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Recognition Award for Administration 
2018 

Presented by the Public Pension Coordinating Council, a confederation of 
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ORGANIZATIONAL CHART

For more informaƟ on on investment professionals who provide services to COAERS, refer 
to the Investment Expenses table under Other Supplementary InformaƟ on on page 60, the 
Asset AllocaƟ on on page 72, and the Broker Commissions over $5,000 on page 76.

*
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Investment Counsel
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OperaƟ ng Bank
JPMorgan Chase Bank
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SUMMARY OF PLAN PROVISIONS

CITY OF AUSTIN EMPLOYEES’ RETIREMENT SYSTEM ΈCOAERSΉ
IntroducƟ on
This is a general overview of the City of AusƟ n Employees’ ReƟ rement System membership and benefi ts.  In the event 
of any inconsistency between this general overview and state or federal law as modifi ed, interpreted, and applied 
from Ɵ me to Ɵ me, the state or federal law will govern and control.

COAERS is an IRS tax-qualifi ed 401(a) defi ned benefi t plan governed by Texas state law.

Membership Requirements
City of AusƟ n regular employees working 30 or more hours per week become Members of COAERS on the date of 
employment as mandated by Statute.  Members do not include:

 • Temporary employees
 • Part-Ɵ me employees working less than 30 hours per week
 • Civil service employees of the Fire Department and the Police Department
 • The Mayor and members of the City Council

ContribuƟ ons
Employee:  Members of COAERS contribute 8% of their base pay, calculated on a 40-hour work week.  ContribuƟ ons 
are made through payroll deducƟ on each pay period (every two weeks).  OverƟ me and special pay are not included.

Employer:  By State Statute, the employer contributes an amount equal to 8% of the employee’s base compensaƟ on 
or a higher rate established by the employer.  The current employer contribuƟ on, established by a City Council 
resoluƟ on, is 18% of compensaƟ on.  The employer contribuƟ on will remain at this level unƟ l the resoluƟ on is 
amended or repealed.

RETIREMENT BENEFITS
ReƟ rement Eligibility
Members are eligible for reƟ rement when they meet one of the following age and service requirements for the 
membership group to which they belong:

Group A Members (Normal ReƟ rement)
• Age 62,
• Age 55 with 20 years of Creditable Service, or
• Any age with 23 years Creditable Service

Group B Members (Normal ReƟ rement)
• Age 65 with 5 years of Creditable Service (excluding Supplementary Service Credit), or
• Age 62 with 30 years of Creditable Service (excluding Supplementary Service Credit)

Group B Members (Early ReƟ rement – Reduced Benefi ts)
• Age 55 with at least 10 years of Creditable Service (excluding Supplementary Service Credit)



COAERS 2018 Comprehensive Annual Financial Report

14 Introductory SecƟ on

VesƟ ng
Members become vested with COAERS when they have fi ve years of Creditable Service.  Members who leave acƟ ve 
membership before aƩ aining reƟ rement eligibility must have fi ve years of Creditable Service to be considered vested. 
Verifi ed service credit with a parƟ cipaƟ ng proporƟ onate reƟ rement system(s) or in the limited proporƟ onate service 
arrangement between COAERS and the Travis County Healthcare District may also be combined with COAERS service 
credit in determining vested status and eligibility to receive a future benefi t. The Member is not enƟ tled to receive 
the employer contribuƟ on at any Ɵ me. Instead, vesƟ ng means that a Member is enƟ tled to receive a lifeƟ me benefi t 
as long as their contribuƟ ons are on deposit in the System upon reaching reƟ rement eligibility. 

Creditable Service
Creditable Service is a combinaƟ on of Membership Service and other types of Creditable Service described below.

Current AcƟ ve-ContribuƟ ng/Vested Members, as of October 1, 1995, were granted service credit for the period 
between their date of hire and their date of parƟ cipaƟ on, up to six months.  All Members hired aŌ er October 1, 1995 
become Members on their date of hire or on their date of regular employment at 30 or more hours per calendar week.  

Types of Creditable Service
Membership Service – The employment period during which a Member makes payroll contribuƟ ons to the System 
is considered the “Membership Service” period.

Reinstated Membership Service (Prior City of AusƟ n Service) – When Members leave City employment, withdraw 
their deposits, and later return to City employment or employment with a parƟ cipaƟ ng proporƟ onate system, they 
may purchase and reinstate the earlier Ɵ me with the City.  To purchase this service, they must become a Member of 
COAERS or another proporƟ onate system.  The cost to purchase prior service credit is based on the amount previously 
withdrawn, plus interest, as required by law.

Non-Contributory Service Credit – Members may purchase service credit for the following non-contributory categories:

 • Non-contributory service, such as temporary or part-Ɵ me service (less than 30 hours per week)
 • Approved leave of absence
 • Workers’ compensaƟ on leave because of an injury sustained in the course and scope of employment 
  with the employer
Credit for Federal AcƟ ve Duty Military Service

Prior Federal AcƟ ve Duty Military Service – Members may establish up to 48 months Creditable Service for prior 
military service.  Military service eligible for purchase is full-Ɵ me acƟ ve duty service in the armed forces of the 
United States performed before the fi rst day of the most recent period of acƟ ve membership in COAERS.  Military 
service in the reserves, a service academy, or for less than 90 consecuƟ ve days is not eligible for purchase.  To 
purchase prior military service, Members must present an original DD214 showing honorable discharge.

Military Leave of Absence – Members may establish Creditable Service for an authorized leave of absence from 
employment for military service.  The Member may establish such Creditable Service during the authorized 
leave of absence by conƟ nuing to make reƟ rement contribuƟ ons during the period of service. AlternaƟ vely, if 
the Member returns to employment within the applicable period (that varies from 14 to 90 days, depending on 
the length of service) aŌ er the compleƟ on of the military service, the Member and the employer may secure 
such Creditable Service by making a lump-sum payment within fi ve years of the date the Member returns to 
employment and AcƟ ve-ContribuƟ ng Member status.

Supplementary Service Credit (Previously known as Permissive Time) – Group A members may purchase up to fi ve 
years of Creditable Service to advance their reƟ rement eligibility date and/or increase the amount of their monthly 
annuity upon reƟ rement. Group B members may purchase up to fi ve years of Creditable Service only to increase the 
amount of their annuity but not to advance their reƟ rement eligibility.  Only Vested AcƟ ve-ContribuƟ ng or inacƟ ve 
Members are eligible to purchase Supplementary Service Credit, provided they have fi ve years of membership
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service.  Age, salary, earliest reƟ rement date, and a combinaƟ on of actuarial data determine the cost.  There may be 
federal limitaƟ ons on certain purchases. 

Sick Leave Conversion – ReƟ ring Members may convert sick leave hours to increase Creditable Service Ɵ me. Employees 
eligible to be paid by the City of AusƟ n for up to 720 hours of sick leave upon reƟ rement cannot convert the eligible 
hours to Creditable Service.  Converted sick leave hours cannot be used to reach reƟ rement eligibility.  Sick leave 
must be converted in pay period (80-hour) increments.  Both the Member and the employer must pay the current 
contribuƟ on rate at the Ɵ me of reƟ rement to convert hours.  

Service prior to 1941 – AddiƟ onal service credit is allowed for Members with service performed before 1941, when 
the System came into existence.  Two percent is applied for the number of years (prior to 1941) Ɵ mes the average 
salary for the years 1946 through 1950.

ProporƟ onate Service
In 1991 the Texas Legislature established a ProporƟ onate ReƟ rement Program for the benefi t of members of 
parƟ cipaƟ ng public reƟ rement systems.  A member of two or more of the following parƟ cipaƟ ng reƟ rement systems 
may be eligible for proporƟ onate benefi ts:

 • City of AusƟ n Employees’ ReƟ rement System
 • City of AusƟ n Police ReƟ rement System
 • El Paso City Employees’ Pension Fund
 • El Paso Firemen and Policemen’s Pension Fund
 • Employees ReƟ rement System of Texas
 • Judicial ReƟ rement System of Texas I & II
 • Texas Municipal ReƟ rement System
 • Texas County and District ReƟ rement System
 • Teacher ReƟ rement System of Texas
 • Other Texas retirement systems covering municipal employees who have qualified plans and have 
  elected to parƟ cipate in the ProporƟ onate ReƟ rement Program

ParƟ cipaƟ ng systems recognize service from other parƟ cipaƟ ng systems upon proper noƟ ce.  A member with service 
credit in more than one parƟ cipaƟ ng reƟ rement system may be eligible to reƟ re in another system based on the 
combined service of two or more systems in order to saƟ sfy the length of service requirements used to determine 
eligibility for service reƟ rement. Members must qualify for reƟ rement eligibility independently in each system. 
ReƟ rement benefi ts will be paid separately from each system and will be determined based on the actual amount 
of Creditable Service earned in and the benefi t structure of each plan.  Military service  may only be used once in 
determining the amount of the member’s combined service credit.  ProporƟ onate parƟ cipaƟ on is generally based 
on funded service. 

A limited proporƟ onate service arrangement was also established in 2007 for those individuals who have membership in 
COAERS and a reƟ rement system within the Travis County Healthcare District (District) organizaƟ on. This arrangement, 
eff ecƟ ve with employees transiƟ oning into the District eff ecƟ ve March 1, 2009, is similar to the general proporƟ onate 
program except that it applies only between these two reƟ rement systems. ParƟ cipaƟ on in the District reƟ rement 
system can be used to establish reƟ rement eligibility with COAERS.

CalculaƟ on of ReƟ rement Benefi ts
Factors used to calculate COAERS reƟ rement benefi ts:

Total Creditable Service – Total years and months of Creditable Service, including:

 • Regular membership service
 • Reinstated membership service
 • Military service purchased
 • Non-contributory service purchased
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 • Supplementary service purchased
           • Converted sick leave
 • Up to one six-month probaƟ onary period granted at reƟ rement to AcƟ ve-ContribuƟ ng/Vested  
   Members hired on or before October 1, 1995 
 • Note: ProporƟ onate service is only used to reach eligibility; it is not used to calculate reƟ rement  
  benefi ts.

MulƟ plier for Group A Members – 3.0%

MulƟ plier for Group B Members – 2.5%

Average Final CompensaƟ on – The average base salary for the highest 36 months of contributory service during 
the last 10 years of salary prior to reƟ rement.  

ReƟ rement Date
The eff ecƟ ve date of reƟ rement is always the last day of the month. 

ReƟ rement OpƟ ons
COAERS provides several opƟ ons for payment of monthly benefi ts.  All payment opƟ ons are actuarially equivalent 
to the basic Member Only Life Annuity benefi t.  

The opƟ ons that include benefi ts to a survivor are calculated according to the ages of both the Member and the 
surviving benefi ciary included in the plan.  The Member’s benefi ts are reduced if an opƟ on is chosen that provides 
survivor benefi ts.  This reducƟ on is applied to the Member’s basic Life Annuity benefi t according to the opƟ on the 
Member chooses.  Some restricƟ ons may apply to non-spouse survivor benefi ts.

If the Member is married, spousal consent is required.  A Member cannot change opƟ ons or the survivor benefi ciary 
aŌ er reƟ rement.  Even if a ReƟ ree and the benefi ciary spouse later divorce, the survivor benefi ciary cannot be 
changed.  Only the survivor benefi ciary named at reƟ rement will receive survivor benefi ts.

Life Annuity – A basic monthly benefi t payable for the life of the ReƟ ree. 

OpƟ on I: 100% Joint and Survivor – A reduced monthly benefi t payable throughout the ReƟ ree’s life. At the ReƟ ree’s 
death, the survivor benefi ciary will conƟ nue to receive the ReƟ ree’s benefi t for the remainder of his/her life.

OpƟ on II: 50% Joint and Survivor – A reduced monthly benefi t payable throughout the ReƟ ree’s life. At the ReƟ ree’s 
death, the survivor benefi ciary will conƟ nue to receive 50% of the ReƟ ree’s benefi t for the remainder of his/her life.

OpƟ on III: 66Р⁄З% Joint and Survivor – A reduced monthly benefi t payable throughout the ReƟ ree’s life. At the 
ReƟ ree’s death, the survivor benefi ciary will conƟ nue to receive 66Р⁄З% of the ReƟ ree’s benefi t for the remainder 
of his/her life.

OpƟ on IV: Joint and 66Р⁄З% Last Survivor – A reduced monthly benefi t payable unƟ l the death of either the ReƟ ree 
or the survivor benefi ciary.  AŌ er death of the ReƟ ree or the survivor benefi ciary, the last survivor of the two will 
receive 66Р⁄З% of the ReƟ ree’s benefi t for the remainder of his/her life.

OpƟ on V: FiŌ een Year Certain and Life Annuity (180 payments) – A monthly benefi t payable to the ReƟ ree.  If the 
ReƟ ree’s death occurs before 180 payments are made, the ReƟ ree’s benefi ciary, spouse (if applicable), or estate 
will receive remaining monthly payments unƟ l all 180 payments have been made.  If the ReƟ ree is sƟ ll living aŌ er 
receiving 180 payments, payments to the reƟ ree will conƟ nue unƟ l the ReƟ ree’s death.

OpƟ on VI: Actuarial Equivalent of Life Annuity – This opƟ on allows Members to develop their own benefi t payment 
plan with the assistance and approval of the System’s actuary.  Members have fl exibility to design a reƟ rement benefi t 
that is most appropriate for the needs of both the Member and the Member’s benefi ciary, subject to limitaƟ ons 
established in Board policy. All opƟ ons are subject to approval by the Board of Trustees.

A “Pop-up” benefi t is provided for ReƟ rees choosing OpƟ ons I, II, or III as well as ReƟ rees who selected any Joint 
and Survivor opƟ on other than Joint and Last Survivor opƟ on.  The “Pop-up” increases the ReƟ ree’s benefi ts to the 
Member Only Life Annuity level if the survivor benefi ciary predeceases the ReƟ ree on or aŌ er October 1, 1999.
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Lump-Sum Payments
Backward DROP Program – The Backward Deferred ReƟ rement OpƟ on Program (Back DROP) allows a Member 
to receive a lump-sum payment in addiƟ on to receiving a monthly annuity.

Members who have already reached reƟ rement eligibility, excluding proporƟ onate service, and who conƟ nue 
to work and contribute to COAERS beyond reƟ rement eligibility, may elect to receive a lump-sum amount and 
have their reƟ rement calculated as though they had reƟ red at an earlier date. The Back DROP period can be no 
earlier than:

 • The day of fi rst reƟ rement eligibility,
 • The date of the last purchase of Creditable Service of any type other than Sick Leave Conversion, or
 • 60 months (in one-month increments) prior to the reƟ rement date. 

The lump-sum amount is 90% of the sum of the monthly annuity payments, based on the Member Only Life Annuity 
benefi t the parƟ cipant would have received if the Member had reƟ red at the earlier date.  The lump-sum amount 
may be rolled over to other qualifi ed plans, paid in one lump-sum to the Member, or a combinaƟ on of both.    

Cost-of-living adjustments, interest, and Member or employer contribuƟ ons do not increase the monthly amount 
credited to the Back DROP.

ParƟ al Lump-Sum Payment – As an alternaƟ ve to the Back DROP, a reƟ ree may select a reƟ rement opƟ on and 
request a one-Ɵ me lump-sum payment to be paid at the same Ɵ me as the Member’s fi rst annuity payment. The 
Member’s annuity amount will be actuarially reduced for the lump-sum payment. Under a basic Member-Only 
Life Annuity benefi t, members may select a parƟ al lump-sum distribuƟ on, or both a parƟ al lump-sum distribuƟ on 
and a Back DROP, not to exceed 60 months of annuity payments.

IRS SecƟ on 415 RestoraƟ on of ReƟ rement Income Plan
Certain highly compensated Members may have their reƟ rement annuity limited because of SecƟ on 415(b)(1) of 
the Internal Revenue Code.  A plan amendment, eff ecƟ ve January 1, 2000, provides for COAERS to pay a benefi t 
that exceeds the limitaƟ on imposed by the Internal Revenue Code from a separate, non-qualifi ed, and unfunded 
“RestoraƟ on of ReƟ rement Income Plan.” AddiƟ onal details are made available to aff ected Members during the 
reƟ rement process.

ReƟ rees Returning to Work
The reƟ rement allowance of a reƟ red member who resumes employment with an employer within 90 days 
aŌ er reƟ rement and has not aƩ ained age 55, or who resumes employment aŌ er reƟ rement as a regular full-
Ɵ me employee of an employer, is subject to suspension. Suspension also occurs if  a reƟ red member resumes 
employment with an employer in a posiƟ on that is not required to parƟ cipate in another reƟ rement system 
maintained by an employer, and works for, or is compensated by, an employer for more than 1,508 hours in any 
rolling 12-month period aŌ er the member resumes employment with the employer. 
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DISABILITY RETIREMENT BENEFITS
Disability ReƟ rement Requirements
Members may apply for disability reƟ rement benefi ts if:

 • They are mentally or physically incapacitated for the performance of all employment duƟ es, AND
 • The incapacity is likely to be permanent.

Disability ReƟ rement Eligibility
AcƟ ve-ContribuƟ ng Members with less than fi ve years Creditable Service may only apply for disability reƟ rement 
if the disability is a result of an on-the-job accident or injury.  AcƟ ve-ContribuƟ ng Members with fi ve or more years 
of Creditable Service may apply for disability reƟ rement even if the disability is not job related.  Members who are 
already eligible to reƟ re may not apply for disability reƟ rement.  

Members are considered to remain in the same membership category in eff ect on the date of terminaƟ on for 90 
days following terminaƟ on.  Members are allowed to apply for disability reƟ rement for up to 90 days following 
terminaƟ on for inability to perform all employment duƟ es.  

Disability ReƟ rees are periodically required to provide proof of conƟ nued disability and are annually required to 
provide employment and income documentaƟ on to the COAERS Board of Trustees.

Disability ReƟ rement OpƟ ons
A Member approved for disability reƟ rement may choose a Member Only Life Annuity benefi t or a benefi t described 
in OpƟ ons I, II, III, or IV. Disability ReƟ rees are not eligible for any type of lump-sum payment.

DEATH AND SURVIVOR BENEFITS
ReƟ red Members
Upon the death of a ReƟ ree, a death benefi t of $10,000 is paid by COAERS to the designated benefi ciary(ies) of 
the deceased.  This $10,000 death benefi t is paid to the benefi ciary(ies) in addiƟ on to any of the following benefi ts 
that are applicable:

 • If the Retired Member chose the Member Only Life Annuity option, the monthly benefit stops 
  the month following the death of the ReƟ ree.  However, if death occurs before the ReƟ ree’s accumulated 
  deposits have been paid out, the ReƟ ree’s remaining deposits will be paid in a lump-sum to the ReƟ ree’s
  designated benefi ciary(ies), spouse (if applicable), or estate.
 • If the ReƟ red Member chose an opƟ on providing benefi ts to a survivor benefi ciary, upon the ReƟ ree’s
  death, such benefi ts will be paid to the designated survivor.  If the survivor benefi ciary does not
  survive the ReƟ ree, monthly benefi ts cease. However, if the survivor benefi ciary does not survive the 
  ReƟ ree, and the ReƟ ree’s deposits have not been paid out, the ReƟ ree’s remaining deposits will be paid 
  in a lump-sum to the ReƟ ree’s designated benefi ciary(ies), spouse (if applicable), or estate. 

AcƟ ve Members
Not Eligible to ReƟ re

Upon the death of an AcƟ ve Member who was not yet eligible for reƟ rement, the designated benefi ciary(ies) is 
enƟ tled to a lump-sum payment of the Member’s accumulated deposits (contribuƟ ons and interest) plus a death 
benefi t from COAERS equal to the Member’s deposits (excluding any purchases for non-contributory Ɵ me, prior 
military service purchases, or Supplementary Service Credit).



COAERS 2018 Comprehensive Annual Financial Report

Introductory SecƟ on 19

Eligible to ReƟ re

If the AcƟ ve Member was eligible for reƟ rement prior to death and had not yet reƟ red:

 • A surviving spouse may choose any reƟ rement opƟ on that would have been available to the Member,  
  except for Member Only Life Annuity, and receive the $10,000 death benefi t.  AlternaƟ vely, a surviving 
  spouse may choose to receive a one-Ɵ me lump-sum payment of the Member’s accumulated deposits and
  a death benefi t from COAERS equal to the Member’s deposits (excluding any purchases for Non-
  contributory Ɵ me, prior military service purchases, or Supplementary Service Credit).
 • If there is no spouse, the deceased Member’s designated benefi ciary may elect to receive payments under
  OpƟ on V, FiŌ een Year Certain and Life Annuity, and receive the $10,000 death benefi t. The non-spouse
  benefi ciary may otherwise choose to receive a one-Ɵ me lump-sum payment as described above.  

The $10,000 death benefi t is not paid to benefi ciaries elecƟ ng a one-Ɵ me lump-sum payment.

InacƟ ve Vested Members
Benefi ciaries of InacƟ ve Vested Members receive the same death benefi ts as benefi ciaries of AcƟ ve Members as 
described above.

OTHER INFORMATION
Compliance with Applicable Law
ArƟ cle 6243n of Vernon’s Texas Civil Statutes, the Internal Revenue Code, and other state and federal laws are 
applicable to the operaƟ on and management of, and the benefi ts provided by, the System. Such laws place restricƟ ons 
and limitaƟ ons on reƟ rement systems, including COAERS, and directly or indirectly aff ect Member benefi ts and 
opƟ ons. Deposits or reƟ rement benefi ts may not be transferred or assigned except pursuant to a Qualifi ed DomesƟ c 
RelaƟ ons Order (QDRO).  All QDROs are subject to approval and must meet all statutory requirements.  In addiƟ on, 
funds actually due and payable to a Member, benefi ciary, or alternate payee may be subject to IRS levy. The Internal 
Revenue Code also sets limits which aff ect purchases of service credit, fi nal average salary, and monthly benefi ts 
for certain individuals.

Determining Interest on Members’ ContribuƟ ons
The Board of Trustees annually determines the amount of interest paid on Members’ accumulated deposits, taking 
into consideraƟ on the average yield of the 10-year U.S. Treasury note during the 12-month period ending on October 
31st and recommendaƟ ons of the System’s actuary.  ReƟ rement interest is accrued on the last day of the calendar 
year based on the amount that each Member had in the System on the fi rst day of the calendar year.  The money 
must remain on deposit for the enƟ re calendar year in order to accrue interest.    

ProhibiƟ on on COAERS Loans and Withdrawals
Plan provisions do not allow AcƟ ve Members to make a parƟ al withdrawal of deposits or to receive loans from 
their reƟ rement funds.

Request for Hearing
A Member or Benefi ciary directly aff ected by a decision of the ExecuƟ ve Director of the City of AusƟ n Employees’ 
ReƟ rement System may appeal to the Board of Trustees.  The Member or Benefi ciary must appeal the decision 
within 30 days of noƟ fi caƟ on of denial by the ExecuƟ ve Director or his/her designee. 
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HISTORY OF BENEFIT CHANGES
January 1, 1941

City Council established the City of AusƟ n Employees’ 
ReƟ rement System.
Original City Ordinance provided a maximum annuity of 
$100 per month at age 65.
ContribuƟ ons to reƟ rement system set at 4.0%.
No survivor opƟ ons, no early reƟ rement eligibility, no 
vesƟ ng, no disability benefi ts, and no death benefi ts.

1951
Established two opƟ ons for survivor benefi ts:
   OpƟ on I – 100% Joint and Survivor
   OpƟ on II – 66 2/3% Joint and Survivor
Established eligibility for early reƟ rement.
Established a provision for vested benefi ts aŌ er 15 years 
of Creditable Service.
Established disability reƟ rement benefi ts. 
Increased contribuƟ on rate to 5.0%.

1962
System changed from a money-purchase plan to a 
formula-based plan with a mulƟ plier of 1.125%.
Established addiƟ onal opƟ ons for survivor benefi ts:  
   OpƟ on III – 50% Joint and Survivor
   OpƟ on IV – 66 2/3% Joint and Last Survivor

1967
MulƟ plier increased from 1.125% to 1.25%.
Set AcƟ ve Member death benefi ts at $2,000.

1969
Established provisions for cost-of-living adjustment 
(COLA).
Set ReƟ red Member death benefi ts at $2,000.

1971
Increased mulƟ plier from 1.25% to 1.5%.
Established a provision for unreduced retirement 
benefits at age 62 (lowered from age 65) with any 
number of years of service.
Provided free health insurance benefi ts, ages 62 - 65.
Increased contribuƟ on rate to 6.0%.

1972
Established a provision for vested eligibility aŌ er 10 years 
of Creditable Service.
Established a provision for regular employees working 
30 or more hours per week to make retirement 
contribuƟ ons.
Established a provision for Members eligible for early 
retirement benefits to choose Option I to provide 
survivor benefi ts.

1973
Increased mulƟ plier from 1.5% to 1.75%.
Established a provision for Final Average Earnings based 
on highest 60 months of contribuƟ ng service.
Allowed Members eligible for reƟ rement to select opƟ on 
to provide survivor benefi t before actually reƟ ring.
Established disability retirement for line-of-duty 
disabiliƟ es regardless of Creditable Service.  Disability 
reƟ rement available for any disability aŌ er 10 years of 
service.  Disability reƟ rement benefi ts based on age 
and years of service at Ɵ me of disability reƟ rement; no 
penalty based on age.

December 1977
EliminaƟ on of $2,000 death benefi t for AcƟ ve Members; 
conƟ nued for ReƟ rees.
Established a provision for AcƟ ve Members’ designated 
benefi ciaries to receive contribuƟ ons and interest plus 
an equal amount from the System if Member dies prior 
to reƟ rement eligibility.
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September 1978
Established addiƟ onal reƟ rement opƟ ons. 

December 1979
DisconƟ nued medical insurance payment for ReƟ rees 
who were ages 62 - 65.

July 1981
Established a provision for contribuƟ ons to be required 
aŌ er age 62 unƟ l reƟ rement.  Members older than 
age 62 have opƟ on to make up missed contribuƟ ons 
to benefi t from higher salary averaging for reƟ rement 
benefi ts.
Reduced Final Average Earnings period from 60 to 36 
months. 

October 1982
Increased contribuƟ on rate to 6.6%, matched by City. 

November 1982
Established reƟ rement benefi ts for Members age 55 or 
older with 20 years service. 

March 1984
Adopted unisex opƟ on factors. The sex of the Member 
and the beneficiary no longer considered in the 
determinaƟ on of any System benefi ts. 

December 1984
Increased Member contribuƟ on rate from 6.6% to 7.0%, 
matched by the City.
Increased mulƟ plier from 1.75% to 1.85%.
Established a provision for a surviving spouse to select 
an opƟ onal benefi t if AcƟ ve Member dies who was 
already eligible to reƟ re and had not yet selected a 
benefi t opƟ on.  
Implemented employer “pick up” of member 
contribuƟ ons pursuant to 414(h)(2) of the Internal

Revenue Code.  Member contribuƟ ons aŌ er January 
1, 1985 not taxed unƟ l Ɵ me when benefi ts are paid to 
the Member. 
Limited “Prior Service” Purchase – Former Members 
who forfeited membership service by taking a refund 
when they leŌ  City employment may purchase their 
prior Creditable Service.  Current Members allowed six 
months to reinstate former credit by repaying withdrawn 
deposits plus interest.  Only former Members who had 
been reemployed by the City before December 20, 1984 
are eligible.
Established that the 36 months of salary used to 
calculate monthly benefi ts need not be consecuƟ ve.  
Highest 36 months of salary during last 10 years of 
Creditable Service would be averaged to determine Final 
Average Earnings. 

March 1985
Granted a special one-Ɵ me benefi t increase based on 
year of reƟ rement.

October 1985
Increased mulƟ plier from 1.85% to 2.0%.

February 1986
Change in composiƟ on of Board of Trustees; replaced 
Council Member posiƟ on with ReƟ red Member Trustee 
to be appointed by the City Council.

May 1987
Established that Members laid off  during the period from 
September 30, 1986 through October 1, 1989, and who 
were eligible for reƟ rement would receive an unreduced 
current service annuity.

October 1987
Reduced Member and City contribution rates to 
the System temporarily from 7.0% to 6.2% of basic 
compensaƟ on for the period from October 1, 1987 to 
September 30, 1988.
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March 1988
Established survivor benefit options for Disability 
ReƟ rees eff ecƟ ve March 13, 1988.

August 1988
Established vesƟ ng eligibility at fi ve years of Creditable 
Service.
Extension of “Prior Service Purchases” – Former 
Members who forfeited membership service by taking 
a refund of their reƟ rement contribuƟ ons when they 
left City employment, who have returned to City 
employment, may purchase and reinstate their prior 
Creditable Service.
For purposes of calculaƟ ng benefi ts and determining 
eligibility, three years were added to both age and 
service for all Members reƟ ring between September 1, 
1988 and December 31, 1988.

September 1988
Restored Member and employer contribuƟ on rates to 
7.0% from 6.2% of basic earnings eff ecƟ ve September 
30, 1988.

December 1989
Amended ordinance for Retiree Member Trustee 
posiƟ on of the Board to be elected by ReƟ red Members 
to a four-year term, instead of appointment by the City 
Council.

January 1990
Granted a special one-Ɵ me benefi t increase ranging 
from 0.5% to 15% based on date benefi t commenced.

February 1990
Established unreduced reƟ rement benefi ts for Members 
at any age with 30 years Creditable Service.
Increased mulƟ plier from 2.0% to 2.1%.

October 1990
Adopted limits on income of Social Security disability 
benefi ts for System Disability ReƟ rees.

August 1991
Established System governance by ArƟ cle 6243n of Texas 
State Law eff ecƟ ve August 26, 1991.  All changes to the 
System made by the Texas State Legislature. 
Became a member of Proportionate Retirement 
Program with fi ve other statewide reƟ rement systems.  
Membership service may be combined with other 
parƟ cipaƟ ng systems for meeƟ ng service requirements 
for reƟ rement eligibility.

July 1993
Increased multiplier from 2.1% to 2.2%, with 
commensurate increase for members reƟ red before 
December 1, 1989.
Established a provision for unreduced retirement 
benefi ts for Members at any age with 25 years of service.
Allowed purchases for up to 24 months of former acƟ ve 
duty U.S. military service.

October 1995
Increased multiplier from 2.2% to 2.3%, with 
commensurate increase for previous ReƟ rees.
Established that new City of AusƟ n employees hired 
aŌ er October 1, 1995 become Members of COAERS at 
date of employment. Current employees as of October 
1, 1995 are given reƟ rement service credit for up to one 
six-month probaƟ onary period at Ɵ me of reƟ rement.
Change in composiƟ on of Board of Trustees; Director 
of Finance Designee replaced with addiƟ onal ReƟ red 
Member Trustee to be elected by ReƟ red Members.
Increased death benefi t for ReƟ rees from $2,000 to 
$10,000.

October 1997
Increased multiplier from 2.3% to 2.6%, with 
commensurate increase for previous ReƟ rees.
Established a provision for unreduced retirement 
benefi ts for Members at age 55 with 20 years service.
Increased purchases of former acƟ ve duty U.S. military 
service from 24 to 48 months.
Allowed new purchase opƟ on of Creditable Service 
for non-contributory time including time while on 
workers’ compensaƟ on, leaves of absence, part-Ɵ me 
and temporary service.
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July 2000
Extended “pop-up” benefi t to ReƟ rees who selected 
the actuarial equivalent of Life Annuity opƟ on with 
underlying opƟ ons of I, II, or III.

January 2002
Increased multiplier from 2.98% to 3.0%, with 
commensurate increase for previous ReƟ rees.
Established a provision for purchases of Permissive Time 
to AcƟ ve/InacƟ ve Vested Members, based on EGTRRA 
federal law with a minimum purchase of one month and 
a maximum of 60 months (fi ve years) or the number of 
months needed to reach fi rst eligibility for reƟ rement, 
whichever is less.
Amended ProporƟ onate ReƟ rement Program provided 
by Texas Government Code 803 to allow former 
members of parƟ cipaƟ ng proporƟ onate systems to re-
establish Creditable Service previously forfeited in that 
system without returning to membership in that system.

April 2002
Established Sick Leave Conversion benefit. Allows 
Members to convert sick leave balances to Creditable 
Service at Ɵ me of reƟ rement with purchase paid by 
Member and City of AusƟ n.
Established Backward DROP (Deferred Retirement 
OpƟ on Program) benefi t up to fi ve years for Members 
working beyond reƟ rement eligibility.

January 2003
Extended “Pop-up” benefi t to any Joint and Survivor 
opƟ on other than Joint and Last Survivor.
Amended Permissive Time resolution removing 
provision which restricted Members from purchasing 
Permissive Time in excess of the amount needed to 
reach fi rst eligibility for reƟ rement.

May 2005
City Council adopted a Supplemental Funding Plan 
providing addiƟ onal City contribuƟ ons in ResoluƟ on No. 
20050512-045.  The Plan is structured to increase City 
contribuƟ ons to achieve a 30-year amorƟ zaƟ on period

Allowed for the City of Austin to purchase service 
credit for Members in order to qualify an employee for 
unreduced reƟ rement benefi t at age 55.

October 1999
Increased multiplier from 2.6% to 2.7%, with 
commensurate increase for previous ReƟ rees.
Increased Member contribuƟ on rate from 7.0% to 8.0% 
following vote by AcƟ ve Members.
Established a provision for unreduced retirement 
benefi ts for Members at any age with 23 years of service.
Set new limits on ReƟ rees returning to work for the City.
Added “Pop-up” benefi t for ReƟ rees choosing OpƟ ons I, 
II, or III (Joint and Survivor AnnuiƟ es) to increase ReƟ ree 
benefi ts if the survivor benefi ciary predeceased the 
ReƟ ree on, or aŌ er, October 1, 1999.
Granted Board authority to authorize certain benefi t 
improvements subject to statutory guidelines.
Gave Board the ability to grant an addiƟ onal payment 
to Members receiving monthly annuity payments in the 
form of an addiƟ onal lump-sum benefi t payment.  The 
addiƟ onal payment would be a percentage of the current 
monthly payment with a maximum percentage of 100%.
Established a provision for disability reƟ rement benefi ts 
for off -the-job injury/illness aŌ er fi ve years Creditable 
Service (previously 10 years).
Removed limitations on employer purchases of 
Creditable Service for a Member.

January 2000
Established RestoraƟ on of ReƟ rement Income Plan to 
restore reƟ rement income otherwise limited by SecƟ on 
415 of the Internal Revenue Code.

April 2000
Increased multiplier from 2.7% to 2.98%, with 
commensurate increase for previous ReƟ rees.
Increased employer contribuƟ on rate from 7.0% to 8.0%, 
matching Member contribuƟ on rate.
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as follows: 1% in fi scal year 2007, 2% in fi scal year 2008, 
3% in fi scal year 2009, and 4% in fi scal year 2010 and 
thereaŌ er, if necessary.  If, during any calendar year, 
COAERS earns greater than a 12% Ɵ me weighted rate 
of return net of fees, the increase is delayed one budget 
cycle.  Any future benefi t enhancements or cost of living 
adjustments require a recommendaƟ on from the City 
Manager and approval by the City Council.  In addiƟ on, 
if the CPI index exceeds 3.0% in any calendar year, an 
actuarial study is to be performed to determine the 
addiƟ onal subsidy needed if a cost of living adjustment 
were to be provided.

October 2006
City Council adopted a budget including a Supplement 
Funding Plan contribuƟ on subsidy of 1% for fi scal year 
2007.

September 2007
Established a limited proporƟ onate service arrangement 
exclusively for those individuals who have membership 
in COAERS and a reƟ rement system within the Travis 
County Healthcare District (District) organizaƟ on. This 
arrangement, eff ecƟ ve with employees transiƟ oning 
into the District eff ecƟ ve March 1, 2009, is similar to 
the general proporƟ onate program except that it applies 
only between these two reƟ rement systems.

October 2007
Scheduled increase in City Supplemental Funding 
Plan contribuƟ on subsidy postponed because of Ɵ me-
weighted rates of investment returns (net of fees) 
exceeding 12%.

October 2008
City Council adopted a budget including a Supplement 
Funding Plan contribuƟ on subsidy of 2% for fi scal year 
2009.

March 2009
City of Austin Police Retirement System joins the 
ProporƟ onal ReƟ rement Program.

October 2009
City Council adopts a budget increasing Supplemental 
Funding Plan City contribuƟ ons from 2% to 4% for fi scal 
year 2010.

September 2010
City Council approves an Amended Supplemental 
Funding Plan establishing the City’s total employer 
contribuƟ on to the System as follows:
• 14% of compensaƟ on eff ecƟ ve October 1, 2010 for
   fi scal year 2010-11;
• 16% of compensaƟ on eff ecƟ ve October 1, 2011 for 
    fi scal year 2011-12; and
• 18% of compensaƟ on eff ecƟ ve October 1, 2012 for 
    fi scal year 2012-13, and each fi scal year thereaŌ er.
The City’s total employer contribuƟ on levels remain in 
eff ect unƟ l the Amended Supplemental Funding Plan is 
amended or repealed.
The Amended Supplemental Funding Plan also requires 
any future benefit enhancements or cost of living 
adjustments otherwise permiƩ ed under the System’s 
governing documents to be recommended by the City 
Manager and approved by the City Council.  Finally, the 
Amended Supplemental Funding Plan stated that it was 
the City and the System’s intenƟ on to seek legislaƟ ve 
amendments to state law to improve the overall fi nancial 
condiƟ on of the System by establishing reasonable but 
diff erent benefi t levels for employees of the City who 
became members of the System on or aŌ er January 1, 
2012.

March 2011
The Board, through policy, increased the waiƟ ng period 
for certain reƟ rees returning to work from 60 to 90 days.

June 2011
ArƟ cle 6243n was amended establishing a new benefi t 
Ɵ er for employees hired on and aŌ er January 1, 2012.  
The following provisions apply to those employees:
•  Normal reƟ rement eligibility at age 65 with 5 years of
   service credit; or at age 62 with 30 years of service 
   credit;
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•  Early reduced reƟ rement eligibility at age 55 with 10
    years of service credit;
•  An annuity formula mulƟ plier of 2.5%; and
• The purchase of nonqualifi ed permissive service 
     (supplementary service credit) for annuity calculaƟ ons   
    only and not for eligibility purposes;

Unrelated to the new benefi t Ɵ er, ArƟ cle 6243n was 
amended to revise the rules for reƟ rees returning to 
work.  The revised rules require the Board to suspend the 
reƟ rement allowance of a reƟ red member who resumes 
employment with an employer in a posiƟ on that is not 
required to parƟ cipate in another reƟ rement system 
maintained by an employer, and who is not a regular full-
Ɵ me employee of an employer, if the member works for, 
or is compensated by, an employer for more than 1,508 
hours in any rolling 12-month period aŌ er the member 
resumes employment with the employer.  

November 2014
The Board implemented a Funding Policy which 
established certain actuarial methods for funding and 
created long-term funding goals to ensure that COAERS 
is well funded into the future and to specify under 
what condiƟ ons future benefi t enhancements would 
be considered.
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Independent Auditors’ Report 

Audit & Risk Committee of the Board of Trustees 
The City of Austin Employees’ Retirement System: 

We have audited the accompanying financial statements of the City of Austin Employees’ Retirement Syste
(COAERS), which comprise the statements of fiduciary net position as of December 31, 2018 and 2017, and
the related statements of changes in fiduciary net position for the years then ended, and the related notes to
the financial statements, which collectively comprise COAERS’ basic financial statements as listed in the tab
of contents. 

Management’s Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with U.S. generally accepted accounting principles; this includes the design, implementation, an
maintenance of internal control relevant to the preparation and fair presentation of financial statements that 
free from material misstatement, whether due to fraud or error. 

Auditors’ Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presenta
of the financial statements in order to design audit procedures that are appropriate in the circumstances, bu
not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used 
the reasonableness of significant accounting estimates made by management, as well as evaluating the ove
presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 

Opinion 
In our opinion, the financial statements referred to above present fairly, in all material respects, the fiduciary
position of the City of Austin Employees’ Retirement System as of December 31, 2018 and 2017, and the 
changes in fiduciary net position for the years then ended in accordance with U.S. generally accepted 
accounting principles. 

KPMG LLP
Suite 1900
111 Congress Avenue
Austin, TX 78701-4091
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Other Matters 
Required Supplementary Information 

U.S. generally accepted accounting principles require that the Management’s Discussion and Analysis, the 
Schedule of Changes in Net Pension Liability and Related Ratios, the Schedule of Contributions, and the 
Schedule of Investment Returns on pages 29-32 and 58-59 be presented to supplement the basic financial 
statements. Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for 
placing the basic financial statements in an appropriate operational, economic, or historical context. We have 
applied certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of management 
about the methods of preparing the information and comparing the information for consistency with 
management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained 
during our audit of the basic financial statements. We do not express an opinion or provide any assurance on 
the information because the limited procedures do not provide us with sufficient evidence to express an opinion 
or provide any assurance. 

Supplementary and Other Information 

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
Introductory Section on pages 1-26, Other Supplementary Information - Investment, General & Administrative, 
and Consultant Expenses on page 60, the Investment Section on pages 61-78, the Actuarial Section on 
pages 79-130, and the Statistical Section on pages 131-142 are presented for purposes of additional analysis 
and are not a required part of the financial statements. 

The Other Supplementary Information - Investment, General & Administrative, and Consultant Expenses on is 
the responsibility of management and was derived from and relates directly to the underlying accounting and 
other records used to prepare the basic financial statements. Such information has been subjected to the 
auditing procedures applied in the audit of the financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying accounting and other records used to 
prepare the basic financial statements or to the basic financial statements themselves, and other additional 
procedures in accordance with auditing standards generally accepted in the United States of America. In our 
opinion, the Other Supplementary Information - Investment, General & Administrative, and Consultant 
Expenses is fairly stated in all material respects in relation to the financial statements as a whole. 

The Introductory Section, the Investment Section, the Actuarial Section, and the Statistical Section have not 
been subjected to the auditing procedures applied in the audit of the basic financial statements, and 
accordingly, we do not express an opinion or provide any assurance on it. 

Austin, Texas 
May 24, 2019 
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Amid this market turmoil, the Fund remained well diversified across a wide range of assets as shown in 
the allocation table below.  Diversification is often called “the only free lunch” in finance since it 
represents the only way to reduce the risk of a portfolio without decreasing its expected return.  At the 
end of 2018, all of the allocations were within the designated ranges with the exception of the 
infrastructure allocation, which was below minimum at that particular date pending the selection of 
appropriate managers during 2019.    

 

Amid the difficult market environment of 2018 the allocation produced investment returns of -5.91% net 
of expenses for the Fund, marking the first loss in a full calendar year since the Global Financial Crisis of 
2008.  Even so, strong implementation allowed the Fund to deliver 75 basis points of excess return above 
its Policy Benchmark, which amounts to roughly $20 million of capital preservation in a down market.  
These results allowed the Fund to end the year at $2.447 billion in assets.   

While the investment gains of 2018 were certainly disappointing, over the last ten years the Fund has 
earned average returns of 9.6% annually, a figure well above its actuarially assumed long-term rate of 
return of 7.5%.  By historical standards even this absolute level of realized return may appear relatively 
low, particularly when compared to the 1980s and 1990s when double-digit returns were common for 
diversified portfolios.  However, the difference in absolute returns is explained by the extremely low 
interest rate environment that has prevailed in the new millennium and particularly since the 2008-09 
global financial crisis.  

The following table illustrates the pressure that low interest rates have exerted on long-term returns for 
the Fund and others like it, as well as the strong relative performance of the portfolio.  It shows that over 
the long-term, the Fund has earned an average of 4-5% annually above the risk-free return that owning 
US Treasury bills would have provided during the trailing ten-year period.  For the period ending in 2018, 



63

COAERS 2018 Comprehensive Annual Financial Report

Investment SecƟ on



64 Investment SecƟ on

COAERS 2018 Comprehensive Annual Financial Report



65

COAERS 2018 Comprehensive Annual Financial Report

Investment SecƟ on

 
RVKInc.com

 



66 Investment SecƟ on

COAERS 2018 Comprehensive Annual Financial Report



67

COAERS 2018 Comprehensive Annual Financial Report

Investment SecƟ on



68 Investment SecƟ on

COAERS 2018 Comprehensive Annual Financial Report

OUTLINE OF INVESTMENT POLICIES



69

COAERS 2018 Comprehensive Annual Financial Report

Investment SecƟ on



70 Investment SecƟ on

COAERS 2018 Comprehensive Annual Financial Report



71

COAERS 2018 Comprehensive Annual Financial Report

Investment SecƟ on



72 Investment SecƟ on

COAERS 2018 Comprehensive Annual Financial Report

TA
RG

ET
 %

TA
RG

ET
 A

M
O

UN
T

AM
O

UN
T

%
Gl

ob
al

 E
qu

ity
$

1,
42

1,
57

9,
32

2
58

.0
8%

55
.0

0%
1,

34
6,

20
6,

46
4

75
,3

72
,8

58
3.

08
%

US
 E

qu
iti

es
79

8,
24

3,
79

0
32

.6
1%

32
.0

0%
78

3,
24

7,
39

7
14

,9
96

,3
93

De
ve

lo
pe

d 
M

ar
ke

t E
qu

iti
es

41
7,

36
4,

92
0

17
.0

5%
15

.0
0%

36
7,

14
7,

21
8

50
,2

17
,7

02
Em

er
gi

ng
 M

ar
ke

t E
qu

iti
es

20
5,

97
0,

61
2

8.
42

%
8.

00
%

19
5,

81
1,

84
9

10
,1

58
,7

63
Fi

xe
d 

In
co

m
e

$
54

4,
79

9,
32

1
22

.2
6%

20
.0

0%
48

9,
52

9,
62

3
55

,2
69

,6
98

2.
26

%
Re

al
 A

ss
et

s
$

24
3,

18
8,

63
2

9.
94

%
15

.0
0%

36
7,

14
7,

21
8

-1
23

,9
58

,5
86

-5
.0

6%
Re

al
 E

st
at

e
24

3,
18

8,
63

2
9.

94
%

10
.0

0%
24

4,
76

4,
81

2
(1

,5
76

,1
80

)
In

fr
as

tr
uc

tu
re

0
0.

00
%

5.
00

%
12

2,
38

2,
40

6
(1

22
,3

82
,4

06
)

M
ul

ti-
As

se
t

23
3,

58
4,

94
5

9.
54

%
10

.0
0%

24
4,

76
4,

81
2

-1
1,

17
9,

86
7

-0
.4

6%
St

ra
te

gi
c P

ar
tn

er
sh

ip
12

1,
52

5,
28

4
4.

96
%

5.
00

%
12

2,
38

2,
40

6
(8

57
,1

22
)

Ri
sk

 P
ar

ity
11

2,
05

9,
66

1
4.

58
%

5.
00

%
12

2,
38

2,
40

6
(1

0,
32

2,
74

5)
Ca

sh
4,

49
5,

89
7

0.
18

%
0.

00
%

0
4,

49
5,

89
7

0.
18

%
$

2,
44

7,
64

8,
11

7
10

0.
00

%
10

0.
00

%
2,

44
7,

64
8,

11
7

$
79

8,
24

3,
79

0
32

.6
1%

M
EL

LO
N 

CA
PI

TA
L -

 D
YN

AM
IC

 U
S 

EQ
UI

TY
 

12
3,

78
3,

07
1

5.
06

%
IN

TE
CH

 - 
US

 E
NH

AN
CE

D 
IN

DE
X 

ST
RA

TE
GY

84
,2

79
,8

99
3.

44
%

NT
I -

 S
CI

EN
TI

FI
C 

BE
TA

 U
S 

4F
 M

BM
S 

EW
 IN

DE
X 

23
6,

05
1,

28
2

9.
64

%
NT

I -
 S

CI
EN

TI
FI

C 
BE

TA
 U

S 
6F

 M
BM

S 
EW

 H
FI

 IN
DE

X 
24

0,
37

6,
94

0
9.

82
%

LG
IM

A 
- R

US
SE

LL
 2

00
0 

IN
DE

X 
FU

ND
11

3,
75

2,
59

8
4.

65
%

41
7,

36
4,

92
0

17
.0

5%
W

AL
TE

R 
SC

OT
T 

&
 P

AR
TN

ER
S 

LT
D 

15
6,

78
9,

62
8

6.
41

%
16

07
 C

AP
IT

AL
 P

AR
TN

ER
S 

LL
C 

11
3,

87
5,

19
7

4.
65

%
NT

I -
 S

CI
EN

TI
FI

C 
BE

TA
 D

M
 4

F 
M

BM
S 

EW
 IN

DE
X 

49
,1

86
,7

18
2.

01
%

NT
 M

SC
I W

OR
LD

 E
X-

US
 S

M
AL

L C
AP

 IN
DE

X
97

,5
13

,3
77

3.
98

%
20

5,
97

0,
61

2
8.

42
%

BA
IL

LI
E 

GI
FF

OR
D 

- E
M

ER
GI

NG
 M

AR
KE

TS
 F

UN
D 

10
1,

83
3,

81
0

4.
16

%
LG

IM
A 

- S
CI

EN
TI

FI
C 

BE
TA

 E
M

 4
F 

M
BM

S 
IN

DE
X 

FU
ND

10
4,

13
6,

80
2

4.
25

%
54

4,
79

9,
32

1
22

.2
6%

AG
IN

CO
UR

T 
CA

PI
TA

L M
AN

AG
EM

EN
T 

LL
C 

38
3,

92
7,

73
0

15
.6

9%
NT

I A
GG

RE
GA

TE
 B

ON
D 

IN
DE

X 
FU

ND
 - 

NO
N-

LE
ND

IN
G 

 
16

0,
87

1,
59

1
6.

57
%

24
3,

18
8,

63
2

9.
94

%
PR

IN
CI

PA
L G

LO
BA

L I
NV

ES
TO

RS
 - 

US
 P

RO
PE

RT
Y 

AC
CO

UN
T

24
3,

18
8,

63
2

9.
94

%
12

1,
52

5,
28

4
4.

96
%

BL
AC

KR
OC

K 
M

UL
TI

-A
SS

ET
 S

TR
AT

EG
IC

 P
AR

TN
ER

SH
IP

12
1,

52
5,

28
4

4.
96

%
11

2,
05

9,
66

1
4.

58
%

AQ
R 

GR
P-

EL
 F

UN
D,

 LP
11

2,
05

9,
66

1
4.

58
%

4,
49

5,
89

7
0.

18
%

CA
SH

4,
49

5,
89

7
0.

18
%

$
2,

44
7,

64
8,

11
7

10
0.

00
%

 Re
co

nc
ili

at
io

n 
to

 S
ta

te
m

en
t o

f N
et

 P
os

iti
on

:
In

te
re

st
 a

nd
 d

iv
id

en
ds

 re
ce

iv
ab

le
 

$
6,

54
5,

43
6

Tr
ad

es
 p

en
di

ng
 se

tt
le

m
en

t (
ne

t)
(1

,1
21

,7
83

)
In

ve
st

m
en

ts
2,

44
2,

22
4,

46
4

   T
ot

al
 in

ve
st

m
en

ts
 (p

er
 g

lo
ba

l c
us

to
di

an
)

$
2,

44
7,

64
8,

11
7

9,
70

5,
45

6.
56

    
    

    
    

    
  

FI
XE

D 
IN

CO
M

E

Ci
ty

 o
f A

us
tin

 E
m

pl
oy

ee
s' 

Re
tir

em
en

t S
ys

te
m

As
se

t A
llo

ca
tio

n
as

 o
f 1

2/
31

/2
01

8
IN

VE
ST

M
EN

T 
PO

LI
CY

 
ST

RA
TE

GI
C 

AS
SE

T 
AL

LO
CA

TI
O

N:
12

/3
1/

20
18

VA
LU

E
%

 O
F 

FU
ND

AS
SE

T 
AL

LO
CA

TI
O

N
VA

RI
AN

CE
 F

RO
M

 T
AR

GE
T

TO
TA

L

AS
SE

T 
CL

AS
S 

/ M
AN

AG
ER

 / 
ST

RA
TE

GY
US

 E
Q

UI
TI

ES

DE
VE

LO
PE

D 
M

AR
KE

T 
EQ

UI
TI

ES

EM
ER

GI
NG

 M
AR

KE
T 

EQ
UI

TI
ES

RE
AL

 E
ST

AT
E

ST
RA

TE
GI

C 
PA

RT
NE

RS
HI

P

RI
SK

 P
AR

IT
Y

CA
SH

TO
TA

L

ASSET ALLOCATION



73

COAERS 2018 Comprehensive Annual Financial Report

Investment SecƟ on

SCHEDULE OF INVESTMENT RESULTS

S&P 500

S&P 500

Russell 1000 Index

Russell 1000 Index

Russell 2000 Index

 MSCI EAFE

90% MSCI EAFE/10% MSCI Emerging Mkts

 MSCI EAFE

MSCI World ex US Small Cap

 MSCI EAFE

MSCI World ex US Small Cap

MSCI Emerging Markets

MSCI Emerging Markets

70% BB US Agg/30% BB Int Govt & Credit

Barclays US Aggregate

NCREIF ODCE

BlackRock Strategic Partnership Custom

S&P Risk Parity Index (10% Vol)

Alerian MLP

Bloomberg Commodity Index

90 Day T-Bills

*Policy Index
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LARGEST PORTFOLIO HOLDINGS
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INVESTMENT SUMMARY AT FAIR MARKET VALUE

ALLOCATION BY SECTOR

COAERS Strategic AllocaƟ on                 Median Peer Public Fund COAERS Target AllocaƟ on

32.61%

25.47%22.26%

0.00%

19.48%

0.18%
34.58%

14.38%
26.93%

4.21%

18.72%

1.18% 32.00%

23.00%
20.00%

0.00%

25.00%

0.00%

US Equities
32.61%

Developed 
Market Equities

17.05%
Emerging Market 

Equities 8.42%

Fixed Income
22.26%

Real Estate
9.94%

Strategic 
Partnership

4.96%

Risk Parity
4.58%

Cash 0.18%
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BROKER COMMISSIONS OVER $5,000

Broker Name
# of Shares

Traded
Commission

Paid
Cost

per Share

Canaccord Genuity Limited 893,300 9,133$                   0.017$                   
Cantor Fitzgerald Europe 1,248,200 8,299 0.008
Citigroup Global Markets Inc. 6,685,254 6,355 0.002
Citigroup Global Markets Limited 6,495,133 13,189 0.190
Clsa Singapore Pte Ltd. 1,504,173 9,500 0.029
Crest Depository Limited 2,257,967 14,321 0.013
Friedman Billing And Ramsey 213,096 6,393 0.030
Goldman Sachs International 2,741,150 5,573 0.037
Industrial And Commercial Bank Of China Financial 231,821 6,041 0.039
Instinet Europe Limited 1,303,608 7,279 0.010
Instinet, Llc 380,794 8,767 0.028
Investment Technology Group Ltd. 21,224,705 18,031 0.005
J.P. Morgan Securities Llc 12,087,480 6,017 0.023
J.P. Morgan Securities Plc 1,204,576 5,679 0.005
Jones Trading Institutional Service 672,939 5,608 0.009
Merrill Lynch, Pierce, Fenner & Smith Incorporated 232,293 5,510 0.031
National Financial Services Llc 5,062,194 42,558 0.008
Numis Securities Inc. 593,865 5,369 0.021
Raymond James And Associates 1,355,360 7,326 0.006
Sanford C. Bernstein Ltd 3,085,986 11,582 0.042
Smbc Nikko Capital Markets Limited 1,029,800 14,073 0.065
Societe Generale London Branch 3,873,790 14,141 0.049
Combined - 105 Brokers with Commissions < $5,000 541,341,201 76,723 0.014

Total Broker Commission 615,718,685 307,465$              0.025$                  
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TOTAL FUND AND PASSIVE INDEX VS. MELLON PUBLIC FUND UNIVERSE

TOTAL GROWTH OF $1.00 VS. PASSIVE INDEX
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Total Fund Composite Policy index Fund Value Added

Note:  The Policy Index reflects a passive implementation of the Strategic Asset Allocation established by the Board, and outperformance  
represents the value added by investment implementation and rebalancing activities. At year-end 2018 the Policy Index was comprised 
of 32% Russell 3000, 15% MSCI ACWI xUS, 3% MSCI ACWI, 8% MSCI EM, 22% BB Global Agg, 10% FTSE NAREIT Equity REITs, 5% S&P 
Global Infrastructure, 5% BlackRock Custom. 

4Q18 1 Year 2 Years 3 Years 5 Years 10 Years
COAERS -8.20% -5.62% 5.07% 6.18% 4.38% 9.00%
Passive -7.41% -5.71% 4.84% 5.45% 3.94% 7.74%

5th Percentile -2.91% -0.09% 7.01% 7.49% 5.98% 9.78%
1st Quartile -6.47% -3.04% 5.74% 6.43% 5.19% 8.98%
Median -7.70% -4.17% 5.03% 5.90% 4.73% 8.43%
3rd Quartile -8.58% -5.16% 4.26% 5.32% 4.13% 7.74%
95th Percentile -10.10% -6.89% 2.66% 3.82% 3.05% 6.34%

Observations 503 495 482 471 451 386
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HISTORY OF CONTRIBUTIONS AND BENEFIT RATES, �ÊÄã®Äç��

Notes:  The System was a money purchase plan until 1962 when a formula for computing benefits was introduced with a multiplier of 
1.125%. Special adjustments based on years of retirement granted by City Council in 1985 and 1990 are not reflected in table. 
Source: Information derived from COAERS internal sources.


