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DEPARTMENT OF AUDITS AND ACCOUNTS

270 Washington Street, S.W., Room 1-156
Atlanta, Georgia 30334-8400

GREG S. GRIFFIN
STATE AUDITOR
(404) 656-2174

January 1,2013

The Honorable Nathan Deal, Governor

The Honorable Casey Cagle, Lieutenant Governor

The Honorable David Ralston, Speaker of the House of Representatives
Members of the General Assembly

Ladies and Gentlemen:

In accordance with the Official Code of Georgia Annotated (O.C.G.A.), Section 47-1-3,
the governing authority of each local retirement system is required to file an actuarial
investigation and financial report with the State Auditor by October 1 of each even-numbered
year. Based on these actuarial investigations and financial reports, the State Auditor is required
to report to the Governor and each member of the General Assembly once every two years on the
financial condition of local retirement plans and on their compliance with investment
requirements. This report is intended to fulfill the reporting requirement outlined in O.C.G.A.
§47-1-4 and to provide information about local retirement plans in Georgia and their adherence
with the Public Retirement Systems Standards Law. A copy of this report has been filed as a
permanent record with the State Auditor and is available to the public.

Information contained in this report was obtained from the actuarial investigations and
financial reports submitted by the local retirement plans. Appreciation is expressed to the
officials of the local governments and the local retirement plans for their assistance in presenting
this report.

Respectfully submitted,

Greg S. Griffin
State Auditor

GSGl/ca






LOCAL RETIREMENT SYSTEMS

INTRODUCTION

Purpose of the Report

The purpose of this report is to comply with the Official Code of Georgia
Annotated (0.C.G.A.), §47-1-4 which requires the State Auditor to report on the
condition and actuarial soundness of local retirement plans. In addition, state law
requires the State Auditor to report on the retirement plans’ compliance with the
investment requirements outlined in O.C.G.A. §47-20-83.

This report addresses local retirement plans’ compliance with the reporting
requirements established in O.C.G.A. §47-1-3, adherence to the Public Retirement
Systems Standards Law (O.C.G.A. §47-20-1 et seq.), and compliance with
investing requirements specified in O.C.G.A. §47-20-83. The report also provides
information on the known number and type of local retirement plans in Georgia;
this includes municipalities, counties, consolidated governments, Regional

Commissions, local boards of education, and authorities.

Responsibilities of the Local Retirement System

The Public Retirement Systems Standards Law (O.C.G.A. §47-20-1 et
seq.) provides minimum funding standards for local retirement plans. In
accordance with O.C.G.A. §47-1-3, every two years each local retirement plan is
required to file with the State Auditor an actuarial investigation demonstrating

compliance with the minimum funding standards. Each local retirement plan is
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also required to file financial reports with its actuarial investigation. The financial
reports must contain information on the plan’s receipts and disbursements,
provide data regarding plan membership and beneficiaries, and cite any changes to
the plan since the previous actuarial investigation.

Effective July 1996, local retirement plans established or maintained under
Article IX, Section II of the Constitution of Georgia are also required to certify
that they have complied with the investment provisions outlined in O.C.G.A. §47-
20-83. This Code section provides that certain local retirement plans shall not
invest more than 50 percent of retirement plan assets in equities. This code
section also prohibits investments in business entities organized in a country other
than the United States or Canada. However, plans with assets in excess of $50
million may invest up to 55 percent of their assets in equities and up to 10 percent
in corporations or in obligations of corporations organized in a country other than
the United States or Canada. Systems that are not in compliance at all times
during the reporting period are required to provide to the State Auditor a
description of the noncompliance, the reason for the noncompliance, and an
explanation of the corrective action taken. Effective January 31, 2000, the
provisions of this Code section were modified due to enactment of House Bill
617, the Public Retirement Systems Investment Authority Law. One of the
provisions of this law was an increase in the percentage of total plan funds
allowed to be invested in equities. Certain retirement plans with assets in excess

of $50 million may not invest more than 60 percent of its assets in equities; all
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other funds may not invest more than 55 percent. These requirements are codified
in O.C.G.A. §47-20-84. House Bill 617 also provided that any fund not in
compliance with the limitations would be granted a two-year period to come into
compliance, provided that during the period, the fund did not increase the
percentage of its assets invested in equities. Effective July 1, 2007, the provisions
of this Code section were modified due to enactment of House Bill 318. One of
the provisions of this bill was to increase the percentage of total plan funds
allowed to be invested in corporations or in obligations of corporations organized
in a country other than the United States or Canada. Certain retirement plans with
assets in excess of $50 million may not invest more than 15 percent of its assets in
such investments.

In 2009, the General Assembly passed House Bill 371, which became
effective April 21, 2009. This bill changed the definition of a large retirement
system to include any system which has more than $200 million in assets and
certain retirement systems with an accumulated unfunded actuarial liability not
greater than 25 percent of total assets (30 percent if total assets exceed $50
million). The bill also increases the percentage of retirement system assets that
may be invested in equities. The limit was increased to 65 percent of total assets
prior to July 1, 2010. The limit increased to 70 percent on July 1, 2010, and
increased to 75 percent on July 1, 2011. No fund may increase its assets in
equities through purchase by more than 20 percent in any fiscal year. Finally, this

bill removes the limitation on the percentage of system assets that large retirement



systems may invest in corporations or in obligations of corporations organized in

a country other than the United States or Canada subject to the provisions of

0.C.G.A. §47-20-83(a)(1).

Responsibility of the State Auditor

After the local retirement plans have filed the actuarial investigations and
financial reports, the State Auditor is required to report on the condition of these
plans to the Governor and members of the General Assembly. Beginning January
1997, the State Auditor is required to issue this report every two years.
Previously, this report was issued every three years beginning January 1983. This

report fulfills the requirement for the January 2013 reporting period.

COMPLIANCE WITH STATUTORY REQUIREMENTS

Reporting Requirements

Except as noted, all municipalities, counties, consolidated governments,
Regional Commissions, local boards of education, and authorities with identified
retirement plans have complied with the state’s reporting requirements:

e City of Thomasville
e Lee County

e Liberty County

e Upson County

e Washington County Memorial Hospital
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These governments have failed to comply with the reporting requirements
established in O.C.G.A. §47-1-3. Consequently, as required by O.C.G.A. §47-1-
5, the State Treasurer has been notified to withhold any state funds payable to
these entities until the actuarial investigation and financial reports are submitted.

In addition to those noncompliant governments with identified retirement
plans listed above, Appendix A provides a listing of governments that did not
respond to requests for information. The governments were repeatedly notified by
letter of the reporting requirements. No information on the retirement benefits that

are offered by these governments, if any, is presented in this report.

Funding Requirements

Except for the following, all applicable retirement plans were, according to
their actuaries, funded in accordance with the Public Retirement Systems
Standards Law (O.C.G.A. §47-20-1 et seq.). The City of Pelham is delinquent in
its contributions to the Georgia Municipal Employees Benefit System (GMEBS)
retirement plan.

Consequently, as required by O.C.G.A. §47-20-21, the State Treasurer has
been notified to withhold any state funds payable to this entity until the
government’s actuary certifies to the State Auditor and to the State Treasurer that

employer contributions are in conformity with the minimum funding standards.



Investing Requirements

Except for the following, all applicable retirement plans provided
information regarding their compliance with the investment requirements outlined
in O.C.G.A. §47-20-83 and §47-20-84. According to the certifications received
from the local retirement plans and responses to the investment survey, three plans
did not comply with the investing requirements at all times during the two-year
reporting period.

e City of Covington Retirement Plan
e Bibb County Retirement Plan
e Fulton-DeKalb Hospital Authority

In addition to the investment certification, local government retirement
plans were requested to provide a breakdown of their investment portfolio.
Appendix B provides a detailed listing of investment assets by type. A large
number of respondents reported investments in mutual funds and exchange traded
funds. It should be noted that mutual funds and exchange traded funds are not
expressly authorized by O.C.G.A. §47-20-83. At the request of the State Auditor,
the Department of Law prepared a memorandum dated February 9, 2006, entitled
“Statutory Interpretation Regarding Public Retirement Systems Investment
Powers” that addresses the issue of allowability of certain types of investments.
This memorandum is included in this report as Appendix G.

It is important to note that large retirement systems, including plans

administered by the Georgia Municipal Employees Benefit System and



Association County Commissioners of Georgia, have different limitations on
investments as specified in O.C.G.A. §47-20-84. House Bill 371, which became

effective April 21, 2009, modified the definition of large retirement systems. The

bill also modified the limitation on investments in equities.

SUMMARY OF LOCAL RETIREMENT SYSTEMS

Defined Benefit Plans

There are several types of retirement plans for local government
employees in Georgia. Defined benefit plans use a specified benefit formula to
compute the benefit that a retired employee is entitled to receive. The benefit
formula may include years of service, salary, age, type of annuity chosen, and
other factors.

Because this type of plan promises the employee a certain benefit level
(based on the formula), there can be an unfunded liability created for these plans if
contributions do not equal the present value of projected benefit payments. The
Public Retirement Systems Standards Law has established minimum funding
standards to ensure the actuarial soundness of public retirement plans. These
standards provide that an employer must make an annual contribution to the plan
sufficient to pay the current year cost plus the amount necessary to amortize any
unfunded liability over a period of years.

Currently, there are a total of 454 defined benefit plans subject to the

Public Retirement Systems Standards Law. Of this total, 78 (17%) are self-



administered. Exhibit I shows the number of defined benefit plans by type of

local government unit.

Exhibit I
NUMBER OF DEFINED BENEFIT RETIREMENT SYSTEMS
BY TYPE OF LOCAL GOVERNMENT UNIT

Number With Number of Percent With

Local Local Local
Governmental Total Retirement Retirement Retirement
Units Number Systems Systems (1) Systems

Municipalities (2) 529 262 270 50%
Counties 153 108 111 71%
Consolidated Governments 6 4 11 67%
Regional Commissions (3) 12 9 9 75%
Local Boards of Education 180 4 4 2%
Local Authorities (4) 1.224 48 49 4%
TOTALS 2.104 435 454 21%

(1) Some governments have more than one retirement plan

(2) Incorporated/active municipalities from the Georgia Department of Community Affairs

(3) 2008 HB 1216 changed Regional Development Centers to Regional Commissions.
There are 12 Regional Commissions.

(4) Local authorities identified by the Georgia Department of Community Affairs

GMEBS and ACCG Administered Plans

The Georgia Municipal Employees Benefit System (GMEBS) administers
retirement programs for 281 local governments. The Association County
Commissioners of Georgia (ACCG) administers retirement programs for 95 local
governments. Local governments with plans administered by these two

organizations are not required to submit separate actuarial valuations or financial



reports. The two organizations issue a consolidated report or individual reports on

all member plans.

Summary of Defined Benefit Plans

Exhibit II shows the number of local governmental units that have
retirement plans and separates those plans that are self-administered by local

governmental units from those administered by GMEBS or ACCG.

Exhibit IT
ADMINISTRATORS OF LOCAL RETIREMENT PLANS
Governmental Self-

Units Administered (1) GMEBS (2) ACCG (3) Total
Municipalities 27 243 0 270
Counties 18 0 93 111
Consolidated Governments 8 3 0 11
Regional Commissions 2 7 0 9
Local Boards of Education 4 0 0 4
Local Authorities 19 28 2 49

TOTALS 78 281 95 454

(1) Including closed plans
(2) Georgia Municipal Employees Benefit System
(3) Association County Commissioners of Georgia

Appendix C provides a listing of the municipalities, counties, consolidated
governments, Regional Commissions, local boards of education, and authorities
with identified retirement plans. The listing identifies the type of retirement plan

operated by the retirement plan, the actuarial value of plan assets (A), the actuarial
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accrued liability (B), and the funded ratio (A/B). The funded ratio from the 2007,
2009, 2011 and 2013 biennial retirement reports are presented in Appendix D.
Analysis of the dollar amount of the actuarial value of assets, actuarial accrued
liability, and unfunded actuarial accrued liability in isolation can be misleading.
However, expressing the actuarial value of assets as a percentage of the accrued
liability (i.e., the funded ratio) does provide an indication of the plan’s funding
status on a going-concern basis. Analysis of this percentage, over time, indicates
whether the plan is becoming financially stronger or weaker. Generally, the
greater this percentage, the stronger the plan.

When an actuary calculates the long-term funding costs of a retirement
system, certain assumptions are made as to the future of that plan. These
assumptions represent the actuary's best projection of future plan experience, and
are generally either economic or demographic. Economic assumptions include
anticipated inflation rates, salary increases, and performance of the fund's assets.
Demographic assumptions tend to be more specific to the plan being evaluated,
and are dependent on such factors as the age and life expectancy of plan members.
The actuarial assumptions do not determine the plan's cost to the government,
which is determined solely by the benefits and administrative expenses paid out,
offset by the plan's investment income. The objective is to develop an estimate
that closely reflects what the actual cost will be, ensuring that amounts contributed
will be sufficient to provide future benefits and maintain equity among

generations of taxpayers and plan participants. Appendix E of this report



summarizes selected economic assumptions reported in the actuarial valuations

submitted.

Defined Contribution Plans

Defined contribution plans are those in which the employer contributes a
certain amount to an account for each participating employee. The employees’
benefits upon retirement are determined by the amount in their individual
accounts. These retirement plans do not incur an actuarial liability. Based on the
definition of retirement plans in the Public Retirement Systems Standards Law,
defined contribution plans are not considered retirement plans. Therefore, these
plans are not included in this report. However, to assist readers in obtaining a
more complete understanding of the postemployment benefits offered by local
governments, Appendix F includes a listing of governments offering defined

contribution plans.

Insurance Contracts
In some cases, retirement plans may be established pursuant to an
insurance contract between an insurer and a government entity. These retirement
plans do not incur a liability for the sponsoring government entity. Based on the
definition of retirement plans in the Public Retirement Systems Standards Law,
insurance contracts are not considered retirement plans. Therefore, these plans are

not included in this report. No local governments reported insurance contracts.



Deferred Compensation Plans

A deferred compensation plan is a plan that offers employees the
opportunity to defer receipt of a portion of their salary and the related liability for
federal income taxes. To assist readers in obtaining a more complete
understanding of the postemployment benefits offered by local governments,
Appendix F includes a listing of governments offering a deferred compensation

plan.

Other Post Employment Benefits

Other postemployment benefits are benefits (other than pension benefits)
provided between termination of employment and retirement as well as the period
after retirement. Other postemployment benefits (OPEB) include postemployment
healthcare benefits (e.g., medical, dental, vision, hearing, and other health-related
benefits), regardless of the type of plan that provides them, and all other
postemployment benefits (e.g., life insurance, disability, long-term care, and other
benefits if provided as compensation for employee services) provided through a
plan that does not provide retirement income. To assist readers in obtaining a
more complete understanding of the postemployment benefits offered by local
governments, Appendix F includes a listing of governments offering

postemployment healthcare benefits and other postemployment benefits.
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Appendix A: Non-Respondent Governments

Cities

Andersonville
Bartow
Boston
Braswell
Byromville
Cadwell
Chauncey
Cohutta
Damascus
Dasher
Denton
Dooling
Ephesus
Good Hope
Graham
Grayson
Haralson
Irwinton
Jersey
Junction City
Kingston
Martin
Nunez
Pineview
Porterdale
Ranger
Rayle
Resaca
Rest Haven
Rhine
Richland
Rocky Ford
Sharpsburg
Sparks
Sparta
Sugar Hill
Sumner
Talbotton
Twin City
Vidette
White Plains
Woodville

Counties

Dade County
Glascock County
Liberty County
Long County
Montgomery County
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Appendix A: Non-Respondent Governments

Pike County
Towns County

Local Boards of Education

Brooks County Board of Education
Cobb County Board of Education
Emanuel County Board of Education
Jenkins County Board of Education
Johnson County Board of Education
Toombs County Board of Education
Twiggs County Board of Education
Ware County Board of Education
Wheeler County Board of Education
City of Dublin Board of Education

Local Authorities

Abbeville Housing Authority

Appling Water Authority

Atlanta Public Safety and Judicial Facilities Authority
Atlanta Urban Redevelopment Agency

Augusta Ports Authority

Augusta, Georgia Landbank Authority

Bald Mountain Water and Sewer Authority

Banks County Industrial Building Authority
Banks-Jackson-Commerce Hospital and Nursing Home Authority
Big Creek-Harts Creek Park Authority

Boston Downtown Development Authority

Bowdon Housing Authority

Bremen Housing Authority

Brooks County Hospital Authority

Camden County Public Service Authority
Cartersville-Bartow County Airport Authority

Chatham Area Transit Authority

Chatham County Hospital Authority

Chatham County Recreation Authority

Chatham County/City of Savannah Land Bank Authority
Chatham-Savannah Authority for the Homeless
Chattahoochee County Industrial Development Authority
City of Atlanta Solid Waste Management Authority

City of Augusta Residential Care Facility for the Elderly Authority
City of Commerce Downtown Development Authority
City of Grantville Downtown Development Authority
City of Grayson Downtown Development Authority
City of Grayson Water Authority

City of Jefferson Public Building Authority

City of Jesup Downtown Development Authority

City of Rome School Building Authority

City of Sugar Hill Downtown Development Authority
Clayton County Water Authority

Clinch County Development Authority
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Appendix A: Non-Respondent Governments

Coastal Bryan Development Authority

Columbus Industrial and Port Development Commission
Cordele Office Building Authority

Coweta County Development Authority

Coweta County Solid Waste Authority

Coweta, Fayette, Meriwether Joint Development Authority
Dade County Industrial Development Authority

Dahlonega Water and Sewerage Authority
Dalton-Whitfield Economic Development Authority
Dawson County Industrial Building Authority
Dawson-Terrell County Airport Authority

DeKalb County Convention Center Authority

DeKalb Private Hospital Authority

Development Authority of Baker County

Development Authority of Ben Hill County

Development Authority of Bremen, Georgia

Development Authority of Butts County

Development Authority of City of Edison, Georgia
Development Authority of Clay County

Development Authority of Coweta County

Development Authority of Crisp County

Development Authority of Dawson County

Development Authority of DeKalb County

Development Authority of Dougherty County

Development Authority of Elbert County, Elberton and Bowman
Development Authority of Emanuel County

Development Authority of Emanuel County and the City of Swainsboro
Development Authority of Gilmer County

Development Authority of Heard County

Development Authority of Johnson County, Georgia
Development Authority of LaFayette

Development Authority of Lanier County

Development Authority of Lawrenceville, GA

Development Authority of Murray County

Development Authority of Rabun County

Development Authority of Randolph County

Development Authority of Screven County

Development Authority of Seminole County and Donalsonville
Development Authority of the City of Bowdon
Development Authority of the City of Gordon

Development Authority of Twin City

Development Authority of Union County

Development Authority of Walton County

Dodge County Hospital Authority

Dougherty County Stadium Authority

Downtown Dalton Development Authority

Downtown Development Authority of Augusta-Richmond County
Downtown Development Authority of Austell

Downtown Development Authority of Bremen

Downtown Development Authority of Buchanan
Downtown Development Authority of Cave Spring, Georgia
Downtown Development Authority of City of Crawfordville
Downtown Development Authority of Cordele

Downtown Development Authority of Cuthbert, Georgia
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Appendix A: Non-Respondent Governments

Downtown Development Authority of Demorest, GA
Downtown Development Authority of Donalsonville
Downtown Development Authority of Franklin Springs, Georgia
Downtown Development Authority of Hinesville, Georgia
Downtown Development Authority of Social Circle

Downtown Development Authority of the City of Atlanta
Downtown Development Authority of the City of Cochran
Downtown Development Authority of the City of Darien
Downtown Development Authority of the City of Ellijay
Downtown Development Authority of the City of Fort Oglethorpe, Georgia
Downtown Development Authority of the City of Glenwood, Georgia
Downtown Development Authority of the City of Jeffersonville
Downtown Development Authority of the City of LaFayette
Downtown Development Authority of the City of McDonough
Downtown Development Authority of the City of Richland, Georgia
Downtown Development Authority of the City of Warm Springs
Downtown Development Authority of the City of Warwick
Downtown Development Authority of the City Thomasville
Downtown LaGrange Development Authority

Downtown Waycross Development Authority

East Point Building Authority

East Point Business and Industrial Development Authority
East Point Parking Authority

Echols County Water Authority

Economic Development Authority of Fort Valley, Georgia
Emanuel County Development Authority

Emanuel County Hospital Authority

Emanuel-Johnson County Development Authority

Franklin County Public Building Authority

Franklin-Hart Airport Authority

Fulton County Hospital Authority

Gainesville and Hall County Development Authority

Gilmer County Family Connection Commission

Glascock County Industrial Development Authority
Glynn-Brunswick Memorial Hospital Authority

Gordon County - Floyd County Development Authority
Gordon Downtown Development Authority

Greene County Hospital Authority

Griffin-Spalding County Land Bank Authority

Gwinnett County Arts Facility Authority

Habersham County Airport Authority

Habersham County Development Authority

Hall County Water and Sewer Authority

Hancock County Hospital Authority

Hart County Industrial Development Authority

Heard County Public Facilities Authority

Hinsonton Water Authority

Hospital Authority of Bacon County

Hospital Authority of Charlton County

Hospital Authority of Dooly County, Georgia

Hospital Authority of Early County, Georgia

Hospital Authority of Effingham County

Hospital Authority of Fulton County

Hospital Authority of Houston County
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Appendix A: Non-Respondent Governments

Hospital Authority of Lumpkin County

Hospital Authority of Tattnall County, Georgia

Hospital Authority of the City of Bremen and County of Haralson
Hospital Authority of the City of Smyrna, Georgia

Hospital Authority of Wilkes County

Housing Authority of City of Carrollton

Housing Authority of Clayton County

Housing Authority of Fulton County

Housing Authority of the City of Buford, Georgia

Housing Authority of the City of Byron

Housing Authority of the City of Canton

Housing Authority of the City of Cave Spring

Housing Authority of the City of Cedartown, Ga.

Housing Authority of the City of Crawfordville

Housing Authority of the City of Dahlonega

Housing Authority of the City of Gainesville

Housing Authority of the City of Glenwood

Housing Authority of the City of Greensboro, Georgia

Housing Authority of the City of Hampton, Georgia

Housing Authority of the City of Harlem, Georgia

Housing Authority of the City of Jesup

Housing Authority of the City of Monticello

Housing Authority of the City of Thomson, Georgia

Housing Authority of the City of Warner Robins, Georgia
Housing Authority of the City of Warrenton

Housing Authority of the County of DeKalb, Georgia

Housing Authority of the County of Houston, Georgia

Industrial Development Authority of Austell

Jenkins County Hospital Authority

Joint Development Authority of Banks, Habersham and Rabun Counties
Joint Development Authority of Brooks, Colquitt, Grady, Mitchell, and Thomas Counties
Joint Development Authority of Dawson, Lumpkin and White Counties
Joint Development Authority of Fannin County, Towns County and Union County
Joint Development Authority of Jeff Davis County, Hazlehurst and Denton, Georgia
Joint Development Authority of Metropolitan Atlanta

Keep Pike Beautiful

Kingston Downtown Development Authority

LaFayette Hospital Authority

Lamar County Livestock and Agricultural Exposition Authority
Lexington Downtown Development Authority

Liberty County Fire Authority

Liberty County Public Facilities Authority

Liberty County Solid Waste Authority

Lower Chattahoochee Regional E-911 Authority

Lowndes County Water & Sewerage Authority

Lumpkin Downtown Development Authority

Marion County Development Authority

Marshallville Downtown Development Authority

McDuffie Co/Thomson Water/Sewer Commission

McPherson Local Implementing Redevelopment Authority
Middle Georgia Surface & Air Transportation Commission
Miller County Development Authority

Miller County Recreation Authority

Montezuma Downtown Development Authority
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Appendix A: Non-Respondent Governments

Morrow Housing Authority

Moultrie-Colquitt County Development Authority
Multi-City Water & Sewerage Authority

Murray County Hospital Authority

Murray County Industrial Development Authority
Murray County Water and Sewer Authority

Nashville Downtown Development Authority

Newnan Convention and Visitors Bureau Authority
Newnan-Coweta County Airport Authority

Newton County Solid Waste Authority

Northeast Georgia Surface & Air Transportation Commission
Northwest Georgia Housing Authority

Oglethorpe Downtown Development Authority
Paulding County Airport Authority

Paulding County Industrial Building Authority
Pelham City Economic Authority, Inc.

Quitman Development Authority

Rabun County Convention/Visitors Bureau Authority
Randolph County Development Authority

Residential Care Facilities for the Elderly Authority of DeKalb County
Residential Care Facilities for the Elderly of Coweta County
Richmond County Hospital Authority

Richmond Hill Convention and Visitors Bureau
Richmond Hill Recreation Authority

Schley County Airport Authority

Scott Water and Sewer Authority

Social Circle Development Authority

South Fulton Municipal Regional Jail Authority

South Georgia Governmental Services Authority
South Georgia Regional Information Technology Authority
South Regional Joint Development Authority
Southwest Georgia Joint Development Authority
Southwest Georgia Regional Development Authority
Southwest Georgia Technology Authority
Sparta-Hancock County Development Authority
Sparta-Hancock Public Facilities Authority

Stewart County Water and Sewerage Authority
Tattnall County Development Authority
Telfair-Wheeler Airport Authority

Telfair-Wheeler Joint Development Authority

Terrell County Airport Authority

The Atlanta Development Authority

The City of Austell Public Facilities Authority

The City of Colquitt Downtown Development Authority
The Development Authority of the City of Manchester
The Hospital Authority of the City of Augusta

The Housing Authority of the City of Dallas, Georgia
The Housing Authority of the City of Newnan

The Housing Authority of the City of Washington
Thomasville Convention and Visitors Bureau
Thomasville Payroll Development Authority

Tift County Water & Sewer Authority

Towns County Recreation Authority

Treutlen County Development Authority
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Appendix A: Non-Respondent Governments

Tri-County Water Authority

Turner County Development Authority

Union City Downtown Development Authority

Urban Residential Finance Authority of the City of Atlanta, Georgia
Valdosta-Lowndes County Conference Center and Tourism Authority
Valdosta-Lowndes County Industrial Authority

Veazy Water and Sewer Authority

Washington County Airport Authority

Wayne County Industrial Development Authority

Waynesboro Downtown Development Authority

Wilcox County Industrial Development Authority

Wilkinson County Water and Sewer Authority
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APPENDIX C

LISTING OF LOCAL
RETIREMENT SYSTEMS-

DEFINED BENEFIT
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APPENDIX F

POSTEMPLOYMENT BENEFITS
OTHER THAN

DEFINED BENEFIT
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DEPARTMENT OF LAW

MEMORANDUM






DEPARTMENT OF AUDITS AND ACCOUNTS

NONPROFIT AND LOCAL GOVERNMENT AUDITS
254 Washington Street, S.W., Suite 136
Atlanta, Georgia 30334-8400

RUSSELL W. HINTON Telephone (404) 656-9145
STATE AUDITOR Facsimile (404) 651-5608

November 1, 2004

Honorable Thurbert E. Baker, Attorney General
Georgia Department of Law
40 Capitol Square

- Atlanta, Georgia 30334

Dear Attormey General Baker:

I am requesting an opinion on an issue of significance to local governments that sponsor a
retirement system for the benefit of their en:ployees. These local retirement systems are defined
in the Official Code of Georgia Annotated, Section 47-1-3. The issue at hand relates to allowable
investments of these retirement systems. OCGA 47-1-12(a), states in part, that local retirement
systems “shall be subject to all terms, conditions, limitations, and restrictions imposed by the
laws of this state upon domestic life insurance companies in making and disposing of their
investments.” Furthermore OCGA-47-1-12(c) specifies that “nothing in this Code section shall
be construed to limit or restrict the authority of the board of trustees of any retirement system to
invest or reinvest assets of such system in such manner and under such conditions as are
authorized by law.” Allowable investment types for domestic life insurance companies are
identified in OCGA Title 33, Chapter 11 and include securities of an open-end management type
investment company or investment trust. Furthermore, OCGA 47-1-3(f)(3) requires certification
from the chairperson of the Board of Trustees that the investment practices of the retirement
system comply with OCGA 47-1-12(b) and (c).

In contrast to the less restrictive investment types specified in Title 33, OCGA 47-20-83 outlines
allowable investment types for public retirement systems. Large retirement systems, as defined
in OCGA 47-20-84, are granted more latitude in terms of allowable investment types. It is
important to note that OCGA 47-20-85 specifies that retirement funds must comply with the
provisions governing allowable investment types stated in 47-20-83 and 84. For those
governments failing to comply, OCGA 47-20-86 contains enforcement provisions that refer to
OCGA 47-20-21.

Based on surveys of local government retirement systems conducted by my staff, it appears that a
significant number of local systems’ investment practices conform to the OCGA 47-1-12
restrictions rather than those in OCGA 47-20. For example, many systems report investments in
mutual funds which are not identified as allowable in OCGA 47-20-83 but may satisfy the
criteria contained in OCGA 33-11-7.



Letter to Attorney General Thurbert E. Baker
November 1, 2004 - ' : '
Page 2 of 2

Our office has received requests for assistance on determining the appropriate Code section that
should be followed by local retirement systems to ensure that their investment practices comply
with State law. Enclosed are two memos that have been provided to our Department on this
subject. I am requesting your opinion on which of the provisions of State law described above
should be followed by local retirement systems.

Respectfully,

Wt

Ruésell W. Hinton
State Auditor

RWH/eb



HMESEIVED

FEB 1 3 2006
Department of Latw |_STATE AUDITOR |
State of Georgia
Thurbert E. Baker 40 Capitol Square, SW
Attorney General Atlanta, GA 30334-1300

Direct Dial 404-656-3338
Fax 404-657-3239
E-Mail shirley.kinsey@law.state.ga.us

February 9, 2006

MEMORANDUM

To:  Russell W. Hinton, State Auditor, Department of Audits and Account

From: Shirley R. Kinsey, Assistant Attorney General, Department of Law M_,

Re:  Statutory Interpretation Regarding Public Retirement Systems Investment Powers (Law
Dept. File No. 0500-AA-02BF-05-1047626))

You have requested advice conceming the interpretation of certain statutory provisions
pertaining to retirement systems sponsored by local governments. A copy of your request is
attached. In summary, you raise the following question: are the investment powers of a local
government’s retirement systems governed by the provisions of O.C.G.A. section 47-1-1, et seq.,
or by the Public Retirement Systems Investment Authority Law, O.C.G.A. § 47-20-80, et seq.?

The applicable rules of statutory construction can be stated as follows: (1)
determine the legislative intent giving meaning to the old law, the evil, and the
remedy; (2) harmonize all parts of the statute to give meaning to each part of a
statute; (3) apply the ordinary meaning to all words; and (4) avoid a construction
which produces an absurd or contradictory result. O.C.G.A. §§1-3-1(a) and (b)
(Supp. 2001); City of Waycross v. Holmes, 272 Ga. 488, 489 (2000); Vollrath v.
Collins, 272 Ga. 601, 603-04 (2000); Mansfield v. Pannell, 261 Ga. 243, 244
(1991); State v. Watson, 249 Ga. App. 256, 257 (2001); Monticello Ltd. v. City of
Atlanta, 231 Ga. App. 382, 383-84 (1998); Department of Human Resources v.
Hutchinson, 217 Ga. App. 70, 72 (1995); Brown v. City of Marietta, 214 Ga. App.
840, 840-41 (1994).

Op. Att’y Gen. 2001-8.

A review of the enactment history of the various statutory provisions is necessary in order
to understand their relationship to one another. Code section 47-1-3 defines “local retirement
system” as “any retirement, pension, or emeritus system covering an employee or employees of a
county, municipality, local board of education, or other political subdivision, or any groups or
classifications of such employees which is funded at least in part by such political subdivisions.”
0.C.G.A. § 47-1-3 (Cum. Supp. 2004). This definition was first enacted in 1974. Ga. L. 1974,
p. 1407. Subsequent statutory amendments to Code section 47-1-3 occurring prior to 1996 did



not affect its definition of “local retirement system.” Ga. L. 1981, p. 931; Ga. L. 1982, p. 3; Ga.
L. 1987, p. 146; and Ga. L. 1990, p. 190. In 1996, Code section 42-1-3 was repealed in its
entirety and a new 42-1-3 was enacted, but the reenacted version contained the exact same
definition of “local retirement system.” Ga. L. 1996, p. 651.

The Public Retirement Systems Investment Authority Law, O.C.G.A. § 47-20-81, ef seq. (the
“Investment Authority Law”), was enacted during the 2000 session of the General Assembly
with a general repealer contained in the act. Ga. L. 2000, p. 2. The Investment Authority Law
controls the investments of “funds,” which are defined as “the investment fund[s] of any public
retirement system or pension system supported wholly or partially from public funds. Such term
shall include any pool of such funds for investment purposes.” O.C.G.A. § 47-20-81(a) (2000).
The Investment Authority Law also provides that “[t]he provisions of this article shall not apply
to political subdivisions which contract with an association of like political subdivisions for the
pooling of assets; provided, however, that the provisions of this article shall apply to such
association.” O.C.C.A. § 47-20-81(b) (2000). The implication of the inclusion of 47-20-81(b)
would appear to be that the Investment Authority Law would apply to political subdivisions, but
for inclusion of that exception from applicability. On its face, the Investment Authority Law
definition of “fund,” when considered with the “exception” language cited above, appears to
encompass “local retirement systems” as defined in Code section 47-1-3. The definitions of
“local retirement system” and “fund” alone are not definitive evidence, however, of the General
Assembly’s intent.

Code section 47-1-12 reads as follows:

(a) The board of trustees of any local retirement system shall have full power to
invest and reinvest assets of the retirement system and to purchase, hold, sell,
assign, transfer, and dispose of any securities and other investments in which
assets of the retirement system have been invested, any proceeds of any
investments, and any money belonging to the retirement system; provided,
however, that, except as otherwise provided in this Code section, such power
shall be subject to all terms, conditions, limitations, and restrictions imposed by
the laws of this state upon domestic life insurance companies in making and
disposing of their investments.

(b) Notwithstanding the provisions of Code Section 33-11-21, the board of
trustees of any local retirement system shall not be restricted to investing in those
equities which have paid a cash dividend in at least three of the last five years
preceding the purchase of such equities.

(¢) Nothing in this Code section shall be construed to limit or restrict the authority
of the board of trustees of any retirement system to invest or reinvest assets of
such system in such manner and under such conditions as are authorized by law.
(d) The state auditor shall monitor the investment activity of local retirement
systems and shall submit a report to the Governor and the presiding officer of
each chamber of the General Assembly describing the effect, if any, changes in

investment policy have had on those systems. Such report shall be submitted not
later than December 31, 2001.



0.C.G.A. §47-1-12 (2000) (Emphasis added). The Investment Authority Law provides that
“[flunds shall invest in or lend their assets on the security of, and shall hold as invested assets,

only eligible investments as prescribed in this article [the Public Retirements Systems Investment
Authority Law].” O.C.G.A. § 47-20-82(a) (2000).

Although the definitions of “local retirement system” and “fund” are overlapping and, thus, the
Investment Authority Law, on its face, would appear to apply to local retirement systems, a close
consideration of the relevant 2000 legislative act arguably results in a different conclusion. In the
2000 legislative act in which the Investment Authority Law was enacted, Code section 47-1-12
was also amended in its entirety and enacted into its current form, which contains the “domestic
life insurance companies™ reference for investment powers. In the same bill, the code sections
governing the investment powers of the Employees’ Retirement System of Georgia (“ERS”), the
Teachers Retirement System of Georgia (“TRS”), the Public School Employees Retirement
System (“PSERS”), the Georgia Municipal Employees Benefit System (“GMEBS”), the Georgia
Firefighters’ Pension Fund (“GFPF”), the Probate Courts Retirement Fund (“PCRF”), the
Superior Court Clerks’ Retirement Fund (“SCCRF”), the Sheriffs’ Retirement Fund of Georgia
(“SRFG”), the Peace Officers’ Annuity and Benefit Fund (“POABF”), and the Georgia Judicial
Retirement System (“GJRS”) were amended to reference the Investment Authority Law as the
governing standard for those systems’ investment powers. Ga. L. 2000, p. 3; O.C.G.A. §§ 47-2-
31 (ERS), 47-3-27 (TRS), 47-4-26 (PSERS), 47-5-24 (GMEBS), 47-7-23 (GFPF), 47-11-23
(PCRF), 47-14-23 (SCCREF), 47-16-26 (SRFG), 47-17-23 (POABF), and 47-23-22 (GJRS).

Given the 2000 legislative enactment of Ga. L. 2000, p. 3, it is likely that the Investment
Authority Law did not repeal by implication the current provisions of Code sections 47-1-12, as
they were amended and reenacted in the same bill at the same time. Implied repeal of a statute
never occurs unless a later act clearly contradicts a former act and their differences cannot be
reconciled or the most recent enactment appears to cover the whole law on the subject and
substitutes for every prior general, local, and special law relating to that subject matter. Chatham
County v. Hussey, 267 Ga. 895 (1997).

In light of the foregoing discussion, one could certainly argue that the General Assembly’s intent
was to make the Public Retirement Systems Investment Authority Law, O.C.G.A. § 47-20-80, et
seq., apply to certain statutorily-created retirement systems but not apply to “local retirement
systems” within the meaning of Code section 47-1-3 that are governed by the provisions of Code
section 47-1-12. This construction, while not completely explaining the exception contained in
O.C.C.A. §47-20-81(b) (2000), appears to best harmonize all parts of Ga. L. 2000, p. 3.
Legislative clarification, however, would be required to completely remove all doubt on this
question.

Please feel free to contact me if you would like to discuss these matters further.



