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To the People of the City of Philadelphia: 
 
 

The Board of Pensions and Retirement hereby submits the Annual 

Report of the Retirement System for City of Philadelphia 

employees for the fiscal year ending June 30, 2006.  The report 

consists of three sections:  An introductory section which contains 

a brief summary of the Fund and identifies the administrators, 

investment managers and professional consultants of the 

Retirement System, an actuarial section which details the 

methods of costing and funding current and future benefits to 

members and beneficiaries of the Retirement System, and a 

financial section which contains the System’s financial 

statements, membership and pension data, and investment 

statistics. 
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MISSION 
 
The Board of Pensions and Retirement was charged under the Philadelphia Home Rule 
Charter with the creation and maintenance of an actuarially sound Retirement System 
providing benefits for all City employees.  The Ordinance (Bill No. 907) implementing 
the present Retirement System was formally approved by City Council on December 3, 
1956, and the System became operational effective January 1, 1957.  The enactment 
of Bill No. 907 superseded the Act of Assembly approved May 20, 1915, P.L. 566, 
under which the Pension Fund had previously been governed. 
 
The Board, as defined in the Home Rule Charter, is composed of the Director of 
Finance, who serves as chairperson, the Managing Director, the City Solicitor, the 
Personnel Director, the City Controller and four members who are elected by the Civil 
Service employees of the City of Philadelphia.  The elected members serve a four-year 
term of office. 
 
The 9-member Board formally approves all benefit applications, but its major role is 
that of “trustee”, to ensure that the Retirement System remains actuarially and 
financially sound for the benefit of current and future benefit recipients.  The Board, 
with the assistance of its professional consultants, develops the policies and strategies 
which will enable the Board to successfully execute its fiduciary obligations. 
 
The Executive Director, aided by a staff of 72 personnel, administers the day-to-day 
activities of the Retirement System. 
 
 
MEMBERSHIP 
 
The Public Employees Retirement System provides benefits to police, fire and civilian 
workers of the City of Philadelphia through the administration of pension plans 
adopted from 1915 to the present.  In addition, the Board of Pensions administers (but 
does not fund) a pension plan for the employees of quasi-public agencies (the 
Philadelphia Parking Authority, the Hospitals and Higher Education Facilities 
Authority of Philadelphia, the Philadelphia Municipal Authority, the Philadelphia 
Housing Development Corporation, and the Philadelphia Regional Port Authority). 
 
In fiscal year 2006, the Public Employees Retirement System had 29,929 active 
members and 33,185 retired members, including 8,694 survivors and 4,472 people 
receiving disability benefits. 
 
During fiscal year 2006, the Board approved 1,572 pension applications submitted by 
retiring employees, surviving spouses, beneficiaries and disabled members.  The Board 
processed 1,259 refunds of pension contributions to former employees and 
beneficiaries of deceased members. 



 
 
 
FUNDING 
 
The Municipal Pension Plan Funding Standard and Recovery Act of December 1984 
(Act 205) mandated funding methods for all municipal pension plans in the 
Commonwealth of Pennsylvania.  Under the provisions of Act 205, the Municipal 
Retirement System is required to fund the actuarial liability accrued after July 1, 1985 
on a level dollar payment method.  In effect, the cost of current pension obligations 
must be satisfied annually. 
 
The unfunded actuarial liability which had accrued prior to July 1, 1985 is being 
amortized over a 40-year period with payments increasing at the rate of 6% per year.  
This debt portion will be satisfied on June 30, 2019. 
 
A class action suit, Dombrowski v. City of Philadelphia, was instituted against the City 
of Philadelphia asserting that the funding level was insufficient to maintain an 
actuarially sound system as required by the City Charter.  The Philadelphia Court of 
Common Pleas ordered that the judgment in the Dombrowski case was to be 
amortized in level dollar payments over 40 years, ending June 30, 2009. 
 
Act 205 requires that an actuarial valuation be performed annually and that an 
experience study, covering a 5-year period, be conducted every 4 years to insure that 
the pension costs derived by the actuary are accurate and based on valid historical 
experience. 
 
In January 1999, the City issued $1.29 billion of 30-year pension obligation bonds 
having an overall rate of 6.61% with a goal of reducing the City’s unfunded pension 
obligation liability.  
 
The normal cost to the Public Employees Retirement System for fiscal year 2006 was 
$75,778,821.  The total unfunded accrued liability for fiscal year 2006 was 
$337,079,230, including $2,024,000 for the Dombrowski annual payment. 
 
Under the City’s funding policy, the recommended contribution for the City for the 
current year amounted to $384,530,843.  The City’s actual contribution was 
$321,346,416.  The City’s contribution did meet the Minimum Municipal Obligation 
(MMO) as required by the Commonwealth of Pennsylvania’s Acts 205 and 189. 
 
 
INCOME 
 
The City of Philadelphia is the largest single contributor to the Public Employees 
Retirement System.  The City contributed $321,346,416 or 38.5% of the total 
additions to the Retirement System’s net assets in fiscal year 2006.  Employees 
contribute a percentage of their pay, and the percentage varies with plan membership.  
Employee contributions totalled $48,910,052 or 5.9% of additions. Contributions from 
the quasi-public agencies amounted to $10,419,031 or 1.2% of additions. 
 



A major source of income is the earnings of the System’s investment portfolio.  Interest 
and dividends amounted to $65,100,546 or 7.8% of total additions, while securities 
lending revenue increased plan net assets by $12,040,928 or 1.4% of additions.  
Normal investing activity contributed $403,143,791 in capital gains or 48.3% of the 
additions.  Miscellaneous sources provided $2,157,351 or .3% towards the additions. 
Together the contributions and earnings added $863,118,115 to the plan net assets. 
 
Investment expenses of $16,780,609 and securities lending expenses of $11,343,244              
resulted in a decrease to the plan net assets of $28,123,853 or 3.4%.  After investment 
expenses, the plan net assets increased by $834,994,263 in fiscal year 2006. 
 
 
INVESTMENTS 
 
The 9-member Board of Pensions and Retirement plays an active role in the 
determination of investment policy and strategy.  All major decisions with regard to 
the portfolio are approved by the Board based upon the recommendations of its 
investment consultant and managers and the Board’s in-house investment staff.  
Fiduciary Investment Solutions, Inc., the Board’s Investment Consultant, oversees the 
management of the portfolio by investment management firms (a listing of these firms 
is presented on Pages 2-6).  
 
The investment policy developed by the Board provides the framework for the 
investment of funds.  However, the manner in which the Board invests its funds is 
constrained by legal statutes.  Investments of the Public Employees Retirement 
System must be made in compliance with Section 22-1001 of the Public Employees 
Retirement Code and the regulations for the investment of similar State funds as set 
forth in the Act of March 1, 1974 (P.L. 125, No. 31), as amended (71 Pa. C.S. Section 
5931). 
 
As part of its overall investment policy, the Board approved an asset allocation 
strategy which has as its goal the identification of the mix of broad asset classes that 
most efficiently balances the need for achieving an 8.75% rate of return with the desire 
to minimize the possibility of capital loss.  This strategy is periodically reviewed by the 
Board for possible fine-tuning to ensure that it remains dynamic and reflective of 
market conditions. 
 
The current portfolio structure is: 36.25% Domestic Equities; 14.77% International 
Equities; 17.13% Global Fixed Income; 4.41% Global TIPS; 3.02% Relative Return 
Bond; 1.23% Convertible Bond; 5.15% Tactical Asset Allocation (TAA) Balanced 
Portfolio of Stocks and Bond (Target of 60/40); 5.29% Opportunity Fund; 4.29% Hedge 
Fund – Non Directional; 1.31% Hedge Fund – Directional; 6.86% Alternative 
Investments; 0.08% Real Estate; and 0.19% Cash. 
 
As of the fiscal year ending June 30, 2006, the total market value of Pension Fund 
investments was $4,349,089,071 (an 8.1% increase over fiscal year 2005) vs. the value 
at cost of  $3,930,455,315 (a 10.8% increase over fiscal year 2005).  Accounting 
principles require the recognition of the assets at fair value and the resultant 
unrealized gain or loss shown as an addition or deduction to plan net assets.  
 



 
EXPENSES 
 
Pension benefit payments are the Board’s greatest current normal expense.  Of the 
total deduction of $620,196,026 from plan net assets in fiscal 2006, $608,682,198 or 
98.1% were pension payments. Other expenses included $4,791,109                     
for the refund of members’ contributions and $6,722,719 for administrative expenses. 
  
 
AMENDMENTS TO CITY OF PHILADELHPIA PUBLIC EMPLOYEES RETIREMENT 
CODE 
 
Section 22-105 – Definitions – Bill No. 051066 (Enacted by City Council May 25, 
2006) 
 
Section 22-105(9)(b) was amended to provide that court reporter fees may be included 
in the calculation of compensation.  The burden of proving the amount of the fees is 
on the employee and subject to requirements provided for in a Regulation of the Board 
of Pensions and Retirement. 
 
Section 22-105 – Definitions – Bill No. 060265 (Enacted by City Council May 25, 
2006) 
 
Section 22-105(9)(a)(.4) was amended to provide that effective July 1, 2003 the 
definition of compensation for pension calculation purposes for members of Police 
Plans B and D shall include 4% stress pay. 
 
Section 22-105(9)(a)(.5) was amended to provide that effective July 1, 2003 the 
definition of compensation for pension calculation purposes for members of Fire Plans 
A and X shall include a maximum 4% of premium pay.   
 
 
PROFESSIONAL SERVICES 
 
Professional consultants are retained by the Board of Pensions and Retirement to 
provide expertise and support necessary for the administration of the Public 
Employees Retirement System.  A list of those firms rendering professional services to 
the Board is presented on Pages 2-6. 
 
 
AUDIT
 
The City Controller’s Office, which is independent of the City of Philadelphia 
Administration, audits all operational transactions of the Board of Pensions and 
Retirement.  For the Fiscal year ending June 30, 2006, the Board elected to have the 
annual financial audit of the Municipal Pension Fund performed by the accounting 
firm of Mitchell & Titus, LLP.          
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EXHIBIT A-1
CITY OF PHILADELPHIA

MUNICIPAL PENSION FUND
STATEMENT OF PLAN NET ASSETS

JUNE 30, 2006

ASSETS

Cash on Deposit and on Hand $ 21,931,505
Investments at Fair Value 4,349,089,071
Securities Lending 404,307,762
Accounts Receivable 4,077,069
Due from Brokers 29,625,495
Interest and Dividends Receivable 7,377,285
Due from Other Governmental Units 3,513,290

Total Assets $ 4,819,921,477

LIABILITIES

Vouchers Payable $ 30,238
Accounts Payable 4,290,750
Salaries and Wages Payable 109,716
Due on Securities Lending 404,307,762
Due to Brokers 90,676,821
Accrued Expenses 1,165,356
Deferred Revenue 2,227,796
Other Liabilities 526,792

Total Liabilities 503,335,230

Net Assets Held in Trust for Pension Benefits $ 4,316,586,247

spinks
Underline

spinks
Line



Municipal Pension Fund
Summary of Investments by Type

For the Fiscal Year Ended June 30, 2006

Par Cost Market
U.S. Government Securities 113,745,421 113,742,752 112,195,340
U.S. Government Agency Securities 198,065,403 182,916,928 178,836,857
Corporate Bonds 229,197,495 230,512,287 251,572,567
Corporate Equity 208,840,291 2,883,190,326 3,260,069,928
Collateralized Mortgage Obligations 90,032,494 89,433,972 87,615,211
Other Bonds & Investments 94,475,663 61,471,824 61,794,183
Short Term Investment Pools 63,588,900 63,566,688 63,566,688
Real Estate 23,437,430 46,245,163 29,341,056
Financial Agreements 189,927,816 259,375,376 304,097,240

Total 1,211,310,914 3,930,455,315 4,349,089,071

                                                                City Of Philadelphia                                        Schedule A-1a 



EXHIBIT A-2
CITY OF PHILADELPHIA

MUNICIPAL PENSION FUND
STATEMENT OF CHANGES IN PLAN NET ASSETS

FOR THE FISCAL YEARS ENDED JUNE 30, 2006 AND 2005

June 30, 2006 June 30, 2005

Additions:
Contributions:

Employer's Contributions $ 331,765,447 $ 299,239,221
Employees' Contributions 48,910,052 49,328,140

Total Contributions 380,675,500 348,567,361

Investment Income:
Interest and Dividends 65,100,546 74,571,116
Gain (Loss) from Sale of Investments 403,143,791 321,234,088
(Less) Investment Expenses (16,780,609) (15,012,132)
Securities Lending Revenue 12,040,928 8,499,493
(Less) Securities Lending Expenses (11,343,244) (7,564,803)

Net Investment Income 452,161,412 381,727,762

Miscellaneous Operating Revenues 2,157,351 358,422

Total Additions 834,994,263 730,653,545

Deductions:
Personal Services 3,383,531 3,320,747
Purchase of Services 1,055,663 1,644,744
Materials and Supplies 101,766 101,580
Employee Benefits 2,034,523 1,507,331
Pension Benefits 608,682,198 590,653,605
Refunds of Members' Contributions 4,791,109 4,641,536
Other Operating Expenses 147,236 202,673

Total Deductions 620,196,026 602,072,216

Net Increase 214,798,237 128,581,329

Net Assets Held in Trust for
  Pension Benefits - July 1, 2005 4,101,788,010 3,973,206,681

Net Assets Held in Trust for
  Pension Benefits - June 30, 2006 $ 4,316,586,247 $ 4,101,788,010



CITY OF PHILADELPHIA
MUNICIPAL PENSION FUND

ANALYSIS OF MEMBER'S CONTRIBUTION
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

Municipal    
Division -     

Old

Municipal    
Division -     

New         

Fire           
Division -        

New

Police           
Division -         

New

 Balance July 1, 2005 203,351$      327,313$      59,410,621$      106,234,197$      

Additions:
Regular Payroll Deductions -                3,308 2,036,048 5,042,919
Installment Repurchase Deductions -                -                46,484 58,482
Payments Through City Treasurer -                -                196,728 156,601
Retirees' Pension Payments -                -                26,575               8,512                    
Net Change in Liability for Deceased Pensioners -                -                -                     (40,830)                
Net Change in Liability for Pensioners' Unexpected
Contribution -                -                (587,776)            138,854               
Adjustments to Members' Contribution Accounts -                -                -                     -                       
Unclaimed Withdrawal Checks Deposited -                -                -                     -                       

Total Additions -                3,308            1,718,059          5,364,537            

Deductions
Withdrawals -                -                52,190               154,862               
Retirements -                -                4,701,524          8,802,090            
Adjustments to Members' Contribution Accounts -                -                -                     -                       

Total Deductions -                -                4,753,714          8,956,952            

Net Change in Year -                3,308            (3,035,655)         (3,592,415)           

Balance, June 30, 2006 203,351$      330,621$      56,374,966$      102,641,782$      



EXHIBIT A-3

Elected        
Officials      

Municipal        
Revised          
Plan 60

Municipal      
Revised       
Plan  87

 Municipal      
Revised         
Plan  93

Fire            
Division         

Old 

Police          
Division         

Old Total

2,203,962$      268,689,667$      7,186,054$      59,096,655$      22,641,328$      90,870,543$      616,863,691$          

171,789 11,918,691 7,844 10,085,058 3,322,410 12,716,310 45,304,375
4,735 135,003 -                   432,773 153,356 159,085 989,917

6,443               967,162 36,790 902,903 219,890 50,383 2,536,901
-                   42,651                 1,121               -                     -                     -                     78,859
-                   196,661               (34,890)            10,657               -                     59,333               (190,931)                  

104,149           588,428               1775 131371 (9,489)                (35,217)              332,095
-                   -                       -                   -                     -                     -                     -                           
-                   -                       -                   -                     -                     -                     -                           

287,116           13,848,596          12,640             11,562,762        3,686,167          12,949,893        49,051,216              

109,917           1,456,935            233                  1,872,074          232,289             912,610             4,791,109                
172,307           19,331,572          19,907             964,115             58,357               406,359             34,456,232              

-                   -                       -                   -                     -                     -                     -                           

282,224           20,788,507          20,140             2,836,189          290,647             1,318,969          39,247,341              

4,892               (6,939,911)           (7,500)              8,726,573          3,395,520          11,630,924        9,803,875                

2,208,854$      261,749,756$      7,178,554$      67,823,228$      26,036,848$      102,501,467$    626,667,566$          



                                        MUNICIPAL PENSION FUND Exhibit A-4
ANALYSIS OF FUND BALANCE

FOR THE PERIOD ENDED JUNE 30, 2006

Reserve for Payment of Pensions
Reserve for Member Contributions   and All Other Purposes Total Reserves

Balance, July 1, 2005 $616,863,691 $3,484,924,319 $4,101,788,010

Additions:
  Contributions:
   Employees 48,910,052
   Quasi-Public Agencies - 10,419,032
   City Appropriations - 321,346,416

Total Contributions 48,910,052 331,765,447
  Interest:
   Members' Reinstatements - 45,964
   Interest on Long-Term Investments - 63,322,582
   Interest on Short-Term Investments - 1,732,000

Total Interest - 65,100,546
  Members' Contributions Transferred
   To Reserve for Retirements - 34,456,232
   Adjustments for Employees Unexpended
    Vacation Time - -
  Adjustments to Members' Unexpended
   Contributions 332,095 -
  Adjustments for Accrued Death Benefits - -
  Net Appreciation Fair Value of Investment Managers -
  Net Income (Loss) from Investment Managers 403,143,791
  Other Additions:
   Unclaimed Withdrawal Checks Deposited - -
   Refunds and Cancelled Checks-Prior
    Years' Pensions - 1,246,094
   Miscellaneous Receipts - 1,477,319
   Miscellaneous Fund Balance Adjustments - 131,622

Total Other Additions 2,855,035

Total Additions 49,242,147 837,321,052 886,563,199

Deductions:
   Withdrawals 4,791,109 -
   Retirements 34,456,232 -
   Adjustments to Members' Contributions - -
   Administrative Expenses - 6,292,346
   Payments of Pensions and Benefits - 608,682,198
   Investment Manager Expenses - 16,780,609
   Adjustments for Employees Unexpended -
    Vacation Time - (5,295)
   Adjustments to Members' Unexpended - -
    Contributions - 332,095
  Adjustments for Accrued Death Benefits - 244,737
  Adjustments for Liability to -
   Deceased Pensioners 190,931 -

-
   Miscellaneous Fund Balance Adjustments - -

Total Deductions 39,438,272 632,326,690 671,764,962

Balance , June 30, 2006 $626,667,566 $3,484,924,319 $4,316,586,247



City of Philadelphia EXHIBIT A-5
Municipal Pension Fund
Statement of Cash Receipts and Disbursements
For the Fiscal Year Ended June 30, 2006

Balance July 1, 2005 111,923,987

Receipts:
    From Members:
       Contributions 48,801,448
        Installment Interest 3,958
        Installment Penalty Fees 13,652

             Total Member Receipts 48,819,059

   Employer Contributions 321,346,416
   Interest on Short-term Securities 1,732,000
   Earnings on Security Lendings  697,684
   Miscellaneous  Revenue 779,635
   Refunds and Canceled Checks 1,399,458
   Quasi Reimbursements 11,339,324
   Investment Activity-Transfers(Net) 157,562,403

                     Total Receipts 543,675,978

Total Available for Disbursement 655,599,965

Disbursements:
   Pensions and Benefits 608,822,292
   Withdrawals 4,791,109
   Expenditure Payments 2,509,832
   Fringe Benefit Charges 447,816
   Payroll Charges 2,912,143
   Salaries Payable 3,569
   Operating Account Activity 13,539,182
   Expenditure Transfers (Net) 642,517

                   Total Disbursements 633,668,461

Balance June 30, 2006 21,931,505
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CITY OF PHILADELPHIA 
 

PUBLIC EMPLOYEES RETIREMENT SYSTEM 
 

ANALYSIS OF MEMBERSHIP 
 
 

ACTIVE MEMBERS 
 

 
DIVISION    6/30/05   6/30/06 
 
MUNICIPAL    21,190   21,027 
 
FIRE         2,214       2,240 
 
POLICE        6,702        6,662 
 
 
TOTAL    30,106   29,929 
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