a cost basis as of June 30,
2009, and 2008, respectively:

Alternatives Investments 2009 2008

Commitments

Private Equity

1,893,400,789

1,633,400,789

Absolute Return 671,000,000 746,000,000
Risk Parity 370,000,000 450,000,000
Total Commitments 2,934,400,789 2,829,400,789
Amount Invested (cost basis)

Private Equity 838,911,850 664,112,420
Absolute Return 667,706,673 696,266,698
Risk Parity 347,991,010 450,000,000
Total Invested (cost basis) 1,854,609,533 1,810,379,118

LASERS shall endeavor to systematically commit additional funds to this asset class over time as it
becomes under-represented relative to the LASERS target asset allocation. LASERS shall attempt to
commit up to 200% of its target weighting to private equity investments to help ensure that the
funded portion of the investments approximates the target allocation.

LASERS shall only invest in alternative assets when there is complete transparency and policy
compliance reporting. The Board of LASERS recognizes that alternative assets are potentially more
risky than other investments of the Fund. As such, extra care shall be taken in evaluating and fully
understanding all aspects on an alternative investment opportunity.

LASERS initial investment in a partnership/fund shall not exceed 25% of the committed capital of
that partnership/fund. All investments must have a mechanism for exit.

No more than 25% of the alternative asset investment allocation may be invested with a single
manager, general partner, or single fund, with the exception of a fund-of-funds. Preference will be
given to those funds where the general partner is contributing at least 1% of the total fund.
References on a general partner must be checked prior to investing in a fund.

Louisiana State Employees’ Retirement System



Financial Section

H. Securities Lending Program

State Statutes and the Board’s policies permit the system to make short-term collateralized loans of its
securities to broker-dealers and other entities in order to earn incremental income. LASERS has
contracted with its custodian, BNY Mellon, to lend domestic and international equity and debt
securities. The majority of security loans can be terminated on demand by either LASERS or the
borrower. Collateral in the form of cash or other securities is required for 102% of the fair value of
domestic or sovereign debt, and 105% of the fair value of international securities excluding sovereign
debt loaned. Since the majority of the loans are terminable at will, their duration does not generally
match the duration of the investments made with the cash collateral.

Due to the disruptions in the credit markets beginning in the fall of 2008, prices of several securities
experienced declines. LASERS realized a loss for its prorated share of Lehman and Sigma Bonds
which approximated $27 million, and owes this amount to the custodian. This obligation is planned
to be paid back through future securities lending income. At June 30, 2009, the cash collateral pools
had an unrealized loss of approximately $64 million.

As of June 30, 2009, the securities lending collateral invested by Mellon had weighted average
maturities of 392 days for the LASERS separately managed fund, and 114 days for the commingled
pool, and durations of 31 and 30 days, respectively.

LASERS is not permitted to pledge or sell collateral securities unless a borrower defaults. The System
did not impose any restrictions during the fiscal year on the amount of the loans that BNY Mellon
made on its behalf and BNY Mellon indemnified the System by agreeing to purchase replacement
securities, or return cash collateral in the event a borrower failed to return a loaned security or pay
distributions thereon. There were no such failures by any borrower to return loaned securities or pay
distributions thereon during the fiscal year.

On June 30, 2009, the System had no credit risk exposure to borrowers because the amounts the
System owed the borrowers exceeded the amounts the borrowers owed the System. At June 30,
2009, the market value of securities on loan totaled $908,466,929.

I. Capital Outlay Project

In 2004, LASERS began a capital project for the design, development and implementation of
computer software for a new pension administration system. The new system is named the State of
Louisiana Retirement Information System, or SOLARIS. SOLARIS replaced the previous pension
administration system with applications that offer enhanced core pension administration functions.
The objective of the SOLARIS project is to improve service and reporting levels for member agencies,
members, and retirees while improving internal system work flows and increasing the efficiency of
the LASERS staff. The SOLARIS project was fully implemented within its approved budget of
$28,839,672 with $311,488 budget remaining at June 30, 2009. The remaining budgeted funds are
expected to be used during the next fiscal year to enhance system functionality and report
capabilities.
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J. Other Postemployment Benefits (OPEB)

1. Plan Description

The Office of Group Benefits (OGB) is an agent multiple-employer post-employment healthcare plan
that covers retired employees of the state, as well as school boards and various other non-state
employers. OGB provides health and life insurance benefits to eligible retirees, their spouses, and
their dependents. La. R.S. 42:801-883 assigns the authority to establish and amend the benefit
provisions of the plan to the state legislature. OGB does not issue a publicly available financial report
of the OPEB Plan; however, it is included in the Louisiana Comprehensive Annual Financial Report
(CAFR). A copy of the CAFR may be obtained on the Office of Statewide Reporting and Accounting
Policy’s website at www.doa.la.gov/osrap.

2. Funding Policy

La. R.S. 42:801-883 assigns the authority to establish and amend the benefit provisions of the plan to
the state legislature. Retired plan members and beneficiaries currently receiving benefits are required
to contribute specified amounts monthly toward the cost of health insurance premiums.

The state is required to contribute the annual required contribution of the employer (ARC), an
amount actuarially determined in accordance with the parameters of Government Accounting
Standards Board Statement No. 45, Accounting and Financial Reporting by Employers for Postemployment
Benefits Other Than Pensions. The ARC represents a level of funding that, if paid on an ongoing basis,
is projected to cover normal cost each year and amortize any unfunded actuarial liabilities (or
funding excess) over a period not to exceed thirty years. The current ARC rate is 34.32% of annual
covered payroll.

3. Annual OPEB Cost

For fiscal year 2009, LASERS annual OPEB cost (expense) was $2,279,986. The annual OPEB cost, the
percentage of annual OPEB cost contributed to the plan, and the net OPEB obligation for fiscal years
2009 and 2008 are as follows:

Percentage of

Fiscal Year Annual OPEB Annual OPEB Net OPEB
Ended Cost Cost Contributed Obligation
6/30/2008 $ 2,350,000 12.50% $ 2,057,060
6/30/2009 $ 2,279,986 13.93% $ 1,966,299
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Funded Status and Funding Progress. The funding status of the plan as of June 30, 2009, was as
follows:

Actuarial
Actuarial Actuarial Accrued UAALasa
Valuation Value of Liability Unfunded Funded Covered Percentage of
Date Assets (AAL) AAL (UAAL) Ratio Payroll Covered Payroll
(a) (b) (b-a) (a/b) (© [(b-a)/c]
7/1/2008 $ - % 23,055800 $ 23,055,800 0.0% $ 6,633,000 347.6%

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. @Amounts
determined regarding the funded status of the plan and the annual required contributions of the
employer are subject to continual revision as actual results are compared with past expectations and
new estimates are made about the future. The Schedules of Funding Progress, presented as required
supplementary information following the Notes to the Financial Statements, presents the current year’s
funding status and in the future will present multiyear trend information that will show whether the
actuarial value of plan assets is increasing or decreasing over time relative to the actuarial accrued
liabilities for benefits. Fiscal year 2008 was the implementation year of OPEB for LASERS.

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by the employer and plan members) and include the types of benefits provided at the
time of each valuation, and the historical pattern of sharing of benefit costs between the employer
and plan members to that point. The actuarial methods and assumptions used include techniques
that are designed to reduce short-term volatility in actuarial accrued liabilities, and the actuarial
value of assets, consistent with the long-term perspective of the calculations.

In the July 1, 2008, actuarial valuation, a projected unit credit cost method was used. The actuarial
assumptions included a 4.0% discount rate (net of expenses) and an annual healthcare cost trend rate
of 9.0% for pre-Medicare and 10.1% for Medicare-eligible participants initially, reduced by
decrements to an ultimate rate of 5% after fifteen years. The valuation utilized participant data
supplied by OGB, the State Payroll System, and the various state retirement systems. Projected claim
costs were determined by combining trended claims data, actual capitation rates and actual vendor
fees. LASERS unfunded actuarial accrued liability is being amortized using both a level dollar
amount and a level percent of pay over an open amortization period of 30 years, the maximum
amortization period allowed by GASB 45.

. Subsequent Events

Act 497 of the 2009 Regular Session provided legislation for the re-amortization and refinancing of
the payment of LASERS unfunded accrued liability (UAL) that existed on June 30, 2009, and
establishes new requirements for granting a Permanent Benefit Increase, formerly, Cost-of-Living
adjustment or COLA.

LASERS | 47



Financial Section

48

Effective for the June 30, 2009, actuarial valuation and beginning July 1, 2010, the outstanding balance
of the UAL will be consolidated with other amortization bases and credits as provided in La. R.S.
11:102.1. Two consolidated amortization bases will be calculated and amortized, the Original
Amortization Base (OAB) and Experience Account Amortization Base (EAAB).

The OAB is a single amortization base effective for the June 30, 2009, system valuation consisting of
the consolidated remaining balances of outstanding amortization bases in excess of twenty years for
the years 1993 through 1995, 1997, and 1998, and 2005 through 2007, excluding the amortization base
for liability created by Act 414 of the 2007 Regular Session. The consolidated total will be amortized
over the remaining constitutionally-mandated period with annual payments beginning in Fiscal Year
2010-2011, with the final payment to be made in Fiscal Year 2028-2029.

The EAAB is an additional single amortization base which is a consolidation of the remaining
balances of the outstanding amortization bases for the years 1996, 1999 through 2004, and 2008,
effective for the June 30, 2009, system valuation. Amortization of the EAAB will be over a thirty-year
period with annual payments beginning in Fiscal Year 2010-2011 and ending in Fiscal Year 2039-2040.

Act 497 also provides:

e For an increase of $100 million in the amount of excess earnings (earnings that exceed the
amount necessary to earn the actuarial valuation interest rate, currently, 8.25%) that must
occur before a portion of such excess is deposited in the Employee Experience Account.

e That LASERS will retain the amount that can be accumulated in the Experience Account to
two times the actuarial present value for a Permanent Benefit Increase.

e For any year in which the actuarial rate of return is less than the valuation interest rate of
8.25%, any Permanent Benefit Increase will be limited to 2%.

e That no Permanent Benefit Increase will be granted if LASERS fails to both earn the actuarial
rate of return, and is less than 80% funded.

e Limits on the eligibility requirements for the receipt of Permanent Benefit Increases payable to
retirees to those who are at least age 60 and have been collecting a benefit for at least one year.
Disability and beneficiary recipients must also have been collecting a retirement benefit for
one year before a Permanent Benefit Increase will be granted.
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Schedules of Funding Progress for LASERS
For the Six Years Ended June 30, 2009
(Dollar amounts in thousands)

Actuarial UAALasa

Actuarial Accrued Unfunded Percentage

Actuarial Value of Liability AAL Funded Covered of Covered
Valuation Assets (AAL) (UAAL) Ratio’ Payroll Payroll
Date (@ (b) (b-a) (a/b) () [(b-a)/c]
2004 $ 6,097,815 $ 10,237,574 $ 4,139,759 59.6% $ 2,017,726 205.2%
2005 $ 6,673,500 $ 10,847,062 $ 4,173,562 61.5% $ 2,100,043 198.7%
2006 $ 7,430,784 $ 11,548,680 $ 4,117,896 64.3% $ 1,979,705 208.0%
2007 $ 8,345,495 $ 12,421,907 $ 4,076,411 67.2% $ 2175367 187.4%
2008 $ 9,167,170 $ 13,562,214 $ 4,395,044 67.6% $ 2,436,956 180.3%
2009 $ 8,499,662 $ 13,986,847 $ 5,487,185 60.8% $ 2,562,576 214.1%

The total actuarial accrued liability determined using the Projected Unit Credit cost method increased by
$424,633,787 from June 30, 2008, to June 30, 2009. There was a net experience loss of $1,381,087,874. The
assumption changes resulting from the 2008 Experience Study resulted in a decrease in liability of
$221,451,744.

Schedules of Employer Contributions
For the Six Years Ended June 30, 2009

Annual Required Percentage

Date Contribution Contributed
2004 $ 367,881,226 95.4%
2005 $ 411,727,561 99.2%
2006 $ 423,502,813 93.1%
2007 $ 434,796,738 97.0%
2008 $ 456,741,202 115.4%
2009 $ 492,402,961 102.8%

Analysis of the percentage contributed over a period of years will give a relative indication of the funding
progress for the liabilities of the Louisiana State Employees” Retirement System.

> The funded ratio referenced takes into account the initial unfunded accrued liability account (IUAL) and the Employer Credit
Account which is not the same funded ratio used in determining the projected employer contribution rate.
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Schedules of Funding Progress for OGB OPEB Trust

For the Year Ended June 30, 2009*

Financial Section

Actuarial UAALasa

Actuarial Accrued Unfunded Percentage

Actuarial Value of Liability AAL Funded Covered of Covered
Valuation Assets (AAL) (UAAL) Ratio Payroll Payroll
Date (a) (b) (b-a) (a/b) (© [(b-a)/c]
7/1/2007 $ - $ 19,690,300 $ 19,690,300 0.0% $ 5,822,128 338.2%
7/1/2008 $ - $ 23,055,800 $ 23,055,800 0.0% $ 6,633,000 347.6%

*Fiscal year 2008 was the implementation year of OPEB for the State of Louisiana; therefore, six years of trend

data is not available.
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Schedules of Administrative Expenses

For the Years Ended June 30, 2009 and 2008

Administrative Expenses:

Salaries and Related Benefits
Travel Expenses
Operating Services
Professional Services
Acquistions

Total Operating Expenses

Capitalized Expenditures:
SOLARIS Software Project - Personnel Costs
SOLARIS Software Project - Professional Services

Other Acquisitions
Total Capitalized Expenditures

Total Administrative Expenses

(1) LASERS capitalizes the internal and external costs incurred to develop internal-use
computer software that exceeds a $1 million threshold and depreciates it over seven

2009 2008
$ 12,837,084 12,501,056
145,315 136,352
2,599,284 2,273,0