


BRINGING LIFE
INTO FOCUS.

Where do you see yourself in five, fifteen,
twenty-five years? Do you have a clear view
of what's ahead? Well, in a very real way,
that’s what PERS helps you to do: get a
good, sharp picture of your retirement.

For more than half a century, PERS
has given people the ability to see
and realize the possibilities of a solid,
secure retirement — whether the economy
is up or down, and no matter if the
outlook is bright and blue or occasionally
partly cloudy.

In good times, or not so good, PERS is
here to guide you toward your retirement,
and ensure that you receive those benefits
you've worked so hard for and deserve.
With that kind of assurance about the
future, you're much better able to focus
on the present, in whatever part of your
life you happen to be.
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December 21, 2010

Board of Trustees

Public Employees’ Retirement System
429 Mississippi Street

Jackson, MS 39201-1005

Dear Board Members:

I am pleased to present the 2010 Comprehensive Annual Financial Report (CAFR) of the Public Employees’ Retirement System of
Mississippi (the System). 2010 was a year of significant achievement for the System as we accomplished milestones in benefits
administration and enhanced technology, all toward our mission of providing secure retirement benefits and outstanding service
to our members. Despite a fragile economy and financial markets that continue to struggle with challenges in certain sectors, I am
pleased to report that we remain well prepared to guarantee 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 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, 2010, the System’s defined benefit plans served a total of 295,003 members and 82,096 retirees and beneficiaries.
There are 893 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 $1.6 billion. Employers
contributed $762.0 million during the fiscal year while members of the System contributed a total of $441.8 million. As of June 30,
2010, net assets held in trust for pension benefits totaled $17.2 billion.

The Public Employees’ Retirement System of Mississippi 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

Pat Robertson Board of Trustees: Tom Lariviere Virgil F. Belue Bill Benson Lee Childress Paul Hurst
Executive Director Mupnicipal Employees  Retirees County Public Schools, Gubernatorial
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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 are also included in the State of Mississippi 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. However, certain categories
and transfer amounts are restricted. A more detailed discussion of the budgetary process is presented in the Financial Section of
this CAFR on page 31.

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 2010 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 15.

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. 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.

As the economy recovers from a deep and persistent recession, our capacity to provide retirement benefits to our members and
retirees continues to remain stable and secure. Since the inception of the System, the Board of Trustees has focused on a prudent
investment philosophy 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 14.1 percent
rate of return on investments as of June 30, 2010, outperforming the System’s benchmark return of 13.5 percent. As of September
2010, the Public Employees’ Retirement System remains well positioned, ranking as the 65th largest among corporate and public
pension plans in the United States and the 155th largest plan in the world.

The System is prepared for fluctuating market conditions, in part, through emphasis on the long-term perspective. Over the
30-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. The average 30-year return, from
1980 through 2010, is 8.7 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. The System will continue to navigate through difficult
economic conditions. The path forward may not always be smooth, but with a solid record of success and continued diligent effort,
we will meet the tough challenges created by uncertainty in the global economy. A performance summary of rates of return
compared to appropriate benchmark rates of return is located on page 60 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 64.2 percent funded, MHSPRS is 68.3 percent funded, MRS is 50.2 percent funded, and SLRP is 77.5 percent
funded. Funding status and progress is presented in the Required Supplementary Information Schedules and accompanying notes
beginning on page 44. 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.

Through passage of House Bill 1, the Mississippi Legislature increased the member contribution rate by 1.75 percent from 7.25
percent to 9.00 percent, effective July 1, 2010. The employer contribution rate remained unchanged during fiscal year 2010 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 30.30 to 35.21, and the SLRP employer contribution rate from 6.65 percent to 7.4 percent. 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. Our objectives are centered on developing a stable,
state-of-the-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. PERS has received and evaluated responses to the Request
for Proposals and selected the vendor deemed to provide a comprehensive solution that will address the needs of PERS for years
to come. I am pleased to report that contracts have been awarded and the process has begun for full implementation of the new
comprehensive technology system. The technology project three-year implementation phase began in late September 2010 with
phase-one development of the PERS imaging system.

At its December 2009 meeting, the Board of Trustees established an ad hoc committee to review PERS’ current benefit structure.
The primary objective of the committee’s efforts was to evaluate the sustainability of the current pension plan benefit structure and
make recommendations for changes to the Mississippi Legislature in conjunction with the change from 25- to 30-year retirement
eligibility. Final results of the committee’s evaluation will be presented during the 2011 session.

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, 2009. 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 whose contents 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
one year only. The System has received a Certificate of Achievement for the last 23 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 Government
Finance Officers Association of the United States and Canada resulted in an Award for Outstanding Achievement in Popular
Annual Financial Reporting for the fiscal year ended June 30, 2009. In order to receive an Award for Outstanding Achievement in
Popular Annual Financial Reporting, a government unit must publish a Popular Annual Financial Report whose contents 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 one year only. The Public
Employees’ Retirement System of Mississippi has received a Popular Award for the last seven 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
2010 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 intended
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. I hope all recipients of this report find
it informative and useful. This report is also available to the general public on our website, www.pers.state.ms.us.

I would like to express my gratitude to you, the staff, the advisors, and others who have worked so diligently to assure the

continued successful operation of the System 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
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Artisan Partners Limited Partnership
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Outside Professional Services

State Street Global Advisors

State Street Financial Center
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Boston, Massachusetts 02111-2999
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Eagle Capital Management
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New York, New York 10022
Telephone: (212) 293-4040
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525 Okeechobee Boulevard, Suite 1800
West Palm Beach, Florida 33401
Telephone: (973) 276-9383

Lazard Asset Management
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AllianceBernstein
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London EC2M 3AE
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Acadian Asset Management
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Boston, Massachusetts 02109
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Real Estate Managers
Wellington Management Company, LLP
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Principal Global Investors
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AEW Partners
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Telephone: (617) 747-1600

Private Equity Managers
Pathway Capital Management, LLC
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West Warwick, Rhode Island 02893
Telephone: (401) 589-3402
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11 Madison Avenue, 16th Floor
New York, New York 10010
Telephone: (212) 538-7658

Absolute Return Managers
Pacific Investment Management Company
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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
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Auditor

KPMG LLP

One Jackson Place
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Funds Evaluation Services
and Asset Allocation/
Investment Policy Study
Mercer Investment Consulting, Inc.
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Atlanta, Georgia 30305

Telephone: (404) 442-3100

Legal Counsel

Office of the Attorney General
Margo Bowers, Special Assistant
450 High Street

P. O. Box 220
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Telephone: (601) 359-3680
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Public Pension Coordinating Council

Public Pension Standards Award
For Funding and Administration
2010

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




Organizational Chart
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