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Rc: Actunri~.!Vahmtion ns of December 31, 2002 

1n accordance with the requirements of Article 6243n-l in the state law which governs the 
Austin Police Retirement System, an actuarial valuation of the System as of December 31, 2002 
has been completed. 

The results of the December 31, 2002 actuarial valuation arc described in the Summary section 
of the report. A comparison of the current valuation with the December 31, 200 l valuation is 
also discussed in this section. The comparative valuation balance sheets are shown in Exhibit i. 
Exhibit 2 shows a fifteen·ycar projection of the growth of the System. Exhibits 3 through 6 
summarize the Systcmts assets and development of the actuarial value of assets. Data on both 
uctivc and retired police officers is contained in Exhibits 7 through 11 with Exhibit 12 showing a 
historical comparison of the actuarial accrued liability for the active and retired officers. 

A summary plan description based on the plan effective September l, 2003 is included as 
Exhibit 13. The nctuarial methods and assumptions are described in Exhibits 14 through !9, 
\vhich include a description of assumption changes since: the prior valuation. Exhibit 20 defines 
certain actuarial terms used in this report. 
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The disclosures: required in accordance with Statement Number 25 of the Governmental 
Accounting Standards Board for the System's annual report are in Exhibit 21. The disclosures 
required in accordance with Statement Number 27 of the Governmental Accounting Standards 
Board for the City of Austin1

S financial statements are included in Exhibit 22. 
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Summary 

Austin Police Retirement $_vstem 
Results of December 31.2002 Valuation 

The valuation balance sheet as of December 31 1 2002* shown in Exhibit 1, reveals that the 
plan has an unfunded actuarial nccmed liability ofS86,210,239, Total contributions of27% 
of pay (9% by the police officers and 18% by the City of Austin) are contributed to the 
System each year, Effective September I, 2003, a very small portion of the city 
contribution rate is allocated by the Board to a new Retiree Death Benefit Fund (account) 
\vithin the System in order to fund the $7 1500 post-retirement lump sum death benefits. 

The normal cost for the present benefits based on the plan provisions effectlve September l) 
2003 for each police officer is 20, II% of pay, Since total contributions on behalf of each 
police officer is more than the nomml cost, the remaining portion can be used to amortize 
the pfan's unfunded actuarial accrued liability. Assuming that the total pa)'ToH increases at 
the rate of 4% per year in future years attributable to general wage increases, the unfunded 
actuarial accrued liability will be amortized in 25.7 years. 

The valuation balance sheets in Exhibit l compare the actuarial condition of the plan on 
December 31, 2002 with the condition on December 31, 200L The valuation as of 
December 31, 2002 is based on the plan provisions effective on September I, 2003 
(summarized in Exhibit !3). This valuation does reflect the L5% ad hoc pensioner COLA 
granted January 1, 2003 but does not reflect any ad hoc pensioner COLAs which may be 
grunted January I, 2004 or annually thereafter. The results shown for the December 31, 
2001 valuation include an adjustment to reflect the L5% ad hoc pensioner COLA granted 
effective January 1> 2003. 

Between these two valuations, the unfunded actuarial accmcd liability (VAAL) has 
increased by $21,740,073 (from 564,470,166 to $86,210,239). The primary reasons for this 
change, which have partially offsetting effects, are as follows: 

1. The mte of return, net of all expenses, on the market value of assets during 2002 is 
estimated ut ~ 7.8%. However, the actuarial value of assets used in the valuation and the 
determination of the amortization period is based on an adjusted market value, in 
particular, deferring recoe,mition of large portions of the significant losses in 200 I and 
2002, The rate of return on the actuarial value of assets, net of expenses, for 2002 is 
estimated ut 3% compared to the assumed rate of return of 8%. Therefore, the actuarial 
value of assets as of December 31 J 2002 is smaller than expected and caused an 
increase in the UAAL of approximately $14,400,000 and caused an increase in the 
amortization period of approximately 7 years. 

2. The compounded general wage increases for officers since the last valuation was 
approximately 8, l% (generally 3% on October I, 2002 and 5% on April I, 2003). Since 
the actuarially assumed general wage increase was 4%, the UAAL is approximately 
$8,200,000 more than expected, Although the change in the UAi\,L is significant 
because the pay increases resulted in greater than expected projected benefit 
payments, the aggregate payroll also grew as a result of these pay increases. 

'-------------- Rudd <nd Wisdom, [nc, ----------------' 
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Therefore more contributions v:ili be made to the fund and the portion of the total 
contributions in excess of the normai cost percentage available to amorti:tc the 
UAt\L increases and partially offSets the increasing effect on the amortization 
period. 

3. Total contributions in excess of those required to pay the annual normal cost decreased 
the UAAL approximately $6,100,000. 

4, Interest accumulation on the unfunded actuariai accrued liability during the one year 
period between the valuations had the effect of increasing the UAr\L approximately 

$5,200,000. 

5. The December 31,2002 valuation reflects the plan provisions as of September 1, 2003. 
Effective September 1, 2003, a separate Retiree Death Benefit Fund (account) is 
established within the System to fund the S7,500 post- retirement lump sum death 
benefits. The exclusion of the liability for these Jump sum death benefits from the 
valuation of the Systcm1

S liability caused the UAAL to decrease by approximately 
$900,000. The portion of the city's total contribution rate of 18% to fund these benefits 
from the separate account is 0.094%, leaving the remnining 17.906% for the remaining 
liabilities of the System. 

The balance sheets in Exhibit 1 indicate that the number' of years required to amortize the 
system's UAAL has increased tram 19.6 years as of December 31, 2001 (reflecting the 
1.5% COLA provided January I, 2003) to 25.7 years as of December 31, 2002 reflecting 
plan provisions as of September I~ 2003. Since one year has passed since the lust valuation, 
a one-year reduction in the amortization period to 18.6 years would be expected if the 
experience of the system had been exactly ns anticipated. For the reasons described above, 
the System's UAAL increased more than expected -causing un increase in the 
amortization period. Offsetting this increase was an aggregate payroll that increased 
more than expected (other than the larger salary Increases than expected as described 
above in Item 2) because more members arc covered by the System than in the previous 
valuation. The number of members increased 6.8% (from I ,277 to 1 ,3()4). A larger than 
expected aggregate payroll results in more contributions being made to the System m 
excess of the normal cost contribution, and therefore, reduces the amortization period. 

In summary. this valuation reveals that the actuarial value of assets plus future investment 
income received by the System and future contributions that will be provided by the 
members and the City of Austin will be adequate to pay the benefits provided by the state 
law governing the System as of December 31, 2002. In order for the System to have an 
adequate financing arrangement, contributions must be made that are sufficient to pay for 
the System's normni cost and amortize its unfunded actuarial accrued liability over an 
acceptable period of time. Based on the Texas State Pension Review Board guidelines and 
the actuarial assumptions and cost methods used in this valuation~ periods of 25 years to 30 
years are preferable and 40 years is the maximum. 

10e total contributions to the System are sufficient to pay for the System1s nonnai cost and 
provide an additional amount that will result in amortization of the unfunded actuarial 
accrued liability in 25.7 years. rn addition, we believe that it is appropriate to assume that 

'--------------- Rudd and \X.'isdom, Inc. ---------------_J 
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the police officers and the City will be able to maintain their commitment in future years to 
contribute 9% and 18%, respectively, of compensation into the System. Consequently, we 
are of the opinion that the System has an adequate financing arrangement based on the 
actuarial value of assets used in this valuation. 

Retiree Death Benefit Fund 

The statute effective September 1, 2003 established a Retiree Death Benefit Fund. This 
lund is a separate account within the System, administered by the System, to fund $7,500 
post-retirement lump sum death benefits. The Retiree Death Benefit Fund will be funded 
by a portion of the city's total contribution rate of 18%. As part of this December 31, 
2002 actuarial valuation, the city contribution needed for the Retiree Death Benefit Fund 
effective September I, 2003 is 0.094%. The remaining 17.906% (18% less 0.094%) of 
the city's contribution will be used for the System's liabilities excluding the post
retirement lump sum death benefits. The 0.094% city contribution rate is comprised of 
the nom1al cost percentage pius an additlonal amount to amortize the unfunded actuarial 
accrued liability for only the $7,500 post-retirement lump sum death benefits over 30 
years as: shown below. The amortization of this unfunded liability is determined as a 
level percentage of payroll assuming that the payroll will increase 4% per year. 

Allocated City Contribution Effective September I, 2003 
lf----~fo"'r the Retiree Dc:~th Benefit Fund 

Normal Cost 

Thirty-Y car Amortization of Unfunded 
Actuarial Accrued Liability 

Total City Contribution Rate Allocated to 
the Retiree Death Benefit Fund as of 
September 1, 2003 

0.065% 

0.029 

0.094% 

The 0.094% city contribution rate was determined using the same funding method and 
actuarial assumptions used in this December 31, 2002 actuarial valuation for the System. 
In particular, the Entry Age Actuarial Cost Method is used with the normal cost 
determined as a level percentage of payroll. The UP-1994 Male and Female Mortality 
Table is used with no age adjustments or projections. The following is a summary of the 
actuarial valuation results of the liabilities for the $7,500 post-retirement lump sum death 
benefits. 

Actuarial Valuation Results of the Retiree Death Benefit Fund as of 
--------~---=D~eeernber31,20~02~ __________________ 

41 
1. Actuarial Present Value of Future Benefits 

a. Current pensioners 
b. Current active members 
c. Total 

2. Actuarial Accmed Liability (Currently 
Unfunded) 

$ 534,422 
598 393 

$ 1,!32,815 
$ 896,796 

L.....------------- Rudd and Wisdom, Inc. ----------------' 
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Exhibit 1 

Austin Police Rctiremen! System 
Actuarial Valuation Balance Sheets 

December 31, 
2002 1 

Actuarial present value of future benefits 
a. Pnyablc to those now receiving benefits 

or entitled to receive benefits $137,524,996 
b. Payable to active members 427,456,048 
c. Total $564,981,044 
Actuarial present va1uc of fun1rc nonnal 
cost contributions $ I 79,989,245 
Actu:~rial accmed liability (Item l c-l!cm 2) $384,991,799 
Acttwrial value of assets s 298,781 ,560 
Unfunded actuarial accmed liability (UAAL) s 86~21 0,239 
(Hem 3-ltem 4) 

Total contributions (percent of payTo11)3 26.906% 
Normal cost (percent of pn)Toll) 20.) 10% 
Percent of payroll available to amortiz~ 
thcUAAL 6.796% 

Annualized covered payroll $ 79,236,366 

December 3 i, 
2001 2 

s 127,914,809 
376 344.984 

$504,259,793 

$I 55,028,424 
s 349,231,369 
s 284,761 ,203 
s 64,470,166 

27.000% 
20.148% 

6.852% 

s 69,706,749 
l 0. Prescnl annual amount available to 

amortize the UAAL s 5,384,903 $ 4,776,306 
lL Years to amortize the UAAL 25.7 Years 19.6 Years 

' 

Reflects plan provisions effective September 1~ 2003 and excludes the $7,500 post~rctircmcnt 
lump sum death ln::ncfit. 
Adjusted valuation results as of December 3 !~ 200! to reflect lhc I .5% COLA for pensioners 
effective Jnnuary I, 2003. 

3 For the December 31, 2002 valu<Hion, the to~al contribution rate of 27% (9% by members and 
18% by the city} is reduced by the city contribution of 0.094% for the separate Retiree Death 
Benefit Fund to provide the $7,500 post-retirement lump sum death benefits. 

'-------------- Rudd and \Visdom, Inc.--------------__; 
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Exhibit2 

Auslitt Police Re;iran:"'!l System 
TMrt;:· Year Prajectian cf.l'n:sent Plan 

.Momhly Estimnft•d 
Fund at ConrributiMS Nel Bcm:fit RETRO F:mdar Raticof 

Besitming by City a11d lan~s:mcrtt Payments DROP Errdof Fw:d m Increase in Ftaul (]!r Ytw 
Ymr o[Yrar Emf!.lovas Income & Re{imds Lumu. Sums Pavm(T!.rs Amou11r Pncmt 
1998 s 185,937,209 s 12,664,793 s 20,063,218 s 8,233,738 s 879,805 s 209,551,677 22.99 s 23,614,468 12.70% 1999 209,55 I ,677 14,048,633 36,935,854 9,221.426 438,297 250,876,441 25.97 41,324,764 19.72 2000 250,876,441 15,336,155 19,199,820 9,894,431 2,046,971 273,471,014 22.90 22,594,573 9.01 2001 273,471,014 16,914,200 ·12,710,942 11,769,207 1,452,390 264,451.,675 20.00 -9,018,339 .J.JO 2002 264,452,675 19,914,403 ·20,876,785 13,074,962 1,430,698 248,984,633 17.16 -1.5,468,042 -5.85 
2003 243,984,633 21,319,3-37 19,960,755 16,021,338 4,248,389 269,994,998 13.32 21,0!0,365 8.44 2004 269,994,998 22,l72,110 21,627,455 17,894,867 3,580,868 292,318,828 13.61 22,323,830 8.27 2005 292,318,828 23,058,994 23,380,187 19,734,237 3,457,743 315,566,029 13.61 23,247,201 7.95 2006 315,566,029 23,981,354 25,211,121 21,515,794 3,319,581 339,923,!23 13.69 24,357,094 7.72 2007 339,923,123 24,940,608 27,145,866 23,121,582 3,018,6!0 365,869,405 14.00 25,946,282 7.63 
2008 365,869,405 25,938,232 29,i96,54i :?4,794.457 2,969,058 393,240,663 14.16 27,371,258 7A8 2009 393,240,663 .46,975,761 31,339,418 26,176,631 3,194,998 421,584,213 14.ol 28,343,550 7.21 2010 421,5&4,213 28,054,791 33,541,739 28,998,873 3,680,870 450,501,000 13.79 28,916,187 6.86 2011 450,501,000 29,176,983 35,775,415 31,345,553 4,448,057 479,659,788 13.40 29,158,788 6,47 2012 479,659,788 30,344,062 38,058,114 33,546,897 4,663,900 509,851' 167 13.34 30,191,379 6.29 
2013 509,851,167 31,557,824 40,439,972 35,621,641 4,639,218 541,588,104 13.45 31,736,937 6.22 "' 2014 541,588,104 32,820,137 42,987,040 37,491,573 3,828,779 576,074,929 13.94 34,486,825 6.37 "' 2015 576,074,929 34,132,942 45,728,371 39,526,866 3,546,670 612,862,706 14.23 36,787,777 6.39 2016 612,862,706 35,498,260 48,639,674 41,669,587 3,562,239 651,768,814 14.41 38,906,108 6.35 2017 651,168,814 36,918.190 51,684,334 44,088,264 4,259,201 692,023,873 14.31 40,255,059 6.18 
2013 692,013,873 38,394,918 54,821,125 46,997,187 4,917,358 733,325,371 14.ll 41,301,498 5,97 2019 733,325,3 71 39,930,715 58,008,912 50,438,006 5,920,655 174,906,337 13,75 41,580,966 5.61 2020 774,906,337 41,527,944 61,208,886 54,306,439 6,812,032 816,524,696 13.36 41,618,359 5.37 2021 8!6,524,696 43,189,062 64,408,088 58,619,867 7,416,386 858,085,593 12.99 4).560,897 5.09 2022 858,085,593 44,916,624 67,559,596 63,692,374 8,405,525 898,463,914 12.46 40,378,321 4.71 
2023 898,463,9!4 46,713,289 70,608,534 68,95!,641 9,476,138 931,351,958 11.95 33,394,044 4.33 2024 937,351,958 48,581,821 73,568,586 i4,04M11 10,042,477 915.425,271 1!.60 38,067,319 4.06 2025 975,425,277 50,525,094 76,443,496 79,625,215 10,663,042 !,012,105,610 11.21 36,680,333 3.76 2026 1,012,105,610 52,546,098 '/9,258,481 84,225,6<17 11,069,658 1,048,614,884 1!.00 36,509,274 3.61 2027 1,048,614,884 54,647,942 82,041,381 89,350,&49 11,492,340 1,084,461,018 10.75 35,846,134 3.42 
2028 1,084,461,018 56,833,860 84,793,885 94,233,479 1!,675,296 1,120,179,988 10.58 35,718,970 3.29 2029 1,120,179,988 59,107,214 87,593,831 98,689,746 10,931,665 I, 157,259,622 10.56 37,079,634 3.31 2030 1,157,259,622 61,471,503 90,515,805 102,766,033 10,329,583 !,196,151,314 10.58 38,891,692 3.36 2031 1,196,151,314 63,930,363 93,601,281 106,481,759 9,719,203 1,237,481,996 10.65 41,330,682 3.46 2032 1,237,481,996 66,487,578 96,898,853 109,865,466 9,114,168 1,281,888,193 !0.71 44,406,197 3.59 

A. Data for )'t.ln 199S through 2002 wu t2k!l'n from tile annual rtporu for thos~ }'t.'31'S, Fund balance at beginning am! end cfyeureflecu the .market value ofthe l}'ltem's usets, 
B. Asmmptions for years 2003 t.hrou!lh 2032: 

L Benefits a:e auurued to CfJmmmce in 01ccor;i.um: witll the d<:tnosraphk ana 4. 1twc1:mem im:cme (net of expen:>e5} win be&';., of the il.\l::f.l~ fund b4lan«: 
eronom.it as:mmptions t»:ed in th~ Decemb!:r 31, 2002 acmarial v;Uuation, in each year, 

2~ Ccnttibutions wiU ~?"'A of pay byth¢ membtrs and lHO$% cf pay by the dl)'. S. A U% ad ho:COLA fer pension crt as cfJanna:y !, 2003 was n::lleded but no 
3. Ccvettd payroll and rnnlrib\l!ion! !i.l the m<an will increase 4% per ytar. ad hoe COLAs were :wumed ~g1Miu1]: January l, 2004 cr tl:-eK41kr. 

Rtldd J.nJ Wisdom, Inc. 



Exhibit 3 

.Austin Police Retirement System 
Afarket Value af Assets ilS of December 31,2002 

Assets 

Investments 
Corporate Stocks 
Rcat Estate Interests 
U.S. Government Securities 
lntemationnl Stocks 
Short-Term )nvcstmcnt Funds 
U.S, Government Bonds (PIMCO) 
lntcrnational Govemment Securities 
P<1rtncrship Interests 
Corpornte Bonds 
Total Investments 

Other Assets 
Cash 
Interest and Dividends Receivable 
Contributions Receivable 
Fixed Assets 
Other Assets 
Total 

Total Assets 

Liabilities 

Contributions Refundable 
Other Liabilities 

Total Liabilities 

Net Market Value of Assets 
(Assets Minus Liabilities) 

$ 67,772,588 
50,211,339 
39,554,070 
30,626,335 
22,436,048 
!5,291,769 
13,0!6,363 
5,904,685 
1.932 328 

s 246,795,525 

s 49,775 
1,259,524 

935,280 
470,870 

7 781 
$ 2,723,230 

$ 157,685 
376 437 

r------------- Rudd and Wisdorn, lnc. --------------_j 
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Exhibit 4 

Austin Police Retirement System 
Comparisrm of ftfarket Value Asset Allocatiou as oft!te Prior ami C11rrent Actuarial Valuation Dates 

December 31, 2002 December 31,2001 

International Domestic 
Stocks 

Domestic Stocks 
12% 

Stocks 40% 

27% 

"' lntemational 
~ 

Government Stocks 
Sec.& Bonds 20% 

28% 

Real Estate Real Estate 
& Partnerships 

& Partnerships Govemment 
Cash& 18% 

23% Sec.& Bonds Cash& 
Equivalent 16% Equivalent 

10% 6% 

----------------- Ruddund Wisdom. Inc.------------ ------' 



Exhibit 5 

Austin Police Retirement System 
De~·elopmeut of Actuarial Value ofAssets 

Calculation of 2002 Actuarial Jnveslmeut Gain!( Loss) 

Market Value of Assets as of December 31, 200 t 
2002 City of Austin Contributions 
2002 Officer Contributions 
2002 Benefit Payments and Contribution Refunds 
Expected Investment Return at 8% during 2002 
Expected Mnrkct Value of Assets as ofDccembcr 31,2002 
Actual Market Value of Assets as of December 31, 2002 
2002 Actuarial1nvestmcnl Gain/(Loss) 

Calculation of2001 Actuariallnvestmelll Gaini(Loss) 

Market Value of Assets as of December 31, 2000 
2001 City of Austin Contributious 
2001 Officer Contributions 
200 I Benefit Paymen!s nnd Contribution Refunds 
f::xpcclcd Jnvcstment Return at 8.25% during 2001 
Expected Market Value of Assets us of December 31, 2001 
ActU<lf Market Value of Assets as of December 3 I, 2001 
2001 Actuarial Investment Gaini(Loss) 

lllstory ofAcwarinl bn'estment Gtdnsi(Losses) 

Total Deferred 
Ycnr Gaini(Loss) Percentage 

2002 $(42,245,137)' 30% 
2001 (35,42 I ,602) 60 
2000 (1,634,745) 40 
1999 19,999,541 20 

Actuarial Value of Assets 

Market Value as of December 31,2002 
Deferred Gain!(Loss) to be Recognized in Future 
Total 

80% of Market Value as of December 31,2002 
120% of Market Value as of December 31.2002 

Actuarial Value us of December 31, 2002 

$ 264,452,675 
12,566,293 
7,348,ll0 

(14,505,660) 
21,368,402 

$ 291,229,820 
248,984.633 

s (42,245,187) 

s 273,471,014 
11,178,204 
5,735,996 

( 13,221 ,597) 
22 710 660 

"--~--1~~'"'_;. __ _ 

s 299,374,277 
264.42£.6.7..5. 

s (35,421 ,602) 

Deferred 
Gaini(Loss) Amount 

~.'LQ[Dcccmbcr 31, 2001 

$ (33,796,150) 
(21,252,961) 

(653,898) 
3 999 908 

$ (51,703,101) 

$ 248,984,633 
·(51,703,101) 

$ 300,687,734 

s !99,187,706 
$ 298,781,560 

$ 298,781,560 

-------------- Rudd and \Visdom, lnc. ----------------' 
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Exhibit 6 

Austill Police Retirement 5),srem 
Historical Camparisons of Market and A em aria/ Asset Values 

(Valuation as as of December 31) 

$ in Millions 

. ............. . . . ............................... .. 

1995 1997 1999 2001 

!•Market Value DActuarial Value I 
2002 
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~:xhibit 1 

Austin Police Retirement System 
Distribution of Police Officer,",· by Age ami Sen·ice as of December 31, 2002 

Ye:us Alfainc-d Al'C 

of Under __ 65or 
Servkc -'!L ;:0·24 25-29 30-34 35-39 41)...:1.-i 45-49 ,2!2;54 55-59 60.64 Over Toinl 

0 0 12 34 ll 5 3 0 0 0 0 68 
I 0 lO 48 34 9 6 2 0 0 0 0 109 
2 0 7 ., ,_ 37 I} 5 0 0 0 0 0 114 
3 0 18 15 4 2 0 0 0 0 0 40 
4 0 26 42 25 4 2 1 0 0 0 iOl 

5 0 0 28 39 20 4 3 0 0 0 0 94 
6 0 0 14 38 10 3 0 0 0 0 0 65 
7 0 1 I )6 15 2 1 0 0 0 0 56 
8 0 0 2 33 26 7 1 0 0 0 0 69 
9 0 0 0 17 26 10 0 0 0 0 0 53 

10 0 0 0 13 22 23 6 0 0 0 0 6-1 
II 0 0 0 6 1·1 s 1 0 0 0 0 29 
12 0 0 0 3 29 20 7 0 0 0 0 59 
13 0 0 0 0 1 0 I 0 0 0 0 2 
14 0 0 0 0 12 5 5 1 0 0 0 23 

15 0 0 0 0 7 4 J 0 0 0 0 14 
16 0 0 0 0 8 29 9 1 1 0 0 48 
17 0 0 0 0 8 37 12 2 I 0 0 60 
IS 0 0 0 0 I 25 13 6 0 I 0 46 
19 0 0 0 0 0 19 21 6 0 0 0 ·16 

20-24 0 0 0 0 o. 1.1 79 31 6 0 0 131 
25-29 0 0 0 0 0 0 25 19 5 0 0 59 
30·34 0 0 0 0 0 0 1 II I 0 0 l3 
3.5-39 0 0 0 0 0 0 0 0 ' 0 0 I 
40-44 0 0 0 0 0 0 0 0 0 0 0 0 

45-49 0 0 0 0 0 0 0 0 0 0 0 0 
5(}+ ...Q ...Q ...Q ...Q ...Q ...Q _g ...Q _0 ...Q ...Q ...Q 

Tol:Jis 0 32 '7' .:;_..) 326 255 231 193 ss 15 0 1364 

Average 
Monthly 
S<~lary so 53,26-1 $3,73(1- $4.217 $4,701 .$5,<18·l $6,011 $6.377 56.661 $5,!56 0 $4,841 
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Exhibit 8 

Austin Police Retiremelll S}'s!em 
Hir,·torical Summar)' of Growth in Number Of Coutributit;g Members 

.. ·········· ................ r··1 ,::,o· , 
1,074 

1,364 
1,277 

1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2003 

Average annual increase over~ 
7-ycarpcriod 1996-2003: 5.1% 

11-ycarpcriod 1992-2003: 4.9% 
23-year period 1980-2003: 4.2% 
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Male Officers 
88% 

Exhibit 9 

Austin Police Retirement System 
Breakdoh.'/1 by Sex of Number uf Officers and Average Ammai Rate 

of Pay ati Reported for lite December 31 ~ 20fJ2 Valuation 

Female Officers 
12% 

$60,000 

$55,000 

$50,000 

$45,000 

$40,000 

$35,000 

$30,000 
Male Female Total 
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Exhibit 10 

r1usrin Police Retiremem 5)1slem 
Breakdown of Pensioners by 1)'Pe llml Auuuity Option 

Joint and 50% 
5% 

Joint and 
Two-Thirds 

II% 

Surviving 
Beneficiary 

9o/r! 

Vested 
Tem1inations 

3% Other 
4% 

Level Income Options 
19% 

Joint and I 00% 
22% 

Straight Life 
27i% 

L---------------------- Hudd and \\'isdum, Inc.--~·----------------



Exhibit 11 

Austin Police Retirement .S]'stem 
Summary Data of A cth•e Police Officers ami Pensioners 

as Reported for the December 31, 2002 Valuation 

Active Police Officers Male Female 

Totnl Contributing Police Officers 1,207 !57 

Annualized Reported Pnyroll $69,857,947 $9,378,419 

Avera~c Annual Rate of Pay $57,877 $59,735 

Monthly 
Pensioners Number Payment 

Service Retirements by Type of Annuity 
Straight Life 89 $326,595 
Joint nnd 100% 70 257,357 
Joint and 50% 16 66,446 
Joint and Two-Thirds Beneficiary 33 130,722 
Joint nnd Two-Thirds Last Survivor 1 4,223 
Lcvellncome Straight Life 18 67,245 
Level Income Joint and Two-Thirds 31 100,821 
Level Income Joint and I 00% 12 48,093 
Fifteen Year Certain and Life 2 7.708 -

Total Service Retirements 272 1,009,210 

Disnbility Retirements 4 7,487 

Surviving Beneficiaries 27 85,095 

Vested Tcnninatcd Officers _2 13 436 

Total 312 $1,115,228 

Total 

I ,36.J 

$79,236,306 

$58,091 

Actuarinl 
Present Value 

of Benefits 

$40,957,216 
35,335,449 

7,898,222 
16,714,015 

510,459 
6,391,429 

11,193,841 
5,830,316 

956 178 
125,787,125 

859,467 

9 805 983 , , 

803 496 

$137.256,071 
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Exhibit 12 

Austin Police Retirement S..vstem 
Historical Comparisons of Actuart'ttl Accrued LiabifitJ'for Ac"liw! Officers amll'tmsioners 

(PreseJU Platt Valuations as of Det'ember 31) 

$ in Millions 

1995 1997 !999 200! 

I DActive Officers •Pensioners I 
2002 

L ___________________ Ruddand Wisdom, Inc.-------------------_! 



Date System Began 

January I, 1980 

Statute Effective Date 

September I, 2003 

Administrllfion 

Exhibit 13 

Austin Police Retirement System 
Summary Plan Description 

The fund is administered by a retirement board consisting of 1 I members. Funds arc held 
by the retirement board, as tmstcc. 

Employees Included 

All rcgulnr and permanent full-time police officers or cadets who arc employed by the 
police department. In addition, employees of the System's administrative staff arc also 
included. 

Employee Contributions 

9% of each police officer's "Compensation Considered". 

City Contributions 

1 8% of "Compensation Considered'' for all "Employees Included" effective as of October 1, 
1996 and thereafter. Effective September I, 2003, a very small portion of the city 
contribution will be allocated by the Board to the Retiree Death Benefit Fund (account) 
administered by the System. 

Service Considered 

The number of months during which a member is required to make and docs make 
prescribed contributions plus (a) any creditable service received as a result of the provisions 
for establishing credit for certain military service, cadet service, probationary service 
following the commission date when no contributions were previously made or (b) 
reinstating previously forfeited service. 

--------------- Rudd and \Xlisdom, Inc. ---------------__j 
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Compensation Considered 

Bose pay and longevity pay. 

Exhibit 13 (continued) 

Austin Police Retirement SysJem 
Summary Plan Descri'piiOil 

Average Final Compensation 

1110 highest monthly average of the "Compensation Considered" for 36 months of the last 
120 months during which the member contributed to the system or during the months of 
service for which he did contribute, if less than 120. 

Normal Retirement Date 

"Dtc first day of the month following the earliest month in which (a) the member has 
compk:tcd at least 23 years of creditable service not reflecting any military service credit; or 
(b) the member has attained age 55 and completed at least 20 years of creditable service not 
reflecting any military service credit; or (c) the member has reached age -62. 

Normal Service Retirement Benefit 

A member is eligible for a nommf service retirement benefit oftcr having reiJched his 
nonnai retirement date. T1w monthly annuity) payable as a Iifc annuity {modified cash 
refund). is 3.00% of "Average Final Compensation" muH1piicd by years and rnonths of 
"Service Considered. a 

Dis(!hi/ity Benefit 

A member is eligible for a disability benefit (a) at any age provided he has complctcd ten 
years of service and (b) Jms a totnl nnd permanent disability from any cause. A member 
with less than 10 years of service is also eligible for a disability benefit if his disability is 
totnl and pcnnane11t and is the result of his dulics as a police officer. The annuity is 
computed conside-ring service and compensation to date of disability; however. not less than 
20 years of service wm be credited for an occupational disability. 

-------------- Rudd and Wisdom, Inc. ----------------' 
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Death Be11ejits 

Exhibit 13 (continued) 

Austin Police Retircmem System 
Summary Piau Description 

If death occurs before eligibility for retirement, the member's beneficiary receives a benefit 
eqtwl to twice the accumulated member contributions mnde plus aiJowablc interest. This 
benefit will not be less tlum $7,500. 

If death occurs before retirement but after eligibility for retirement and the member had 
dcclcd rm optionnl annuity, the member's beneficiary will be entitled to a monthly nnnuity 
culculatcd as if the member hnd retired at the end of the month in which he died. A $7,500 
lump-sum death benefit is also payable to the beneficiary, 

If death occurs before retirement but after eligibility for retirement and prior to selection of 
an optional annuity and, if the member leaves a lawfi.Jlly mnrricd spouse surviving, then I he 
surviving spouse may select an optional annuity or select a Iump sum benefit equal to t\vtce 
the accumulated member contributions made plus alimvublc interest. If the lawfuiJy 
married surviving spouse dies b~fore having received benefits equal to the atnount of 
accumulated member contributions, the excess of such accumulated deposits over the 
benefits actually received will be refunded in one sum to the member's estate. If the 
member leaves no surviving spouse~ then the member's designated beneficiary, or if no 
beneficiary exists, the executor or administrator of the estate, may select either the Fifteen 
Year Certain and Life Annuity or n Jump sum benefit cqunl to twice the accumulated 
member contributions nmdc plus allowable interest. If an optional annuity is selected in lieu 
of a lump sum benefit, a $7~500 lump sum death benefit Is payabic to the beneficiary. 

If death occurs after retirement, the member's beneficiary receives a benefit equaJ to the 
excess~ If any, of the accumulated member contributions plus allowable interest over the 
benefits achmlly received. Under certain optional pension forms the beneficiary will also 
be cntltled to receive a monthly annuity for life or for the remainder of a certain period. 

Retiree Death Benefit Fum/ 

Effective September I, 2003, u separntc fimd was established to pay $7,500 post-retirement 
lump sum death benefits. This fund is funded by city contributions. 

Vested Benefit 

If the member hns 10 years of service, he may elect to )cave hls accumubtcd dcposi1s with 
the retirement system. He will be entitled to a deferred benefit commencing nt the nonnal 
retirement date based upon his service and compensation prior to termination. 

-------------- Rudd '"" Wi,dom, Inc.---------------' 
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Terminaiion of Emplo-yment 

Exhibit 13 (continued) 

Austin Police Retirement System 
Summary Plan Description 

A membe-r !erminating employment for reasons other than service rctirementt disabiHty 
retirement or dcnth wiH receive an amount equal to his contributions to the retirement 
system and accumulated interest Interest will be credited at the end of each calendar year 
at a rate determined by the system's board of tmstees on the member's be&,rinning~of~ycar 
account bubncc. 

Opti01WI Payments 

A re!iring member may elect an optional form of annuity payment rather than the standard 
Life Annuity. Such options nrc a Joint and 100% to Survivor, Joint and 50% to Survivor, 
Joint and Two-Thirds to Survivor~ Joint and Two~Thirds to Last Sunriver or 15-Ycar 
Certain and Life AnnuJty. 

A retroactive deferred retirement option plan (RETRO DROP) can also be elected by 
retiring members meeting certain eligibility requirements. This option provides the member 
with a monthly annuity and a lump snm. The RETRO DROP benefit computation date 
elected by the member may not be earlier than tl1c date the member completed 23 years of 
creditable service not reflecting any militar)' service credit or may not be earlier than 36 
months prior !o the date of retirement. 

Postretirement Cast-of-Lb·ittg Increases 

The Board may authorize an annual cost·of-1iving adjustment, subject to actuarial approval, 
not to exceed 6% per year. Postretirement benefit increases will automatically be provided 
when the system's benefit formula as a percent of average compensation for years of service 
mcrcascs. 
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Exhibit 14 

Austin Police Retirement System 

Summary of Actuarial Jlfethotls aud Assumptions 

L Actuarial Cost Method 

2. Asset Valuation Method 

3. Investment Return (Interest Rate) 

4. Inflation 

5. Salary Increase Due to General 
Wage Increases 

6. Salary Increase Due to 
Promotion and Longevity 
Increases 

7. Total Salary Increase 

8. Interest Credited on Officer's 
Accumulated Contributions 

9. Mortality 
a. Active and Retired 

b. Disabled 

Entry Age Actuarial Cost Method 
• The normal cost is calculated to be a 

level percent of compensation over 
a mcmbcr1 s career. 

• The unfunded actuarial accrued 
liability is assumed to be funded by 
level percent contributions of 
employee payroll based on annual 
payroll growth of 4% per year due 
to general wage increases. 

Gains and losses in the market value of 
assets, based on the difference between the 
actual rate of return and the assumed rate 
of return) are recognized in the actuarial 
value over five years. The actuarial value 
will not be less than 80% or more than 
120% of the market value of assets. 

8% per year, net of expenses 

4% per year 

4% per year 

2,8% per year average over career, See 
Exhibit 16 for the promotion and longevity 
sa1ary increases by year of service, 

6.8% per year average over career. See 
Exhibit 16 for the total salary increases by 
year of scrv·ice. 

4% per year 

UP-1994 Mortality Tables for males and 
females with no age adjustments or 
projections 
85% of 1965 RRB Disabled Annuitants 
Mort;j)ity Table '---------------- Rudd omd W'isdom, Jnc-, ..:_::.:::;::_ ___________ _J 
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Exhibit 14 (continued) 

Austin Police Retirement System 

Summary of Actuurlal ilfct/zotls a11d Assumptions 

I 0. Retirement Rates 

I I. Withdrawal Rules 

12. Disability Rates 

13. Future J'vfilitary Service Purchase 
for Officers without Purchase 

14. RETRO DROP Election 

15. RETRO DROP Period Election 

16. Percent Single after Eligible for 
Service Retirement 

17. Age of Spouse of Officer Who 
Dies While Eligible to Retire 

18. Pay111tn! Fonn Election for Pre
Retirement Death Benefits 
a. Married Members 
b. Single Members 

I9. Ad Hoc Cost~of~Living Increases 
for Pensioners 

Expected average retirement age of 52.7 
based on the ofliccrs included in the 
December 3 I, 2002 valuation. See Exhibit 
17 for service and age-related rates. 

Expected average annual number of 
terminations with a refund of contributions 
of24 per year in 2003 based on the officers 
included in the December 3!, 2002 
vahmtion. Sec Exhibit 1 8 for service
related rates. 

Sec Exhibit I 9 for age-related mtcs. 

• 20 months purchased on average 
• 50% of officers under 45 
• 75% of officers 45 and above 
• 25% of estimated cost paid by officer 

75% of those eligible for at ]cast a onc~year 
RETRO DROP arc assumed to make such 
an election. 

Members elect the maximum period 
eligible (up to 36 months). 

i5% 

Female 3 years younger than male 

Joint and 100% to Survivor 
15-Year Certain and Life Annuity 

None 
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Exhibit14 (continued) 

Austin Police Retirement System 

Summary of Actuarirtl t'IJetlwds ami Assumptions 

20. Cadet Service Purchase 

21. Forfeited Service Purchase, 
Probationary Service Purchase, nnd 
Uniform Military Leave of Sen'ice 
Purchase 

• 100% of officers who have not yet 
purchased the credit \ViH purchase their 
cadet service in the future. 

• Officer purchase amount based on 
officer contribution rntc nnd cadet pay 
at time of cadet sc!V'icc. 

100% of officers with such eligible service 
will purchase the respective service. 
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Exhibit 15 

Austin Police Retirement 5}'s/em 
Clu:mges in Actunria/J11etlwds ami Assumptions 

December 31, 2002 December 31,2001 
Actuarial Assumption Actuarial Assumption 

········· 
Interest Credited on Officers' 
Accumulated Contributions 4% 5% 

. 
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Exhibit 16 

Austin Police Retirement System 
Salary Rnteojlncrcasefrom Year t-1 to Ycart 

Salary Incrcnscs Due to,-~-
Promotion and 

Yenr of ' Longevity 

Service t lncrenses ~!1l Increases - _,_ 
I 18,0% 22.7% 

2 11.2 15.6 

3 5.8 10.0 

4 0.9 4,9 

5 0.9 4.9 

6 7.1 IIA 
7 05 45 
8 0.5 45 
9 0.5 4.5 

10 7, I 11.4 

I! 0.3 4.3 

12 0.3 4.3 

13 0.3 4.3 
14 7. 1 11.4 

15 0.2 4,2 

16 7.2 11.5 

17 0.2 4.2 

18 0.1 4, 1 

19 0. I 4, I 

20 Q, 1 4.1 

21 0.1 4.1 

22 0. I 4.1 

23 0.1 4.1 
24 0.1 4.1 

25 ' 0.1 4. I 

26-45 0.0 I 4.0 

------------- Rudd and Wisdom, Inc. -------------__J 
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Exhibit 17 

Austin Police Retirement System 
Sen·ice Retirement Rates Per 1,000 Jl-femhcrs 

For Entry Ages Under 32 For Entry Ages 33 and Above 

! 22& I 
I 

43& 
' 

Service j Under 23-27 28-32 Age I 33-37 38-42 Over 

50 ' 75 100 43 ' 23 I 

' 24 200 200 200 44 

o-_) 250 250 250 45 
26 300 300 300 46 I ,- ! 500 400 350 47 -1 
28 500 ' 400 400 48 ' 
29 500 400 500 49 

30 500 500 500 50 
31 500 500 ' 500 51 
32 500 500 1000* 52 
33 500 500 53 I 
34 500 500 54 

35 600 500 55 200 
36 GOO 500 56 250 
37 600 1000' 57 300 
38 GOO 58 350 
39 GOO 59 500 

40 600 GO 1000 500 
41 600 61 350 
42 1000* 62 350 800 

GJ 350 400 
64 j 350 400 

65 1000 1000 

* 100% retirement mtc will be cffcctivt: at ugt: 60 if earlier. 
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Exhibit 18 

Austin Police Retirement System 
JVitlulrmral Rates Per 1,000 J}[embers 

Years of Service Withdrawal Rates 

0 100 
1 20 
2 20 
3 20 
4 20 

5 20 
6 20 
7 20 
8 20 
9 20 

IO 20 
I 1 17 
12 I4 
I3 10 
I4 5 

IS 0 
16 0 
I7 0 
18 0 
I9 0 
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Age 

20 
21 
22 
23 
24 

,. 
_) 

26 
27 
28 
29 

30 
3 I 
'? j_ 

33 
34 

35 
36 
37 
38 
39 

Exhibit 19 

Austin Pollee Retirement Sysrem 
Disability Rates Per 1,000 /lfembers* 

Disability 
Rates Age 

0.14 40 
0.15 41 
0.1 (, 42 
0.17 43 
0.1 s 44 

0.19 45 
0.2 I 46 
0.23 47 
0.25 48 
0.28 49 

0.31 50 
0.35 51 
0.40 52 
0.45 53 
0.49 54 

0.52 55 
0.54 56 
0.57 57 
0.62 53 
0.73 59 

60 
61 

62 and later 

Disability 
Rates 

0.92 
1.14 
!.32 
1.48 
1.73 

2.09 
2.55 
2.98 
3.34 
3.62 

3.79 
3.92 
4.04 
4.24 
4.56 

4.90 
5.32 
5.86 
6.60 
7.53 

9.1 I 
11.72 
0.00 

"' Rates arc for disability due to ali causes, and occupational disablHty rates are assumed to 
be 55% of all cause rates. 
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Exhibit 20 

Austin Police Retirement S)·stem 
Defiuitions 

L Actuurial cost method - A procedure for determining the actunria] present value of 
pension plan benefits and for developing an actuarially equivalent allocation of such 
vuluc to time periods in the form of a nom1a1 cost contribution rate and an nctumial 
accmcd liability. 

2. Acluariully equh•alelll- Of equal nctuarial present value, determined as of a given date 
with each value bnscd on the same set of actuarial assumptions. 

3. Actuurial present ~·a(ue .. The value of an nmount or series of amoun1s payable or 
n:ccivahlc at various lilncs in the fiJhJrc, determined as of a given date: (the valuation 
date) by the application of the nctuarialnssumptions. 

4. Eutry Age Actuarial Cost illetltod- A method under which the actuarial present value 
of projcclcd b.:nefits of each individual included in the valuation is allocated on a level 
basis over the earnings of the individual between the entry age and assumed exit Entry 
age is calculated as ihc difference between the attained age and the years of service 
credit a;; of the valuation date. Service is assumed to be continuous. 

5, JVormaJ t'(IS/ ccmtributian rate- Thut portion of the actuarial present value of benefits 
which is allocated to a valuation yt::ar by [be Entry Age Actuarial Cost Method. It is 
expressed as a p.,;rccnt of compensation nne! is equal to the actuarial prcsl!nt value at 
hire of projected bencJils divided by the actuarial present value at hire of anticipated 
future compensation. lt is calculated for each individual and summed for the entire 
group. 

G. Actuarial accruetl/iability - That portion. as dc!crmincd by the Entry Age Actuarial 
Cos! Method, of the actuarial present value of benefits which is not provided for by 
future normal cost contributions, 

7 '. Unfiwdetl m:tuaricll accrued liability- The excess of the total actuarial present vuiue of 
future benefits over the sum of the tangible assets and the actuarial present value of 
fhturc normal cost contributions, 

8. Actuarial t>alue of assets - The value of cash, investments, and other property 
belonging to a pension phm, as used by the actuary for the purpose of an actuarial 
vahmtion. 

9. Actuarial gm'u or loss- A measure of the difference between actual experience and that 
expected based upon a set of actuarial assumptions, during the period between two 
nctuarial valuation dntcs. 
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Exbibil21 

Austin Police Retirement 5}-stew 
Disclosun!s in Accon!auce with G'ASB Statement No. 25 

RequinHl Supplementary' Information 
for tlte System's Fi11ancial Statements for Fiscal Year 

Emling December 31, 2001 

L Schedule of Funding Progress 

- ----
Entry Age 

Actuatinl Actuarial Accrued Unfunded Annual 
Aciuarial Value of Liability AAL Funded Covered 
Valuation Assets (AAL) (UAAL) Ratio Payroll' 

Date' (a) (h) (b- a) (alb) (c) 

12131197'"' $168,601,584 $222.703,396 $54,101,812 75.7% $47,188,812 
12/31/993

'
5 226,9!3,439 257,850, I 62 30,936,723 88.0 54,695,072 

1213!!0 !'·' 284,761,203 347,548,177 62,786,974 8L9 69,706,749 
12131/027 298,781,560 384,991,799 86,210,239 77.6 79,236,366 

1Prior to the ac:nmri~l valuation as O..ct:mber 3!, 200::!, !he Sys!~m ln>d bienni:tl valuations. 
:Tile .;ov~;T~;\1 p-ayroll is \l\1-S~d on the pr;r11,1nl rate of b.;~~~ pay <md longevity p:1y used in th-;: v;~l•J!tii::m. 
~Ikonornk and demographic ;J:>$Vmpiions were r~.:vistd. 
~Rellcc!s cha:1gcs m pl:m benefit provisions cfft:clive Scp1ember I, 1997. 
'R~:flccls changes in plan bcndi! provisions effcc:Jvc Scplcmbcr 1, !999. 
~dkcts ch:mgcs in phm lx:nefil provisic::~s cff-x•hc Sqtlcmbcr I, 2001. 
7Rc-flct:ts ch:mgcs in pl:111 bcncfi: pmvisions effcrtive Scph:mbcr I, 2003. 

II. Schedule of Employer Contributions 

! 
- "' 

Annual 
Contribution 

Plan As a Fixed Annual 
Year Ended Percentage of Required Percentage 

December31 PayTOll Contribution 1 Contributed 

1997 18% $ 6,952,258 !00% 
!998 18 8,254,861 100 
1999 18 9,288,148 100 
2000 18 10,046,065 100 
2001 18 11,178,204 100 
2002 18 12,566,293 100 

1 The mmu-nl required contribution is bJscd on a<:tunl cm·crcd payrolL 

UAALasa 
Percentage 
of Covered· 

Payroll 
((b ·a)/c) 

114,6% 
56.6 
90J 

108.8 
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Exhibit 21 (continued) 

Austin Police Retirement System 
Disclosures in Acconlnuce with GASH Statement No. 25 

Required Supplementary Information 
for the System's Financial Statements for Fiscal Yeur 

Euding December 31, 2001 

III. Notes to Required Supplementary lnforrrmtion 

The infom1ation presented ln the required supplementary schedules was detcnnined as pnrt 
of Ehe actuarial valuations at the dates indicated. Addittonal infonnation as of the latest 
actuarial valuntion follows. 

Valuation dale 
Actuarinl cost method 
Amortization method 
Remaining amortization period 
Asset valuation method 

Actuarial assumptions: 
Investment rate of rctum, net 

December 31, 2002 
Entry Age 

Level percentage of projected payroll, open 
25.7 years 

Market value smoothed by a 5-ycar deferred recognition 
method with an 80%fl20% corridor on market 

of expenses, compounded annually 
Projected salary increases Including 

promotion nnd longevity 

8.0% 

4.0% to 22J}% per year, averaging 6.8% 
4.0% 
None 

Inflation rate per year 
Postretirement cost-of-living adjustments 

lV. Aclunriallnformation Needed for Noles to the Financial Statement 
as Required by Paragraph 32 of GASB 25 (Additimmllnforrnation 
Required by Paragraph 32 Should be Provided by the System's 
Auditors) 

A. PLAN DESCRJPTION 

The Board of Trustees of the City of Austin Police Retirement System is the 
administrator of a single-employer defined benefit pension plan. The System is 
considered part of the CHy of Austin's financial reporting entity and is included in the 
City's financial reports as a pension trust fund. 

TI!C System was originally established in 1979 by a City Council ordinance. 
Effective August 1991, the System is governed by state lmv with plan amendments 
mndc by the Legislature of the State of Texas. The System provides retirement, 
death, disability and withdrawal benefits. Benefits vest after 10 years of credited 
serv1cc. Participants may retire at fa) 23 years of service excluding any miHtary 
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Exhibi12l (continued) 

Austin Police Retirement 5)'stem 
Disclosures in Accordance with GASB Statement No. 25 

Required Supplementmy Information 
for the S.rstem 's Financial Statements for Fiscal Year 

Emling December 31, 2002 

service credit regardless of age, or (b) age 55 with 20 years of service excluding any 
military service or (c) age 62. The monthly benefit at retirement is payable as a life 
annuity (modified cash refund). !v; of December 31, 2002, the monthly benefit is 
equal to 3.0% of the highest 36-month average salary multiplied by years and months 
of service. Effective September I, 200 I,· the RETRO DROP provisions were changed 
to require that a participant must have 23 years of creditable sen'ice with the 
retirement system excluding any military service credit on the date the participant 
elects for the RETRO DROP benefit computation date. Effective September 1, 2003, 
the $7,500 post~rctirement lump sum death benefit is payable from a separate Retiree 
Dcnth Benefit Fund (account) administered by the System. 

Distributions to officers or their beneficiaries are also available in the event of total 
and pennanent disability, provided the officer has completed lO years of service or 
the injury was sustained during the performance of employment duties, or 11pon 
death. The terms of benefit payments are determined by certain elections made by 
the officer, their level of earnings and length of service, Payments to officers or their 
beneficiaries may be increased annually on an ad hoc basis by the amount of increase 
in the Consumer Price Index, Hmited to 6% per year, and subject to the approval of 
the Retirement Board and the actuary. 

Participating members in the System include full-time police officers and cadets 
employed by the police department of the City and employees of the System. The 
following membership stutus of the System was reflected in the actuarial valuation as 
of December 31,2002: 

Retirees and beneficiaries currently receiving benefits (303) 
and tenninatcd employees entitk:d to future monthly 
benefits (9) 

Current participating members 

Totnl 

312 

1,676 

------------- Rudd and \X!isdom, Inc. ----------------1 
55 



Exhibit 21 (continued) 

Austin Police Retirement ::i·ystem 
Disclosures i11 Accortlance with GASB Statement lllo. 25 

Requlred Supplementary Information 
for t!ze System's Financial Stalt..>JtteJtts for Fiscal Year 

Ending December 31,2002 

B. CONTRJBUTJONS 

The System is funded by biwcek1y contributions from the basic compensation~ 
consisting of base pay and longevity pay. of police officers and by contributions from 
the City. Under the provisions in effect on December 31, 2002, participants arc 
required to contribute 9% of their bnsic compensation to the System. The City is 
required to mnkc contributions equal to 1 8% of basic compensation and may 
authorize additional contributions. Effective September 1, 2003, a portion of the 
city's contribution will be allocated to the Retiree Death Benefit Fund. 

The City contribution rntc is required by the state Jaw governing the System and may 
be changed by amendment made by the Legislature of the Stale of Texas. The 
par!icipant contribution rate must be at least 6% but was increased to 9% effective 
October 1993 by a recommendation of the Retirement Bo:ard and an approving vote 
of the participating members in accordance with the state hnv govcming the System. 
The participant contribution rate may be ch<mgcd by amendment made by the 
Legislature of the State of Texas or by appropriate actions of the Board and the 
participating members in accordance with the state law governing the System. 

\Vhiie contribution rates arc not actuarially determined, state law requires tho.t each 
plan of benefits adopted by the System must be approved by a qualified actuary. The 
actuary certifies that the contribution commitment by lhc police officers and the City 
provides an adequate financing arrangcm(.,"Jlt, Using the entry age actuarial cost 
method, the System's normal cost is dctcnnincd as a percentage of payToiL 1l1e 
excess of the total contribution rate over the normal cost rate ls used to amortize lhe 
System's unfunded actuarial accrued liability, and the number of years needed to 
amortize the System1S unfunded actuarial accmed iinbi lity is determined using an 
open, level percentage of payroll method. Based on the actuarial valuation as of 
December 31, 2002 and the Plan provisions effective September 1, 2003, the nonnal 
cost was 20.11% of pay and the amortization period was 25.7 years. 
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Exhibit 22 

Austin Police Retirement System 
Disclosures in Accordam:e witlz 6:4SB Statement No. 27 
Notes to t/Je Financial Stateme~tts for tlte City ofA.ustin 

for /he Fiscall'ear Emli11g September 30, 2002 

I. Annual Pension Cost 

For the fiscal year ending September 30, 2003, the City's Annual Pension Cost (APC) of 
S * for the Austin Police Retirement System is equal to 18% of the basic 
compensation, consisting of base pay and longevity pay of the members of the System 
(including both police cadets and officers), for the period October I, 2002 through August 
31, 2003 pius 17.906% of such basic compensation for the period September 1, 2003 
through September 30, 2003. The APC is equal to the City's required and actual 
contributions, The required contributions arc a fixed 18% of pay. However, effective 
September 1, 2003, a portion (0.094%) of the city's contribution is allocated to a separate 
Retiree Death Benefit Fund (accoum). The required contributions were reflected in the 
December 31, 2002 actuarial valuation, which satisfied the parameters of the Governmental 
Accounting Standards Board (GASB) Statement No. 27. The Entry Age Actuarial Cost 
Method was used, \vith the nonna] cost calculated as a level percentage of payroll. 

TI1e actuarial assumptions included an investment return assumption of 8% per year (net of 
administrative expenses), projected salary increases ranging from 4% to 22% and averaging 
6.8% per year, and no postretirement cost-of-living adjustments. An inflation assumption of 
4% per year is included in the investment return and salary increase assumptions. The 
actuarial value of assets was dctennined using a method that smoothes the effects of short~ 
tenn volatility in the market value of investments over a five-year period. The actuarial 
value of assets will not be more than 120% or less than 80% of the actua] market value. The 
unfunded actuarial accrued liability (UAA.L) is amortized with the excess of the total 
contribution rate over the normal cost rate. The number of years needed to amortize the 
UAAL is determined using an open, level percentage of payroll method, assuming that the 
payroll will increusc 4% per year, and was 25.7 years in the December 31, 2002 actuarial 
valuation. 

' Fiscal 
Year 

Ending 

09/3012001 
09/30/2002 
09130/2003 

II. Three-Year Trend Information for the 
Austin Police Retirement System 

Annual Percentage Contribution as 
Pension ofAPC a Percentage 

Cost (APC) Contributed ofPa)TOII 

s I 100% 18% --I 
100 IS 

I 100 18117.906' -

Net 
Pension 

Obligation 

$0 
0 
0 

1 Ci!y will be able to dctcnninc these amounts from their accounting system since there is no net 
pension oblig'J.tion. 

~For tlle period October l, 2002 through August 31, 2003, the required cont.-1bution percentage w·as 
18%. Effective September l. 2003, the city's conlribu!ion rale to fu.1.d all System benefits except 
for tl:c $7,500 pos!-relircment death benefit is 17.9G-6%. 11lt: remainder of the city's conrribution 
(0.094%) is used (0 fund the $7,500 post-retirement death benefit from the scpar.'!le Retiree Death 
Benefit Fund (account). 
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Exhibit 22 (continued) 

Austin Police Retirement System 
Disclosures in Accordance with GASB Statement No. 27 
Notes to the Financial Statements for the City of Auslln 

for the Fiscal 1'ear Ending September 30, 2002 

III. Schedule of Funding Progress 

Entry Age 
Actuarial Actuarial Accrued Unfunded Annual 

Actuarial Value of Liability AAL Funded Covered 
Valuation Assets (AAL) (UAAL) Ratio ' . Pa)roW 

Dntc1 (a) (b) (b- a) (alb) (c) 

12131197' .. ' S 168,60 I ,584 $222,703,396 $54,101,812 75.7% S47,188,812 
1213l/993S 226,913,439 257,850,162 30,936,723 88.0 54,695,072 
12131/0JM 284,761,203 I 347,548, !77 62,786,974 81.9 69,706,749 
!2/3Ji027 298,781,560 384,991,799 86,2!0,239 77.6 79,236,366 

1I'rior to the acluuriu! v<~h.mtioo as December 3 i, 2002, the System h:J.d biennial nluations, 
:lllc covered payroll is based o;t !he >4•mual rate of base JXIY and lonscvity p;~y used in the v:<lnalion, 
1Economic and dcmugrupllic assumplions were revised. 
'Reflects eh:mgcs: in plun benefit provisior.s: effective Scplcrr.bcr J, t997. 
'
1Rctlects changes in pl:m benefit provisions crf.x:ive Scptemlx:r ! , !999. 
~Reflects clwngcs in plnn bt'Tlefit provisions effective September 1, 2001. 
7Rc/lects chungcs in plan benefit provisions effective September 1, 2003. 

UAA.L us a 
Percentage 
of Covered 

Payroll 
((b- a)/c) 

114.6% 
56.6 
90.1 

108.8 

IV. Actuarial Information Needed for Notes to the Financial Statement as 
Required by Paragraph 20 ofGASB 27 

A. PLAN DESCRIPTION 

The Board of Trustees of the City of Austin Police Retirement System is the administrator 
of a single-employer defined benefit pension plan. The System is considered part of the 
City of Austin's financial reporting entity and is included in the City1

S financial reports as a 
pension tmst fund. The Plan issues a stand alone report that is available from the 
Retirement Board. 

The System was originally established in 1979 by a City Council ordinance. Effective 
August 1991, the System is governed by state law with plan amendments made hy the 
Legislamre of the State of Texas. The System provides retirement, death, disability and 
withdrawal benefits. Benefits vest after 10 years of credited service. Participants may retire 
at (a) 23 years of service excluding any military scr;licc credit regardless of age, or (b) age 
55 with 20 years of service excluding any military service or (c) age 62. The monthly 
benefit at retirement is payable as a life annuity (modified cash refund). As of December 31, 
200 I, the monthly benefit is equal to 3.0% of the highest 36-month average salary 
multiplied by years and months of service. 

I 
I 
!, 
g 
il 

I! 
l 
n 
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Exhibit 22 (continued) 

Austin Police Relirement System 
Disclosures in Accordance with GA.SB Statement No. 27 
Notes to the Financial Statements for tlte City of Austin 

fOr tlze Fiscal Year Eudi11g September 30, 2002 

Effective September I, 200 I, the RETRO DROP provisions were changed to require 
that a participant must have 23 years of creditable service with the retirement system 
excluding any military service credit on the date the participant elects for the RETRO 
DROP benefit computation date. Effective September I, 2003, the $7,500 post
retirement lump sum death benefit is payabie from a separate Retiree Death Benefit 
Fund (account) administered by the System. 

Distributions to officers or their beneficiaries arc also available in the event of total 
and permanent disability) provided the officer has completed 10 years of service or 
the injury was sustained during the performance of employment duties, or upon death. 
1l1c tem1s of benefit payments are determined by certain elections made by the 
officer, their level of eamings und length of service. Payments to officers or their 
beneficiaries may be increased annually on an ad hoc basis by the amou~t of increase 
in the Consumer Price lndex, limited to 6% per year, and subject to the approval of 
the Retirement Board and the actuary. 

Participating members in the System include full-time police officers and cadets 
employed by the police department of the City and employees of the System. The 
following membership status of the System was reflected in the actuarial valuation as 
ofDcccmbcr 31, 2002: 

Retirees and beneficiaries currently receiving benefits (303) 
and terminated employees entitled to future monthly 
benefits (9) 

Current participating members 

Total 

B. CONTRIBUTIONS 

312 

1,364 

1,676 

The System is funded by biweekly contributions from the basic compensation, 
consisting of base pay and Iongcvity pay, of police officers and by contributions from 
the City. Under the provisions in effect on December 31, 2002, participants are 
required to contribute 9% of their basic compensation to the System. The City is 
required to make contributions equal to 18% of basic compensation and may authorize 
additional contributions. Effective September I, 2003, a portion of the city's 
contribution will be allocated to the Retiree Death Benefit Fund. 
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Exhibit 22 (continued) 

Austin Police Retirement S:t·stem 
Disclosures in Accorflance witlr GASB Stateme11t No. 27 
Notes to the Fimmcial Statements for tlte City of Austin 

for the Fiscal Year Emling September 30,1002 

The City contribution rate is required by the slate law go\'Cmlng the System and may 
be changed by amendment made by the Legislature of the State of Texas. TI1c 
participant contribution rate must be at feast 6% but was Increased to 9% effective 
October 1993 by a recommendation of the Retirement Board and an approving vote of 
the participating members in accordance with the state law governing the System. The 
participant contribution rate may be changed by amendment made by the Legislature: 
of the State of Texas or by appropriate actions of the Board and the participating 
members in accordance with the state law governing the System, 

\Vhile contribution rates are not actuariaiiy determined, state law requires that each 
plan of benefits adopted by the System must be approved by a qualified actuary. The 
actuary certifies that the contribution commitment by the police officers and the City 
provid..::s an adequate financing arrangement. Using the entry age actuarial cost 
method, the System's norn1al cost is determined as a percentage of payroll. The excess 
of the total contribution rate over the nonnal cost rate is used to amortize t11e System's 
unfunded nct11arial accrued llabl!ity, and the number of years needed to amortize the 
System's unfunded actuarial accmcd liability is determined using an open~ level 
percentage of payroti method, Based on the actuarial valuation as of December 31, 
2002 nnd the Pian provisions effective September 1, 2003, the normal cost was 
20.11% of pay and the amortization period was 25.7 yoars. 
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