
AUSTIN POLICE RETIREMENT SYSTEM 

ACTUARIAL VALUATION 
As OF 

DECEMBER31,2003 

AUGUST 16,2004 

L------------ Rudd ;:md Wisdom, Inc.--------------' 

20 



Rudd and Wisdom, Inc. 

Mltet-.dl L Bllbe, f,SA 
i'hi!ip S. Dial, F.S A 
Charles V, F:~erber, F.S"L AC.AS. 
Ma:k R. FenUw, F.S.A. 
CarlL. Fr::mmolino, F.S.A. 
Christopher K Johnson, A.S.A. 
Joe C. Lop::<:,.\$ ... \. 
Robert M. :Oby, F.S.A 
t Christopher ~h:C:n:l, F.S.A. 

Police Retirement Board 
Austin Police Retirement System 
Post Office Box 684808 
Austin, Texas 78768 

CONSULTING AC1UARIES 
9500 Arborcrnrn B!vd., Suire 2:00 

Al.15tin, r.::o:as 78759 

Pos~ Office !klx 204209 
Austin, Tex;as 7&720-4209 

?t·.one: (SH) 346·1590 
Fa,,; (512)345-7431 

E-m;;,i!: nnay@rudr..'wlsdnm com 

Edwa:d A. Mir.::. F.S.A. 
Rebccc:~ B. Morris, AS.A. 

A:nund!l L. Murphy, F.S.A, 
Mtchacll Muth, F SA 

Julie L. Nommr.d, F.S.r\, 
Robyn C. Ricban!s, A.SA 

Ro.,ald W. Tvb!:::man, F.S.A. 
O<~.vid G. Wilkes, F.S.A. 

August 16, 2004 

Re: Actuarial Valuation as ofDecemb~r 31, 2003 

Members of the Board of Trustees: 

fn 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, 2003 
has been completed. 

The results of the December 31, 2003 actuarial valuation are described in the Summary section 
of the report. A comparison of the current valuation with the December 31, 2002 valuation is 
also discussed in this section. The comparative valuation balance sheets are shown in Exhibit I. 
Exhibit 2 shows a thirty-year projection of the assets of the System. Exhibits 3 through 6 
summarize the System's assets and development of the actuarial value of assets. Data on both 
active and retired police officers is contained in Exhibits 7 through II. Exhibit 12 shows 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 actuarial methods and assumptions are described in Exhibits 14 through !9, 
which 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 (GASB) for the System's annual report are in Exhibit 21. The 
disclosures required in accordance with GASB Statement Number 27 are needed for the City 
of Austin's financial statements. They are included in Exhibit 22. 
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Respectfully submitted, 

~}i(.~ 
Robert M. May 
Fellow, Society of Actt1aries 
Enrolled Actuary 

Mark R. Fenlaw 
Fellow, Society of Actuaries 
Enrolled Actuary 

Rebecca B. Morris 
Associate, Society of Actuaries 
Enrolled Actuary 
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Summary 

Austin Police Retirement System 
Results of December 31, 2003 Actuarial Valuation 

The valuation balance sheet as of December 31, 2003, shown in Exhibit I, reveals that the 
plan has an unfunded actuarial accrued liability of$93,610,696. Total contributions of27% 
of pay (9% by the police officers and !8% by the City of Austin) are contributed to the 
System each year. Effective September I, 2003, a very small portion of the city's 
biweekly contributions began to be allocated by the Board to a new Retiree Death Benefit 
Fund (account) within the System, which will be used to pay the $7,500 post-retirement 
lump sum death benefits after that date. 

The normal cost for the present benefits based on the plan provisions effective September I, 
2003 for each police officer is 20.113% of pay. Since total contributions on behalf of each 
police officer are more than the normal cost, the remaining portion can be used to amortize 
the plan's unfunded actuarial accrued liability. Assuming that the total payroll increases at 
the rate of 4% per year in future years attributable to general pay increases, the unfunded 
actuarial accrued liability will be amortized in 28.6 years. 

The valuation balance sheets in Exhibit I compare the actuarial condition of the plan on 
December 31, 2003 with the condition on December 31, 2002. Both valuations are based 
on the plan provisions effective on September I, 2003 (summarized in Exhibit 13). The 
December 31, 2003 valuation does reflect the 3% ad hoc pensioner COLA granted 
January I, 2004 but does not reflect any ad hoc pensioner COLAs which may be granted 
January I, 2005 or annually thereafter. The results shown for the December 31, 2002 
valuation include an adjustment to reflect the 3% ad hoc pensioner COLA granted 
effective January I, 2004. 

Between these two valuations, the unfunded actuarial accrued liability (UAAL) has 
increased by $3,718,097 (from $89,892,599 to $93,610,696). The primary reasons for this 
change, which have partially offsetting effects, are as follows: 

I. The rate of return, net of all expenses, on the market value of assets during 2003 is 
estimated at 18.4%. However, the actuarial value of assets (AVA) used in the valuation 
and the determination of the amortization period is based on an adjusted market value. 
In particular, the AVA defers recognition of a large portion of the significant gain in 
2003 and recognizes larger portions of the previously partial deferred large losses in 
2002 and 2003. The rate of return on the AVA, net of expenses, for 2003 is estimated 
at 5.1% compared to the assumed rate of return of 8%. Therefore, the A VA as of 
December 31, 2003 is smaller than expected and caused an increase in the UAAL of 
approximately $8,700,000. This caused an increase in the amortization period of 
approximately 4 years. 

2. In 2003 the officers received a 5% general pay increase on April I, 2003. Since this 
was previously reflected in the December 31, 2002 valuation, there were no salary 
increases reflected for the first time in 2003. Therefore, the pay of the officers was 
lower than expected because we assumed that pay would increase by 4% in 2003. 
This caused the UAAL to be less than expected. 
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3. Total contributions in excess of those required to pay the annual nonnal cost decreased 
the UAAL approximately $8,900,000. 

4. Interest accumulation on the unfunded actuarial accrued liability during the one year 
period between the valuations had the effect of increasing the UAAL approximately 
$7,300,000. 

The balance sheets in Exhibit I indicate that the number of years required to amortize the 
system's UAAL has increased from 27.6 years as of December 31,2002 (reflecting the 3% 
COLA provided January 1, 2004) to 28.6 years as of December 31, 2003 reflecting plan 
provisions as of September 1, 2003. Since one year has passed since the last valuation, a 
one-year reduction in the amortization period to 26.6 years would be expected if the 
experience of the System had been exactly atf imtieipated {lncfuaillg an 8% rate of 
investment return on the AVA). For the reasons described above, the System's UAAL 
increased somewhat more than expected, causing the amortization period to be rwo years 
greater than expected. 

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, 2003. In order for the System to have an 
adequate financing arrangement, contributions must be made that are sufficient to pay for 
the System~s normal cost and amortize !ts unfunded actuarial accrued Hability over an 
acceptable period of time. Based on the Texas State Pension Review Board guidelines and 
the actuarial assumptions and cast methods used in this valuation, periods of25 years to 30 
years are preferable and 40 years is the max irnum. 

The total contributions to the System are sufficient to pay for the System's nonnal cost and 
provide an additional amount that will result in amortization of the unfunded actuarial 
accrued liability in 28.6 years. In addition, we believe that it is appropriate to assume that 
the police officers and the City will be able to maintain their conunitment 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 fmancing arrangement based on the 
actuarial value of assets used in this valuation. 

Projected Actuorial Valuation Results 

In addition to completing this actuarial valuation, we did an analysis to estimate the 
arnortization periods over the next four years. We did these projections because the 
significant actuarial investment losses that tbe System experienced in 200 I and 2002 were 
only partially offset by the significant actuarial investment gain in 2003. As shown in 
Exhibit 5, a smoothing method is used to determine the actuarial value of assets {AVA) 
that is used in this valuation. This method phases in over a five-year period any 
investment gains or losses (net investment return greater or less than the actuarially 
assumed 8%) that the System ha~ had. The A VA used in this current valuation is deferring 
recognition of a portion of the gains and losses in 2000-2003. The AVA used in this 
valuation is $320,354,298. The method used to determine this amount is shown in Exhibit 
5. The market value of assets of S30 1,417,630, excluding the Retiree Death Benefit Fund, 
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is shown in the footnote for Ex.hibit 3. The difference of$18,936,668 between these two 
nssets values is the deferred loss that will be recognized over the next four years. 

For the purpose of projecting the amortization period in the futnre, we have assumed that 
the System would have an annual rate of investment retnrn, net of all expenses, beginning 
in 2004 of the expected acruarial assumed rate of 8% per year. The projections also reflect 
the valuation assumption of a 4% annual payroll growth and assume that no furure cost-of
living adjustments will be made. 

Valuation Date 

December 31, 2003 

December 31, 2004 

December 31, 2005 

December 31, 2006 

December 31, 2007 

Amortization Period 

28.6 

35 

41 

43 

38 

The amortization period is incrensing in the future as larger portions of the excess of 
deferred investment losses from 2000-2002 over the deferred investment gain in 2003 are 
recognized in determining the actuarial value of assets. If in 2004 and later, the System 
has investment experience above the assumed 8% or greater pnyroH growth than the 
assumed 4% caused by an increase in the number of active member police officers, the 
amortization periods will be less than shown above. If the System approves a cost-of
living increase as of January I, 2005, the amortization periods will increase. The System's 
other non-investment experience will also affect the future amortization periods. For 
example, we had previously estimated that the amortization period as of December 31, 
2003 would be 31 years in a November 13, 2003 letter regarding the January 1, 2004 cost
of-living increase. After reflecting the System's acrual experience as described above, the 
amortization period is 28.6 years instead of 31 years. The lower than expected 
amonization period was partly caused by more favorable investment experience in 2003 
than expected. 

If the amortization period increases above 40 years (or above 30 years beginning with the 
December 31, 2005 valuation if the maximum GASB amortization period is deemed to be 
important), the System might need to consider increasing contributions and/or decreasing 
benefits. In order to comply with the 30-year maximum GASB amortization period 
beginning with the December 31, 2005 valuation, an average net investment rerum of 16% 
rather than the assumed 8% would be needed in 2004 and 2005. This also assumes no 
future COLAs would be provided. 

A GASB requirement of a maximum 30~year amortization period is an accounting 
standard requirement and not an acruarial standard requirement. We would consider 40 
years to be the maximum acceptable amortization period. In order to comply with the 
acruatially acceptable maximum amortization period of 40 years, an average net 
investment rerum of9% rather than the assumed 8% would be required in 2004 and 2005, 
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Retiree Death Benefit Fund 

The statute effective September I, 2003 established a Retiree Death Benefit Fund. This 
fund is a separate account within the System, administered by the System, used to pay 
$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, 2003 actuarial valuation, the city contribution needed for the Retiree Death Benefit 
Fund has been re-detennined to be 0.098%. We recommend that this new rate be 
effective January I, 2005, replacing the current rate of0.094% that was determined based 
on the December 31, 2002 actuarial valuation. 

The remaining 17.902% (18% less 0.098%) of the city's contribution will be used for the 
System's liabilities excluding the post-retirement lump sum death benefits. The 0.098% 
city contribution rate is comprised of the nomml cost percentage plus an additional 
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 January 1, 2005 
for the Retiree Death Benefit Fund 

Normal Cost 

Thirty-Year Amortization of Unfunded 
Actuarial Accrued Liability 

Total City Contribution Rate Allocated to 
the Retiree Death Benefit Fund as of 
January I, 2005 

0.067% 

0.031 

0.098% 

The 0.098% city contribution rate was determined using the same funding method and 
actuarial assumptions used in this December 31, 2003 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 
December 31, 2003 

L Actuarial Present Value of Future Benefits 
a. Current pensioners $ 571,297 
b. Current active members 658 433 
c. Total s 1,229,730 

2. Actuarial Accrued Liability $ 967,520 
3. Tangible Assets of Fund $ 13,344 
4. Unfunded Actuarial Accrued Liability $ 954,176 
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Exhibit 1 

Austin Police Retirement System 
Actuarial Y"aluation Balance Sheets 

December 31, 
2003 1 

Actuarial present value of future benel1ts 
a. Payable to those now receiving benel1ts 

or entitled to receive benefits $ !60,104,705 
b. Payable to active members 436 800.839 
c. Total s 596,905,544 
Actuarial present value of future nom1al 
cost contributions $ 182,940,550 
Actuarial accrued liability (Item I c-ltem 2) s 413,964,994 
Actuarial value of assets $ 320,354,298 
Unfunded actuarial accrued liability (UAAL) $ 93,610,696 
(Item 3-ltem 4) 

Total contributions (percent ofpayroll)3 26.902% 
Normal cost (percent of pa;,Toll) 20.1l3% 
Percent of payroll available to amortize 
the UA.A.L 6.789% 

Annualized covered payroll $ 80,958,862 
Present annual amount available to 
amortize the UAAL s 5,496,297 
Years to amortize the UAAL 28.6 Years 

December 31, 
2002 1~ 

$ 141,207,356 
427.456.048 

$ 568,663,404 

s 179,989,245 
$ 388,674,159 
s 298,781,560 
$ 89,892,599 

26.906% 
20.110% 

6.796% 

$ 79,236,366 

s 5,384,903 
27.6 Years 

1 Reflects plan provisions effective September I, 2003 and excludes the $7,500 post~retirement 
lump sum death benefit. 

2 Adjusted valuation results as of December 31, 2002 to refle-ct the 3% COLA for pensioners 
effective January l, 2004. 

3 For the December 31, 2003 valuation, the total contribution rate of 27% (9% by members and 
18% by the city} is reduced by the city contribution of 0.098% for the separnte Retiree Death 
Benefit Fund used to pay $7,500 post-retirement iump sum death benefits. For the December 31, 
2002 valuation, the total 27% contribution rate was reduced by 0.094% for the Retiree Death 
Benefit Fund 
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I<:xhibit 2 
Ar(l'fin Police Rerin•mcr:t S)'srcm 

Thlny~ l:'c"r Proj;Ythm of Pn:scm Plim 

Month!v Estimated 
Fundal Contriburions Net Benc.(it RETRO Fuml at Rario of 

BeJ;inninR bv Citv an4 frn,e.sunem Payme!IJS DROP End of Fw1d ro _lm:rcasi' in Fund f.br Year 
Year of Yt•ar £melove<~11 !!!come & Re6mds Lmnn Sums Year Pawtwms Amoull( Percent 
1999 s 209.551,677 $ l4,G-18,6)3: $ 36,935.854 s 9,221,426 s 438.291 $ 250,il76.44l 25.91 $ 41.324,764 19.71% 
2000 250,876.44[ 15,336,155 19,t99,S20 9,394.431 2,046,971 273.471.014 22.90 22,594,573 9.01 
2001 273.47l,Ol4 16,9!4,200 ·12,710,942 iL769,207 l.45l,390 264.452,675 20.00 ·9.0l!.J39 ·3.30 
2002 264.452,675 l9,9l4.403 -20.876,785 !:Ui'J4,962 !,430.698 2-18,984,633 17.16 -15.468.042 ·5.85 
2003 248,984,633 21,340,424 46,292,722 13,394,684 1,792,121 30 I .430.974 19.85 52.446,34 I 2L06 
2004 301,430,974 21.858.893 24,096,130 iS,0$6,034 4,261.562 325,068.401 14.57 23.637.427 7.84 
2005 325,068/l!H 22,733,249 25,964,3!5 !9,982,211 3,779,973 JS{l,003,781 14.73 24,935,380 7.67 
2006 350.003,781 23,642,579 27.938573 21.778,008 3.407,797 376,399,128 14.94 26,395.347 7,54 
2007 376,399.128 24.588,282 30,039,754 23,391.674 3,00l,010 404,634,480 15.33 28,235,352 7.50 
2008 404,634.480 25,571,813 32,274,DG5 25.066,658 2,923.9SS 434,489.652 15.52 29,8SS,I7J. 7.38 
20()<) 434.489,652 26,594,686 34,615,426 27,025.584 3, t62.764 4{i5,5ll,416 15.41 31,{)21,764 7.l4 
2010 465,511.416 27,658.473 37.032.918 29,211.177 3,647.173 497.344.457 15.14 31.833,04! 6.84 
2011 497,344.457 28,764.812 39.500.932 31,528.160 4.402,278 529,679,763 14.74 32,335.306 6.50 
2012 529.679,763 29,915.404 42,041.395 J3,688,04S 4.552,006 563,396.511 14.73 33,716.748 6.37 
:!OIJ 563,396,5 ll 31,112,020 44,705,230 35.734,015 4,540,285 !i98.939.461 14.87 35,542,%0 6.31 
201'' 598,939.461 32,356,50 I 47,556.115 37,582,175 3,750,365 637,519,537 15.42 38,580.076 6.44 

"' 2015 637.5!9,537 33,650.76l 50,624,323 39,593,441 3.488,317 678.712.863 15.75 4U93,326 6.46 "' 2016 678.712,863 34,996,791 53,887,034 41.726,392 3.5:!0.266 722,350,030 15.96 43.637,167 6.43 
2017 722,350,030 36,396,663 57.309,236 44,129,831 4,235,997 767,690,101 l 5.87 45,340.071 6.28 
201& 767,690,10 I 37,852,530 60,854,334 ·16,')98,240 4,876,137 814,522.588 15.70 46,8:\2.487 6.10 
2019 814,522,588 39,366,63 i 64,486J79 50,381.5&5 5.875.748 862.118.065 15.32 47,595,477 5.84 
2020 862,!!8,065 40.941.296 68.167,918 54,223,R87 6,755,578 910.247.814 14.93 48.!29,749 5 58 
2021 9l0,247,Sl4 42.57&,948 7L888,703 58A66,l54 7.390,838 958,858.473 14.56 48,610,65!} 5.34 
2022 95!i,&5S.473 44,282,106 75,61 1,975 63,368.(32 s.m.m 1,007 ,0)2.889 [4.05 4&,194,416 5.03 :w:n 1,007,052,889 -16,053,390 79,299,405 68,419,946 9,254.095 1,054,731,643 13.58 47.6"!&,754 4.73 
2024 1,054,731,643 47,895,526 82,964,553 7.3.523,204 9,721.789 1. Jfl:l.J46,729 J:L2'4 47.6l5,0S6 4.51 
2025 1.!02,346,720 49,8il,347 86,607,596 70,050,609 [0,264.287 1,149.450,176 12.87 47,104.047 4.27 
2026 1,149.450,776 5t,S03,80t 90,215.168 84.651.091 !0,675,014 1.196.143,580 12,55 46,692,804 4.06 
2027 1.196,143,580 53.875.953 93.840.218 88.993.655 11.164.008 1.243,702,088 12.42 47,558.508 3.98 
2028 1,243.702,088 56,030,991 97.533.981 93,738,965 l !.346,676 !,292.181.419 12.30 48,479.33 I 3.90 
3029 1.392.!81,4l9 58.272.m 101.370,271 97,945,()46 10.433.243 1,343,445,632 l2AO, 51,264,213 3.97 
2030 1.343.445,632 60,603,120 105.440.513 101.748.877 9,732,677 1.398,007,711 12.54 54.562.{)79 4.06 
203l l,l98.007,7ll 63,0~7.245 109.793.067 l05.l44,828 9.071.166 1.456,612.029 12.75 lS.604,ll8 4.19 
2032 1,456,612.029 65.548,llS ll4.477.538 108.245.159 8.588,789 l.SI9,80J,954 13.01! 63,I9l.925 4.34 
2033 1.519,803.954 68.170,268 119.535,736 u 1.152,812 8,231,959 l,$38.125.187 ll.JO 68,32l,233 4,50 

A. O;rt~ (or )'<W~ !999llu.wgh 2003 was l."lhn frmnlh~ amw,1l r-cpwl$ fw !hox: yc:;~n. 
!he R«1r~:c Dt3th Btndit fund (ae<tmnl). 

Fund t;.,:l::to~¢ a1 bq;mnin& :md em:! <If )"1':-lf r~flti:I:S the lGlal m.l.:kel 1-·alu~ oflhe Sy.Hem"'s ustl!i tl1f.:h.!tling 

U.. A~:;umption~ f111 yc:ll~ 2004 thrcugh 2033~ 
I. E:!endiu ;u~; :;HI!mtJ to1 !<Qmmmcc in ~~~rd:u~e~ w•lh the dcrrmr,r~phic and 3. Col·trcJ p:tyr<:~l! Jnd i:<Jnmbl.ll:'<:~ru talhe 5y~lem wil! i~r=c 4% per year. 

eccnolmc a-numptiQtll WiCi!lll'l this D«emb¢r Jl, 1003 ~ltHirial valuMion and 4. lt!Veilm~~~ lnwmc (ntt of expenses) will be S% of the avna11-e rund balance in e.1eh }"!~r, 
inelud~ bn;dil Pl}"llltni:S from the ftdire<~IJ~Ih 6(1ltflt Fund (account}. 5. A 3.0% ad hoc COLA ror pel\5ioners II$ Qf hrtu~ry !, 2004 was reOccted bu~ n<> ad hoc 

2. Comuburroi:l> will be 9% of pay by the members and IS~~ of pay by the cily. COlA~ were l'lsumcd beflinnin& January I, 2005 or thereafter, 
Rudd and \\lisdom, Inc. 



Exhibit 3 

Austin Police Retirement System 
Total Market Value of Assets as of December 31, 2003 

lnclu.ding tlte Retiree Death Benefit Fund 

Assets 

Investments 
Corporate Stocks 
Real Estate Interests 
International Stocks 
U"S" Government Bonds (P!MCO) 
U.S. Government Securities 
Short-Term Investment Funds 
International Government Securities 
Partnership Interests 
Corporn!c Bonds 
Total Investments 

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

Total Assets 

liabilitles 

Other Liabilities 
Contributions Refundable 

Total Liabilities 

Net Jf-farket Value of Assets 
(Assets Minus Liabilities) 

$ 80,628,569 
67,041,756 
40,926,843 
33,799,946 
28,160,476 
22,563,796 
!7,734,847 
7,099,901 
!.328 335 

$ 299,284,469 

S I ,078,744 
1,054,186 

435,486 
76,365 
10 221 

$ 2,655,002 

s 434,950 
73 547 

* Includes Sl3,344 fQrthe Retiree Death Benefit Fund. The Net Market Vn!ue of Assets, 
excluding the Retiree Dea!h Benefit Fund, is $301,417,630. 

'--------------- Rudd and Wisdom, !nc" --------------_J 
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Exhibit 4 

Austin Police Retirement ~)Js/em 
Comparison of ft1arket Value Asset Allocation llS of the Pl'iOJ' am/ Cun'eJtt Ac.'llwriat Vuluatimt Dates 

December 31, 2002 

Government 
Sec. & Bonds 

28% 

Cash& 
Equivalent 

10% 

International 
Stocks 

12% 

Domestic 

Stocks 
27% 

Real Estate & 
Partnerships 

23% 

December 31, 2003 

Government 
Sec. & Bonds 

27% 

Cash& 
Equivalent 

8% 

International 
Stocks 

13% 

Domestic 
Stocks 

27% 

Real Estate & 
Partnerships 

25% 
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Exhibit 5 
Austin Police Retirement System 

Development of Actum·ial Value of Assets 

Calculation of Actuarial invcstmem G:tin/(Loss) 
__ 8.?.~l';4...9J1 Total fvfarK.;rt ValucJo.rPian 1':~41-.t~ 

2003 

Market Value of Assets as of beginning of year $248,984,633 $264,452,675 
City of Austin Contributions l :1,950,555 12,566,293 
0!1icer CorHributions 7,3g9,869 7,348, ll 0 
Benefit Payments aud Contribution Refunds ( 15 .i 86,805) ( !4,505 ,660) 
Expected Investment Return• 20 160 180 21 368 402 
Expec!ed Market Value of Assets as of end of year S 2.15,298,432 $291,229,820 
Actual Market Value of Assets as of end of year 301 430 974 24~.91\4,63}. 
Actuarial Investment GainJ(Loss) $ 26,t32,542 $ (42,245,! 87) 

"8% assumed for 2003,2002 and l999. 8.25% assumed for 2001 und 2000. 

2001 

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

• 
264,1.52l675 

$ (35,421,602) 

-*'"'00&0_ 

$ 250,876,441 
10,046,065 

5,290,090 
(11,941,402) 
20 834 565 

$275,105,759 
.• 273 47LQ.H 
$ (1,634,745) 

Deferred Actnarial Investment Gains/(Losses) to be Recognized in Future Years 

Deferred 
Gain!( Loss) 

Plan ltWC:itl't'lt!i'!t Dcli\rtol Amourlt 
Gain/{Loss) Pcrcc:nla\!c i!1i.£)f Dccerrth£:t 31 

2003 s 26,132.542 80% s 20,906,034 
2002 (42,245,187) 60% (25,347, 112) 
2(101 (35,421,602) 40% (14,168,641) 
2000 (1.634,745) 20% (326,949) 
1999 19,999,541 0% ____ __Q 

Total $(18,936,668) 

As:tuarial Value of Assets as of December 31, 2003 

l. Total Market Value of Assets iiS of Dec~mbcr 3!, 2003 
2. Deferred Gain/(Loss) to be recognized in fUlure 
3. Total (Jtcm J: -Item 2) 
4. 80% of Total Market Value ns of December 3 i, 2003 
5. l20% of Total Market Value as of December:! I, 2003 
6, Preliminary Actuarial Value as of Dr.:ccmbcr 31, 2003 
7, Retiree Death Benefit Fund as of December 31, 2003 
8, Actuarial Value as of December 31, 2003 

$301,430,974 
$( 18,936,668) 
$320,367,642 
$241,144,779 
$361,717,169 
$320,367,642 
s 13,344 
$320,354,298 

200J 

--- 1999---

s 209,551,677 
9,288,148 
4,760.485 
(9,659,723) 
16936313 

$ 230,876,900 
, __ 250.R:Z§Ml 
s 19,999,541 

'---------------------- Rudd aml Wisdom, Inc.---------------------' 
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Exhibit 6 

Austin Police Retirement System 
flistoricuf Comfmrison of Market mul Actuarial Vulue of Assets 

(Valuntio11 ns of December 31) 

1999 2001 

' ' . ;~ 
.,;.,-.::· 

2002 

I• Market ':al~1e El Actuarial Value I 
2003 
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Exhibit 7 

Austin Police Retirement System 
Distribution of Police Officers by Age and Service as of December 31, 2003 

Ye:us Attajrr~~ A e 
of Under 65or 

Serrj£._~ _1Q_ 20-24 75-29 30-34 J2::~2 40-44 45-49 50~ 54 60-M ~ Iota! 

0 0 10 28 17 22 2 0 0 0 0 0 79 
I 0 4 32 15'' ' 6 2 0 0 . 0 0 0 59 
2 0 2 48 41 9 6 2 0 0 0 0 lOS 
J 0 2 46 38 17 5 1 0 0 0 0 !09 
4 0 I 14 18 6 3 0 0 0 0 0 42 

5 0 I 19 45 24 7 2 1 0 0 0 99 
6 0 0 16 38 32 5 3 0 0 0 0 94 
7 0 0 6 41 11 4 1 0 0 0 0 63 
8 0 1 0 28 24 3 1 0 0 0 0 57 
9 0 0 1 32 23 13 1 0 0 0 0 70 

10 0 0 0 1 I 28 12 0 0 0 0 0 51 
II 0 0 0 5 28 22 8 0 0 0 0 63 
12 0 0 0 2 17 9 1 0 0 0 0 29 
13 0 0 0 0 22 27 10 0 0 0 0 59 
14 0 0 0 0 1 0 1 0 0 0 0 2 

15 0 0 0 0 9 6 6 I I 0 0 23 

16 0 0 0 0 2 9 3 0 0 0 0 14 
11 0 0 0 0 0 33 12 2 1 0 0 48 
18 0 0 0 0 3 38 14 2 2 0 0 59 
19 0 0 0 0 0 21 13 6 0 0 0 40 

20w24 0 0 0 0 0 28 62 34 6 0 0 130 

25-29 0 0 0 0 0 0 31 38 6 0 0 75 

30<34 0 0 0 0 0 0 I 10 4 0 0 IS 
35-39 0 0 0 0 0 0 0 0 0 0 0 0 
40-44 0 0 0 0 0 0 Q 0 0 0 0 0 

4549 0 0 0 0 0 0 0 0 0 0 0 0 

50+ _Q _Q _Q _Q _Q _Q _Q _Q _Q _Q 0 _Q 

Totals 0 21 210 331 284 255 ti3 94 20 0 0 1,388 

Average 
Monthly 
Salary so $3,204 S3,760 $4,213 $4,544 $5,561 56,129 $6,344 $6,500 0 0 $4,861 

'--------------- Rudd and Wisdom, lnc. --------------..-1 
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Exhibit 8 

Austin Police Retirement .)),stem 
1/istol'ica/ Swnmmy (~(Gmwth in Number r~{Contrilmting Alembers 

910 
960 

777 803 

667 

534 557 
604 

1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2003 2004 

Average annual increase over: 
6~year period 1998~2004: 4.4% 
12~year period 1992~2004: 4.7% 
24~ycar period 1980~2004: 4.1% 

\_ _________________ Rudd and Wisdom, Inc. -----------------___J 



Male 
Officers 

88% 

Exhibit 9 

Austin Police Retirern<mt System 
Breakdown by Sex of Number of Officers and Average Amuml Rate 

of Pay as Reporle<l for tile December 31, 2003 Valualiou 

$65,000 

$60,000 
$59,578 

$58,160 

$55,000 

$50,000 

$45,000 

Female i :' 
' . 

Officers $40,000 
l ' 

12% ,, 
' ; ' 

!· ' '',' i· 

$35,000 '.'!' < 

';•, 

$30,000 

Male Female 

Rudd and \\fi.:.dom, Jnc. 

$58,328 

Total 



Exhibit 10 

AustiJJ Police Retirement System 
Brea/ulowu af Pensioners by 1)1JUJ ami Annuity Option 

Joint & 2/3 

10% 

Surviving, 
Bcneliciary 

9% 

Vested Term. 
3% 

Disability 

1% 

Level Income 
Options 

!7% 

Joint & 50% 
5% Joint & 100% 

22% 

Straight Life 
33% 
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Exhibit ll 

Austin Police Retiremem System 
Summary Data of Active Police Officers and Pensioners 

as Reported for tire December 31, 2003 Valuation 

j('" I - I 
" Active Police Officers ' Male Female ' 

Total Contributing Police Officers 1724 164 

Annualized Reported Payroll S7l,l88,125 $9,770,737 

A veragc Annual Rate of Pay $58,160 $59,578 

r ·- .. .... 

' 
Monthly 

Pensioners Number Payment 

Service Retirements by Type of Annuity 
' Straight Life 113 $442,594 ' ' ' ' Joint and 100% 76 286,578 

Joint and 50% 19 78, t16 
Joint and Two-Thirds Beneficiary 32 130,926 
Joint and Two-Thirds Last Survivor I 4,349 

! 
Leve1lncome Straight Life 17 

I 
64,249 

Level Income Joint and Two-Thirds 29 97,663 

I level Income Joint and 100% 12 49,536 
Fifteen Year C~rtain and Life _1 11 087 

, Total Service Retirements 302 1,165,098 

Disability Retirements 4 7,711 

! Surviving Beneficiaries J2 101,743 
' i 
' Vested Terminated Officers __2 13.949 

LJ'otal 347 $1,2&8,501 
.. ... 

Total i 

1,388 i 

$80,958,862 

$58.328 

.... 
Actuarial 

i 
Present Value . 

of Benefits ; 

$55,995,559 j 

' 39,303,391 
9,539,551 . 

16,919,331 
517,049 

6,!14,766 
!0,718,180 
5,870,961 I 
!.398.986 I 

146,377,774 

879,391 

11,207,324 

900 781 I 

s 159,365,770 

'------------- Rudd and Wisdom, Inc.--------------' 
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Exhibit 12 

Auslin Police Retirement System 
Historical Comparison of Aclrmrial Accrued Liabili~v far Actilte Officers ami Pensimrers 

(Present Plan Valrwtions as of December 31) 

$in Millions 

P'" « «' 

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

1997 1999 2001 2002 

[~Active Officers • Pensione:~J 

2003 

'------------------ Rudd and \XIisdom, Inc.-------------------' 



Date System Began 

January I, 1980 

Statute Effective Date 

September I, 2003 

Administration 

Exhibit 13 

Austin Police Retirement System 
Summary Plarr Description 

The fund is administered by a retirement board consisting of II members. Funds are held 
by the retirement board, as trustee. 

Employees Included 

All regular and permanent full-time police officers or cadets who are employed by tl1c 
police department In addition, employees of the System's administrative staff are also 
included. 

Employee Contributions 

9%; of each police officer"'s "Compensation Considered", 

City Coutributions 

!8% of"Compensarion Considered" for all "Employees Included" effective as of October I, 
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 does make 
prescribed contributions plus (a) any creditable service received as n 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 Wisdom, Inc. ----------------' 
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Compensation Considered 

Base pay and longevity pay_ 

Exhibit 13 (continued) 

Austin Police Retirement System 
Summary Plan Description 

Average Final Compensation 

The highest monthly average of the "Compensation Considered" for 36 months of the last 
i 20 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 

The first day of the month following the earliest month in which (a) the member has 
completed 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 normal service retirement benefit after having reached his 
normal retirement date. The monthly annuity, payable as a life annuity (modified cash 
refund), is 3.00% of "Average Final Compensation" multiplied by years and months of 
"Service Considered. ·• 

Disability Benefit 

A member is eligible for a disability benefit (a) at any age provided he has completed ten 
years of service and (b) has a total and 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 
total and permanent and is the result of his duties as a police officer. The annuity is 
computed considered service and compensation to date of disability; however, not less than 
20 years of service will be credited !or an occupational disability. 

'-------------- RudJ :md Wisdom, Inc.---------------' 
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Death Be11ejits 

Exhibit 13 (continued) 

Austin Police Retirement System 
Summary Plan Description 

If death occurs before eligibility for retirement, the member's beneficiary receives a benefit 
equal to twice the accumulated member contributions made plus allowable interest. This 
benefit will not be less than $7,500. 

If death occurs before retirement but after eligibility for retirement and the member had 
elected an optional annuity, the member's beneficiary will be entitled to a monthly annuity 
calculated as if the member had retired at the end of the month in which he died. A S7 ,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 lawfully married spouse surviving, then the 
surviving spouse may select an optional annuity or select a lump sum benefit equal to twice 
the accumulated member contributions made plus aHowable interest If the lawfully 
married surviving spouse dies before having received benefits equal to the amount of 
accumulated member contributions, the excess of such accumulated deposits over the 
benefits acrually 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 a lump sum benefit equal to twice the accumulated 
member contributions made plus aHowable interest. If an optional annuity is selected in lieu 
of a lump sum benefit, a $7,500 lump sum death benefit is payable to the beneficiary. 

If death occurs after retirement, under certain optional pension forms the beneficiary will 
also be entitled to receive a monthly annuity for life or for the remainder of a certain 
period. If no monthly annuity is payable, the member's beneficiary receives a lump sum 
benefit equal to the excess, if any, of the accumulated member contributions plus allowable 
interest over any benefits actuaHy received. 

Retiree Death Benefit Fund 

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

'-------------- Rudd and Wisdom, !nc. -----------------1 
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Vested Benefit 

Exhibit I3 (continued) 

Austin Police Retirement System 
Summary Platt Description 

lf the member has l 0 years of service, he may elect to leave his accumulated deposits with 
the retirement system. He will be entitled to a deferred benefit commencing at tl1e nonnal 
retirement date based upon his service and compensation prior to termination. 

Termination of Employment 

A member tenninating employment for reasons other than service retirement, disability 
retirement or death wm receive an amount equat 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 trustees on the member's beginningwof~year 
account balance. 

Optional Payme11ts 

A retiring member may elect an optional fonn of annuity payment rather than the standard 
Life Annuity. Such options are a Joint and lOO% to Survivor, Joint and 50% to Survivor, 
Joint and Two-Thirds to Survivor~ Joint and Two~Thirds to Last Survivor or l5~Year 
Certain and Life Annuity. 

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 sum. The RETRO DROP benefit computation date 
elected by the member may not be earlier than the date the member completed 23 years of 
creditable service not reflecting any military ser1ice credit or may not be earlier than 36 
momhs prior to the date of retirement 

Postretirement Cost-of-Lb:ing Increases 

The Board may authorize an annual cost-of-living adjustment, subject to actuarial 
approval, not to exceed 6% per year. Postretirement benefit increases wiU automatically be 
provided when the system's benefit fonnula as a percent of average compensation for years 
of service increases. 

'-------------- Rudd and Wisdom, Inc.---------------' 
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Exhibit 14 

Austin Police Retirement SYstem 
Summary of Actuarial Methods and Assumptions 

L Actuarial Cost Method 

2. Asset Valuation Method 

3. Investment Return (interest Rate) 

4. Inflation 

5. Salary Increase Due to General 
\Vage Increases 

6. Salary Increases Due to Promotion 
and Longevity Increases 

7. Total Salary Increase 

8. Interest Credited on Ot1icer'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 member'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 ret;ognized 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~/o per year 

4% per year 

2.8% per year average over career. See 
Exhibit l6 for the promotion and longevity 
salary increases by year of service. 

6.8% per year average over career. See 
Exhibit l6 for the total salary increases by 
year of service. 

3% per year 

UP-1994 Mortality Tables for males and 
females with no age adjustments or 
projections 
85% of 1965 RRB Disabled Annuitants 
Mortality Table 
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Exhibit 14 (continued) 

Austin Police Retirement System 
Summary of Actuarial ~.tfethods and Assumpiions 

I 0. Retirement Rates 

II. Withdrawal Rates 

12. Disability Rates 

lJ. Future Military 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. Payment Form Election for Pre
Retirement Death Benefits 
a. Married Members 
b. Single Members 

19. Ad Hoc Cost-of-Living Increases 
for Pensioners 

Expected average retirement age of 52.8 
based on the officers included in the 
December 31, 2003 valuation. See Exhibit 
17 for service and age-related rates. 

Expected average annual number of 
terminations with a refund of contributions 
of25 per year in 2004 based on the officers 
included in the December 31, 2003 
valuation. See Exhibit 18 for service
related rates. 

See Exhibit t 9 for age-related rates. 

• 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 least a one-year 
RETRO DROP are assumed to make such 
an election. 

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

15% 

Female 3 years younger than male 

Joint and I 00% to Survivor 
15-Year Certain and Life Annuity 

None 

L----~--------- Rudd and Wiodom, Inc. -----------------' 
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Exhibit 14 (continued) 

Austin Police Retirement System 
Summary of Actuarial Methods and Assumptiolls 

20. Cadet Service Purchase 

2 L Forfeited Service Purchase, 
Probationary Service Purchase, and 
Uniform Military Leave of Service 
Pur<:hase 

46 

• 100% of officers who have not yet 
purchased the credit will purchase their 
cadet service in the fttture, 

• Officer purchase amount based on 
officer contribution rate and cadet pay 
at time of cadet service. 

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



Exhibit 15 

Austin Police Retirement System 
Changes in Actuarial1\lethods and Assumptions 

December 31, 2003 ' December 31, 2002 

I Actuarial Assumption Actuarial Assumption 

Interest Credited on Officers' 

I Accumulated Contributions · . 3% 4% -----

~_ ______________ Rudd und \Visdom,lnc. ---------------' 



Exhibit 16 

Austin Police Retirement System 
Salary Rate of l11crease Assumptio11from Year t-1 to Year t 

Salarv Increases Due to 
Promotion and 

Year of Longevity 
Service t Increases Total Increases 

1 18.0% 22.7% 
2 l 1.2 15.6 
3 5.8 10.0 
4 0.9 4.9 
5 0.9 4.9 

6 7.1 11.4 
7 0.5 4.5 
8 0.5 4.5 
8 0.5 4.5 
10 7.1 l 1.4 

I l 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 0.1 4.1 
20 0.1 4.1 

21 0.1 4.1 
22 0.1 4.1 
23 0.1 4.1 
24 0.1 4.1 
25 0.1 4.1 

2645 0.0 4.0 

L------------- Ruddand Wdom.lnc. ------------__1 
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Exhibit 18 

Austin Police Retirement System 
Assumed Withdrawal Rates Per 1,000 jl:fembers 

Years of Service I Withdrawal Rates 

0 100 
1 20 
2 20 
3 20 
4 20 

5 20 
6 20 
7 20 
8 20 
9 20 

10 20 
1 1 17 
12 14 
13 10 
14 5 

15 0 
16 0 
17 0 
18 0 
19 0 

'--------------- Rudd and Wisdom. Inc. --------------' 
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Age I <-< 
' 20 
i 

21 
22 
23 
24 

25 
26 
27 
28 I 29 

30 
31 
'1 ~-
33 
34 

35 
36 
37 
38 
39 I 

' I 

Exhibit 19 

Austin Police Retirement System 
Assumed Disability Rates Per 1,000 1Yfembers* 

Disability 

I Rates Age 

i I OJ4 40 
0.15 41 ' 
OJ6 42 I 

I 
' 0.17 43 I 

0.18 44 

0.19 45 
021 46 
0.23 47 
0.25 48 
0.28 49 

0.31 50 
0.35 51 
OAO 52 
0.45 53 
0.49 I 54 

I 

0.52 ' 55 
0.54 56 
0.57 57 ' ' ' 0.62 58 I 

0.73 59 l 
l 

60 
6! 

62 and later 

Disability 
Rates 

0<92 
I.I4 
1.32 
lA8 
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 

9.11 
11.72 
0.00 

* Rates are for disability due to all causes, and occupational disability rates are assumed to 
be 55% of all cause rates. 
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Exhibit 20 

Austin Police Retirement System 
Definitlons 

L Actuarial cost method- A procedure for determining the actuarial present value of 
pension plan benefits and for developing an actuarially equivalent allocation of such 
value to time periods tn the fonn of a normal cost contribution rate and an actuarial 
accrued liability. 

2. Aclllarially equivalent- Of equal actuarial present value, detennined as of a given date 
with each value based on the same set of actuarial assumptions. 

3, Actuarial present value~ The value of an amount or series of amounts payable or 
receivable at various times in the future, detennined as of a given date (the valuation 
date) by the application of the actuarial assumptions. 

4. Entry age actuarial cost method- A method under which the actuarial present value of 
projected benefits of each individual included in the valuation is allocated on a level 
basis over the earnings ofthe indivldual between the entry age and assumed exit. Entry 
age is calculated as the difference between the attained age and the years of service 
credit as of the valuation date. Service is assumed to be continuous. 

5. Normal cost collfribmion rate- That portion of the actuarial present value of benefits 
which is allocated to a valuation year by the Entry Age Actuarial Cost Method. It is 
expressed as a percent of compensation and is equal to the actuarial present value at 
hire of projected benefits divided by the actuarial present value at hire of anticipated 
future compensation. It is calculated for each individual and summed for the entire 
group. 

6. Actuarial accrued liability- That portion, as determined by the Entry Age Actuarial 
Cost Method, of the actuarial present value of benefits which is not provided for by 
future nonnal cost contributions. 

7. Unfunded actuarial accrued liability- The excess of the total actuarial present value of 
future benefits over the sum of the tangible assets and the actuarial present value of 
future normal cost contributions. 

8. Actuarial value of assets - The value of cash, investments, and other property 
belonging to a pension plan, as used by the actuary for the purpose of an actuarial 
valuation. 

9, Actuarial gain 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 
actuarial valuation dates. 

10. Amortization period- The period determined in an actuarial valuation as the number 
of years required, beginning with the valuation date, to amortize the unfunded 
actuarial accrued liability with a level percent of payroll that is the difference between 
the expected total contribution mte and the normal cost contribution rate. 

'---------------- Rudd unJ\Visdom, Inc. ---------------' 
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I Actuarial 
Valuation i 

Date' 

12/31/993.4 
12/31/01 3~ 
12/3 U026 • 

Exhibit 21 

Austin Police Retirement System 
JJisc:losures in Accorda1tce with GASB Statement No. 25 

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

Ending December 11, 201)] 

I. Schedule of Funding Progress 
- - .... : . . . . . . . " ... ... 

Entry Age 
Actuarial Actuarial Accrued Unfunded Annual 
Value of Liability AA.L Funded Covered ' ' ' Payroll' Assets (AAL) (UAAL) Ratio 

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

$226,913,439 $257,850,162 f530,936,723 88.0% $54,695,072 
284,761,203 347,548, !77 62,786,974 81.9 69,706,749 
298,781,560 384,991,799 86,2!0,239 77.6 79,236,366 

12!311036 320,354.298 413.964,994 93,610,696 77.4 80,958,862 • 
1 Prior w the a~m:uio.l valuation as December 31. 2002, th~ System had bicn.nial valuatlons. 
1 The covered payroll is based on rhe annu.:ll rate of base pay 1llld longevity pay used in the valuation, 
J E<::onomic and demographic assumptions were revised. 
4 Rcflccts ch:1ngcs in plo.n benefit provisions effective September l, t 999. 
~Rvfkm changes in pb.rr bcr.efit provision:; effective September t, 2001. 
4Ret1cc:s chan£CS in pl:m benefit provisi<ms cffec:ive September l, 2003. 

II. Schedule of Employer Contributions 

Annual 
Contribution 

Plan As a Fixed Annual 
Year Ended Percentage of Required Percentage 

' December 31 Payroll Contribution 1 Contributed 
I 
I 1997 18% $ 6,952,258 !00% ' 

1998 18 8,254,861 100 
1999 18 9,288,148 100 
2000 18 10,046,065 100 
2001 18 I 11,178,204 100 
2002 18 12,566,293 100 
2003 18.000/17.9062 13,929,7243 !00 

~ 

.... ~ ... 

UAALas a 
Percentage 
of Covered 

Payroll 
((b- a)/c) 

56.6% 
90.1 

108.8 
115.6 

: The ;umual required contribution is based on actu:ll covere-d payroll. 
~ Effective September l, 2003, a portion of the Employ<.-r's to!o.l lS% contributivn is allocated to a Retiree Dealh 

Benefit Fund. This portion was determined to be 0.094% effective Seplember I, 2003 based on the 
Oc(;cmbc:r 3 I, 2002 ;Jetua..'i;tl valuation 

• 

} The employer's total contribution during 2003 including the Retiree Dc:nh Benefit Fund W:\5 Sl3,950,55S. 
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Exbibit2l 

Austin Police Retirement System 
Disclosures in Accordance witlt GASB Statement No. 25 

Required Supplementary lllformatimz 
for the System's Financial Staleme11fs for Fiscal Year 

Ending December 31, 2003 

Ill. Notes to Required Supplementary Information 

The infonnation presented in the required supplementary schedules was determined as part of 
the actuanal valuations at the dates indicated. Addirional information as of the latest actuarial 
valuation follows. 

Valuation date 
Actuarial cost method 
Amortization method 
Remaining amortization period 
Asset valuation method 

Actuarial assumptions: 
Investment rate ofretum, net 

December 31, 2003 
Entry Age 

Level percentage of projected payroll, open 
28.6 years 

Market value smoothed by a 5~year deferred recognition 
method with an 80%/120% corridor on market 

of expenses, compounded annually 
- Projected salary increases including 

promotion and longevity 

8.0% 

4.0% to 22.0% per year, avernging 6.8% 
4.0% 
None 

Inflation rnte per year 
Postretirement cost-of~living adjustments 

IV. Actuarial Information Needed for Notes to the Financial Statement as 
Required by Paragraph 32 of GASB 25 (Additional Information 
Required by Paragraph 32 Should be Provided by the System's 
Auditors) 

A. PLAN DESCRlPTION 

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 
City's financial reports as a pension trust fund. 

The System was originally established in 1979 by a City Comtcil ordinance. Effective 
August 1991, the System is governed by stare law with plan amendments made by the 
Legislature of the State of Texas. The System provides retirement, death, disability 
and withdrawal benefits. Benefits vest after I 0 years of credited service. Participants 
may retire at (a) 23 years of service excluding any military 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). 
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Exhibit 21 (continued) 

Austin Police Retirement System 
Disclosures in Accordance with GASB Statement No. 25 

Required Supplementary Information 
for the System's Financial Statemetlts for Fiscal Year 

Ending December 31, 2003 

As of tl1e actuarial valuation date of December 31, 2003, the monthly benefit is equal 
to 3.0% of the highest 36-month average salary multiplied by years and months of 
service. Eflective September 1, 2001, the R.ETRO 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 
R.ETRO DROP benefit computation date. Further, the selection of RETRO DROP 
benefit computation date may be changed in the future by Board rule with approval by 
the System's actuary. Also effective September I, 2001 changes were made allowing 
the eligibility requirement for Service Retirement to be changed in the future by rule 
of the System's Board with approval by the System's actuary, except, the age 62 
minimum eligibility regardless of services could not be changed. 

On September I, 200 l, a Post Retirement Option Plan (PROP) introduced an option 
allowing for participants to elect to receive partial payments from the RETRO DROP 
lump sum account. The participant can also elect to delay payment of the entire 
R.ETRO DROP lump sum. Interest credits will be paid on the participant's RETRO 
DROP lump sum account following the participant's retirement until the entire lump 
sum is paid. The interest credits will be granted based on an annual rate determined 
from time to time by Board Rule. 

Effective September I, 2003, the $7,500 post-retirement lump sum death benefit is 
payable from a separate Retiree Deatl1 Benefit Fund (account) administered by the 
System. As of December 31,2003, the assets of the Retiree Death Benefit Fund was 
S 13,344 included in the System's total market value of assets of$30!,430,974. 

Distributions to officers or their beneficiaries are also available in the event of total 
and permanent disability, provided the officer has completed l 0 years of service or the 
injury was sustained during the performance of employment duties, or upon death. 
The terms ofbenefjt 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, 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 
of December 3l, 2003: 
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Exhibit 2I (continued) 

Austin Police Retirement System 
Disclosures in Accordance with GASB Statement No. 25 

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

Ending December 31, 2003 

Retirees and beneficiaries currently receiving benefits (338) 
and terminated employees entitled to future monthly 
benefits (9) 

Current participating members 

Total 

B. CONTRJBUTIO~S 

347 

1,735 

The System is funded by biweekly contributions from tl1e 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, 2003, participants are 
required to contribute 9% of their basic compensation to the System. The City is 
required to make contributions equal to !8% of basic c\lmpensation und may 
authorize additional contributions. Effective September I, 2003, a portion of the 
City's total 13% contribution is allocated to the Retiree Death Benefit Fund. This 
portion was determined to be 0.094% effective September I, 2003 based on the 
December 31, 2002 acruarial valuation~ This portion was redetermined based on the 
December 3l, 2003 actuarial valuation to be 0.098% effective January l, 2005. 

The City contribution rate is required by the state law governing the System and may 
be changed by amendment made by the Legislature of the State of Texas. The 
participant contribution rate must be at least 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. 

While contribution rates are not actuarially 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 
provides an adequate financing arrangement. Using the entry age actuarial cost 
method, the System's normal cost is determined as a percentage of payroll. The 
excess of the total contribution rate over the normal cost rate is used to amortize the 
System's unfunded actuarial accrued liability, and the number of years needed to 
amortize the System's unfunded actuarial accrued liability is determined using an 
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Exhibit 21 (continued) 

Austin Police Retirement System 
Disclosures in Accordance witlt GASB Statement No. 25 

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

Etzding December 31, 2003 

open, level percentage of payroll method. Based on the actuarial valuation as of 
December 31, 2003 and the Plan provisions effective September l, 2003, the normal 
cost was 20.1 I 3% of pay and the amortization period was 28.6 years. 
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Exhibit 22 

Austin Police Retirement System 
Disclosures iu Accordance witlt GASB Statement No. 27 
Notes to the Financial Statenumts for the City of Austill 

for the Fiscal Year Ending September 30, 2004 

I. Annual Pension Cost 

For the fiscal year ending September 30, 2004, the City's Annual Pension Cost (APC) of 
$ for the Austin Police Retirement System is equal to 17.906% of the basic 
compensation, consisting of base pay and longevity pay of the members of the System 
(including both police cadets and officers). The APC is equal to the City's required and 
actual contributions. The total required contributions by the City are a fixed 18% of pay. 
However, effective September I, 2003, a portion of the city's contribution is allocated to a 
separate Retiree Death Benefit Fund (account). This portion was determined to be 0.094% 
effective September I, 2003 based on the December 31, 2002 actuarial valuation. This 
portion was redetermined based on the December 31, 2003 actuarial valuation to be 
0.098% effective January I, 2005. The required contributions were reflected in the 
December 3l, 2003 actuarial valuation, wbich satisfied the parameters of the 
Governmental Accounting Standards Board (GASB) Statement No. 27. The Entry Age 
Actuarial Cost Method was used~ with the normal cost calculated as a level percentage of 
payroll. 

The actuarial assumptions included an investment return assumption of S% per year (net of 
expenses), projected salary increases ranging from 4% to 22% and averaging 6.8% per 
year, and no postretirement cost-of-Jiving adjustments. An inflation assumption of 4o/o per 
year is included in the investment rerum and salary increase assumptions. The actuarial 
value of assets was determined using a method that smoothes the effects of shortwterm 
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 actual market value. The 
unfunded actuarial accrued liability (UAAL) is amortized with the excess of the total 
contribution rate over the normal cost rate. The number of years needed to amortize the 
UAA.L is determined using an open, level percentage of payroll method, assuming that the 
payroll will increase 4% per year, and was 28.6 years in the December 3 I, 2003 actuarial 
valuation. 
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Fiscal 
Year 

Exhibit 22 (continued) 

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

for the Fiscal Year Ending September 30, 2004 

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

-Annual Percentage Contribution as 
Pension ofAPC a Percentage 

Net 
Pension 

Ending Cost (APC) Contributed of Payroll Obligation 

09/30/2002 s I 100% 18% so --I 09/30/2003 100 18/17.9062 0 --I 09/30/2004 100 17.906 0 

1City will be able to determine these amounts from their accounting system since there is no net 
pension obligation. 

2 For the period October I, 2002 through August 31, 2003, the required contribution percentage was 
18%. Effective September I, 2003, the city's contribution rate to fund all System benefits except 
for the $7,500 post-retirement death benefit is 17.906%. The remainder of the city's contribution 
(0.094%) is used to fund the $7,500 post-retirement death benefit from the separate Retiree Death 
Benefit Fund (account). 

III. Schedule of Funding Progress 

Entry Age 
Actuarial Actuarial Accrued Unfunded Annual 

Actuarial Value of Liability AAL Funded Covered 
Valuation Assets (AAL) (UAAL) Ratio Payroll' 

Date 1 (a) (b) (b ·a) (alb) (c) 

12/31/993
·' $226,9 I 3,439 $257,850, 162 $30,936,723 88.0% $54,695,072 

12/31/01 3
•
5 284,761,203 347,548,177 62,786,974 81.9 69,706,749 

12/31/026 298,781,560 384,991 '799 86,210,239 77.6 79,236,366 
12/31/036 320.354,298 413,964,994 93,610.696 77.4 80.958,862 

1 Prior to the actuarial valuation as December 31, 2002, the System had biennial valuations. 
~The covered payroll is based on the annual rate of base pay and longevity pay used in the valuation. 
3 Economic and demographic asswnptions were revised. 
4Rdlects changes in plan benefit provisions effective September I, 1999. 
jReflects changes in plan benefit provisions effective September I, 200 I. 
6Rellccts changes in plan benefit provisions effective September I, 2003. 

VAAL as a 
Percentage 
of Covered 

Payroll 
((b ·a)/c) 

56.6% 
90.1 

108.8 
I 15.6 
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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 Austin 

for tlte Fiscal Year Ending September 30, 2004 

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

A. PLli.N 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 kustirr'>finarn:ial-repurting-entit:rand is included in 
the City's financial reports as a pension trust 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 by the Legislature 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 
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). As of the actuarial valuation date of 
December 31, 2003, the monthly benefit is equal to 3. 0% of the highest 36-month 
average salary multiplied by years and months of service. 

Effective September l, 2001, 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. Further, the selection of 
RETRO DROP benefit computation date may be changed in the future by Board 
rule witl1 approval by the System's actuary. Also effective September l, 2001 
changes were made allowing the eligibility requirement for Service Retirement to 
be changed in the future by rule of the System's Board with approval by the 
System's actuaryt except, the age 62 minimum eligibility regardless of services 
could not be changed. 

On September I, 200 I, a Post Retirement Option Plan (PROP) introduced an option 
allowing for participants to elect to receive partial payments from the RETRO 
DROP lump sum account. The participant can also elect to delay payment of the 
entire RETRO DROP lump sum. Interest credits will be paid on the participant's 
RETRO DROP lump sum account following the participant's retirement until the 
entire lump sum is paid. The interest <:redits will be granted based on an annual rate 
determined from time to time by Board Rule. 

'--------------- Rudd nnd W;sdom. Inc. ---------------' 



Exhibit 22 (continued) 

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

for the Fiscal Year Ending September 30, 1004 

Effective September l, 2003, the $7,500 post-retirement lump sum deeth benefit is 
payable from a separate Retiree Death Benefit Fund (account) administered by the 
System. 

Distributions to officers or their beneficiaries are 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. 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 
tl1eir beneficiaries may be increased annually on an ad hoc basis by the aruount of 
increase in the Consumer Price Index, limited to 6% per year, and subject to tl1e 
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 \Vas reflected in the actuarial valuation 
as of December 31, 2003: 

Retirees and beneficiaries currently receiving benefits (338) 
and terminated employees entitled to future monthly 
benefits (9) 

Current participating members 

Total 

B. CONTRIB1Jf!ONS 

347 

1,735 

The System is funded by biweekly 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, 2003, 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 total 18% contribution is allocated to the Retiree Death Benefit Fund. This 
portion was determined to be 0.094% effective September l, 2003 based on the 
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Exhibit 22 (continued) 

Austin Police Retirement System 
Disclosures in Accordance with GASB Statement No. 27 
Notes to tire Fina11cial Statements for tire City of Austin 

for the Fiscal Year Ending September 30, 2004 

December 31, 2002 actuarial valuation. This portion was redetermined based on the 
December 31, 2003 actuarial valuation to be 0.098% effective January I, 2005. 

The City contribution rate is required by the state law governing the System and 
may be changed by amendment made by the Legislature of the State of Texas. The 
participant contribution rate must be at least 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 rhe 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, 

While contribution rates are not actuarially 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 provides an adequate financing arrangement. Using the entry age actuarial 
cost method, the System's normal cost is determined as a percentage of payroll. The 
excess of the total contribution rate over the normal cost rate is used to amortize the 
System's unfunded actuarial accrued liability, and the number of years needed to 
amortize the System's unfunded actuarial accrued liability is determined using an 
open, level percentage of payroll method. Based on the actuarial valuation as of 
December 31, 2003 and the Plan provisions effective September I, 2003, the 
normal cost was 20.113% of pay and the amortization period was 28.6 years. 
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