











0. Retirement Plans

Teachers Retirement System of Georgia (TRS)

Plan Description

Substantially all teachers, administrative and clerical personnel employed by local school systems of
the State of Georgia are covered by the Teachers Retirement System of Georgia (TRS), which is a
cost-sharing multiple employer public employee retirement system sponsored by the State of
Georgia. Most School Systems’ employees participate in TRS.

TRS provides service retirement, disability retirement and survivor's benefits for its members. A
member is eligible for service retirement after 30 years of creditable service, regardless of age, or
after 10 years of service and attainment of age 60. A member is eligible for early retirement after 25
years of creditable service. Early retirement benefits are reduced by the lesser of 1/12 of 7% of each
month the member is below age 60, or by 7% of each year or fraction thereof by which the member
has less than 30 years of service.

Normal retirement benefits paid to members are equal to 2% of the average of the member's two
consecutive highest paid years of service multiplied by the number of years of creditable service up
to 40 years. The normal retirement pension is payable monthly for life. Options are available for
distribution of the member's monthly pension at a reduced rate to a designated beneficiary on the
member's death.

Retirement benefits also include death and disability benefits whereby the disabled member or
surviving spouse is entitled to receive annually an amount equal to the member's service retirement
benefit or disability retirement, whichever is greater. The benefit is based on member's creditable
service (minimum of 10 years) and compensation up to the date of death.

TRS issues a publicly available financial report that includes financial statements and required
supplementary information for the Plan. That report may be obtained by calling 404-352-6500, or by
accessing their website at www.trsga.com.

Funding Policy
Employees of the School System who are covered by TRS are required to pay 5% of their gross
earnings to TRS. The School System makes monthly employer contributions to TRS at rates

adopted by the TRS Board of Trustees as advised by their independent actuary. The employer
contribution rate is 9.24% at June 30, 2007.
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O. Retirement Plans, continued

Total actual and required contributions were as follows:

2007 2006 2005
School System $28,304,077 $27,154,487 $26,202,224
Employees 15,294,733 14.691.312 14,180,084

$43,598.810 $41.845.799 $40,382,308

City of Atlanta General Employees Pension Plan

Plan Description

All permanent employees of the School System who are not covered under the TRS are eligible to
participate in the City of Atlanta General Employees’ Pension Plan (the “Plan™). In addition, certain
School System employees employed prior to July 1, 1979, also participate in the Plan.

The Plan provides retirement and disability benefits, annual cost-of-living adjustments, and death
benefits to plan members and beneficiaries. The Plan is an agent multiple-employer pension plan
administered by a Board of Trustees, which includes the Mayor of the City of Atlanta or designee,
the City’s Chief Financial Officer, one member of City Council, one member of the School System,
one member elected by eligible employees of the City, one member elected by eligible employees of
the School System, one member elected by retired employees of the School System and one member
elected by retired employees of the City. The Board of Trustees has the authority to establish and
amend the benefit provisions of the Plan.

On December 12, 2003, the School System adopted the following changes to the Plan:

1. 10 year vesting
2. 2.5% benefit multiplier (capped at 80%)
3. Unreduced retirement at 30 years of service regardless of age

The Plan issues a publicly available financial report that includes financial statements and required
supplementary information for the Plan. The report may be obtained by writing or by calling the Plan
at:

City of Atlanta General Employees Pension Plan
68 Mitchell Street

Atlanta, GA

Telephone Number: (404) 330-6000

The Plan provides retirement benefits that, initially, are 2% of the employee's highest average
monthly base compensation over any 36-month period. A participant may retire at age 65 or, after 15
years of service, at age 60. Cost-of-living increases are awarded annually, up to a 3% maximum
increase. Partial vesting percentages based on years of creditable service and provisions for early
retirement, are included in the Plan. Benefits also may be payable at termination, death, or disability.
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0. Retirement Plans, continued

The School System’s membership in the Plan as of July 1, 2007 is as follows:

Active employees 1,026
Inactive members 154
Retirees and beneficiaries 2.479

Total membership 3.659

Method Used to Value Investments
Investments are stated at fair value. Fair value of Plan assets at July 1, 2007 was $161,816,360.
Funding Policy and Annual Pension Cost

The School System’s funding policy is to contribute a percentage of covered employee payroll as
developed in the actuarial valuation for the Plan. Obligations to contribute to the Plan are established
by the Board, subject to minimum financing standards established by the State of Georgia.

Active participants are required to contribute 7% of pay (8% if participant has a covered beneficiary
or is married). The School System’s contribution percentage is the actuarial determined amount
necessary to fund Plan benefits after consideration of employee contributions.

The actuarial determined contribution amount is the sum of the annual normal cost (determined
under the entry age normal actuarial cost method) and the amortization of the unfunded actuarial
accrued liability as a level percentage of future payrolls (over 40 years from January 1, 1979).

The Plan’s annual pension cost for the current year, based on actuarial valuations performed as of
July 1, 2007 and related information for the Plan is as follows:

Contribution rates as a percent of covered payroll:

Employee 7.0% or 8.0%

Employer 8.0%
Annual pension cost $ 47,925,431
Employer Contributions made $49,265,266*

*This amount is based on the fiscal year vs. amounts provided by the actuarial report in the following page, which are presented on a calendar
year.

Actuarial valuation date 7/1/07
Actuarial cost method Entry age normal
Amortization method Level % of pay, closed

Actuarial assumptions:

Investment rate of return 8.0% per year
Projected salary increases:
Inflation 3.0% per year
Merit or seniority and productivity 4.5% per year
Post retirement benefit increases N/A
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0. Retirement Plans, continued

The asset valuation method used is the actuarial value from the prior year plus net new money plus
20% of the asset appreciation/depreciation for the current year and each of the prior four years.

Effective July 1, 2007, the Plan Year was changed from January 1 to July 1. Therefore, the valuation
presented below, dated December 31, 2006, is based on the most current actuarial tables available at
the School System’s fiscal year end of June 30, 2007. Data as of July 1, 2007 will be presented in
the School System’s 2008 Comprehensive Annual Financial Report.

Five Year Trend Information as of December 31 is as follows:

Annual % of Net
Required Actual ARC Pension
Year Contribution ARC) Contribution Contributed Obligation
2002 $34,950,601 $35,136,900 100.53% ($186,299)
2003 $38,812,022 $38.,675,940 99.65% $136,082
2004 $40,937,888 $36,321,730 88.72% $4,616,158
2005 $43,537,755 $45,125,221 103.65% ($1,587,466)
2006 $46,116,267 $46,116,267 100.00% $0
UAAL
Actuarial asa
Accrued Percentage
Actuarial Liability Unfunded of
Actuarial ~ Value of (AAL) AAL Funded Covered Covered
Valuation  Assets*® Entry Age (UAAL) Ratio Payroll Payroll
Date (a) (b) (b-a) (a/b) (c) ((b-a)/c)
1/1/02  $117,546,260 $563,396,789 $445,850,529 20.9% $40,666,479  1,096.4%
1/1/03 $109,367,500 $579,890,481 $470,522,981 18.9% $47,042,418  1,000.3%
1/1/04  $107,323,985 $581,451,634 $474,127,649 18.5% $45,898,463  1,033.0%
1/1/05  $102,301,954 $580,470,790 $478,168,836 17.6% $40,366,756  1,184.6%
1/1/06  $116,866,067 $600,055,443 $483,189,376 19.5% $26,185,568 1,845.3%

P. Special Items

During Fiscal Year 2007, the School System sold several pieces of Capital Assets. A net gain of
$3,129,377 from sale is reported as a special item on the Statement of Activities.
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Q. Extraordinary Items

During Fiscal Year 2007, Achieve Academy of Atlanta and School for Integrated Academics &
Technologies at Georgia Inc, were closed. These two charter schools financial information was not
available as of June 30, 2007. Therefore an extraordinary item was shown as to close out any
balances remaining from these blended charter schools.

R. Commitments and Contingencies

Construction commitments

The School System has active construction projects as of June 30, 2007. The projects relate to
construction and renovation of school buildings. At year end the School System’s commitments with
contractors were $27.9 million. Additionally, Education Reform Success entered into a construction
contract which had $3.38 million in commitments as of June 30, 2007.

Litigation and Other Contingencies

The School System is a defendant in various lawsuits which arose in the ordinary course of its
activities. The School System believes its liability in these matters, if any, will not be material.

S. Prior Period Adjustments

Beginning net asset balances have been adjusted in the following statements pursuant to corrections
of prior year error:

Government-Wide

Net assets at the beginning of the year for governmental activities have been restated by $20,399,249
for capital assets and $6,029,535 for property taxes as described in the following paragraph.

The valuations of various plots of land and some other capital assets were understated by
$20,399,249. Capital assets at the beginning of the year have been restated to reflect properly the
understatement of these assets. These amounts are reflected as a correction of prior year errors in the
statement of activities.

Adjustments for the proper recognition of property taxes were made for $6,029.535.
Additional restatements were required in separation of the Debt Service fund from General Fund.
Beginning fund balance for general fund was adjusted by $4,396,505. Debt service fund needed a net

adjustment of $4,310,899. The net variance of $85,606 was due to reconciliation of beginning
balance with amounts presented by City of Atlanta.
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