
REGULATIONS 
O F  

JiWM DRY CREEK, L.L.C. 

These REGULATIONS ("Regulations") of JMM Dry Creek, L.L.C. (the "Companf'). 
effective as of the Btiay of July, 2005, are (i) adopted by the managers of the Company (the 
"Managers") and (ii) executed and agreed to, for good and valuable consideration, by the members 
of the Company (the "Members"). 

ARTICLE 1 
GENERAL 

1.1 Offices. The principal office of the Company shall be in Dallas County, or as 
subsequently designated by the Managers. The Company may have other offices, either within or 
without the State of Texas, as the Managers may designate or as the business of the Company may 
require. The registered officeofthe Company required by theTexas Limited Liability Company Act 
(the "Act") to be maintained in the State of Texas and as designated in the Articles of Organization 
of the Company (the "Articles") may be changed from time to time by the Managers. 

1.2 Purposes. The purposes of the Company are as set forth in the Articles. 

1.3 Duration of the Comuany. The period of duration of the Company shall be perpetual 
unless it is earlier dissolved in accordance with these Regulations or the Act. 

ARTICLE 2 
hCMBERS 

2.1 Memben. The Members as of the date of these Regulations and their addresses are 
set forth on Exhibit "A" attached hereto and incolporated herein by reference for all purposes. 
Additional Members may be adm~tted on terms and conditions unanimously agreed to in writing by 
the Members. 

2.2 Meetings. An annual meeting of Members, to elect Managers and transact such other 
business as may be properly brought before the Members, shall be held within 180 days of the end 
of each of the Company's fiscal years. Special meetings of the Members may be called by the 
Managers or by the holden of not less than 50% of the membership interests in the Company, and 
only business within the purposes stated in the notice of a special meeting of the Members may be 
conducted at that meeting. Notice of meetings of the Members shall be written or printed, stating 
the place, day and hour of the meeting. In case of a special meeting, the notice shall state the 
purpose or purposes for which the meeting is called and shall be delivered not less than 10 nor more 
than 50 days before the date of the meeting. 

2.3 Voting List. The officer or agent having charge of the Company's membership 
records shall make, at least 10 days before each meeting of Members, a complete list of the Members 
entitled to vote at such meeting or any adjournment thereof, such Members' addresses and their 
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percentages of membership interests. Such List shall be kept on file at the Company's principal 
office for a period of 10 days and shall be subject to inspection by any Member at any time during 
usual business hours. Such list shall also be produced and kept open at the time and place of the 
meeting and shall he subject to inspection by any Member during the whole time of such meeting. 

2.4 Q u o m  and Voting. The holders of all the membership interests entitled to vote, 
present in person or represented by proxy, shall constitute a q u o m  at a meeting ofMembers for the 
transaction of business. When a quorum is present at any meeting, except as otherwise provided in 
the Act or the Articles, the vote of the holderj of a majority of the membership interests present and 
entitled to vote at such meeting shall be the act of the Members. A Member will have one vote or 
a fraction of one vote for each I% of voting membership interest or fraction of 1% of voting 
membership interest owned by the Member. Cumulative votingis prohibited. A Member may vote 
in person or by proxy executed in writing by the Member or the Member's duly authorized attorney- 
in-fact. 

2.5 Lack of Authority. No Member (other than a Member acting in his capacity as a 
Manager or officer) has the authority or power to act for or on behalf of the Company, to do any act 
that would be binding on the Company, or to incur any expenditures on behalf of the Company. 

ARTICLE 3 
MANAGERS AND OFFICERS 

3.1 General Powers. The powers of the Company shall be exercised by or under the 
authority ofthe Managers, and the business and affairs of the Company shall bemanaged by or under 
the direction of the Managers. 

3.2 Number. Tenure and Oualification. The number of Managers of the Company shall 
be as determined from time to time by the Managers, but shatl not be Less than one, and the initial 
number of Managers shall be one (I). Each Manager shall hold office for a period of one year or 
until his successor is elected and qualified. Managers need not be residents of the State ofTexas nor 
Members of the Company. 

3.3 Vacancies. Any vacancy occurring in a Manager position may be filled by the 
afkmative vote of a majority of the Members having the right to vote for the election of Managers 
or by the affirmative vote of a majority of the remaining Managers though less than a quorum. 

3.4 Quorum and Voting. All of the Managers shall constitute a quorum for the 
transaction ofbusiness at any meeting ofthe Managers. Except as otherwise provided in the Act or 
in the Articles, the affirmative vote of a majority of the Managers present at a meeting at which a 
quorum is present shall be the act of the Managers. 

3.5 Removal. (a) At any meeting of M m b m  called expressly for that purpose, after 
compliance with procedures set forth in this Section 3.5, any Managers may be removed, for Cause, 
by the affirmative vote of a majority of the Members entitled to vote for the election of Managers. 
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(b) For the purposes of these Regulations, "Cause" shall mean that, prior to any removal 
pursuant to this Section 3.5, a Manager shall have committed: 

(i) an intentional act or acts of fraud, embezzlement or theft constituting 
a felony and resulting or intended to result directly or indirectly in gain or personal 
enrichment for the Manager at the expense of the Company; or 

(ii) the continued, repeated, intentional and willful refusal to perform the 
duties associated with the Manager's position with the Company, which is not cured 
within 45 days following written notice to the Manager. 

For purposes of these Regulations, no act or failure to act on the part of the Manager shall 
be deemed "intentional" if it was due primarily to an error in judgment or negligence, but shall be 
deemed "intentional" only if done or omitted to be done by the Manager not in good faith and 
without reasonable belief that his action or omission was in the best interest of the Company. 

A Manager shall not be deemed to have been removed forUCause" hereunder unless and until 
there shall have been delivered to theManagera copy of aresolution duly adopted by the affirmative 
vote of not less than a majority of the Managers then in office at a meeting of the Managers called 
and held for such purpose, after 10 days notice to the Manager and an opportunity for the Manager, 
together with his counsel (if the Manager chooses to have counsel present at such meeting), to be 
heard by the Managers, finding that, in the good faith opinion of the Managers, the Manager had 
committed an act constituting "Cause" as herein defined and specifying the particulars thereof in 
detail. Nothing herein will limit the right of the Manager or his beneficiaries to contest the validity 
or propriety of any such determination. 

3.6 Committees. TheManagers, by resolution,may designate from among the Managers 
one or more committees, each of which shall be comprised of one or more ofthe Managers, and may 
designate one or more Managers as alternate members of any committee, who may, subject to any 
limitations imposed by the Managers, replace absent or disqualified Managers at any meeting of that 
committee. Any such committee, to the extent provided in such resolution or these Regulations, 
shall have and may exercise all of the authority ofthe Managers. subject to the limitations set forth 
in the Act. 

3.7 Number; Titles: Term of Office. The officers of the Company shall be such officers 
as may be deemed appropriate by the Managers. Each officer shall hold office until his successor 
shall have been duly elected pursuant to Section 3.8, until his death, or until he shall resign or shall 
have been removed pursuant to Section 3.9. Any two or more offices may be held by the same 
person. None of the officers need be a Member of the Company or a resident of the State of Texas. 

3.8 Election of Officers. Each officer of the Company shall be elected and appointed to 
his respective office by the Managers. 
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3.9 Removal. Any officer elected or appointed pursuant to Section 3.9 may be removed 
by the Managers fiom time to time, but such removal shall be without prejudice to the contract 
rights, if any, of the person so removed. Election or appointment of an officer shall not of itself 
create contract rights. 

3.10 Vacancies. Any vacancy occurring in any office of the Company (be it death, 
resignation, removal or otherwise) may be filled in the manner set forth in Section 3.9 hereof. 

3.11 Authority. Officers shall have such authority and perform such duties in the 
management of the Company as may be further described in Section 3.14 or as may be deemed 
appropriate by the Managers. 

3.12 Com~ensation. The compensation, if any, of officers shall be fixed kom time to time 
by the Managers. 

3.13 Duties of Officers. The following officers of the Company, upon their election 
pursuant to Section 3.8, shall have the following powers and duties, as such powers and duties may 
be emended from time to time by the Managers. 

(a) Chief Executive Officer. The Chief Executive Officer of the Company shall, 
in general, supenise and control all of the business and affairs of the Company, with such 
powers as shall be reasonably incident to such responsibilities. In addition, the Chief 
Executive Officer shall preside at all meetings of the Members. Such officer may sign all 
certificates (if any) for Shares in the Company. 

(b) President. The President shall be the Chief Operating Officer of the Company 
and shall, in general, supervise and control themanagement of the properties and operations 
of the Company in the ordinary course of its business, with all such powers with respect to 
such properties and operations  IS may be reasonably incident to such responsibilities. Such 
officer may sign contracts on behalf of the Company and execute all certificates (if any) for 
Shares in the Company. If the Managers have not elected a Chief Executive Officer, the 
President shall be the Chief Executive Officer. The President shall exercise the powers of 
the Chief Executive Officer during the Chief Executive Officer's absence or inability to act. 

(c) Vice Presidents. Each Vice President shall have such powers and duties as 
may be assigned to him by the Managers (in older of their seniority as determined by the 
Managers or, in the absence of such determination, as determined by the length of time they 
have held the office of Vice President) and shall exercise the powers of the President during 
that officer's absence or inability to act. As between the Company and third parties, any 
action taken by a Vice President in the performance of the duties of the President shall be 
conclusive evidence of the absence or inability ofthe President to act at the time such action 
was taken. 
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(d) Treasurer. The Treasurer shall have custody of the Company's funds and 
securities, shall keep full and accurate account of receipts and disbursements, shall deposit 
all monies and valuable effects in the name and to the credit of the Company and shall 
perform such other duties as may be incident thereto and delegated to him by the Managers 
or the President. 

(e) Secretaq. The Secretary shall keep the minutes of all meetings of the 
Members in books provided for that purpose, and shall attend to the giving and senice of all 
notices. The Secretary may sign with the President, in the name of the Company, all 
contracts ofthecompany and affix the seal ofthecompany thereto. The Secretary may sign 
with the Chief Executive Officer or President all certificates (if any) for Shares in the 
Company, and the Secretary shall have chargeofany and all certificate books, transfer books 
and share papers as the Managers may direct, all of which shall at all times be open to 
inspection by the Members. The Secretary shall in general perform all duties incident to the 
office of the Secretary, subject to the cone01 of the Managers and the President. 

(f) Assistant Secretaries. Each Assistant Secretary shall have such powers and 
duties as may be provided thereto by the Managers and the Secretary. The Assistant 
Secretaries (in the order of their seniority as determined by the Managers or, in the absence 
of such a determination, as determined by the length of time they have held the ofice of 
Assistant Secretary) shall exercise the powers of the Secretary during that officer's absence 
or inability to act. 

3.14 Limitation on Authority. In no went and under no circumstances shall any provision 
of this Agreement be construed as granting any officer of the Company any power or authority that 
would exceed or otherwise he beyond the scope of the powers of the Secretary during that officer's 
absence or inability to act. 

3.15 Third Parties. Notwithstanding Section 3.14, the signed statement of any officer of 
the Company reciting the officer's authority or the necessary approval of the officer for any action, 
as to any third person, will be conclusive evidence of the authority of the officer to take that action. 

ARTICLE 4 
INDEMNlFICATION 

4.1 Rieht to Indemnification. Managers, employees and agents of the Company and 
others shall be entitled to indemnification and advancement of expenses by the Company to the 
fullest extent permissible under the Act. 

4.2 Nonexclusivitv of Rid~ts. The rights to indemnification and advancement of 
expenses conferred in these Regulations shall not be exclusive of any other right which a Manager 
or other person indemnified hereunder may have or hereafter acquire under any law, provision ofthe 
Articles or these Regulations, agreement, vote ofMembers or disinterested Managers or otherwise. 
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4.3 Member Notification. To the extent required by law, any indemnification of a 
Manager in accordance with this Article shall be reported in writing to the Members with or before 
the notice or waiver of notice of the next Members' meeting or with or before the next submission 
to Members of a consent to action without a meeting and, in any case, within the 12-month period 
immediately following the date of the indemnification. 

4.4 Savines Clause. If this Article or any portion hereof shall be invalidated on any 
ground by any court of competent jurisdiction, then the Company shall nevertheless indemnify and 
hold harmless each Manager or any other person indemnified pursuant to this Article as to costs, 
charges and expenses (including attorney;' fees), judgments, fines and amounts paid in settlement 
with respect to any action, suit orproceeding, whether civil, criminal, administrative or investigative, 
to the fullest extent permitted by any applicable portion of this Article that shall not have been 
invalidated and to the fullest extent permitted by applicable law. 

4.5 Outside Indemnification. Nothing in this Article or herein shall be ~ 0 n s t ~ e d  as 
limiting or diminishing the rights of any Member or Manager or Officer from receiving or partaking 
of any indemnity apart or outside of the indemnity provided herein. 

ARTICLE 5 
CAPITAL CONTRIBUTIONS 

Capital Contributions and Loans. The Members have made the initial capital contributions 
stated, and have the initial percentages of ownership, in the Company ("Membership Interest 
Percentage") set forth in Exhibit " B  attached hereto and incorporated herein by reference for all 
purposes. No additional capital contributions may be required to bemade by the Members. A capital 
account shall be maintained for each Member in awordance with the mles of Treasury Regulation 
61.704-1@)(2)(iv). Nothing herein shall be construed as limiting in any form the ability of the 
Members to make loans to the Company or as limiting the Company from making loans to any 
affiliated or related entity. 

ARTICLE 6 
COMPANY PROFITS. LOSSES AND DISTRIBUTIONS 

Distributions to Members shall be made as and when determined by the Managers and shall 
be inproportion to their MembershipInterestPercentages. Notwithstandingthe foregoing, all profits 
and losses of the Company and all Company income, gains, deductions, losses and credits for 
Federal income tax purposes shall be allocated to the Members in accordance with 6704@) of the 
Internal Revenue Code. 

ARTICLE 7 
ASSIGNMENT OF MEMBERSHIP INTEREST 

A Member may not assign all or any portion of the Member's Membership Interest except 
with the written consent of all other Members. The assignee of a Membership Interest will become 
a Member and be  entitled to participate in the management and affairs of the Company and lo 
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exercise the rights of a Member only with the written consent of all Members. Any person who 
becomes a Member by assignment assumes all of the obligations of his assignor, including without 
limitation liabilities unknown to the assignee at the time the assignee became a Member. The 
M e m b ~ s  may enter into an ageement concerning the assignment and transfer of their Membership 
Interests. 

ARTICLE 8 
DISSOLUTION. LlOUTDATlON AND TERMINATION 

8.1 Dissolution. The Company shall be dissolved and its affairs shall be wound up upon 
the occurrence of either of the following events: (i) the adoption by the Managers and approval by 
all of the Members of a resolution providing that the Company shall be dissolved as of the date 
specified therein, or (ii) the entry of a decree ofjudicial dissolution under Article 6.02 of the Act. 

8.2 Liquidation. Upon dissolution of the Company, the Company shall continue solely 
for the purpose of winding up its business and affairs as soon as reasonably practicable. Promptly 
after the dissolution of the Company, the Managers shall designate one or more Managers or other 
persons (the "Liquidating Trustees") to accomplish the winding up ofthe business and affairs of the 
Company. Upon their designation, the Liquidating Trustees shall immediately commence to wind 
up the affairs of the Company in accordance with the provisions of these Regulations and the Act. 
In winding up the business and affairs of the Company, the Liquidating Trustees may take any and 
all actions that they determine in their sole discretion to be in the best interests of the Members. It 
is expressly understood and ageed that areasonable time shall be allowed for the orderly liquidation 
ofthe assets of the Company and the satisfaction of claims against the Company so as to enable the 
Liquidating Trustees to minimize losses that may result from a liquidation. 

ARTICLE 9 
NOTICE 

9.1 Form of Notice. Whenever under law, the Articles or these Regulations, notice 
(including, but not limited to, notice of annual and special meetings) is required to be delivered to 
any Member or Manager, such notice shall be givenpersonally (including, but not limited to, written 
notice delivered personally or telephonic notice) or in writing, by mail, postage prepaid, or by 
facsimile transmission addressed to such Member or Manager at the address, telephone number or 
telecopier number given for such Member or Manager in Exhibit "A" attached hereto and 
incorporated herein by reference for all purposes, or at such other address, telephone number as the 
Member or Manager may specify by notice to the Managers. Any notice required or permitted to be 
delivered by mail shall be deemed to be delivered at the t i e  when the same shall be deposited in 
the United States mail with correct postage affixed. 

9.2 Waiver. Whenever any notice is required to be given to any Member or Manager, a 
waiver thereof in writing, signed by the person(s) entitled to such notice, whether before or after the 
time required for the notice, shall be equivalent to the giving of such notice. 
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ARTICLE 10 
AMENDMENTS TO REGULATIONS 

10.1 Amendment by Manager;. These Regulations may be amended, adopted, modified 
' or repealed, or new Regulations adopted, by unanimous approval of the Managers. The actions of 

the Managers pursuant to this Section 10.1 are subject to Section 10.2. 

10.2 AmendmentbvMembers. TheMembersoftheCompany may amend, adopt,modify 
or repeal these Regulations, or adopt new Regulations, at any duly called and held meeting of the 
Members at which a quorum is present by the afknativevote of all of the Members present at such 
meeting and entitled to vote. The Members may in amending, adopting or repealing a particular 
provision of these Regulations expressly provide that the Managers may not act pursuant to Section 
10.1 with respect thereto. This Section 10.2 may not be amended, modified or repealed by the 
Managers. 

ARTlCLE 1 1 
ADMINISTRATIVE MATTERS 

1 1.1 Fiscal Year. The fiscal year of the Company shall end on December 3 1 of each year. 

11.2 C0m~any Records. The Managers shall keep, or cause to be kept, at the principal 
office of the Company, correct and complete books and records of account and other appropriate 
records of the Company. If the registered office ofthe Company is at any time not also the principal 
office of the Company, the Company shall keep in its registered office and make available to the 
Members on reasonable request, the street address of its principal ofice in which the 
above-described records are maintained. 

1 1.3 Com~anv Tax Returns. Subsequent to the close of each fiscal year of the Company, 
the Managers, at the expense of the Company, shall prepare or cause to be prepared all required 
Company tax returns and, in connection therewith, shall make any available or necessary elections 
(including elections with respect to the usel l  lives of the assets of the Company and the rates of 
depreciation on such assets). The Managers shall thereafter furnish the Members with all such tax 
information regarding the Company as is required to be set forth in each Member's respective 
income tax retum(s). 

4 Tax Matters Partner. Richard L. Tettamant is hereby appointed the ''Tax Matters 
Partner" of the Company for purposes of $623 l(a)(7) of the Internal Revenue Code. 

ARTICLE 12 
MISCELLANEOUS PROVISIONS 

12.1 Resirnation. Any Manager or agent may resign by giving written notice to any 
Member or other Manager. Such resignation shall take effect at the time specified therein, or 
immediately if no time is specified therein. Unless otherwise specified therein, the acceptance of 
such resignation shall not be necessary to make it effective. 
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12.2 Construction. Whenever the context so requires herein, the masculine shall include 
the feminine and neuter, and the singular shall include the plural, and conversely. If any part ofthese 
Regulations shall be held invalid or inoperative for any reason, then, as is possible and reasonable, 
the remaining part shall be valid and operative, and effect shall be given so far as possibly consistent 

' with the intent manifested by the part held invalid or inoperative. 

12.3 Binding Effect. Subject to the restrictions on dispositions set forth in these 
Regulations, these Regulations are binding on and inure to the benefit of the Members and their 
respective heirs, legal representatives, successors, and assigns. 

12.4 Govemine. Law. THESE REGULATIONS ARE GOVERNED BY AND SHALL 
BE CONSTRUED IN ACCORDANCE WITH THE LAW OF THE STATE OF TEXAS, 
EXCLUDING ANY CONFLICT-OF-LAWS RULE OR PRINCLPLE THAT MIGHT REFER THE 
GOVERNANCE OR THE CONSTRUCTION OF THESE REGULATIONS TO THE LAW OF 
ANOTHER JURISDICTION. In the event of a direct conflict between the provisions of these 
Regulations and (i) any provision of the Articles, or (ii) any mandatoly provision of the Act or (to 
theextent suchstatutes areincorporated into the Act)theTexasBusiness Corporation Act ('TBCA") 
or the Texas Miscellaneous Corporation Laws Act ('TMCLA"), the applicable provision of the 
Articles, the Act, the TBCA or the TMCLA shall wntxol. 

12.5 Further Assurances. In connection with these Regulations and the transactions 
contemplated hereby, each Member shall execute and deliver any additional documents and 
instruments and perform any additional acts that may be necessary or appropriate to effectuate and 
perform the provisions of these Regulations and those transactions. 

12.6 Headings. The heading used in these Regulations have been inserted for 
administrative convenience only and do not constitutematterto be construed in interpretation and 
consrmction of these Regulations. 

[The reminder  ofthis page is intentionally left blank] 
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The undersigned, being all the Managers and Members Company, hereby certify that 
the attached Regulations were duly adopted effective as of of July, 2005. 

THE BOARD OF TRUSTEES 
ON BEHALF OF THE DALLAS 
POLICE AND FIRE PENSION SYSTEM 

Title: Chairman of and on Behalf 
of the Board of Trustees 
,- 

By: Richard L. Tenamant, Administrator 
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EXHIBIT "A" 

MEMBER 

The Dallas Police 
and Fire Pemion System 

ADDRESS 

2301 N. Akard, Suite 200, Dallas, Texas 75201 

EXHIBIT " B  
CAPITAL CONTKIBUTlONS 

MEMBER CONTRIBUTION 

The Dallas Police $1,000.00 
and Fire Pension System 
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2005 a t  a Glance 
Statistical Highlights 

The Dallas Police and Fire Pension System provides retirement: disability, and survivor 
benefits to the Police Officers and Firefighters of the City of Dallas. The System has had a 
steady growth in both its men~bership and its assets since it was founded in 1916. 

Participants 

Active Members, iucluding DROP = 4,648 

Benetit Recipients = 3,121 

Terminated Vested = 141 

7btal Participants = 7,910 

Service Retirements Added 

Police = 69 

Fire = 46 

Tc>tal = 105 

Disability Ketiren~ents Added 

Police =- 3 

Fire = l 

Total = 4 

Fund Assets at Market Valuc = $2,735,733,857 

Benefits Paid = $11 1.330,798 

Memher Contributions (Net of Refunds) = $17,748,241 

City Contributions = $87.373,312 
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R~ohard  I. Tetlamant~ Board aTTmstn 
.\dn,,nisuutor 
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Honorable Mayor, Members of the City Council. and 
Members ofthe Dallas Police and Fire Pension System: 

The Board of'l'rustees and staff ofthe Dallas Police and Fire Pension System (the System) are pleased 
to present thc Cornprehensive Annual Financial Report of the System and the Financial Statements and 
Actuarial Rcport of the Supplcn~ental Police and Firc Pension Plan of the City of Dallas for the fiscal yrar 
ended llecernber 3 1,2005 (the annual report). 

This annual report is intended to provide complete and reliable information regarding the financial perfor- 
mance ofthe System and a means to measure the responsible stewardship of the System's assets. 

This annual report is divided into six sections: 

The Introductory Section includes this transmittal letter and an overbiew ofthe Systcm, highlight- 
ing the System's history: administrative structure. operations and programs, and provides a list of 
professional service providers. 

The Financial Section includes lhc independent auditor's report, Management's 1)iscussion rind 
Analysis (MD&A), basic financial statements and notes to the basic financial statements for the Sys- 
tcm, with rcquired supplemental infornmtion. 

The Invest~nent Section includes a reporl on investnicnt activity and performance. a summary of 
investment policies. and other investment related schedules. 

The Actuarial Section contains the consulting actuary's Certification Letter and the fill1 actuarial 
valuation report. 

The Statistics Section includes membership, benefit payment and ailditional financial inlbrmation 
in graphic form. Both current and historical data ar,: presented. 

The Supplemental Police and Fire Pension Plan of thc City of Dallas Section contains thc 3005 
Actuarial Valuation and 2005 Financial Statements with Independent Auditors' Report Sor the Supple- 
mental Police and Fire Pension Plan of the City of Dallas. 

The financial statements and notes were autlited by Mir . Fox & Rodriguer. and were prepared in ac- 
cordance with all recent Governmental Accounting Standards Board rulings. The actuarial valuation was 
performed by Buck Consultants. Except where noted. Wilshire Associates and The Townsend Ciroup pro- 
vided the investment perfomlance data included i l l  this report. 

2301 N. Aliard Street - Suite 200 - Dallas, Texas 75201 
Phone 211.638.3863 - PAX 211.638.6403 



During the year ending December3 1.2005, both the I'e1.1sion System and the Supplcrnental Plan remaincd 
broadly diversified with investments in equities, fixed income. and real estate. For the third straight year, 
the System experienced a double digit investment return. The total rate of return on investmellts for the 
year was 10.39'0 for the Systcm. The Supplemental Fund's total rate of return on investments for the year 
was 466%. The System's investment performance rank:; in the top I% of all public funds with more than 
$1 billion over one and three years. 

The Management of the System is responsible for maintaining a system of adequate internal controls. 
These controls are designed to provide reasonable assurance that the assets are protected and that financial 
transactions are executed in accordance with Board policy and fcdcral, state, and local laws and regula- 
tions. Additionally. the controls provide assurance regarding Management's responsibility to the System 
and facilitate the timely preparation of financial statements in accordance with generally accepted ac- 
counting principles. 

At a time when thc defined benefit form of public pension plan remain under attack in many jurisdictions 
around the country. the System's outstanding investment rcturns and the diligence of the Board in moni- 
toring the Systcm's funding slatus help assure this Systcm's continued financial health. 

As always, the Board of Trustees and statl'welcomc your comments. We appreciate your support and the 
opporlunity to serve you. 

The Board of Trustees and the staff are dedicated to nl.aintaining the Systcm's excellent financial condi- 
tion through diversification and sound management of lhe System's assets. We believe that a strong I'en- 
sion System benetits the City and its taxpayers, as well as the Members of the System. We bill continue 
to do our best, "Serving those who protect the Dallas community." 

Gerald Brown 
Chairman of the Board of  Trustees 

Richard L. Tettamant 
Administrator 

2301 Y.Ahard Street - Suite 200 - T)allas,le\a~ 7520t 
Phonc 214.638.3863 - Ear 214.638.6403 
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2005 YEAR IN REVIEW 

HISTORY OF THE SYSTEM 
Thc System is a defined benefit plan qualified und8:r section 40 1 (a) of the internal Revenue Code. 

A pension plan was first established for Dallas Police Officers and Firefighters under City Ordinance in 
1916. Employees and employer each contributed 1% of pay. The "Old Plan," as we now know it, was cre- 
ated in response to funding prcssurcs in 1935 under Scclion 6243a, Vcrnons' Texas Revised Civil Stat~itcs. 
a revision of previous state law. 

Plan A becamc effective September 15. 1969, to providc a benefit bascd on a member's average salary 
and years of service credit. Plan A and the Old Plan are now viewed together as Ciroup A. There are no 
current active contributing Members of the Old Plan or Plan A in the System. 

The 1,cgislature created Plan B. thc current plan for most Mcmbers, in March 1. 1973. In 2005. thc 
System celebrated its 89th anniversary of ensuring thc financial future of City of Dallas Police Officers 
and Firefighters and their l'amilies. 

SYSTEM ADMIhIISTRA-I7OI\I 
Thc System is administered by a Board ofTrustecs composed of 12 members: 

Three elected from the active mcinbership of  the Police Department, 

l'hree elected irom the active membership trf the Fire-Rescue Department; 

One elected by retired Police Officers, 

One elected by retired Firefighters: and 

Four appointed by tlie City Council from an:long its membership (two coiincil trustee positions 
currently are vacant). 

In an election held in April 2005, Gerald Brown. Active Firefighter 'l'rustee. and Richard Wachsman. 
Pensioner Firefighter Trustee were re-elected to the Board. Steve Umlor, Active Police Officer Trustee and 
John Mays, Pensioncr Police Officer Trustee. berc unopposed and deemed re-elected to the Hoard. The 
term of office for each is June I ,  2005 through May 31.. 2009 

The Hoard has a fiduciary responsibility to the Sysleni and its members to exercise prudent oversight 
and administration of System assets. To meet their responsibility and stay current with technical concepts 
and approaches to assct managciiient and plan administration, the Board and staff participate in edu- 
cational conierences and perform due diligence concerning System investments. The Board also main- 
tains active participation in many pension-related associations. notably the National Conference on Public 
Employee Retirement Systems (NCPERS) and the Texas Association of Public Employee Retiremcnt 
Systems ('TEXI'ERS). 

The Board has retained the services of professiona,l consultants and advisors considered esscntial to 
tlie effective operations of the System. 'These professionals assist the Hoard in making the decisions that 
a t k t  the System's investment performance as wcll as the administration and maintenance of benefit pro- 
grams. 



I1 PRCIFESSIONAL SERVICE PROVIDERS 
L- -- - 

Investment Advisors Actuary 
AllianceBernstein Institutional Investment Buck Consultants Inc. 
Martagement 
Asli~norc Investment Management Limitcd 
Hank of Ireland Asset Management Auditor 

Brandywine Investment Management Mir . Fox Bi Rodriguez, P.C 

CDK Realty Advisors 
Clay Finlay. Inc 
Fidelity Management Trust Company 
Forcst Invcstrnent Associates 
Frank Russell Company 
CMAC lnstitl~tional Advisors 
Hancock Agricultural Investment Group 
I learthstonc Advkors 
tleitman Capital Management 
Highland Capital Management 

Custodian Bank 
J1' Morgan Chase Rank 

lnvestment Consultants 
The Townsetid Croup 
Wilshire Associates Inc. 

W. R. tlutYAsset Management Performance Measurement 
IN'fECH 
INVESCO Real Estate 

Consultants 

Kennvdy Associates Real Estate Counsel Financial Control Systems Inc. 

LandHaron lnvesttnents 
L&R Realty Advisors I LLP Legal Advisors 
L,one Star Advisors 
Loomis, Sayles &Company Godwin Pappas 1,angley Ronquillo 

Merit Energy 
The Mitchell Group 
Mondrian Investnient Partners 
North Texas Opportunity Fund Capital Partners I,P 
Oak Associates 
Oaklree Capital Management 
Olympus Real Estate Partners 
Pharos Capital Croup 
RREEF 
Stale Strcct Global Advisors 
TC W 
T. Rowe Price Associates 



Introductory Section 

The Board meets nionthly and as needed in the performance of its fiduciary duties. The Hoard also 
meets at least quarterly with its investment consultants to review the performance of each investment 
manager, asset class and fund investn~ents. Periodicall:y, the Board conducts an asset allocation study to 
optimize the allocation of System assets. 

l'he administrative staff performs the day-to-day operations of the System. At year end, thc staff con- 
sisted of 24 positions and itlcluded the Administrative, Llcncfits, Accounting, Investment, and Information 
Systems teams. The staff's main functions are ( I )  paymt:nt of benefits, (2) audit and control, (3) relire~nent 
coonseling. (4) in\*estment of assets (5) review and mo~nitoring of investments, (6) Member cornmunica- 
tions, (7) coorditlation with professional service providcrs, (8) legal, and (9) staff support to thc Board. 

l'he costs of ad~n~nisteririg the System consisting of operating administrativc expenses and capitalized 
items are paid by the System from currcnt earnings pursuant to an anrii~al fiscal budget adopted by the 
Board. 

INVESTMENT HIGHLIGHTS 
l'he System had a very successli~l year in 2005. For the third straight year. Lhe System earned a double 

digit investment return: returning 10.3% on investmenls, and continues to perform among the top public 
pcnsion funds in the country. Through diversification and prodent investment management, Systcm as- 
sets. at market value, increased by $241 .Y million; reaciing 52.74 billion. 

New England Pcnsion Consultants (NEPC), the ijystem's new investment consultant, ranked the 
System in thc top I % of all public funds using the Independent Consultants Cooperative LJniversc (ICC) 
data basc for one year and three years investment results, top 12Oh over five years, and top 4% over seven 
years. As of December 3 I ,  2005, the ICC public fund data base consisted of 185 public funds that were 
valued at $524 billion dollars. 

Annualized Cumulative Investment Return 

The above chart deinonstr~rre.~ that the System S lotik.-terri~ investn~ent 
yerfbrmance -- 11-1% since 198.2 -- has ,?rceedetl the exl)ectedrirte ofr~~t11n7. 



2005 Annual Repofi 

Additions to  Plan Net Assets 

During 2005; the System received more than $105.1 mill ion i n  ernployec and employer contributions. 
The System also earned investment return, nel offees, of S66.2 million, other income of$O.i million, and net 
appreciation on plan assets o f  $185.7 million. Net additions to Plan Net Assets totaled $357.3 million. 

Deductions from Plan Net Assets 

The System paid out over $1 1 1  mill ion in 2005 i n  service and disability retirement benefits and sur- 
vivor benefits. including Deferred Retirement Option Program (DROP) disbursements. The System also 
refunded about $1 .I mil l ion to terminated Members. Sy:item administrative expenses totaled $3.0 million. 
I'otal deductions from plan net assets was $115.4. The t'otal change i n  plan net assets was $24 1.9 million. 

CHANGES TO P'LAN NET ASSETS 

Additions to Plan Net Assets (000) 
Contributions $ 105,122 
Investment and Other Income (1,oss) 252.204 
Total N e t  Additions to  Plan Nst Assets $ .357,326 

Deductions from Plan Net Assets (000) 
Benefit Payments $ 111.331 
Refund o f  Contributions 1,070 
Administrative Expenses and Professional Fees 2.995 
'Total Deductions from Plan Net Assets $ 115,396 

Nct Increase i n  Plan Net Assets $ 24 1.930 

MAJOR IhllTlATlVES 
I n  2005, the System continued to maintain a comprehensive business continuity plan (BCP) To1 the 

continuation o f  services in thc occurrence o f  a business disruptive event. The System established a  old 
sitc" i i om which to carry out esscntial operations in (:he event o f  business disruption and conducted a suc- 
cessful test o f thc  plan. 

The Board established the Will iam G. Baldree E.mployee o f  the Year Award named in recognilion o f  
the long and outstanding service perrormed for the Sys~lem by William G. (Jerry) Haldree. Jcrrh who had 
m~orked for 15 ycars as the System's accountant and auditor. died in Apr i l  2005 after a long illness. The 
Board prcsents the award each year for outstanding employee achievement to the s t a f  member wlicr has 
made a significant contribution to the Systelii through e:xceptional job performance andlor service. 



The System initiated several new investtnent ventures in 2005. The Board hired INTECH and T. 
Kowe Price as enhanced index managers for the domestic equity portfolio, moving about $350 mil- 
lion from an S & P index fund. The System also funded a $50 million emerging market debt mandate 
in January 2005, conlpleted funding for a $107 million small-cap core mandate. and expantled thc real 
estate loan program using the System's bonds as collateral to $58 million. Phase 11 of the loan program 
was expanded using a new bank credit h i l i t )  th ro~~gh  Bank of America. l'he bank credit facility is 
$ I00 million in size. 

PLAN NlEMBERSHlP 
The System provides cornprchensive retirement, disability and survival. benefits for the City's 7,769 

Police Officers, Firefighters, Pensioners. and their beneliciarics. As of December 3 1:  2005, 7.972 Police 
Officers and 1,676 Firefighters were Members ofthe Pension System. The total of 4,648 Active Membcrs 
reflects an increase of Slfrom last year's total of 4,597' (2,918 Police OtFicers and 1,679 Firefighters). 
The average Police Officer is 41.24 ycars of age with 15.92 years of pension service. The averuge 
Firefighter is 43.45 years of agc and has 17.48 ycars of pension service with the City of Dallas. 

Active Membership in the System 
(1 996-2005) 

-- 11 
Ihtul Acrivv Memhershi]~ has run~ui,~ed.str~ble over the last tell veal:s. 

increasing by 274 !Ilembr~ns,fiom 1,371 to 4.648 i lfe~f~hers.  

The numbcr of Active DROP participants in active service reached 1.056 during 2005. an increase of 
78 from the prior year. The average DROP participant in Active Service is 54..<4 years of age with 38.80 
years ofpension servicc. The average age at which me~nhers enter DROP is 50.0 years of age. 



Active DROP Membership 
( I  996-21005) 

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 

YEAR 
Police F i r e  

: l c / i~e  LIHOI' Men~ber.sh~) ir~creosed by 643 Prrrticiptints 
over the Irrsl tenveors fior?r 413 to 1,056 f'orlicipotzrs. 

The System paid $ I  11.3 million in pension bcnefit paymcnts recipients in 2005. At tllc cnd ofthe year. 
benefit payments were being made to 2.181 service pension el.^, 199 disability Pensioners. and 741 bm- 
eficiaries. 

Number of Retired Members 
( I  996-2005) 

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 
YEAR 

Police .Fire 

- 
The totnl tiun~her oj'Melz?ber~s on .Service Retirernc~nr it~cruasecl .str?aciily o w r  

4 
the, Ifr.sl renyears,frorn 1.679 in [g!J6 to 2,181 f1.c o f  Decenzber 31, 2005. 



Introductory Sect~on 

For a review of System benefit provisions, see ihe Artuarial Valuation and the ,Vote.r to Finco7cinl 
Slntenrents. You may obtain more information in the St.atistics Section and on the Pension System's Wcb 
site at ~v~vw.dufi~.org. 

PLAN AMENDMENTS 
Active Members voted in November on the follol.ving 7 proposed amendments to the Plan: 

I .  Permit the Board to create medical expense accounts to allow Members to save money while 
working so that the Members could use the saved fur~ds to help pay medical expenses after retiring. 

2. Permit Pensioners to elect a 100% joint and survivor pension 

3. Permit Members. Pensioners or Survivors to desigriate a beneficiary to receive any lump sum pay- 
ment that is payable due to the Member's, Pensioner's or Survivor's death. 

4. Permit any Pensioner to elect a survivor benefit for a minor child who is not a Qualified Sur~ivor 
because the child was born or adopted after the Pensloner left Active Service. 

5. Authorize the Board to adopt a policy designed 10 enhance Pensioner and beneficiary flexibilit! in 
deferral to and distributions from DROP. 

6. Eliminate the 4% annual adjustment to Base Pcnsion for new members hired aftcr Deccmber I I ,  
2006 and authorize the Board to grant ad hoc increases to affected Members. 

7. Extend to Police Officer Members the same presumptions regarding disabilities caused by job-re- 
lated heart and lung diseases, as mandated by state law for firefighters. 

Each of the proposed amendments was approved by the membership. 

LEGISLATION 
During 2005. thc System continued to work with othcr state public retirement systems and orgnniza- 

tions to support lesisla~ion to address issues important lo our retirees. In particular, the System suppor~ed 
provisions in proposcd pension reform lcgislation in the Congress to elimiriate the 10% early withdrawal 
penalty tax on DROP distributions and to provide a $5.000 tax credit toward health care expenses for re- 
tirees. 

The System supported other legislation that \vould make Social Security solvent for iuture genern- 
tions. Along with other public pension plans, the Sy:;tem also contiliued to oppose federal lcgislation that 
would require mandatory or universal Social Security coverage. The Board believes that federal legisla- 
tion that would mandate Social Security coverage for all public employees would be bad public policy. 
would do little to correct any perceived shortcomings in the Social Security program, and would poten- 
tially jeopardize public pension plans. The success of this effort is demonstrated by the fact that there is no 
current major legislation requiring mandatory provisions for Social Security coverage. 

The System's involvement in these activities is ongoing. 



SUMMARY 
Pcnsion Systcm assets, membe~.ship, and programs remaincd strong. Thc System's communicat~ons 

efforts continued to improve to better meet the needs of the membership. 

The long-term investment performance of the System is rated among the top of all public pension 
plans. 'l'he use of rnultiple managers employing difTerent investment styles has kept the System's long- 
term pcrfonnancr on track, significantly outperforming the actuarial rate of 8.5%. 

-- - 
System's Fundin~g Progress 

1980 2004 2020 
year '0~~1' - 

The System is o r 1  . s~ .hr~~ / r~ i~z  to hrfirllyfrm~Cd in 20 yeors. 

This annual report reflects the effort of the System staKundrr the guidance ofthe Board of'lrustees. 
Thc rcport is intended to provide complete and reliablr information regarding the financial performance 
of the System and a means to measure the responsible stewardship of the System's assets. 



Membership and Benefits 
2005 Program Highlights 

Benefit Staternelr~ts Distributed 

5:456 Annual Benefit and DROP Statements 

Counseling Sessions 

835 Members 

Deferred Retiren~ent (Option Plan (DROP) 

78 New Active Members in IlKO1' 

1,056 Total Active Mcmbers in DROP 

170 Retired Members in Deferred DROP 

597 Retired Members with DROP accounts 

24 Deceased or Spouses with DROP accounts 

1,847 Active and lletirec DROPAccounts 

New Recruit E:dulcation Meetings 

8 Meetings with 2 12 new Members 

Pre-Retirement Education Program (PREP) 

7 FAeetings 

291 Attendees 

Financial Planning Program 

3 Meetings 

2 16 Attendees 

Pensioner Financial Planning 

2 Mesetings 

140 Attendees 
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2005 Admirristra.tive Staff 
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SIGNIFICANT EVENTS IN THE SYSTEIM'S MODERN HISTORY 

1977 
Separation of pension administration from the City Secretary's Otlice 

Appointlncnt of first Administrator of thc Dallas Police and Fire Pension Systcnl--Ray Ward 

Retention ofA.S. Hansen Inc. as the Systrm's actuary 

1978 
Development of a plan to resolve unfunded past service cost 

Systetn's assets topped $71 million (12-3 1-78) 

1979 
Implementation of new city and employee contribution plan 

Retention of Compensation & Capital Inc. t(s monitor investments 

System's assets topped $85.8 rnillio~l (12-3 1-79) 

1980 
Retention of Eppler. Guerin & Turner Inc. as thc System's first investment consultant 

Retention of Peat, Marwick, Mi~cliell & {lo as actuary 

Retention ofFirst City Hank as custodiar~ 

System's assets top $103.3 million (9-30-80) 

Distinction of becoming the first retirement systenl to be officially registered with the Texas 
Statc Pension Review Board 

System's assets topped $1 10.4 million (9-30-81) 

Retention of two real estate investment advisors 

Jerry I-last named as the Fund's second P,dniinistrator 

Rencwal of Master Custodian service by First City Bank-Dallas 

Systcm's assets topped $136.7 million ($1-30-82) 



1,argest growth in the history of the System (to date) 

Benefit improvements to Plan B and Plan A ,  increasing cost of libing to 4% simple 

Syslc111's assets topped $196.9 million (9-30-83) 

Retention of Pension Real Estate Services IIIC. as real estate investment consultant 

tlired three additional real estate managers and designated 10% of fund for real estate 

Citizens voted approval of change in city and employee contribution rates 

System's assets topped $2 18.8 million (9-30-84) 

Increased Plan A and Plan B benefits, ir~cludiny survivor and retiree minimum benefit 
amounts 

Equity assets invested 100% with mutual funds 

System's assets topped $262.1 million (9-30-85) 

Creation of Pension System bcnefit counr:eling program 

Members vote to begin paying administ~.a~tive fees from System's assets 

System's assets topped $329.5 million (9-30-86) 

Retention ofwilshire Associates as general investment consultant (10-1-86) 

Reallocation ofAsrcts: 52% domestic equit)., 10% international equity. 18% fixed income. and 
20% real estate 

System's assets topped $425 million (9-30-87) 

Approval of Plan anlendmcnts increased pension service clcdits from 2.5% to 2.75% per ycar 

System's assets topped $434 million (9-30-88) 



The Old Pension Plan and Plan A were combined to form the Combined Pension Plan 

Buck Consultants Inc. retained as System's actuary 

Creation of the Finance and Administrative Board Committees 

I'articipation in securities lending and commission recapture programs 

System's assets topped $547 million (9-30-89) 

Benefit changes madc during thc year included: 
- the benefit supplement increased and 
- the yearly pension service credit was i.ncreased from 2.75% to 3% 

Changes in asset allocation i~icluded @,lol~al fixed incomc (9%) and international small 
capitalization (5%) 

System's assets decreased to $529.7 million (9-30-90) 

Plan amcndnicnt elcction held July 1991 

Change of System year-end to December -3 I 

System's assets topped $683 million (12-31-91) 

Plan Amendment eleclion held October 1902: 

- Created Deferred Retirement Option Plan (DROP). 
- Increased the minimurn benefit to $l.i;00 per month. 
- Allowed active Members to buy ba'ck service time they lost or to repay contributions 

withdrawn by a Qualified Domestic Relations Order (QDRO). and 
- Integraled Plan R of the System into t ie  Combined Pension Plan 

Appointment of new administrator. Richard Tettamant 

System's assets topped $7 19 million ( 12.3 1-92) 

Plan amendment election held Scpte~nbcr 1'393 

Implcmentation of multifamily residential (apartment) investnicnt program in the investment 
portlhlio 

Implementation of exit strategy for real estate commingled filnds 

lmplcnientation of Deferred Retirement Oplion Plan (DROP) January 1st 

- 220 Members joined 
- Annual benefit statenients distributed 

Systein's assets topped $825.8 inillion (12-3 1-93) 



Relocation of Pension System office to 2777 Stemrnons Freeway 

Rcinstatement of benefits for 68 survivinj: widows whose benefits had been previously 
terminated upon remarriage 

Reaffirmation by Texas State Pension Revicw Roard of the System's actuarial soundness 

Initiation of Prc-Retirement Education Program (PREP) for activc c~nployecs 

System's assets exceeded $863.8 million (12-31-94) 

Initiation of Periodic Relirement Educatio~i and Planning seminars (PREP. Jr.) for activc 
enlployees with 5-15 years of service 

Rctcntioti of I.RS' Pension Plus for ncw automatcd pension administration 

Syslcm's asscts topped $I billion in July 

Systcm's asscts exceedcd $1.077 billior~ (12.-3 1-95) 

Amendment of Plan to correct: clarify. and delcte inoperative provisions, initiate excess benefit 
plan. and iiuthc~rize pretax contributions 

Systern's assets excccdcd $1.268 billion (12-3 1-96) 

1997 
- Initiation of Mcniber contributions bcing paid on prc-tax basis 

(:ompletion of DROP five-year actuarial review 

System's assets excccdcd $1.452 billion (12-? 1-97) 

1998 
Initiation of"20 and Out" andiur "20 and IIROP'' 

lncrease in Minimum beneft to $1,800 per lnorlth 

Changc in DROP intcrcst rate calculatior~ to be based on 10-year Treasury bond with a rangc 
of 8% to 10% 

Assignment of place numbers to Trustee positions 

Initiation oTI'ension Systern's Internet Michliite 

System's assets exceedcd $1.659 billion ((12-3 1-98) 
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Extension o f  DROP to Pensioners 

Implementatio~~ ot'Tcn-year certain benefit provision 

Initiation o f  tax-deferred rollover from other qualified plans for Pension service purchase 

Assigt~ment o f  place numbers to City Council Trustee Board positions 

DROP had 959 total participants with more than $109 mil l ion in deposits 

System's assets exceeded $2.069 bil l ion (12-31-99) 

lmple~lientation o f  36 nioiith average for co~nputing Group B Member's average computation 

Pay 
Iniplementation o f  SWAR (Spouse Wed !\ti$.-r Retirement) option 

Decrease in age and service credits requirement for the special survivor benefit 

Increase in M i n i n i i ~ m  benefit to $2.000 p<:r month 

Implcmcntation o f  provisions to allow transkr o f  DROP futids to the Member's City ofL>allas 
401(k) account 

Creation o f  Police pensioner and a Firefighter pensioner positio~is on the Board o f  Trustees 

System's assets exceeded $2.039 bil l ion ((12-3 1-00) 

2001 
Relocation o f  Pension System office to 230 1 North Akard Street 

Election o f  first Police Pensioner and Firefighter Peusioner Trustees to the Board 

Plan amendment election lield December 200 1 

- Permitted purchase o f  Pension Servic~: on a pretax basis through payroll deductions or 
rollover 
- Permitted Members to purchase Peusion Service i n  whole year increments 
- Permitted Me~i iber disabled while on military leave o f  ahsence to receive a noti-scrvice 

disability pension 
- Added IOOL'6 joint and survivor anr~uiity option 
- Increased minimum benefit increased to $2.200 per month 
- Chariged calculation o f  I>ROP inte1:est rate to  average o f  Systcm's 10-year investment 

return as calculated by the Systcm's actuary 
- Provided for special election to fill vacant 'Trustee positions 

Systcm's assets totaled S 1.9 bil l ion (12-3 1-0 I )  
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2002 

Selection of JP Morgan Chase Rank as custodian bank 

Creation of Pensioner advocate position 

System assets totaled $1.7 billion (12-31-0211 

2003 
Initiation of Pensioner Advocate Program 

lnitiation of Financial Planning and Pension,.-r Financial Plannine P~.ograms 

Systcm ass& totaled $2.2 billion (12-3 1-03) 

2 004 
Established loan program to enhance real estate investment return 

Moved Pensioner Financial Planning edu'zation program to offsite 

Established a Business Continuity cold site 

Systcm assets totaled $2.49 billion (12-3 1-0.4) 

Re-election of four T~x~stces 

Plan amcndnient election held Novembel. 2005 
- Permitted Members to contribute to a health savings account lo pay medical expenses 
afier 1.ctircment 
- Permitted Pensioners to elect a IOO'%,]oint and survivor pension 
- Permitted designation of beneficiary to receive any lump sum payment payable d i ~ e  to 
death 
- Permitted Pensioner to elect a surrivo~: bcnetit for a child born or adopted aftcr the 
Pensioner let? Active Service 
- Enabled the Board to adopt a policy tc enhance flexibility in deferral to and 
distributions from DROP 
- Eliminated the annual adjustment Tor ncw members hircd afier December 3 1: 3006 and 
authorize the Board to grant ad hoc increases to affected Members 
- Extcnded to Police Ofticel- Members tlhe same presumptions rcgarding disabilities 
caused by job-related heart and lung diseases, as mandated by state law for tirekghlcr-s 

System asscts totaled $2.74 billion (12-3 1-05) 
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DALLAS POLICE AND FIRE PENSION SYSTEM 

Notes to Bamc Financial Slalemenls, Canlinued 

DALLAS POLICE AN0 FlRE PENSlON SYSTEM 

Notes !O Basic F#nanc#al Slalernenls. Conllnued 
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~ B E t i e l s  risk and l b e o n  CunsnsY ! s t  
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STRATEGIC INVESTMEI\T POLICY 
l 'hc Strategic lnvcstment Policy ofthe Dallas Police and Fire Pension System ("the System") provides 

the liamework for management orthe System's assets. I t  has been designed to allow sufficient llcxibility 
in the management process to capture investment opportunities as they may occur. yet provids reasonable 
parameters to ensure prudence and care in the execution of  the investment program. 

I t  is essential that the value added by thc Systeni's invcstment management bc appropriate not only 
to meet inflationary elfects, but also to provide addil.ionol returns above inflation to meet the investment 
goals of the System. Meeting the System's investmenl: goals finances an optimal package of retirement 
benefits for Dallas police officers and firefighters and maximizes the utilization of the membcrs' contribu- 
tions and the tax dollars of the citizens of Dallas. 

STKrEMENT OF INVESTMENT GOALS 

The general investment goals o r  the System are broad in nature to encompass the purpose of the 
System and its investments. They articulate the philosophy by which the Board will manage thc System'a 
assets within the applicable regulatory constraints. 

I .  'The overall goal of thc System is to provide benefits, as anticipated under the penqion plan. to 
its participants and their beneficiaries through a carel'ully planned and executed investment program. 

2. The Syste~n seeks to produce the highest return on investment that is consistent with levels of 
liquidity and investment risk that are prudent and reasonable, given prevailing capital market conditions. 
While the iniportance of the p rc~rva t ion  of capital is recognized. the thco~y  of capital market pricing 
which maintains that varying degrees ol'invcstment risk should be rewarded with compensating returns is 
also recognized. 

3. 'The pension investment program shall at all tinies comply w ~ t h  cxisting and fnturc appl~eable 
state and federal regulations. 
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STRATEGIC ASSET ALLOCA-rI0N PCILICiY 

111 order to achieve maximum rcturns, the policy of the Board ofTrustces ("the Board") is to diversify 
between rarious investment t jpes  as  deemed suitable. 

The Board has adopted an assel allocation polic:? with three primary asset groups. Equity (Domeslic 
and International), Fixed Tncoms (Global High Quality. Fligh I'ield and Global Opportunistic) and Real 
Estate, as well i s  cash and cash equivalents. as s h o ~ n  in the chart below: 

Asset Allocation as of December 31, 

Reai Estate Cash Equiv. 

Global Opportunistir. 

Domestic Bonds lnrl Equity 
5% 25% 

-- A 
Pm.vion S~~srern i1,ysel.s were divers~fied i17lo /he calegorie.~ ~ / i o v ~ ; n  above a.y ofDecember 31. 200j 

R Asset Alloca~tion Model II 
Real Estate 15Yi 

Domestrc Equity 
34 0% 

Global Bands 10 0% 

Global Opportuillsl8C 
Fixed 
12.0% International Equity 

oomesl8c Bands 5% 24.09~ 

An asset allocation review is conducted monthly. This comparison is developed from the month end 
asset valuntiol~ obtained from the System's custodian. If this comparison reveals that an account is out- 
side the designated range. as specified in the Investment I~nplementation Policy, the Board may direct the 
Administrator to  effect a reallocation ofassets by 111ontll end to  achieve target 
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GENERAL INVESTMENT MANAGER GLJICIELINES 

Investment management for the System is provided by external investmcnt managers. Each invest- 
ment manager operates under a set ofguidelines specilic. to tlie strategic role its portfolio is to fillfill in the 
overall investment structure. Individual managers are e.valuated according to benchmarks that reflect the 
objectives and characteristics of the strategic role their managed portfolio is to fulfill. 

INVESTMENT HIGHLIGHTS 
The Systcm's market value increased by $241.9 million in 2005, resulting in a year-end total asset 

valuation of $2.74 billion. The System had an excellent. year returning lo.:% for the year 2005. This re- 
turn exceeded the actuarial interest rate of 8.50% that thst System expects to earn over an extended period. 
For a more detailed comparison. see "Rates of Return by Asset Class" below. 

The System's use of multiple investment stratck:iei;, asset diversification. and asset rehalancing. has 
served the System well over many market cycles, resulting in a continued ranking among the best per- 
forming public pension plans in the nation. NCW England Pension Consirltants (NEPC), the Systeni's 
new investment consultant, ranked the fund in the top 1%) for the one year and three years periods; top 
12% over five years, and top 4% over seven years, fol. public funds using the Independent Consultants 
Cooperative Universe (ICC) data base. As of Dccembcr 3 1.2005; the ICC public fund data base consisted 
of 185 public funds that were valued at $524 billion dollars. 

Rates of Return by Asset Class 
December 31,2005 

The "Annualized Cumulative Investment Return" graph in the Introduction Section shows that Lhe 
Syste~n's annualized return since 1982 is 11.4 %. 

4.91 
13.54 
-4.49 
2.10 
5.14 

20.06 
3.07 

8.50 

Eauitv Portfolio 

S&P 500 Index 
EAFE Index 
Lehman Global Aggregate 
Ciligmop Comp. High Yield 
Cuslom Bond Index 
NCREIF Property Index 
91-Day Treasury Bill 

Acluarial Assumption 

Large capitalization value stocks oirtperformed large capitalization growth stocks as measured by 
Russell. The Russell 1000 Value Index returncd 7.04% versus the Russell 1000 Growth Index which re- 
tuned 5.26%. Over the last five years, large valuc stocks tracked by Russell outperformed growth stocks 
on an annualized basis by 8.86%. The difference between small capitalization value and small capitaliza- 
tion growth was narrow as evidenced by Russell 2000 Valuc that returncd 4.71% versus tlie R~1sscll2000 
Growth that returned 4.15%. The S&P 500 Index returned 4.91% for the year. 

1 - 
Ini~estmrnis arcJ diversified lrmorig various 17s.~et clas.ses, rrtid the performrrr~ce 

ofeach category is con~parad ro u benchtrrark indt7.x. 



The Systcnl's domestic equity portfolio represents approximately 33.4% of  thc total investmciit port- 
folio. l 'he  do~nzst ic  equity composite Tor. the Syskm returned 6.13% in 2005 outperlol-ming (he S&P 500 
Index by 1.22%. Ovcr a three year period the System‘:: domestic equity portfolio returned an annualized 
17.95% and outperfor~ned the S&P 500 Index by 3.56?0. 

The Mitchell Ciroup, a Texas based investment managcr focusing on the North American energy sec- 
tor, rett~nled all impressive 47.4% for the year. The energy advisor has also compiled a three year annual- 
ized performance number o f  37.10% Tor the System. 

The HuffAlternative Fund managed by W.R 1luFfiLssct Manage~nent  returned 29.0% for the year by 
investing in privatc companies. The f i ~ n d  has a threc year annualized performance number ot'34.20?.h. 
AllianceBernstein Institutional Invesitnent Management. managing a deep value strategy for the System_ 
returned 9.50% for the year. AllianceBernstein produced a three year annualized performance of 19.50% 
in an environment where the S&P 500 Index returned 14.390,'~ over the same period on an annualized ba- 
sis. 

T h r  System added three new equity investment managers during 3005. Eagle Asset hlanagement, 
INTECH. and 7: Rowe Price. Eagle Asset Management invests in small capitalization stocks. INTECt-I 
and T. Rowe Price invest in larger capitalization stocks using an enhanced index strategy for the System's 
core equity investments. 

Top Ten Domestic Equity Holdings (1.-*0111 

International Equitv Portfolio 

International stocks outperformed domestic stocl,!; for the year as  evidenced by ihe Mol-gan Stanlcy 
Internalional Europe Australasia Far East (h1SCI 13AI:E) Index. MSCl EAFE returned l.?.54?h for the 
year in comparison to the S & P  500 Index that returned i1.9 I% for the year. 
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Tlic System's international equity portfolio represents approximately 24.3% of the total assets of the 
fund and returned 14.33% as a composite group in 20805. The System's international growth manager. 
Clay Pinlay, returned 17.8% for the year. Fidelity Management Trust Company manages a risk contn)lled 
international equity portfolio and that portfolio returned 14.90% for the year. Fidelity's three year annual- 
ized performance of 25.20% outpertbnned the MSC1 EAFE Index over the same period by 1.50%. 

~- 

Top Ten International Equity Holdings 
(as of 121311 105) 

Fixed Income Portfolio 

Domestic high grade bonds as represented by the 12ehman Brothers Aggregate Bond Index returned 
2.43% for the year. 'She rise in short term rates affected the short to intermediate part of the government 
yield curve and accounted for low ratcs or returns on many U.S. fixed income investments. 1J.S. govern- 
ment inflation protection bonds, also known as TIPS, re:turned 2.84% for the 2005. 

Kanl 
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The System's fixed incorne investments rcpresent approximately 26.9 % of the total portfolio. The 
System's fixed income portfolio is divided among three categories; Domestic lligh Yield, Global Qualit!. 
and Global Opportunistic. 

Prirr 
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$51 85 
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Top Ten Fixed Income Holdings 
(as of 12/31105) 

Descriplion 

TOTAL. ' R '  

'IOYOT.4 MOTOR CO 

NOVARI'IS AG 

UI.AXOSMIIIIKIINR (ORDOBPI1 25 

ROCHF HOI.IlIN(;S A(; ---- 
fU+ F U R 1  COM 

KOYAI. I IK SCOT (iKI' 

VODAFONF l;R(~IJl'OKIl S P  

CK1;DI.r S!!ISSI- (iKP ClIF3 

S4blSIJNG RI.I:CIRONIC 

Rank Uescrlpta~n Piice Vrluc Cnrl " "  oiTof;nl 
I FEDERAI. N4TL h4TG ASS 

2 GERMANY i1IillIlFPI 
I 1 FEDFRAIL IICIME I.OAN BI\NK 
4 1 POI.ANDGOVT HONU 
1 IASAN G O T  Ill-YR 
O IAI'ANIG<IV~ 011 
7 bIF.XIrO1 I I111 M I 3  S r) H1)S 

I l l  SINOAPOJRI! lGOVTOF1 HDS 

Value 

$17.016.21026 

$15,487,960 69 

1.12,26S.S8J?i 

S12, l i l ,bR2 59 

$1?,05Y.S67 64 

611,6QSJ145?3 

S!OI Ji~.(lX3.13 

~10.061,397 1.1 

$Y,S48.12? 77 

SQ.44i.112 53 

Slkar~s 
-- 

67980 
-- 

ZQX700 

- 
4818j2 

80i5,i 

1231.18 
-- 
336414 
-- 

46h4771 
-. 

I87813 
- 

14488 
-L 

(:o~t 

%l0,560.488?11 

$11.012.514 3h 

110,533.5i5 17 

11 I.78l.7j7 22 

$7,624.i08.01 

17 299,165 Oi 

S9,81>1!,010.71 

18.414,b74 71 

17,932.796 65 

S6.113,IYX 34 
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The Domestic High Yield po~lfol io  is approximately 5.0% of  the Iota1 porrhl io  for the Sys te~n .  Thc 

System's high yield investment manager. W. R. I~IuffAsset Management. returned 1.9556 fvr Ihc year. The 
rnanager's return of  14.41% annualized l'or the last three years is in line with benchmark. the Citigrvup 
Composite High Yield lndex over the same period. 

The Global Quality bond portfolio compriscs approximately 9.6% of thc total fund and retl~ncd a 
(5.1 I%) Tor the year. Over the lasr three years. the Glcbal Quality bond purtfiilio returned an annualized 
5.93% per yea!- and exceeded the Lehman Global Aggregate by ,4356 annualized per year. Brandywine 
Asset Management rcturned (2.10%) for the year and e:rcecded thc Lehman Global Aggregaic benchmark 
o f  (4.5%) by 2.40%. 

The Global Opportunistic represents approximately 12.j% oftlie portfolio. The portfolio seeks higher 
yields in both domestic and international fixed income 111arkets by investing in investment grade and non- 
investment gradc bonds. Loomis Sayles returned 7.5% for the year and exceeded their custom benchmark 
by 1.40% for the year. Loomis Sayles returned 22.0% a1111ualized for the last three years and returned 
1 I .60% annual i~ed for the last tive years. 1,oomis Sayles exceeded their custom benchmark for the three 
years annualized and five year annualized by 8.0% and 1.70% respectively. Highland Capitlil. one of  the 
distressed debt mangers in the Global Opportunistic category, re t i~r~ led  22.8% for the year. 

Real Estate Portfolio 

The real estate portfolio is approximately 15.4% of the  entire market value of  the investment portlblio. 
The gross return for the real estate portfolio in 2005 was 27.30%. The System's real estate portfolio re- 
turned 24.63%; I8.58%, 13.13%; and 13.08% annualiz1:d net offees  cespectivcly for one year, three years, 
five years; and ten years periods. 

The private real estate portfolio represents approximately 73.0% of the total real estate portfolio. The 
private real estate portfolio is exhemely diversified by c.he type and location of  the real estate asset owned. 
The private portfolio consists o f  retail. industrial, multi-family, office, and undeveloped land. In addi- 
tion, the location of the private assets cover the United States from fIawaii, Idaho, California, Arizona, 
Nebraska, Colorado. Georgia. Wisconsin. Kansas, Florida, Massachusetts. and 'Texas. 

The System had outstanding performance in the private real estate portfolio from Prudential Strategic 
Value Investors returning 54.1 1% for 2005. In addition, Kcnnedy Associates Real Estate Counsel returned 
37.5 1% for the year. The privatr real estate portfolio had an oulstandiny year returning 24.91% 2005. The 
performance history for the System's private real estate is impressive having returned annualized numbers 
o f  16.97%. 12.71%, and 13.71% respectively for three years, tive years. and ten years ending 2005. 

I h e  public real estate po~tfol io  consists o f  investments in Real Estate Investment Trusts (REITS) and 
totals approxi~nately 9.0% of the System's real estate assets. The KEIT portfolio managed by RREEF re- 
turned I 1.38% for the year 2005. The three year anrlualized return is 27.6404and the five year annualized 
return is 20.53%. 

The domestic timber portfolio is managed by Forest Investment Associates and the year end invest- 
ments represented approximately 7.6% o f the  real estate assets, l 'he advisol. returned 18.10% for the year. 
Longer terrn performance for the timber portfolio is l1.97%, 6.45%, and 8.83% for the three year, fivcs 
year. and ten year period ending 2005. 

The agricultural portfolio's market value is approximately of 10.2% of the real estate portfolio and is 
managed by the IIancock Agricultural Group. At year lend the ag~~icultural investments were tliversified by 
Qpe  and location with approximately R4[!.6 located in the United Statcs and approximately 16% in Australia. 
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The crops include apples, cranberries, almonds, pistachios. walnuts, macadamia nuts. and wine grapes 

The 2005 return for the agricultural investments i:; 32.30%. Hancock has produccd annualized rcturns 
o f  26.38% and 11.26% for the three year and live year period ending 1-005. 

Itiflat~on as measurcd by the Consu~ncr Pricc Index for all Urban Consumers (CPI-U) ~ncrcased 3.40% 
for  the year 2005 according lo the U.S. Department c)Tl.abor. 
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DALLAS POLICE AND FIR15 PENSION SYSTEM 

ACTUARIAL \'Al,lJATION 

AS OF JANlJjLKY 1,2006 



DALLAS POLICE AND FIRE PENSION SYSTEM 

ACTUARIAL VALUATION 

AS OF JANUANY I ,  2006 



buckconsultants. d i  
an ACS company A s. 

.Mr. Richard I> .  Teaarnant 
Administrator 
Dallas Policc :ind Fire Pension System 
2301 N. Aknrd Street, Suire 200 
Dallas. TX 75'201 

Re: 1)allas Police arid Fire Pension System d c t n a ~ i a l  Valuation as of January 1, 2006 

Dear .MI Ti-tramant: 

We certify that h e  info:marion contained in this reporr is accurate anti fairly presents the 
actuarial posidon of the Dallas Police and Fire Pension System (the System) 11s of  
January 1. 2006. 

Actuarial Valuation 

The primaq' purpose of the valuation report is to tietermine Ule adequacy of the current City's 
contribution rate, ro describe the current Ananci;~l condition of the System, and to analyze 
changes in the System's conhfion. In addition, [he report provides informat~on required hy the 
City of  Dallas in connection wirh Governnlental i\ccauming Standards Board Staremens Nuniber 
25 and Uumber 27 

Basis for Funding 

The member and City co~~tributiun rates are estabiished by stamte. Tile City's and the members' 
coixributions are intended to be sufficient to pay the normal cost and to amortize the System's 
unfunded acniarial accrued liability 

Fu~zding Progress 

As of January 1. 2006, the employer cnntriburion rate needed in order to pay the normai cost and 
fund the Unfunded Acniarial Accn~ed Liability over 30 years is 23 62%.  TMs amount is less 
than the 25.86% 40-year  employe^ coutrihuuor~ rare calculated as of Junuary 1 ,  2005. The 
current contribution rate covers the normal cost and !he an~orrization of rhe Unlnded Acmarial 
Accrueti Liabiliry (IjAAL) over 20 years. 

14514 Quo"lln Drive. Suite 200 . Galas, TL 75254-7534 
giZ.528.6800 ' 972628E801 ifax) 



buckconsultants. ,,@\ klr .  Richard Tetramant 
May 19; 2006 

a n ~ c s  company A 5. Page 2 

Denefii filovisions 

The acttarial valuation reflects h e  benefic and contribution provisions set for111 in the System's 
sratutes. There are no significanl bmeftrs which were not taken into zecounr in this valuation. 
The valuat~on is based on h e  same benefit provisions as the previous valuation, except that the 
removal o l  the Automatic Adjnsrment for 11e.u Memt~ers after Docember 31. 2006 was reflected. 

Assun~prions and Methods 

'The actuarial sssumnptians and methods used in the raluatiun are prrsentod in Schedule C. Therc 
were no changes in 8ctoari:ll assumptions since the last actuarial valuation. 

Tho assumnpllolls used are individually rrasonoble : ~ n d  rcaonabie in the aggregate. 

Datu 

Asset inbrrnation and member data ior rerired, active, and inactivc nlembcrs was supplied ;FI: of 
January 1. 2006 by rhe Adininistrafor. We have not subjecred this data ro any auditing 
procedurcs. L,ur have eraniined the data for reasnnnhleness and consistency w ~ t h  the prior year's 
dud .  

Encluaures 
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DALLAS POLICE AND IFIIZE PENSION SYSTEM 
SUPI'L,EMEN7fAI, PLAN 

ACTUARIAL. VALUATlON 

AS OF JANIJARY 1,2006 



buckconsultants. ,hi 
an AGS company A 5 .  

hlr. Richard i. Tetrmanr 
Adnli~strstor 
Dallas Policr aud Fire Pcnsiou System 
2301 N.  A h d  Slrcer, Suite 2M) 
Dallas. TX i520 1 

Re: Dellns Police and Fire Pension System Actltarial Valuation as of .January 1, 2006 

Dear Mr. Tenamant: 

W r  ccitif;j [hat the i~~forlr~atiou contained in dua report is acclnate and hirly prcssnls rhe 
acruarial position of the Ddlas Police a n d  Fire Pension Sysiem (the Sysremj as of 
Jwuary 1. 2006. 

Acluarinl Valuation 

The primary purpose of the valuation report is lo i e t e r ~ ~ n e  the adequacy of the currenr City's 
conrribution rate, ro describe the currcnr tinancial condition of the System and w analyze 
changrs in the Systrm's condition. In addition, iht: report provides information required by rtlr 
City of Dallas in connectioll with Ciovemrnenwl Acf:ounting Standards Board Stateme~~U Number 
25 and Number 27. 

Bosis for Funding 

The member and City conuiburion rates arc eswblished by statute. Tile City's and h e  members' 
contrib~ltint~s are inreuded to he sufficient to pay  h e  nomol cosr and ro amortize [he System's 
unfunded acruarial acc~ued liability. 

Funding Procress 

As of January 1, 2006, the employer cantriburion rate needed in order to pay the nomal cosr and 
fund the Uilfunded Actuarial Accruzd Liability ov'zr 30 years is 23.62% This amourir is less 
than the 2586% 4Vlyear employer contribut~cmn r ~ t r  ealcularcd as of January 1, 20115. The 
current contribution rate covers rhe normal cosi and the amorrizsdon of the l.hiundzd Acmarial 
r\cmed Liabllily (UAALI over 20 years. 

14911 Quonlm Unvo. Suite 200 . Dallss. TX i5251-is24 
Bi2.628.6800 ' 072.62s 6901 {Bx)  
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buckcons~~ltants. 4% 
an ACS company A 

Mr. Richard Tctran~ailt 
May 19, 2006 
Page 2 

The actuaria! valuation reilrcir rhe benefit and contribution provisions set ionh in the Systc~n's 
suhlres. Them are no si~nificanr benefits which were not taken into account in Lhis valuiition. 
The valuation is based an rhe same benefit provisions as rhu previous valuation, except that the 
removal of the P.utornatic AdjusDnnit for new Menbers after Dece~nber 31, 2006 was reflected. 

Assumprions ond ,\fetltods 

The acmarial assumptions .xd merhods used in rhr: valualiun are presented in Sche~iulc C .  There 
werc uo c I L ~ ~ ~ P - s  in ~ctuarial assumptions shcr dlc last aclirzial vnluation 

The assunptlons used are ~nd~vtdually reasonable and reasonable ,n the aggregate 

Assei information and rncmbcr data ful. retired. ai:tiv~:, and inactive lnrmbers was supplied as of 
January 1, 2006 by rhr: Adniinistrator. We have not snl,jectrd this daul to any auditing 
procrdures, bur have examnincd ihe data for rrasonahlenes and consistency with rhe prior year's 
dala. 

\/cry tiub yours. ./ 
Y' 

Enclosures 
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SUPPLEMENTAL POLICE AND FIRE PENSION 
PLAN OF THE CITY OF DALLAS 

Table of C:ontents 

Independent Auditors' Report 

Management's Discussion and Analysis (Unaudited) 

Basic Financial Statements: 

Statements of Plan Net Assets - December 31, 2005 and 2004 

Statements of Changes in Plan Net Assets - Years Ended 
December 31, 2005 and 2004 

Notes lo Basic Financial Statements 

Required Supplemental Information: 

Schedule 1 - Schedule of Funding Progrc!ss (Unaudited) 

Schedule 2 - Schedule of Employer Contributions (Unaudited) 

Note to Required Supplemental Information (Unaudited) 





Supplemental Plan Section 

INDEPENDENT AUWORS' REPORT 

To the Board of Truslees 
Supplemental Police and Fire Pension 

Plan 01 the City of Dallas: 

N e  nave a-a lea tne accompanying slalemenls of plcn net assets of tne Supplemenla Pol ce an0 F re 
Pels on Plai of ine C l y  01 Da as (lne S4pplenenlal "an) as of December 31 2005 and 2004, ana tne 
related statements of changes in plan net assets for [lie years then ended. These basic financial 
statements are the responsibility of the Supplemental Plan's management. Our responsibility is lo  
express an opinion on these basic linancial statements based on our audits. 

We conducted our audits in accordance wlth auditing standards generally accepled in the Unlted States 
01 America. Those standards require that we plan anmd pttrlorm the audil to obtain reasonable assurance 
about whether the basic linancial slatemenls are free of material misstatement. An audit includes 
consideration 01 internal control over linancial reoortir,o a; a basis for desianina audil Drocedures that ate . - - - 
auprop'ale n me clrcbmslances b,l no1 lor lne p6rp)s.e of expressnng an op n on on ine eflecl veness 0' 

Ine S,PP emenla Plan's 1n:ernal conlrol over flnanc a repon ng. Accordong y we express no sbcn 
opinbn. An audit includes examining, on a test basis, evdence supporting the amounts and d~sclosures 
in the basic financial statements. An audit also includes ;issessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall basic financnal slalement 
presentailon. We believe lhat our audlts provide a re,asonable basis lor our opinion. 

In our opinon. Ihe basic financial statements referred to above present fairly, in all material respects, the 
financial status of the Supplemental Plan as of December 31. 2005 and 2004, and the changes in ils 
financial status lor the years then ended in conlormily wilh accounting principles generally accepted in the 
United States 01 America. 

The managemenrs discussion and analysis (MDBA). the schedule of funding progress and the schedule 
of empioyer contribulions, ate not a required part of ttle basic linancial statements but are supplementary 
information required by the Governmental Accounting Slandards Board. This information is the 
responsibility of the Supplemenfal Plan's management. \Ye have applied cerlain iimiled procedures. 
which consisl principally of inquiries of management regarding the methods of measurement and 
presentation 01 the MDBA and supplemeniary information. However, we did not audit such information 
and do not express an opinion on 41. 

August 7.2006 

71:; 961 0625 Fax 
WVI mlrpc corn 



M A N A G E M E N T ' S  D I S C U S S I O N  AND A N A L Y S I S  
(Unaudited) 

OVERViEW 

T-e .,a .ge.ls<> r :r: .rr o > n o  Pnd (5% M1 %A : .?cS.DOC- d116 P A  ei. C F 1ePbls m Pa'  
O' r e  :.:, -:r .c?.rarrmota P-,, inan:. ;:r , n n o ~ m , ~ m l r r : ~ , . o c .  a? ~ . c f . o r  2' 
7~ , . . o s , . e ~ a  P W S I - & - : ~  a ' . ~ e % ~ r  r e , $ . s  , ~ a , a ~ a ~ : ,  ~:+mw,, >' 2":5avc.:% 19- -, - 
suppemenlat p a n  ir a dellned b e n a l ~ ~  penron plan 

,nlOrme,,on 

FINANCIAL STATEMENTS 

  he Statemen1 01 Pian N ~ L  ~ r r e t r  presenls the supplemental ~ l a n ' r  assets and bal l t ier  am plan n e ~  
a e s e ~  held m 1ru.l lor i hepapen t  ol penrwn bsnelitr. T ~ E  sta~ernentot Changes in Plan Nel Assel= 
sumrnarlzes addtlonr lo and deducllons f r m  Guppiemenlal Plan arrels, provldlng plan nel arselr held 
n lrust attheend d t h e  year lor psnrlon benetils. T ~ S  ddleren~ebe~ween arsels and Iabilil~es a one 
mearure ol  the Supplemenial P I ~ ' S  linancial  ord dim and thechange in lhls measure over time r an 
ind~catlon 01 whether the Svpplemental P a n s  linanclal health I ~mpmv<ng or delerloraling 

TneNmes,oBas,c~,,lanL,a, S~alame-'----..A- ,,.a","","-n"" ".>.'.--.""'--"'~""'h.'.. ,,,," ..c.n',sla3fl,,, .- ~ 

~ ~ d ~ r r t a n d i n g  ol the dale provided u, !he 0-ic ~,nanc)al Sralementr 

~n. ~~~~~~~d  pimen men la n lorrna~on con st^,^ ~cheduler ol lundlng pralress an0 regutred employer 
cantrbufons and notes lo required SuPPlemertlal nforrnalon 

CONDENSED FINANCIAL INFORMATION 
m5 am 2003 

Asrelr $ 19,960,748 18,863,128 16,966,660 

Llabilitler 207,969 

Plan Asrelr Auallabe lor Benelllr 19. iV.770 

Conlribul8nnr 1,229,669 

lnve~lmenl Income 1,060,964 

~ e n e l j l  payments 7,232,776 

Adminlsfrallve Expenses h Prolerrmal  Fees 45.432 

FINANCIAL HIGHLIGHTS 

- T M  suppiemenla plan's n e ~  arrsts lncmeered by $1.03 ml lon  in 200s (o$i9.6 mllian.  el 
asrels were $18.7 mll8on n 2004. 

The rale or relum on Supplemenlal Pan nverfmenfr war 4.86% lor the year, compand lo an 
erpscted relurn (acfuanal arsumedinv~slmenl rate ol  return) 01 8.5%. The rale ol relurn for 
2004 war 10.2%. 

. Labllller totaled $201.969ar ol December 31, 2005. compared to $162.974 ar 01 December 31 
2004 

. The Supplemen!al Pan  received employee sonlr lb~l lon~ ol $29.669 in 2005 and $30.145 l!! 
2004. The Sdpplemenlal Pian receved employer contributions lrom the Cily ot Dallas In the 
amwntr 61.2 mtlitm and $ 1 1  milltm m 2005 ana 2004, respecllvely. 

The cost ol admlnsler8ng the benell programs ol  the Supplemental Plan. inrludtng adminstralve 
costs and professional leer war  $45.432 compared lo $56.884 lor 2004. 

- c he ~ A C ~ I V ~  membernhpol the supplemen~a plan increased by one 1042 members as ar (he end 
0 1 2 ~ 5  ~ n e r e  were41 anlve members n 7 ~ 4    he number a l  revred. lermnatea vested and 
henelcarer remaned al 106 lor both 2005 and 2034 

iie9*--; 1 ".- ----~- * - *  #.,",--n".* -" ,=I,, -***,, ",%",!he s ,2pp,emv r rc  , , . , , , O , .  -,, p: -.-,,, "I," .... " .,-. _ , _ .  . 
plan, The accrual barrr ol accwnong rr used by !he Supplemenlal Plan, whereby revenuer are 
lecDgnlzeo wnen !key are earned and rulesilvll la lairui!iBiy ai5"r;id. and CipciS-8 8:t :eC;;;:;;S 
when the ~ a b i c y  nar been ncurred nvestmen$r are repned a1 lair value. 

FUNDING PROGRESS 

The Supplemenlal Plan contracted wih Buck Conrullanls. Inc lo conoucl an aclvarial vauallan lo 
determine the actuarial porillon 01 >he Supolemental Plan as ol  January 1. 2006 

When a pan's topal liabliler exceed the assets avarlable lo pay benelils on an acluar8al baelr. the pan s 
rsafo navemvnrvndedacruar~al anrued hsbI,ty [UAALI. AS ol January 1. 20% theSupplemenlal 
Pian'r U A A L W ~ S  $6.4 million, an increase ol$0.6 mi lon irom a UAAL of $5.8 mllion as ol 
January 1.2005. 

CONTACTING THE SUPPLEMENTAL PLAN'S FINANCIAL MANAGEMENT 



SUPPLEMENTAL POLICE AND FIRE PENSION 

PLAN O F T H E  CITY O F  DALLAS 

Statements 01 Plan Ne l  Assets 

December 31  2005 and 2004 

Accrued mterel, dlvidends and employee 
~~n l r #bu t~ons  receivable 

Tala1 arre,r 

Llab-(9 

Admm~3lralve ald banelll expenses payable 207,969 162.974 -- 
Piannec asselr held in ~rust for pennon b e ~ l l t s  

(8  schedule or lunding progress 8% pierenled on page 141 5 10.752779 18,720.)5" 

see accompanying nolsr to basic l~nancal staternenrs 

SUPPLEMENTAL POLICE A N 0  F lRE  PENSION 
PLAN O F T H E  CITY O F  DALLAS 

Stalemenls of Changes in Plan Ne l  Assets 

Years Ended December 31 .2005  and 2004 

Addlllons. 
NFI mves1menl income. 

lnlerer~ and evldendr 
~ e !  appcecialion n fatr value 01 nves~mentr 

TOl8, "el lnYertmenl #"Come 

Conll,l,"li~ns: 
Employer 

Member 

Tomi cOnflbut8anr 

Total addvlons lo plan net arrelr 

DeII~cl#onS: 
lenel~lpayments 
~dmlnis~rat~ve and prolerrimal leer 

iota1 deductiorlr lrom plan ncl asselr 

Ncl ncrease in plan net assets 

Plan net arretr hela m lrurl lor pensson bsnefms 
Beginning ol year 

End 01 year 

See accompanying notes la basic financial rfalernents 
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S-PPLEtAEhTAL PO- CE AhD F R E  P E h S l O h  
P A h  O F  T H E  C 7 O F  D A L L A S  

Notes  lo B a s ~ c  F~nanc la l  Slatemenls C o n l ~ n u e d  

~ a s r  of orerentallan 

T ~ C  a c r r m ~ m p n q  ~ l a r ~ r  sn~nc a ~'alemc('t$ are ~ r a s e v w  n amomawe I m pe-cra) accsmco 
~ C C O . ~ T , ~ P  II vc 0.5 rreo r, t o . n m e n t d  acco.,.! -9 s~ands~o; ~ m r o  GASB -r o 
del  >(.ales aico.n.np or nc oer ana f n w :  4 ~ e ~ ~ n p r l a - o a r a >  &P cane o Sfale ;llo a a  
0o.e nme-a .r ,I 1". .ccorrpn,.rg calC 1l;mCd Ilalamclll nc .oe r u e ,  9"s rxu.l'lsol!ne 
5 . ~ ~ e m s n ' i l  *I cn ,.c .oe 3 voqramr act. er am ~.lrlo,r r e n ~  w:nr acc.m.al or 
d m  ~ . c s m e n t d  ine n a  a,-r .no 'eatea nmme wesrar ,  to nco, oe n e  ie? <c asao , aqo 
: e . m ~ n e f n s  m . f a o  .nor. .he 18 ms d ine qo.s- -q 11n.1cs anoamenamantr tnc~elo 

~ d o ~ t l o n  ot new accounlmwronounremenl 

mpemenled by the Su~ lements l  PI; ~n tl;csl year 2005 

~ e ~ m t  acco~nt~no oronouncemen1 

me GASB nas ~,.~o ~ a v e m e l !  h ~ ,  rr FT~:,. c cow!  17 fiemnrg rnm rmerar hal0l.a 
C>:c 0. to.elnmen!a 4~co.r  npblaemer h o  1 5 o . r i r i . e l l  4c .br i . laar7 inenrar  
iic..,,.,,, i o o c l r :  ,*' ,.-' ?, -2z x c -  :..-< ? C ? C "  :c<.?- ?A?% ?.?:?-s"k.. ' A  

CC. .., a sc os.fe l . ~ m +  ul. fealeo I I  a a? r! ra r oa:urr ree.o*om c c o n o ~ o ~ .  o a 
wvernment. The slatemen$ IS snecilve lor l\nanc~ai riaiemssb iy, j r n d r  bsylnanp alter &fie :i 
2005 and accordnply, W I  b+ mplemenled by the Supplemenfa! plan in l ~ rca l  year 2006 

B a i s  ol a c m m  

 he basis 01 ace aunt in^ is the method by uhch  revawesand expenses are recognzed in lhe 

15 chargad lo operanons. 

~ccord~ng~y ,  interwtearned but not recclvedand dlv~dendr declared but not recewed as ol ma 
Supplemental Plan's fiscal year-and are recorded a accrusd nleresl and dlvldendr recewable. 
~ B S ~ C I I V B I ~ .  In additlm, vnrenled investment purchaser and sales are accrue. 

R e ~ M l n a  entity 

The Supplemen!a! ~ l s n  is a component u n ~  d ,he cny and irr barlc'inancal riatemenlr andrsqulred 
~upplemen!a nlomation are ncluded m the c ~ t y r  Comprehenr~rr ~ n n u a l  ~lnanclal Repan 

Conllnued 

S L P P L E M E ~ T A -  PO-ICE AI.D F R E  P E h S  Oh  
P L A h  CF T H E  CITY O F  DA- -AS 

Notes lo Bas ic  Financial Stalemenh. Cont inued 

use ot erlma!et 

~ n c  ~ ~ e ~ a . r . o r  of r ln...a ~ ~ d & m e v ,  I convo~- , . !n mo.n n) pl nc ,es gorefa , a:crptrc 7 

m e  lea 5 .lei o' nmenca resurer man,pereni onare  enmace, n.oass. ruton5 mat a*ec 
ns le0o"Bo aTO.n!Sof istc.I ;ma ~o ler al'ns Dole 01 'hevnanca sldlemen I an0 Ine 'Bp0"rJ 

. ~ r n ~ - n l <  D fe.c-.es .~oerpl .sesa.r  .q.ns frpon i p   era, AC .a .es.ts (0.0 OI'W fro- ~ L , C  

CS:?illel 

 he supplemental plan conraen only demand deposlls ar csrh cash equlvaknl lecunbes. whlch 
arecomposed of all hlqh~y 18qm nventmentr wlrn amatursty 01 three monlhr or 1891 vnen purchased, 
are conridered lo be cash equlvalenlr 

tnveslmenl~ vaiua1:an and mcme recoaniton 

l,el, , ,8,e,ew ,,., j..<. '..'..' -." .:.. - - - . - 0 -  - .-- .  -. "..-.'n.'. .. . .-.. '.."'"̂ . .,... .,- 
.a .CO at tne arc rcpo-m rses 6.ce 8 t c . r r e ~  exrranpe 1.183 Snon (elm - .a>(rrntr  * r a 
ma.:,, o err,n.lone ,*a. ale .a roalQ-olR1mdhC.Ider C~mm*qCCir.llt.n.s.le .e .w 
at p.o.eo mamr! p wso nc .naer pn; rec.rr o 1 mew comm n q m  v.nI.nor 

.,.tea reo ;a rr ma orrrr arc ~ lcacr iec  as net a v ~ f c c  a ' o .  1 .a .s o iv.er-ccn.%  on'^ 

s < a m ~ e ~ . <  01 :na-ges 1 let asel5a0-p .+ ~n gars  a-e orrer lea EL ol.sa.r 01 -.er'-en'> 
P . .L .~~SBI  ma y e s  (11 ~ .es .mcn~s  us rrco,:eo on n e  crroc o a e  

~ ~ v ~ d e n d  inmme is r ~ m d s d  on the ex dlvldend date Interest and lwme from amer lnverlmenlr 
are recorded ar earne 

em&@ 
Benelllr and relundr are remrdedin there bar. tlnanclairlalementr when lhey ate paldl0 
panlclpantr 

lidmlnlstraflVe exoenw 

 he cost of adm~mmenng the supplemenla1 plan ,r paid by the supplemental ~ a n l r o m  current 
earn~ngr punuani to an annual llval budge! adlusted by the Bmrd 
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Required Supplemental Information 

Schedule 1 

SUPPLEMENTAL POLICE AND FIRE PENSION 
PLAN OF THE CITY OF DALL4S 

Schedule of Funding Pr~giess (Unaudited) 
(000's) 

GAS8 rsqu~red rupplemeniav #nlwmalioo (unaudited) relaled lo !he Supplemental Pan's fundng 
progress is ar lollowr (amounts are in fhe inourands): 

Scheduled FundlnO Progress 

Anlmnal U M L  ar a . . .. . . . 
valveol Actuarial Unlvnded percentage 

Actuarial arrels Accrued Liab#t#lv AAL Funded Covered ot covered ~- 

valuatlon (AVA) iAALi (UAAL) ratio payroll payroll 
date AaL * W ! L @ ! L l  u k ! E  

. . 
so~ng-co;~e~n b a r %  Analyrlr o l  lhls perCBntage overtime lnolcaler wheiher the pan; becomng 
l8nanCally rlronvr or weaker, generally, the greater fhs percenlage. Ihe rlronger tne pan Trends in 
unlunded acluarial accrued l l ab~ ly  and covered payroll are bolh aflecfed by 8nlIatlM Exorerrlng the 
un~unded actuara~ accrued ilaa,lily ar a percentage o! covered payro~  apprormate~y ad~urt i  lor the 
ellectr ol  intlalon and aids anayrr  ol the plan's progre9s made in aceurnuiallng suncienl asrelr to 
pmY benelir when m e .  teneialiy. tha smaller fhs percentage. lhe rlronger the plan 

see accompanying independent auditors' iepori. 

Ses accompanying note lo reqursd suppiemental schedules. 



S U P P L E M E N T A L  P O L I C E  A N D  F l R E  PENSION 
P L A N  O F  T H E  C l T Y  O F  D A L L A S  

Schedu le  ol Employer Cantrtbullons 
(Unaudtled) 

 he lollow~ng table l ~ r l s  required rupplementsrr ,nformal#on (unsudmedl related lo Employer 
rnn t r~b~ t~ons  (amounts in lhourandr) 

p 

Year end& ~ n n u d  required percentage 
December 31. ~a!@wg COntrlbued 

i ~ e c e ~ c e ~ .  :wv. oreo ma, . v . ~ i r c  rpa , rcs-faomtear n e t c l m  All8.a Ra:. ,eo 
~ m t .  b . . n  r mrao .=an c o . ~ . ~ o  zayu 4s d n e  ac ..la . a  ,, o a e  . a n d ,  ' *remar 
ae.a cwt.or ms .la ~ c . a . e o . ~  oaooasao .2una~1.4 ~ a , l e ~ i r o . p r o . .  l e  ,eat 

r o - a .  I, .a,- 7 cr a . c r a l e r  r mrel<u.u, ronr r e  rzeo, ror~osro~motirepp.aror 
<-.elcoo, .re s.~;ementa ~ a r o f  ive ac..a*a ars.rnoturr .re= r a ,  rr)nirarr, a'mirr 
1e1,':dl"n 0 I.B".I 1 i re am0.n r ,a~. I Iao 1 ,I I I"W0.B 

c o n t r ~ b ~ f ~ o n r  were made m accordance wnh ac~uarlally determmsd contr8but8on ragurementr as 
adopted by the Board ot Trurleer 

see aceompanylng ndependenl audllorr repori 

See accompanmg nole lo reqvlred rupplemenlal scheduler 

S U P P L E M E N T A L  P O L I C E  A N D  F I R E  P E N S I O N  
P L A N  OF T H E  C l T Y  OF D A L L A S  

Note  lo Requ i red  Supplemental  Schedu les  
(Unaud~ led)  

Tha nlormat#on m the companying scheduler ol raguired ruppemenlai ~nlarmalan were delermlned as 
pan oftheanuarlal va~uat~on at the dater ind~calpo Aml lona intarmanan as ol the latebtactuarai 
valua!~on date01 ~anuary 1 2W6 is as lollows 

~ c ~ u a r l a l ~ y  assumed (nverlment rale ol return ' 8 5% per annum compounded annually 
Morialny iet~rement dlrab~l!ty and reparatcon rater Graduated relex delaled in actuawr report 
ProleCled salary ,ncrwrer ' Range 4 3 10 70% 
ACIumr8aI m t  method Entry q e  normal 
~ 0 5 1  retlremenl benet81 ~ncrearer 4% par annum 01 orlglnal penston amounl 
AII~I valuat~~n ~ a l r  mamet value 

open level Ilxea % 
20 years in 2006 ma 29 years n 2005 

c .:@I r'dlun 4,; d r a d  ree < n l e ~ ' ~ ~ I . ~ 1 0 1 4 3 %  DROPLaa11c8S are 
h r ~ . ~ a  oealll 1 Pel dm.r ~ o a  oapo . .rr.neoo icreare 4 ow ,ell osr me r 
arr.ma'om r.ofbdrcod, 

T*B dt8.d a i,orna,on C.,ern,eo r*r oecern neo 0 ,  tne an-ar r  i r m  I3.c- Cn3.167 6 nr lo, 
2W5 end 2tw aro irr. r .om a m ,  rp  .ar 0.5 arr.mmonr r v  wwro totem w o n  d r a  , 
O W  . e n e * ~  -wlta I, dn. !re !me .a .e ul mu-*, u ive act-m. atcc 2 4 1  oenel-r 

 he acluarral arrump\lonr are based on the prerump~~on that !ha Supplemental Plan *#I1 conlnua 
were me suoolemen~l  plan to termnate, dlllerent actuarial arrumpllonr and other lactors mlghr be 
applicable in determrntng the acluaral present value ot accumuialed plan benelllr 

Acluar8el caiculsl#ons were mede bv iheconrullma actuerv BuckConrulUn!~. lrc ar ol January 1 .  
20C6 9 0  1W5 all0 ale Pol malela , ~ l l g r c l .  I.un .rattler ru.0 l a r s  Eger n l d  'ne, wen 
i d c r a ~ e  > o r  DBCBTDDI 3. 2005 an. 2W4 ,crow . e r  'neam.er i r .mmarr  ate .set o, <re 
S-memen 4 P a r  I act.., er !u oa'srn ns ms s.oosmen!a pa- onor% un I .I dare not 
"s ib to calculatethe actual suiP&enlal Plmn be"elnr. Plan benellr akfu l ly  desinbed in lhe 
S~pplemental Plan's daumenf. 




