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Letter of Transmittal

December 31, 2000

Dear Chairman and Members of LASERS’ Board of Trustees:

We are pleased to submit to you the Comprehenswe Annual Financial Report (CAFR) of the Louisiana
State Employees’ Retirement System (LASERS) for the fiscal year ended June 30, 2000. This
comprehensive report is designed to comply with GASB, FASB, and all reporting standards of the
Governmental Financial Officers Association. We believe this report enhances the presentation of the
overall performance of the system to our membership and other interested parties.

The responsibility of the accuracy of the data and the faimess of the information, as presented, rests with
the management of the Louisiana State Employees’ Retirement System. To the best of our knowledge
and belief, the data as presented in this report is materially accurate and fairly represents the results of
operations and the financial position of LASERS for the year ended June 30, 2000. Internal controls are
in place to safeguard the integrity of member and employer contributions and the system’s assets,
ensuring the materially accurate presentation of the financial position of LASERS.

The CAFR is divided into five sections: an Introductory Section, which contains the Certificate of
Achievement for Excellence in Financial Reporting, letter of transmittal, administrative organization,
and professional service providers; a Financial Section, which contains the report of the Independent
Auditors, the financial statements of the system and certain required supplementary information; an
Investment Section, which contains a report on investment activity, investment policies, investment
results, and various investment schedules; an Actuarial Section, which contains the Actuary’s
Certification Letter and the results of the annual actuarial valuation; and a Statistical Section, which
includes significant data pertaining to the system. I trust that you and the members of LASERS will
find this CAFR helpful in understanding your public employees retirement system a system that
continues to maintain a strong and positive financial future.

The Louisiana State Employees’ Retirement System is the administrator of a single employer defined
benefit pension plan under Section 401(a) of the Internal Revenue Code. It is a component unit of the
State of Louisiana. LASERS was established by act of the Legislature in 1946 with the first members
Joining the system July 1, 1947. LASERS is currently operating under the retirement laws of Louisiana
as substantially rewritten in 1972. A Board of Trustees administers programs and appoints key
management personnel including the Executive Director, Assistant Director, Chief Investment Officer,
and Legal Counsel.

BOARD Virginia Burton, Chairman Pam Davenport Frank Jobert, Jr. Rep. Pete Schneider Glenda T. Chambers,
OF  Cynthia Bridges Shirley Grand John Kennedy Kathy Singleton Executive Director
TRUSTEES:  Sen. Lambert Boissiere, Jr. Benny G. Harris Louis S. Quinn Sona Young



LASERS is a public trust fund created to provide retirement allowances and other benefits for state
officers and employees and their beneficiaries. As of June 2000, LASERS had a total of 126,784 active
and retired members. Funding for LASERS comes from three primary sources: employee contributions,
employer contributions, and earnings from investments.

Major Initiatives

LASERS is continuing work on a comprehensive long-term strategic plan for Investments that seeks to
enhance its competitive position relative to other state retirement systems. This plan includes a review
of LASERS asset allocation and implementation strategies within each asset class. Another key
component of the plan is the reduction of investment management fees and brokerage transaction costs
as well as the enhancement of internal controls. This plan will likely lead to increased use of low-cost
passive investment strategies that reduce the volatility of actual returns with respect to LASERS’ policy
returns. LASERS is taking advantage of its existing resources to manage most of the passive strategies
internally, resulting in further cost savings and efficiencies. LASERS is also evaluating various risk
management systems to better manage total portfolio volatility as well as the volatility of LASERS’
funded ratio. The ultimate goal is to position LASERS as a low cost provider that delivers investment
returns superior to most state retirement systems with greater regularity.

The 1999 Louisiana Legislature passed into law the creation of an Optional Retirement Plan (ORP) to be
administered by LASERS. The ORP was created for certain unclassified state employees as defined by
state statute and who would otherwise be eligible to become members of LASERS’ defined benefit plan.
The ORP was implemented on June 26, 2000 and began accepting applications for membership on

July 1, 2000. The eligible members who join the ORP shall not be entitled to any benefits or maintain -
any service credit in the defined benefit plan. ORP allows its members to place their contributions with
a provider approved by the LASERS’ Board of Trustees and maintain direct investment decision-
making through their provider.

LASERS is working on a strategic plan with emphasis on ensuring the safety and integrity of data while
improving the efficiency and effectiveness of operations through streamlining processes and integrating
systems. This includes upgrading of current system application software to meet current technology for
membership data and financial/investment accounting application software, especially in the area of
investment transaction analysis. Also included in the strategic plan are the areas of improving

- communications and education for members and other interested groups and expanding and enhancing
benefits and services to members. :

Certificate of Achievement

The Government Financial Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the Louisiana State Employees’
Retirement System for its comprehensive annual financial report (CAFR) for the fiscal year ended June
30, 1999. This was the third consecutive year that the government has achieved this prestigious award.
In order to be awarded a Certificate of Achievement, a government must publish an easily readable and
efficiently organized comprehensive annual financial report. This report must satisfy both generally
accepted accounting principals and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current
comprehensive annual financial report 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.



Additions to Plan Net Assets

The collection of employee and employer contributions, as well as income from investments, provided
the reserves needed to finance retirement benefits and move LASERS closer to becoming a fully funded
system as actuarially defined. The following table reflects LASERS’ income during the year:

Contribution Amount * Percent
Type | 2000 1999 Change Change
Member

Contributions $147,090,812  $135,479,230 $ 11,611,582 8.6%
Employer

Contributions 236,104,720 218,929,941 17,174,779 7.8%

Net Investment

(less mgmt fees) 664,556,035 = 470,204,749 194,351,286 41.3%

Other Income 8.658.621 9.175.049 ((516.428) - (5.6%)
Total $1.056,410,.188  §833.788.969 § 222.621.219 26.7%

Member contributions increased $11,611,582 (8.6 percent) in 2000 when compared to 1999 due to
salary increases, as contribution rates remained constant and number of active members decreased
approximately 1000. Employer contributions increased $17,174,779, or 7.8%, during 2000 due
primarily to the increase in salaries, as the Employer contribution rate was reduced .1% from 12.4% to
12.3%. The net investment income increase of 41.3% is due primarily to a significant increase of
$204,126,025 in realized gains over the prior year, offset slightly by a decrease in unrealized market
value during the year of $8,132,686. Other investment income, including d1v1dend and interest income
less fees, remained fairly constant with a decrease of $1,642,053, or .9%.

Deduction to Plan Net Assets

The primary purpose of LASERS is to provide benefits to its members at time of retirement and to their
beneficiaries or survivors as well as benefits for permanently disabled members and their beneficiaries.
The cost of such programs includes recurring benefit payments as designated by the plan, refund of
contributions to terminated employees (including transfers to other retirement systems), and the cost of
‘administering the system. The following table reflects the funds disbursed by LASERS during the year:

Disbursement Amount Percent
Type 2000 1999 Change Change
Benefits $424,142,312  $397,966,405 $ 26,175,907 6.6%
Refunds x 32,300,258 31,851,567 448,691 1.4%
Admin/Other 10.242.213 8.789.890 1.452.323 16.5%

Total $466,684,783 $438,607.862 § 28.076,921 6.4%



Expenses increased $28,076,921 or 6.4 percent due primarily to increased benefits paid out. The
increase in benefit payments resulted from an increase in both the number of benefit recipients and the
average benefit payment.

Investments

The investments of LASERS are governed by the Statement of Investment Policy and Objectives for the
Investment Assets of the Louisiana State Employees’ Retirement System (the “Statement™). The
Statement requires LASERS to invest the assets solely in the interest of the participants and their
beneficiaries, and in accordance with Louisiana Revised Statutes. Additionally, the investment
objective shall be to preserve and enhance the system’s principal over the long term, in both real and
nominal terms. LASERS’ Board of Trustees and investment staff, with its investment advisors, shall
exercise judgment and care which an institutional investor of ordinary prudence, discretion, and
intelligence exercises in their management of large investments under prevailing circumstances. -

In accordance with the Statement, LASERS has set a total return target consistent with prudent
investment management. LASERS’ target rate of return is 9.35%, which is composed of the actuarial
target funding rate of 8.25% and an excess return of 1.10%. This excess return is intended to reduce
LASERS’ unfunded accrued liability (UAL), fund cost-of-living adjustments (COLA) through the
Experience Account, and cover LASERS’ administrative and operating expenses. The target asset
allocation as of June 30, 2000, was 58% equities, 36% fixed income, and 6% alternative assets. The
allocation is expected to achieve a 9.35% total rate of return with the least possible amount of risk

- within the constraints set by law and the Statement. For the year ending June 30, 2000, the total market
rate of return for the fiscal year was 11.5%. LASERS’ annualized market rate of return over the prior
three years and five years is 13.1% and 13.2%, respectively. The actuarial rate of return for the fiscal
year ended June 30, 2000 is 13.78%.

Acknowledgments

The compilation of this report is the combined effort of the System’s staff with input from various
divisions under the leadership of the Executive Director. It is intended to provide complete and reliable
information as to the current status of the System, provide management information with which to make
decisions, and to inform all members and interested parties. ’

Respectfully Submitted, , W
lenda T. Chambers Robert L. Borden, CFA Wade H. Adams, CPA

Executive Director Chief Investment Officer Fiscal Officer
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Louisiana State Employees’ Retirement System

BOARD OF TRUSTEES AND PROVIDERS OF PROFESSIONAL SERVICES

Board of Trustees

Cynthia Bridges

Sen. Lambert Boissiere, Jr.
Virginia Burton, 2000 Chairman
Pamela Davenport

- ic Fixed | v

Huff Asset Management
Loomis, Sayles Company
OffitBank

Orleans Capital Management

Shirley Grand Trust Company of the West

Benny Harris

Frank Jobert, Jr.

Hon. John Kennedy International Emerging Market
Louis Quinn Schroder Emerging Market

Rep. Pete Schneider

Kathy Singleton

Sona Young International Equity Managers

Delaware International Advisers, Ltd.
Invista Capital Management
Actuary Schroder Capital Management International
Hall Actuarial Associates Templeton International

Auditor Global Fixed Income Managers

Postlethwaite & Netterville APAC Delaware Intemnational Advisers, Ltd.

Custodian Bank Real Estate Managers
State Street Bank & Trust Company Heitman/JMB Advisory Corporation
L & B Real Estate Counsel

Lend Lease
Investment Consulfant Westmark Realty Advisors
New England Pension Consultants
Private Markets
Domestic Equity Managers Brinson Partners
American Express John Hancock Mutual Life

HarbourVest Partners, LLC
Pathway Capital Management

Brandywine Asset Management
LASERS S & P 500 Index
Miller, Anderson & Sherrerd
State Street Global Advisors
Thomson, Horstmann & Bryant
Trust Company of the West

Tactical Asset Allocation Manager
INVESCO Capital Management

A listing of investment managers with return rates are shown on pages 76 through 78 in the Investment Section.
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P&N

Postlethwaite & Netterville

A Professional Accounting Corporation
Associated Offices in Principal Cities of the United States

www.pncpa.com

INDEPENDENT AUDITORS' REPORT

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

We have audited the accompanying general-purpose 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,
2000 and 1999, as listed in the table of contents. These general-purpose financial statements are the responsibility
of LASERS' management. Our responsibility is to express an opinion on these general-purpose financial
statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards 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 general-purpose financial statements referred to above present fairly, in all material respects,
information regarding the Plan’s net assets as of June 30, 2000 and 1999, and the changes therein for the years then
ended in conformity with generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated September 1, 2000, on
our consideration of LASERS’ intemal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, and contracts. 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.

The supplementary information on pages 35 and 36 is not a required part of the basic financial statements but is
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 on pages 38 through 41 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.

Baton Rouge, Louisiana
September 1, 2000

8550 United Plaza Blvd, Suite 1001 +  Baton Rouge, LA70809 - Tel: 2259224600 -+ Fax:225.922.4611
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Postlethwaite & Netterville

A Professional Accounting Corporation
Associated Offices in Principal Cities of the United States

www.pncpa.com

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING 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 general-purpose 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, 2000, and bave issued
our report thereon dated September 1, 2000. We conducted our audit in accordance with generally. accepted
auditing standards and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States.

Compliance ,
As part of obtaining reasonable assurance about whether LASERS’ ﬁnancml statements are free of material

misstatement, we performed tests of its compliance with certain provisions of laws, regulations, and contracts,
noncompliance with which could have a direct and material effect on the determmahon of financial statement
amounts. However, providing an opinion on comphance 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 that are required to be reported under Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered LASERS’ internal control over financial reporting in order to
determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to
provide assurance on the internal control over financial reporting. Our consideration of the internal control over
financial reporting would not necessarily disclose all matters in the internal control over financial reporting that
might be material weaknesses. A material weakness is a condition in which the design or operation of one or more
of the internal control components does not reduce to a relatively low level of risk that misstatements in amounts
that would be material in relation to the financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions. We noted no matters
involving the internal control over financial reporting and its operation that we consider to be material weaknesses.

This report is intended for the information of the Board of Trustees, management 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.

P@Mm /\/M

Baton Rouge, Louisiana
September 1, 2000

8550 United Plaza Blvd, Suite 1001 + Baton Rouge, LA70809 -+ Tel:225922.4600 <+ Fax:225.922.4611
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Louisiana State Employees' Retirement System

STATEMENT OF PLAN NET ASSETS
JUNE 30, 2000 AND 1999
2000 1999
ASSETS
Cash and Cash Equivalents (at fair value) $ 38,471,817 3 33,613,748
Receivables:
Employer Contributions 25,249,821 16,246,444
Member Contributions 15,733,495 10,055,069
Interest and Dividends 36,719,410 36,759,025
Investment Proceeds 17,278,810 78,061,317
Open Investment Contracts 3,255,124 166,183,868
Other 961,768 1,740,666
Total Receivables 99,198,428 309,046,389
Investments (at fair value):
Short-term Investments - Domestic 77,006,786 53,850,549
Short-term Investments - International - 27,682,128
U. S. Government Obligations 766,206,577 723,487,323
Bonds/Fixed Income - Domestic 849,445,497 786,967,309
Bonds/Fixed Income - International 377,791,083 493,529,244
Equity Securities - Domestic 2,918,192,099 2,701,915,925
Equity Securities - International 1,134,708,048 975,864,702
Real Estate Investments 49,125,215 67,281,259
Alternative Investments 319,409,320 117,148,756
Total Investments 6,491,884,625 5.947,727,195
Property and Equipment:
Land 889,816 889,816
Building and Improvements 4,878,757 4,874,328
Equipment 7,571,061 7,314,400
13,339,634 13,078,544
Accumulated Depreciation (7,642,827) (6,131,322)
Total Property and Equipment 5,696,807 6,947,222
TOTAL ASSETS 6,635,251,677 6,297,334,554
LIABILITIES
Investment Commitments Payable 32,287,965 118,313,904
Accounts Payable - Open Investment Contracts 3,255,124 166,183,868
Accounts Payable and Other Accrued Liabilities 6,394,448 9,248,047
TOTAL LIABILITIES 41,937,537 293,745,819
NET ASSETS HELD IN TRUST FOR PENSION BENEFITS $ 6,593,314,140 $ 6,003,588,735

(A schedule of funding progress is presented on page 35)
The accompanying notes are an integral part of these statements.

18
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STATEMENT OF CHANGES IN PLAN NET ASSETS
FOR THE YEARS ENDED JUNE 30, 2000 AND 1999

ADDITIONS
Contributions:
Employer Contributions
Member Contributions
Total Contributions

Investment Income:
Net Appreciation in Fair
Value of Investments
Interest and Dividends
Other Investment Income

Less Investment Expense
Net Investment Income
Other Income
Total Additions
DEDUCTIONS
Retirement Benefits
Refunds of Member Contributions
Administrative Expenses
Other
Total Deductions
NET INCREASE

NET ASSETS HELD IN TRUST FOR PENSION BENEFITS
Beginning of Year

End of Year

The accompanying notes are an integral part of these statements.

2000 1999
$ 236,104,720 218,929,941
147,090,812 135,479,230
383,195,532 354,409,171
484,190,939 288,197,600
198,044,924 195,863,544
1,615,725 2,215,401
683,851,588 486,276,545
19,295,553 16,071,796
664,556,035 470,204,749
8,658,621 9,175,049
1,056,410,188 833,788,969
424,142,312 397,966,405
32,300,258 31,851,567
7,004,880 6,011,305
3,237,333 2,778,585
466,684,783 438,607,862
589,725,405 395,181,107
6,003,588,735 5,608,407,628
$  6,593,314,140 6,003,588,735

Louisiana State Employees’ Retirement System

FINANCIAL SECTION
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Louisiana State Employees’ Retirement System

NOTES TO FINANCIAL STATEMENTS

A. PLAN DESCRIPTION

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 CAFR as a pension trust fund. The System was established and provided for within Title 11 Chapter
- 401 of the Louisiana Revised Statutes (LRS).

In June 1991, the Governmental Accounting Standards Board issued 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.

Plan Membership

The System is one of several public retirement systems in Louisiana. Each has specific membership
requirements established by legislation with LASERS established for state officers and 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, 2000 and 1999 follows:

2000 1999

Number of Number of Number of = Number of
Type of Employer Employers Members Emplovers Members
State Agencies 255 66,422 251 67,501
Other Public Employers 128 220 125 179
383 66.642 376 67,680

Type of Active Members
Regular State Employees 59,437 60,807
Corrections Employees 5,604 5,493
Judges : 309 316
Wildlife Agents 217 219
Legislators 71 78
Active Employees — After DROP 1004 767
Total Active Members 66,642 67,680

FINANCIAL SECTION
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Louisiana State Employees’ Retirement System

NOTES TO FINANCIAL STATEMENTS

A. PLAN DESCRIPTION (continued)

' Plan Membership (continued)

At Jine 30, 2000 and 1999, membership consisted of:

2000 1999

Retirees and beneficiaries currently receiving benefits 30,197 29,283

Terminated vested employees not yet receiving benefits 1,055 1,027

Deferred retirement option plan participants ’ 2,421 2,316
Terminated nonvested employees who have not

withdrawn contributions : 26,469 24,397

Current active members ’ 66.642 67.680

126,784 124,703

Eligibility Requirements

All state employees except certain classes of employees specifically excluded by Statute become members of
the System 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 membershlp Certain elected officials and officials
appointed by the governor may, at their option, become members of LASERS.

Retirement and Other Benefits

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 substantial
majority of members may retire with full benefits at ages ranging from any age upon completing thirty years
of creditable service, to age sixty 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 2-1/2% 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
thirty-six consecutive months of employment. The maximum annual retirement benefit cannot exceed the
lesser of 100% of average compensation or certain specified dollar amounts 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 benefit, a member may elect to receive his retirement benefits under any one of four
different options providing for a reduced retirement benefit payable throughout his life with certain benefits
being paid to his designated beneficiary after his death.
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A. PLAN DESCRIPTION (continued)

Retirement and Other Benefits (continued)

Retirement (continued)

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 his accumulated contributions. The minimum service
requirement for benefits varies depending upon the member's employer and service classification but
generally is 10 years of service.

Deferred Benefits

The state legislature authorized the Louisiana State Employees’ Retirement System to establish a Deferred
Retirement Option Plan (DROP). When a member enters DROP, his status changes from active member to
retiree even though he continues to work at his regular job and draws his regular salary for a period of up to
three years. During the DROP participation period, the retiree's retirement benefits are paid into a special
account. The election is irrevocable once participation begins. Interest at a rate of one-half percent less than
the system's realized return on its portfolio will be credited 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.

Current membership in the DROP program is 2,421 members at June 30, 2000 and 2,316 at June 30, 1999.

Effective January 1, 1996, 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. Such amount may be withdrawn or remain in the
IBO account earning interest at the same rate as the DROP account.

Disability Benefits

Substantially all members with ten or more years credited service who become disabled may receive a
maximum disability retirement benefit equivalent to the regular retirement formula without reduction by
reason of age. 3

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 eighteen, or
age twenty-three if the child remains a full-time student. The aforementioned minimum service credit
requirement is ten years fora surviving spouse with no minor children, and benefits are to be paid for life to
the spouse or qualified handicapped child.
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A. PLAN DESCRIPTION (continued)

Retirement and Other Benefits (continued)

Supplemental Benefit Adjustments

Current Statutes allow the Board of Trustees to make annual supplemental cost-of-living adjustments each
year only when the actuary for the System and the State Legislative Actuary certify that LASERS is
systematically approaching actuarial soundness and if such cost-of-living adjustments are not enacted by the
legislature. The cost-of-living adjustments may not exceed more than three percent in any year. These
adjustments are computed on the base retirement or survivors' benefit. Benefit increases have occurred under
the Statutes in various years since 1970 and have been limited to the three percent amount. In addition,
several other cost-of-living adjustments 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. The last cost-of-living adjustment from this source was granted on September 1,
1991.

Previously, legislation was passed which established a funding mechanism for future cost-of-living
adjustments for retirees. An Employee Experience Account was created to set aside a portion of net
experience gain as determined by LASERS' actuary. Funds accrue in the account until such time as there are
sufficient amounts to grant a cost-of-living adjustment. The balance in this account was approximately
$507,541,000 and $365,144,000 at June 30, 2000 and 1999, respectively.

B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting

LASERS' financial statements are prepared in accordance with generally accepted accounting principles using
the accrual basis of accounting. Revenues are recognized in the accounting period in which they are eamed
and expenses are recognized in the period incurred. Investment purchases and sales are recorded as of their
trade date. State fund appropriations for supplemental benefits are recognized when drawn from the State
Treasury. Employer and member contributions are recorded in the period the related salaries are earned.
Administrative expenses are funded exclusively from investment earnings.and are subject to budgetary
control of the Board of Trustees. Benefits and refunds are recognized when due and payable in accordance
with the terms of the Plan.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles 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 revenue and expenses during the reporting period. Actual results could differ from those estimates.
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B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued),

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 current exchange rates.
Corporate bonds are valued based on yields currently available on comparable securities from issuers of
similar credit ratings. 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 real estate
investments is based on independent appraisals. Investments that do not have an established market are
reported at estimated fair value.

Pension plan investments and financial statements are subject to market fluctuations that can rapidly change
the fair value on a day to day basis. Such market swings can create material changes in unrealized appreciation
(depreciation) of investments. LASERS is a long-term investor whose overall investment decisions and
policies are not based on daily market swings.

Property and Equipment

Land, building, equipment, and furniture are carried 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.

LASERS is a 50% co-owner of the Louisiana Retirement Systems building and related land with Teachers'
Retirement System of Louisiana and has the following leases with organizations that are included within the J
State of Louisiana as reporting entities:

Municipal Police Employees' Retirement System of Louisiana

Ethics Commission
Municipal Fire and Police Civil Serv1ce

Compensated Absences

The System pays a lump sum amount for a maximum of 300 hours of accrued personal leave upon termination
of employment. Accumulated personal leave (including benefits) of employees directly related to the
administration of the System is accrued in the financial statements when earned.

Reclassifications

Certain amounts in the 1999 financial statements have been reclassified to conform to the 2000 presentation.
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C. CONTRIBUTIONS

Member Contributions

Member contribution rates for the System are established by Louisiana Revised Statute 11:62. Member
contributions are deducted from their salary and remitted to the System by participating employers. The rates
in effect during the years ended June 30, 2000 and 1999, for the various types of members are as follows:

g

Judges, court officers and legislators, the Governor and Lt. Governor

Clerk of the House of Representatives and Secretary of the Senate

Certain Department of Corrections employees

Certain Department of Wildlife and Fisheries and Bridge Police
employees

All others

% of Earned
Compensation
2000 1999
11.5% 11.5%
9.5% 9.5%
9.0% 9.0%
8.5% 8.5%
7.5% 7.5%

A savings account 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 his behalf, the accumulated contributions may be refunded to the member or his
designated beneficiary. Similarly, accumulated contributions in excess of any benefits paid to a member or his
survivors are refunded to the member's beneficiary or his estate upon cessation of any survivor's benefits.

Emplover Contributions

Each employer is required to contribute a percentage of each employee's earned compensation to finance
participation of its employees in LASERS. The employer's contribution rate is established under Louisiana
Revised Statutes 11:101-11:104 annually by the Actuarial Forecasting Committee as shown below for the

years ended June 30, 2000 and 1999.

Percent of members’ earned compensation

2000

1999

12.3%

12.4%

The State's pension cost and net pension obligation to LASERS for the year ended June 30, 2000 is as follows:

Actuarial required contribution

Interest on net pension obligation

Adjustment to annual required contribution

Annual pension cost-interest adjusted to end of year
Contributions made

Increase (decrease) in net pension obligation

Net pension obligation beginning of year

Net pension obligation end of year

$250,678,505

( 1,029,670)
4.474.998
254,123,833

(250.143.249)
3,980,584

( 12.480.844)

(8 8,500,260

Louisiana State Employees’ Retirement System

FINANCIAL SECTION

25



Louisiana State Employees’ Retirement System

NOTES TO FINANCIAL STATEMENTS

C. CONTRIBUTIONS (continued)

Employer Contributions (continued)

The Annual Pension Cost (APC) has been adjusted with interest at the valuation rate to the end of the fiscal
year in accordance with GASB’s Statement No. 25.

Three-Year Trend Information

Fiscal Annual Percentage Net
Year Pension of APC Pension
Ending. Cost (APC) Contributed Obligation
(Value at Midyear)
6/30/98 $ 221,250,489 105.2 ($ 9,670,401
6/30/99 228,233,262 101.2 ( 12,480,844)
6/30/00 254,123,833 98.4 ( 8,500,260)

Transfer of Service

Any Louisiana public retirement or pension system member who has six months of creditable service and who
has membership credit in any other such system has the option of transferring all of this credit to member’s
current system. The transferring system is required to transfer to member’s current system the greater of all
employee and employer contributions plus interest compounded annually at the board approved actuarial
valuation rate of the transferring system or the actuarial liability. In the event that the contributions transferred
are less than the contributions which would have been made had the service been in his current system, the
member has the option of either paying the difference plus interest or having his credited service decreased
based upon the amount of contributions transferred.

D. CASH AND INVESTMENTS

Cash and Cash Equivalents

Cash and cash equivalents include cash deposited in banks and short term repurchase agreements. This
amount is insured by the Federal Deposit Insurance Corporation up to $100,000 and is collateralized by the
pledge of government securities held by the agents in the entity’s name. -

Investments

The investment powers of LASERS are authorized by State Statute. Title 11, Section 717 of the Louisiana
Revised Statutes statés 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 then
prevailing that an institutional investor of ordinary prudence exercises in the management of large
investments entrusted to it not in regard to speculation but in regard to the permanent disposition of funds
considering probable safety of capital as well as probable income.
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D. CASH AND INVESTMENTS (continued)

Investments (continued)

The revised statutes also prohibit the system from investing more than 65% of its total portfolio in common
stock. In addition, the Board of Trustees of LASERS has adopted certain investment policies, objectives,
rules, and guidelines that are intended to protect and preserve LASERS' assets while providing an appropriate
return for participants. LASERS' assets are divided among investment managers who were given a policy
statement that established a real rate of return of at least 4% per annum in excess of the rate of inflation as
measured by the consumer price index. The following summarizes the types of permissible investments under
such objectives, rules and guidelines as of June 30, 2000:

Short-term investments

The policy for these types of holdings is: short-term funds may be invested in direct U. S. Govermment
obligations such as U. S. Treasury Bills which are fully collateralized by U.S. Treasury issues. Unless
expressly prohibited by the Board, excess cash may be invested in the Short Term Investment Fund of the
Custodian Bank or other short-term investment vehicles designated by the Board.

Funds may be invested in commercial paper subject to the following guidelines: only U. S. dollar
denominated paper of domestic companies will be used, paper must be rated P-1 by Moody’s or A-1 by
Standard and Poor’s, but no lower by either. Prior approval shall be required for use of paper rated P-2 by
Moody’s or A-2 by Standard and Poor’s. No more than $10 million is to be invested in commercial paper of
any one issuer.

The maximum maturity for commercial paper purchased with the cash reserves of any investment advisor

shall be established by each advisor. However, under no circumstances will commercial paper having a
maturity of longer than 270 days be purchased without prior Board approval.

Domestic Equity Securities

Domestic equity purchases are limited to common stocks traded over the counter or on a domestic stock
exchange. Uncommitted investment manager allocations may be invested for a short term in the Stock
Performance Index Futures Fund, a Commingled Equity Trust of the custodian bank to maintain equity
exposure with the liquidity of a money market fund. Exceptions shall be approved by the Board in advance.

Basically, investment managers are limited to any one holding not to exceed 6% at market value of their
managed portfolio. The purchase of stocks or convertibles in foreign companies through American
Depositary Receipts (ADR's), which are dollar denominated foreign securities traded on the domestic U.S.
stock exchanges 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 the common stocks underlying them
meet the required equity standards aforementioned. -
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D. CASH AND INVESTMENTS (continued)

Domestic Debt Securities

- 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
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, except two
managers can invest up to 8% of their portfolios. None of the above limitations on issues and issuers shall
apply to obligations of U.S. Government and Federal Agencies as defined in the most current issue of
Moody's Bond Record. :

International Investments

As part of its normal asset allocation for equity and fixed income securities, the System may invest a portion
of its equity and fixed income allocation in international securities. International investments shall only be
entered into through the selection of a qualified investment management organization as consistent with
fiduciary responsibilities. An international manager employing an active currency management program
may, upon specific authorization of the Board, deal in futures and options within the discipline of that
currency management program.

‘No one holding in an international equity portfolio shall account for more than 6% of the portfolio at market
value or more than 5% of the outstanding common stock of any one corporation.

The global bond portfolio may hold no more than 30% of its assets, at fair value, in the debt securities of any
single foreign government or government entity. No single non-government debt security shall constitute
more than 6% of the global bond portfolio at market value.

Real Estate

Investments in real estate shall be limited to an initial investment value at market value of not more than 2%
of total fund assets. 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, investments in
commingled real estate pools (both open and closed end) or real estate investment trusts (REITS), and
separately managed accounts.

The Board specifically authorizes the purchase of real estate related debt securities as a portion of the debt
securities portfolio to include securities issued by FNMA, FHLMC, and GNMA. Purchases other than those
guaranteed by federal agencies cited above must be rated Aaa by Standard and Poor's or Aaa by Moody's.
Reserves for future real estate investments may be held in large capitalization U. S. equities, subject to the
65% limit on all equity investments. ‘

Real estate investments consist of separate investments in commingled funds that develop and own
commercial real estate in various metropolitan areas of the U.S. Income from these investments will consist
of changes in market values of the underlying properties, lease income and capital gains.
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D. CASH AND INVESTMENTS (continued)

Options

The system may employ an options management service with the objective of providing volatility protection
on equity investments and an enhanced rate of return over time.

Alternative Investments

Investments in Alternative Investments, including limited partnership agreements, private capital markets,
venture capital and mezzanine debt, shall be limited to an initial investment value at market value of no more
than 6% of total fund assets. Reserves for future Alternative Investments may be held in large capitalization
U. S. equities, subject to the 65% limit on all equity investments.

Other

Any type of investment other than detailed previously shall be made only after specific guidelines are
established by the Board of Trustees.

Derivatives

LASERS invests in various mortgage-backed securities such as interest-only strips and principal-only strips.
LASERS invests in interest-only strips, in part to maximize yields and in part to hedge against a rise in interest
rates. These securities are based on cash flows from interest payments on underlying mortgages. Therefore,
they are sensitive to pre-payment by mortgagees, which may result from a change in interest rates. For
example, if interest rates decline and homeowners refinance mortgages, thereby pre-paying the mortgage
underlying these securities, the cash flows from interest payments are reduced and the value of these securities
declines. Conversely, if homeowners pay on mortgages longer than anticipated, the cash flows are greater and
the return on the investment would be higher than anticipated.

LASERS invests in principal-only strips, in part to maximize yields and in part to hedge against a decline in
interest rates. These securities are based on cash flows from principal payments on underlying mortgages.
Therefore, they are sensitive to a rise in interest rates which causes the collection of principal payments to be
extended longer than anticipated. Conversely, if interest rates decline and homeowners refinance mortgages,
thereby pre-paying the mortgages underlying these securities, the principal payments would be earlier than
anticipated.

LASERS enters into contractual commitments involving financial instruments with off-balance-sheet risk.
These financial instruments include forward contracts, futures contracts and options contracts and are entered
into to hedge against foreign exchange rate risk.

Forward and futures contracts are for the delayed delivery of securities and/or currencies in which the seller
agrees to make delivery at a specified future date at a specified price or yield for cash. Risks arise from the
possible inability of counterparties to meet the terms of contracts and from movements in market values and
interest rates.
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D. CASH AND INVESTMENTS (continued)

Derivatives (continued)

Options are contracts that allow the holder to purchase or sell financial instruments for cash at a specified price
at or within a specified period of time. Options bear the risk of an unfavorable change in the price of financial
instruments underlying the optlon and the risk that a counterparty is unable to perform in accordance with the
terms of the option.

General

All investments of the Systém are registered in the System's name, or held by the custodial bank or its
intermediaries in the System's name. The System's investments at June 30, 2000 and 1999 are categorized
herein following to give an indication of the level of risk assumed by the entity. Category 1 includes
investments that are insured or registered or for which the securities are held by the System or its agent in the
System's name. Category 2 includes uninsured and unregistered investments for which the securities are held
by the counterparty's trust department or agent in the System's name. Category 3 includes uninsured and
unregistered investments for which the securities are held by the counterparty or its trust department or agent
but not in the System's name. The categorization for the investments held at June 30, 1999, was the same as
that shown herein following for investments held at June 30, 2000.

Carrying Carrying
Category Amount Amount
(Fair Value) (Fair Value)
1 2 3 6/30/00 6/30/99
Short-term Investments —

Foreign Time Deposits $ T - - $ - $ 27,682,128
U.S. Gov’t Obligations - Bonds 666,293,547 666,293,547 572,955,333
U.S. Gov’t Obligations - Notes 99,913,030 99,913,030 150,531,990
Bonds/Fixed Income - Domestic 849,445,497 - - 849,445,497 786,967,309
Bonds/Fixed Income - International 363,047,243 - - 363,047,243 472923275
Equity Securities - Domestic 2,703,844,604 - - 2,703,844,604 2,586,739,268
Equity Securities - International 820.787.198 - - 820.787.198 708.574.679

Total categorized $ 5,503,331,119 - - 5,503,331,119 5,306,373,982
Short-term Investment Pool - Domestic 77,006,786 53,850,549
Bonds/Fixed Income — International Commingled Index Fund 14,743,840 20,605,969
Equity Securities — Domestic - Commingled Trust 46,981,079 115,176,657
Equity Securities — Domestic — Commingled Index Fund 167,366,416 -
Equity Securities — International - Commingled T 313,920,850 267,290,023
Real Estate Investments ; 49,125,215 67,281,259
Alternative Investments 319.409.320 117.148.756
Total Investments $ 6,491,884 625 $5947,727,195
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D. CASH AND INVESTMENTS (continued)

Investments (continued)

In addition to publicly traded equities, LASERS has entered into limited partnership agreements with
different strategies that invest in real estate properties, domestic private equity, international private equity,
and mezzanine debt. By making these investments, LASERS is seeking to attain investment returns of at least
13%. The total commitments were $541,000,000 and $441,000,000 as of June 30, 2000 and 1999,
respectively. The total amount funded as of June 30, 2000 and 1999, on a cost basis was $191,486,124 and
$97,812,452, respectively.

The System is also authorized by policy to contractually loan securities to investment brokers. The contract
for a security loan provides that LASERS loan specific securities from its holdings to the broker in return for
collateral. Securities under loan are maintained on the System's financial records and are classified in the
preceding summary of investment risk. As the System does not have the ability to trade or sell the collateral
received in the securities lending program, such collateral is not considered an asset of the System and a
corresponding liability is not required on the Statements of Net Plan Assets. (See Note E).

The System has no investments of any single organization (other than those issued or guaranteed by the U. S.
Government) that represents five percent or more of the System's net plan assets, nor does the System hold
more than five percent of any corporation's stock.

During fiscal years 2000 and 1999, the System's investments (including investments bought, sold, as well as
held during the year) appreciated in value by $484,190,939 and $288,197,600, respectively.

This appreciation includes the following:

2000 1999
Increase (decrease) in fair value of investments
held at year end ($ 99,527,757) (& 91,395,071)
Realized gains on investments including currency
sold during the year 583.718.696 379.592.671
$§ 484,190939  § 288.197.600

Realized gains includes all sales of investment assets during the year measured between the sales proceeds
and the purchase cost or amortized cost of the investment asset sold and is independent of the calculation for
investments held at year end. Unrealized gains and losses in investments sold in current year that had been
held for more than one year was included in the net appreciation (depreciation) reported in the prior year(s)
and the current year.
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E. SECURITIES LENDING PROGRAM

State statutes do not prohibit the System from participating in securities lending transactions, and the System
has, pursuant to a Securities Lending Authorization Agreement, authorized State Street Bank and Trust
Company (“State Street”) to act as agent in lending the System’s securities to broker-dealers and banks
pursuant to a form of loan agreement. All investment assets are available for lending.

During the Fiscal Years, State Strect lent, on behalf of the System, certain securities held by State Street as
custodian and received cash (both United States and foreign currency), securities issued or guaranteed by the
United States government, sovereign debt and irrevocable bank letters of credit as collateral. State Street did
not have the ability to pledge or sell collateral securities absent a borrower default. Borrowers were required
to deliver collateral for each loan equal to: (i) in the case of loaned securities denominated in United States
dollars or whose primary trading market was located in the United States or sovereign debt issued by foreign
governments, 102% of the market value of the loaned securities; and (ii) in the case of loaned securities not
denominated in United States dollars or whose primary trading market was not located in the United States,
105% of the market value of the loaned securities.

The System did not impose any restrictions during the Fiscal Year on the amount of the loans that State Street
made on its behalf and State Street 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. Moreover, there were no losses during the Fiscal Years resulting from a default of the
borrowers or State Street.

During the Fiscal Year, the System and the borrowers maintained the right to terminate all securities lending
transactions on demand. The cash collateral received on each loan was invested by the custodian, at its sole
discretion, together with the cash collateral of other qualified tax-exempt plan lenders, in a collective
investment pool managed by the custodian. Income from the cash invested is allocated among the borrower,
custodian bank, and the System per contractual arrangement. No direct costs are incurred by the System. The
average duration of such investment pool as of June 30, 2000 was 74 days. Because the loans were
terminable at will, their duration did not generally match the duration of the investments made with cash
collateral. On June 30, 2000, the System had no credit risk exposure to borrowers. The collateral held and
the market values of securities on loan for the System as of June 30, 2000 were $411,280,521 and
$396,700,240, respectively. Market value of securities, by type, lent as of June 30, 2000, were Government
and Agency securities of $79,909,960; Domestic equities of $175,899,939; Domestic fixed income of
$24,643,752; International equities of $93,155,721 and International fixed income of $23,090,868.

The assets received as collateral on securities lending transactions are not available for the System or its agent

to pledge or sell unless the borrower defaults. Therefore, per GASB No. 28, Paragraph 7, neither assets nor
liabilities are reported on the Statements of Plan Net Assets.

F. OPEN INVESTMENT CONTRACTS

Open investment contracts include forwards and future contracts for the delayed delivery of currencies at a
future date. The amounts that clear within the same broker/banks and consist of the same currency are offset.
The receivables and payables include the same currencies clearing through different brokers/banks and
LASERS has no right of offset. The System expects no significant loss or gain from these transactions.
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G. REQUIRED SUPPLEMENTARY INFORMATION

In accordance with GASB No. 25, required supplementary information can be found in the attached
schedules.
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- SCHEDULES OF FUNDING PROGRESS
FOR THE SIX YEARS ENDED JUNE 30. 2000
(Dollar amounts in thousands)

Actuarial Unfunded UAAL asa
Actuarial Value of ~ Actuarial Accrued AAL Funded Covered Percentage of
Valuation Assets Liability (AAL) (UAAL) Ratio Payroll Covered Payroll
Date (2) (b) (b-a) (a/b) (c) ((b-a)/c)
6/30/95 $ 3,665863 § 5,696,909 § 2,031,046 64.3% $ 1,547,977 131.2%
6/30/96 4,114,461 6,254,405 2,139,944 65.8% 1,584,357 135.1%
6/30/97 4,537,917 6,489,361 1,951,444 69.9% 1,607,371 121.4%
6/30/98 5,067,795 6,953,096 1,885,301 72.9% 1,653,863 114.0%
6/30/99 5,574,958 7,582,856 2,007,898 73.5% 1,736,963 115.6%
6/30/00 6,170,978 8,257,313 2,086,335 . 74.7% 1,820,132 114.6%

The total actuarial accrued liability determined using the Projected Unit Credit cost method increased by $674,455,651
from June 30, 1999 to June 30, 2000.  There were deminimus changes in benefit provisions during the year. The
experience account increased to $507,541,113 at June 30, 2000. Changes in the experience account for the year ended
June 30, 2000, includes increases of $150,024,124 of excess investment income and of $50,308,020 of accumulated
interest on the fund balance and a reduction of $57,934,622 to fund the COLA granted to retirees on July 1, 2000.

SCHEDULES OF EMPLOYER CONTRIBUTIONS

- FOR THE SIX YEARS ENDED JUNE 30, 2000

Year Ended June 30 Annual Required Contribution Percentage Contributed
1995 $§ 196,931,081 103.5%
1996 203,762,677 99.3%
1997 212,221,189 98.4%
1998 221,933,246 104.9%
1999 226,387,848 102.1%
2000 250,678,505 99.8%

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.
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ACTUARIAL METHODS AND ASSUMPTIONS

JUNE 30, 2000

The information presented in the required supplementary schedules was determined as part of the actuarial valuations at
the dates indicated. Additional information as of the latest actuarial valuation follows:

Valuation date

Actuarial cost method
Amortization method
Remaining amortization period

Asset valuation method

Actuarial assumptions:
Investment rate of return

Mortality

Termination, disability
and retirement

Salary increases

Cost-of-living adjustmerits

June 30, 2000

Projected Unit Credit
Increasing annuity to 2029
29 years

Utilizes a four year weighted average of the unrealized
gain or loss in the value of all assets at market.

8.25% per annum

Mortality rates were projected based on the 1983 Sex
Distinct Graduated Group Annuity Mortality Table with
females set at attained age plus one.

Termination, disability, and retirement assumptions were
projected based on a five year (1981-1986) experience
study of the System's members.

Salary increases which range between 4.00% and 11.75%
were projected based on a five year (1981-1986)
experience study of the System's members.

None.
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SUPPORTING SCHEDULES
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Cynthia Bridges
Virginia Burton
Mary Young Cannon
Pamela Davenport
Leila Smith Detlefs
Shirley Grand
Benny Harris
Frank Jobert, Jr.
Barbara McManus
Louis Quinn

Kathy Singleton
Sona Young

Total

2000 1999
Board Other Board Other
Meetings Meeting Meetings Meeting
Attended Days Amount Attended Days Amount
12 12 § 1,800 12 13 $ 1,875
12 11 1,725 11 14 1,875
2 2 300 12 12 1,800
6 5 825 - - -
5 5 - 3 4 525
6 5 825 - > =
12 12 1,800 12 13 1,875
11 11 1,650 12 13 1,875
5 5 750 8 11 1,425
10 10 1,500 8 10 1,350
12 12 1,800 11 12 1,725
10 10 1,500 3 4 525
$ 14,475 $ 14,850

Note - Effective August, 1997, board members are paid a per diem of $75 per day for board meetings and other
meetings. Generally, meetings are held for two consecutive days each month. During the fiscal years ended June
30, 1999 and 2000, there were 25 and 24 days, respectively, for which board members could be compensated.

The above schedule does not included publicly elected officials who serve on the board but are not compensated for

their attendance.
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Louisiana State Employees’ Retirement System

SCHEDULE OF INVESTMENTS AT AMORTIZED COST

FOR THE YEARS ENDED JUNE 30, 2000 AND 1999

6/30/00 6/30/99

Short-term Investments - Domestic $ 77,006,786 $ 53,850,549
Short-term Investments — International - 27,601,040
U.S. Government Obligations 783,290,302 733,169,287
Bonds/Fixed Income - Domestic 907,942,636 806,251,149
Bonds/Fixed Income - International 399,494,644 516,061,616
Equity Securities - Domestic 2,598,280,415 2,175,459,703
Equity Securities - International 901,410,118 787,704,141
Real Estate Pools 42,716,475 60,032,375
Alternative Investments : - 191,486,124 97.812.452

Total $5,901,627,500 $5,257,942.312

FINANCIAL SECTION
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; Louisiana State Employees’ Retirement System

SCHEDULE OF PROFESSIONAL SERVICE EXPENSES
FOR THE YEAR ENDED JUNE 30, 2000

ACCOUNTING AND AUDITING

Postlethwaite and Netterville, APAC - System Auditors § 35,040

Other Accounting Services 1,190
$ 36,230
ACTUARIAL FEES
Hall Actuarial Associates - System Actuary 56,344
Other Actuarial Services 5,390
61,734
LEGAL FEES
Huff Asset Management Co. - Investment-related
Lawsuit 23,014
Other Legal Fees 467
23,481
DISABILITY PROGRAM
Voluntary Plan Administrators - Third party
Administration and Physician Review 820,730
Other Reviews 3,281
824,011
INVESTMENT PERFORMANCE MANAGEMENT
AND ANALYTICAL SERVICES
State Street Bank & Trust Co. 126,875
Barra, Inc. 40,000
e 166,875
CUSTOMIZATION OF SYSTEM APPLICATION
SOFTWARE
John Stinson Consulting - Membership 101,745
The Retirement Concepts Group - ORP/Membership 49,264
QED Information Systems - Investments System 47,332
Other 76,947
275,288
OTHER PROFESSIONAL SERVICES
Westaff Temporary Staffing 110,082
Other Non-Consultant Professionals 92,919
203,001
PROFESSIONAL SERVICE EXPENSES $ 1,590,620
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NEW ENGLAND
PENSION
CONSULTANTS

September 13, 2000

Dear Members,

This letter summarizes the structure and performance of the Louisiana State Employees’ Retirement
System (LASERS) Fund through June 30, 2000. As of the June 30™ fiscal year-end, the Fund was in
compliance with policy and Louisiana state law, and had 46.1% of its asset base invested in U.S.
equities, 16.3% invested in non-U.S. equities, 27 3% in U.S. fixed income, 4.3% in global fixed
income and 5.7% in real estate and private equity’. The public equity portion of the Fund represented
62.4% of the total assets, below the applicable statutory limit of 65%. Reversing an earlier long-term
underweighting to public equities relative to the median public pension fund, LASERS continued to
have for the second straight year a modestly higher than median equity allocation, measured against
the Independent Consultants Cooperative (ICC) Universe, as of June 30, 2000. The hlgher-than—
median equity allocation contributed positively to the Fund’s retumns.

LASERS earned 11.3%? in the year ending June 30, 2000, which ranked in the 15™ percentile (1%
percentile being best, 100® percentile being worst) of public funds within the ICC Universe.
Over the last 12 months ending June 30, 2000, LASERS exceeded its target nominal total return
target of 9.35% by 2 percentage points. The Fund also beat its real return target of 4% by 5.2
percentage points over the last 12 months:

Over the long run, LASERS has easily surpassed the return targets specified in the Fund’s policy
statement. The Fund beat the nominal total return requirement by 1.5 percentage points over the
last three years and by 3.5 percentage points over the last five years. The Fund also beat the real
(inflation adjusted) Teturn target of 4% by 4.3 percentage points over the last three years and by
6.4 percentage points over the last five years. \

We feel that LASERS is well positioned to take advantage of a wide variety of investment
opportunities, and is sufficiently diversified to both enhance return and reduce overall portfolio
risk. "

Sincerely,

\

Peter D. Gerhngs CFA
Senior Vice President

! Does not equal 100% due to rounding.

% Return data for the Fund was calculated on a time-weighted basis in accordance with the standards of the
Association of Investment Management & Research (AIMR). Valuations, where available, are based on pubhshed
national securities exchange prices.

NEW ENGLAND PENSION CONSULTANTS, INC.
ONE MAIN STREET, CAMBRIDGE, MA 02142-1524, 617-374-1300, FAX: 617-374-131 3

Sm
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8401 United Plaza Blvd. e Baton Rouge, LA e 70809 Y & FAX: 225-922-0614 @ Web Site: htp://www lasers.state.la.us

October 2, 2000

Dear Members,

The fiscal year ended June 30 was marked by increased volatility in the capital markets. In the
third quarter of 1999 the equity markets were shaken as several developments, which had
negatively impacted bonds throughout the course of the year finally caught up with stocks.
The main concerns were: increasing oil prices, dollar depreciation versus the Japanese yen,
and gold’s price surge. However, during the fourth quarter, confidence was restored in the
technology. sector and there was a 48% advance in the NASDAQ composite. Then the first
half of 2000 saw a feverish rotation back to “Old Economy” issues, with value stocks
outperforming growth stocks in April and May.

At June 30, 2000, LASERS’ investment portfolio completed the Fiscal Year with a 13.78%
actuarial rate of return. This allowed LASERS to increase its’ funded ratio while continuing to
grant Cost-of-Living Adjustments (COLAs). LASERS must exceed the actuarially required rate
of return of 8.25% in order to meet these goals.

LASERS is committed to maintaining a broadly diversified portfolio, and  achieving its’ target
rate of return for the least possible amount of risk. LASERS adopts carefully underwritten and
conservative assumptions for future expected returns, and structures the investment portfolio
so as to optimize the risk/return trade-off. i ‘ ‘ ‘ :

During the Fiscal Year, LASERS has increased the use of .internally managed indexed

strategies for its’ equity portfolios. This simultaneously lowers investment management fees

and reduces the volatility of actual portfolio returns relative to benchmark returns. LASERS

reduced the effective asset-based investment management fees paid to external investment
- management firms by 10% during the Fiscal Year.

LASERS has embarked on a long term strategic planning process that is centered around
increasing returns and reducing costs relative to other public retirement systems. LASERS’
Board and staff have devoted considerable effort to this process, and the result is that system
resources are better allocated to tasks that have direct positive impact on achieving this plan.

Looking into the future, LASERS is well positioned to meet its long-term goals and objectives.
Further emphasis and efforts at LASERS will be placed on risk management and cost controls,
in order to continue to be an effective and efficient provider of retirement benefits.

Singerely,

obert Lee Borden, CFA
Chief Investment Officer

BOARD Virginia Burton, Chairman Pam Davenport Frank Jobert, Jr. Rep. Pete Schneider Glenda T. Chambers,
OF Cynthia Bridges Shirley Grand ]ohanennedy Kathy Singleton Executive Director
TRUSTEES: Sen. Lambert Boissiere, Jr. Benny G. Harris Louis S. Quinn Sona Young
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Louisiana State Employees' Retirement System

STATEMENT OF INVESTMENT POLICY AND OBJECTIVES
LOUISIANA STATE EMPLOYEES' RETIREMENT SYSTEM

L GENERAL

A.

B.

Investments of the Louisiana State Employees' Retirement System ("LASERS")
shall be in accordance with the Louisiana Revised Statutes.

Investments of LASERS shall be made solely in the interest of the participants and
their beneficiaries of the pension plan and for exclusive purposes of providing
benefits to such participants and their beneficiaries and defraying the reasonable
expenses of administering the plan.

The investment objectives shall be the preservation and enhancement of principal
over the long term, in both real and nominal terms. For this purpose, short-term
fluctuations in values will be considered secondary to long-term investment results.

The Board of Trustees of the Louisiana State Employees’ Retirement System (the
"Board"), its staff and its investment advisors shall exercise the judgment and care
under the circumstances then prevailing which an institutional investor of ordinary
prudence, discretion, and intelligence exercises in the managcment of large
investments entrusted to it, not in regard to speculation but in regard to. the
permanent disposition of funds considering probable safety of capital as well as
probable income. !

The investments of the fund shall be diversified to minimize the risk of large losses
unless, under particular circumstance, it is clearly prudent not to do so.

The Board may obtain third party investment management or consulting services.

The Statement of Investment Policy and Objectives shall be revised from time to
time, as deemed necessary. It is also expected that this Statement will be annually
reviewed to insure its relevance to LASERS' needs, and that any resulting material
changes will be communicated to LASERS' investment managers.

INVESTMENT SECTION
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IL. INVESTMENT OBJECTIVES

Assets of the System shall be invested to ensure that principal is preserved and enhanced
over the long term, both in real and nominal terms. = Reference Appendix I for an
explanation of real and nominal terms.

A.  Total return, consistent with prudent investment management is the primary goal of
LASERS. Total return, as used herein, includes income less expense plus realized
and unrealized gains and losses in LASERS' assets. :

B. A real rate of return of at least 4% per year should be earned This is the return over
the rate of inflation (as measured by the Consumer Price Index). Additionally, a
nominal return goal for LASERS is 9.35%, (net of investment management fees) in
order to exceed the 8.25% actuarial return and provide a buffer to cover expenses.
LASERS is aware that there may be short term deviations from these objectives,; and
shall evaluate comphance with these and other performance expectations over the
time frames outlined in paragraph G, below. , \

C. Total fund return for LASERS shall consistently rank in the top half of an
- appropriate public fund universe, and shall meet or exceed the return of LASERS'
Policy Index. (See Appendix I for an explanation of the Policy Index).

D. Equity Composites

1. Total return for domestic equity specialist managers shall meet or exceed an
appropriate index based on the manager's style and consistently rank in the
top half of an appropriate universe of domestic equity specialist managers.

i Total return for international equity spec1ahst managers shall meet or exceed
an appropriate index based on the manager’s style and consistently rank in
the top half of an appropriate universe of international equity specialist
managers. Emerging international equlty managers shall meet or exceed an
appropriate index based on the manager's style.

E. Fixed Income Composites

IE Total return for domestic fixed income managers shall consistently meet or

- exceed an appropriate index based on the manager's style, and consistently

rank in the top half of an appropnatc domestic fixed income specialist fund
universe.

2. Total return for global fixed income managers shall meet or exceed an
appropriate index based on the manager's style, and consistently rank in the
top half of an appropriate universe of global fixed income specialist
managers.

X Total fund risk exposure and risk adjusted returns will be regularly evaluated and
compared with other public funds. Total fund risk exposure is expected to be
midrange (25th to 75th percentile) relative to an appropriate universe of other public
total funds. Risk-adjusted returns are expected to consistently rank in the top half of
an appropriate universe of comparable public funds. (See Appendix I for an
explanation of risk adjusted returns).

INVESTMENT SECTION
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IMI.

G. Normally, results will be evaluated over a three to five year time horizon, but shorter
term results will be regularly reviewed and earlier action taken if in the best interest
of LASERS.

TYPES OF INVESTMENTS

In fulfilling the investment objectives stated above, the Board may invest the funds of
LASERS in the following types of investments:

A. Domestic Equity Securities

1.

Domestic equity purchases are limited to publicly traded common stocks.
Exceptions shall be approved by the Board in advance.

No one holding shall account for more than 6% of the allowable equity
portion of the portfolio at market value. No one holding in LASERS'
portfolio shall account for more than 5% of the outstanding common stock of
any one corporation. Additionally, no one 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 dollar denominated foreign 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 the common stocks underlying
them meet required equity standards above.

Equity investments, includihg domestic and international common stocks, are
limited to 65% of the total market value of LASERS'. Ten percent of
LASERS' equity holdings will be indexed.

B. Domestic Debt Securities

1.

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 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. None of the
above limitations on issues and issuers shall apply to obligations of U.S.
Government and Federal Agencies.

C. International Investments

I.

As part of its normal asset allocation for equity and fixed income securities,
LASERS may invest a portion of its equity and fixed income allocation in
international securities. International investments shall only be entered into
through the selection of a qualified investment management organization as
consistent with fiduciary responsibilities.

INVESTMENT SECTION

49



Louisiana State Employees’ Retirement System

2 Limitations
a. International Equities:

No one holding in an international equity portfolio shall account for
more than 6% of the portfolio at market value or more than 5% of the
outstanding common stock of any one corporation. Additionally, no
one holding across all actively managed portfolios of an investment
management firm shall account for more than 15% of the outstandmg
common stock of any one corporation.

b. Global Bonds:

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 government entity. ' No single non-government debt security shall
constitute more than 6% of the global bond portfolio, at market value.

D. Cash Equlvalents

1. Short-term funds may be mvested in direct U.S. Government obligations
such as U.S. Treasury Bills or repurchase agreements which are fully
collateralized by U.S. Treasury issues. Unless expressly prohibited by the
Board, excess cash may be invested in the Short Term Investment Fund
[STIF] Stock Performance Index Futures Fund [SPIFF] and Yield Plus Fund
of the Custodian Bank(s) or negotiable certificates of deposit, or other short-
term investment vehicles designated by the Board.

2. Funds may be invested in commermal paper subject to the following
guidelines:

a. Only U.S. Dollar denominated paper of domestic companies will be
: ‘used. :

b. Paper must be rated P-1 by Moody's or A-1 by Standard and Poor's,
but no lower by either. Prior approval shall be required for use of
paper rated P-2 by Moody's or A-2 by Standard and Poor's.

c. No more than $10 million is to be invested in commercial paper of
any one issuer.

d. The maximum maturity for commercial paper purchased with the
cash reserves of any investment advisor shall be established by each
advisor. However, under no circumstances will commercial paper
having a maturity of longer than 270 days be purchased without prior
Board approval.

E. Real Estate

Investments in real estate shall be limited to an initial investment value at market
value of not more than 2% of total fund assets Real estate mvestments are limited
to:

1. A direct investment in the property located at the intersection of Essen Lane
and United Plaza Boulevard in Baton Rouge, Louisiana.

INVESTMENT SECTION
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Iv.

2. Investments in commingled real estate pools (both open end and closed end)
or real estate investment trusts (REITS). .

3. Separately managed accounts.

The Board specifically authorizes the purchase of real estate related debt securities
as a portion of the debt securities portfolio, to include securities issued by FNMA,
FHILMC, and GNMA. Purchases other than those guaranteed by federal agencies
cited above must be rated Aaa by Standard and Poor's or Aaa by Moody. Reserves
for future real estate investments may be held in large capitalization U.S. equltles
subject to the 65% limit on all equity investments.

F. Options

LASERS may employ an options management program with the objective of
providing volatility protection on equity investments and an enhanced rate of return
over time.

G. Alternative Asset Investments

Investments in Alternative Asset Investments, including private equity and private
debt, shall be limited to an initial investment value at market value of no more than
6% of total fund assets. Reserves for future alternative asset investments may be
held in large capitalization U.S. equities, subject to the 65% limit in total equity
investments.

H. Economically Targeted Investments (ETI)

All ETI investments must not conflict with Louisiana or Federal law, and must be in
the economic best interest of LASERS’ plan participants and beneficiaries. ETI’s
must be consistent with LASERS’ investment policy and asset allocation plan. ETI’s
must offer a potential investment return consistent with the level of risk in the
proposed investment.

L Other

Any type of investment other than detailed previously shall be made only after
specific guidelines are established by the Board.

PORTFOLIO GUIDELINES

Full discretion, within the parameters of the investment policy guidelines disclosed herein,
1s granted to the investment managers regarding the asset allocation, the selection of
securities, and the timing of transactions.

Compliance with all guidelines must be monitored by the investment managers on a regular
basis (monthly or more frequently when unusual market conditions warrant) and based on
then current market values. Securities which, at purchase, would move the portfolio out of
compliance with the guidelines, based on the investment manager’s most recent valuation,

may not be purchased. In the event that the portfolio moves out of compliance with these
guidelines (as identified in the investment manager’s regular review of the portfolio),

through market conditions or other changes outside the control of the manager, the manager
must bring the portfolio composition back into compliance within 45 days or make a written
request to LASERS Investment Committee for a compliance waiver.

INVESTMENT SECTION
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Unless otherwise specified in Appendix II or Section VII (Roles & Responsibilities), the
Board establishes the following specific guidelines:

A. There shall be no use of options, commodities, financial futures or other specialized
investment activity without the prior approval of the Board.

Uncovered options or futures contracts may not be purchased.
Uncovered short positions may not be purchased.
Short selling is not permitted.

Commodities may not be purchased.

T m Y 0w

Straight preferred stocks and tax exempt municipal securities should not normally be
held unless pricing anomalies in the marketplace suggest the likelihood of near-term
capital gains when normal spread relationships resume.

G. LASERS may establish a Securities Lending Program subject to restrictions
established by the Board and consistent with Legal Statutes.

H. There may be no use of financial leverage.
V. ASSET ALLOCATION (BY MAJOR ASSET CATEGORIES)

In order to have a reasonable probability of consistently earning the target return of 9.35%
net of investment management fees; the Board has adopted the following asset allocation

policy.
Market
Value Minimum Maximum
Asset Class Target% Exposure(%) Exposure(%)
Equities 58% 51% 65%
Domestic Large Cap 28 23 33
Domestic Mid Cap 5 3 7
Domestic Small Cap 10 7/ 13
Established Internat’l (Lg Cap) 9 6 12
Established Internat’l (Sm Cap) 3 0 5
Emerging International 3 0 5
Fixed Income 36% 30% 42%
Domestic (including 24 17 31
mortgages)
Domestic High-Yield 7 5 9
Global Bonds 5 0 7
Real Estate 0 0 2
Alternative Assets 6 0 9

INVESTMENT SECTION
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The Chief Investment Officer [CIO] will review LASERS' asset allocation at least quarterly
to determine if the asset allocation is consistent with the exposure ranges established for
LASERS, and direct staff and investment managers to transfer funds to rebalance the asset
allocation as necessary with subsequent Board notification. The transfers will be on a pro-
rata basis unless a manager is on the Watch List.

A change in liability structure, funded status, or long term prospects may trigger a revision
of the asset allocation. This gmdelmc is to be pursued by LASERS on a long-term basis, but
will be revised if significant changes occur within the economic and/or capital market
environments.

VI. CUSTODIANSHIP OF SECURITIES

LASERS may establish an arrangement with a financial institution(s), for the custody of its
securities, subject to the approval of the Board.

VII. ROLES AND RESPONSIBILITIES
A. | Custodian Bank(s)
In order to maximize LASERS' return, no money should be allowed to remain idle.
Dividends, interest, proceeds from sales, new contributions and all other monies are

to be invested or reinvested promptly.

The custodian(s) will be responsible for performing the following functions:

L. Accept daily instructions from designated investment staff;

2. Advise designated investment staff daily of changes in cash equivalent
balances;

3. Immediately advise designated investment staff of additions or withdrawals

from account;

4, Notify investment managers of proxies, tenders, rights, fractional shares or
other dispositions of holdings;

S Resolve any problems that designated investment staff may have relating to
the custodial account;

Safekeeping of securities;
Interest and dividend collections;

Daily cash sweep of idle principal and income cash balances;

O 500 ° . KON

Processing of all investment manager transactions;
10. Collection of proceeds from maturing securities;
11.  Disbursement of all income or principal cash balances as directed;

12.  Providing monthly statements by investment managers’ accounts and a
consolidated statement of all assets;

INVESTMENT SECTION
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13.  Providing a dedicated account representative and back ‘up to assist the
- LASERS' staff in all needs relating to the custody and accountablhty of the
Fund's assets; and

14.  Managing the securities lending program.
B. Investment Managers

The duties and responsibilities of each of the registered investment advisors retained
by the Board include:

1. Managing the assets under its mahagement in accordance with the policy
guidelines and objectives expressed herein, or expressed in Appendlx IT when
exceptions are deemed prudent and desirable.

2. Meeting or exceeding the specific total return benchmarks expressed in
Appendix II.

3 Exercising investment discretion within the gmdelmes and objectives stated
herein. Such discretion includes decisions to buy, hold or sell securities in
amounts and proportions reflective of the manager's current investment
strategy and compatible with the investment objectives.

4. ~ Promptly informing the Board regarding all significant matters pertalmng to
the investment of the fund assets, for example:

azeil} Substantlve changes in investment strategy, portfoho structure and
market value of managed assets,

b. The manager's progress in meeting the mvestment objectives set forth
~ in this document, ‘

c. Significant ehanges in the ownership affiliations, organizational
structure, financial condition, professional personnel staffing and
clientele of the investment management organization, and .

d. Any material changes in the liquidity of the securities they hold in the
LASERS' portfolio.

5. Initiating written communication with the Board when the investment
manager believes that this Investment Policy is inhibiting and/or should be
altered. No deviation from the guidelines and objectives established in the
Policy is permitted until after such communication has occurred and the
Board has approved such deviation in writing.

6. Complying with all provisions pertaining to the investment manager's duties
and responsibilities as a fiduciary. It is expected that LASERS' assets will be
invested with the care, skill, prudence and diligence under the circumstances
then prevailing that a prudent professional investment manager, acting in a
like capacity and familiar with such matters, would use in the investment of
LASERS' assets.

7. - Using their best efforts to ensure that all portfoho transactions are placed on
a "best execution" basis.
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8.

10.

11.

The investment managers have responsibility for the exercise of ownership
rights, where available, through proxy solicitations unless they receive
specific voting instructions from the Chief Investment Officer. They shall
exercise this responsibility strictly for the economic benefit of LASERS and
its participants.

While the Board is sensitive to excessive tuover there shall be no specific
limitation in this regard, recognizing the importance of providing flexibility
to the managers to adjust to changing market conditions. Although the Board
is appropriately sensitive to book losses, there is no justification to hold a
particular security, nor to manage the collective assets, for the sole purpose
of avoiding the recognition of a book loss.

Acknowledging in writing to the Board the investment manager's intention to
comply with the Investment Policy as it currently exists or as modified in the
future.

Submitting to the Board (and its designated consultants) exhibits, written
material, etc. that will be used during periodic conferences with the Board at
least five business days in advance of these conferences.

C. Domestic Equity Managers

Each manager holding equity securities is expected to comply with the following
guidelines:

1.

Equity holdings in any one company (including common and preferred stock
and convertible securities) should not exceed 6% of the market value of the
manager's portion of LASERS' assets without the consent of the Board.
Additionally, bonds of the companies in question would be included in the
company exposure calculation if held in the manager's portfolio.

There shall be no short selling, securities lending, use of financial futures or
other specialized investment activity without the prior approval of the Board.

No purchase shall be made by an investment manager in LASERS' portfolio,
which would cause a holding to exceed 5% of the outstanding common stock
of any one corporation. Additionally, no purchase shall be made which would
cause one holding across all actively managed portfolios of an investment
management firm to account for more than 15% of the outstanding common
stock of any one corporation.

Each equity manager may invest up to 10% of the portfolio market value in
reserve and cash equivalent investments. However, these investments should
be made on the basis of safety and liquidity, and only secondarily by yield
available. Such securities shall reasonably carry the equivalent of S&P A1l or
Moody P-1.

D. Domestic Fixed Income Managers

Each manager holding fixed income securities is expected to adhere to the following
guidelines: ; : ‘

1.

The overall average quality of each fixed income portfolio shall be AA or
higher. Non-rated issues or issues below investment grade (below BAA)
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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 a
high-yield fixed income portfolio.

2 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.

3. Fixed income holdings with any one issuer should not exceed 6% of the
market value of the manager’s portion of LASERS' assets without the
consent of the Board, with the exception of U.S. Government or government
agency obligations.

4. There shall be no use of options, financial futures or other specialized
investment activity without the prior approval of the Board.

o1 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. See Appendix I for an explanation of duration.

E. Mortgage and Asset Backed Securities

Funds invested in mortgage-related and asset-backed securities are subject to the
following guidelines:

1. Agency fixed and floating rate pass throughs, US Treasury securities and
cash equivalents can be held without limitation.

2. Fixed rate PAC I, PAC II and Sequential Collateralized Mortgage
Obligations can be held without limitation.

3 Inverse floating rate, interest only (I/O), principal only (P/O), and accrual
- CMOs in aggregate will be limited to 15% of the mortgage securities :
portfolio, with no more than 5% of the portfolio invested in accrual CMOs. .
In the event that other types of mortgage-related securities that have risk
characteristics similar to those in this category are developed, the manager
will inform the investment committee of those securities and they will be
included in this 15% limitation.

4, All other types of mortgage-related securities not explicitly cited in (1), (2),
or (3) above will be limited to an aggregate 20% of the portfolio.

D The manager must receive at least two competitive offers on the same or
similar securities prior to purchasmg each mortgage-backed security for the
portfolio.

6. The average effective duration, as calculated by the manager, shall not differ

from the Lehman Brothers Aggregate Index’s duration by more than two
years. LASERS recognizes that the calculation of the duration of a mortgage-
backed security involves assumptions as to the expected future prepayment
rate for the security at the time of calculation and that prepayment rates
cannot be precisely determined in advance. The manager is expected to
calculate expected duration prior to the initial purchase of a security and on a
routine basis in monitoring the portfolio’s compliance with these guidelines.
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The diversification of securities by maturity, quality, sector, coupon and
geography, except as constrained above, is the responsibility of the manager.

International Equity Managers

Funds invested in international equity securities are subject to the following
guidelines: ’

1.

Short-term reserves may be held in U.S. dollar denominated securities or
investment vehicles available through the System's custodian.

Equity securities are expected to 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
objective and does not exceed 10% of the portfolio's market value.

Decisions as to 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 without the consent of the Board. Additionally, bonds of
the companies in question would be included in LASERS' exposure
calculation if held in the manager's portfolio.

The managers may enter into forward exchange contracts on currency
provided that use of such contracts is designed to dampen portfolio volatility
rather than lever portfolio risk exposure or in the settlement of securities
transactions.

Managers may purchase or sell currency on a spot basis to accommodate
securities settlements.

Global Fixed Income Managers

The portfolios should be considered as "bond funds". The manager, however, may
hold short-term reserves if such action is consistent with attainment of the primary
investment objective. ‘

1.

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

Decisions as to the number of issues held and their geographic distribution
shall be left to the investment manager.

The managers may enter into forward exchange contracts on currency
provided that use of such contracts is designed to dampen portfolio volatility
rather than lever portfolio risk exposure. Currency contracts may be utilized
to either hedge the portfolios currency risk exposure or in the settlement of
securities transactions. ‘

Managers may purchase or sell currency on a spot basis to accommodate
securities settlements.

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
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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 BAA) may be purchased up to a maximum of 15% of the
portfolio.

6. The average duration (interest rate sensitivity) of an actively managed global
fixed income portfolio shall not differ from the passive benchmark by more
than two years. See Appendix 1 for an explanatlon of duration.

H. Alternative Asset Investments
L. Investment Objective

a. Achieve a market rate of return commensurate with the percelved risk
for each investment undertaken.

b. To enhance the total diversification of LASERS' Total Fund by
participating in alternative asset investments.

2i Target Asset Allocation

LASERS' allocation to direct placements shall remain within the limits
authorized by the Investment Committee. The allocation range is 0% - 7% of
the LASERS' aggregate portfolio. For purposes of examining LASERS'
overall asset allocation, the alternative asset target allocation is 6% of total
fund assets subject to Investment Committee direction. Shortfalls from the
target allocation will be funded as needed from over-allocated asset classes.

Alternative asset amounts, which are in excess of the asset allocation target

amount as a result of paﬂ:xal or full liquidation of positions or the receipt of

income from investments, shall be reallocated to LASERS' under-allocated

asset classes. L1qu1dat10ns should be re-invested in the alternative asset '
program if that asset class is under-represented relative to LASERS' target

asset allocation.

LASERS shall endeavor to systematically commit additional funds to this
asset class over time as it becomes under-represented relative to LASERS'
target asset allocation. This under-representation could result from
liquidations/distributions, a decline in the appraised or actual market

values of the underlying securities or the rest of LASERS’ portfolio growing
at a faster rate than the alternative asset inveéstments program. !

3. Portfolio Performance

Performance shall be calculated by the investment consultant (using dollar -

weighted returns) for each manager's alternative asset fund over the life of

the investment. Investment returns will be compared to the return on similar
" investments which originated during the same period. ,

Managers shall maintain a comprehenswe and responsive reporting system
assessmg the performance of both the individual investments in each
* manager's portfolio as well as the entire portfolio. It is in this manner that
under-performing investments in each ‘portfolio can be identified and
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managers can inform the Investment Committee of measures they are taking
to correct the performance of such investments as appropriate.

4. Types of Investments

All investments not expressly excluded by these guidelines are eligible for
use as investments in LASERS' alternatlve asset allocation.

5. Investment Guidelines

a. LASERS' initial investment in a fund (with the exception of a fund-
of-funds) will not exceed 25% of the committed capital of the Fund.

b. All investments must have a mechanism for exit.

ch 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.

d. Preference will be given to those funds where the general partner is
contributing at least 1% of total fund.

e References on the general partner must be checked prior to investing |
in a fund.
6. Strategy

The alternative asset investments will be so diversified as to limit the
exposure of any one investment to 2% of the assets of LASERS' total assets.

Tactical Asset Allocation (TAA) Managers
Each TAA Manager is expécted to adhere to the following guidelines:

1. Equity, fixed income or cash commitment may vary from 0% to 100% of
assets under management.

28 Within each asset class, the TAA manager is subject to the guidelines
outlined in Section VII of the Statement of Investment Objectives, Rules and
Guidelines.

Chief Investment Officer

The Chief Investment Officer shall assist the Board in developing and modifying
policy objectives and guidelines, including the development of liability driven asset
allocation strategies and recommendations on long term asset allocation and the
appropriate mix of investment manager styles and strategies. Additionally, the Chief
Investment Officer shall provide assistance in manager searches and selection, and
investment performance calculation, evaluation, and analysis.

The Chief Investment Officer also communicates the decisions of the Investment
Committee to investment managers, custodian bank(s), actuary, and consultant. The
CIO provides oversight of the investment consultant, investment service providers
and personnel of LASERS' investment division. The Chief Investment Officer is

Louisiana State Employees’ Retirement System
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responsible for communicating with the investment consultant the financial
information necessary to fulfill contractual obligations.

K. Investment Committee

The Investment Committee, at the direction of the full Board, shall review and
approve or disapprove investment recommendations not governed by Investment
Policy prior to their execution. The Committee may also review and recommend
investment policy changes, deletions, or additions. The Committee also shall make
recommendations to the full Board concerning contracts of a financial nature, when
performed by other than LASERS' staff, such as, although not limited to, those for
investment management, custodial arrangements, and securities lending.

L Board of Trustees

The Board of Trustees shall review the total investment program. The Board shall
approve the Investment Policy and provide overall direction to the administrative
staff in the execution of the Investment Policy.

M. Investment Consultant

The Investment Consultant shall assist the Board and the Chief Investment Officer in
developing and modifying policy objectives and guidelines, including the
development of liability driven asset allocation strategies and recommendations on
long term asset allocation and the appropriate mix of investment manager styles and
strategies. Additionally, the consultant shall provide assistance in manager searches
and selection, and investment performance calculation, evaluation, and analysis. The
consultant shall provide timely information, written and/or oral, on investment
strategies, instruments, managers and other related issues, as requested by the Board,
the Investment Committee, or the CIO.

VIII. QUARTERLY REPORTING REQUIREMENTS

-Investment Managers shall submit a report to the Investment Committee Members, Staff,
and Consultant within 30 days after the end of each calendar quarter in the following format:

A. Review of Organizational Structure
1. Organizational changes (i.e., ownership)
28 Departures/additions to investment staff

3. Assets under management
- Total institutional assets and accounts :
- Total assets and accounts for product managed for LASERS
- Product asset growth :
Gains $ Losses $
Current Year
Prior Year
Second Prior Year

B. Summary of Investment Guidelines

1. Summarize guidelines and objectives
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2. Discuss adherence to guidelines
3. Provide any comments and suggestions regarding policy constraints,
guidelines, etc.
4, Submission of Quarterly Policy Guideline Compliance Report
C. Review of Investment Process and Evaluation of Portfolio Management Process
1. Brief review of investment prdccss
2- Discussion of any changes to the investment process
3. Investment strategy used over the past year and underlying rationale .

4. Evaluation (in hindsight) of strategy's appropriateness

5. Evaluation of strategy's success/disappointments
6. Current investment strategy and underlying rationale
7. Comment on the manager’s assessment of the current liquidity of the

‘portfolio and the market(s) in which the portfolio is invested
8. For manager’s holding mortgage backed securities, results of current ‘stress’
tests on the portfolio, indicating how the manager believes it would respond
- to interest rate movements of plus or minus 100, 200, and 300 basis points
from current levels
D. Performance Review

il Present total fund and asset class returns for last quarter, year-to-date, last
year, three years and five years, and since inception versus designated
benchmarks. All performance data shall be in compliance with AIMR
Performance Presentation Standards (PPS).

2. Discuss performance relative to benchmarks (Global bond and international
equity managers provide attribution analysis, which identifies returns due to
country allocation, stock selection, duration and currency decisions).

3. . Provide portfolio characteristics relative to benchmark

E. Derivatives Review
Each manager using derivatives shall also report the following information:

A list of all derivative positions as of quarter-end

2. An assessment of how the derivative positions affects the risk exposures of
the total portfolio

3. An explanation of any significant pricing discrepancies between the manager
and custodian bank
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4. A statement certifying compliance with the investment policy throughout the
quarter; or, if the portfolio has been out of compliance, an explanation

F; Provide Portfolio Holdings
1. Present book value and current market value
2: List individual securities by:

- Standard and Poors sectors for domestic equities

- Country and by industry within country for international equities
- Sector for domestic fixed income

- Country for global bonds

G. Other Business
Include any other comments or information.
IX. ANNUAL REPORTING REQUIREMENTS
A. PROXY VOTING

Reports shall be provided to the Board on an annual basis summarizing Proxy
Voting over the previous fiscal year. The report shall detail any changes that have
occurred in LASERS’ Proxy Voting policies, and note any instances where proxies
were not voted in accordance with the best interest of LASERS’ plan participants.

All proxies are voted by IRRC subject to specific guidelines developed by LASERS.
B. COMMISSIONS & TRADING COSTS

The annual commission report should be delivered to the committee, staff, and
Investment Consultant within forty-five (45) days of the end of each fiscal year [June
30™]. The report should cover all trades executed during the prior calendar year.

Each annual commission report should include the following:

1. Broker Selection Policy. Discussion of the firm’s policy for selecting
brokers, reviewing brokers, and negotiating brokerage commissions. This
should include identification of any situations where the investment manager
has a financial interest in brokers used to execute trades in the portfolio as
well as a list of all broker-dealers used by the firm.

2. Commission Expense. Provide a review of the portfolio’s actual
commission expense over the prior year. At minimum, this should be broken
down by broker and include a distinction between commissions on listed
versus unlisted securities, average commission per share, total shares traded,
total commission expense, and total trading volume. In addition to a printed
report, commission expense shall also be reported to LASERS on a Lotus
123 or Microsoft Excel spreadsheet, in a format provided by LASERS.
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3.

Transaction Cost Analysis. If the firm has a system for monitoring total
transaction cost, commissions plus market impact, a copy of this analysis
should be provided. If no such system is being used, the commission report
should include complete explanation of how the firm monitors selected
brokers for best execution.

C. SOFT DOLLAR POLICY

L.

This should include a discussion of the firm’s soft dollar policy, including
how the investment manager ensures its clients of full disclosure, record
keeping, and consistency of soft dollar information.

There shall be procedures in place to assure that any research and/or services
purchased by the firm with soft dollars are used primarily for the direct
benefit of LASERS' plan participants. If less than 100% of the research
and/or services is used in the investment decision-making process, then
LASERS will only pay for the portion attributed to assisting in the
investment decision-making process.

LASERS?’ soft dollar proportion paid shall not be greater than LASERS’
percentage of the total of similarly managed assets of the investment
manager.

All investment managers will submit a soft dollar budget to LASERS' Staff
for the upcoming calendar year. The soft dollar budget will be a detailed
description of all soft dollar use, including: research and/or service, how the
investment manager will use the item, and the estimated cost to LASERS.

D. SOFT DOLLAR EXPENSE REVIEW

X

Identify any goods and services purchased by the manager with soft dollars
over the past year. This should include soft dollars generated by agency and
principal transactions.

This report should provide, at a minimum, a description of the goods and
services purchased, how the goods and services benefited LASERS' plan
participants, the total costs, the percentage cost paid by the LASERS'
portfolio, and any unused soft dollars that were earned during the year.

Comparison of expenditures for the year to the estimate submitted prior to
the year, explaining major deviations and/or additional costs.

In addition to a printed report, the soft dollar report shall also be reported to
LASERS’ either electronically or by diskette on a Microsoft Excel
spreadsheet, in a format provided by LASERS.
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E. OTHER ANNUAL REPORTING

Managers shall annually report to the Board, standing policies with respect to ethics
and professional practice.

If the manager has adopted the Association for Investmment Management and
Research (AIMR) code of ethics, that adoption should be noted. . If they use a
different code of ethics, their formal policy and code should be provided to
LASERS. Additionally, ‘whether the manager uses the AIMR code or their own,
compliance and oversight procedures should be discussed. These reports shall
specifically note any instances whcre the policies are known to have been violated in
the prior year.

The annual ethics of professional practices report shall be delivered w1th1n forty-five
(45) days of the end of each fiscal year [June 30"].

X. REVIEW OF INVESTMENT PROCESS

On a timely basis, at least quarterly, the Board will review actual investment results
achieved by each manager (with a perspective toward a three to five-year time horizon or a
peak-to-peak or trough-to-trough market cycle) to determine whether:

A The investment managers performed satisfactorily when compared w1th the
~ objectives set and in relation to other similarly managed funds.

B. In addition to reviewing each investment manager's results, the Board will re-
evaluate, from time to time, its progress in achieving the total fund, equity, fixed-
income, and international equity segments objectives previously outlined.

C. The periodic re-evaluation also will involve an evaluation of the continued
appropriateness of: (1) the manager structure; (2) the allocation of assets among the
managers; and (3) the investment obj ectlves for LASERS' assets.

D. The Board may appoint investment consultants to assist in the ongoing evaluation

process. The consultants selected by the Board are expected to be familiar with the

investment practices of similar retirement plans and will be responsible for
suggesting appropriate changes in LASERS' investment program over t1me

E. LASERS' investment managers may be placed on a watch list in response to the
Investment Committee’s concerns about the manager’s recent or long term
investment results, failure of the investment advisor to comply with any of LASERS’
investment guidelines, significant changes in the investment advisor’s firm,
anticipated changes in LASERS' structure, or any other events which the Investment
Committee deems appropriate.

As an example the process leading toward probationary status with regard to long-
term underperformance will normally be as follows:

An advisor will be placed on probationary status if both of these conditions exist:
1. Any advisor whose performance fails, over eight consecutive quarters or any

eight quarters during a ten quarter pCI’lOd to achieve median same style
universe performance levels as defined by LASERS, and
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2. Dunng th1s same penod the return does not meet the retum of the benchmark “

mdex

In no way does this preclude LASERS from placing an advisor on the watch list for
performance in a lesser time period or taking other actions if deemed appropriate by
LASERS. Any advisor on probanonary status will not be eligible to rece:we
additional investment funds from LASERS.
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APPENDIX I

This appendix is intended to provide additional background regarding the selection and
interpretation of various standards contained within the Guidelines.

& Preservation of capital in real and nominal terms...

Capital is expected to increase in absolute (nominal) terms, and also after consideration of
the effects of inflation, i.e., in real terms. Real growth of principal is necessary to ensure
that purchasing power is not eroded by inflation.

If LASERS' assets begin at $100 and rise to $110, a nominal return of 10% would be earned.
If inflation were 6%, a real return of 4% would be earned (10%-6%).

o Total return should be competitive with other Public Funds...

Public Funds are typically more conservatively structured (have less money in equities) than
many other types of institutional investment programs, such as corporate plans. As a result,
they will usually trail other funds in up markets and do better in down markets.
Accordingly, it is essential that a Public Fund peer group be used for comparative purposes.

& Total return should meet or exceed LASERS' Policy Index...
The Policy Index is constructed by using the targeted asset class percentages in section V

applied to market rates of return. The System's Policy Index is calculated using the
following target allocations and indexes:

Target %

Asset Class Rating Index
Equities

Domestic Large Cap 28 S&P 500

Domestic Mid Cap 5 S&P 400

Domestic Small Cap 10 Russell 2000

Established Int'l 9 MSCI-EAFE

Established Int'l Small Cap 3 SB EMI EPAC

Emerging Int'l 3 MSCI-Emerging Markets
Fixed Income

Domestic 19 LB Aggregate*

Public Mortgages 5 LB Aggregate*

Domestic High-Yield 7 CS First Boston High Yield

Global Bonds 5 Salomon World Gov't
Real Estate 0 NCREIF
Private Capital Market 6 NASDAQ + 300 BPS
*Lehman Bothers Aggregate
Bond Index
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*

Risk-adjusted returns...

Risk-adjusted returns are usually calculated by isolating the return earned in excess of the
risk free rate (the T-bill rate), and evaluating that return in relation to the extra risk
(volatility, or standard deviation) incurred in earning the incremental return.

For example:
Excess Excess Return
Return Risk Return Divided By Risk
T-Bills 8% - - j
S&P 500 12% 16% 4% 4/16 =0.25
Manager A 12% 20% 4% 4/20=0.20

In this example, both the Equity Manager and the market earned 4% over T-Bills, but the
Equity Manager incurred somewhat more risk and had lower risk-adjusted returns - not a
desirable situation. A higher risk ad_]usted return indicates that more return was achieved for
the amount of risk taken.

Duration not to differ by more than two years...

Duration is a measure of interest rate sensitivity. It provides an estimate of how much the

current price of a security (or the current cost of funding a liability stream) will vary for a .

given change in interest rates. For example, the price of a bond having a duration of seven
years will increase roughly 7% if interest rates decline 1%; also, the price of that bond will
tend to decline 7% if rates go up 1%. \

Duration may be the same as maturity, but usually is not. For example, a coupon bearing 20
year bond will typically have a duration in the 6-7 year range. However, a 20 year zero
coupon bond will have a duration of 20 years.

Accordingly, it is appropriate to conclude that a 20 year zero coupon bond is roughly three
times more volatile, or aggressive, than a 20 year coupon bearing bond.

The bond market, represented by the Lehman Brothers Aggregate Bond Index, has a
duration of 5.0 years. The seven year guideline, then, would permit active bond managers to
hold a bond portfolio some 40% more volatile than the market (seven years versus five
years). Clearly, this latitude would permit a2 manager the opportunity to structure a portfolio
which would appreciate somewhat more than the market in good times, when rates are
declining. However, the risk of incurring higher losses than the market also exists 1f the
manager extends to the maximum allowable term and rates increase.
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APPENDIX II- Manager Classification, Benchmarks, and Exceptions

This appendix is intended to provide specific guidance regarding individual manager
assignments or classification, benchmarks, and exceptions. This appendix, combined with
the applicable sections of the Statement of Investment Policy and Objectives provides the
complete statement of investment objectives, rules, and guidelines for each of LASERS’
managers, exclusive of rules or guidelines directly incorporated into contracts or other

similar agreements.
Manager/Product Peer Group Assignment | Guideline exceptions
Name Passive Benchmark & Benchmark & clarifications
U.S. Equity Managers
Brandywine Russell 2000 Index NEPC Universe of Small | None
Russell 2000 Value Capitalization Value
Managers
Thomson, Horstman & | Russell 2000 Index NEPC Universe of Small | None
Bryant Russell 2000 Value Capitalization Value
Managers
TCW Earnings Russell 2000 Index NEPC Universe of Small | None
Momentum Russell 2000 Growth | Capitalization Growth
Managers
American Express S&P 500 Index NEPC Universe of Large | None
Russell 1000 Growth | Capitalization = Growth
Managers !
S&P 500 Index S&P 500 Index NEPC Universe of S&P | Purchase securities only
500 Index Managers in the index or to be in
the index. Convertibles
can not be purchased.
Non-levered options and
futures can be purchased.
5% cash limit.
Miller Anderson & S&P 500 Index NEPC Universe of Large | None

Sherrerd

Russell 1000 Value

Capitalization Value

Managers

U.S. Bond Managers

Loomis Sayles FIM Lehman Brothers NEPC Universe of Core | Overall quality rating
Aggregate Bond Index | Fixed Income Managers | of A as measured by
Standard & Poors.
Orleans Capital Lehman Brothers NEPC Universe of Core | None
Management ‘Aggregate Bond Index | Fixed Income Managers
TAMCO — Mortgage | Lehman Brothers NEPC Universe of Core | None
Securities (TCW) Aggregate Bond Index | Fixed Income Managers
+ 100 Bps / Lehman
Brothers Mortgage
Index + 100 Bps
Offitbank CS First Boston High NPEC Universe of High | Individual position
Yield Bond Index Yield Bond Managers sizes are limited to 8%

68
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at purchase. Up to 35%
may be invested in a
single industry; 75% of
the holdings must be
cash pay “seasoned”
securities. 75% of hold-
ings in upper tier of
companies capitaliza-
tion. 25% of capitali-
zation is junior to the
securities owned. Up to
25% may be invested
in other  high-yield
securities.

W.R. Huff

CS First Boston High
Yield Bond Index

NPEC Universe of High
Yield Bond Managers

Individual position
sizes are limited to 8%
at purchase. Up to 35%
may be invested in a
single industry; 75% of
the holdings must be
cash pay “seasoned”
securities. Up to 20%
of their portfolio may
be invested in their

emerging market fund.

Non-U.S. Equity Managers
Delaware MSCI-EAFE Index, NEPC Universe of Inter- | None

Unhedged national Equity Managers
Templeton MSCI-EAFE Index, NEPC Universe of Inter- | None

Unhedged national Equity Managers
Schroder International | Salomon Brothers = | NEPC Universe of Inter- | None
Small Cap EMI-EPAC Extended | national Equity Managers

Market Index
Invista Capital Salomon Brothers NEPC Universe of Inter- | Allowable Investments:
Management EMI-Ex US <§1B national Equity Managers | common stock, pre-

ferred stock, conver-
tible bonds of non-US
domiciled companies,
rule 144a securities,
securities of companies
domiciled in emerging
markets, currency for-
ward and option con-
tracts allowed to hedge
back to US$ (cross-
hedging  prohibited).
Limitations: All secur-
ities must be traded on
developed market ex-
changes. Holding in
any one security
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limited to 6% of the
portfolio @ market
value. Market capital-
ization of any one
security limited to $5B
USD. The weighted
average market capital-
ization of the portfolio
limited to $1B USD.
Leverage and short
selling is prohibited.
No US domiciled com-
panies are permitted.

Schroder International | MSCI Investable E- NEPC Universe of Inter- | None
Emerging Markets merging Market Index | national Equity Managers
Global Bond Managers
Delaware International | Salomon Brothers NEPC  Universe of | None
Advisers World Government Global Bond Managers
Bond Index, Unhedged
Tactical Asset Allocation Manager
INVESCO 50/50 combination of | NEPC  Universe of | None
Lehman Brothers Balanced Managers
Aggregate Bond Index
and S&P 500 Index
Private Equity Manager(s)
Harbourvest: HIPEP 17% Annualized Investment
III-Partnership Fund Limitations: No more
than 70% of total
committed capital in-
vested I Western
Europe, no more than
50% total committed
capital invested in
Asia, no more than
40% total committed
capital invested in
Latin-America and
other non-US markets
(other than Western
Europe & Asia.)
Investment
Harbourvest: HIPEP 17% Annualized Limitations: No more

HI-Direct Fund

than 50% of total com-
mitted capital invested
in Asia. No more than
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40% of the total
committed capital in-
vested in  Latin-
America and other non-
US markets (other than
Western  Europe and

Asia.)
Harbourvest: HP VI- | 17% Annualized The  Direct Fund
Direct Fund intends to diversify its
investment portfolio by
geography and industry

but will be concen-
trated primarily in
laterstage venture capi-
tal companies and buy-
outs. Up to 50% of the
Direct Fund may be
invested in companies
based outside of the

U.S. -
Harbourvest: HP VI- 17% Annualized The Buyout Fund will
Buyout Fund seek to build a portfolio

of buyout, mezzanine,
special situation, recap-
italization, and other
private equity funds
whose committed capi-
tal is expected to gen-
erally be $2 - $3 billion
or larger. It will also
make purchases in

secondary partnerships.
Harbourvest: HP VI- | 17% Annualized The Partnership Fund
Partnership Fund intends to diversify its

investment by geogra-
phy, industry, and
stage. It will also
diversify by size of
fund and timing of
investments. The Part-
nership will seek to
invest similarly to
recent HarbourVest
Funds in which the mix
has been approximately
60% Venture Capital /
40% Buyout and other.
Up to 25% may be
invested in secondary
partnerships and up to
10% may be invested
outside of the U.S.
Brinson Partners 17% Annualized None
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LASERS' TOTAL PLAN ASSET ALLOCATION
’ June 30, 2000
$6.492 BILLION

LASERS' ACTUAL ALLOCATION

GLOBAL FIXED
CASH EQUIV INCOME TAA
0.0% 4.2% 9.2% CAPITAL

US FIXED INCOME
24.0%

MARKETS
5.0%

REAL ESTATE
8%
US EQUITY
NON-US EQUITY
g% 40.2%
LASERS' TARGET ALLOCATION
0% INCOME o

US FIXED INCOME 5% ? i e

26% 6%

REAL ESTATE US EQUITY
e NON-US EQUITY 38%

15%
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INDIVIDUAL MANAGER ALLOCATIONS
June 30, 2000

= i $6.492 BILLION
LASERS' TARGET ALLOCATION
TAA DOMESTICHIGH  REAL ESTATE
MORTGAGES YIELD 0% GLOBAL BONDS

5% 7% 59

EMERGING

MARKETS
3%

CAPITAL MARKETS
6%

INTERNATIONAL
EQUITY
12%

INVESTMENT GRADE
FIXED INCOME
14%

CASH EQUIVALENTS DOMESTIC EQUITY
0% 38%

.LASERS' ACTUAL ALLOCATION BY MANAGER

MANAGER WEIGHT $MM MANAGER WEIGHT $MM
NON-US EQUITY TAA
INTERNATIONAL EQUITY Invesco 9.2 600.3
Delaware Intl. Advisors 4.7 303.5 TOTAL TAA 9.2% $ 600.3
Invista Capital Mgt. 15 98.3 INVESTMENT GRADE BONDS
Schroders-Small Co. 1.5 96.4 Loomis, Sayles & Co. 84 545.0
Templeton 55 359.0 Orleans Capital 4.2 2712
TOTAL CORE INTL 13.2% |$ 857.2 TOTAL INVESTMENT GRADE 12.6% |$ 816.2
EMERGING MARKETS MORTGAGES
Schroders-Emrg Mkts 34 2175 TICW 4.8 310.6
TOTAL EMERGING MARKETS 3.4% $ 217.5 TOTAL MORTGAGES 4.8% $ 310.6
TOTAL NON-US EQUITY 16.6% |$ 1,074.7 DOMESTIC HIGH YIELD
DOMESTIC EQUITY WR Huff 33 216.5
SMALL CAP VALUE Offitbank 33 2119
TH&B 2.8 184.6 TOTAL DOMESTIC HIGH YLD 6.6 % $ 428.4
Brandywine 24 152.4 GLOBAL BONDS
SMALL CAP GROWTH Delaware Intl Advisers 42 272.8
TCW 57 370.2 TOTAL GLOBAL BONDS 4.2% $ 272.8
TOTAL SMALL CAP 109% |$ 707.2 TOTAL FIXED INCOME 374% |$ 2,428.3
LARGE CAP VALUE CAPITAL MARKETS
MAS 3.6 2349 John Hancock 1.0 63.2
LARGE CAP GROWTH Pathway 0.5 312
American Express 44 285.4 Brinson 25 164.0
TOTAL LARGE CAP 8.0% 3 520.3 Harbourvest VI 0.6 39.6
LASERS S&P 500 INDEX 187% |$ 1,214.8 HIPEP III 04 25.8
SSGA RUSSELL 2000 INDEX 2.6% $ 167.4 TOTAL CAPITAL MARKETS| 5.0% $ 323.8
TOTAL DOMESTIC EQUITY 40.2% [$ 2,609.7 TOTAL REAL ESTATE 0.8% $ 52.1
TOTAL EQUITY 56.8% |$ 3,684.4 TOTAL CASH 0.0% $ 33
TOTAL PLAN ASSETS 100.0% |$ 6,491.9
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Schedule of Brokerage Commission Paid

Year Ended June 30, 2000
Commission
Brokerage Firms Shares Traded Dollar Amount Per Share
MERRILL LYNCH,PIERCE, FENNER & SMITH 41,314,309 $ 814,543.23 $ 0.0197
CSFB 12,041,490 $ 308,390.92 $ 0.0256
INSTINET 5,161,856 $ 303,275.01 $ 0.0588
DONALDSON & CO INCORPORATED 6,336,523 $ 164,687.57 $ 0.0260
. SALOMON SMITH BARNEY 4,147,098 $ 160,346.18 $ 0.0387
. HSBC SECURITIES INC 11,961,746 $ 149,478.08 $ 0.0125
DEUTSCHE MORGAN GRENFELL SECURITIES 3,656,747 $ 140,677.15 $ 0.0396
INVESTMENT TECHNOLOGY GROUP - 6,634,985 $ 136,208.78 $ 00205
ABN AMRO ' ~ 2,524,001 $ 134,471.29 $ 0.0533
GOLDMAN SACHS 4,227,206 $ 133,858.22 $ 00317
WACHOVIA SECURITIES 3,989,010 $ 127,097.13 $ 0.0319
MORGAN STANLEY 3,982,671 $ 126,621.15 $ 0.0318
ROBERT FLEMMING 11,247,350 $ 111,370.08 $ 0.0099
WARBURG DILLON REED LONDON 9,611,790 $ 109,373.00 $ 0.0114
MACQUARIE EQUITIESUS A 3,993,882 $ 87,982.96 $ 0.0220
BNP-BANQUE NATIONALE DE PARIS - 7,386,754 $ 87,566.12 $ 0.0119
JEFFERIES & CO 2,383,691 $ 86,844.42 $ 0.0364
PAINE WEBBER 1,625,970 $ 82,122.03 $ 0.0505
LEHMAN BROTHERS 1,649,839 $ 75,518.16 $ 0.0458
SOCIETE GENERALE SECURITIES 5,910,635 $ 74,960.30 $ 0.0127
JONES & ASSOCIATES 2,727,102 $ 74,027.25 $ 0.0271
CANTOR FITZGERALD & CO., INC. 1,495,033 $ 65,566.74 $ 0.0439
ENSKILDA SECURITIES 1,226,410 $ 55,329.16 $ 0.0451
CAPITAL INSTITUTIONAL SERVICES 915,850 $ 563,747.18 $ 0.0587
KEMPEN & CO 856,976 $ 53,404 .91 $ 0.0623
SK INTERNATIONAL SECURITIES 875,123 $ 51,741.59 $ 0.0591
SG COWEN SECURITIES CORP 1,063,600 $ 47,297.57 $ 0.0445
BRIDGE TRADING 851,675 $ 43,530.32 $ 0.0511
BROADCORT CAPITAL 717,296 $ 42,979.58 $ 0.0599
JANNEY MONTGOMERY, SCOTT 671,310 $ 40,378.86 $ 0.0601
‘HANDLESBANKEN 1,756,221 $ 40,341.17 $ 0.0230
J.P. MORGAN 723,128 $ 39,995.07 $ 0.0553
WILLIAMS CAPITAL GROUP 693,800 $ 39,001.73 $ 0.0562
BNY ESI & CO 616,261 $ 35,351.51 $ 0.0574
BEAR STEARNS 1,134,129 $ 35,023.41 $ 0.0309
UBS WARBURG LLC 1,141,009 $ 33,795.13 $ 0.0296
CIBC WORLD MARKETS 814,000 $ 32,689.01 $ 0.0402
CARNEGIE NORWAY 1,054,488 $ 32,050.24 $ 0.0304
PRUDENTIAL SECURITIES 609,218 $ 31,326.63 $ 0.0514
OTHERS 41,488,443 $ 803,701.00 $ 0.0194
TOTAL 211,118,625 $ 5,066,669.84 $ 0.0240
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LARGEST ASSETS HELD
June 30, 2000
LARGEST STOCK HOLDINGS
(Excludes Commingled Funds)

SHARES STOCK DESCRIPTION MARKET VALUE
1,500,490 GENERAL ELEC CO $ 79,525,970
563,840 INTEL CORP 75,378,360
1,176,100 CISCO SYSINC 74,755,856
1,213,367 PFIZER INC 58,241,616
603,700 MICROSOFT CORP 48,296,000
511,230 ORACLE CORP . 42,975,272
460,060 E M C CORP MASS 35,385,866
448,779 EXXON MOBIL CORP 35,229,152
591,700 WAL MART STORES INC 34,096,713
528,600 CITIGROUP INC 31,848,150

LARGEST DEBT HOLDINGS
(Excludes Commingled Funds)

PAR VALUE BOND DESCRIPTION MARKET VALUE
$ 22,700,000 GERMANY(FED REP), 6.5 due 7/15/03 $ 22,615,136
23,083,974 FNMA POOL 490105, 6.5 due 3/1/19 ’ 22,008,953
21,000,000 GERMANY(FED REP), 6 due 1/4/07 20,935,583
17,400,000 FED HOME LN MTG CORP, 6.625 due 9/15/09 16,799,178
16,500,000 PHILIP MORRIS COS INC, 6.375 due 2/1/06 14,948,010
14,900,000 NETHERLANDS (KINGDOM OF), 5.75 due 2/15/07. 14,632,908
14,274,000 UNITED STATES TREAS BILLS, due 9/7/00 14,102,602
16,572,312 FEDERAL HOME LN MTG PC GTD, 7.98 due 11/15/23 13,573,718
15,000,000 FEDERAL HOME LN MTG CORP, 5.75 due 7/15/26 13,401,450
14,000,000 FRANCE(GOVT OF), 4.5 due 7/12/02 13,295,437

COMMINGLED FUNDS

FUND DESCRIPTION MARKET VALUE
SCHRODER INTERNATIONAL EMERGING MARKET EQUITY $ 217,501,824
RUSSELL 2000 INDEX DOMESTIC EQUITY 167,366,416
SCHRODER INTERNATIONAL EQUITY 96,418,991
S&P INDEX FUTURE FUND (SPIFF) 46,981,079
W.R.HUFF INTERNATIONAL BOND/FIXED INCOME 14,743,840

LASERS internally manages a portfolio that is a replication of the S&P 500 Index. Balance of the
fund at June 30, 2000 was $1,214,841,275. Securities are reported individually.
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SUMMARY OF MANAGER PERFORMANCE
RATES OF RETURNS GROSS OF FEES
(For Period Ending June 30, 2000)

Contract MKT VAL 2nd Fiscal 1 2 3 4 5
Exp. Date § (Million) Month QTR YTD YTD Year Years Years  Years Years
U.S. EQUITY
LARGE CAP GROWTH
AMERICAN EXPRESS (1) 06/30/02 $ 2854 8.0 -25 0.5 9.9 9.9 15.9
S&P 500 25 27 04 72 72 14.7 19.7 233 23.8
RUSSELL 1000 GROWTH 76 27 42 257 25.7 26.5 28.1 28.9 28.7
TOTAL LARGE GROWTH $ 2854| 80 -2.5 1.1 8.2 8.2 13.2 16.4 19.9 217
LARGE CAP VALUE
MAS 02/28/02 $§ 2349| -67 4.9 3.7 -157 -15.7 5.6 0.7
S&P 500 25 27 04 7.2 7.2 14.7 19.7 233 23.8
RUSSELL 1000 VALUE 4.6 4.7 4.2 8.9 8.9 3.0 10.9 16.1 17.8
TOTAL LARGE VALUE $ 2349| 67 4.8 -3.7 214 21.4 -6.8 0.4 8.0 9.5
SMALL CAP GROWTH
TCW 12/31/00 $ 3702 274 9.3 5.8 76.8 76.8 427 36.2 24.1 272
RUSSELL 2000 8.7 -3.8 3.0 143 14.3 7.7 10.6 12.0 14.3
RUSSELL 2000 GROWTH 12.9 74 1.2 284 28.4 17.9 16.3 133 15.8
TOTAL SMALL GROWTH $ 3702 271 -9.3 5.8 76.8 76.8 36.2 31.0 21:9 26.0
SMALL CAP VALUE
BRANDYWINE 09/14/00 § 1524 -04 -1.4 64 -16.0 -16.0 -10.1 0.7 84
THB 09/14/00 $ 1846| 85 4.4 7.7 18.3 18.3 26 6.9 115
RUSSELL 2000 8.7 -3.8 3.0 14.3 14.3 7.7 10.6 12.0 14.3
RUSSELL 2000 VALUE 29 2.0 5.8 0.9 0.9 34 338 9.5 1.7
TOTAL SMALL VALUE § 3370 43 1.5 1.0 0.9 0.9 -3.2 4.3 10.4 13.0
|INDEX FUNDS
SSGA RUSSELL 2000 INDEX FUND $ 1674 86 -3.1 36 14.7 14.7
RUSSELL 2000 8.7 -3.8 3.0 143 14.3 7.7 10.6 12.0 14.3
TOTAL SMALL CAP INDEX FUND § 1674| 86 -3.1 36 14.7 14.7
LASERS S&P 500 INDEX FUND $ 12148 24 24 <0.1 9.9 8.9
S&P 500 25 =27 0.4 7.2 7.2 147 19.7 233 23.8
TOTAL LARGE CAP INDEX FUND $ 12148 24 24 0.1 9.9 9.9 16.0
TOTAL US INDEX EQUITY $ 13822 3.2 -2.6 0.4 10.2 10.2
TOTAL U.S. EQUITY $ 2609.7| 56 -3.3 0.9 8.9 8.9 10.3 13.8 16.7 18.6
NON-US EQUITY
DELAWARE INT'L ADVISORS 03/23/02 $ 3035| 7.4 7.6 20 10.8 10.8 9.3 8.9
TEMPLETON INTL 02/28/02 $ 359.0| 5.9 1.6 1.0 16.1 16.1 8.4 74 126 13.6
MSCI EAFE 39 4.0 4.1 17.2 17.2 123 10.2 10.8 113
TOTAL CORE INTL $ 6625| 66 4.3 1.5 13.7 13.7 8.8 8.1 12.6 13.6
SCHRODERS SC (GROWTH) 09/30/03 $ 964| 65 -5.0 7.2 34.6 346 184 11.9 9.7 124
SB EMI EPAC 6.5 -1.9 0.2 14.6 146 9.0 6.2 48 74
INVISTA CAPITAL MGT (VALUE) 12/31/03 § 983| 5.2 -13.1 -1.7 63.6 63.6
SB WORLD EX-US <$1 BILLION 7.9 -1.5 27 113 11.3 9.4 20 2.0 49
TOTAL INT'L SMALL CAP $ 194.7| 59 9.3 25 48.1 48.4 24.2 15.5 12.3 14.5
3.0
SCHRODERS EMER MKTS 10/31/00 $§ 2175 4.0 117 <108 11.2 11.2 18.7 26 26
MSC] EMERGING MARKETS FREE 3.5 -10.2 -8.0 9.5 9.5 18.7 -5.0 -0.8 1.0
TOTAL NON-U.S. EQUITY $ 1,0747| 59 -1.9 -1.1 18.1 18.1 1341 74 103 127
|TOTAL EQUITY $ 36844 | 57 -2.9 0.3 11.5 11.5 11.1 11.6 14.5 16.6
(x) denotes a manager on the watch list
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SUMMARY OF MANAGER PERFORMANCE
RATES OF RETURNS GROSS OF FEES
(For Period Ending June 30, 2000)

Contract MKT VAL 2nd Fiscal 1 2 3 4 5
Exp. Date $ (Million) Month QTR YTD YTD Year Years Years Years  Years

US FIXED INCOME
INVESTMENT GRADE
LOOMIS SAYLES & CO 12/31/04 $ 5450 25 1.0 23 33 33 3.0 5.7 6.6 6.4
ORLEANS CAPITAL MGT 12/31/04 $ 2712| 1.7 0.8 28 29 29 27 54 6.2 6.0
LB AGGREGATE 2.1 1.7 4.0 46 46 38 6.0 6.6 6.2
TOTAL INVESTMENT GRADE $ 8162] 22 0.9 2.4 3.2 32 2.9 5.6 6.5 6.3
HIGH YIELD
W.R. HUFF ASSET MGT 12/31/04 § 2165| 20 0.3 12 42 42 45 75 97 10.2
OFFITBANK 1213104 $  2119| 1.6 14 07 1.4 1.4 1.0 44 6.8 75
FIRST BOSTON HIGH YIELD 22 05 0.8 0.4 0.4 06 3.1 59 6.7
TOTAL HIGH YIELD $ 4284| 18 0.8 03 1.6 1.6 2.8 6.0 8.3 8.9
MORTGAGE
TCW 12/31/04 § 3106 1.5 1.5 41 5.1 51 56 7.9 7.9 9.7
LB MORTGAGE INDEX 2.1 23 37 50 50 45 6.0 6.7 6.6
TOTAL MORTGAGE $ 3106| 15 1.5 4.1 5.1 5.1 5.6 7.9 7.9 9.7
TOTAL U.S. FIXED INCOME $ 1,5552| 20 1.0 2.1 3.1 3.1 34 6.1 7.1 7.5
GLOBAL FIXED INCOME
DELAWARE INV ADVISOR 09/30/02 § 272.8| 36 05 038 22 22 18
SB WORLD GOVT BOND 24 0.1 0.0 32 32 36 3.9 39 3.2
TOTAL GLOBAL FIXED INCOME $ 2728| 36 05 0.8 0.3 0.3 2.3 2.8 3.6 3.7
TOTAL FIXED INCOME $ 18280 22 0.9 1.6 2.6 26 3.2 54 63 . 65
TACTICAL ASSET ALLOCATION
INVESCO 0228001 § 6003| 28 15 13 14 14 6.1 109 14.8
50% S&P 500, 50% LB AGGREGATE 2.3 05 19 6.2 6.2 9.7 13.1 15.0 15.0
TOTAL TAA S 6003| 28 15 43 1.1 1.1 6.1 10.9 14.7 14.6
ALTERNATIVE ASSETS
BRINSON SECONDARY 02/01/01 § 24| 19 1.9 29
BRINSON PRIMARY (4) 02/01/01 $ 1619 17.0 174 749 1142 1142 524 352
JOHN HANCOCK : 03/31/02 § 632| 00 513 2807  890.8 8908 2825 1709 1404 1052
HIPEP DIRECT 10/0810 $ 37| 00 0.1 473 16.5 16.5
HIPEP PARTNERSHIP 10/0810 $  124| 00 1.5 2.8 6.2 6.2
HARBOURVEST Vi - BUYOUT 06/30110 § 62| 00 9.1 329
HARBOURVEST VI - DIRECT 06/3010 $ 83| 0.0 176 50
HARBOURVEST VI - PTNR 06/30/10 $§ 251 | 00 13 6.0
PATHWAY CAPITAL MGT 03/31/02 $ 312 -0 7.8 527 975 975 592 513 406 340
NOMINAL BENCHMARK 1.3 4.0 8.2 17.0 17.0 17.0 17.0 17.0 17.0
TOTAL ALTERNATIVE ASSETS  § 3238| 8.1 18.3 882 1766 1766 853 647 594 479

() denotes a manager on the watch list
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SUMMARY OF MANAGER PERFORMANCE
RATES OF RETURNS GROSS OF FEES
(For Period Ending June 30, 2000)

Contract MKT VAL 2nd Fiscal 1 2 3 4 5
Exp. Date _$ (Million) Month QTR YTD YTD Year Years  Years Years  Years
REAL ESTATE
[EQUITY REAL ESTATE
EQUITABLE PRIME PROPERTY FUND $ 03| 04 1.2 117 10.8 10.8 145 153 142 115
HEITMAN REAL ESTATE FUND FIVE (1) $ 79| 00 0.1 223 16.4 16.4 176 15.9 135 12.1
JMB GROUP TRUST FIVE (1) $ 122| o6 18 -126 8.1 8.1 2.8 5.6 43 4.6
L&B PROPERTY FOUR $ 162( 00 1.5 24 6.8 6.8 7.9 10.6 9.9 10.0
TCW REALTY FUND SIX $ 125 22 21 0.6 2.1 2.1 48 5.5 6.3 6.5
NCREIF CUSTOM PROPERTY 2.6 26 55 11.6 11.6 13.6 14.6 13.7 12.8
TOTAL EQUITY REAL ESTATE * $§ 519| -04 0.5 6.2 6.7 6.7 9.5 11.2 10.7 9.8
DEBT REAL ESTATE
LOUISIANA HOUSING FIN 5 0.1 0.6 20 4.2 8.0 9.0 9.2 9.5 10.3 10.3
91 DAY T-BILL 0.4 1.5 28 5.1 5.1 5.0 5.2 52 53
TOTAL DEBT REAL ESTATE * $ 02| 06 1.7 36 8.0 8.0 11.2 2.6 28 4.8
TOTAL REAL ESTATE s 521 -04 0.5 6.2 6.7 6.7 95 11.1 10.6 97
CASH EQUIVALENTS
HOLDING ACCOUNT $ 33| 08 1.6 3.1 5.8 5.8 58 53 5.4 55
91 DAY T-BILL 0.4 15 28 5.1 5.1 50 5.2 52 53
TOTAL CASH EQUIVALENTS $ 33| 08 1.6 3.1 58 5.8 5.8 5.3 54 5.5
TOTAL PLAN
TOTAL PLAN W/O TAA $ 58816 | 47 0.8 34 12.6 12.6 10.5 10.8 12.2 12.8
FINANCIAL COMPOSITE $ 6,116.0[ 4.3 1.7 0.5 7.6 7.6 8.0 9.4 11.4 122
FINANCIAL ALLOCATION INDEX 35 -1.9 0.2 8.2 8.2 93 . 10.5 11.9 11.9
FINANCIAL POLICY INDEX 34 -1.7 0.7 8.8 8.8 9.8 11.0 12.2 12.1
TOTAL PLAN $ 64919| 45 -0.9 3.0 115 11.5 10.1 10.9 12.5 13.0
TOTAL PLAN ALLOCATION INDEX 3.2 -1.6 07 8.6 8.6 9.6 10.8 121 12.0
TOTAL PLAN POLICY INDEX 32 -1.3 1.1 9.2 9.2 10.2 11.4 12.6 12.4
* Note: Both the sum and the retum of the Total Debt and Equity Real Estate headings are inclusive of their individual Cash Equivalent
amounts in addition to the sum of their sub-accounts. ! i
Cash Equivalents . Sum to Sub-Accounts Total
$ 28 $ 491 $ 519
g 02 $§ 01 $ 02
$ 3.0 $ 49.1 $ 521
(x) denotes a manager on the watch list
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- SCHEDULE OF FEES
(by Investment Manager Clasmﬁcahon)

For Year Ended June 30, 2000

/ Assets under Annual
* Investmenmt < - Management Fees -
Manager Type (in millions) (in dollars)
Fixed Income Méhagers
- U.S. Fixed Income $ 15552 $ 3,371,718
Global Fixed Income. 272.8 - 870,166
Total Fixed Income . - 1,828.0 4,241,884
Equity /
U.S. Equity 2,609:7 5,814,885
Global Equity 1,074.7 4,279,306
Total Equity 3,684.4 . 10,094,191
Real Estate 52.1 35,712
Venture Capital 323.8 3,730,243 .
TAA Managers 600.3 943,523
Cash 33 -
Consulting Fees - 2