Retirement News Update
A Newsletter for Members of the City of Austin Employees’ Retirement System

Financial Analysis Summary for Members of the
City of Austin Employees’ Retirement System at 12/31/2004
Introduction
This edition of Retirement News Update provides summary financial
information about the City of Austin Employees’ Retirement System
(COA ERS) based on the 2004 Comprehensive Annual Financial Report
(CAFR). The complete report provides in-depth information about
the financial, investment and actuarial aspects of the retirement plan.
To obtain a copy of the entire 2004 CAFR, please contact the Retirement Office by phone at (512) 458-2551 or by email at
info@coaers.org. You may also download a copy of the report from
our website at www.coaers.org.
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About COA ERS
The City of Austin Employees’ Retirement System is a public employee retirement system established in 1941 by City ordinance and
governed since 1991 by the State of Texas. The purpose of COA
ERS is to provide retirement, disability, and death benefits for its
Members.
As of December 31, 2004, COA ERS has assets totaling $1.375 billion and its future obligations were 80.8% funded.
Membership
City of Austin regular employees working 30 or more hours per week
become Members of COA ERS on their date of employment. Members employed on October 1, 1995 are given service credit for one
prior probationary period of up to six months. Members do not
include:
∗
∗
∗
∗

Temporary employees
Part-time employees working less than 30 hours per week
Civil service employees of the Fire Dept. and the Police Dept.
The Mayor and Members of the City Council
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Retirement Eligibility
Members are eligible for retirement when they meet one of the following age and service requirements:

For more information about specific retirement benefits, please refer
to your COA ERS Retirement Benefits Guide or contact the Retirement Office at (512) 458-2551.
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As of December 31, 2004, COA ERS had 7,489 Active Members,
3,137 Retired Members and 612 Inactive Vested Members.
Contributions
Members of COA ERS currently contribute 8% of their base pay,
calculated on a 40-hour work week. Contributions are made through
payroll deduction each pay period; the City of Austin currently contributes an amount equal to the amount contributed by Member employees.
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Investments
COA ERS is responsible for the prudent management of funds held
in trust for the exclusive benefit of our Members’ pension benefits.
Funds are invested to achieve maximum returns without exposing
retirement assets to unacceptable risks. The Board of Trustees has
Assets:
retained eleven professional Investment Managers to help maximize
Cash & Receivables
returns and control risk for the fund. In determining an appropriate
asset allocation and selection of investment managers, the Board is
Investments
assisted by an independent Investment Consultant. At December
Invested securities
31, 2004, the asset allocation for the portfolio was as follows:
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Investment performance for the year ending 2004 was 11.8% net of
fees. For actuarial purposes, the System’s annual investment performance is measured over a five-year period, thereby smoothing
annual variations in return. COA ERS is a long-term investor with
a permanent fund, so performance over extended periods of time is
the most important.
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The Supplemental Funding Plan was developed by the COA ERS
Board of Trustees working in partnership with the Austin City Manager. Under this plan, the City will provide a subsidy to COA ERS Deductions:
under certain conditions. The subsidy will begin in 2007 at 1% of
employee compensation and gradually increase to 4%, if necessary. Benefit Payments
The start of the subsidy or any increase may be delayed, depending General & Admin Expenses
upon the investment earnings of the System. The subsidy will reTotal Deductions
main in effect until such time as the regular 8% City contribution is
sufficient to maintain a 30-year amortization period. The plan also
Net Increase/Decrease
provides that future benefit enhancements or cost-of-living increases will require a recommendation from the City Manager for
subsequent approval by the City Council. The supplemental fundNet assets held in trust
ing plan does not require additional contributions from employees.
for pension benefits
The adoption of this plan by the Austin City Council will help enbeginning of year
sure a financially sound retirement system.
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The Actuarial Valuation for the plan year ending December 31,
2004, reports an increase in the Plan’s unfunded liability. COA Additions:
ERS’ unfunded accrued actuarial liability increased from $203 million for 2003 to $321 million for 2004. Current contributions are Contributions
not sufficient to amortize the System’s liabilities over a 30-year peInvestment Gain/Loss
riod as prescribed by standards of the Governmental Accounting
Standards Board. To address this issue, the Austin City Council Investment Expenses
Net investment income
approved a supplemental funding plan for COA ERS in May 2005.

Supplemental Funding Plan
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Notes: Negative numbers in the above chart represent over-funded status for the
periods indicated; prior to 1997 (*), actuarial valuations were performed biannually.

Retirement News Update is a publication of the City of Austin Employees’
Retirement System and is distributed for the information of COA ERS
active, vested, and retired members, and their beneficiaries.

