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Revitalization and Self-Government Improvement Act of 1997,” amended the Reform Act to require the Federal
government to assume full responsibility for continuation of the retirement program for Judges in the District of
Columbia and thus relieved the District of all liabilities associated with the Judges’ Retirement Fund.

3 The Replacement Plan Act is codified at D.C. Official Code § 1-901.01 et seq (2001), Sept. 18, 1998, D.C. Law 12-152,
    § 101, 45 DCR 4045.
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I INTRODUCTION

The District of Columbia Retirement Board (the "Board") was established as an
independent agency of the District of Columbia government by the U.S. Congress on
November 17, 1979, through enactment of the District of Columbia Retirement Reform Act,
as amended (the "Reform Act").1  The Reform Act provided the Board with exclusive
authority and discretion to manage and control the District of Columbia Police Officers’ and
Firefighters’ Retirement Fund, and the Teachers’ Retirement Fund (collectively the
"Funds").  The Reform Act also sets forth the Board’s structure, specific authority and legal
responsibilities.  As explained in more detail below, the Board's former responsibility for
managing the Judges' Retirement Fund has since been assumed by the Federal
government pursuant to Title XI of the Balanced Budget Act of 1997.2  

On October 1, 1997, the Council of the District of Columbia enacted emergency
legislation which ultimately became a permanent measure, DC Law 12-152, the "Police
Officers, Firefighters and Teachers Retirement Benefit Replacement Plan Act of 1998" (the
"Replacement Plan Act").3  The stated purpose of the Replacement Plan was to establish
replacement plans for pension benefits accrued after June 30, 1997, for police officers,
firefighters, and teachers, which were in effect frozen by the Revitalization Act as of that
date.  The Replacement Plan also required full funding of the two retirement plans and
continued management on an actuarially sound basis of all retirement funds entrusted to
the Retirement Board.

To facilitate effective monitoring of the retirement system, the Reform Act and the
Replacement Plan Act of 1998 require the Board to publish an annual report for each fiscal
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year.4  This report provides detailed disclosure of the financial and actuarial status of the
retirement Funds.  The report is transmitted to Congress, the Mayor, and Council of the
District of Columbia by April 28th of each year.  The report is also made available for
examination by participants and beneficiaries of the Funds at the principal office of the
Board located at 900 7th Street, NW, 2nd Floor, Washington, DC 20001, and may also be
viewed on the Board’s website at www.dcrb.dc.gov.

Legislative History

Prior to enactment of the Reform Act in 1979, eligibility and benefit rules, and
financing arrangements for the pension plans for the District's police officers, firefighters,
teachers and judges were authorized by various acts of Congress and administered by the
Federal government.  Benefits were paid monthly from general revenues of the U.S.
Department of the Treasury when workers retired instead of being pre-funded throughout
the careers of participating workers.  This “pay-as-you-go” method of financing is actuarially
unsound, and results in what is called an “unfunded actuarial accrued liability” (“unfunded
liability”).

Unfunded Liability

An unfunded liability results when assets set aside under an employer’s pension
plan are accumulating at an insufficient rate to provide a pool of funds out of which the
promised pensions can be paid when they become due.  Consequently, when the Reform
Act was enacted and required the District government (the“District”) to assume
responsibility for these pension plans in 1979, the unfunded pension liabilities that had
accumulated (approximately $2.6 billion) were also transferred to the District, and they
continued to grow through 1997.

“National Capital Revitalization and Self-Government Improvement
  Act of 1997”

In response to a financial crisis confronting the District of Columbia, the Clinton
Administration proposed a plan in 1997, to provide Federal financial relief to the District in
various forms.  One critical area of relief came in the form of a proposal for the Federal
government to assume financial responsibility for a liability that it created prior to
transferring responsibility for managing the retirement plans from the Federal government
to the District government almost twenty years earlier.  At the conclusion of many months
of hearings and debate in the Congress over the Administration's revitalization plan,
Congress enacted Title XI of the Balanced Budget Act of 1997 (Public Law 105-33, 111
Stat. 251), entitled the “National Capital Revitalization and Self-Government Improvement



5 The Revitalization Act removed the Judicial representative from the Board after the successful transfer of the entire
D.C. Judges’ Retirement Fund to the Federal government in 1999.

3

Act of 1997 (the “Revitalization Act”).

The Revitalization Act amended the Reform Act, significantly reducing the District
government’s liability and its administrative responsibility to certain eligible participants and
beneficiaries of the Police Officers’ and Firefighters’ Retirement Fund, and the Teachers’
Retirement Fund (“covered District employees”).  The Revitalization Act saved the District
$250 million or more per year in total retirement contributions.

As a result of the Revitalization Act, the District’s required contribution for the two
funds (Police Officers’ and Firefighters’, and Teachers’) in fiscal year 1999 was reduced
from an amount estimated in excess of $300 million to $57.3 million.  As mentioned earlier,
the Revitalization Act created a separate Judicial Retirement Fund for Judges of the District
of Columbia courts, requiring the Federal government to take full responsibility (all assets
and obligations) for continuation (including administration) of that retirement program. 

The Revitalization Act also required the District government to enact a replacement
retirement plan for covered District employees whose plans were in effect frozen as of June
30, 1997.  In response, the Council of the District of Columbia adopted the Replacement
Plan Act.

Finally, the Revitalization Act required the Board to transfer accumulated assets from
the retirement Funds with a value of approximately $3.4 billion to the U.S. Department of
Treasury (“Treasury”), acting on behalf of the Federal government.  After many months of
negotiations between the Board, the District, and Treasury, the asset transfer was
accomplished on May 1, 1999.

Board Structure

The Board is currently comprised of twelve Trustees.5  The composition of the Board
is an expression of Congressional intent to balance the various interests represented by
the Executive and Legislative branches of the District government as well as the affected
employee participant groups.  Accordingly, three Trustees are appointed by the Mayor,
three are appointed by the Council of the District of Columbia, and the remaining six are
elected by the participant groups (one each from active and retired police officers,
firefighters, and teachers).  Two Trustees appointed by the Mayor and one of the Council
appointees must have professional work experience in banking, insurance, or the
investment industry. 

 In addition to the statutory framework provided by the Reform Act for the Board’s
fiscal and operational responsibilities, the District of Columbia Municipal Regulations
("DCMR") contain an extensive set of rules and regulations promulgated by the Board (Title
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7, Chapter 15) that address various structural and operating characteristics of the Board
(“Board Rules”).  For example, the Board Rules describe the various executive officers of
the Board and their responsibilities, staff positions and functions, standing committees and
their respective jurisdiction, and rules for the Board's open meetings.

The Board's operating budget is paid out of the investment earnings of the
retirement Funds managed by the Board.

Operations by the Board and Staff

By adhering to its asset allocation plan, rebalancing portfolios when necessary,
controlling transaction costs, selecting investment managers with an audited favorable
long-term track record, a disciplined investment process, and aggressively negotiating
investment management fees, the Board has long managed the Funds in a sound, prudent
and well-documented manner.

Since inception, the Board has operated pursuant to a committee system.  This
structure provides a two-tiered process for fiduciary review and analysis.  The Board
currently has six standing committees: (1) Benefits; (2) Emerging Enterprises; (3) Fiduciary;
(4) Investment; (5) Legislative; and (6) Operations.

Board policies and directives are implemented by an in-house staff.  From inception,
the Board’s staff has been responsible for accounting, procurement, human resources,
budgeting, information technology, investment program development and oversight, and
legal review and counsel.  These capabilities are further enhanced by the retention of
outside consultants all of whom are directed by, and work closely with, senior staff. 

In 2004, as a result of several years of studies and recommendations, the Council
and Congress passed the Office of Financial Operations and Systems Reorganization Act
of 2004,6 which resulted in the Boards assuming responsibility for administering the
retirement plans for teachers, police officers and firefighters.  Prior to the passage of that
legislation, the responsibility for benefits administration rested with the District’s Office of
Pay and Retirement Services (“OPRS”).

The Board and various intergovernmental entities, including the District government
and the Federal government, negotiated several memorandums of understanding (“MOUs”)
to ensure the smooth transition of benefits administration to the Board. 

In preparation for assuming the responsibility for benefits administration, the Board
adopted a revised organization structure after obtaining professional assistance and
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benchmarking with comparable public pension plans during October 2004.  With the new
organizational structure, the Agency has grown from a staff of 13 full-time employees, when
the Board was an “investment-only” board, to now being a Board with benefits
administration responsibilities, and a staff budget for 44 full-time positions.

 The Board completed an analysis of how benefits had been administered previously
and identified customer service improvements.  Subsequently, the Board established a new
Member Services’ Center, staffed the benefits administration function, and conducted
extensive training of the new benefits administration employees.  This new benefits
administration function currently offers administrative services for retired police officers,
firefighters and teachers, and in the fall of this year we will begin providing corresponding
services for active police officers, firefighters and teachers who are eligible to participate
in the plans.

Board Responsibilities

The Board's primary responsibilities include:

Managing the retirement Funds on an actuarially sound basis;

Exercising discretionary authority as fiduciaries to the Funds, solely in the
interest of the participants and beneficiaries.  All duties are discharged with
the care, skill, prudence and diligence as would a prudent expert acting in a
like capacity;

Monitoring pension payments from the District government7 to the Funds, as
determined in accordance with the Replacement Plan Act, and structuring the
Funds assets in a manner designed to diversify the investments of the Funds
so as to maximize returns while minimizing the risk of large losses;

Maintaining, in an appropriate depository, a cash reserve in an amount
determined by the Board to be sufficient to meet current outlays for
annuitants and other authorized retirement and disability benefits paid from
the Funds;

Engaging the services of (a) competent investment counsel(s); (b) an
enrolled actuary to conduct actuarial valuations and determine District
payments due for the forthcoming fiscal year; and © an independent certified
public accounting firm to conduct an examination of the financial statements,
books and records of the Funds, in accordance with generally accepted
accounting principles, and  to prepare an annual audited financial report for
each of the retirement Funds;  
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Providing information to the participants and beneficiaries of the Funds that
informs them of their rights and obligations under their respective retirement
plans in the form of a “summary plan description” with appropriate
amendments and updates to reflect substantive changes; and 

Finally, in preparation for the transition of assuming benefits administration
and based on the new organizational structure, the Board recruited, hired
and trained 16 new staff persons for the Benefits Administration Department.

On September 26, 2005, a smooth transition of benefits administration was
completed according to the scheduled timeframe and the Board began administering
retirement benefits without any interruption in payments or customer service.  This new
benefits administration function currently offers administrative services for retired police
officers, firefighters and teachers, and in the fall of this year DCRB will begin providing
corresponding services for active employees. 

II HIGHLIGHTS OF THE BOARD’S ACTIVITIES

In conjunction with its primary responsibility to manage the assets of the Funds, the
Board was engaged in many other activities in fiscal year 2005, which are briefly
highlighted below: 

C Managed investment of the assets of the Teachers’ Retirement Fund and the Police
Officers’ and Firefighters’ Retirement Fund in a fiscally sound manner such that the
Funds achieved an annualized rate of return of 8.8% for the 10-year period ending
September 30, 2005, exceeding its target actuarial investment rate of return of
7.25% by 155 basis points.

• Achieved a rate of return of 13.9% for the one year period ending September 30,
2005. 

C As of September 30, 2005, the Funds’ market value was $3,145,775,000.

C Conducted  quarterly reviews of the performance of the investment managers and
undertook due diligence site visits to current and prospective investment managers.

C Periodically rebalanced assets to remain within asset allocation target ranges. 

C Continued Trustee education and staff development.

C Appeared before the Council of the District of Columbia’s Government Operations
Committee to testify on the Board’s FY06 budget request and to discuss the Board’s
administrative operations, investment program and investment performance of the
Funds. 
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C Conducted monthly Board and Investment Committee meetings. 

As stated previously, beginning in late 2005, the District of Columbia Retirement
Board assumed the responsibility to administer the retirement benefits programs for the
District’s teachers, police officers and firefighters.  This additional responsibility was
established with the enactment by the DC Council of Subtitle B of Title 1 of the Fiscal Year
2005 Budget Support Emergency Act of 2004 and the Fiscal Year 2005 Budget Support
Act of 2004, entitled the Office of Financial Operations and Systems Reorganization Act
of 2004.  During 2004 the Board undertook extensive strategic planning, in cooperation with
the US Treasury Office of DC Pensions and the District of Columbia’s Office of Pay and
Retirement Services, in preparation for a smooth transition to this new responsibility.  The
Board and staff undertook a study to identify customer service improvements that would
be incorporated into future levels of operation.  Steps in this process carried out during
fiscal year 2005 included: 

C Analyzed the current concept of operations for benefits administration.

C Reviewed best practices of other state and municipal retirement systems.

C Developed an organizational and staffing design, position descriptions, and a
classification and compensation structure.

C Concluded search for office space to address impending lease expiration and to
accommodate the consolidated operations of the agency.

C Adopted a Memorandum of Understanding with the US Treasury Office of DC
Pensions for the sharing of transition costs and the development of a proposed cost
sharing methodology for future implementation phases.

C Developed a proposed budget to support ongoing operations, as well as potential
improvements to customer service for retired members of the retirement plans.

C Interviewed candidates and staffed the Benefits Administration function.

C Worked closely with US Treasury to train new staff on Treasury’s STAR System. 

Trustee Election

The Board conducted a special election to fill the unexpired term of the retired
member of the District of Columbia Fire Department. 

Administrative Operations

With respect to internal operations, the Board conducted regularly scheduled
meetings, including those of the Board’s standing committees.  All Trustees were
encouraged to participate in investment management workshops and educational training
programs designed to facilitate compliance with the high standard of care associated with
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their fiduciary responsibilities.

The Board provides extensive ongoing educational opportunities for both staff and
Trustees.  Trustees have a fiduciary duty to be well-informed.  The Board provides each
new trustee with a comprehensive manual as well as a one-on-one orientation to their
duties.  Educational presentations are made by outside experts at Investment Committee
and Board meetings on investment topics and fiduciary responsibility.  Each Trustees is
encouraged to attend the week-long Trustee education program at the University of
Pennsylvania’s Wharton School.  Each Trustee is also provided with a budget to support
attendance at various seminars and conferences related to carrying out their fiduciary
duties.  Professional and support staff and Trustees participated in over 140  training and
educational programs in FY05, and additional opportunities are planned for FY06. 

III LONG TERM INVESTMENT PROGRAM

For FY 2005, the Total Fund returned 13.9%.  While it underperformed the Total
Fund Benchmark by 50 basis points (13.9% versus the fund benchmark of 14.4%), the
Total Fund outperformed the Board’s actuarial assumed rate of return of 7.25% by
approximately 665 basis points.  The Total Fund’s underperformance relative to the Total
Fund Benchmark for FY 2005 can be attributed primarily to an underweight allocation to
alternatives, including both private equity and real estate (as discussed below), and
underperformance by the domestic equity and private equity segments.  However, active
management within the international equity, fixed income, and real estate segments
contributed positively to relative returns.  The international equity segment outperformed
its benchmark, the MSCI EAFE Index, by 20 basis points (26.0% versus 25.8%), the fixed
income segment outperformed its benchmark, the Lehman Brothers Aggregate Bond Index,
by 180 basis points (4.6% versus 2.8%), and the real estate segment outperformed its
benchmark, the NCREIF Classic Property Index, by 620 basis points (25.4% versus
19.2%).

As of September 30, 2005, the Total Fund’s assets equaled $3.15 billion, an
increase of approximately 20% from the total asset value at the end of FY 2004.  Over the
long-term, the Total Fund has roughly matched the Total Fund Benchmark, with the Total
Fund returning an annualized 8.8% for the 10-year period ended September 30, 2005,
versus 8.9% for the Total Fund Benchmark.  It should be noted that the Total Fund has
exceeded the Board’s actuarial assumed rate of return (7.25%) by 155 basis points over
this 10-year period.

Public equity markets continued to perform well during FY 2005, as world stock
markets rallied for the third straight year.  The Russell 3000 Index, a broad-based U.S.
equity index, rose 14.6% during the period.  Non-U.S. equity markets outperformed U.S.
stocks for the fourth consecutive year, with the MSCI EAFE Index increasing 25.8% during
the 12-month period ended September 30, 2005.  Private equity investments enjoyed
strong performance for the second straight year, with the Cambridge Private Equity Index
rising 37.9% for the 1-year period.  Fixed income was the worst performing asset class
during FY 2005, with the Lehman Brothers Aggregate Bond Index returning 2.8%, as the
Federal Reserve continued to raise short-term interest rates.
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During FY 2005, the Board requested its general investment consultant, Watson
Wyatt, to update its asset/liability study that was conducted for the Board in FY 2003.
Following that study, it was recommended that the Board retain it’s FY 03 s asset allocation
targets, which are as follows:

U.S. Equities 40%
Fixed Income 25%
International Equities 20%
Private Equity 10%
Real Estate   5%

As of September 30, 2005, all asset classes were within their respective target
allocation ranges, with the exception of private equity and real estate.  Due to the time
involved in deploying large amounts of capital expeditiously in these two rather illiquid asset
classes, it may take several years before the Board reaches full exposure to private equity
and real estate.  Therefore, U.S. public equities and fixed income will be used as proxies
for exposure to private equity and real estate, respectively, until these strategies can be
fully implemented.  

During FY 2005, the Board took important steps in moving toward its target private
equity and real estate allocations.  Pantheon, the Board’s discretionary private equity
advisor, was funded by the Board in November 2004 and has already made 21
investments, with commitments, totaling more than $86 million, in private equity
partnerships.  The Board also signed an agreement with Pantheon during FY 2005 to
monitor the Board’s legacy private equity portfolio, which had strong performance for the
year (22.2%).  Regarding real estate, the Board selected three new real estate investments
during FY 2005:  JP Morgan Strategic Property Fund (core open-end), Heitman Value
Partners (value-added closed-end), and Wellington (public REITs), with the latter two being
funded during the fiscal year.  JP Morgan is expected to be funded in early FY 2006.

The Board also reviewed the investment structure of its Non-U.S. equity segment
during FY 2005.  Following that review, and the termination of one manager (Bank of
Ireland), the Board decided to change the investment mandate, and corresponding
benchmark, for Capital Guardian in order to gain additional exposure to both emerging
markets and small cap international stocks.  In addition, the Board conducted two manager
searches, one for an international growth manager and one for an international value
manager, in order to complement Capital Guardian’s core international equity portfolio.  The
Board selected and funded both Gryphon International (international growth) and LSV
Asset Management (international value) during FY 2005. 

With the goal of increasing alpha of the Total Fund, the Board also selected two new
managers within the domestic equity segment.  The Board conducted a search for a
manager to implement the Board’s Emerging Managers Program and selected EACM
Advisors, who was funded during FY 2005.  The Board also selected Western Asset
Management to manage an enhanced index portfolio, which should be funded in FY 2006.
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The Board continued to rebalance its managers’ portfolios during FY 2005 in
accordance with the Board’s rebalancing policy.  Variances from investment style targets
were rebalanced as needed in a manner that maintained the overall integrity of the asset
class structure but was not disruptive to the managers.

Going forward, in FY 2006 the Board intends to continue the implementation of its
strategic asset allocation policy.  In particular, it plans to select and fund at least one
additional real estate manager, as well as to consider various alpha-generating strategies.
The Board will continue to review the investment structure of its asset class segments and
to carefully monitor the performance of its investment managers.  As appropriate, the Board
will make adjustments to its investment structure within each asset class and conduct
manager searches, when necessary, in order to enhance the performance of the Total
Fund.

IV DETERMINATION OF ANNUAL DISTRICT PAYMENT TO THE
RETIREMENT FUNDS

The Replacement Plan Act establishes the method for calculating the employer
(District of Columbia) contribution to the retirement Funds.  The Board’s enrolled actuary
must determine the level percentage of covered payroll, expressed as a percentage
(“normal contribution rate”) for each participant group.  Under the Replacement Plan Act,
the District must contribute an amount annually, which – when combined with (i) the
actuarial value of assets, (ii) expected investment earnings, and (iii) future employee
contributions – will pay for the benefits by the time the workforce leaves employment.  An
actuarial value of assets is the value of cash, investments and other property that belongs
to a pension plan, as used by the actuary for the purpose of an actuarial valuation.

After the actuary certifies the normal contribution rate to the Board, the Board must
certify to the Mayor, and the Council of the District of Columbia, the normal contribution rate
applicable for the following fiscal year for each separate retirement fund comprising the
Funds.  In preparing each annual budget for the District of Columbia, the Mayor must
include an amount for each separate fund that equals the normal contribution rate
multiplied by an estimate of the applicable payroll as the District payment for the next fiscal
year.

V ACTUARIAL VALUATION

The Replacement Plan Act requires the Board’s actuary to undertake an actuarial
valuation of the retirement Funds upon request by the Board or at least once every 2 years.
The results of the actuarial valuation are presented in the Report of the Enrolled Actuary
together with the actuarial certification of the District contribution dated (December 18,
2003) (Exhibit H).  On the basis of the actuarial valuation conducted by the Board’s actuary,
EFI Actuaries, as of October 1, 2003, the Board certified the normal contribution rate for
fiscal year 2005 as follows: 2.82% of covered payroll for teachers, and 35.1% of covered
payroll for police officers and firefighters.
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Because the District payment to the retirement Funds is an estimated amount based
upon certain actuarial assumptions, the Replacement Plan Act establishes a corrective
mechanism for adjustments in the District contribution to the Funds each year for shortfalls
and overpayments from the second prior fiscal year.

VI FISCAL YEAR 2005 DISTRICT PAYMENTS

D.C. Code Section 1-907.02 stipulates:

"(a) Each fiscal year, the District shall ensure that a sufficient amount is appropriated
for each separate fund comprising the Funds, as the District of Columbia payment
to the appropriate separate fund comprising the Funds, which shall be equal to, or
greater than, the amount calculated as provided for in 
§ 1-907.03, as determined by the enrolled actuary . . . .”

D.C. Code Section 1-907.03(b)(1) requires the D.C. Retirement Board to certify to
the Mayor and the Council, not less than thirty days before the Mayor submits the budget
for the District of Columbia government to the D.C. Council, the normal contribution rate
of the District’s payment to the D.C. Teachers’ Retirement Fund and to the D.C. Police
Officers’ and Firefighters’ Retirement Fund.  The Board approved the enrolled actuary’s
certification on December 18, 2003.

The following were the amounts certified by the Board as the District's fiscal year
2005 payments to each of the Funds, in millions.

Description
Teachers’

Retirement Fund
Police Officers’ and

Firefighters’
Retirement Fund

Normal Contribution Rate 2.8% 35.1%

Estimated Fiscal Year 2005 Covered
Payroll

$364.1 $302.4

Fiscal Year 2005 District Payment
Before Adjustment for Previous Shortfall

$9.2 $111.6

Shortfall (Overpayment) From Prior
Years

($1.0) $5.4

Fiscal Year 2005 District Payment $0.0 $120.8

The Mayor and the Council included in the fiscal year 2005 budget, which Congress
appropriated in Public Law 108-335, enacted October 18, 2004, $9.2 million for a
contribution to the Teachers’ Retirement Fund and $111.6 million for a contribution to the
Police Officers’ and Firefighters’ Fund.  The Police Officers and Firefighters received an
enhancement to benefits that caused the District’s contribution to the Police Officers’ and
Firefighters’ Retirement Fund to increase.  This benefit enhancement caused the District’s
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contribution to the Police Officers’ and Firefighters’ Retirement Fund to increase to $121.3
million.  On November 1, 2004, the District paid the $121.3 million.

Item Amount

Amount certified by the Board $120.8

Benefit change to longevity
provisions for police officers

$0.5

Total Appropriated Amount $121.3

 VII ADMINISTRATIVE EXPENSES OF THE BOARD

The District of Columbia Appropriations Act, 2005 (P. L. 108-335) authorized 14 full-
time equivalent positions and $15,277,000 to pay for legal, management, investment, and
other fees and administrative expenses of the D.C. Retirement Board.  Since those
amounts were to be paid from the investment earnings of the Teachers’ and the Police
Officers’ and Firefighters’ Retirement Funds, the Board exercised strict expenditure controls
and spent only $12,547,585 of the authorized amount.  Of this amount, $9,015,032 was
expended for professional services rendered by the investment managers, custodian, and
investment consultants.  The expenses are itemized in Exhibit J.

VIII RETIREMENT BENEFIT PROGRAM ADMINISTRATION

The Board has exclusive responsibility for the investment of the assets of the two
retirement funds, but the responsibility for administering the retirement benefit programs
for the teachers, police officers, and firefighters was spread among several agencies of the
District of Columbia government.  However, as noted earlier, new legislation transferred the
responsibility for retirement program benefits administration of the retirement programs to
the Retirement Board, from being performed by OPRS, effective the last quarter of
calendar year 2005.  On September 26, 2005, the Board began administering the
retirement benefits for teachers, police officers and firefighters. 

However, certain elements of the benefits administration process currently remains
with other District Agencies.  For instance, the eligibility of police officers and firefighters
to receive retirement benefits is determined by an adjudicating board in the D.C. Office of
Personnel, specifically the Police and Firefighters’ Retirement and Relief Board (RRB).  The
Police and Firefighters’ Retirement and Relief Board is responsible for establishing eligibility
for regular and disability pensions, including the determination of an applicant's degree of
impairment and the percentage of disability.  Similarly, the Board of Education makes
eligibility determinations with respect to teachers' benefits and like RRB, is also responsible
for determining disability pensions.
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Once eligibility has been established by the applicable adjudicating authority, the
Office of Pay and Retirement Services of the Office of the Chief Financial Officer of the
District calculates the retirement benefit amount, adds the annuitant to the retirement rolls,
and thereafter processes monthly payments regularly until the beneficiary becomes
ineligible or dies.

After June 30, 1997, all pension and survivor benefits that are solely the
responsibility of the Federal government, or are split between the Federal government and
the District government are paid by the Federal government on a monthly basis.  A
Memorandum of Understanding between the Federal and District governments provides
that the Board will reimburse the US Treasury for the District share of these benefit
payments on an annual basis.  After the Federal government issues final rules to calculate
the Federal Benefit Payment share, benefit payments will be split and the District share will
be paid monthly through the DCRB Trust.  Through fiscal year 05, the Deputy Chief
Financial Officer for Financial Operations and Systems certified the amount of each
month’s annuity payroll, then issued pension payments for annuitants for which the District
was responsible.  During FY 06 and thereafter, these activities will become the
responsibility of the DCRB and the US Treasury. 

The District government is solely responsible for the total costs of benefit increases
enacted after June 30, 1997.  All such pension and survivor benefits are currently
reimbursed to the District government by the Board on a monthly basis.

Periodically, the Board reimburses or is reimbursed by the Office of the Chief
Financial Officer for the amount of purchase of prior service credit, and other cash
transactions.  The Board has recorded an estimated amount of that reimbursement, which
is included in the audited financial statements presented in Exhibit G.
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IX PARTICIPANTS

A summary of the participants and beneficiaries in the Funds as of September 30,
2005 is as follows:   

X ADDITIONAL INFORMATION REQUIREMENTS

Lease for Office Space

Location of Leased Premises: 
1400 L Street, NW
Suite 300
Washington, DC 20005
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Description of Leased Premises:
Office space consists of 6,374 square feet; storage space 566
square feet

Name of Lessor:
M -C Capital Associates, L.L.C.

Effective Date of Lease:
September 1, 2000

Term of Lease:
60 months

Minimum Rent:
The annual rental per square foot for fiscal year 2005 was $33.43.
The annual rental per square foot for storage space from May 
through September was $1.33.

(The Board moved to new offices on September 19, 2005.)

Location of Leased Premises:
900 7th Street, NW
2nd Floor
Washington, DC 20001

Description of Leased Premises:
Office space consists of 25, 510 square feet

Name of Lessor:  
IBEW Headquarters Building, LLC 

Effective Date of Lease:
September 1, 2005

Term of Lease:
120 months

Minimum Rent:
The annual rental per square foot is $44.25. 
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Other Disclosures

The retirement programs coverage is disclosed in Exhibit K, the List of Fiduciaries
and Service Providers and Schedule of Transactions with Persons Known To Be Parties-in-
Interest is presented in Exhibit L, the Schedule of Trustees Activities Sponsored by Service
Providers is presented in Exhibit M, and the Custodian Bank’s Balance Sheet is presented
in Exhibit N.
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Exhibit C

Funds Assets as of September 30, 2005





Exhibit D

Risk/Reward Structure For Five Year Period
Ending September 30, 2005





Exhibit F

Total Fund Performance
vs.

Total Fund Benchmark





Exhibit I

Board’s Fiscal Year 2005 Certification









Exhibit J

Board’s Fiscal Year 2005 Administrative 
Expenses





Exhibit K

Retirement Programs Coverage





Exhibit L

List of Board’s Service Providers and
Fiduciaries

Schedule of Transactions With Persons 
Known To Be Parties-In-Interest



VENDOR'S NAME DESCRIPTION OF SERVICES TOTAL PAYMENT RELATIONSHIPS WITH  
PARTIES-IN-INTEREST

PROHIBITED 
TRANSACTIONS

RELATIONSHIP WITH D.C. 
GOVERNMENT

PERSONAL INTERESTS 
IN FUND 

TRANSACTIONS
Lyle Blanchard Trustee Compensation 4,306                       
Barbara Davis Blum Trustee Compensation 9,981                       
Mary Collins Trustee Compensation 6,908                       No No Yes No
Shireen Dodson Trustee Compensation 9,983                       No No Yes No
Brian Lee Trustee Compensation 7,877                       Yes No Yes No
Judith Marcus Trustee Compensation 10,000                     No No Yes No
Joan Parrott-Fonseca Trustee Compensation 8,665                       No No No No
Darrick Ross Trustee Compensation 8,637                       Yes No Yes No
William Simons Trustee Compensation 4,221                       No No Yes No
George Suter Trustee Compensation 7,123                       No No Yes No
Thomas Tippett Trustee Compensation 739                          No No Yes No
Michael Warren Trustee Compensation No No Yes No

Alliance Capital Management Fund Investment Advisor 107,239                   
Ariel Capital Management, LLC  Investment Advisor 406,823                   No No No No
Bachow Investment Partners, III, L.P. Investment Advisor 24,739                     
Bank of Ireland Investment Advisor 799,081                   Yes No No No
Berhman Capital II, L.P. Investment Advisor 108,859                   
Brown Capital Management Inc. Investment Advisor 498,799                   No No Yes No
Capital Guardian Trust Company Investment Advisor 1,278,453                No No No No
The Edgar Lomax Company Investment Advisor 459,389                   Yes No Yes No
Fairview Capital Partners II, L.P. Investment Advisor 92,740                     No No Yes No
Gryphon International Investment Corporation Investment Advisor 199,405                   No No No No
Heitman Value Partners, LLC Investment Advisor 363,512                   Yes No No No
Hughes Capital Management, Inc. Investment Advisor 213,212                   No No No No
Inroads Capital Partners, L.P. Investment Advisor 51,960                     Yes No No No
LSV Asset Management Investment Advisor 223,304                   
McKinley Capital Management, Inc. Investment Advisor 466,304                   No No Yes No
Pacific Investment Management, Company (PIMCO) Investment Advisor 885,749                   No No No No
RSTW Partners III, L.P. Investment Advisor 146,982                   No No No
Sands Capital Management, LLC Investment Advisor 564,871                   No No No No
Thompson, Siegel & Walmsley, Inc. Investment Advisor 514,301                   No No Yes No
Warburg Pincus Private Equity VIII, L.P. Investment Advisor 122,555                   Yes No No No
Wellington Trust Company, NA Investment Advisor 129,090                   No No Yes No

Western Asset Management Company (WAMCO) Investment Advisor 650,370                   Yes No No No
Hamilton Lane Advisors, LLC Investment Consultant 58,333                     No No No No

Pantheon Ventures, Inc. Investment Consultant 573,520                   Yes No Yes No

Plexus Group Investment Consultant 20,000                     No No No No

Watson Wyatt & Company Investment Consultant 260,000                   No N/A No No

Wilshire Associates Inc. Investment Consultant 36,000                     No ___ No No

Atelier Architects, Inc. Consultant 17,018                     No NA No No

JGV Consulting Consultant 48,158                     No No No No
Mercer Human Resource Consulting
   f/k/a William H. Mercer, Inc.

Consultant 26,409                     No No No No

NGEN, LLC Consultant 56,500                     Yes No No No

PRM Consulting, Inc. Consultant 31,125                     No No Yes No

FISCAL YEAR 2005 SCHEDULE OF FIDUCIARIES AND SERVICE PROVIDERS'
TRANSACTIONS WITH PERSONS KNOWN TO BE PARTIES-IN-INTEREST
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VENDOR'S NAME DESCRIPTION OF SERVICES TOTAL PAYMENT RELATIONSHIPS WITH  
PARTIES-IN-INTEREST

PROHIBITED 
TRANSACTIONS

RELATIONSHIP WITH D.C. 
GOVERNMENT

PERSONAL INTERESTS 
IN FUND 

TRANSACTIONS

FISCAL YEAR 2005 SCHEDULE OF FIDUCIARIES AND SERVICE PROVIDERS'
TRANSACTIONS WITH PERSONS KNOWN TO BE PARTIES-IN-INTEREST

SRP, LLC Consultant 7,500                       
Arent Fox PLLC Legal Counsel 96,343                     
Groom Law Group Legal Counsel 85,504                     Yes N/A No No

Jones Day Legal Counsel 55,873                     
State Street Bank & Trust Company Master Custodian 525,381                   No No No No
AAA Networks Telephones 28,051                     No No No No
AON Risk Services Fiduciary Insurance 113,056                   
ASAP Software Express Computer Software 7,456                       No No No No
American Arbitration Association Trustee Election 60,038                     No No Yes No
Ameritel/Canon Office Scanners 11,344                     No No No No
Apptis, Inc. Office Wiring 31,711                     No No No Yes
Balmar Inc. Newsletter 31,453                     No No No No
Citibank Various 79,817                     
Colonial Parking, Inc. Senior Staff Parking 8,340                       No No No No
Corel Inc. Computer Software 7,200                       Yes No No No
DBTS Inc. Professional Services 11,274                     No N/A No No
Dell Marketing L.P. Staff Computers 95,505                     No No No No
EFI Actuaries Actuarial Services 46,799                     No No No No
FreeState Electrical Office Wiring 26,846                     
Hill Enterprises, Inc. Office Furniture 23,160                     No No No No
JOFCO, Inc. Office Furniture 5,726                       
Joe Ragan's Coffee, Ltd. Kitchen Supplies 6,982                       No No No No
Kastle Systems LLC Office Security 30,396                     No No No No
Kimball International Office Furniture 183,478                   
Knoll, Inc. Office Furniture 10,797                     
Legal Personnel, Inc. Temporary Personnel 7,128                       
Mack-Cali Office Rent 208,724                   No No No No
Maryland Office Interiors, Inc. Office Furniture 33,246                     No No No No
Neal Gross and Co., Inc. Transcription Service 21,211                     No No No
Office Movers Professional Services 14,803                     No No No No
Post Master (see Balmar) Postage 29,165                     
Staples Office Supplies 10,078                     
Starlight Security Inc. Security Cameras 7,572                       Yes No No No
SteelCase, Inc. Office Furniture 5,883                       No No No No
Thompson, Cobb, Bazilio & Associates, PC Auditor 48,532                     No N/A No No
Thomson West Online Computer Services 17,160                     
Verizon Local Telephone Service 14,669                     
Wells Fargo Copier Lease 6,512                       
Washington Metropolitan Area Transit Authority Staff Transit Benefit 20,720                     
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Exhibit M

Schedule of Trustee Activities Sponsored by
Service Providers 



SCHEDULE OF TRUSTEE ACTIVITIES
SPONSORED BY SERVICE PROVIDERS

(Required by D.C. Law 8-97, as submitted by Trustees)

   Mary Collins
Date Service Provider Activity Purpose of Activity

10/9/04 UBS Global et. al Reception Meet & Greet; Networking

10/10/04 Barclay Global Investors et.
al

Lunch Conference attendee networking

10/11/04 Chaldon Lunch Discussion of investment markets

10/11/04 Capital Guardian Reception Conference networking

10/12/04 Larzard et al Reception Conference networking

10/12/04 Alliance Dinner Group investment discussion

10/14/04 AA Capital Partners Dinner Opal Financial conference follow-up

10/22/04 AFL-CIO Housing Trust Lunch Discussion of Bond market

11/10/04 Edgar Lomax Dinner meeting Update of performance and market

11/15/04 Milberg Weiss et. al Dinner meeting Security litigation issues

12/2/04 Delaware Investments Lunch Discussion on Fixed income

12/9/04 McKay Sheilds et. al New York Pension
Gathering

Celebrate the end of year

12/10/04 New York Bank Coffee Discussion on Hedge Funds

12/10/04 Janey Montgomery Lunch Discussion on Fixed income

7/10 -13/05 World Pension Forum Conference

7/19/05 Merrill Lynch Seminar Economic outlook

   Shireen Dodson
Date Service Provider Activity Purpose of Activity

5-21-05 World Pension Forum Conference Conference Activities



   Judith Marcus
Date Service Provider Activity Purpose of Activity

10/14/04 Opal Conference Inst. Capital
Investing Forum

Training; participated as Panelist 

10/14/04 AA Capital partners Dinner Discussion on private equity fund of funds 

10-26-04 Bank of Ireland Lunch Investment outlook update

11/10/04 Edgar Lomax Co. Lunch Discuss short and long term performance

01/09/05 ******* Inv. & others Dinner Discussion of investment opportunity in
China

01/10/05 AA Capital Partners,
Milberg Weiss & others

Dinner Discussion of various strategies

4/12/05 Various IMN Asset
Allocation Summit

Education/Training

4/13/05 Various IMN Asset
Allocation Summit

Education/Training

4/14/05 Various IMN Asset
Allocation Summit

Education/Training

5/23/05 Pimco Breakfast Seminar Hear presentation on fixed income market
outlook

6/08/05 Watson Wyatt  Dinner, Conference Hear views on market conditions, diverse
investment, risk budgeting

6/09/05 Watson Wyatt Client  Conference Hear views on market conditions, diverse
investment, risk budgeting

6/15/05 Wellington Co. Seminar & Lunch Hear research/opinion on market outlook

8/15-16/05 Various Commodity
Investment &
Forum

Education and training



    Joan Parrott-Fonseca
Date Service Provider Activity Purpose of Activity

2/23/05 NASP  Dinner Training

9/28/05 Bank of New York Dinner Networking with potential service providers

     George Suter
Date Service Provider Activity  Purpose of Activity

11/10/04 Edgar Lomax Co. Dinner meeting Discuss performance of investments

    William Simons
Date Service Provider Activity                          Purpose of Activity

11/14/04 State Street Dinner Report on services provided

5/23/05 PIMCO Lunch PIMCO’S secular outlook

     Michael Warren
Date Service Provider Activity Purpose of Activity

6/8-9/05 Watson Wyatt Conference Global Asset Study
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MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)  
(Amounts expressed in thousands) 

 
This discussion and analysis provides an overview of the financial activities of the District of 
Columbia Police Officers and Fire Fighters’ Retirement Fund (the “Fund”) as of and for the 
fiscal year ended September 30, 2005.  This discussion and analysis should be read in 
conjunction with the statements, notes, and supplementary information. 
 
The District of Columbia Retirement Board (the “Board”) is an independent agency of the 
District of Columbia government.  The Board is responsible for managing the assets of the Fund 
and of the District of Columbia Teachers’ Retirement Fund. As authorized by DC Code, the 
Board commingles the assets of the two Funds for investment purposes.  The Board 
proportionately allocates the investment activity and the administrative expenses of the Board 
between the two Retirement Funds.  Other agencies of the District of Columbia government 
administered pension benefits through September 2005, and the related administrative expenses 
are borne by those agencies. 
 
Effective October 2005, the Board became responsible for administering the pension benefits, 
and the related administrative expenses are borne by the Board. 
 
Effective October 2005, the Board is under contract to the United States Department of the 
Treasury (the “U.S. Treasury”) to administer Police Officer and Fire Fighter pension benefits 
that are the financial responsibility of the Federal government.  The U.S. Treasury will reimburse 
the Board for relevant administrative expenses. 
 
The Board incurred certain expenses during fiscal year 2005 to prepare for administering District 
and Federal pension benefits.  The U.S. Treasury agreed to reimburse the Board for certain 
transition expenses. 
 
FINANCIAL HIGHLIGHTS 
 
The financial highlights are: 
 
$ Net Assets Held in Trust for Pension Benefits as of September 30, 2005 were $1,973,092. 
$ Net Assets Held in Trust for Pension Benefits increased during fiscal year 2005 by $354,066. 
$ The Net Investment Income for fiscal year 2005 was $235,515. 
$ The District of Columbia government contributed $112,100 to the Fund for fiscal year 2005, 

which satisfied its statutory obligation. 
$ The Fund’s share of administrative expenditures for fiscal year 2005 was $3,789. 
 
OVERVIEW OF THE FINANCIAL STATEMENTS AND SCHEDULES 
 
This discussion and analysis is an introduction to the basic financial statements and schedules.  
The basic financial statements include two statements, notes, and supplementary information. 
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Statements of Net Assets – present the assets, liabilities, and net assets held in trust for pension 
benefits as of the end of the current and prior fiscal year. 
 
Statements of Changes in Net Assets – present the additions to and deductions from the net 
assets during the current and prior fiscal years.  The statements present the major sources of 
additions and uses of deductions.  Over time, the net increase or decrease in net assets may serve 
as a useful indicator of whether the financial position of the Fund as a whole is improving or 
deteriorating. 
 
Notes to Financial Statements – present various disclosures to augment the two statements.  The 
notes present information about the creation and administration of the Fund, significant 
accounting policies, and investments. 
 
Supplementary Information – presents additional information about employer contributions, 
actuarial assumptions, additions and deductions for the last 10 fiscal years, and investments. 
 
FINANCIAL ANALYSIS 
 
The Fund had Net Assets Held in Trust for Pension Benefits as of September 30, 2005, of 
$1,973,092 which is an increase of $354,066 from the end of the prior fiscal year. 
 
Net Assets 
 
A summary of the Net Assets Held in Trust for Pension Benefits is below. 
 

2005 2004
Increase 

(Decrease) Percent

Investments, net of accrued interest
   receivable and liabilities 1,983,774$  1,625,495$  358,279$     22.04   %
Fixed Assets, NBV 86                -                  86                100.00 %
Contributions receivable 937              1,564           (627)            40.00   %
Due to District (2,555)          (433)            (2,122)         490.00 %
Due to Federal Government (9,150)          (7,600)         (1,550)         20.49   %
Net Assets 1,973,092$  1,619,026$  354,066$     21.87   %
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Changes in Net Assets 
 
The net assets increased during fiscal year 2005 by $354,066.  The increase primarily resulted 
from net investment income.  A summary of the change is below. 
 

2005 2004
Increase 

(Decrease) Percent

Employee contributions 23,804$       20,847$       2,957$         14.18   %
Employer contributions 112,100       96,700         15,400         15.93   %
Net investment income 235,515       165,374       70,141         42.41   %
Total Additions 371,419       282,921       88,498         23.83   %

Benefit payments 13,564         7,903           5,661           71.63   %
Administrative expenses 3,789           1,537           2,252           146.52 %
Total Deductions 17,353         9,440           7,913           83.82   %

Net change in net assets 354,066$     273,481$     80,585$       29.46   %

 
The District of Columbia government made the required employer contribution in fiscal year 
2005 based on the funding formula contained in DC Code. 
 
The Fund pays for pension benefits earned since June 30, 1997. As a result, the pension benefit 
expense will be increasing.  The Fund also pays for increases in pension benefits that result from 
changes after June 30, 1997 in the provisions of the plan. 
 
The Total Fund returned 13.9% during 2005.  While it underperformed the Total Fund 
Benchmark by 50 basis points (13.9% versus 14.4%), the Total Fund outperformed the Board=s 
actuarial assumed rate of return of 7.25% by approximately 665 basis points.  The Total Fund=s 
underperformance relative to the Total Fund Benchmark for 2005 can be attributed primarily to 
an underweight allocation to alternatives, including both private equity and real estate (as 
discussed below), and underperformance by the domestic equity and private equity segments.  
However, active management within the international equity, fixed income, and real estate 
segments contributed positively to relative returns.  The international equity segment 
outperformed its benchmark, the MSCI EAFE Index, by 20 basis points (26.0% versus 25.8%), 
the fixed income segment outperformed its benchmark, the Lehman Brothers Aggregate Bond 
Index, by 180 basis points (4.6% versus 2.8%), and the real estate segment outperformed its 
benchmark, the NCREIF Classic Property Index, by 620 basis points (25.4% versus 19.2%). 
 
As of September 30, 2005, the Total Fund’s assets equaled $3.15 billion, an increase of 
approximately 20% from the total asset value at the end of 2004.  Over the long-term, the Total 
Fund has roughly matched the Total Fund Benchmark, with the Total Fund returning an 
annualized 8.8% for the 10-year period ended September 30, 2005, versus 8.9% for the Total 
Fund Benchmark.  The Total Fund has exceeded the Board=s actuarial assumed rate of return 
(7.25%) by approximately 160 basis points over this 10-year period. 
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Public equity markets continued to perform well during 2005, as world stock markets rallied for 
the third straight year.  The Russell 3000 Index, a broad-based U.S. equity index, rose 14.6% 
during the period.  Non-U.S. equity markets outperformed U.S. stocks for the fourth consecutive 
year, with the MSCI EAFE Index increasing 25.8% during the 12-month period ended 
September 30, 2005.  Private equity investments enjoyed strong performance for the second 
straight year, with the Cambridge Private Equity Index rising 37.9% for the 1-year period.  Fixed 
income was the worst performing asset class during 2005, with the Lehman Brothers Aggregate 
Bond Index returning 2.8%, as the Federal Reserve continued to raise short-term interest rates. 
 
During 2005, the Board requested its general investment consultant to update its asset/liability 
study that was conducted for the Board in 2003.  As a result, the Board=s asset allocation targets 
remain the same as established in 2003 and are as follows: 

 
U.S. Equities  40% 
Fixed Income  25% 
International Equities 20% 
Private Equity  10% 
Real Estate  5% 

 
As of September 30, 2005, all asset classes were within their respective target allocation ranges, 
with the exception of private equity and real estate.  Due to the difficulties involved in deploying 
large amounts of capital expeditiously in these two rather illiquid asset classes, it may take 
several years until the Board reaches full exposure to private equity and real estate.  Thus, U.S. 
public equities and fixed income will be used as proxies for exposure to private equity and real 
estate, respectively, until these strategies can be fully implemented.   
 
During 2005, the Board took important steps in moving toward its target private equity and real 
estate allocations.  The Board’s discretionary private equity advisor, was funded by the Board in 
November 2004 and has already made 21 investments, with commitments totaling more than $86 
million, in private equity partnerships.  The Board also signed an agreement during 2005 to 
monitor the Board’s legacy private equity portfolio, which had strong performance for the year 
(22.2%).  Regarding real estate, the Board selected three new real estate managers during 2005 
with two being funded during the fiscal year.  The third is expected to be funded in early 2006. 
 
The Board also reviewed the investment structure of its Non-U.S. equity segment during 2005.  
Following such review and the termination of one manager, the Board decided to change the 
investment mandate, and corresponding benchmark, for the other manager in order to gain 
additional exposure to both emerging markets and small cap international stocks.  In addition, the 
Board conducted two manager searches, one for an international growth manager and one for an 
international value manager, in order to complement the core international equity portfolio.  The 
Board selected and funded an international growth and international value manager during 2005. 
 
With the goal of increasing alpha in the Total Fund, the Board also selected two new managers 
within the domestic equity segment.  The Board conducted a search for a manager to implement 
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the Emerging Managers Program who was funded during 2005.  The Board also selected a firm 
to manage an enhanced index portfolio, which should be funded in early 2006. 
 
ADDITIONAL INFORMATION 
 
These financial statements present the finances of the Fund in accordance with generally 
accepted accounting principles.  Questions about these financial statements or other inquiries 
should be addressed to the Executive Director, District of Columbia Retirement Board, 900 7th 
Street, NW, 2nd Floor, Washington, DC 20001. 



DISTRICT OF COLUMBIA 
POLICE OFFICERS AND FIRE FIGHTERS’ RETIREMENT FUND 

STATEMENTS OF NET ASSETS 
SEPTEMBER 30, 2005 and 2004 

($000s) 

The accompanying notes are an integral part of these financial statements. 
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2005 2004

ASSETS

Equity in pooled investments under Master Trust Agreement, 
   at fair value (Note 4) 2,203,772$    1,821,301$    
Accrued interest receivable 5,848             4,908             
Benefit contributions receivable 937                1,564             
Fixed assets, net book value 86                  -                     

Total assets 2,210,643      1,827,773      

LIABILITIES

Liabilities under securities lending agreements 224,265         199,633         
Accounts payable - investment expenses 1,581             1,081             
Due to Federal Government 9,150             7,600             
Due to District of Columbia Government 2,555             433                

Total liabilities 237,551         208,747         

Net Assets Held in Trust for Pension Benefits 1,973,092$    1,619,026$    
 

 



DISTRICT OF COLUMBIA 
POLICE OFFICERS AND FIRE FIGHTERS’ RETIREMENT FUND 

STATEMENTS OF CHANGES IN NET ASSETS 
YEARS ENDED SEPTEMBER 30, 2005 and 2004 

($000s) 

The accompanying notes are an integral part of these financial statements. 
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2005 2004

Additions
Contributions:

District government  $       112,100  $         96,700 
District employees             23,804             20,847 
Total contributions           135,904           117,547 

Investment income:
Net appreciation in fair value of investments           182,608           129,427 
Interest and dividends             63,686             41,696 

          246,294           171,123 
Less:
Investment expenses               5,472               4,066 
Interest expense on securities lending transactions               5,307               1,683 

Net investment income           235,515           165,374 
Total additions           371,419           282,921 

Deductions
Benefit payments             13,564               7,903 
Administrative expenses               3,789               1,537 

Total deductions             17,353               9,440 
Net Increase in Net Assets           354,066           273,481 
Net Assets Held in Trust for Pension Benefits
Beginning of year        1,619,026        1,345,545 
End of year $    1,973,092  $    1,619,026 

 



DISTRICT OF COLUMBIA 
POLICE OFFICERS AND FIRE FIGHTERS’ RETIREMENT FUND 

NOTES TO FINANCIAL STATEMENTS  
YEARS ENDED SEPTEMBER 30, 2005 and 2004 
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NOTE 1: ORGANIZATION 
 

The District of Columbia Police Officers and Fire Fighters’ Retirement Fund (the 
Fund) was established in 1979 by the District of Columbia Retirement Reform 
Act (the Reform Act, Pub. L. 96-122, D. C. Code § 1-701 et seq.).  The Fund 
provides assets to pay pension benefits to police officers and fire fighters of the 
District of Columbia Government.  The Reform Act also established the District 
of Columbia Retirement Board (the Board) and the District of Columbia 
Teachers’ Retirement Fund (the Teachers’ Fund).  
 
The National Capital Revitalization and Self-Government Improvement Act of 
1997 (the Revitalization Act, Title XI of the Balanced Budget Act of 1997, Pub. 
L. 105-33) transferred significant assets and liabilities of the Fund and the 
Teachers’ Retirement Fund (collectively, the District Retirement Funds) to the 
Federal Government.  
 
Concurrently, the District of Columbia Retirement Protection Act of 1997 (the 
Retirement Protection Act, Subtitle A of the Revitalization Act) transferred to the 
Federal Government the liability for retirement benefits for employee service 
credit earned prior to July 1, 1997, by participants of the District Retirement 
Funds.  The assets transferred to the Federal Government and the assets of the 
Fund managed by the Retirement Board are components of the same single 
employer defined benefit pension plan. 
 
As required by the Retirement Protection Act, the Council of the District of 
Columbia (the Council) enacted the Police Officers, Fire Fighters, and Teachers 
Retirement Benefit Replacement Plan Act of 1998 (September 18, 1998, D.C. 
Law 12-152, § 101, 45 DCR 4045; D.C. Code § 1-901.01 et seq.).  This Act (the 
Replacement Act) established the pension benefits for employee service earned 
after June 30, 1997, and provides for full funding of the benefits on an actuarially 
sound basis. 
 
The Board is an independent agency of the District of Columbia Government (the 
District) that is responsible for managing the assets of the District Retirement 
Funds. Although the assets of the funds are commingled for investment purposes, 
each Fund’s assets may only be used for the payment of benefits to the 
participants of that Fund and certain administrative expenses. 
 
The Fund is included in the District’s Comprehensive Annual Financial Report as 
a pension trust fund. 
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NOTE 2: FUND ADMINISTRATION AND DESCRIPTION  
 

District of Columbia Retirement Board - The Board consists of 12 trustees, three 
appointed by the Mayor of the District, three appointed by the Council of the 
District, and six elected by the active and retired participants.  Included are one 
active and one retired representative each from the police officers, fire fighters, 
and teachers.  The six employee representatives are elected by their respective 
groups of active and retired employees.  In addition, the District’s Chief Financial 
Officer serves as a non-voting, ex-officio trustee. 
 
Since its inception, the Board has operated under a committee system which 
provides a two-tiered process for fiduciary review and analysis. In this manner, 
the Board, consistent with its fiduciary duties, thoroughly and comprehensively 
reviews all issues brought before it.  The Board has six standing committees, 
including Benefits, Emerging Enterprise, Fiduciary, Investment, Legislative, and 
Operations.  To implement its policies, the Board retains the executive director 
and other staff to be responsible for the day-to-day management of the District 
Retirement Funds. 
 
Other Administration - The District of Columbia Police Officers and Fire 
Fighters’ Retirement Relief Board makes findings of fact, conclusions of law, and 
decisions regarding retirement, survivor benefits, extent of disability, and annual 
medical and income reviews. The Board of Police and Fire Surgeons determines 
medical eligibility for disability retirement.  The Office of Pay and Retirement 
Services (OPRS) within the D. C. Office of Financial Operations and Systems, 
Office of the Chief Financial Officer, receives retirement orders for retirement 
benefit calculations for all active plan members found eligible for retirement and 
carries out the day-to-day processing of retirement benefits. OPRS also processes 
employee requests for refunds of contributions.  Effective in October 2005, the 
Board assumed the administrative functions performed by the OPRS. 
 
Eligibility - A participant becomes a member when he/she starts work as a police 
officer or fire fighter in the District. Police cadets are not eligible to join the Fund. 
 
Retirement and disability benefit provisions for District of Columbia police 
officers and fire fighters are established by the “Policemen and Firemen’s 
Retirement and Disability Act,” codified at D.C. Code § 5-701 et seq. (2001 Ed.). 
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NOTE 2: FUND ADMINISTRATION AND DESCRIPTION (Continued) 
 

Members Hired Before February 15, 1980 
 
Members are eligible for optional retirement with full benefits at any age with 20 
years of departmental service, or after age 55 with five years of departmental 
service.  The annual basic retirement benefit equals 2.5% of average pay, which is 
defined as the highest consecutive 12 months of departmental service, multiplied 
by departmental service up to 20 years, plus 3% of average pay multiplied by 
departmental service over 20 years, plus 2.5% of average pay multiplied by 
credited service, but not more than 80% of the average pay.  Members terminated 
after five years of police or fire service are entitled to a deferred pension 
beginning at age 55. Benefits are also provided to certain survivors of active, 
retired, or terminated vested members.  Retired members receive the per centum 
increase granted to active participants in the schedule rate to which the member 
would be entitled if in active service. 
 
Members with permanent, service-related disabilities who have less than 26 years 
and eight months of service receive two-thirds (2/3) of average pay.  Members 
with 26 years and eight months to 28 years of service receive 2.5% of average pay 
multiplied by service.  Members with more than 28 years of service receive 70% 
of average pay. 
 
Members with permanent, nonservice related disabilities who have 5 to 20 years 
of service receive 40% of average pay, 20 to 35 years of service receive 2% of 
average pay multiplied by service and more than 35 years of service receive 70% 
of average pay. 
 
Members Hired Between February 15, 1980 and November 10, 1996 
 
Members are eligible for optional retirement with full benefits at age 50 with at 
least 25 years of departmental service, or after 55 with five years of departmental 
service.  The annual basic retirement benefit equals 2.5% of average pay, which is 
defined as the highest consecutive 36 months of departmental service, multiplied 
by credited service up to 25 years, plus 3% of average pay multiplied by 
departmental service over 25 years, plus 2.5% of average pay multiplied by 
credited service, but not more than 80% of the average pay.  Members separated 
after five years of departmental service are entitled to a deferred pension 
beginning at age 55. 
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NOTE 2: FUND ADMINISTRATION AND DESCRIPTION (Continued) 

 
Members with permanent, service-related disabilities receive 70% of final pay 
multiplied by percentage of disability, with a minimum benefit of 40% of final 
pay. 
 
Members with permanent, nonservice related disabilities with more than 5 years 
of service receive 70% of final pay multiplied by percentage of disability, with a 
minimum benefit of 30% of final pay. 
 
Benefits are also provided to certain survivors of active, retired or terminated 
vested members. Members retired after February 15, 1980 receives annual benefit 
increases proportional to changes in the Consumer Price Index. 
 
Members Hired on or After November 10, 1996 
 
Members are eligible for retirement at any age, with at least 25 years of 
departmental service or after age 55 with five years of departmental service.  The 
annual basic retirement benefit equals 2.5% of average pay, which is defined as 
the highest consecutive 36 months of departmental service, multiplied by credited 
service, but not more than 80% of the average pay.  Members separated after five 
years of departmental service are entitled to a deferred pension beginning at age 
55. Benefits are also provided to certain survivors of active, retired, or terminated 
vested members.  Members receive annual benefit increases proportional to 
changes in the Consumer Price Index, but not more than 3%. 
 
Members with permanent, service-related disabilities receive 70% of final pay 
multiplied by percentage of disability, with a minimum benefit of 40% of final 
pay. 
 
Members with permanent, nonservice related disabilities with more than five 
years of service receive 70% of final pay multiplied by percentage of disability, 
with a minimum benefit of 30% of final pay. 
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NOTE 2: FUND ADMINISTRATION AND DESCRIPTION (Continued) 
 
Participant Data 

 
For the years ended September 30, 2005 and 2004, the number of participating 
employees was as follows:  

2005 2004
Retirees and beneficiaries receiving benefits
    (post 6/30/97)               5,222                  979 
Active plan members                  903               5,186 
Vested Terminations                  238                    25 

             6,363               6,190 

Contributions 
 

Fund members contribute by salary deductions at rates established by D.C. Code 
§ 5-706 (2001 Ed.). Members contribute 7% (or 8% for Police Officers and Fire 
Fighters hired on or after November 10, 1996) of annual salary, including any 
differential for special assignment, but excluding overtime, longevity, holiday, or 
military pay. 
 
The District is required to contribute the remaining amounts necessary to finance 
the coverage of its employees through annual contributions at actuarially 
determined amounts in accordance with the provisions of the Replacement Act.  
The District contributions for fiscal years 2005 and 2004 equaled or exceeded the 
Fund’s independent actuary’s recommendation. 
 
Contribution requirements of Fund members are established by D.C. Code § 5-
706 and requirements for District of Columbia government contributions to the 
Fund are established at D.C. Code § 1-907.02 (2001 Ed.), which may be amended 
by the Council.  Administrative costs are financed through investment earnings. 

 
 
NOTE 3: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 

Basis of Accounting - The financial statements are prepared using the accrual 
basis of accounting where the measurement focus is on the flow of economic 
resources.  
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NOTE 3: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Employee contributions are recognized as compensation is earned by fund 
members.  Employer contributions to the Fund are recognized when due and the 
employer has made a formal commitment to provide the contributions.  Benefits 
and refunds are recognized when due and payable in accordance with the terms of 
the Fund.  
 
Method Used to Value Investments - Investments are reported at fair value, and 
reflect transaction costs, such as brokerage commissions and other costs normally 
incurred in a sale, if such costs are determinable.  Short-term investments are 
reported at cost, which approximates fair value.  Securities traded on a national or 
international exchange are valued at the last reported sales price at the current 
exchange rate.  Collateralized mortgage obligations are stated at fair value.  
 
The fair value of real estate investments is based on independent appraisals, when 
available, and the fair value of limited partnership interests in real estate 
investments is based on reported estimated fair values. Investments that do not 
have established market values are reported at estimated fair value.  
 
Actuarial Data - The Fund uses the Aggregate Actuarial Cost method to 
determine the annual employer contribution.  The excess of the actuarial present 
value of projected benefits of the group included in an actuarial valuation over the 
sum of the actuarial value of assets and the actuarial present value of employee 
contributions is allocated on a level basis over the earnings or service of the group 
between the valuation date and assumed exit date.  
 
This allocation is performed for the group as a whole, not as a sum of individual 
allocations.  That portion of the actuarial present value allocated to a valuation 
year is called the normal cost.  The actuarial accrued liability is equal to the 
actuarial value of assets. 
 
Use of Estimates - The preparation of financial statements in conformity with 
accounting principles generally accepted in the United States of America requires 
the Board to make estimates and assumptions that affect the reported amounts of 
assets, liabilities, additions and deductions to net assets held in trust for pension 
benefits and disclosure of contingent assets and liabilities at the date of the 
financial statements and during the reporting period.  Actual results could differ 
from those estimates. 
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NOTE 3: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Investment Expenses - The District of Columbia Appropriation Act authorized 
Fund earnings to be used for investment expenses incurred in managing the assets 
and administering the Fund.  The total investment expenses borne by the Fund 
was and $5,472 in 2005 and $4,066 in 2004, respectively.  
 
 

NOTE 4: INVESTMENTS  
 
The Board is authorized to manage and control the investment of the District 
Retirement Funds’ assets.  The Board broadly diversifies the investments of the 
District Retirement Funds so as to minimize the risk of large losses, unless under 
the circumstances it is clearly prudent not to do so, as required by D.C. Code § 1-
741(a)(2)(C), (2001 Ed.).  

 
The District Retirement Funds are authorized to be invested in a variety of 
investments including fixed income, equity securities and other types of 
investments.  As prescribed in D.C. Code § 1-907.01 (2001 Ed.), the Board shall 
not invest in debt instruments of the District, the Commonwealth of Virginia or 
State of Maryland governments, political subdivisions thereof, or any entity 
subject to control by them; debt instruments fully guaranteed by those 
governments; real property in those jurisdictions; or debt instruments secured by 
real property in those jurisdictions. 

 
Master Trust - The Board has pooled all of the assets under its management (the 
Investment Pool), as is authorized by D.C. Code § 1-903(b), (2001 Ed.), with a 
master custodian under a master trust arrangement (the Master Trust).  Using an 
investment pool, each Fund has equity in the pool. District and employee 
contributions are deposited to the respective Retirement Fund for which the 
contribution was made, and benefit payments and employee contribution refunds 
are withdrawn from the Fund in which the recipient participates. Investment 
performance and administrative expenditures are allocated between the two Funds 
based upon their proportionate equity in the pool.   
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NOTE 4: INVESTMENTS (Continued) 
 
The fair values of investments of the Investment Pool as of September 30, 2005 
and 2004 are as follows: 

 
2005 2004

Cash and cash equivalents  $       329,173  $       290,768 

Equities (of which $83 and $1,132 in 2004 
and 2003, respectively, is on securities loan 
with securities and other collateral)        2,126,761        1,737,706 
Fixed income securities (of which $16,600 
and $25,210 in 2004 and 2003, 
respectively, is on securities loan with 
securities and other collateral)           652,876           549,108 
Payable on investment transactions         (311,725)         (261,498)
Subtotal        2,797,085        2,316,084 

Equities           211,403           148,864 
Fixed income security           133,144           163,633 
Securities lending collective investment 
pool           354,912           321,697 
Subtotal           699,459           634,194 

Total $    3,496,544  $    2,950,278 

Investments held by Board’s agent in Board’s 
name:

Investments held by broker-dealer under 

 
At September 30, 2005, the Fund’s share of the Investment Pool was $2,209,620, 
including cash collateral of $224,265 and accrued interest receivable.  At 
September 30, 2004, the Fund’s share of the Investment Pool was $1,826,209, 
including cash collateral of $199,632 and accrued interest receivable. 
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NOTE 4: INVESTMENTS (Continued) 
 
Debt Instruments 
 
As of September 30, 2005, the Investment Pool held the following debt instruments: 
 

Investment Type Fair Value
% of 

Segment Duration Rating

U.S. Treasuries 142,294$       18.28% 5.83 AAA
U.S. Agencies 65,592           8.43% 5.00 AAA
Corporate Securities 117,018         15.04% 5.88 BBB+
Mortgage-Backed Securities 345,592         44.41% 3.64 AAA
Asset-Backed Securities 7,216             0.93% 2.36 A-
High Yield Securities 35,324           4.54% 3.77 BB-
Emerging Markets 29,310           3.77% 4.92 BB
Non-U.S. Securities 28,107           3.61% 5.47 AA+
Convertibles 1,423             0.18% 2.56 BB
Cash Equivalents 6,341             0.81% 5.98 AA+

Total 778,217$       100.00%

 
As of September 30, 2004, the Investment Pool held the following debt instruments: 
 

Investment Type Fair Value
% of 

Segment Duration Rating

U.S. Treasuries 154,160$       20.73% 4.84 AAA
U.S. Agencies 96,975           13.04% 5.07 AAA
Corporate Securities 114,951         15.46% 6.32 A
Mortgage-Backed Securities 184,157         24.76% 2.88 AAA
Asset-Backed Securities 7,857             1.06% 1.87 AA
High Yield Securities 21,458           2.89% 4.93 B
Emerging Markets 24,138           3.25% 3.98 BBB
Non-U.S. Securities 57,218           7.69% 4.38 AAA
Cash Equivalents 82,864           11.12% 0.66 AAA

Total 743,778$       100.00%
 

Interest Rate Risk - As a general rule, the Board’s fixed income managers must 
construct and actively manage a portfolio of fixed income and related securities 
that maintains a weighted average duration within +/-2 years of the duration of the 
fixed income benchmark. 
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NOTE 4: INVESTMENTS (Continued) 
 
Credit Quality Risk - Unless specifically authorized in writing by the Board, 
fixed income managers are permitted to invest in eligible long-term instruments 
rated investment grade (top four ratings) by a nationally recognized rating 
organization.  

 
Foreign Currency Risk - As a general policy, the Board’s managers with 
authority to invest in a portfolio consisting primarily of non-U.S. securities may 
structure optimal currency positions which minimize tracking error and enhance 
risk-adjusted returns relative to the benchmark. 

 
International investments historically have provided plan sponsors with 
significant risk-reducing diversification benefits because of low correlation of 
returns among international assets.  Holding international assets does, however, 
expose international portfolios to currency or exchange rate risk.  To reduce 
exposure to currency risk, investment managers may systematically hedge foreign 
currency positions back to U.S. dollars through the forward currency markets.  
Since the forward exchange rate is seldom equal to the spot exchange rate, 
forward hedging gains and losses arise. 
 
As of September 30, 2005, the Investment Pool held investments that are 
denominated in a currency other than the United States Dollar, as summarized 
below: 
 

Currency Cash Equities Fixed Income Total

Australian Dollar 80$               14,016$        -$                  14,096$        
Canadian Dollar 6                  11,838         -                   11,844          
Swiss Franc 3                  54,050         173               54,226          
Danish Krone -                  3,679           -                   3,679            
Euro 4,888           219,274       11,618         235,780        
Pound Sterling 238              89,008         483               89,729          
Hong Kong Dollar 118              29,681         -                   29,799          
Japanese Yen 325              151,809       -                   152,134        
South Korean Won -                  1,061           -                   1,061            
Norwegian Krone 4                  2,066           -                   2,070            
New Zeland Dollar 17                842              859               
Swedish Krona 3                  13,155         -                   13,158          
South African Rand -                  2,875           2,875            
Singapore Dollar 45                7,605           -                   7,650            
Thai Bhat 29                2,875           -                   2,904            

Total Foreign 5,756$          603,834$      12,274$        621,864$      

Asset Class
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NOTE 4: INVESTMENTS (Continued) 
 

As of September 30, 2004, the Investment Pool held investments that are 
denominated in a currency other than the United States Dollar, as summarized 
below: 
 

Currency Cash Equities Fixed Income Total

Australian Dollar 12$               9,790$          -$                  9,802$          
Canadian Dollar 1                  7,436           -                   7,437            
Swiss Franc 267              59,838         136               60,241          
Danish Krone -                  1,164           -                   1,164            
Euro 7,906           175,612       6,752            190,270        
Pound Sterling 471              108,202       15,799         124,472        
Hong Kong Dollar (14)              15,441         -                   15,427          
Japanese Yen 10                101,192       1,757            102,959        
South Korean Won 343              14,894         -                   15,237          
Norwegian Krone -                  3,018           -                   3,018            
Swedish Krona -                  8,847           -                   8,847            
Singapore Dollar 230              6,329           -                   6,559            

Total Foreign 9,226$           511,763$       24,444$         545,433$       

Asset Class

 
Securities Lending Transactions - District statutes and the Board’s policies 
permit the Retirement Funds to participate in securities lending transactions via a 
Securities Lending Authorization Agreement, which authorizes the master 
custodian to lend the Board’s securities to qualified broker-dealers and banks 
pursuant to a form of loan agreement.  
 
During 2005 and 2004, the master custodian, at the direction of the Board, lent the 
Retirement Funds’ equity and fixed income securities and received collateral in 
the form of cash (United States and foreign currency), securities issued or 
guaranteed by the United States government, the sovereign debt of Organization 
of Economic Cooperation and Development countries and irrevocable letters of 
credit issued by a bank insured by the FDIC. The collateral could not be pledged 
or sold unless the borrower defaulted on the loan. Borrowers delivered collateral 
for each loan equal to (i) at least 102% of the market value of the loaned securities 
if these securities were sovereign debt issued by a foreign government 
denominated in U.S. dollars or their primary trading market was located in the 
United States; or (ii) 105% of the market value of the loaned securities in the case 
of loaned securities not denominated in United States dollars or whose primary 
trading market was not located in the United States.  
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NOTE 4: INVESTMENTS (Continued) 
 
The Board and the borrowers maintained the right to terminate all securities 
lending transactions on demand. The cash collateral received on each loan was 
invested, together with the cash collateral of other qualified tax-exempt plan 
lenders, in a collective investment pool (the Quality Fund). 

 
Because the Quality Fund does not meet the requirements of Securities and 
Exchange Commission Rule 2a-7 of the Investment Company Act of 1940, the 
master custodian has valued the Fund’s investments at fair value for reporting 
purposes. 

 
The Quality Fund is not registered with the Securities and Exchange Commission. 
The master custodian, and consequently the investment vehicles it sponsors 
(including the Quality Fund), are subject to the oversight of the Federal Reserve 
Board and the Massachusetts Commissioner of Banks.  The fair value of the 
Funds’ position in the Quality Fund is not the same as the value of the Retirement 
Funds’ shares.  
 
There was no involuntary participation in an external investment pool by the 
Quality Fund and there was no income from one fund that was assigned to another 
fund by the master custodian during 2005 or 2004. 
 
During 2005 and 2004, the Board did not restrict the amount of the loans that the 
master custodian made on its behalf.  There were no failures by any borrowers to 
return loaned securities or pay distributions thereon and there were no losses 
resulting from a default of the borrowers or the master custodian during 2005 and 
2004.  
 
The Quality Fund invests qualified cash collateral from loans of U.S. and non-
U.S. equities, U.S. corporate fixed income securities, U.S. Government securities 
and sovereign debt.  Its average effective duration is restricted to 120 days or less. 
The average duration of the investment pool as of both September 30, 2005 and 
2004 was 404 days and 141 days, respectively.  The maximum remaining 
effective maturity of any instrument is two years. The average weighted maturity 
of the investment pool as of both September 30, 2005 and 2004 was 45 and 48 
days, respectively. Because the loans were terminable at will, their duration did 
not generally match the duration of the investments made with cash collateral.  
Investments are restricted to issuers with a short-term credit rating not lower than 
A1/P1, or long-term ratings not lower than A-/A3, or the equivalent thereof.  The 
Quality Fund may invest in other investment vehicles managed by the master 
custodian provided they conform to fund guidelines.  On September 30, 2005 and 
2004, the Board had no credit risk exposure to borrowers. The collateral held and 
the market value of securities on loan for the Board were $354,912 and $344,547,  
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NOTE 4: INVESTMENTS (Continued) 
 
respectively, as of September 30, 2005, and $338,832 and $329,180, respectively 
as of September 30, 2004. During 2005 and 2004, the Master Trust’s gross 
earnings from securities lending transactions totaled $2,485 and $3,712 
respectively.  The income (net of amortization and accretion), the net 
realized/unrealized gain attributable to discount and premium, and the net 
increase in net assets resulting from operations totaled $2,043, $459, and $2,503 
respectively, in 2005, and $3,066, $632, and $3,638 respectively, in 2004.  The 
Fund’s share of the net earnings on securities lending transactions totaled $572 
and $370 in 2005 and 2004, respectively.  
 
Derivative Investments - Derivatives are generally defined as contracts whose 
value depends on, or derives from, the value of an underlying asset, reference 
rate, or index.  Structured financial instruments are also defined as derivatives, 
such as mortgage-backed securities, asset-backed securities, and floating rate 
notes.  Derivative investments generally contain exposure to credit risk, market 
risk, and/or legal risk. Credit risk is the exposure to the default of another party to 
the transaction (counterparty), or to the creditworthiness of derivative securities, 
such as mortgage-backed, asset-backed, floating rate, and stripped securities. 
Market risk is the exposure to changes in the market, such as a change in interest 
rates, currency exchange rates, or a change in the price or principal value of a 
security.  The Board believes that all contracts entered into are legally permissible 
in accordance with the policy of the Board. 
 
During 2004 and 2003, the Retirement Funds, in accordance with the policy of the 
Board, invested in various derivative instruments either to increase potential 
earnings or to hedge against potential losses.  These derivatives included asset-
backed securities (ABS), collateralized mortgage-backed securities (CMOs), 
mortgage-backed pools and securities, floating rate notes, structured notes, 
stripped/zero coupon bonds, inflation index bonds, forward mortgage-backed 
security contracts (TBAs), foreign currency forward and futures contracts, equity 
index futures, bond futures, bond options, currency options, and warrants.  
 
The Retirement Funds used ABS, CMOs, mortgage-backed pools and securities, 
floating rate notes, structured notes, stripped/zero coupon bonds, and TBAs 
primarily to increase potential returns.  ABS and mortgage-backed pools and 
securities offer higher potential yields than comparable duration U.S. Treasury 
Notes with higher credit and market risks. CMOs also offer higher potential yields 
than comparable duration U.S. Treasury Notes, with higher market risks, although 
the market risks may be higher or lower than comparable mortgage-backed pools.  
Market risk for asset-backed and mortgage-backed pools and securities is  
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NOTE 4: INVESTMENTS (Continued) 
 
managed by monitoring the duration of the investments.  Credit risk is managed 
by monitoring credit ratings, the underlying collateral for each security and any 
related guarantee.  
 
Floating rate notes (securities which pay an interest rate tied to an index) are 
subject to market risk to the extent of the movement of the underlying index in 
relation to market rates.  A downward movement in the underlying index would 
negatively impact the interest income received on the security.  Upward 
movements in interest rates do not adversely affect floating rate notes as they do 
fixed rate notes, allowing floating rate notes to function as a hedge against upward 
changes in interest rates.  
 
The Retirement Funds invest in structured notes with step-up coupons that offer 
higher yields than comparable U.S. Treasury Notes in exchange for higher market 
and/or credit risks. Securities with step-up coupons pay interest according to a 
pre-set series of interest rates which start at one rate and then step-up to higher 
rates on specific dates.  The Retirement Funds also contain stripped/zero coupon 
bonds, which are purchased at a discount and do not pay any interest. 
 
TBAs are used by the Retirement Funds as an alternative to holding mortgage-
backed securities outright to raise the potential yield and to reduce transaction 
costs.  The TBAs used are assumed to be similar in duration and convexity to 
mortgage-backed securities with identical credit, coupon and maturity features. 
Credit risk is managed by limiting these transactions to primary dealers.  Market 
risk for this type of security is not significantly different from the market risk for 
mortgage-backed securities.  
 
Foreign currency forward and futures contracts and foreign currency options are 
used by the Retirement Funds for defensive purposes.  These contracts hedge a 
portion of the Retirement Funds’ exposure to particular currencies on occasion 
when significant adverse short-term movement in exchange rate levels are 
expected. Foreign currency forward and futures contracts can pose market risk 
when the maximum potential loss on a particular contract is greater than the value 
of the underlying investment. Market risks arise due to movements in the foreign 
exchange rates underlying the contracts used by the Retirement Funds.  Credit 
risk is managed by limiting transactions to counterparties with short-term credit 
ratings of Al or Pl or by trading on organized exchanges.  Market risk for 
currency options is limited to the purchase cost. Credit risk is managed by 
limiting transactions to counterparties with investment grade ratings or by trading 
on organized exchanges. 
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NOTE 4: INVESTMENTS (Continued) 
 
Equity index futures were used in at least one of the commingled funds used by 
the Retirement Funds in order to gain exposure to U.S. equity markets in a more 
efficient and liquid manner than directly investing in all of the underlying equity 
securities.  Equity index futures can pose market risk when the maximum 
potential loss on a particular contract is greater than the value of the underlying 
investment.  Market risks arise due to movements in the equities markets 
underlying the contracts used by the Retirement Funds.  Credit risk is managed by 
dealing with the futures exchanges.  
 
Exchange-traded and over-the-counter bond futures and options are used by the 
Retirement Funds to gain exposure to fixed income markets in a more efficient 
and liquid manner than by purchasing the underlying bonds.  Market risk for these 
options is limited to purchase cost.  Credit risk is managed by limiting 
transactions to counterparties with investment grade ratings or by trading on 
organized exchanges.  
 
Warrants are used by the Retirement Funds to gain equity exposure and to 
enhance performance.  Warrants are often distributed by issuers to holdings of 
common stock and bonds, and are held for the same fundamental reasons as the 
original common stock and/or bond holdings.  Market risk is limited to the 
purchase cost.  Credit risk is similar to the underlying equity and/or bond 
holdings. 
 
The Retirement Funds also holds derivative instruments indirectly by 
participating in pooled, commingled, or short-term funds that hold derivatives.  
Information regarding any risks associated with these holdings is not generally 
available.  
 
The proportion of derivative investment in the Retirement Funds varies 
throughout the year.  Further information regarding balances throughout the year 
is not available. 
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NOTE 4: INVESTMENTS (Continued) 
 
The Fund’s aggregate portfolio included the following derivative investments, at 
fair value, at September 30, 2005 and 2004: 
 

2005 2004

Mortgage-backed security pools and securities  $       338,201  $         45,429 
Collateralized mortgage obligations             45,742             15,495 
Asset-backed securities               1,635             21,089 
Mortgage-backed securities forward contracts             60,356           178,245 
Inflation index bonds             17,284             40,740 
Structured notes (including stripped securities)                      -               3,976 
Foreign currency futures/forward contracts, net               5,464                  565 
Interest rate swaps             (1,076)                  (19)
Options                    43             (2,941)

Total $       467,649  $       302,579 
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Annual
Required Percentage

Fiscal Year  Contribution Contributed
2005  $       112,100 100%
2004  $         96,700 100%
2003  $         68,900 100%
2002  $         62,800 119%
2001  $         49,000 100%
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The information presented in the required supplementary schedules was determined as part of 
the actuarial valuations at the dates indicated.  Additional information as of the latest actuarial 
valuation follows.  
 

September 30, 2005
Valuation date October 1, 2003
Actuarial cost method Aggregate
Amortization method Not applicable
Remaining amortization period Not applicable
Asset valuation method Market value
Actuarial assumptions:
    Investment rate of return 7.25%
    Projected salary increases 5%
    Includes inflation at 5%
    Cost-of-living adjustments (COLAs) 5%
(1) Post-1996 hires have COLAs capped at 3.00%

The aggregate actuarial cost method does not identify or separately amortize unfunded actuarial 
liabilities. 
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REVENUE BY SOURCE 

 

Fiscal 
Year

Employee 
Contributions

Employer 
Contributions

Interest and 
Dividends

Net 
Appreciation 

(Depreciation) 
in Fair Value 

of Investments

Investment,  
Interest and 

Administrative 
Expenses Total

2005 23,804$         112,100$       65,368$         182,608$         (16,250)$         367,630$       
2004 20,847           96,700           41,696           129,427           (7,286)             281,384         
2003 19,867           68,900           33,247           151,584           (5,542)             268,056         
2002 19,390           74,600           35,226           (129,669)          (6,566)             (7,019)            
2001 16,832           49,000           44,214           (182,944)          (9,454)             (82,352)          
2000 16,285           39,900           39,243           110,614           (8,937)             197,105         
1999 15,736           35,100           29,765           84,694             (6,819)             158,476         
1998 14,953           47,700           29,756           (13,806)            (5,399)             73,204           
1997 13,796           226,700         96,368           510,240           (20,618)           826,486         
1996 13,005           220,000         81,108           159,723           (6,304)             467,532         

 
 

EXPENSES BY TYPE 
 

Fiscal
Year Benefits Refunds Total
2005 9,580$           3,984$           13,564$         
2004 7,903             -                     7,903             
2003 6,091             -                     6,091             
2002 3,222             -                     3,222             
2001 2,838             -                     2,838             
2000 2,200             -                     2,200             
1999 1,600             -                     1,600             
1998 400                75                  475                
1997 240,836         162                240,998         
1996 213,945         101                214,046         

 
Note: Contributions were made in accordance with actuarially determined contribution requirements.  
 
The Revitalization Act of 1997 made significant changes to the administration of the Fund.  
Therefore, comparisons of pre-Revitalization Act information to post-Revitalization Act 
information may not be meaningful. 
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At September 30, 2004, the Fund’s investments were maintained under a master trust agreement 
along with assets of the District of Columbia Teachers’ Retirement Fund.  A schedule of 
investments held under the master trust agreement at September 30, 2004, is available for 
inspection at the offices of the District of Columbia Retirement Board, 900 7th Street, NW, 2nd 
Floor, Washington, DC 20001. 
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Each transaction with State Street Bank and Trust Company as disclosed in this schedule 
represents a “reportable transaction” as that term is defined by D.C. Code § 1-903.06(b)(3), 
(2001 Ed.).  
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MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)  
(Amounts expressed in thousands) 

 
This discussion and analysis provides an overview of the financial activities of the District of 
Columbia Teachers’ Retirement Fund (the “Fund”) as of and for the fiscal year ended September 
30, 2005.  This discussion and analysis should be read in conjunction with the statements, notes, 
and supplementary information. 
 
The District of Columbia Retirement Board (the “Board”) is an independent agency of the 
District of Columbia government.  The Board is responsible for managing the assets of the Fund 
and of the District of Columbia Police Officers and Fire Fighters’ Retirement Fund. As 
authorized by DC Code, the Board commingles the assets of the two Funds for investment 
purposes.  The Board proportionately allocates the investment activity and the administrative 
expenses of the Board between the two Retirement Funds.  Other agencies of the District of 
Columbia government administered pension benefits through September 2005, and the related 
administrative expenses are borne by those agencies. 
 
Effective October 2005, the Board became responsible for administering the pension benefits, 
and the related administrative expenses are borne by the Board 
 
Effective October 2005, the Board is under contract to the United States Department of the 
Treasury (the “U.S. Treasury”) to administer Teacher pension benefits that are the financial 
responsibility of the Federal government.  The U.S. Treasury will reimburse the Board for 
relevant administrative expenses. 
 
The Board incurred certain expenses during fiscal year 2005 to prepare for administering District 
and Federal pension benefits.  The U.S. Treasury agreed to reimburse the Board for certain 
transition expenses. 
 
FINANCIAL HIGHLIGHTS 
 
The financial highlights are: 
 
$ Net Assets Held in Trust for Pension Benefits as of September 30, 2005 were $1,142,521. 
$ Net Assets Held in Trust for Pension Benefits increased during fiscal year 2005 by $148,232. 
$ The Net Investment Income for fiscal year 2005 was $137,333. 
$ The District of Columbia government contributed $9,200 to the Fund for fiscal year 2005, 

which satisfied its statutory obligation. 
$ The Fund’s share of administrative expenditures for fiscal year 2005 was $2,210. 
 
OVERVIEW OF THE FINANCIAL STATEMENTS AND SCHEDULES 
 
This discussion and analysis is an introduction to the basic financial statements and schedules.  
The basic financial statements include two statements, notes, and supplementary information. 
 
Statements of Net Assets – present the assets, liabilities, and net assets held in trust for pension 
benefits as of the end of the current and prior fiscal year. 
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Statements of Changes in Net Assets – present the additions to and deductions from the net 
assets during the current and prior fiscal years.  The statements present the major sources of 
additions and uses of deductions.  Over time, the net increase or decrease in net assets may serve 
as a useful indicator of whether the financial position of the Fund as a whole is improving or 
deteriorating. 
 
Notes to Financial Statements – present various disclosures to augment the two statements.  The 
notes present information about the creation and administration of the Fund, significant 
accounting policies, and investments. 
 
Supplementary Information – presents additional information about employer contributions, 
actuarial assumptions, additions and deductions for the last 10 fiscal years, and investments. 
 
FINANCIAL ANALYSIS 
 
The Fund had Net Assets Held in Trust for Pension Benefits as of September 30, 2005, of 
$1,142,521, which is an increase of $148,232 from the end of the prior fiscal year. 
 
Net Assets 
 
A summary of the Net Assets Held in Trust for Pension Benefits is below. 

Increase
2005 2004 (Decrease) Percent

Investments, net of accrued 
interest receivable and liabilities 1,155,378$    1,001,340$    154,038$       15.38    %

Contributions receivable 945                1,816             (871)               47.96    %
Due from (to) District (1,488)            (267)               (1,221)            457.30  %
Due to Federal Government (12,314)          (8,600)            (3,714)            43.19    %
Net Assets 1,142,521$    994,289$       148,232$       14.91    %
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Changes in Net Assets 
 
The net assets increased during fiscal year 2005 by $148,232.  The increase primarily resulted 
from net investment income. A summary of the change is below. 
 

Increase
2005 2004 (Decrease) Percent

Employer contributions 9,200$           -$                   9,200$           100.00  %
Employee contributions 24,778           26,283           (1,505)            5.73      %
Net investment income 137,333         102,890         34,443           33.48    %
Total Additions 171,311         129,173         42,138           32.62    %

Benefit payments 20,869           8,600             12,269           142.66  %
Administrative expenses 2,210             942                1,268             134.61  %
Total Deductions 23,079           9,542             13,537           141.87  %
Net change in net assets 148,232$       119,631$       28,601$         23.91    %

 
The Fund pays for pension benefits earned since June 30, 1997.  As a result, the pension benefit 
expense will be increasing.  The Fund also pays for increases in pension benefits that result from 
changes after June 30, 1997 in the provisions of the plan. 
 
The Total Fund returned 13.9% during 2005.  While it underperformed the Total Fund 
Benchmark by 50 basis points (13.9% versus 14.4%), the Total Fund outperformed the Board=s 
actuarial assumed rate of return of 7.25% by approximately 665 basis points.  The Total Fund=s 
underperformance relative to the Total Fund Benchmark for 2005 can be attributed primarily to 
an underweight allocation to alternatives, including both private equity and real estate (as 
discussed below), and underperformance by the domestic equity and private equity segments.  
However, active management within the international equity, fixed income, and real estate 
segments contributed positively to relative returns.  The international equity segment 
outperformed its benchmark, the MSCI EAFE Index, by 20 basis points (26.0% versus 25.8%), 
the fixed income segment outperformed its benchmark, the Lehman Brothers Aggregate Bond 
Index, by 180 basis points (4.6% versus 2.8%), and the real estate segment outperformed its 
benchmark, the NCREIF Classic Property Index, by 620 basis points (25.4% versus 19.2%). 
 
As of September 30, 2005, the Total Fund’s assets equaled $3.15 billion, an increase of 
approximately 20% from the total asset value at the end of 2004.  Over the long-term, the Total 
Fund has roughly matched the Total Fund Benchmark, with the Total Fund returning an 
annualized 8.8% for the 10-year period ended September 30, 2005, versus 8.9% for the Total 
Fund Benchmark.  It should be noted that the Total Fund has exceeded the Board=s actuarial 
assumed rate of return (7.25%) by approximately 160 basis points over this 10-year period. 
 
Public equity markets continued to perform well during 2005, as world stock markets rallied for 
the third straight year.  The Russell 3000 Index, a broad-based U.S. equity index, rose 14.6% 
during the period.  Non-U.S. equity markets outperformed U.S. stocks for the fourth consecutive 
year, with the MSCI EAFE Index increasing 25.8% during the 12-month period ended 
September 30, 2005.  Private equity investments enjoyed strong performance for the second 
straight year, with the Cambridge Private Equity Index rising 37.9% for the 1-year period.  Fixed 
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income was the worst performing asset class during 2005, with the Lehman Brothers Aggregate 
Bond Index returning 2.8%, as the Federal Reserve continued to raise short-term interest rates. 
 
During 2005, the Board requested its general investment consultant to update its asset/liability 
study that was conducted for the Board in 2003.  As a result, the Board=s asset allocation targets 
remain the same as established in 2003 and are as follows: 
 

U.S. Equities  40% 
Fixed Income  25% 
International Equities 20% 
Private Equity  10% 
Real Estate  5% 

 
As of September 30, 2005, all asset classes were within their respective target allocation ranges, 
with the exception of private equity and real estate.  Due to the difficulties involved in deploying 
large amounts of capital expeditiously in these two rather illiquid asset classes, it may take 
several years until the Board reaches full exposure to private equity and real estate. Thus, U.S. 
public equities and fixed income will be used as proxies for exposure to private equity and real 
estate, respectively, until these strategies can be fully implemented.   
 
During 2005, the Board took important steps in moving toward its target private equity and real 
estate allocations.  The Board’s discretionary private equity advisor, was funded by the Board in 
November 2004 and has already made 21 investments, with commitments totaling more than $86 
million, in private equity partnerships.  The Board also signed an agreement during 2005 to 
monitor the Board’s legacy private equity portfolio, which had strong performance for the year 
(22.2%).  Regarding real estate, the Board selected three new real estate managers during 2005 
with two being funded during the fiscal year.  The third is expected to be funded in early 2006. 
 
The Board also reviewed the investment structure of its Non-U.S. equity segment during 2005.  
Following such review and the termination of one manager, the Board decided to change the 
investment mandate, and corresponding benchmark, for the other manager in order to gain 
additional exposure to both emerging markets and small cap international stocks.  In addition, the 
Board conducted two manager searches, one for an international growth manager and one for an 
international value manager, in order to complement the core international equity portfolio.  The 
Board selected and funded both an international growth and international value manager during 
fiscal year 2005. 
 
With the goal of increasing alpha in the Total Fund, the Board also selected two new managers 
within the domestic equity segment.  The Board conducted a search for a manager to implement 
the Emerging Managers Program, who was funded during 2005.  The Board also selected a firm 
to manage an enhanced index portfolio, which should be funded in early 2006. 
 
ADDITIONAL INFORMATION 
 
These financial statements present the finances of the Fund in accordance with generally 
accepted accounting principles.  Questions about these financial statements or other inquiries 
should be addressed to the Executive Director, District of Columbia Retirement Board, 900 7th 
Street, N.W., 2nd Floor, Washington, D.C. 20001. 
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2005 2004
ASSETS
Equity in pooled investments under Master Trust Agreement, 
at fair value (Note 4) 1,283,515$    1,121,057$    
Accrued interest receivable 3,409             3,012             
Benefit contributions receivable 945                1,816             
Fixed asset, net book value 50                  -                     

Total assets 1,287,919      1,125,885      

LIABILITIES
Liabilities under securities lending transactions 130,647         122,064         
Accounts Payable - investment expense 921                665                
Due to Federal Government 12,314           8,600             
Due to District of Columbia Government 1,488             267                
Due to Charter Schools 28                  -                     

Total liabilities 145,398         131,596         

Net Assets Held in Trust for Pension Benefits 1,142,521$    994,289$       

 
 



DISTRICT OF COLUMBIA TEACHERS’ RETIREMENT FUND 
STATEMENTS OF CHANGES IN NET ASSETS 

SEPTEMBER 30, 2005 and 2004 
($000s) 

 

The accompanying notes are not integral part of these statements. 
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2005 2004
Additions

Contributions:
District government  $           9,200  $                  - 
District employees             24,778             26,283 
Total contributions             33,978             26,283 

Investment income:
Net appreciation in fair value of investments           106,378             80,836 
Interest and dividends             37,254             25,580 

          143,632           106,416 
Less:
Investment expenses               3,204               2,492 
Interest expense on securities lending transactions               3,095               1,034 

Net investment income           137,333           102,890 
Total additions           171,311           129,173 

Deductions
Benefit payments             20,869               8,600 
Administrative expenses               2,210                  942 

Total deductions             23,079               9,542 
Net Increase in Net Assets           148,232           119,631 
Net Assets Held in Trust for Pension Benefits

Beginning of year           994,289           874,658 
End of year $    1,142,521  $       994,289 
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NOTE 1: ORGANIZATION 
 

The District of Columbia Teachers’ Retirement Fund (the Fund) was established 
in 1979 by the District of Columbia Retirement Reform Act (the Reform Act, 
Pub. L. 96-122, D. C. Code § 1-701 et seq.). The Fund provides assets to pay 
pension benefits to all teachers employed by the Board of Education, including 
certain other educational employees in the public day schools and certain eligible 
educational employees in the public charter schools of the District of Columbia. 
The Reform Act also established the District of Columbia Retirement Board (the 
Board) and the District of Columbia Police Officers and Fire Fighters’ Retirement 
Fund (the Police and Fire Fund).  
 
The National Capital Revitalization and Self-Government Improvement Act of 
1997 (the Revitalization Act, Title XI of the Balanced Budget Act of 1997, Pub. 
L. 105-33) transferred significant assets and liabilities of the Fund and the Police 
Officers and Fire Fighters’ Retirement Fund (collectively, the District Retirement 
Funds) to the Federal Government.  
 
Concurrently, the District of Columbia Retirement Protection Act of 1997 (the 
Retirement Protection Act, Subtitle A of the Revitalization Act) transferred to the 
Federal Government the liability for retirement benefits for employee service 
credit earned prior to July 1, 1997, by participants of the District Retirement 
Funds. The assets transferred to the Federal Government and the assets of the 
Fund managed by the Retirement Board are components of the same single 
employer defined benefit pension plan. 
 
As required by the Retirement Protection Act, the Council of the District of 
Columbia (the Council) enacted the Police Officers, Fire Fighters, and Teachers 
Retirement Benefit Replacement Plan Act of 1998 (September 18, 1998, D.C. 
Law 12-152, § 101, 45 DCR 4045; D.C. Code § 1-901.01 et seq.). This Act (the 
Replacement Act) established the pension benefits for employee service earned 
after June 30, 1997, and provides for full funding of the benefits on an actuarially 
sound basis.  
 
The Board is an independent agency of the District of Columbia Government (the 
District) that is responsible for managing the assets of the District Retirement 
Funds. Although the assets of the funds are commingled for investment purposes, 
each Fund’s assets may only be used for the payment of benefits to the 
participants of that Fund and certain administrative expenses. 
 
The Fund is included in the District’s Comprehensive Annual Financial Report as 
a pension trust fund. 
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NOTE 2: FUND ADMINISTRATION AND DESCRIPTION  
 

District of Columbia Retirement Board - The Board consists of 12 trustees, three 
appointed by the Mayor of the District, three appointed by the Council of the 
District, and six elected by the active and retired participants. Included are one 
active and one retired representative each from the police officers, fire fighters, 
and teachers. The six employee representatives are elected by their respective 
groups of active and retired employees.  In addition, the District’s Chief Financial 
Officer serves as a non-voting, ex-officio trustee. 
 
Since its inception, the Board has operated under a committee system which 
provides a two-tiered process for fiduciary review and analysis. In this manner, 
the Board, consistent with its fiduciary duties, thoroughly and comprehensively 
reviews all issues brought before it. The Board has six standing committees, 
including Benefits, Emerging Enterprise, Fiduciary, Investment, Legislative, and 
Operations.  To implement its policies, the Board retains the executive director 
and other staff to be responsible for the day-to-day management of the District 
Retirement Funds.  
 
Other Administration - The District Board of Education makes findings of fact, 
conclusions of law, and decisions regarding involuntary retirement, survivor 
benefits and annual medical and income reviews. The Office of Pay and 
Retirement Services (OPRS) within the D.C. Office of Financial Operations and 
Systems, Office of the Chief Financial Officer, receives retirement orders for 
retirement benefit calculations for all active plan members found eligible for 
retirement and carries out the day-to-day processing of retirement benefits. OPRS 
also processes employee requests for refunds of contributions.  Effective in 
October 2005, the Board assumed the administration functions performed by the 
OPRS. 
 
Eligibility - Permanent, temporary and probationary teachers and certain other 
employees of the District of Columbia public day schools become members 
automatically on their date of employment.  Certain D.C. Public Charter School 
employees are also eligible to be participants.  Substitute teachers and employees 
of the Department of School Attendance and Work Permits are not covered. 
 
Title 38, Chapter 20 of the D.C. Official Code (D.C. Code § 38-2001.01 et seq. 
(2001 Ed.)) establishes benefit provisions which may be amended by the Council. 
For employees hired before November 16, 1996, the annuity is equal to the 
average salary, as defined, multiplied by 1.5% for each of the first five years of 
service, 1.75% for each of the second five years and 2% for each additional year. 
For employees hired on or after November 16, 1996, the annuity is equal to the 
average salary, as defined, multiplied by 2% for each year of service. The annuity 
may be further increased by crediting unused sick leave as of the date of 
retirement. Participants receive an annual benefit increase proportional to changes 
in the Consumer Price Index; however, the increase may not exceed 3% for 
participants hired on or after November 16, 1996.  
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NOTE 2: FUND ADMINISTRATION AND DESCRIPTION (Continued) 
 
Participants may select from among several survivor options. Participants who 
have 5 years of school service (work for the District of Columbia public school 
system), and who become disabled and can no longer perform their jobs 
satisfactorily, may be eligible for disability retirement. Disability benefits are 
calculated under a guaranteed minimum formula.  
 
Optional retirement is available for teachers who have a minimum of 5 years of 
school service and who achieve the following age and length of service 
requirements:  
 
at age 62 with 5 years of service; 
at age 60 with 20 years of service; and 
at age 55 with 30 years of service;  
 
or at any age with 30 years of service, if hired by the school system on or after 
November 16, 1996.  
 
Employees who are involuntarily separated other than for cause and who have 
five years of school service, may be eligible for retirement at any age with 
25 years of service or at age 50 with 20 years of service.   
 
The annuity is reduced if at the time of its commencement the participant is under 
the age of 55. 
 
Participant Data - For the years ended September 30, 2005 and 2004 the number 
of participating employees was as follows: 
 

2005 2004
Retirees and beneficiaries receiving benefits 
(post 6/30/97)  $           1,639  $           1,795 
Active vested plan members               5,707               5,564 
Vested Terminants                  758                  191 
Total $           8,104  $           7,550 

 
Contributions - Fund members contribute by salary deductions at rates 
established by D.C. Code. Members contribute 7% (or 8% for teachers hired on or 
after November 16, 1996) of annual pay minus any pay received for summer 
school. Fund members may also contribute up to 10% of annual pay toward an 
annuity in addition to any vested pension. 
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NOTE 2: FUND ADMINISTRATION AND DESCRIPTION (Continued) 
 
The District is required to contribute the remaining amounts necessary to finance 
the coverage of its employees through annual contributions at actuarially 
determined amounts in accordance with the provisions of the Replacement Act. 
The District contributions for fiscal years 2005 and 2004 were equal to the Fund’s 
independent actuary’s recommendation. 
 
Contribution requirements of the Fund members are established at D.C. Code § 
38-2001.01 et seq. (2001 Ed.) and contribution requirements of the government of 
the District of Columbia are established at D.C. Code 1-907.02 (2001 Ed.). 
Contribution requirements may be amended by the Council. Administrative costs 
are financed through investment earnings. 

 
 
NOTE 3: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  

 
Basis of Accounting - The financial statements are prepared using the accrual 
basis of accounting. Employee contributions are recognized as compensation is 
earned by fund members.  
 
Employer contributions to the Fund are recognized when due and the employer 
has made a formal commitment to provide the contributions. Benefits and refunds 
are recognized when due and payable in accordance with the terms of the Fund.  
 
Method Used to Value Investments - Investments are reported at fair value, and 
reflect transaction costs, such as brokerage commissions and other costs normally 
incurred in a sale, if such costs are determinable. Short-term investments are 
reported at cost, which approximates fair value. Securities traded on a national or 
international exchange are valued at the last reported sales price at the current 
exchange rate. Collateralized mortgage obligations are stated at fair value. The 
fair value of real estate investments is based on independent appraisals, when 
available, and the fair value of limited partnership interests in real estate 
investments is based on reported estimated fair values. Investments that do not 
have established market values are reported at estimated fair value.  
 
Actuarial Data - The Fund uses the Aggregate Actuarial Cost method to 
determine the annual employer contribution. The excess of the actuarial present 
value of projected benefits of the group included in an actuarial valuation over the 
sum of the actuarial value of assets and the actuarial present value of employee 
contributions is allocated on a level basis over the earnings or service of the group 
between the valuation date and assumed exit date. This allocation is performed for 
the group as a whole, not as a sum of individual allocations. That portion of the 
actuarial present value allocated to a valuation year is called the normal cost. The 
actuarial accrued liability is equal to the actuarial value of assets.  
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NOTE 3: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Use of Estimates - The preparation of financial statements in conformity with 
accounting principles generally accepted in the United States of America requires 
the Board to make estimates and assumptions that affect the reported amounts of 
assets, liabilities, additions and deductions to net assets held in trust for pension 
benefits and disclosure of contingent assets and liabilities at the date of the 
financial statements and during the reporting period. Actual results could differ 
from those estimates. 
 
Investment Expenses - The District of Columbia Appropriation Act authorized 
Fund earnings to be used for investment expenses incurred in managing the assets 
and administering the Fund.  
 
The total investment expenses borne by the Fund was $3,204 and $2,492 in 2005 
and 2004, respectively.  
 
 

NOTE 4: INVESTMENTS 
 
The Board is authorized to manage and control the investment of the District 
Retirement Funds’ assets. The Board broadly diversifies the investments of the 
District Retirement Funds so as to minimize the risk of large losses, unless under 
the circumstances it is clearly prudent not to do so, as required by D.C. Code § 1-
741(a)(2)(C). The District Retirement Funds are authorized to be invested in a 
variety of investments including fixed income, equity securities and other types of 
investments. As prescribed in D.C. Code § 1-907.01 (2001 Ed.), the Board shall 
not invest in debt instruments of the District, the Commonwealth of Virginia or 
State of Maryland governments, political subdivisions thereof, or any entity 
subject to control by them; debt instruments fully guaranteed by those 
governments; real property in those jurisdictions; or debt instruments secured by 
real property in those jurisdictions. 
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NOTE 4: INVESTMENTS (Continued) 
 
Master Trust - The Board has pooled all of the assets under its management (the 
Investment Pool), as is authorized by D.C. Code § 1-903.03(b), (2001 Ed.), with a 
master custodian under a master trust arrangement (the Master Trust). Using an 
investment pool, each Fund has equity in the pool. District and employee 
contributions are deposited to the respective Retirement Fund for which the 
contribution was made, and benefit payments and employee contribution refunds 
are withdrawn from the Fund in which the recipient participates. Investment 
performance and administrative expenditures are allocated between the two Funds 
based upon their proportionate equity in the pool. The fair values of investments 
of the Investment Pool as of September 30, 2005 and 2004, are as follows: 
 

2005 2004
Investments held by Board’s agent in Board’s name 
Cash and cash equivalents  $     329,173  $     290,768 

Equities (of which $83 and $1,132 in 2005 and 
2004, respectively, is on securities loan with 
securities and other collateral)      2,126,761      1,737,706 
Fixed income securities (of which $16,600 and 
$25,210 in 2005 and 2004, respectively, is on 
securities loan with securities and other collateral)         652,876         549,108 
Payable on investment transactions       (311,725)       (261,498)
Subtotal      2,797,085      2,316,084 

Investments held by broker-dealer under securities 
loans with cash collateral:

Equities 211,403       148,864       
Fixed income security 133,144       163,633       
Securities lending collective investment pool 354,912       321,697       
Subtotal 699,459       634,194       
         Total 3,496,544$  2,950,278$  

At September 30, 2005, the Fund’s share of the Investment Pool was $1,286,924 
including cash collateral of $130,647 and accrued interest receivable. At 
September 30, 2004, the Fund’s share of the Investment Pool was $1,124,069, 
including cash collateral of $122,064 and accrued interest receivable. 
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NOTE 4: INVESTMENTS (Continued) 
 
Debt Instruments 
 
As of September 30, 2005, the Investment Pool held the following debt 
instruments: 
 

Investment Type Fair Value
% of 

Segment Duration Rating

U.S. Treasuries 142,294$   18.28% 5.83         AAA
U.S. Agencies 65,592       8.43% 5.00         AAA
Corporate Securities 117,018     15.04% 5.88         BBB+
Mortgage-Backed Securities 345,592     44.41% 3.64         AAA
Asset-Backed Securities 7,216         0.93% 2.35         A
High Yield Securities 35,324       4.54% 3.77         BB-
Emerging Markets 29,310       3.77% 4.92         BB
Non-U.S. Securities 28,107       3.61% 5.47         AA+
Convertibles 1,423         0.18% 2.56         BB
Cash Equivalents 6,341         0.81% 5.98         AA+

Total 778,217$   100.00%

 
As of September 30, 2004, the Investment Pool held the following debt 
instruments: 

Investment Type Fair Value
% of 

Segment Duration Rating

U.S. Treasuries 154,160$   20.73% 4.84         AAA
U.S. Agencies 96,975       13.04% 5.07         AAA
Corporate Securities 114,951     15.46% 6.32         A
Mortgage-Backed Securities 184,157     24.76% 2.88         AAA
Asset-Backed Securities 7,857         1.06% 1.87         AA
High Yield Securities 21,458       2.89% 4.93         B
Emerging Markets 24,138       3.25% 3.98         BBB
Non-U.S. Securities 57,218       7.69% 4.38         AAA
Cash Equivalents 82,864       11.12% 0.66         AAA

Total 743,778$   100.00%

 
Interest Rate Risk - As a general rule, the Board’s fixed income managers must 
construct and actively manage a portfolio of fixed income and related securities 
that maintains a weighted average duration within +/-2 years of the duration of the 
fixed income benchmark. 
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NOTE 4: INVESTMENTS (Continued) 
 
Credit Quality Risk - Unless specifically authorized in writing by the Board, 
fixed income managers are permitted to invest in eligible long-term instruments 
rated investment grade (top four ratings) by a nationally recognized rating 
organization.    
 
Foreign Currency Risk - As a general policy, the Board managers with authority 
to invest in a portfolio consisting primarily of non-U.S. securities may structure 
optimal currency positions which minimize tracking error and enhance risk-
adjusted returns relative to the benchmark. 
 
International investments historically have provided plan sponsors with 
significant risk-reducing diversification benefits because of low correlation of 
returns among international assets.  Holding international assets does, however, 
expose international portfolios to currency or exchange rate risk.  To reduce 
exposure to currency risk, investment managers may systematically hedge foreign 
currency positions back to U.S. dollars through the forward currency markets.  
Since the forward exchange rate is seldom equal to the spot exchange rate, 
forward hedging gains and losses arise. 
 
As of September 30, 2005, the Investment Pool held investments that are 
denominated in a currency other than the United States Dollar, as summarized 
below: 
 

Currency Cash Equities Fixed Income Total

Australian Dollar 80$                14,016$         -$                   14,096$         
Canadian Dollar 6                    11,838           -                     11,844           
Swiss Franc 3                    54,050           173                54,226           
Danish Krone -                     3,679             -                     3,679             
Euro 4,888             219,274         11,618           235,780         
Pound Sterling 238                89,008           483                89,729           
Hong Kong Dollar 118                29,681           -                     29,799           
Japanese Yen 325                151,809         -                     152,134         
South Korean Won -                     1,061             -                     1,061             
Norwegian Krone 4                    2,066             -                     2,070             
New Zeland Dollar 17                  842                -                     859                
Swedish Krona 3                    13,155           -                     13,158           
South African Rand -                     2,875             -                     2,875             
Singapore Dollar 45                  7,605             -                     7,650             
Thai Bhaf 29                  2,875             -                     2,904             

       Total Foreign 5,756$          603,834$      12,274$         621,864$      

Asset Class
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NOTE 4: INVESTMENTS (Continued) 
 

As of September 30, 2004, the Investment Pool held investments that are 
denominated in a currency other than the United States Dollar, as summarized 
below: 
 

Currency Cash Equities Fixed Income Total

Australian Dollar 12$                9,790$           -$                   9,802$           
Canadian Dollar 1                    7,436             -                     7,437             
Swiss Franc 267                59,838           136                60,241           
Danish Krone -                     1,164             -                     1,164             
Euro 7,906             175,612         6,752             190,270         
Pound Sterling 471                108,202         15,799           124,472         
Hong Kong Dollar (14)                 15,441           -                     15,427           
Japanese Yen 10                  101,192         1,757             102,959         
South Korean Won 343                14,894           -                     15,237           
Norwegian Krone -                     3,018             -                     3,018             
Swedish Krona -                     8,847             -                     8,847             
Singapore Dollar 230                6,329             -                     6,559             

       Total Foreign 9,226$          511,763$      24,444$         545,433$      

Asset Class

 
Securities Lending Transactions - District statutes and the Board’s policies 
permit the District Retirement Funds to participate in securities lending 
transactions via a Securities Lending Authorization Agreement, which authorizes 
the master custodian to lend the Board’s securities to qualified broker-dealers and 
banks pursuant to a form of loan agreement. 
 
During 2005 and 2004, the master custodian, at the direction of the Board, lent the 
District Retirement Funds’ equity and fixed income securities and received 
collateral in the form of cash (United States and foreign currency), securities 
issued or guaranteed by the United States government, the sovereign debt of 
Organization of Economic Cooperation and Development countries and 
irrevocable letters of credit issued by a bank insured by the FDIC. The collateral 
could not be pledged or sold unless the borrower defaulted on the loan. Borrowers 
delivered collateral for each loan equal to (i) at least 102% of the market value of 
the loaned securities if these securities were sovereign debt issued by a foreign 
government denominated in U.S. dollars or their primary trading market was 
located in the United States; or (ii) 105% of the market value of the loaned 
securities in the case of loaned securities not denominated in United States dollars 
or whose primary trading market was not located in the United States. 
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NOTE 4: INVESTMENTS (Continued) 
 

The Board and the borrowers maintained the right to terminate all securities 
lending transactions on demand. The cash collateral received on each loan was 
invested, together with the cash collateral of other qualified tax-exempt plan 
lenders, in a collective investment pool (the Quality Fund). Because the Quality 
Fund does not meet the requirements of Securities and Exchange Commission 
Rule 2a-7 of the Investment Company Act of 1940, the master custodian has 
valued the Fund’s investments at fair value for reporting purposes.  
 
The Quality Fund is not registered with the Securities and Exchange Commission. 
The master custodian, and consequently the investment vehicles it sponsors 
(including the Quality Fund), are subject to the oversight of the Federal Reserve 
Board and the Massachusetts Commissioner of Banks. The fair value of the 
Fund’s position in the Quality Fund is not the same as the value of the Retirement 
Funds’ shares.  
 
There was no involuntary participation in an external investment pool by the 
Quality Fund and there was no income from one fund that was assigned to another 
fund by the master custodian during 2005 or 2004. 

 
During 2005 and 2004, the Board did not restrict the amount of the loans that the 
master custodian made on its behalf. There were no failures by any borrowers to 
return loaned securities or pay distributions thereon and there were no losses 
resulting from a default of the borrowers or the master custodian during 2005 and 
2004. 
 
The Quality Fund invests qualified cash collateral from loans of U.S. and non-
U.S. equities, U.S. corporate fixed income securities, U.S. Government securities 
and sovereign debt.  Its average effective duration is restricted to 120 days or less.  
The average duration of the investment pool as of both September 30, 2005 and 
2004 was 404 days and 141 days, respectively.  The maximum remaining 
effective maturity of any instrument is two years.  The average weighted maturity 
of the investment pool as of both September 30, 2005 and 2004 was 45 and 48 
days, respectively. Because the loans were terminable at will, their duration did 
not generally match the duration of the investments made with cash collateral 
Investments are restricted to issuers with a short-term credit rating not lower than 
A1/P1, or long-term ratings not lower than A-/A3, or the equivalent thereof.  The 
Quality Fund may invest in other investment vehicles managed by the master 
custodian provided they conform to fund guidelines.  On September 30, 2005 and 
2004, the Board had no credit risk exposure to borrowers. The collateral held and 
the market value of securities on loan for the Board were $354,912 and $344,547, 
respectively, as of September 30, 2005, and $338,832 and $329,180, respectively 
as of September 30, 2004.  During 2005 and 2004, the Master Trust’s gross 
earnings from securities lending transactions totaled $2,485 and $3,712, 
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NOTE 4: INVESTMENTS (Continued) 
 
respectively. The income (net of amortization and accretion), the net 
realized/unrealized gain attributable to discount and premium, and the net 
increase in net assets resulting from operations totaled $2,043, $459, and $2,503, 
respectively, in 2005, and $3,066, $632, and $3,638 respectively, in 2004. The 
Fund’s share of the net earnings on securities lending transactions totaled $333 
and $228 in 2005 and 2004, respectively.  
 
Derivative Investments - Derivatives are generally defined as contracts whose 
value depends on, or derives from, the value of an underlying asset, reference 
rate, or index. Structured financial instruments are also defined as derivatives, 
such as mortgage-backed securities, asset-backed securities, and floating rate 
notes. Derivative investments generally contain exposure to credit risk, market 
risk, and/or legal risk.  Credit risk is the exposure to the default of another party to 
the transaction (counterparty), or to the creditworthiness of derivative securities, 
such as mortgage-backed, asset-backed, floating rate, and stripped securities. 
Market risk is the exposure to changes in the market, such as a change in interest 
rates, currency exchange rates, or a change in the price or principal value of a 
security. The Board believes that all contracts entered into are legally permissible 
in accordance with the policy of the Board. 
 
During 2005 and 2004, the Retirement Funds, in accordance with the policy of the 
Board, invested in various derivative instruments either to increase potential 
earnings or to hedge against potential losses. These derivatives included asset-
backed securities (ABS), collateralized mortgage-backed securities (CMOs), 
mortgage-backed pools and securities, floating rate notes, structured notes, 
stripped/zero coupon bonds, inflation index bonds, forward mortgage-backed 
security contracts (TBAs), foreign currency forward and futures contracts, equity 
index futures, bond futures, bond options, currency options, and warrants.  

 
The Retirement Funds used ABS, CMOs, mortgage-backed pools and securities, 
floating rate notes, structured notes, stripped/zero coupon bonds, and TBAs 
primarily to increase potential returns. ABS and mortgage-backed pools and 
securities offer higher potential yields than comparable duration U.S. Treasury 
Notes with higher credit and market risks. CMOs also offer higher potential yields 
than comparable duration U.S. Treasury Notes, with higher market risks, although 
the market risks may be higher or lower than comparable mortgage-backed pools. 
Market risk for asset-backed and mortgage-backed pools and securities is 
managed by monitoring the duration of the investments. Credit risk is managed by 
monitoring credit ratings, the underlying collateral for each security and any 
related guarantee.  
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NOTE 4: INVESTMENTS (Continued) 
 
Floating rate notes (securities which pay an interest rate tied to an index) are 
subject to market risk to the extent of the movement of the underlying index in 
relation to market rates. A downward movement in the underlying index would 
negatively impact the interest income received on the security. Upward 
movements in interest rates do not adversely affect floating rate notes as they do 
fixed rate notes, allowing floating rate notes to function as a hedge against upward 
changes in interest rates.  
 
The Retirement Funds invests in structured notes with step-up coupons that offer 
higher yields than comparable U.S. Treasury Notes in exchange for higher market 
and/or credit risks. Securities with step-up coupons pay interest according to a 
pre-set series of interest rates which start at one rate and then step-up to higher 
rates on specific dates. The Retirement Funds also contains stripped/zero coupon 
bonds, which are purchased at a discount and do not pay any interest.  
 
TBAs are used by the Retirement Funds as an alternative to holding mortgage-
backed securities outright to raise the potential yield and to reduce transaction 
costs. The TBAs used are assumed to be similar in duration and convexity to 
mortgage-backed securities with identical credit, coupon and maturity features. 
Credit risk is managed by limiting these transactions to primary dealers.  Market 
risk for this type of security is not significantly different from the market risk for 
mortgage-backed securities.  
 
Foreign currency forward and futures contracts and foreign currency options are 
used by the Retirement Funds for defensive purposes. These contracts hedge a 
portion of the Retirement Funds’ exposure to particular currencies on occasion 
when significant adverse short-term movement in exchange rate levels are 
expected. Foreign currency forward and futures contracts can pose market risk 
when the maximum potential loss on a particular contract is greater than the value 
of the underlying investment. Market risks arise due to movements in the foreign 
exchange rates underlying the contracts used by the Retirement Funds. Credit risk 
is managed by limiting transactions to counterparties with short-term credit 
ratings of Al or Pl or by trading on organized exchanges. Market risk for currency 
options is limited to the purchase cost. Credit risk is managed by limiting 
transactions to counterparties with investment grade ratings or by trading on 
organized exchanges. 

 
Equity index futures were used in at least one of the commingled funds used by 
the Retirement Funds in order to gain exposure to U. S. equity markets in a more 
efficient and liquid manner than directly investing in all of the underlying equity 
securities. Equity index futures can pose market risk when the maximum potential 
loss on a particular contract is greater than the value of the underlying investment.  
Market risks arise due to movements in the equities markets underlying the  
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NOTE 4: INVESTMENTS (Continued) 
 
contracts used by the Retirement Funds. Credit risk is managed by dealing with 
the futures exchanges. 
 
Exchange-traded and over-the-counter bond futures and options are used by the 
Retirement Funds to gain exposure to fixed income markets in a more efficient 
and liquid manner than by purchasing the underlying bonds. Market risk for these 
options is limited to purchase cost. Credit risk is managed by limiting transactions 
to counterparties with investment grade ratings or by trading on organized 
exchanges.  
 
Warrants are used by the Retirement Funds to gain equity exposure and to 
enhance performance. Warrants are often distributed by issuers to holdings of 
common stock and bonds, and are held for the same fundamental reasons as the 
original common stock and/or bond holdings. Market risk is limited to the 
purchase cost. Credit risk is similar to the underlying equity and/or bond holdings. 
 
The Retirement Funds also holds derivative instruments indirectly by 
participating in pooled, commingled, or short-term funds that hold derivatives. 
Information regarding any risks associated with these holdings is not generally 
available.  
 
The proportion of derivative investments in the Retirement Funds varies 
throughout the year. Further information regarding balances throughout the year 
is not available. 

 
The Retirement Funds’ aggregate portfolio included the following derivative 
investments, at fair value, at September 30, 2005 and 2004: 
 

2005 2004

Mortgage-backed security pools and securities  $     338,201  $        45,429 
Collateralized mortgage obligations           45,742            15,495 
Asset-backed securities             1,635            21,089 
Mortgage-backed securities forward contracts           60,356          178,245 
Inflation index bonds           17,284            40,740 
Structured notes (including stripped securities)                     -              3,976 
Foreign currency futures/forward contracts, net             5,464                 565 
Interest rate swaps           (1,076)                 (19)
Options                  43            (2,941)

Total $     467,649  $      302,579 
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Annual
Required Percentage

Fiscal Year Contribution Contributed

2005 9,200$           100%
2004 2,900             100%
2003 -                     100%
2002 1,000             100%
2001 1,000             100%
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The information presented in the required supplementary schedules was determined as part of 
the actuarial valuations at the dates indicated.  Additional information as of the latest actuarial 
valuation follows.  
 

September 30, 2005
Valuation date October 1, 2003
Actuarial cost method Aggregate
Amortization method Not applicable
Remaining amortization period Not applicable
Asset valuation method Market value
Actuarial assumptions:

Investment rate of return 7.25%
Projected salary increases 5%
Includes inflation at 5%
Cost-of-living adjustments (COLAs) 5%

(1) Post-1996 hires have COLAs capped at 3.00%
 

The aggregate actuarial cost method does not identify or separately amortize unfunded actuarial 
liabilities. 
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REVENUE BY SOURCE 
 

Fiscal 
Year

Employee 
Contributions

Employer 
Contributions

Interest and 
Dividends

Net 
Appreciation 

(Depreciation) 
in Fair Value 

of Investments

Investment, 
Interest and 

Administrative 
Expenses Total

2005 24,778$       9,200$         37,254$     106,378$       (8,509)$          169,101$      
2004 26,283         -                   25,580       80,836           (4,468)            128,231        
2003 26,047         -                   22,074       101,914         (3,640)            146,395        
2002 25,374         -                   24,242       (86,692)          (4,515)            (41,591)         
2001 24,047         200              31,112       (129,875)        (6,595)            (81,111)         
2000 23,646         10,700         28,896       78,536           (6,681)            135,097        
1999 21,537         18,600         26,573       105,295         (4,694)            167,311        
1998 20,385         9,700           21,109       (9,756)            (3,915)            37,523          
1997 19,405         88,100         65,682       363,256         (14,655)          521,788        
1996 20,904         111,000       56,118       119,063         (4,691)            302,394        

 
EXPENSES BY TYPE 

 
Fiscal
Year Benefits Refunds Total

2005  $         12,400  $           8,469  $         20,869 
2004 8,600             -                     8,600             
2003 5,100             -                     5,100             
2002 3,800             -                     3,800             
2001 2,600             -                     2,600             
2000 1,600             -                     1,600             
1999 700                -                     700                
1998 200                479                679                
1997 144,007         408                144,415         
1996 134,803         1,175             135,978         

 
 
Note: Contributions were made in accordance with actuarially determined contribution requirements.  
 
The Revitalization Act of 1997 made significant changes to the administration of the Fund.  
Therefore, comparisons of pre-Revitalization Act information to post-Revitalization Act 
information may not be meaningful. 
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At September 30, 2005, the Fund's investments were maintained under a master trust agreement 
along with assets of the District of Columbia Police Officers and Fire Fighters’ Retirement Fund.  
A schedule of investments held under the master trust agreement at September 30, 2005 is 
available for inspection at the offices of the District of Columbia Retirement Board, 900 7th 
Street, NW, 2nd Floor, Washington, DC 20001. 
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Each transaction with State Street Bank and Trust Company as disclosed in this schedule 
represents a “reportable transaction” as that term is defined by D.C. Code § 1-903.06(b)(3), 
(2001 Ed.).  
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Summary of Results 

A Brief Summary 

This actuarial valuation of the D.C. Police Officers and Fire Fighters’ Retirement Fund and the D.C. 
Teachers’ Retirement Fund (the Funds) has produced an increase in recommended contributions between 
Fiscal Year 2004 and Fiscal Year 2005.  The contribution derived in this valuation is as follows: 

Contribution Date Teachers’ Retirement 
Fund 

Police Officers and Fire 
Fighters’ Retirement Fund 

Total District Cost 

FY 2004 
 

$0 $96,200,000 $96,200,000 

FY 2005 
 

$9,200,000 $111,600,000 $120,800,000 

The total District cost as a percentage of payroll (before adjustments under D.C. Code §1-907.02(c)) 
increased from 15.2% for FY 2004 to 17.5% for FY 2005, for an increase of 2.3% of active member 
payroll.  One must keep in mind that the District cost as a percentage of payroll differs among the 
Teachers, Police Officers and Fire Fighters.  For instance, for FY 2005 the District normal contribution 
rates (before adjustments under D.C. Code §1-907.02(c)) were 2.8% for Teachers and 35.1% for Police 
Officers and Fire Fighters.   

We have used the District cost as a percentage of total payroll in order to show the net effects of the 
various types of gains and losses on District cost.  Gains and losses for the individual groups (Teachers, 
Police, and Fire) are shown in the cost calculations in Section 3.  The overall increase in cost was the net 
result of several factors: 

• Demographic experience produced a loss. 

The demographic experience of the Funds – rates of retirement, death, disability, and termination – was 
different than that predicted by the actuarial assumptions.   

Gains from excess withdrawals and vested terminations were insufficient to offset the losses from 
mortality, retirements and disabilities.  Accordingly, the demographic experience of the Funds during 
FY 2003 produced an actuarial loss and an increase in District cost. 

• Pay increases were slightly less than expected. 

Increases in pay among active members were a bit below those anticipated by the actuarial 
assumptions.  As a result, the District cost was about 0.1% lower as a percentage of payroll than if the 
actuarial assumptions had been exactly realized. 
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• New entrants to the Plans produced a loss. 

Active participation in the Funds decreased in FY 2003.  However, new members continue to enter the 
Plans and by the end of the year, there were 983 new entrants and rehired members.  These new 
members increase Plan liabilities, but bring with them no assets.  As a result, the District cost increased 
by almost 1.0% of payroll.  In addition, active payroll of the Funds increased by nearly 3.4%, which 
compounded the dollar impact on District cost, since the District cost is calculated as a percentage of 
projected payroll.   

• Actuarial returns produced a loss. 

The actuarially-determined rate of return on the value of Funds’ assets was about 4.6% during FY 
2003, due to losses from previous years which have been deferred by the actuarial smoothing method.  
This return was lower than the 7.25% assumed return, producing an actuarial loss that increased 
District costs.  The loss from the actuarial return compounded the losses from demographic experience 
and new members mentioned above.  Therefore, costs increased from FY 2004 to FY 2005. 

More detail is provided below on the gains and losses occurring since the last valuation. 

Furthermore, it is likely that the employer contribution will increase further in the near future.  There are 
several reasons we expect District costs to increase: 

• The Funds are still relatively “young.”  Since the District is only responsible for benefits earned after 
June 30, 1997, the average amount of service for an active participant is a fraction of their total 
amount of service.   

• The Funds are currently responsible for the benefits of only a small number of current retirees.  As 
time passes, the District will become responsible for the benefits of a greater number of inactive 
participants. 

• Even assuming that the number of active members remains constant, new members and rehires will 
continue to generate actuarial losses each year, until the cost for the Plans approach the long-term 
projected cost. 

Purpose of the Report 

This Report presents the results of the October 1, 2003 actuarial valuation of the D.C. Police Officers and 
Fire Fighters’ Retirement Fund and the D.C. Teachers’ Retirement Fund for the District of Columbia 
Retirement Board.  The purposes of this actuarial valuation are: 

• To determine the appropriate contribution to the Funds to be paid by the District in Fiscal Year 2005 in 
accordance with the Replacement Plan Act; 

• To review the experience of the Funds over the past year and to discuss reasons for changes in the 
Funds costs; 

• To discuss and project any emerging trends in Fund costs;  and 
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• To present those items required for disclosure under Statement No. 25 of the Governmental Accounting 
Standards Board (GASB). 

• Also, being that this is the first year that EFI has performed the valuation, we have reviewed the results 
of the previous year’s valuation, which was completed by the former actuary, Milliman USA.  We have 
used the same data and assumptions as Milliman, in essence performing an actuarial audit of the plan.  

Organization of the Report 

This Report is organized in five sections: 

• This Summary presents the conclusions of the Report and discusses the reasons for changes since the 
last valuation.  The conclusions and changes are presented separately for each group. 

• Section 1 below contains an outline of the Funds’ provisions on which our calculations are based, 
statistical data concerning Fund participants, and a summary of the actuarial assumptions employed to 
compute liabilities and costs.   

• Section 2 presents information concerning the District assets.  The actuarial value of the District assets 
is computed in this Section. 

• Section 3 contains the calculation of actuarial liabilities, gains and losses, and District cost. 

• Section 4 contains pension plan information required under Statement No. 25 of the Governmental 
Accounting Standards Board. 

District Cost - Teachers 

Since the last actuarial valuation was performed as of October 1, 2002, the Teacher’s cost has increased 
both in dollar terms and as a percentage of active members’ payroll.  The table below shows a brief 
summary. 

Valuation Date (FY Contribution) 
Employer Cost 

(% Payroll) 

October 1, 2002 (FY 2004) 
(Milliman USA) 

0.8% 

October 1, 2002 (FY 2004) 
(Recomputed by EFI) 

1.9% 

October 1, 2003 
 

2.8% 

The October 1, 2002 valuation was prepared by the former actuary, Milliman USA.  For continuity, we 
reproduced the results of that valuation independently in preparing this Report.  The results of our 
independent calculations are presented in Section 3.2 below. 
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The final results of this October 1, 2003 valuation are presented in Section 3.1 below.  Section 3.2 also 
presents intermediate results that serve to determine the reasons for the change in District cost from 
October 1, 2002 to October 1, 2003. 

Change in District Cost from October 1, 2002 to October 1, 2003 - Teachers 

The table below summarizes the impact of actuarial experience and changes in benefits on Plan cost. 

Valuation Date 
District Cost 
(% Payroll) 

October 1, 2002 
(Milliman USA) 

0.8% 

October 1, 2002 
(Recomputed by EFI) 

1.9% 

October 1, 2003 
(Continuing Members, 

Expected Pay, Expected 
Assets) 

1.4% 

October 1, 2003 
(Continuing Members, Actual 

Pay, Expected Assets) 

1.2% 

October 1, 2003 
(Continuing Members, Actual 

Pay, Actual Assets) 

2.1% 

October 1, 2003 
(All Member, Actual Pay, 

Actual Assets) 

2.8% 

An analysis of the costs in the table reveals the following: 

• Very similar results were recomputed as of October 1, 2002. 

To track down any differences in actuarial methods and assumptions, EFI recomputed the actuarial 
valuation as of October 1, 2002 based on the same member data used by Milliman USA.  Very 
similar costs resulted – 0.8% of payroll versus 1.9% – indicating only small differences in 
methodology.   

There was a slight change in the valuation of inactive liabilities; Milliman had not assigned any 
liability to the District for payments to current surviving spouses.  This practice was changed in the 
EFI recalculation.  Also, EFI began tracking the terminations of participants who were entitled to 
vested benefits but did not receive a contribution refund.  A liability was computed for these 
“deferred vested” participants. 
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• Demographic experience was favorable from October 1, 2002 to October 1, 2003. 

Demographic experience arises from actual death, disability, termination, and retirement 
experience during the year in comparison with actuarial assumptions. 

We note that the Plan cost decreased from 1.9% of member payroll on October 1, 2002 to 1.4% on 
October 1, 2003, where the latter figure is based on the Plan’s continuing members – i.e., 
excluding new hires – expected pay for the continuing members, and expected assets – the amount 
that would be on hand if the assets earned exactly 7.25% on an actuarial basis during the year 
between valuations.  This decrease in Plan cost indicates that actual demographic experience 
during FY 2003 resulted in an actuarial gain. 

In analyzing the demographic experience in detail, we found that more members terminated with 
vested benefits or withdrew their member contributions than anticipated.  This turnover reduced 
future benefits payable from the Funds and produced actuarial gains. 

The detailed data concerning changes in membership of the Fund is shown in Section 1.2 of this 
Report. 

• Pay increases were less than expected. 

Actuarial gains resulted from pay increases among active members.  If all continuing members had 
received pay increases exactly in line with actuarial assumptions, the cost would have been 1.4% 
of payroll as computed in Section 3.1.  In fact, based on their actual pay as of October 1, 2003, the 
Fund’s cost for these members was 1.2%, a cost reduction of 0.2% of payroll indicating a small 
actuarial gain. 

• The rate of return on assets was less than expected on an actuarial basis. 

As can be seen in Section 2.4, the actuarially-determined rate of return on the value of Fund assets 
was about 4.6% during FY 2003.  This return was lower than the 7.25% assumed return, 
producing an actuarial loss that increased costs to the Fund.  As can be seen in the table of costs 
above, as a result of the loss from the actuarial rate of return the total cost increased from 1.2% of 
payroll to 2.1%. 

• New members to the Plan increased costs. 

There were 649 new entrants and rehired members in the Teacher’s Plan during FY 2003.  The 
long-term cost of these new members is significantly above the current cost of the plan.  As a 
result, the Plan cost moved in the direction of the average new entrant cost, in this case increasing 
from 2.1% to 2.8%. 

Overall, actuarial losses outpaced gains during FY 2003, causing the Funds’ costs to increase, both in 
dollar terms and as a percentage of member payroll. 
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District Cost – Police Officers 

Since the last actuarial valuation was performed as of October 1, 2002, the Police Officers’ cost has 
increased both in dollar terms and as a percentage of active members’ payroll.  The table below shows a 
brief summary. 

Valuation Date (FY Contribution) 
Employer Cost 

(% Payroll) 

October 1, 2002 (FY 2004) 
(Milliman USA) 

33.6% 

October 1, 2002 (FY 2004) 
(Recomputed by EFI) 

34.3% 

October 1, 2003 
 

36.3% 

The October 1, 2002 valuation was prepared by the former actuary, Milliman USA.  For continuity, we 
reproduced the results of that valuation independently in preparing this Report.  The results of our 
independent calculations are presented in Section 3.2 below. 

The final results of this October 1, 2003 valuation are presented in Section 3.1 below.  Section 3.2 also 
presents intermediate results that serve to explain the change in District cost from October 1, 2002 to 
October 1, 2003. 

Change in District Cost from October 1, 2002 to October 1, 2003 – Police Officers 

The table below summarizes the impact of actuarial experience and changes in benefits on Plan cost. 
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The table below summarizes 
the impact of actuarial 
experience and changes in 
benefits on Plan cost. 

Valuation Date 
District Cost 
(% Payroll) 

October 1, 2002 
(Milliman USA) 

33.6% 

October 1, 2002 
(Recomputed by EFI) 

34.3% 

October 1, 2003 
(Continuing Members, 

Expected Pay, Expected 
Assets) 

35.1% 

October 1, 2003 
(Continuing Members, Actual 

Pay, Expected Assets) 

35.0% 

October 1, 2003 
(Continuing Members, Actual 

Pay, Actual Assets) 

36.1% 

October 1, 2003 
(All Member, Actual Pay, 

Actual Assets) 

36.3% 

An analysis of the costs in the table reveals the following: 

• Very similar results were recomputed as of October 1, 2002. 

Again, the difference in cost due to the recalculation of Milliman’s results was minor; the 
contribution rate went from 33.6% to 34.3%.   

As with the Teachers’ Fund, EFI began computing liability to the District for payments to current 
surviving spouses.  Also, there were changes made to the methodology for projecting Retention and 
Longevity pay increases.  Finally, the 40% survivor benefit was valued for current retirees – 
previously the benefit had only been valued for future retirees.  
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• Demographic experience caused a demographic loss which increased the contribution rate by 0.8%.   

The detailed data concerning changes in membership of the Fund is shown in Section 1.2 of this 
Report. 

• Pay increases were slightly less than expected. 

There was a small gain due to pay increases which decreased cost by 0.1% of payroll. 

• The rate of return on assets was less than expected on an actuarial basis. 

As a result of the loss from the actuarial rate of return the total cost increased from 35.0% of 
payroll to 36.1%. 

• New members to the Plan increased costs. 

There were 235 new entrants and rehired members in the Police Officers Plan during FY 2003.  
The long-term cost of these new members is above the current cost of the plan.  As a result, the 
Plan cost moved in the direction of the average new entrant rate, in this case increasing from 
36.1% to 36.3%. 

Overall, actuarial losses outpaced gains during FY 2003, causing the Funds’ costs to increase, both in 
dollar terms and as a percentage of member payroll. 

District Cost – Fire Fighters 

Since the last actuarial valuation was performed as of October 1, 2002, the Fire Fighters’ cost has 
increased in dollar terms but decreased as a percentage of active members’ payroll.  The table below shows 
a brief summary. 

Valuation Date (FY Contribution) 
Employer Cost 

(% Payroll) 

October 1, 2002 (FY 2004) 
(Milliman USA) 

35.3% 

October 1, 2002 (FY 2004) 
(Recomputed by EFI) 

30.2% 

October 1, 2003 
 

31.8% 

The October 1, 2002 valuation was prepared by the former actuary, Milliman USA.  For continuity, we 
reproduced the results of that valuation independently in preparing this Report.  The results of our 
independent calculations are presented in Section 3.2 below. 
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The final results of this October 1, 2003 valuation are presented in Section 3.1 below.  Section 3.2 also 
presents intermediate results that serve to explain the change in District cost from October 1, 2002 to 
October 1, 2003. 

Change in District Cost from October 1, 2002 to October 1, 2003 – Fire Fighters 

The table below summarizes the impact of actuarial experience and changes in benefits on Plan cost. 

Valuation Date 
District Cost 
(% Payroll) 

October 1, 2002 
(Milliman USA) 

35.3% 

October 1, 2002 
(Recomputed by EFI) 

30.2% 

October 1, 2003 
(Continuing Members, 

Expected Pay, Expected 
Assets) 

30.0% 

October 1, 2003 
(Continuing Members, Actual 

Pay, Expected Assets) 

30.1% 

October 1, 2003 
(Continuing Members, Actual 

Pay, Actual Assets) 

31.3% 

October 1, 2003 
(All Member, Actual Pay, 

Actual Assets) 

31.8% 

An analysis of the costs in the table reveals the following: 

• The change due to the recalculation of Milliman’s results resulted in a decrease in cost from a 
contribution rate of 35.3% to 30.2%. 

The recalculation involved the same methodology changes as used in the Police Plan.  The 
leveraging effect of the funding method resulted in a significant change in cost, even though the 
change in the present value of benefits was only 3.0%.  
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• Demographic experience caused a small demographic gain which decreased the contribution rate 
by 0.2%.   

The detailed data concerning changes in membership of the Fund is shown in Section 1.2 of this 
Report. 

• Pay increases were slightly more than expected. 

There was a small loss due to pay increases higher than expected which increased cost by 0.1% of 
payroll. 

• The rate of return on assets was less than expected on an actuarial basis. 

As a result of the loss from the actuarial rate of return the total cost increased from 30.1% of 
payroll to 31.3%. 

• New members to the Plan increased costs. 

There were 99 new entrants and rehired members in the Fire Fighters’ Plan during FY 2003.  The 
long-term cost of these new members is above the current cost of the plan.  As a result, the Plan 
cost moved in the direction of the average new entrant cost, in this case increasing from 31.3% to 
31.8%.  The  

Overall, actuarial losses outpaced gains during FY 2003, however, the change in cost due to the 
recalculation of Milliman’s liabilities resulted in a net decrease in contribution rate.  The overall dollar cost 
increased, due to the increase in the projected payroll and the adjustment pursuant to D.C. Code §1-
907.02(c).   

Future Trends - Overall 

We note that the Funds are relatively immature:  contribution rates are below their ultimate level as a 
percentage of payroll.  The estimated long-term contribution rates for the current Tier of benefits are 
11.3%, 38.6% and 37.8% for the Teachers, Police Officers and Fire Fighters respectively.  These rates 
were calculated as the estimated normal contribution rates for the new entrants to each Plan.  Even 
assuming that the active workforce does not grow, new members will continue to join the plans.  For the 
near future, there will be an actuarial loss due to new members. 

The actuarial value of assets is still above the market value, meaning there are still actuarially deferred 
losses to carry forward.  The actuarial rate of return will be held down by these deferred losses until the 
market value matches or exceeds the actuarial value of the assets. 

Recently, there has been a credit balance for previous overpayments for the Teacher’s Fund.  This resulted 
in no required contributions for the Teachers, even though the contribution rate was positive.  The credit 
balance has now been exhausted, and is not expected to return for the foreseeable future. 

Also, the current Teacher’s contract contains pay raises that exceed the actuarial assumption.  This will 
likely result in salary-related actuarial losses for the October 1, 2004 valuation of the Teacher’s Plan. 
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Conclusion 

The chart below shows the history of the District’s required contributions (before adjustment) over the past 
several years.  The District payment has increased as total payroll increases, and as the contribution rates 
begin to approach their projected long-term levels.  
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This report has been prepared using generally accepted actuarial methods and assumptions.  If there are 
any questions about this report, please feel free to contact us.  We enjoy being of service to you and we 
look forward to doing so in the future. 

Respectfully submitted, 

  
Edward H. Friend, FSA Graham A. Schmidt, ASA 
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1.1:  Brief Outline of Fund Provisions 

District of Columbia Retirement Program for Teachers 

Membership 

Eligibility 

Permanent, temporary, and probationary teachers for the District of Columbia public day schools 
become members automatically on their date of employment.  Other employees covered by the 
Retirement of Public School Teachers Act – including librarians, principals, and counselors – also 
become members on their date of employment.  Substitute teachers and employees of the Department of 
School Attendance and Work Permits are not covered.  Some former D.C. teachers working at charter 
schools are eligible to remain in the Program. 

Member Contributions 

Members hired before November 16, 1996 are required to contribute 7% of annual pay minus any pay 
received for summer school.  Members hired on or after November 16, 1996 contribute 8% of annual 
pay minus pay received for summer school. 

Members can also make voluntary contributions of up to 10% of annual pay towards an annuity in 
addition to any vested pension. 

Interest is not credited to each Member’s accumulated contributions. 

Service 

School Service 

One year of school service is granted for each year of employment with the D.C. public day schools. 

Credited Service 

Service granted or purchased in addition to school service. 

Voluntary Retirement 

Eligibility 

For participants hired before November 16, 1996:  

• Age 62 with 5 years of school service; 
• Age 60 with 20 years of total service, including 5 years of school service; or 
• Age 55 with 30 years of total service, including 5 years of school service. 

For participants hired on or after November 16, 1996:  

• Age 62 with 5 years of school service; 



District of Columbia Retirement Board  Page 15 
Actuarial Valuation as of October 1, 2003 

 

• Age 60 with 20 years of total service, including 5 years of school service; or 
• Any age with 30 years of total service, including 5 years of school service. 

Benefit Amount 

For participants hired before November 16, 1996:  

• 1.5% of high 3-year average pay times service up to 5 years, plus 
• 1.75% of average pay times service between 5 and 10 years, plus 
• 2.0% of average pay times service over 10 years. 

For participants hired on or after November 16, 1996:  

• 2.0% of average pay times service. 

For all participants, there is a minimum benefit of 1.0% of average pay plus $25 for each year of 
service 

Involuntary Retirement 

Eligibility 

Retired involuntarily for reasons other than misconduct or delinquency with: 

• 25 years of total service, including 5 years of school service; or 
• Age 50 with 20 years of total service, including 5 years of school service. 

Benefit Amount 

Voluntary Retirement benefit reduced 1/6% per month (2% per year) that date of retirement precedes 
age 55. 

Disability Retirement Benefit 

Eligibility 

5 years of school service and a physical or mental disability that prevents the member from performing 
his/her job. 

Benefit Amount 

Voluntary Retirement benefit subject to a minimum of the lesser of 40% of average pay and the benefit 
that the member would receive projecting service to age 60. 
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Lump Sum Death Benefit 

Eligibility 

Death before completion of 18 months of school service or death without an eligible spouse, child, or 
parent. 

Benefit Amount 

Refund of paid contributions 

Installment Benefit Payable upon Death – Spouse Only 

Eligibility 

Death before retirement and married for at least two years or have a child by the marriage. 

Benefit Amount 

55% of the Voluntary Retirement benefit subject to the minimums specified in the Disability 
Retirement Benefit.   

Installment Benefit Payable upon Death – Spouse and Dependent Children 

Eligibility 

For the spouse, as described above; for the children, unmarried and under 18, 22 if full-time student, or 
any child dependent because of a disability incurred before age 18.  Death does not have to occur 
before retirement for the children’s benefits. 

Benefit Amount 

Spouse benefit as described above, plus a benefit per child of the smallest of: 

• 60% of average pay divided by the number of eligible children; 
• $5,198 (if hired before January 1, 1980) or $5,014; or 
• $15,593 (if hired before January 1, 1980) or $15,041 divided by the number of children, 
 
payable until the children are no longer eligible. 

Installment Benefit Payable upon Death – Dependent Children Only 

Eligibility 

Same as the children’s benefit above. 

Benefit Amount 

Per child, the smallest of: 
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• 75% of average pay divided by the number of eligible children; 
• $6,328 (if hired before January 1, 1980) or $6,094; or 
• $18,985 (if hired before January 1, 1980) or $18,285 divided by the number of children, 
 
payable until the children are no longer eligible. 

Installment Benefit Payable upon Death – Surviving Parents Only 

Eligibility 

Death before retirement and no eligible spouse or children, and parents receive at least one-half of their 
total income from member. 

Benefit Amount 

Spouse benefit as described above. 

Deferred Vested Benefit 

Eligibility 

5 years of school service. 

Benefit Amount 

Voluntary Retirement Benefit beginning at age 62. 

Form of Payment Options 

Normal Form of Payment 

Single Life Annuity. 

Joint and 55% Survivor (to Spouse) 

The original benefit is reduced by 2.5% of annual pension up to $3,600, plus 10% of any amount over 
$3,600. 

Partial Joint and Survivor (to Spouse) 

A joint and survivor annuity with a benefit payable to the spouse of between $1 and 55% of the 
unreduced retirement benefit.  The original benefit is reduced by dividing the amount of the survivor’s 
annuity by 55%, then reducing the original benefit by 2.5% of this amount up to $3,600, plus 10% of 
any amount over $3,600.  
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Variable Survivor to a person with an “insurable interest” 

A joint and 55% survivor annuity with the original benefit reduced 10% plus an additional 5% for each 
full 5 years, up to 25 years, the survivor is younger, with a total reduction of 40% for any survivor 
who is 25 or more years younger. 

Insurance Option 

Benefits may be reduced and the balance used to purchase life insurance. 

Cost-of-Living Adjustments 

All participants receive an increase each March based on the annual change in the Consumer Price 
Index (all items – U.S. City average) from December to December.  The annual increase is capped at 
3% for members hired on or after November 16, 1996. 
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Retirement Program for District of Columbia Police Officers and Fire Fighters 

Membership 

Eligibility 

All police officers and fire fighters of the District of Columbia automatically become members on their 
date of employment.  Police Cadets are not eligible. 

Member Contributions 

Members hired before November 10, 1996 are required to contribute 7% of annual salary, including 
any differential for special assignment, but excluding overtime, longevity, holiday, or military pay.  
Members hired on or after November 10, 1996 contribute 8% of annual salary, including any 
differential for special assignment, but excluding overtime, holiday, or military pay. 

Interest is not credited to each Member’s accumulated contributions. 

Service 

Departmental Service 

Each full year and additional months of employment with either the Metropolitan Police Force or the 
D.C. Fire Department. 

Credited Service 

Service granted or purchased in addition to departmental service. 

Average Pay 

For those hired before February 15, 1980, basic pay for the highest 12 months.  For those hired on or 
after February 15, 1980, basic pay for the highest 36 months divided by three. 

Longevity Pay (Police Only) 

Members who complete 25 years of active service prior to retirement are entitled to an additional 15% 
of their basic compensation.  Members who complete 30 years of active service are entitled to an 
additional 20% of their basic pay. 

Normal Retirement Benefit 

Eligibility 

For participants hired before November 10, 1996:  

• Age 60; or 
• Age 50 with 25 years of departmental service; or 
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• No age requirement with 20 years of service (only if hired before February 15, 1980.) 

For participants hired on or after November 10, 1996:  

• Age 60; or 
• No age requirement with 25 years of service. 

Benefit Amount 

For participants hired before November 10, 1996:  

• 2.5% of average pay times departmental service up to 25 years (20 years if hired before February 
15, 1980), plus 

• 3.0% of average pay times departmental service over 25 (or 20) years, plus 
• 2.5% of average pay times credited service. 

For participants hired on or after November 10, 1996:  

• 2.5% of average pay times total service. 

For all participants, there is a maximum benefit of 80% of average pay. 

Service-Related Disability Retirement Benefit 

Eligibility 

Disabled as a result of an illness or injury in the line of duty. 

Benefit Amount 

For participants hired before February 15, 1980 – 2.5% of average pay times total years of service, 
subject to a minimum benefit of 66-2/3% of average pay and subject to a maximum benefit of 70% of 
average pay. 

For participants hired on or after February 15, 1980 – 70% of final pay times percentage of disability, 
subject to a minimum benefit of 40% of final pay. 

Non-Service-Related Disability Retirement Benefit 

Eligibility 

5 years of departmental service and a physical or mental disability that prevents the member from 
performing his/her job. 

Benefit Amount 

For participants hired before February 15, 1980 – 2.0% of average pay times total years of service, 
subject to a minimum benefit of 40% of average pay and subject to a maximum benefit of 70% of 
average pay. 
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For participants hired on or after February 15, 1980 – 70% of final pay times percentage of disability, 
subject to a minimum benefit of 30% of final pay. 

Lump Sum Death Benefit 

Eligibility 

Death occurring in the line of duty, not resulting from willful misconduct, an intention to bring about 
his/her own death, or drunkenness. 

Benefit Amount 

$50,000.   

Installment Benefit Payable upon Death – Spouse Only, Member Not Killed in Line of Duty after 
December 29, 1993 

Eligibility 

Death and, if retired, married for at least one year or have a child by the marriage. 

Benefit Amount 

40% of the greater of average pay and the salary for step 6 salary class 1 of the D.C. Police and 
Fireman’s Salary Act in effect, adjusted for cost-of-living increases if death occurs after retirement.  
The benefit cannot exceed the rate of pay at death (or retirement if death occurs after retirement.)  

Installment Benefit Payable upon Death – Spouse Only, Member Killed in Line of Duty after 
December 29, 1993 

Eligibility 

Death (killed in line of duty). 

Benefit Amount 

100% of final pay.  

Installment Benefit Payable upon Death – Spouse and Dependent Children 

Eligibility 

For the spouse, as described above; for the children, unmarried and under 18, 22 if full-time student, or 
any child dependent because of a disability incurred before age 18.  Death does not have to occur 
before retirement for the children’s benefits. 



District of Columbia Retirement Board  Page 22 
Actuarial Valuation as of October 1, 2003 

 

Benefit Amount 

Spouse benefit as described above, plus, provided death does not occur in the line of duty, a benefit per 
child of the smallest of: 

• 60% of average pay divided by the number of eligible children; 
• $2,988; or 
• $8,964 divided by the number of children, 
 
payable until the children are no longer eligible. 

Installment Benefit Payable upon Death – Dependent Children Only 

Eligibility 

Same as the children’s benefit above. 

Benefit Amount 

Per child, 75% of average pay divided by the number of eligible children, adjusted for cost-of-living 
increases. 

Refund of Contributions 

Eligibility 

Death before retirement and no eligible spouse or children. 

Benefit Amount 

All contributions will be refunded to a named, or statutorily-designated if none named, beneficiary.  

Deferred Vested Benefit 

Eligibility 

5 years of departmental service. 

Benefit Amount 

Normal Retirement Benefit beginning at age 55. 

Form of Payment Options 

Normal Form of Payment 

Single Life Annuity. 
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Additional Survivor Benefit 

The original benefit is reduced 10%.  This 10% amount is reduced by 5% for each full 5 years the 
survivor is younger (but not more than 40%) and is added to the survivor’s benefit. 

Cost-of-Living Adjustments 

Employees (not beneficiaries) who retired prior to February 15, 1980, receive the same percentage 
increase as active employees’ salary increases. 

All other retired participants receive an increase each March based on the annual change in the 
Consumer Price Index (All Urban Consumers) from December to December.  The annual increase is 
capped at 3% for members hired on or after November 10, 1996. 
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1.2:  Participant Data as of October 1, 2003 

 

Active Participants Teachers Police Officers Fire Fighters 

    

Number 6,145 3,654 1,317 
Average Age 45.39 38.07 38.92 
Average Service 14.35 12.06 14.19 
Average Pay $54,823 $57,147 $57,356 

Inactive Participants    

Service Retired District Total* District Total* District Total* 

Number 1,287 4,572 439 3,142 109 924 
Average Age 61.97 71.30 52.95 59.85 53.66 63.50 
Average Benefit $4,244 $34,687 $4,787 $41,938 $6,745 $49,564 

Beneficiaries       

Number 127 461 433 1,256 159 492 
Average Age 59.96 67.27 58.52 64.86 63.45 68.63 
Average Benefit $1,751 $16,363 $1,737 $20,838 $1,729 $22,476 

Disabled       

Number 62 491 116 1,315 38 555 
Average Age 55.12 69.74 43.08 63.85 50.08 67.94 
Average Benefit $21,176 $24,501 $20,412 $36,229 $15,798 $41,867 

Terminated Vested     

Number 102 124 0 0 0 0 
Average Age 47.86 46.20 N/A N/A N/A N/A 
Average Benefit $6,111 $14,865 N/A N/A N/A N/A 

                                                   

* Federal and District payments combined. 
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Service 0 1 2 3 4  5-9  10-14 15-19 20-24 25-29 30-34 35+ Total
Age

0-19 0 0 0 0 0 0 0 0 0 0 0 0 0
20-24 0 0 0 0 0 0 0 0 0 0 0 0 0
25-29 0 0 0 0 0 6 0 0 0 0 0 0 6
30-34 0 0 0 0 0 73 31 2 0 0 0 0 106
35-39 0 0 0 0 0 49 72 45 0 0 0 0 166
40-44 0 0 0 0 0 42 83 126 17 0 0 0 268
45-49 0 0 0 0 0 39 96 201 122 30 2 1 491
50-54 0 0 0 0 0 40 101 202 132 194 203 13 885
55-59 0 0 0 0 0 17 69 130 66 113 344 137 876
60-64 0 0 0 0 0 13 43 56 26 23 81 141 383
65-69 0 0 0 0 0 4 9 16 7 3 15 38 92

70+ 0 0 0 0 0 0 5 3 2 0 4 19 33

Total 0 0 0 0 0 283 509 781 372 363 649 349 3,306
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Service 0 1 2 3 4  5-9  10-14 15-19 20-24 25-29 30-34 35+ Total
Age

0-19 0 0 0 0 0 0 0 0 0 0 0 0 0
20-24 0 0 0 0 0 0 0 0 0 0 0 0 0
25-29 0 0 0 0 0 53,160 0 0 0 0 0 0 53,160
30-34 0 0 0 0 0 48,629 50,481 48,938 0 0 0 0 49,176
35-39 0 0 0 0 0 50,462 53,570 60,701 0 0 0 0 54,586
40-44 0 0 0 0 0 53,916 57,367 61,765 61,912 0 0 0 59,182
45-49 0 0 0 0 0 55,386 61,774 63,585 65,834 63,625 66,102 51,869 63,127
50-54 0 0 0 0 0 53,601 61,374 65,992 65,850 66,934 67,948 67,083 65,555
55-59 0 0 0 0 0 58,293 61,210 65,270 65,464 68,369 67,610 70,378 66,947
60-64 0 0 0 0 0 49,580 62,165 64,789 65,632 66,930 65,484 68,395 65,638
65-69 0 0 0 0 0 55,883 64,770 66,258 65,004 69,143 66,741 67,882 66,410
70+ 0 0 0 0 0 0 61,769 65,821 59,636 0 62,911 68,120 65,803

Total 0 0 0 0 0 52,188 59,137 64,140 65,532 67,125 67,397 69,006 63,984
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Average Age:  52.65  Average Service:  24.34 
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Service 0 1 2 3 4  5-9  10-14 15-19 20-24 25-29 30-34 35+ Total
Age

0-19 0 1 1 0 0 0 0 0 0 0 0 0 2
20-24 87 102 69 7 1 0 0 0 0 0 0 0 266
25-29 84 152 203 143 104 39 0 0 0 0 0 0 725
30-34 37 99 137 112 119 78 0 0 0 0 0 0 582
35-39 26 42 77 55 54 34 0 0 0 0 0 0 288
40-44 23 42 58 44 68 35 0 0 0 0 0 0 270
45-49 18 25 63 51 52 38 0 0 0 0 0 0 247
50-54 14 22 46 49 49 39 0 0 0 0 0 0 219
55-59 10 21 33 19 43 31 0 0 0 0 0 0 157
60-64 4 4 21 5 18 9 0 0 0 0 0 0 61
65-69 0 1 4 2 4 5 0 0 0 0 0 0 16

70+ 0 1 1 2 2 0 0 0 0 0 0 0 6

Total 303 512 713 489 514 308 0 0 0 0 0 0 2,839
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Service 0 1 2 3 4  5-9  10-14 15-19 20-24 25-29 30-34 35+ Total
Age

0-19 0 51,526 38,477 0 0 0 0 0 0 0 0 0 45,002
20-24 35,516 35,507 35,760 36,971 39,097 0 0 0 0 0 0 0 35,628
25-29 38,311 37,489 37,428 38,506 41,629 43,136 0 0 0 0 0 0 38,665
30-34 43,374 40,121 43,451 43,363 44,562 47,242 0 0 0 0 0 0 43,598
35-39 42,382 43,418 45,918 47,119 47,017 51,513 0 0 0 0 0 0 46,330
40-44 39,034 43,811 45,016 49,456 50,668 53,291 0 0 0 0 0 0 47,539
45-49 52,545 44,657 46,256 45,192 51,018 51,818 0 0 0 0 0 0 48,191
50-54 68,309 45,025 48,249 53,535 54,434 49,904 0 0 0 0 0 0 52,069
55-59 75,295 47,703 49,347 47,540 57,960 54,114 0 0 0 0 0 0 53,861
60-64 49,071 41,138 52,652 67,593 52,838 53,966 0 0 0 0 0 0 53,136
65-69 0 65,244 48,958 62,102 55,108 59,994 0 0 0 0 0 0 56,605
70+ 0 58,998 53,551 42,741 47,961 0 0 0 0 0 0 0 48,992

Total 42,125 39,853 42,525 44,516 48,124 49,878 0 0 0 0 0 0 44,155
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Average Age:  36.94  Average Service:  2.73 
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Service 0 1 2 3 4  5-9  10-14 15-19 20-24 25-29 30-34 35+ Total
Age

0-19 0 1 1 0 0 0 0 0 0 0 0 0 2
20-24 87 102 69 7 1 0 0 0 0 0 0 0 266
25-29 84 152 203 143 104 45 0 0 0 0 0 0 731
30-34 37 99 137 112 119 151 31 2 0 0 0 0 688
35-39 26 42 77 55 54 83 72 45 0 0 0 0 454
40-44 23 42 58 44 68 77 83 126 17 0 0 0 538
45-49 18 25 63 51 52 77 96 201 122 30 2 1 738
50-54 14 22 46 49 49 79 101 202 132 194 203 13 1104
55-59 10 21 33 19 43 48 69 130 66 113 344 137 1033
60-64 4 4 21 5 18 22 43 56 26 23 81 141 444
65-69 0 1 4 2 4 9 9 16 7 3 15 38 108

70+ 0 1 1 2 2 0 5 3 2 0 4 19 39

Total 303 512 713 489 514 591 509 781 372 363 649 349 6,145
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Service 0 1 2 3 4  5-9  10-14 15-19 20-24 25-29 30-34 35+ Total
Age

0-19 0 51,526 38,477 0 0 0 0 0 0 0 0 0 45,002
20-24 35,516 35,507 35,760 36,971 39,097 0 0 0 0 0 0 0 35,628
25-29 38,311 37,489 37,428 38,506 41,629 44,472 0 0 0 0 0 0 38,784
30-34 43,374 40,121 43,451 43,363 44,562 47,913 50,481 48,938 0 0 0 0 44,458
35-39 42,382 43,418 45,918 47,119 47,017 50,893 53,570 60,701 0 0 0 0 49,349
40-44 39,034 43,811 45,016 49,456 50,668 53,632 57,367 61,765 61,912 0 0 0 53,339
45-49 52,545 44,657 46,256 45,192 51,018 53,625 61,774 63,585 65,834 63,625 66,102 51,869 58,128
50-54 68,309 45,025 48,249 53,535 54,434 51,776 61,374 65,992 65,850 66,934 67,948 67,083 62,880
55-59 75,295 47,703 49,347 47,540 57,960 55,594 61,210 65,270 65,464 68,369 67,610 70,378 64,958
60-64 49,071 41,138 52,652 67,593 52,838 51,374 62,165 64,789 65,632 66,930 65,484 68,395 63,921
65-69 0 65,244 48,958 62,102 55,108 58,167 64,770 66,258 65,004 69,143 66,741 67,882 64,957
70+ 0 58,998 53,551 42,741 47,961 0 61,769 65,821 59,636 0 62,911 68,120 63,217

Total 42,125 39,853 42,525 44,516 48,124 50,984 59,137 64,140 65,532 67,125 67,397 69,006 54,823
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Average Age:  45.39  Average Service:  14.35 
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Service 0 1 2 3 4  5-9  10-14 15-19 20-24 25-29 30-34 35+ Total
Age

0-19 0 0 0 0 0 0 0 0 0 0 0 0 0
20-24 0 0 0 0 0 0 0 0 0 0 0 0 0
25-29 0 0 0 0 0 15 6 0 0 0 0 0 21
30-34 0 0 0 0 0 103 245 11 0 0 0 0 359
35-39 0 0 0 0 0 65 749 88 0 0 0 0 902
40-44 0 0 0 0 0 16 349 307 81 0 0 0 753
45-49 0 0 0 0 0 2 43 89 160 52 8 0 354
50-54 0 0 0 0 0 0 0 2 55 23 35 3 118
55-59 0 0 0 0 0 0 0 0 1 0 19 11 31
60-64 0 0 0 0 0 0 0 0 0 0 5 4 9
65-69 0 0 0 0 0 0 0 0 0 0 0 0 0

70+ 0 0 0 0 0 0 0 0 0 0 0 0 0

Total 0 0 0 0 0 201 1392 497 297 75 67 18 2,547
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Service 0 1 2 3 4  5-9  10-14 15-19 20-24 25-29 30-34 35+ Total
Age

0-19 0 0 0 0 0 0 0 0 0 0 0 0 0
20-24 0 0 0 0 0 0 0 0 0 0 0 0 0
25-29 0 0 0 0 0 53,866 53,743 0 0 0 0 0 53,831
30-34 0 0 0 0 0 54,274 56,306 56,467 0 0 0 0 55,728
35-39 0 0 0 0 0 54,798 58,304 61,558 0 0 0 0 58,369
40-44 0 0 0 0 0 53,513 58,333 64,027 71,559 0 0 0 61,975
45-49 0 0 0 0 0 52,710 58,166 63,903 73,549 73,149 76,477 0 69,145
50-54 0 0 0 0 0 0 0 61,654 71,077 72,895 78,288 70,641 73,399
55-59 0 0 0 0 0 0 0 0 75,183 0 77,414 67,839 73,944
60-64 0 0 0 0 0 0 0 0 0 0 76,198 74,553 75,467
65-69 0 0 0 0 0 0 0 0 0 0 0 0 0
70+ 0 0 0 0 0 0 0 0 0 0 0 0 0

Total 0 0 0 0 0 54,337 57,936 63,391 72,554 73,071 77,668 69,798 61,469
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Average Age:  40.64  Average Service:  15.87 
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Service 0 1 2 3 4  5-9  10-14 15-19 20-24 25-29 30-34 35+ Total
Age

0-19 0 0 0 0 0 0 0 0 0 0 0 0 0
20-24 31 30 7 4 0 0 0 0 0 0 0 0 72
25-29 44 81 49 85 47 78 0 0 0 0 0 0 384
30-34 28 57 37 83 47 110 0 0 0 0 0 0 362
35-39 9 29 21 65 15 49 0 0 0 0 0 0 188
40-44 6 10 8 20 6 12 0 0 0 0 0 0 62
45-49 4 4 5 5 0 8 0 0 0 0 0 0 26
50-54 0 2 1 2 0 4 0 0 0 0 0 0 9
55-59 0 0 1 2 0 1 0 0 0 0 0 0 4
60-64 0 0 0 0 0 0 0 0 0 0 0 0 0
65-69 0 0 0 0 0 0 0 0 0 0 0 0 0

70+ 0 0 0 0 0 0 0 0 0 0 0 0 0

Total 122 213 129 266 115 262 0 0 0 0 0 0 1,107
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Service 0 1 2 3 4  5-9  10-14 15-19 20-24 25-29 30-34 35+ Total
Age

0-19 0 0 0 0 0 0 0 0 0 0 0 0 0
20-24 39,708 41,805 45,232 45,083 0 0 0 0 0 0 0 0 41,417
25-29 40,667 43,440 45,773 47,640 47,466 50,206 0 0 0 0 0 0 46,217
30-34 41,390 44,493 46,869 47,674 47,562 50,558 0 0 0 0 0 0 47,467
35-39 44,288 46,325 49,321 48,484 47,666 50,912 0 0 0 0 0 0 48,611
40-44 44,510 47,279 49,158 50,144 49,681 50,565 0 0 0 0 0 0 49,046
45-49 40,140 49,294 48,639 51,940 0 51,447 0 0 0 0 0 0 48,931
50-54 0 58,405 52,710 46,680 0 84,875 0 0 0 0 0 0 66,931
55-59 0 0 122,111 56,740 0 51,459 0 0 0 0 0 0 71,763
60-64 0 0 0 0 0 0 0 0 0 0 0 0 0
65-69 0 0 0 0 0 0 0 0 0 0 0 0 0
70+ 0 0 0 0 0 0 0 0 0 0 0 0 0

Total 41,028 44,315 47,602 48,149 47,647 51,074 0 0 0 0 0 0 47,203
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Average Age:  32.16  Average Service:  3.28 
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Service 0 1 2 3 4  5-9  10-14 15-19 20-24 25-29 30-34 35+ Total
Age

0-19 0 0 0 0 0 0 0 0 0 0 0 0 0
20-24 31 30 7 4 0 0 0 0 0 0 0 0 72
25-29 44 81 49 85 47 93 6 0 0 0 0 0 405
30-34 28 57 37 83 47 213 245 11 0 0 0 0 721
35-39 9 29 21 65 15 114 749 88 0 0 0 0 1090
40-44 6 10 8 20 6 28 349 307 81 0 0 0 815
45-49 4 4 5 5 0 10 43 89 160 52 8 0 380
50-54 0 2 1 2 0 4 0 2 55 23 35 3 127
55-59 0 0 1 2 0 1 0 0 1 0 19 11 35
60-64 0 0 0 0 0 0 0 0 0 0 5 4 9
65-69 0 0 0 0 0 0 0 0 0 0 0 0 0

70+ 0 0 0 0 0 0 0 0 0 0 0 0 0

Total 122 213 129 266 115 463 1392 497 297 75 67 18 3,654
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Service 0 1 2 3 4  5-9  10-14 15-19 20-24 25-29 30-34 35+ Total
Age

0-19 0 0 0 0 0 0 0 0 0 0 0 0 0
20-24 39,708 41,805 45,232 45,083 0 0 0 0 0 0 0 0 41,417
25-29 40,667 43,440 45,773 47,640 47,466 50,796 53,743 0 0 0 0 0 46,611
30-34 41,390 44,493 46,869 47,674 47,562 52,355 56,306 56,467 0 0 0 0 51,580
35-39 44,288 46,325 49,321 48,484 47,666 53,128 58,304 61,558 0 0 0 0 56,686
40-44 44,510 47,279 49,158 50,144 49,681 52,249 58,333 64,027 71,559 0 0 0 60,991
45-49 40,140 49,294 48,639 51,940 0 51,700 58,166 63,903 73,549 73,149 76,477 0 67,762
50-54 0 58,405 52,710 46,680 0 84,875 0 61,654 71,077 72,895 78,288 70,641 72,941
55-59 0 0 122,111 56,740 0 51,459 0 0 75,183 0 77,414 67,839 73,695
60-64 0 0 0 0 0 0 0 0 0 0 76,198 74,553 75,467
65-69 0 0 0 0 0 0 0 0 0 0 0 0 0
70+ 0 0 0 0 0 0 0 0 0 0 0 0 0

Total 41,028 44,315 47,602 48,149 47,647 52,491 57,936 63,391 72,554 73,071 77,668 69,798 57,147
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Average Age:  38.07  Average Service:  12.06 
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Service 0 1 2 3 4  5-9  10-14 15-19 20-24 25-29 30-34 35+ Total
Age

0-19 0 0 0 0 0 0 0 0 0 0 0 0 0
20-24 0 0 0 0 0 0 0 0 0 0 0 0 0
25-29 0 0 0 0 0 1 20 0 0 0 0 0 21
30-34 0 0 0 0 0 25 120 38 0 0 0 0 183
35-39 0 0 0 0 0 34 125 63 2 0 0 0 224
40-44 0 0 0 0 0 8 61 119 71 3 0 0 262
45-49 0 0 0 0 0 0 7 49 104 63 1 0 224
50-54 0 0 0 0 0 0 0 2 11 33 23 1 70
55-59 0 0 0 0 0 0 0 0 0 1 8 8 17
60-64 0 0 0 0 0 0 0 0 0 0 0 2 2
65-69 0 0 0 0 0 0 0 0 0 0 0 0 0

70+ 0 0 0 0 0 0 0 0 0 0 0 0 0

Total 0 0 0 0 0 68 333 271 188 100 32 11 1,003
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Service 0 1 2 3 4  5-9  10-14 15-19 20-24 25-29 30-34 35+ Total
Age

0-19 0 0 0 0 0 0 0 0 0 0 0 0 0
20-24 0 0 0 0 0 0 0 0 0 0 0 0 0
25-29 0 0 0 0 0 42,878 49,046 0 0 0 0 0 48,752
30-34 0 0 0 0 0 47,189 51,916 54,885 0 0 0 0 51,887
35-39 0 0 0 0 0 48,277 52,868 59,297 59,570 0 0 0 54,039
40-44 0 0 0 0 0 46,768 55,110 63,513 68,415 64,682 0 0 62,387
45-49 0 0 0 0 0 0 56,145 65,481 71,640 77,929 61,777 0 71,533
50-54 0 0 0 0 0 0 0 56,236 68,134 86,534 83,707 84,703 81,822
55-59 0 0 0 0 0 0 0 0 0 84,703 91,095 90,662 90,515
60-64 0 0 0 0 0 0 0 0 0 0 0 104,850 104,850
65-69 0 0 0 0 0 0 0 0 0 0 0 0 0
70+ 0 0 0 0 0 0 0 0 0 0 0 0 0

Total 0 0 0 0 0 47,620 52,775 61,625 70,089 80,439 84,869 92,700 62,282
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Average Age:  41.39  Average Service:  17.71 
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Service 0 1 2 3 4  5-9  10-14 15-19 20-24 25-29 30-34 35+ Total
Age

0-19 6 0 0 0 0 0 0 0 0 0 0 0 6
20-24 6 3 8 2 0 0 0 0 0 0 0 0 19
25-29 19 9 38 33 0 4 0 0 0 0 0 0 103
30-34 22 17 51 19 1 17 0 0 0 0 0 0 127
35-39 8 3 6 4 0 21 0 0 0 0 0 0 42
40-44 0 2 1 1 0 13 0 0 0 0 0 0 17
45-49 0 0 0 0 0 0 0 0 0 0 0 0 0
50-54 0 0 0 0 0 0 0 0 0 0 0 0 0
55-59 0 0 0 0 0 0 0 0 0 0 0 0 0
60-64 0 0 0 0 0 0 0 0 0 0 0 0 0
65-69 0 0 0 0 0 0 0 0 0 0 0 0 0

70+ 0 0 0 0 0 0 0 0 0 0 0 0 0

Total 61 34 104 59 1 55 0 0 0 0 0 0 314
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Service 0 1 2 3 4  5-9  10-14 15-19 20-24 25-29 30-34 35+ Total
Age

0-19 37,946 0 0 0 0 0 0 0 0 0 0 0 37,946
20-24 37,946 39,084 39,890 42,878 0 0 0 0 0 0 0 0 39,463
25-29 37,946 37,946 40,801 43,050 0 42,878 0 0 0 0 0 0 40,826
30-34 37,946 38,549 41,055 42,978 42,878 45,686 0 0 0 0 0 0 41,103
35-39 37,946 37,946 40,981 42,878 0 46,022 0 0 0 0 0 0 42,887
40-44 0 72,906 76,870 47,431 0 45,768 0 0 0 0 0 0 50,888
45-49 0 0 0 0 0 0 0 0 0 0 0 0 0
50-54 0 0 0 0 0 0 0 0 0 0 0 0 0
55-59 0 0 0 0 0 0 0 0 0 0 0 0 0
60-64 0 0 0 0 0 0 0 0 0 0 0 0 0
65-69 0 0 0 0 0 0 0 0 0 0 0 0 0
70+ 0 0 0 0 0 0 0 0 0 0 0 0 0

Total 37,946 40,404 41,213 43,084 42,878 45,629 0 0 0 0 0 0 41,621
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Average Age:  31.02  Average Service:  2.94 
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Service 0 1 2 3 4  5-9  10-14 15-19 20-24 25-29 30-34 35+ Total
Age

0-19 6 0 0 0 0 0 0 0 0 0 0 0 6
20-24 6 3 8 2 0 0 0 0 0 0 0 0 19
25-29 19 9 38 33 0 5 20 0 0 0 0 0 124
30-34 22 17 51 19 1 42 120 38 0 0 0 0 310
35-39 8 3 6 4 0 55 125 63 2 0 0 0 266
40-44 0 2 1 1 0 21 61 119 71 3 0 0 279
45-49 0 0 0 0 0 0 7 49 104 63 1 0 224
50-54 0 0 0 0 0 0 0 2 11 33 23 1 70
55-59 0 0 0 0 0 0 0 0 0 1 8 8 17
60-64 0 0 0 0 0 0 0 0 0 0 0 2 2
65-69 0 0 0 0 0 0 0 0 0 0 0 0 0

70+ 0 0 0 0 0 0 0 0 0 0 0 0 0

Total 61 34 104 59 1 123 333 271 188 100 32 11 1,317
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Service 0 1 2 3 4  5-9  10-14 15-19 20-24 25-29 30-34 35+ Total
Age

0-19 37,946 0 0 0 0 0 0 0 0 0 0 0 37,946
20-24 37,946 39,084 39,890 42,878 0 0 0 0 0 0 0 0 39,463
25-29 37,946 37,946 40,801 43,050 0 42,878 49,046 0 0 0 0 0 42,168
30-34 37,946 38,549 41,055 42,978 42,878 46,581 51,916 54,885 0 0 0 0 47,469
35-39 37,946 37,946 40,981 42,878 0 47,416 52,868 59,297 59,570 0 0 0 52,278
40-44 0 72,906 76,870 47,431 0 46,149 55,110 63,513 68,415 64,682 0 0 61,686
45-49 0 0 0 0 0 0 56,145 65,481 71,640 77,929 61,777 0 71,533
50-54 0 0 0 0 0 0 0 56,236 68,134 86,534 83,707 84,703 81,822
55-59 0 0 0 0 0 0 0 0 0 84,703 91,095 90,662 90,515
60-64 0 0 0 0 0 0 0 0 0 0 0 104,850 104,850
65-69 0 0 0 0 0 0 0 0 0 0 0 0 0
70+ 0 0 0 0 0 0 0 0 0 0 0 0 0

Total 37,946 40,404 41,213 43,084 42,878 46,730 52,775 61,625 70,089 80,439 84,869 92,700 57,356
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Average Age:  38.92  Average Service:  14.19
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Inactive Teachers 

Service Retirees 

 
 

District 
Count 

Average 
District 
Benefit 

Total 
Count 

Combined 
District and 
Fed Benefit 

Under 35 0 $0 0 $0 
35-39 0 $0 0 $0 
40-44 0 $0 0 $0 
45-49 0 $0 0 $0 
50-54 15 $5,847 17 $35,501 
55-59 472 $5,332 541 $36,283 
60-64 493 $3,696 806 $35,490 
65-69 228 $3,394 897 $35,407 
70-74 70 $3,381 842 $33,704 
75-79 7 $2,274 568 $32,309 
80-84 2 $4,686 417 $33,217 
85-89 0 $0 263 $34,275 
90-94 0 $0 158 $36,664 
95-99 0 $0 56 $40,893 
100 and over 0 $0 7 $44,679 

Total  1,287 $4,244 4,572 $34,687 
 

Beneficiaries 

 
 

District 
Count 

Average 
District 
Benefit 

Total 
Count 

Combined 
District and 
Fed Benefit 

Under 19 18 $1,646 40 $6,146 
20-24 1 $437 13 $5,171 
25-29 0 $0 0 $0 
30-34 0 $0 1 $5,196 
35-39 0 $0 1 $1,512 
40-44 0 $0 4 $7,443 
45-49 6 $3,038 9 $13,772 
50-54 4 $2,454 11 $12,364 
55-59 21 $1,951 37 $14,608 
60-64 14 $1,926 45 $14,464 
65-69 12 $1,274 38 $16,420 
70-74 20 $1,775 56 $16,335 
75-79 15 $1,493 67 $17,524 
80-84 10 $1,570 53 $18,482 
85-89 3 $1,155 44 $22,654 
90-94 3 $1,318 31 $25,889 
95-99 0 $0 10 $21,533 
100 and over 0 $0 1 $35,448 

Total   127 $1,751  461 $16,363 
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Inactive Teachers 

Disabled 

 
 

District 
Count 

Average 
District 
Benefit 

Total 
Count 

Combined 
District and 
Fed Benefit 

Under 25 0 $0 0 $0 
25-29 0 $0 0 $0 
30-34 1 $17,352 1 $17,352 
35-39 1 $18,888 1 $18,888 
40-44 0 $0 5 $17,380 
45-49 8 $21,653 11 $20,252 
50-54 15 $22,598 23 $21,761 
55-59 28 $23,278 76 $22,560 
60-64 7 $15,094 59 $21,671 
65-69 2 $3,530 80 $22,982 
70-74 0 $0 60 $22,674 
75-79 0 $0 64 $26,473 
80-84 0 $0 63 $31,111 
85-89 0 $0 37 $28,582 
90-94 0 $0 8 $25,026 
95-99 0 $0 3 $26,472 
100 and over 0 $0 0 $0 

Total    62 $21,176  491 $24,501 
 

Terminated Vested 

 
 

District 
Count 

Average 
District 
Benefit 

Total 
Count 

Combined 
District and 
Fed Benefit 

Under 25 0 $0 0 $0 
25-29 0 $0 2 $4,764 
30-34 9 $4,410 17 $5,361 
35-39 13 $5,327 19 $7,537 
40-44 15 $5,973 16 $12,078 
45-49 20 $6,631 22 $14,809 
50-54 23 $6,641 24 $21,088 
55-59 15 $6,661 16 $23,305 
60-64 5 $5,461 6 $17,487 
65-69 2 $6,120 2 $48,222 
70-74 0 $0 0 $0 
75-79 0 $0 0 $0 
80-84 0 $0 0 $0 
85-89 0 $0 0 $0 
90-94 0 $0 0 $0 
95-99 0 $0 0 $0 
100 and over 0 $0 0 $0 

Total   102 $6,111  124 $14,865 
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Inactive Police Officers 

Service Retirees 

 
 

District 
Count 

Average 
District 
Benefit 

Total 
Count 

Combined 
District and 
Fed Benefit 

Under 35 0 $0 0 $0 
35-39 0 $0 0 $0 
40-44 0 $0 0 $0 
45-49 101 $5,784 140 $40,584 
50-54 214 $4,887 670 $39,571 
55-59 107 $3,725 1,068 $40,710 
60-64 17 $4,287 598 $42,231 
65-69 0 $0 365 $40,697 
70-74 0 $0 145 $48,627 
75-79 0 $0 104 $56,840 
80-84 0 $0 24 $58,627 
85-89 0 $0 21 $61,387 
90-94 0 $0 6 $46,370 
95-99 0 $0 1 $52,356 
100 and over 0 $0 0 $0 

Total   439 $4,787 3,142 $41,938 
 

Beneficiaries 

 
 

District 
Count 

Average 
District 
Benefit 

Total 
Count 

Combined 
District and 
Fed Benefit 

Under 19 56 $768 91 $5,108 
20-24 8 $595 16 $8,561 
25-29 0 $0 0 $0 
30-34 3 $8,554 10 $18,829 
35-39 7 $3,616 10 $20,208 
40-44 8 $3,831 21 $18,510 
45-49 30 $2,339 58 $17,775 
50-54 44 $1,947 97 $19,149 
55-59 46 $1,911 130 $19,876 
60-64 38 $2,372 124 $21,225 
65-69 39 $1,900 128 $23,390 
70-74 41 $1,794 117 $23,499 
75-79 40 $1,359 133 $23,119 
80-84 34 $1,239 138 $24,158 
85-89 29 $1,107 124 $25,000 
90-94 9 $1,276 42 $24,292 
95-99 1 $1,258 15 $24,762 
100 and over 0 $0 2 $22,158 

Total   433 $1,737 1,256 $20,838 
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Inactive Police Officers 

Disabled 

 
 

District 
Count 

Average 
District 
Benefit 

Total 
Count 

Combined 
District and 
Fed Benefit 

Under 25 0 $0 0 $0 
25-29 1 $17,232 1 $17,232 
30-34 12 $25,044 13 $24,321 
35-39 32 $24,435 41 $22,451 
40-44 27 $26,195 51 $22,396 
45-49 26 $19,037 77 $29,211 
50-54 14 $3,709 152 $33,246 
55-59 3 $3,730 210 $32,633 
60-64 1 $2,794 175 $34,514 
65-69 0 $0 153 $37,689 
70-74 0 $0 130 $41,285 
75-79 0 $0 165 $43,632 
80-84 0 $0 71 $42,211 
85-89 0 $0 53 $47,439 
90-94 0 $0 20 $50,889 
95-99 0 $0 3 $62,558 
100 and over 0 $0 0 $0 

Total   116 $20,412 1,315 $36,229 
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Inactive Fire Fighters 

Service Retirees 

 
 

District 
Count 

Average 
District 
Benefit 

Total 
Count 

Combined 
District and 
Fed Benefit 

Under 35 0 $0 0 $0 
35-39 0 $0 0 $0 
40-44 0 $0 0 $0 
45-49 17 $7,764 19 $40,487 
50-54 55 $7,571 97 $48,107 
55-59 31 $5,516 221 $49,266 
60-64 6 $2,624 252 $49,375 
65-69 0 $0 162 $45,411 
70-74 0 $0 89 $51,665 
75-79 0 $0 50 $59,483 
80-84 0 $0 24 $61,914 
85-89 0 $0 7 $65,290 
90-94 0 $0 2 $50,862 
95-99 0 $0 1 $57,204 
100 and over 0 $0 0 $0 

Total   109 $6,745  924 $49,564 
 

Beneficiaries 

 
 

District 
Count 

Average 
District 
Benefit 

Total 
Count 

Combined 
District and 
Fed Benefit 

Under 19 17 $2,886 34 $4,486 
20-24 3 $206 5 $3,019 
25-29 0 $0 1 $25,788 
30-34 1 $12,324 1 $18,948 
35-39 1 $805 2 $35,016 
40-44 2 $1,957 9 $15,911 
45-49 6 $1,137 9 $17,107 
50-54 9 $2,682 17 $16,495 
55-59 12 $1,413 32 $22,493 
60-64 18 $1,864 56 $21,126 
65-69 10 $1,710 41 $24,980 
70-74 16 $1,789 57 $23,382 
75-79 24 $1,039 72 $25,751 
80-84 23 $1,480 65 $25,087 
85-89 14 $1,328 58 $28,438 
90-94 3 $1,150 25 $25,608 
95-99 0 $0 7 $20,302 
100 and over 0 $0 1 $22,188 

Total   159 $1,729  492 $22,476 
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Inactive Fire Fighters 

Disabled 

 
 

District 
Count 

Average 
District 
Benefit 

Total 
Count 

Combined 
District and 
Fed Benefit 

Under 25 0 $0 0 $0 
25-29 0 $0 0 $0 
30-34 1 $27,060 1 $27,060 
35-39 1 $16,788 1 $16,788 
40-44 1 $20,292 4 $16,470 
45-49 14 $25,993 30 $31,684 
50-54 17 $9,896 50 $37,850 
55-59 4 $1,019 55 $38,311 
60-64 0 $0 96 $40,984 
65-69 0 $0 83 $39,887 
70-74 0 $0 69 $42,501 
75-79 0 $0 60 $46,536 
80-84 0 $0 61 $46,849 
85-89 0 $0 39 $51,895 
90-94 0 $0 5 $58,236 
95-99 0 $0 1 $33,811 
100 and over 0 $0 0 $0 

Total    38 $15,798  555 $41,867 
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Changes in Plan Membership 

Teachers 
 

 Actives 

Non-Vested 
Terminations 
Due Refunds 

Vested 
Terminations Disabled Retired Beneficiaries 

Total 
Participants 

October 1, 2002 6,558 0 0 493 4,396 445 11,892 

New Entrants 611 - - - - - 611 

Rehires 38 - - - - - 38 

Disabilities (18) - - 19 (1) - 0 

Retirements (290) - - - 290 - 0 

Vested Terminations (124) - 124 - - - 0 

Died, With Beneficiaries' 
Benefit Payable (3) - - (2) (23) 28 0 

Died, Without Beneficiary, and 
Other Terminations  (433) 429 - (20) (103) - (127) 

Transfers - - - - - - 0 

Refund of Contributions (193) - - - - - (193) 

Beneficiary Deaths - - - - - (22) (22) 

Domestic Relations Orders - - - - - 1 1 

Data Corrections (1) 1 - 1 13 9 23 

October 1, 2003 6,145 430 124 491 4,572 461 12,223 
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Changes in Plan Membership 
Police Officers 

 

 Actives 

Non-Vested 
Terminations 
Due Refunds 

Vested 
Terminations Disabled Retired Beneficiaries 

Total 
Participants 

October 1, 2002 3,543  0  0  1,343  3,145  1,222  9,253  

New Entrants 173 - - - - - 173 

Rehires 62 - - - - - 62 

Disabilities (20) - - 20 - - 0 

Retirements (32) - - - 32 - 0 

Vested Terminations -  - - - - 0 

Died, With Beneficiaries' 
Benefit Payable (5) - - (22) (32) 67 8 

Died, Without Beneficiary, and 
Other Terminations  (23) 23 - (27) (6) - (56) 

Transfers (2) - - - - - (2) 

Refund of Contributions (41) - - - - - (18) 

Beneficiary Deaths - - - - - (64) (64) 

Domestic Relations Orders  - - - - 12 12 

Data Corrections (1) - - 1 3 19 22 

October 1, 2003 3,654  23  0  1,315  3,142  1,256  9,390  
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Changes in Plan Membership 
Fire Fighters 

 

 Actives 

Non-Vested 
Terminations 
Due Refunds 

Vested 
Terminations Disabled Retired Beneficiaries 

Total 
Participants 

October 1, 2002 1,273  0  0  571  916  492  3,252  

New Entrants 98  - - - - 98 

Rehires 1  - - - - 1 

Disabilities (1)  - 1 - - 0 

Retirements (24)  - - 24 - 0 

Vested Terminations (1)  1 - - - 0 

Died, With Beneficiaries' 
Benefit Payable (2)  - (5) (13) 20 0 

Died, Without Beneficiary, and 
Other Terminations  (23) 23 - (12) (3) - (15) 

Transfers 2  - - - - 2 

Refund of Contributions (6)  - - - - (6) 

Beneficiary Deaths -  - - - (28) (28) 

Domestic Relations Orders      2 2 

Data Corrections   - - - 6 6 

October 1, 2003 1,317  23  1  555  924  492  3,312  
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1.3:  Actuarial Methods and Assumptions 

Actuarial Funding Method 

The funding method required by the “Replacement Plan Act” is the aggregate funding method.  Under this 
Method, the District must contribute the level percent of pay that – combined with the actuarial value of 
assets, expected investment earnings, and future employee contributions – will pay for the benefits of the 
current participants by the time the current workforce leaves employment.   

Actuarial Assumptions 

Valuation Date All assets and liabilities are computed as of October 1, 2003. 

Rate of Return The annual rate of return on all Fund assets is assumed to be 
7.25%, net of investment and administrative expenses. 

Cost of Living The cost of living as measured by the Consumer Price Index 
(CPI) will increase at the rate of 5.00% per year. 

Increases in Pay Assumed pay increases for active Members consist of increases 
due to cost of living adjustments and promotion and increases 
due to longevity and retention incentives.  Cost of living 
increases are assumed to result in a general wage increase of 
5.0% for all employees.  Sample rates for the increases due to 
promotions are given in the table below.  Rates for the 
longevity and retention incentives are given separately. 

Service Teachers 
Police 

Officers Fire Fighters 
0 4.000% 5.000% 2.500% 
5 4.000% 3.563% 2.500% 

10 3.000% 2.584% 2.500% 
15 2.000% 2.314% 2.500% 
20 1.000% 2.000% 2.500% 
25 0.159% 1.100% 2.500% 
30 0.393% 0.500% 2.500% 
35 0.331% 0.000% 2.500% 
40 0.270% 0.000% 0.000%  

Active Member Mortality Rates of mortality for active male Teachers are given by the 
1994 Uninsured Pension (UP94) Male Table with generational 
improvement using Projection Scale AA, with a one-year age 
set forward.  Rates of mortality for active female Teachers are 
given by the 1994 Uninsured Pension (UP94) Female Table 
with generational improvement using Projection Scale AA, with 
a one-year age set forward.   

Rates of mortality for active male Police Officers and Fire 
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Fighters are given by the 1994 Uninsured Pension (UP94) Male 
Table with generational improvement using Projection Scale 
AA, with a three-year age set forward.  Rates of mortality for 
active female Police Officers and Fire Fighters are given by the 
1994 Uninsured Pension (UP94) Female Table with 
generational improvement using Projection Scale AA, with a 
three-year age set forward.   

25% of all Police Officer and Fire Fighter active deaths are 
assumed to occur in the line of duty. 

Retired Member Mortality Rates of mortality for retired male Teachers are given by the 
1994 Uninsured Pension (UP94) Male Table with generational 
improvement using Projection Scale AA.  Rates of mortality 
for active female Teachers are given by the 1994 Uninsured 
Pension (UP94) Female Table with generational improvement 
using Projection Scale AA.   

Rates of mortality for active male Police Officers and Fire 
Fighters are given by the 1994 Uninsured Pension (UP94) Male 
Table with generational improvement using Projection Scale 
AA, with a two-year age set forward.  Rates of mortality for 
active female Police Officers and Fire Fighters are given by the 
1994 Uninsured Pension (UP94) Female Table with 
generational improvement using Projection Scale AA, with a 
two-year age set forward.   

Disabled Member Mortality Rates of mortality among disabled Members are specified for 
male and female members; separate tables are used for 
Teachers and for Public Safety disabled members.  Sample 
rates for Teachers are as follows: 

Age Male Female 
20 2.4000% 2.4000% 
30 2.4000% 2.4000% 
40 2.4000% 2.4000% 
50 2.4545% 2.4000% 
60 2.5910% 2.4000% 
70 3.8006% 2.4000% 
80 7.2111% 4.1413% 
90 13.1554% 10.0013% 

Sample rates for Police Officers and Fire Fighters are as 
follows: 

Age Male Female 
20 0.9033% 0.5616% 
30 0.9033% 0.5616% 
40 0.9033% 0.5616% 
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50 0.9033% 0.5616% 
60 1.3029% 0.8310% 
70 2.6405% 1.7147% 
80 6.4974% 4.2282% 
90 15.6801% 12.2128%  

Service Retirement Retirement is assumed to occur among Teachers in accordance 
with the table below: 

Age First Year Eligible Subsequent Years 
50 20% 20% 
51 20% 20% 
52 20% 20% 
53 20% 20% 
54 20% 20% 
55 20% 20% 
56 40% 20% 
57 60% 20% 
58 60% 20% 
59 60% 20% 
60 20% 20% 
61 20% 20% 
62 20% 20% 
63 20% 20% 
64 20% 20% 
65 20% 20% 
66 20% 20% 
67 20% 20% 
68 20% 20% 
69 20% 20% 
70 100% 100% 

For Police Officers and Fire Fighters, the following rates of 
retirement are assumed.   

Age Police Officers Fire Fighters 
40 7.5% 2.0% 
41 10.0% 3.0% 
42 12.0% 4.0% 
43 15.0% 5.0% 
44 15.0% 5.0% 
45 15.0% 6.0% 
46 15.0% 7.0% 
47 17.0% 8.0% 
48 19.0% 9.0% 
49 21.0% 11.0% 
50 23.0% 13.0% 
51 25.0% 15.0% 
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52 25.0% 20.0% 
53 25.0% 25.0% 
54 30.0% 30.0% 
55 40.0% 35.0% 
56 50.0% 35.0% 
57 50.0% 35.0% 
58 50.0% 35.0% 
59 50.0% 35.0% 
60 100% 100% 

It is assumed that all Police Officers and Fire Fighters retire 
after 31 years of service. 

Disability Separate rates of disability are assumed among Teachers and 
Safety Employees (Police Officers and Fire Fighters), with 
rates for both sexes combined.  Below are sample rates: 

Age Teachers Safety 
25 0.0300% 0.2630% 
30 0.0572% 0.3450% 
35 0.0932% 0.5100% 
40 0.1292% 0.7500% 
45 0.2040% 1.1780% 
50 0.3212% 1.9500% 
55 0.5520% 3.4650% 
60 0.5700% 4.9500% 
65 0.0000% 4.9500% 

 
For Police Officers and Fire Fighters, it is assumed that 50% of 
the disabilities are due to accidents in the line of duty.   
 
The benefit amount for some members is defined to be based on 
the “% of disability.”  For all Police Officer and Fire Fighter 
disabilities, the “% of disability” is assumed to be 100%. 

Withdrawal Separate rates of withdrawal/termination are assumed among 
Teachers, Police Officers, and Fire Fighters, with rates for both 
sexes combined.  Withdrawal rates are not applied to Members 
eligible for service retirement.   

Age Teachers 
Police 

Officers Fire Fighters 
20 25.00% 12.13% 1.60% 
25 23.00% 6.57% 1.60% 
30 16.00% 4.23% 1.60% 
35 11.00% 2.32% 1.60% 
40 6.80% 1.33% 1.60% 
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45 4.80% 1.03% 1.60% 
50 3.60% 0.00% 0.00% 
55 0.00% 0.00% 0.00% 
60 0.00% 0.00% 0.00% 

 

For Police and Fire Fighters, all terminations are assumed to 
result in the withdrawal of contributions, with no further 
benefits payable.  For Teachers with more than 5 years of 
service, terminated employees are expected to receive a 
deferred vested benefit.  Teachers with less than 5 years of 
service receive a refund of accumulated contributions. 

Pay for Benefits Allowances have been made for special increases in 
Compensation prior to termination or retirement.  For Police 
Officers, an additional increase of 5.0% is given for the Base 
Retention Differential after 20 years of service.  Also, Police 
Officers are assumed to receive a longevity increase of 15.0% 
after 25 years of service, and an additional 5.0% after 30 years 
of service.  Fire fighters receive retention incentives of 5.0%, 
10.0%, and 15.0% applied to base pay after 15, 20, and 25 
years of service, respectively. 

Family Composition 64% of Teachers and 80% of Police Officers and Fire Fighters 
are assumed to be married.  Male spouses are assumed to be 
three years older than their wives.  Active employees are 
assumed to have one dependent child aged 10. 

Employment Status No future transfers among member groups are assumed. 
 

Actuarial Value of Plan Assets 

The actuarial value of District assets is modified market-related value.  The actuarial value of assets 
method approved by the Board is the expected actuarial value of assets (assuming a 7.25% rate of return) 
plus 1/3 of the difference between the expected and actual market value of assets.  There is then a final 
adjustment made for the effect of the adjustment pursuant to D.C. Code §1-907.02(c).  This adjustment is 
explained and developed in Section 3.5. 

The detailed calculation of the actuarial value of District assets is shown in Section 2.5. 

Participant Data 

Data on active and inactive Members and their beneficiaries as of the valuation date was supplied by the 
Office of Pay and Retirement Services on electronic media.  As is usual in studies of this type, Member 
data was neither verified nor audited. 

Certain assumptions were made with respect to information provided by the District of Columbia: 
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• Charter school teachers data is not available, so the active liabilities and payroll were increased by 
1.5% 

• The data is incomplete with respect to former members who have a deferred vested benefit.   

• For Police Officers and Fire Fighters, we have assumed that all who terminate prior to retirement 
withdraw their contributions and are no longer eligible for a retirement benefit.   

• For Teachers, we have begun to track vested members who terminate and do not receive a refund 
of contributions.  Our database of terminations will improve as we accumulate more experience. 

• To value the pre-retirement death benefit for Police Officers and Fire Fighters, the benefit form for 
all retirements (normal or disabled) is assumed to be a 54.2% Joint and Survivor annuity for all 
participants. 
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2.1:  Current Value of District Assets as of October 1, 2003 

The allocation of benefit payments and investment income between police and fire are approximations 
based on the most recent information available from the District of Columbia and the D.C. Retirement 
Board. 

All $ amounts in millions. 

  Teachers Police Fire Police & Fire Total Fund 
       

(1) Current Value of Assets as of 
October 1, 20022 

$733.1 $774.9 $309.4 $1,084.3 $1,817.4 

       
(2) FY 2003 District Contributions $0.0 $52.5 $16.4 $68.9 $68.9 

       
(3) FY 2003 Employee Contributions $26.0 $14.3 $5.4 $19.7 $45.7 

       
(4) FY 2003 Actual Benefit Payments3 $0.0 ($0.2) ($0.1) ($0.3) ($0.3) 

       
(5) FY 2003 Investment Earnings $120.7 $129.2 $50.8 $180.0 $300.7 

       
(6) Actual Current Value of Assets as of 

October 1, 2003 
$879.8 $970.7 $381.9 $1,352.6 $2,232.4 

       
(7) Benefits Payable for FY 2003 ($5.1) ($4.5) ($1.3) ($5.8) ($10.9) 

       
(8) Final Current Value of Assets as of 

October 1, 2003 
$874.7 $966.2 $380.6 $1,346.8 $2,221.5 

       
(9) Approximate Rate of Return     16.3% 

                                                   

2 The current value of assets as of October 1, 2002 was equal to the market value less estimated benefits payable of 
$3.8 million for the Teachers, $1.9 million for the Police Officers, and $1.0 million for the Fire Fighters. 

3  The fund paid $6.7 million in benefits which was already reflected as benefits payable. 
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2.2:  Actuarial Value of District Assets as of October 1, 2003 

The current actuarial value of assets method approved by the Board is the expected actuarial value of 
assets (assuming a 7.25% return on the previous year’s AVA) plus 1/3 of the difference between the 
expected and actual current value of assets.  There is then a final adjustment made for the effect of the 
adjustment pursuant to D.C. Code §1-907.02(c).   

All $ amounts in millions. 

  Teachers Police Fire Police & Fire Total Fund 
       

(1) Actuarial Value of Assets as of 
October 1, 2002 

$860.9 $916.7 $362.1 $1,278.9 $2,139.8 

       
(2) FY 2003 District Contributions $0.0 $52.5 $16.4 $68.9 $68.9 

       
(3) FY 2003 Employee Contributions $26.0 $14.3 $5.4 $19.7 $45.7 

       
(4) FY 2003 Estimated Benefit Payments ($5.1) ($4.7) ($1.4) ($6.1) ($11.2) 

       
(5) FY 2003 Expected Investment 

Earnings 
$63.2 $70.6 $27.6 $98.2 $161.4 

       
(6) Expected Actuarial Value of Assets 

as of October 1, 2003 
$945.0 $1,049.4 $410.1 $1,459.6 $2,404.6 

       
(7) Final Current Value of Assets as of 

October 1, 2003 
$874.7 $966.2 $380.6 $1,346.8 $2,221.5 

       
(8) Smoothed Value of Assets as of 

October 1, 2003 [(6) + 1/3 x (7 – 6)]  
$921.6 $1,021.7 $400.3 $1,422.0 $2,343.6 

       
(9) Present Value of D.C. Code §1-

907.02(c) Adjustment 
($3.8) $5.2 $0.6 $5.8 $2.0 

       
(10) Final Actuarial Value of Assets as of 

October 1, 2003 [(8) + (9)] 
$917.8 $1,026.9 $400.9 $1,427.8 $2,345.6 

       
(10) Approximate Rate of Return (on 

AVA) 
4.6% 4.5% 4.8% 4.6% 4.6% 
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3.1:  Computation of Fiscal Year 2005 District Payment 

This table shows the development of the fiscal year 2005 District payment.  It represents the values used 
for the Required Actuarial Certification under D.C. Code §1-907.  All $ amounts in millions. 

 
  Teachers Police Fire Total 
      

(1) Present Value of Future 
District Benefits 

$1,227.7 $2,144.9 $747.7 $4,120.3 

      
(2) Actuarial Value of Assets 

(Section 2.2) 
917.8 1,026.9 400.9 2,345.6 

      
(3) Present Value of Future 

Employee Contributions 
223.7 189.7 65.2 478.6 

       
(4) Present Value of Future 

Normal Costs [(1) – (2) – 
(3), not less than $0] 

$86.2 $928.3 $281.6 $1,296.2 

      
(5) Present Value Future 

Payroll 
$3,052.0 $2,560.4 $884.8 $6,497.2 

       
(6) Normal Contribution Rate 

[(4) ÷ (5)] 
2.8% 36.3% 31.8% 17.5% 

      
(7) Projected FY 2005 Payroll $364.1 $222.3 $80.1 $666.5 

       
(8) Projected FY 2005 Payment 

Before §1-907.02(c) [(6) x 
(7)] 

$10.2 $80.7 $25.5 $116.4 

      
(9) D.C. Code §1-907.02(c) 

Adjustment (Section 3.5) 
($1.0) $3.4 $2.0 $4.4 

       
(10) FY 2005 Payment  

[(8) + (9), not less than $0] 
$9.2 $84.1 $27.5 $120.8 
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3.2:  Computation of FY 2003 Gain/Loss 

Total Plan 
This table shows the development of the gains & losses for the FY 2005 payment.  All $ amounts in millions 

Changes are due to (in order): change in actuary / valuation system, non-salary based demographics, salary changes, new entrants and asset returns. 
 

  2002 Results 
Milliman 

Calculations 

2002 Results 
EFI 

Recalculation 

2003 Results, 
Returning Members, 

Expected Salaries, 
Expected Assets 

2003 Results, 
Returning Members, 

Actual Salaries, 
Expected Assets 

2003 Results, 
 Returning  Members, 

 Actual Salaries, 
Actual Assets 

2003 Results, 
 All Members, 

Actual Salaries, 
Actual Assets 

        
(1) Present Value of 

Future District 
Benefits 

$3,768.3 $3,733.8 $3,986.4 $3,976.8 $3,976.8 $4,120.3 

(2) Actuarial Value of 
Assets 

2,139.8 2,139.8 2,406.5 2,406.5 2,345.6 2,345.6 

(3) Present Value of 
Future Employee 
Contributions 

473.4 463.3 443.0 441.8 441.8 478.6 

(4) Present Value of 
Future Normal Costs 

$1,155.1 $1,130.7 $1,136.9 $1,128.5 $1,189.4 $1,296.2 

(5) Present Value Future 
Payroll 

$6,430.5 $6,329.0 $6,056.3 $6,038.8 $6,038.8 $6,497.2 

(6) Normal Contribution 
Rate  

15.2% 15.3% 16.4% 16.3% 17.3% 17.5% 

(7) Projected FY 2005 
Payroll 

$646.5 $649.3 $630.7 $628.8 $628.8 $666.6 

(8) Projected FY 2005 
Payment before 
Adjustments 

$98.4 $99.3 $103.2 $102.3 $108.5 $116.4 

(9) (Gain)/Loss (% of 
payroll)  

N/A 0.1% 1.1% (0.1%) 1.0% 0.2% 

(10) (Gain)/Loss ($  
Amount) 

N/A $0.9 $3.9 ($0.9) $6.2 $7.9 
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Teachers’ Retirement Fund Gain/Loss 

This table shows the development of the gains & losses for the Teachers’ FY 2005 payment.  All $ amounts in millions. 
Changes are due to (in order): change in actuary / valuation system, non-salary based demographics, salary changes, asset returns, and new entrants. 

 
  2002 Results 

Milliman 
Calculations 

2002 Results 
EFI 

Recalculation 

2003 Results, 
Returning Members, 

Expected Salaries, 
Expected Assets 

2003 Results, 
Returning Members, 

Actual Salaries, 
Expected Assets 

2003 Results, 
 Returning  Members, 

 Actual Salaries, 
Actual Assets 

2003 Results, 
 All Members, 

Actual Salaries, 
Actual Assets 

        
(1) Present Value of 

Future District 
Benefits 

$1,117.6 $1,146.8 $1,184.2 $1,178.7 $1,178.7 $1,227.7 

(2) Actuarial Value of 
Assets 

860.9 860.9 941.2 941.2 917.8 917.8 

(3) Present Value of 
Future Employee 
Contributions 

231.1 226.4 204.5 203.5 203.5 223.7 

(4) Present Value of 
Future Normal Costs 

$25.6 $59.6 $38.4 $34.0 $57.4 $86.2 

(5) Present Value Future 
Payroll 

$3,108.8 $3,106.3 $2,811.3 $2,796.9 $2,796.9 $3,052.0 

(6) Normal Contribution 
Rate  

0.8% 1.9% 1.4% 1.2% 2.1% 2.8% 

(7) Projected FY 2005 
Payroll 

$366.1 $371.5 $339.1 $337.5 $337.5 $364.1 

(8) Projected FY 2005 
Payment before 
Adjustments 

$2.9 $7.1 $4.7 $4.1 $7.1 $10.2 

(9) (Gain)/Loss (% of 
payroll)  

N/A 1.1% (0.5%) (0.2%) 0.9% 0.7% 

(10) (Gain)/Loss ($  
Amount) 

N/A $4.2 ($2.4) ($0.6) $3.0 $3.1 
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Police Officers Retirement Fund Gain/Loss 

This table shows the development of the gains & losses for the Police Officers’ FY 2005 payment.  All $ amounts in millions. 
Changes are due to (in order): change in actuary / valuation system, non-salary based demographics, salary changes, new entrants and asset returns. 

 
  2002 Results 

Buck 
Calculations 

2002 Results 
EFI 

Recalculation 

2003 Results, 
Returning Members, 

Expected Salaries, 
Expected Assets 

2003 Results, 
Returning Members, 

Actual Salaries, 
Expected Assets 

2003 Results, 
 Returning  Members, 

 Actual Salaries, 
Actual Assets 

2003 Results, 
 All Members, 

Actual Salaries, 
Actual Assets 

        
(1) Present Value of 

Future District 
Benefits 

$1,959.1 $1,916.0 $2,089.7 $2,083.0 $2,083.0 $2,144.9 

(2) Actuarial Value of 
Assets 

916.7 916.7 1,054.6 1,054.6 1,026.9 1,026.9 

(3) Present Value of 
Future Employee 
Contributions 

186.3 176.9 179.5 178.9 178.9 189.7 

(4) Present Value of 
Future Normal Costs 

$856.1 $822.3 $855.6 $849.5 $877.2 $928.3 

(5) Present Value Future 
Payroll 

$2,547.1 $2400.2 $2,436.1 $2,428.0 $2,428.0 $2,560.4 

(6) Normal Contribution 
Rate  

33.6% 34.3% 35.1% 35.0% 36.1% 36.3% 

(7) Projected FY 2005 
Payroll 

$203.7 $203.2 $215.4 $214.8 $214.8 $222.3 

(8) Projected FY 2005 
Payment before 
Adjustments 

$68.4 $69.7 $75.6 $75.2 $77.5 $80.7 

(9) (Gain)/Loss (% of 
payroll)  

N/A 0.7% 0.8% (0.1%) 1.1% 0.2% 

(10) (Gain)/Loss ($  
Amount) 

N/A $1.3 $5.9 ($0.4) $2.3 $3.2 
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Fire Fighters’ Retirement Fund Gain/Loss 

This table shows the development of the gains & losses for the Fire Fighters’ FY 2005 payment.  All $ amounts in millions. 
Changes are due to (in order): change in actuary / valuation system, non-salary based demographics, salary changes, new entrants and asset returns. 

 
  2002 Results 

Buck 
Calculations 

2002 Results 
EFI 

Recalculation 

2003 Results, 
Returning Members, 

Expected Salaries, 
Expected Assets 

2003 Results, 
Returning Members, 

Actual Salaries, 
Expected Assets 

2003 Results, 
 Returning  Members, 

 Actual Salaries, 
Actual Assets 

2003 Results, 
 All Members, 

Actual Salaries, 
Actual Assets 

        
(1) Present Value of 

Future District 
Benefits 

$691.6 $671.0 $712.6 $715.2 $715.2 $747.7 

(2) Actuarial Value of 
Assets 

362.2 362.2 410.7 410.7 400.9 400.9 

(3) Present Value of 
Future Employee 
Contributions 

56.0 60.0 59.0 59.4 59.4 65.2 

(4) Present Value of 
Future Normal Costs 

$273.4 $248.7 $242.9 $245.0 $254.8 $281.6 

(5) Present Value Future 
Payroll 

$774.6 $822.5 $808.8 $814.0 $814.0 $884.8 

(6) Normal Contribution 
Rate  

35.3% 30.2% 30.0% 30.1% 31.3% 31.8% 

(7) Projected FY 2005 
Payroll 

$76.7 $74.6 $76.3 $76.5 $76.5 $80.1 

(8) Projected FY 2005 
Payment before 
Adjustments 

$27.1 $22.5 $22.9 $23.0 $23.9 $25.5 

(9) (Gain)/Loss (% of 
payroll)  

N/A (5.1%) (0.2%) 0.1% 1.2% 0.5% 

(10) (Gain)/Loss ($  
Amount) 

N/A ($4.6) $0.4 $0.1 $0.9 $1.6 
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3.3:  Summary of Principal Valuation Results 

Teachers’ Retirement Fund 
($ in millions) 

 
Participant Data 

   Change in 
 October 1, 2003 October 1, 2002 Value % 
     

Active Members     
Hired Prior to November 16, 1996 3,306 3,736 ( 430) (11.5%) 
Hired After November 16, 1996 2,839 2,822   17 0.6% 

Total 6,145 6,558 ( 413) (8.3%) 
Retired Members, Beneficiaries and 

Terminated Vested (Post June 30, 1997) 
1,578 1,062  516 48.6% 

Total Participants 7,723 7,620  103 1.4% 
     

Annual Salaries of Active Members $339.2 $340.9 ($   1.7) (0.5%) 
Annual Retirement Benefits for Retirees & 

Beneficiaries (Post June 30, 1997) 
$7.1 $4.5 $   2.6 57.8% 

     
Assets and Liabilities 

     
Present Value of Future District Benefits $1,227.7 $1,117.6 $ 110.1 9.9% 
District Assets of Valuation Purposes 

(Actuarial Value) 
917.8 860.9   56.9 6.6% 

Present Value of Future Employee 
Contributions 

223.7 231.1 (   7.4) (3.2%) 

Present Value of Future District 
Contributions 

86.2 25.6   60.6 236.7% 

Present Value of Future Salaries 3,052.0 3,108.8 (  56.8) (1.8%) 
Current Value of District Assets  874.7 733.1  141.6 19.3% 
     

Contribution Results 
     
 FY 2005 FY 2004   
      
Normal Contribution Rate 2.8% 0.8%    2.0% 250.0% 
Projected Payroll $364.1 $366.1 ($   2.0) (0.5%) 
District Payment Before Adjustment $10.2 $2.9 $   7.3 251.7% 
District Payment After Adjustment $9.2 $0.0 $   9.2 n/a 
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Police Officers and Fire Fighters’ Retirement Fund (Combined) 
($ in millions) 

 
Participant Data 

   Change in 
 October 1, 2003 October 1, 2002 Value % 
     

Active Members     
Hired Prior to February 15, 1980 393 453 (  60) (13.2%) 
Hired Between February 15, 1980 and 

November 10, 1996 
3,157 3,164 (   7) (0.2%) 

Hired After November 10, 1996 1,421 1,199  222 18.5% 
Total 4,971 4,816  155 3.2% 
Retired Members and Beneficiaries (Post 

June 30, 1997) 
1,294 678  616 90.9% 

Total Participants 6,265 5,494  771 14.0% 
     

Annual Salaries of Active Members $274.7 $252.9 $  21.8 8.6% 
Annual Retirement Benefits for Retirees & 

Beneficiaries (Post June 30, 1997) 
$6.8 $3.2 $   3.6 112.5% 

     
Assets and Liabilities 

     
Present Value of Future District Benefits $2,892.6 $2,650.7 $ 241.9 9.1% 
District Assets of Valuation Purposes 

(Actuarial Value) 
1,427.8 1,278.9  148.9 11.6% 

Present Value of Future Employee 
Contributions 

254.9 242.3   12.6 5.2% 

Present Value of Future District 
Contributions 

1,209.9 1,129.5   80.4 7.1% 

Present Value of Future Salaries 3,445.2 3,321.7  123.5 3.7% 
Current Value of District Assets  1,346.8 1,084.3  262.5 24.2% 
     

Contribution Results 
     
 FY 2005 FY 2004   
      
Normal Contribution Rate 35.1% 34.1%    1.0% 2.9% 
Projected Payroll $302.4 $280.4 $  22.0 7.8% 
District Payment Before Adjustment $106.2 $95.5 $  10.7 11.2% 
District Payment After Adjustment $111.6 $96.2 $  15.4 16.0% 
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Police Officers Retirement Fund 
($ in millions) 

 
Participant Data 

   Change in 
 October 1, 2003 October 1, 2002 Value % 
     

Active Members     
Hired Prior to February 15, 1980 209 237 (  28) (11.8%) 
Hired Between February 15, 1980 and 

November 10, 1996 
2,338 2,336    2 0.1% 

Hired After November 10, 1996 1,107 970  137 14.1% 
Total 3,654 3,543  111 3.1% 
Retired Members and Beneficiaries (Post 

June 30, 1997) 
988 528  460 87.1% 

Total Participants 4,642 4,071  571 14.0% 
     

Annual Salaries of Active Members $202.7 $186.1 $  16.6 8.9% 
Annual Retirement Benefits for Retirees & 

Beneficiaries (Post June 30, 1997) 
$5.2 $2.1 $   3.1 147.6% 

     
Assets and Liabilities 

     
Present Value of Future District Benefits $2,144.9 $1,959.1 $ 185.8 9.5% 
District Assets of Valuation Purposes 

(Actuarial Value) 
1,026.9 916.7  110.2 12.0% 

Present Value of Future Employee 
Contributions 

189.7 186.3    3.4 1.8% 

Present Value of Future District 
Contributions 

928.3 856.1   72.2 8.4% 

Present Value of Future Salaries 2,560.4 2,547.1   13.3 0.5% 
Current Value of District Assets  966.2 744.9  221.3 29.7% 
     

Contribution Results 
     
 FY 2005 FY 2004   
      
Normal Contribution Rate 36.3% 33.6%    2.7% 8.0% 
Projected Payroll $222.3 $203.7 $  18.6 9.1% 
District Payment Before Adjustment $80.7 $68.4 $  12.3 18.0% 
District Payment After Adjustment $84.1 $70.4 $  13.7 19.5% 
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 Fire Fighters’ Retirement Fund 
($ in millions) 

 
Participant Data 

   Change in 
 October 1, 2003 October 1, 2002 Value % 
     

Active Members     
Hired Prior to February 15, 1980 184 216 (  32) (14.8%) 
Hired Between February 15, 1980 and 

November 10, 1996 
819 828 (   9) (1.1%) 

Hired After November 10, 1996 314 229   85 37.1% 
Total 1,317 1,273   44 3.5% 
Retired Members and Beneficiaries (Post 

June 30, 1997) 
306 150  156 104.0% 

Total Participants 1,623 1,423  200 14.1% 
     

Annual Salaries of Active Members $72.0 $66.8 $   5.2 7.8% 
Annual Retirement Benefits for Retirees & 

Beneficiaries (Post June 30, 1997) 
$1.6 $1.1 $   0.5 45.5% 

     
Assets and Liabilities 

     
Present Value of Future District Benefits $747.7 $691.6 $  56.1 8.1% 
District Assets of Valuation Purposes 

(Actuarial Value) 
400.9 362.2   38.7 10.7% 

Present Value of Future Employee 
Contributions 

65.2 56.0    9.2 16.4% 

Present Value of Future District 
Contributions 

281.6 273.4    8.2 3.0% 

Present Value of Future Salaries 884.8 774.6  110.2 14.2% 
Current Value of District Assets  380.6 309.4   71.2 23.0% 
     

Contribution Results 
     
 FY 2005 FY 2004   
      
Normal Contribution Rate 31.8% 35.3% (   3.5%) (9.9%) 
Projected Payroll $80.1 $76.7 $   3.4 4.4% 
District Payment Before Adjustment 25.5 27.1 ($   1.6) (5.9%) 
District Payment After Adjustment 27.5 25.8 $   1.7 6.6% 
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3.4:  Present Value of Future and Accrued District Benefits 

This table shows the present value of the future District benefits, as well as the value of the benefits already 
accrued.   

The present value of future benefits represents the total lump sum value on the valuation date that would be 
sufficient to pay for all future benefits of current participants and beneficiaries considering expected future 
salary increases, service credits, employment termination, mortality, and cost of living adjustments.   

The present value of accrued benefits represents the total lump sum value on the valuation date that would 
be sufficient to pay for all benefits accrued to the valuation date if everyone stopped working or if the 
Funds were terminated.  The fact that plan assets exceed these liabilities does not constitute “overfunding”.  
Under the Aggregate Funding Method, liabilities accruing each year are not paid for as earned in that year.  
Rather, benefits for all participants are funded as a level percentage of pay of all active participants during 
their anticipated working life.  Therefore assets are expected to exceed accrued liabilities, since for each 
participant the value of the annual accrual increases with age and service.  

All $ amounts in millions. 

  Teachers Police Fire Total 
      

Present Value of Future District Benefits as of October 1, 2003 
      

Active Present Value of Future 
District Benefits 

$1,100.9 $2,031.2 $717.0 $3,849.1 

      
Inactive Present Value of Future 

District Benefits 
    

 Retirees 103.4 49.5 16.7 169.6 
 Disabled Employees 14.7 54.0 10.6 79.3 
 Beneficiaries 3.0 10.2 3.5 16.7 
 Terminated Vested  5.5 N/A N/A 5.5 
 Total Inactive 126.7 113.7 30.7 271.2 
      

Total Present Value of Future 
District Benefits 

1,227.7 2,144.9 747.7 4,120.3 

      
Present Value of Accrued District Benefits as of October 1, 2003 

      
Active Present Value of Accrued 

District Benefits 
$295.9 $260.0 $128.0 $683.9 

     
Inactive Present Value of Accrued 

District Benefits 
126.7 113.7 30.7 271.1 

     
Total Present Value of Accrued 

District Benefits 
422.6 373.7 158.7 955.0 
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3.5:  §1-907.02(c) Adjustment to the Fiscal Year 2005 District Payment 

Beginning in fiscal year 2001, the District payment was adjusted pursuant to D.C. Code §1-907.02(c).  this 
section stipulates that “… the enrolled actuary shall determine whether the amount appropriated for the 
applicable fiscal year resulted in an overpayment or a shortfall based upon the actual covered payroll.” 

The D.C. Code §1-907.02(c) adjustment to the fiscal year 2005 District payment is calculated by taking 
the actual fiscal year 2003 covered payroll for each employee class (which is provided by the District) and 
then multiplying by the fiscal year 2003 normal contribution rates for each employee class, which were 
certified in the October 1, 2001 report.  This result gives the fiscal year 2003 contribution that was 
required to be made by the District.  The required contribution is then compared to the fiscal year 2003 
contribution that was actually paid by the District.  The difference between the required and actual 
contributions is the preliminary D.C. Code §1-907.02(c) adjustment. 

For FY 2004, the teachers had a credit balance of $1.0 million.  There is no carryover amount that can be 
applied in future years. 

All $ amounts in millions. 

  Teachers Police Fire 
     

(1) Actual FY 2003 Covered Payroll $329.6 $197.1 $72.3 
     

(2) FY 2003 Normal Contribution Rate 0.0% 28.5% 26.3% 
     

(3) Actual FY 2003 Contribution 
Required 

$0.0 $56.2 $19.0 

     
(4) Actual FY 2003 Contribution Paid $0.0 $52.8 $17.0 

     
(5) Preliminary D.C. Code §1-907.02(c) 

Adjustment to FY 2005 Payment [(3) 
– (4)] 

$0.0 $3.4 $2.0 

     
(6) FY 2004 Unrecognized Amount ($1.0) $0.0 $0.0 

     
(7) Final D.C. Code §1-907.02(c) 

Adjustment to FY 2005 Payment [(5) 
+ (6)] 

($1.0) $3.4 $2.0 
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4.1:  Schedules of Funding Status and Employer Contributions 
Required Under GASB Statement No. 25 

The Governmental Accounting Standards Board (GASB) Statements No. 25 and 27 relate to the disclosure 
of pension liabilities on a public employer’s financial statements.  For accounting periods beginning after 
June 15, 1996, information required under these statements must be prepared for a public employer who 
seeks compliance with generally accepted accounting principles (GAAP) on behalf of its public employee 
retirement system. 

GASB Statement No. 25 requires preparation of schedules of funding status and employer contributions, as 
well as the disclosure of plan provisions, actuarial assumptions, and other information. 

The required schedules are shown below.  In each case, we have relied upon information from our files and 
contained in the reports of other actuaries employed by the District in completing the schedules.  While we 
have no reason to believe the information in our files or in other actuaries’ reports is inaccurate, we 
strongly recommend that employer personnel verify the schedules below before they are included in the 
District’s financial statements. 

 

 

Schedule of Funding Status 
(Dollar Amounts in Millions) 

 
Actuarial 
Valuation 

Date 

 
Actuarial 
Value of 
Assets 

 
Actuarial 
Accrued 
Liability 

Unfunded 
Actuarial 
Accrued 
Liability 

 
 

Funded Ratio 

 
 

Covered Payroll 

Unfunded 
Liability as a 

Percent of Payroll 

The District of Columbia Retirement Board uses the aggregate actuarial cost method and is therefore not required to 
disclose a schedule of funding progress. 
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Schedule of Employer Contributions 
($ in Millions) 

 Teachers’ Retirement Fund 
Police Officers and Fire 

Fighters’ Retirement Fund Total Fund 

Year Ending 

Annual 
Required 

Contribution 
Percentage 
Contributed 

Annual 
Required 

Contribution 
Percentage 
Contributed 

Annual 
Required 

Contribution 
Percentage 
Contributed 

9/30/1998 $9.6 100% $47.7 100% $57.3 100% 

9/30/1999 $12.8 145% $35.1 100% $47.9 112% 

9/30/2000 $10.7 100% $39.9 100% $50.6 100% 

9/30/2001 $6.6 100% $47.0 100% $53.6 100% 

9/30/2002 $1.0 100% $61.4 100% $62.4 100% 

9/30/2003 $0.0 100% $69.8 100% $69.8 100% 

 

The table below summarizes certain information about this actuarial report. 

Valuation date October 1, 2003 

Actuarial cost method Aggregate 

Amortization method N/A 

Remaining amortization period N/A 

Asset valuation method Actuarial value:  1/3 Excess earnings subtracted 
from expected actuarial value. 

Actuarial assumptions:  

Investment rate of return* 7.25% 

Projected salary increases* 5.4% - 9.0% for Teachers, 5.5% - 10.0% for 
Police Officers and Fire Fighters 

*Includes inflation at 5.0% 

Cost of living adjustments 5.0% (Post-1996 hire have COLAs capped at 
3.0%) 

 



Exhibit N

Custodian Bank’s Balance Sheet
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