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the whole state, not just public employees?

[t's frue. When you retire, your benefits will help
you buy the things you need. Those payments act
as an economic engine to the community in which you
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provide jobs. All combined, active retirees,
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Providing Benefits for Life

PERS

of MISSISSIPPI

December 20, 2011

Board of Trustees

Public Employees’ Retirement System
429 Mississippi Street

Jackson, MS 39201-1005

Dear Board Members:

| am pleased to present the 2011 Comprehensive Annual Financial Report (CAFR) of the Public Employees’
Retirement System of Mississippi (the System). Against the backdrop of an uncertain economy, we have been
successful in extending our track record of leadership in delivering retirement benefits to tens of thousands

of retired Mississippi public employees. Our complete commitment to providing secure benefits for life has
led us to enhanced technology systems and pension plan changes that position PERS for sustained financial
stability well into the future. But our accomplishments are not just an expression of our financial strength and
our ability to deliver retirement benefits. They confirm our strategy and solid commitment to long-term pension
administration success. | am happy to report that we remain well prepared to provide secure benefits while
carefully safeguarding the retirement future of our members and retirees. We trust that each of you will find

this CAFR helpful in understanding your retirement system.

PROFILE OF THE SYSTEM

The System was established to provide benefits for all state and public education employees, officers of the
Mississippi Highway Patrol, elected members of the state Legislature, the President of the Senate, and other
public employees whose employers have elected to participate. Plans administered by the System include the
Public Employees’ Retirement System (PERS), which was established by legislation in 1952; the Mississippi
Highway Safety Patrol Retirement System (MHSPRS), established in 1958; the Mississippi Deferred
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Compensation Plan and Trust (MDC), established in 1973; the Supplemental Legislative Retirement Plan
(SLRP), established in 1989; and the Municipal Retirement Systems (MRS), which came under the System’s
administration in 1987. As of June 30, 2011, the System’s defined benefit plans served a total of 162,392
members and 86,022 retirees and beneficiaries. There are 896 participating employers from across the
state. Primary sources of funding for the System include employer contributions, member contributions, and
investment income. Retirement benefits paid during the fiscal year totaled $1.8 billion. Employers contributed
$755.2 million during the fiscal year while members of the System contributed a total of $535.6 million. As
of June 30, 2011, net assets held in trust for pension benefits totaled $20.8 billion.

The System is administered by a 10-member Board of Trustees that includes the State Treasurer; one
gubernatorial appointee who is a member of the System; two state employees; two retirees; and one
representative each from public schools and community colleges, state universities, municipalities, and
counties. With the exception of the State Treasurer and the gubernatorial appointee, all members are
elected to staggered six-year terms by the constituents they represent. The Board of Trustees is vested with
the responsibility for the general administration and proper operation of the System. The executive director is
designated by the Board to lead and conduct all business for the System. The Public Employees’ Retirement
System of Mississippi operates under legislative mandate with respect to administrative budgets, human
resources, and purchasing guidelines. The System is considered a component unit of the state of Mississippi
for financial reporting purposes and, as such, the financial statements contained in this report also are
included in the State of Mississippi’s Comprehensive Annual Financial Report.

Annual budgets are legally adopted for the administrative expenditure portion of the System’s operations
and are funded by earnings of the System. Our operating budget request for the upcoming fiscal year is
prepared in conjunction with a review of our strategic long-range plan. A budget request is approved by
the Board of Trustees and submitted to the state Legislature, which legally enacts the budget in the form of
an appropriation bill during the subsequent legislative session. Transfers may be made between budget
categories with approval of the Mississippi Department of Finance and Administration. A more detailed
discussion of the budgetary process is presented in the Financial Section of this CAFR on pages 39 and 40.

FINANCIAL INFORMATION

Our staff issues a CAFR within six months of the close of each fiscal year. The report contains basic financial
statements presented in conformity with generally accepted accounting principles and audited in accordance
with generally accepted auditing standards, as well as standards applicable to financial audits contained

in government auditing standards. The 2011 independent audit was conducted by KPMG LLP, a firm of
licensed certified public accountants. The Independent Auditors’ Report is presented in the Financial Section
on page 17.

This CAFR consists of management’s representations concerning the finances of the System. Consequently,
management assumes full responsibility for the completeness and reliability of all information presented in
this report. A framework of internal controls is maintained to establish reasonable assurance that assets are
safeguarded, transactions are accurately executed, and financial statements are fairly presented. The system
of internal controls also includes written policies and procedures and an internal audit department that
reports to the Board of Trustees. The internal audit department makes recommendations for improvements in

controls and operating efficiency. Management's Discussion and Analysis (MD&A) immediately follows the



independent auditors’ report and provides a narrative introduction, overview, and analysis of the
basic financial statements. MD&A complements this letter of transmittal and should be read in conjunction
with this letter.

In an economy diminished by high unemployment, turbulent financial markets, and slow economic growth,
our capacity to provide retirement benefits to our members and retirees continues to remain stable, secure
and sustainable well into the future. Since the inception of the System, the Board of Trustees has focused on

a disciplined investing approach that emphasizes the fundamentals of a well-diversified portfolio of securities
invested over the long term. Our asset allocation policy is strategically balanced to provide an expected

level of return while incurring minimal risk, which over time will fund the liabilities of the System with the
contribution rate at a level percent of payroll. The System earned a 25.4 percent rate of return on investments
as of June 30, 2011, outperforming the System’s benchmark return of 21.7 percent. As of September

2011, the Public Employees’ Retirement System remains well positioned, ranking as the 66th largest among
corporate and public pension plans in the United States and the 158th largest plan in the world.

The System is prepared for fluctuating market conditions, in part, through emphasis on the long-term
perspective. Over the 31-year period since the System entered the stock market, we have experienced
positive returns, as high as 31.2 percent, with the exception of four years — 2001, 2002, 2008, and 2009
— when negative returns were recorded. From PERS initial investment in equities in 1980, the average return
stands at 11.24 percent, which exceeds our expected return of 8.0 percent. Positive investment performance
over the long term ensures that the System continues on firm financial ground as it navigates through a
challenging economy. The path forward may not always be smooth, but with a solid record of success and
continued diligent effort, we will advance our mission to provide secure retirement benefits to our members
and retirees. A performance summary of rates of return compared to appropriate benchmark rates of return

is located on page 76 of this report.

Annual actuarial valuations for PERS, MHSPRS, MRS, and SLRP are conducted by the consulting actuarial
firm of Cavanaugh Macdonald Consulting, LLC. Actuarial assumptions and contribution rates are based on
recommendations made by the actuary. Experience investigations are performed at least every other year by
the actuary to determine that actuarial assumptions are reasonably related to actual experience. Additional
information regarding the actuarial valuation is presented in the notes to the basic financial statements and in

the Actuarial Section of this report.

The funding ratio is a measure of the actuarial value of assets to the actuarial accrued liability. Based on
the most recent actuarial valuation, PERS is 62.2 percent funded, MHSPRS is 67.1 percent funded, MRS

is 47.2 percent funded, and SLRP is 73.1 percent funded. Funding status and progress is presented in the
Required Supplementary Information Schedules and accompanying notes beginning on page 57. Based
on fiscal year-end valuation results, each of the System’s plans continue in sound condition, presuming that
future contributions will be made at the level necessary to ensure adequate funding and to meet accounting

standards as certified in the Actuarial Section of this report.

The PERS employer contribution rate remained unchanged during fiscal year 2011 at 12.0 percent. To help
address the funded status of plans within the System, the Board of Trustees approved the recommendation



of our consulting actuary to increase the PERS employer contribution rate from 12.0 percent to 12.93
percent, the MHSPRS employer contribution rate from 30.3 to 35.21, and the SLRP employer contribution
rate from 6.65 percent to 7.4 percent. In response to a request from legislative leaders, the Board delayed
the employer contribution rate increase effective date from July 1, 2011, until January 1, 2012. The Board's
funding decisions are based on the System’s funding policy, which states that the need for increases will

be evaluated on an annual basis, in conjunction with recommendations made by our consulting actuary, in

order to maintain the unfunded accrued liability (UAL) period within 30 years.

FOR THE FUTURE

Information technology has been an area of careful consideration and review for the System over the

past several years. In keeping with our efforts to provide high-quality pension benefits administration, the
System embarked on a major project initiative with the aim of implementing a new pension and benefits
administration solution using the most economical avenues for technical support. Our objectives are centered
on developing a stable, state-ofthe-industry solution consisting of the implementation of a fully integrated
retirement system and customizations to that system capable of supporting PERS’ mission well into the

21st century. | am pleased to report that PERS is 14 months into a three-year project with an estimated

implementation date of the first quarter of 2013.

PERS has responded to the effect of the economic downturn in 2008 and 2009 by initiating a series of
sustainability measures that became effective July 1, 2011. These changes to pension benefits apply

only to employees of the System hired on or after the effective date and do not affect the benefit structure of
current employees. Details of these changes can be found on pages 118 and 119 of the Actuarial Section

of this report.

AWARDS

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the System for its comprehensive annual
financial report for the fiscal year ended June 30, 2010. The Certificate of Achievement is a prestigious
national award, recognizing conformance with the highest standards for preparation of state and local

government financial reports.

In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily readable
and efficiently organized comprehensive annual financial report with contents that conform to program
standards. Such financial reports must satisfy both generally accepted accounting principles and applicable
legal requirements. A Certificate of Achievement is valid for a period of only one year. The System has
received a Certificate of Achievement for the last 24 consecutive years. We believe our current report
continues to conform to the Certificate of Achievement Program’s requirements, and we are submitting it to
GFOA for evaluation.

The Public Employees’ Retirement System of Mississippi’s submission of a Popular Annual Financial Report
to the GFOA resulted in an Award for Outstanding Achievement in Popular Annual Financial Reporting for
the fiscal year ended June 30, 2010. In order to receive an Award for Outstanding Achievement in Popular
Annual Financial Reporting, a government unit must publish a Popular Annual Financial Report with contents

that conform to program standards of creativity, presentation, understandability, and reader appeal.



An Award for Outstanding Achievement in Popular Annual Financial Reporting is valid for a period of only
one year. The Public Employees’ Retirement System of Mississippi has received a Popular Award for the last
eight consecutive fiscal years. We believe our current report continues to conform to the Popular Annual
Financial Reporting requirements, and we are submitting it to GFOA.

The Public Employees’ Retirement System received the Public Pension Coordinating Council’s (PPCC) Public
Pension Standards 2011 Award in recognition of meeting professional standards for plan design and
administration. The PPCC is a national confederation of state retirement associations whose standards are
widely recognized benchmarks for public pension systems in the areas of plan design, funding, actuarial and

financial audits, as well as member communications.

CONCLUSION

This report is a product of the combined efforts of the System’s staff and advisors functioning under your
leadership. It is infended to provide extensive and reliable information as a basis for making management
decisions, determining compliance with legal provisions, and determining responsible stewardship for the
assets contributed by the System’s members and their employers.

Copies of this report are provided to the Governor, State Auditor, and all member agencies. These agencies
form the link between the System and its members, and their cooperation contributes significantly to our
success. | hope all recipients of this report find it informative and useful. This report also is available to the
general public on our website, www.pers.state.ms.us.

| would like to express my gratitude to you, the staff, the advisors, and others who have worked so diligently
to build on the foundation we have laid and to preserve the vision of a secure retirement future of our

members and retirees.

Respectfully submitted,

Pat Robertson

Executive Director



Pat Robertson

Executive Director



2011 Board of Trustees

(Standing, Left to Right)

TATE REEVES
State Treasurer, Ex Officio

1/081t0 1/12

EDWIN C. LEGRAND III
Elected by State Employees
1/07 to 12/12

RICHARD C. MILLER, M.D.
Elected by Retirees
5/111t04/17

EDWARD LEE CHILDRESS, ED.D.
Elected by Public School and

Community/Junior College Employees
5/10t0 4/16

BILL BENSON
Elected by County Employees
1/10t0 12/15

|

THOMAS J. LARIVIERE, CHAIRMAN
Elected by Municipal Employees
1/0910 12/14

(Sitting, Left to Right)

CECIL L. HILL, PH.D.
Elected by Institutions of Higher

Learning Employees
1/1110 12/16

H.S. “BUTCH” MCMILLAN
Elected by State Employees
8/09 to 6/14

VIRGIL F. BELUE, ED.D.
Elected by Retirees
7/07 to 6/13

(Not Pictured)

PAUL HURST
Appointed by Governor
7/09 10 4/12
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Outside Professional Services

FIXED INCOME MANAGERS

CIS, a Division of Dreyfus Corporation
BNY Mellon Center, Suite 5400
Pittsburgh, Pennsylvania 15258-0001
Telephone: (412) 234-0168

Pacific Investment Management Company
840 Newport Center Drive

Newport Beach, California 92660
Telephone: (949) 720-6000

BlackRock Institutional Trust Company, NA
40 East 52nd Street

New York, New York 10022

Telephone: (212) 810-3729

Aberdeen Asset Management
1735 Market Street, 37th Floor
Philadelphia, Pennsylvania 19103
Telephone: (215) 405-5700

State Street Global Advisors

State Street Financial Center

One Lincoln Street

Boston, Massachusetts 02111-2999
Telephone: (617) 664-4739

Loomis Sayles & Company, LP
One Financial Center

Boston, Massachusetts 02111
Telephone: (617) 482-2450

Wellington Management Company, LLP
75 State Street

Boston, Massachusetts 02109
Telephone: (617) 951-5000

EQUITY MANAGERS

Northern Trust Global Investment
50 South LaSalle Street
Chicago, lllinois 60675
Telephone: (312) 444-4977

Fayez Sarofim & Company

Two Houston Center, Suite 2907
Houston, Texas 77010
Telephone: (713) 654-4484

The Boston Company Asset Management, LLC

One Boston Place, Suite 024-0051
Boston, Massachusetts 02108
Telephone: (617) 722-7000

Wellington Management Company, LLP
75 State Street

Boston, Massachusetts 02109
Telephone: (617) 951-5000

Artisan Partners Limited Partnership
875 East Wisconsin Avenue, Suite 800
Milwaukee, Wisconsin 53202
Telephone: (414) 390-6100

Dimensional Fund Advisors, Inc.
6300 Bee Cave Road, Building One
Austin, Texas 78746

Telephone: (512) 306-7400

State Street Global Advisors

State Street Financial Center

One Lincoln Street

Boston, Massachusetts 02111-2999
Telephone: (617) 664-4739

Eagle Capital Management

499 Park Avenue, 21st Floor
New York, New York 10022
Telephone: (212) 293-4040

INTECH

525 Okeechobee Boulevard, Suite 1800
West Palm Beach, Florida 33401
Telephone: (973) 276-9383

(continued)



Outside Professional Services (continued)

Lazard Asset Management
30 Rockefeller Plaza

New York, New York 10020
Telephone: (212) 632-6000

Capital Guardian Trust Company
333 South Hope Street, 55th Floor
Los Angeles, California 9007 1-1406
Telephone: (213) 486-9200

Jarislowsky Fraser Ltd.

20 Queen Street West, Suite 3100
Toronto, Ontario

MS5H 3R3

Canada

Telephone: (514) 842-2727

BlackRock Institutional Trust Company, N.A.

40 East 52nd Street
New York, New York 10022
Telephone: (212) 810-3729

AllianceBernstein

1325 Avenue of the Americas
New York, New York 10105
Telephone: (212) 969-1168

New Star Institutional Managers Ltd.

1 Knightsbridge Green

London SW1X 7QA

Telephone: +00 44 (0) 203-535-8100

Mondrian Investment Partners, Inc.
Two Commerce Square

2001 Market Street, Suite 3810
Philadelphia, Pennsylvania 19103
Telephone: (215) 825-4500

Pyramis Global Advisors

900 Salem Street OT3N'1
Smithfield, Rhode Island 02917
Telephone: (401) 292-4731

Acadian Asset Management

One Post Office Square, 20th Floor
Boston, Massachusetts 02109
Telephone: (617) 850-3500

REAL ESTATE MANAGERS
Wellington Management Company, LLP
75 State Street

Boston, Massachusetts 02109
Telephone: (617) 951-5000

RREEF

875 North Michigan Avenue
Chicago, lllinois 60611
Telephone: (312) 278-6546

Principal Global Investors

810 Grand Avenue

Des Moines, lowa 50392-0490
Telephone: (800) 533-1390

UBS Realty Investors, LLC

242 Trumbull Street

Hartford, Connecticut 06103-1212
Telephone: (860) 616-9000

AEW Partners

Two Seaport Lane

Boston, Massachusetts 02210
Telephone: (627) 261-9000

Heitman

191 North Wacker Drive, Suite 2500
Chicago, lllinois 60606

Telephone: (312) 425-0666

Angelo Gordon & Company
245 Park Avenue, 26th Floor
New York, New York 10167
Telephone: (212) 692-8267
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Outside Professional Services (continued)

Hancock Timber Resource Group
99 High Street, 26th Floor

Boston, Massachusetts 02110-2320
Telephone: (617) 747-1600

Cohen & Steers Capital Management
280 Park Avenue, 10th Floor

New York, New York 10017-1216
Telephone: (212) 832-3232

European Investors, Inc.

640 Fifth Avenue, 8th Floor
New York, New York 10019
Telephone: (212) 735-9500

PRIVATE EQUITY MANAGERS
Pathway Capital Management, LLC
1300 Division Road, Suite 305
West Warwick, Rhode Island 02893
Telephone: (401) 589-3402

Credit Suisse

11 Madison Avenue, 16th Floor
New York, New York 10010
Telephone: (212) 538-7658

ABSOLUTE RETURN MANAGER

Pacific Investment Management Company

840 Newport Center Drive
Newport Beach, California 92660
Telephone: (949) 720-6000

CUSTODIAN-INVESTMENT FUNDS
Bank of New York Mellon

One Wall Street

New York, New York 10286
Telephone: (212) 635-8224

ACTUARY

Cavanaugh Macdonald Consulting, LLC
200 Main Street, 201H

Hilton Head Island, South Carolina 29926
Telephone: (843) 684-3088

AUDITOR

KPMG LLP

One Jackson Place

188 East Capitol Street, Suite 1100
Jackson, Mississippi 39201
Telephone: (601) 354-3701

FUNDS EVALUATION SERVICES AND ASSET
ALLOCATION/INVESTMENT POLICY STUDY

Mercer Investment Consulting, Inc.
3475 Piedmont Road NE, Suite 800
Atlanta, Georgia 30305

Telephone: (404) 442-3100

Callan Associates, Inc.

101 Cadlifornia Street, Suite 3500
San Francisco, California 94111
Telephone: (415) 974-5060

LEGAL COUNSEL

Office of the Attorney General
Jane Mapp, Special Assistant
450 High Street

P.O. Box 220

Jackson, Mississippi 39205
Telephone: (601) 359-3680
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Certificate of
Achievement
for Excellence
1n Financial
Reporting

Presented to

Public Employees' Retirement

System of Mississippi

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
June 30, 2010

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.

President

By S

Executive Director
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P.C

Public Pension Coordinating Council

Public Pension Standards Award
For Funding and Administration
2011

Presented to

Public Employees' Retirement System of Mississippi

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

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

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

Alan H. Winkle
Program Administrator
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Organizational Chart

PERS

Board of Trustees

Executive Director
Pat Robertson,
CPA, CPM, CGEM, CRA

Communications

Special Asst. to Executive Director
Vacant

Internal Auditor
Bradley J. Feaster,
CIA, CPA, CPM

Internal Audit

Chief Investment Officer
Lorrie S. Tingle,
CFA, MBA, CPM

Office of Administrative Services Office of Retirement Services
Deputy Administrator Deputy Administrator
Greg Gregory, CPA Robert J. Rhoads, cPm

Accounting, Facilities, Human
Resources, Management
Information Systems

Bureau of Benefit Services
Deputy Director
Shirley Sessoms, cPM

Customer Services, Service
Retirement, Survivor and
Disability Retirement

(=)

Bureau of Member and Employer
Services Deputy Director
Kenny Grissett, cIA, MBA,CSM

Benefit Payments,
Employer Reporting,
Member Account Support
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