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CITY OF AUSTIN
PoLiCE RETIREMENT SySTEM

20801 ANNUAL REPORT
LETTER TG MEMBERS

Lear Members,

The HBoard of Trustees of the Austin Pelice Retirement System is pisassd o
present our 2001 Annual Report.

Ag the Decewmber 31, 2006 vear-ended, the Markst value of the ‘System’ assets
aoood at more than 5284 miilion, which was & 3.4% decline from vear-end 20064,
However, the total average annual rate of return of the 'Svstem’s’ sudited nest

- Ao

asgebs weye 10.45% over the last five vears.

v oour November 2001 Hoard Meeting, the Trustees approved a 3% 2001 cosu of
living adjustment for vetivees and beneficiaries effective Jamuary 1, 2002 and
a 4% intevest rate for use in crediting interest on members' accumulated
contributions.

There were two important pension benefif enhancements that took place during
2001, Effective September 1, 2001 the service retiremant elligipilicy was set
at 23 years {excluding pre-membership military servicel ab any age and a Post
Rervirement Option Plan (PROP) was created that allows retirees who elect DROP
to leave their monies on deposit and receive interest earnings at compebitive
marketr rates.

As of June 30, 2002 there were 1333 police officers and cadebs who weres
members  of the ‘System.’ There were 284 retired police officers and
peneficiaries of police officers receiving wmonthly benefits and 11 vested
mambers entivled to future benefits bub not yvet receiving them.

The Board of Trustees continues to work hard to ensure police plan participants
and beneficiaries have a financially and actuarially sound rebirement plan
during these challenging financial times.

Your comments and suggestions will always be appreciated.

Sirp ¥,

Peter ¥ zﬁ*fr%
Chairman, Board of Trustees
Austin Police Rebirement Svstem
Pension Diffics

2320 % TH 33, Sie. 205
Austin, Texas 7804
3127416-7872

FAX 313/416.713B

Malling Address
BG. Box 41689
Auszin, Texas 78703
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Montemayor & Associates, P.C.
CERTIFIED PUBLIC ACCOUNTANTS

Board of Truslees
The City of Austin Police Raetirement System

INDEPENDENT AUDITOR’S REPORT

We have audited the accompanying statement of net assats held in trust available for pension benefirs of the
City of Auslin Police Retirement System (Sysiern) as of December 31, 2001 and 2000 and the related
statement of changes in net assets held in trust available for pension benefits forthe year ended Decernber 31,
2001, These {inancial staiements are the responsibility of the System’s management. Qur responsibility is
to express an opinion on these financial sietements based on our audits,

We conducted our audit in accordance with 1.8, generaily accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement.  An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial ststements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the averall
financial statement presentation. We believe that our audits provides a reasonable basis for our opinion.

In our opinton, the financial statements referred to abiove present fairly, in all matenial respects, the financial
status of the System as of December 31, 2001 and 2000 and the chonges in 18 financial status for the year
ended December 31, 2001 in conformity with U.S. generally accepted scoounting principles,

The supplementary schedules and information on pages 10 and 11 are not a required part of the basic finaneial
statements of the System, but are required by the Governmental Accounting Standards Board. We have
applied certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the supplemental information. However, we did not audit this
information and express no opinion on it.

' oo f
22 May 2002 |
Austin, Texas

GOYSORUTH CONGRELS AVENUE
BUITE 2350
SUETIN, YDYAS TE704
PRITANE: 512442 23ug
FAX_ 517 442.G837
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POLICE RETIREMENT SYSTEM

CITY OF AUSTIN

STATEMENT OF NET ASSETS HELD IN TRUST

AVAILABLE FOR PENSION BENEFITS

DECEMBER 31, 2001 AND 2000

ASSETS
Investments, 3t fair value
Corporate stocks
International stocks
Real estate inlerasis
Short-term investmen funds
118, Governmen saouriies
International government securities
Corporate bonds
Parmership interests
Total investpnentg
(Cash
Interest and dividends recervable
Employer contributions receivable
Employee coniributions reeervable
¥ized assets
(ther

Total assets

LIABILITIES

Refunds payable

Total labilities

NET ASSETS HELD X TRUST AVAILABLE FOR PENSION BENEFILS

2001 2000
$105,806,557  $105427,226
51,736,728 60,755,098
42,177,893 39,742,658
13,747,879 10,575,260
28,926,494 32,172,957
10,867,246 8,683,105
2,576,526 3,774,868
6631912 10,284,571
262,471,235 271,415,783
163,075 54,412
1,088,419 1,319,082
262,797 203,363
525,794 406,724
453,097 523,057
4,052 4023
264978460  273,956.444
478,563 411,175
47231 24233
325,794 485430
$263.452.675  $273.471,014

The accompanying notes are an beegral pant of tus Snancis] starement prosentation,
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CITY OF AUSTIN
POLICE RETIREMENT SYSTEM

STATEMENT OF CHANGES IN NET ASSETS HELD IN TRUST
AVAILABLE FOR PENSION BENEFITS

YEAR ENDED DECEMBER 31, 2001

Additions to net assets svailzble for benefits:
Contributions:
Emplover contributions
Employee contribulions

Total comribitions

Investment income/(lossh
Net depreciatian in plan investmienis
Realized gain on investments
Interest and dividends
Securities lending
Total mvesiment loss before expenses
Invesiment expenses

Nzt loss fran invesiments

Faial additions

Deductions from net assets available for benefits:
Benefit payments
Contnibutions refunded o ferminating employees
{ieneral and admimisirative expenses

Toial deductions

Net decrease in net assets available for benefits

Nel assels available for benefits, beginning of year

Net agsets avatlable for benefits, end of vear

The accompanying notes are an integyal part of s financial slatement presentation,
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511,178,204
3,735,996

16.914.260

(21,751,520
4,544,009
6,516,056

(10,437.312)

{12.030.864%

4,883,551

12,950,819
264,778
680,293

13.201,890

(9,018,339}

273471014

264,452.675



NOTE It

POLICE RETIREMENT SYSTEM
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2601

PLAN DESCRIPTION

The Board of Trustees (Board) of the City of Austin Police Retirement System {System) 18 the
administrator of 3 single-crapioyer defined benefit pension plan. The System s considered
part of the City of Austin’s {{Clty} financial reponting 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 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 afier 10 years of credited service. Participants may retire at age 53 with 20 years
ofservice, with 23 years of service, excluding any military service, regardless of age, or at age
62. The monthly beneflt at retirement 1s payable as a lfe annuity {(modified cash refund). As
of July 31, 2001, the monihdy benefit is equal o 3.00% of the highest 36-month average galary
multiplicd by vears and months of service.

Effective September 1, 2001 the RETRO DROP provisions were changed o require that a
narticipant must have 23 years of creditable service with the retirement system, excluding any
military service credit, on the date the parsicipant eleets for the RETRO DROP benefit
computation date, Further, the selection of RETRO DROP benefit conmutation date muy be
changed it the {uture by Board rule with approval by the System’s actuary, Also effective
September 1, 2001, changes were mode allowing the eligibility requivement for Service
Retirement to be changed in future by tule of the System’s Board with approval by the
Systern’s actuary, except the ave 63 minimum eligibility regardless of services could be
changed.

Chn September 1. 2001, a Post Retirement Option Plan (PROP) introduced allowing an option
for participunt’s 10 eloct 1o receive partial pavments from the RETRO DROP lump sum
account. The participant can also efect to delay paviment of entire RETRO DROP lump sum.
Intergst credits will be poid on the participant’s RETRO DROP lump sum account following
the participant’s retirerient unul the entire hump sam is paid. The interest credits will be
granted an annual rate determined from time 10 time by Board rule.

Distributions 1o officers or their beneficiaries are also avaiiable 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 bonefit
nayments are determined by cenain elections made by the officer. their level of eamings and
length of service. Payments o officers or their beneficiaries may be increased or decreased
annuatly on an ad hoo basts by the amount of increase or decrease in the Consumor Price
Index, imited o 6% per year, and subject to the approval of the Board and the actuary.

13



POLICE RETIREMENT SYSTEM
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2601
NOTE t: PLAN DESCRIPTION
Participating members i the System include full-tme police officers and cadems aimployed by

the police department of the City and cnployees of the System. The following membership
status of the System was reflested i the actugriol valustion as of December 31, 2001

Retirees and  beneficiaries currently receiving
benefits (279) and ierminated employees entitled to

banefits but not vet receiving them {1() 284
Current ermployecs 1277
Total 1.566

NOTE 2: SUMBMARY OF SIGNIFICANT ACCOUNTIXG POLICIES
BASIS OF ACCOUNTING

The System’s financial statements are prepared using the accrual basis of accounting,
Contributions are recognized as revenues in the period in which the related employees’s
payroll is carned. Benefits and refunds are recognized when due and payable in accardance
with the termss of the plan.

ESTIMATES

The preparation of financial statemenis i conformily with US generolly accepted
accounting principles requires management 1o make estimates and sssumptions that affect
cortain reported amounts and disclosures.  Accordingly, actual resalis could diffor from
those cstimates, '

METHQOD USED TO VALUE INVESTMENTS

The System’s nvesumenis are reporied at fair value, Sccurities traded an a national or
international exchange are valued at the fast reported sales price ot current exchange rates,
Invesiments that do not have an established market are reported at estimated fair value,
Investment income s recognized in the perod earned and purchased and sales of
tnvestinents are recorded on a trade-date basis. Net appreciation {depreciation) in plan
mvestments includes hoth realized and unrcalized gaing and losses.

CONTRIBUTIONS RECEIVABLE
The final biweekly payroll contributions of employees for the year ended December 31,

2001 and the City’s refated contribations were not deposited in the System by year end and
are shown as contributions receivabie, '

§u3
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NQTE 2:

NOTE 3:

POLICE RETIREMENT SYSTEM
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2001
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
SYSTEM EXPENSES

All System administrative costs are the responsibility of the System and are financed
through investmoent carmings.

INVESTMENTS

The System is authorized es an independent, defined benefit plan as deseribed in Article
&243n-1, Vemon's Annotated Texas Clvil Suatutes, that was signed into lawon June 11, 1991,
The Board is the trustee of System funds and has the power 1 invest and reinvest such funds
i instraments or investmenis the Board considers prudent in acgordance with the Systent’s
mvestment policy. :

The System’s investments are eategorized 1o give an indication of the level of risk assumed
by the System al year end. Category 1 includes investments that are insured or registered, or
for which the securities are held by the System’s agent in the Systein’s name. Category 2
includes uninsured and unregistered tnvestinents for which the securiiies are held by the
counter party’s trust department or agent in the Systern's name. Category 3 includes oninsured
ard wnregisterad investments for which the securities are held by the broker or dealer, or by
the System’'s agent, but not in the System’s name. All System investments are considered to
be Category | investments.

Ineduded in net depreciation in plan investments is net appreciation (depreciation) in the fair
vaine of investmenis held at December 31, 2001 and 2006 oft

Securities raded on a national or isternationa] exchange: 20401 2040
U.S. Government securities {§626,768) $5,553,819
Corporate bonds 822,835 45,033
Corporate stocks {7,429,394) {446,856}
Intenutional investments ' (12,273,720 (8,335,025
Short-tenm investment funds 316,593 {362,934}

Investiments reported at fair value:

Real estate interests | 905,822 2,118,861
Partnerships interests (3,466,587 {3.653.407)
Total S 781 5200 5(5.080,599)



NOTE 3:

NOTE 4:

NOTE 5:

NOTE &:

POLICE RETIREMENT SYSTEM
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2001
INVESTMENTS

All investments and securities on loan {Note 7) represent scevrities that are either insured,
registered, orare held by the Svstem’s agent in the System’s name.  As of Decerber 31, 2001
and 2000, there were no investments {other than U.S. Government issued or guaranteed
obligations} in any one organization that represents 5% or more of net assets available for
benefits,

FEDERAL INCOME TAXES

The Systern is a Public Emplovee Retirement System and is exempt from Federal income
taxes. A favorable determination letter from the Internal Revenue Service was issucd on
Septomber 27, 1997,

FIXED ASSETS

Fixed ussets are recorded a1 cost. Depreciation ts computed using the siraight-line mothod

ovorthe assct’s estimated useful ife of 30 vears for the building and 5 o 7 vears for fumiture
and equipment. Fixed asset activity for the year ended December 31, 2001 consisted of:

1-1-2001 Additions Deletions 12-31-2001

Land $150,060 50 S0 $150,000

Buildings and improvements 457 953 G { 4579353

Furniture and equipment 215,399 13,134 3 2285833

Leaschold improvements 49,807 0 {1,316} 48,49t

Accumuiated depreciation (350104} (43.773) 0 (391.882)

Net Fixed Assets ‘ 523057 {82864y (81,318 S493.4097
CONTRIBUTIONS

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 31,2001, participants are required to contribute 9% of their
basic compensation t0 the System. The City is required to make contnbutions equal to 18%
of basic compensation.

16



NOTE 6:

NOTE T:

POLICE RETIREMENT SYSTEM
NOTES TO FINAMCIAL STATEMENTS
YEAR ENDED DECEMRBER 31, 2001
CONTRIBUTIONS

The City contribution rate is required by the state Jaw governing the System a5 of December
31, 2001 and may be amended by the Legislature of the State of Texas. The participant
comnbution rate must be at least 6% but was increased ©w 9%, effestive October 1993, by a
recommendation of the Retirement Board and an approving vote of the participating
employees in accordance with the state Iaw governing the Systern.  The participant
contribution rate may be amended by the Legislature of the State of Texas or by appropriate
actions of the Retirement Board and the participating employees in accordance with the state
law govemning the System,

While contribution requirements are el actuarially determined, state law requires that each
System of benelits adopted by the System must be approved by z qualified actoary, The
actuary certifies that the contribution commitmens by the police officers and the City provides
an adequate financing arrangement. Using the entry age actuarial cost niethod, the Systont’s
narmal cost is determined a5 & percentage of payroll, The excess of the total cantribution raic
over the nornal cost rate is used to amortize the Systent’s unfunded actuarial sccrued hability,
The number of years needed 10 ameortize the System™s unfunded actuanal acerued lability 15
determined using an open, level percentage of payroll method. Based on the actuarial valuation
as of December 31, 2001 and the System provisions at that date, the normal cost was 20.143%
of pay and the amortization period was 18.8 vears,

SECURITIES ON LOAN

The System participaies in a sccurities fending program sponsored by 118 custadian {The
Northern Trust Company) under which, for an agreed-upon fee, Systeny owned invesuments
are fent to 8 borrowing financial insttnunon. Under this agreement the borrowad securtties are
aftimately rewurmned to the Systens, As of December 31, 2001, 556,052,566 of the System-
pwned invesients svere in possession of g berrowing financial institution,

Securittes are loaned versus colfateral that may inclede cash, U.S. government securities and
irrevocable letters of eredit, UL, securities are leaned versus coliateral valued at 102% of the
market value of the securities plus any accrued interest. Non-UL.S. securtties are foaned versus
collateral vahued at 105% of the market value of the securitics plus any accrued interest,

Non-cash collateral cannot be pledged or sold unless the borrower defaults. All securifios
loans can be terminated on demand by either the lender or the borrower, although the averaze
term of System’s overall loans was 43 days,

{Cash open coltateral is invested in a short term investment pool, the Core USA Collatersl
Section, which had an average weighted maturity of 40 days as of this staterent date, Cash
collmternt may also beinvested separatelvin“term loans,” in which case the investments match
the loan werm. These loans ¢an be terminated on demand by either jender or horrower,

17



NOTET:

POLICE RETIREMENT SYSTEM
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2001

SECURITIES ON LOAN

There were no signtficant viclattons of legal or contractual provisions, no borrower or lending
agent default Josses known o the securities lending agent. There are no dividends or coupon
payments owing to the securities lent. Securities lending earnings are crediied (o the Systems
account on epproximately the fifteenth day of the following month.

Ingemnification dezls with the situation in which a client’s sccunties are not returned duc i
the insoivency of a borrower and Northern Trust has failed to Hve up to 18 contractual
responsibilitics relating (o the lending of those sccurities. Northern Trust's responsibilitics
mclude performing sppropriate bomower and collateral investment credit anslyses, demanding
adequate types and levels of collzerad, and comiplying with anplicable Departmont of Labor
and Federal Financiad Institvtions Examination Council regulstions concerning securities
ending.

18



CITY OF AUSTIN POLICE RETIREMEKT SYSTENM

DISCLOSURES IN ACCORDANCE WITH GASB STATEMENT NO. 25
REQUIRED SUPPLEMENTARY INFORMATION

i Schedule of Tunding Progress (Unaudited)

Artugriat
Actmarnal Vahe of
Yaluation Assels
Date! {a)
1231797 5108.601,584
17317995 226,415,439
12314 284.761,203

£ T Fa Eed

Entry Age UAAL as a
Actusrial Linfunded Annyal Percentage
Acgrued AAL Funded Covered of Covered
Lishility (UAAL) Ratio PayrollF Payroli
(AAL) {b-a) (wh) (<) ({b-aV¥c)
(b}
S2I2703.306 SE4,101.812 7579 S47,188,812 114.6%
3878501062 36,936,723 8846 54.693,G72 566
347 548,177 £2,786,974 §1.9 69,706,749 201

The Systemn has bicnnial valustions.

The covered payroll is based on the annual rate of base pay and longevity pay as of the valugtion date.
Economic and domographic assumptions were reviged.

{Changes in plan benefit provistons were offective Sepiomber 1, 1997,

* Changes in plan benefit provisions were effective September 1, 1999,
¢ Changes in plan benefit provisions were effective September 1, 2001,

1. Schedule of Employer Contributions (Unaydited)

Plan
Year Ended
Decamber 31

1996
1997
1998
1959
2000
2001

Annual
{oninbution
As a Fixed Annual
Percentage of Required Percentage
Payroll’ Contribution”  Contributed
16/18% 5,154,035 100%
IS 6,952,258 140
18 8254861 106
i ©.288.148 100
i8 10,046,603 106G
18 11,178,204 100

Y When two perceniages are shown for a year, the first one was ¢ffsctive for the months January Suoush
September. and the second one was effective for the months October through December,
The annual required contribution is based on actaal covered payroll,

See independent suditors’ report,

]-.-—L
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CITY OF AUSTIN POLICE RETIREMENT SYSTEM
D SCLOSURES IN ACCORDANCE WITH CGASB STATEMENT NQ. 23
REQUIRED SUPPLEMENT INFORMATION
HI. Notes to Required Supplementary Information

The information presented in the required supplementary schedules was determined as part of the actuarial
valuations at the dates indicated. Addiional information as of the latest sctuarizl valuation follows,

Valuation date {the System has biennial valuations) December 31, 2043
Actuarial cost method ‘ Eniry Age
Amartization method Lovel percendage of projocted payroll, open
Remaining amortization period 18.8 years
Asset valuation method S-year smoothed nmarket value

Actuavial assumphons;

- Investment rate of retum, et of oxpenscs,
compounded annually 8.0%

- Projected salary ingreascs including promolion

and longevity 4.0% 1o 22.0% per voar, averaying 6.8%
- Inflation rate per year 4%,
- Postretiremont cost-of-living adjustmients ‘None

Gee lndependent auditors' report,



AUSTIN POLICE RETIREMENT SYSTEM

ACTUARIAL VALUATION
AsSOr
DECEMBER 31, 2001

AUGUST 20, 2002

Rudd and \Wisdom. Ine.
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Rudd and Wisdom,

CONSULTING ACTUARIES

Inc.

Wachell L. Bithe, FSAL 7718 Wod Hollow Drive, Suire 200 L Cheistophor MeOuul, 5.4,
Amands L. Chipk, ASA, Austin, Texas 78731-1601 Eddward A, Mite, E.S.A.
Philip §. Dl FRA. Past Qffice Boy 26508 Rebeees 8. Morvis, A SA.
Thatles V. Faerben, FRAL ACAS. Austin, Texas 78755-0408 Slichael J, Muh, FRAL
i‘rﬁf}\ . ?Qﬂ?&“’,vf‘:s‘z& Phasne: {52 2} 346-1590 Iﬁﬁﬁ {,n ﬁ?m{tﬁ, ALAL
ward L Feamenoling, FBA, Fax: {512} 345-7437 Rabyn €, Richards, ASA.
ol Lopez, A8A E-mell: rw@nuddwisdomconm Ronald W, Toblmun, FEA.

Zobert M. Muy, FSA.

David G, Wilkag, FS A

August 20, 2002

Police Retirement Roard

Austin Pglice Retirement System
Post Office Box 684808

Austin, Texas 78768

Members of the Board of Trustees:

In accordance with the requirements of Article 6243n-1 in the state law, which governs the Austin
Police Retrement System, an actuarial valuation of the System as of December 31, 2001 has been
completed.

The results of the December 31, 2001 actuarial valuation are described 1n the Summary section of
the report. A comparison of the current valuation with the December 31, 1989 valuation is also
discussed in this section. The comparative valuation balance sheets are shown inn Extubit 1. Exhebit
2 shows a fifteen-year projection of the growth of the System. Exhibits 3 through # summarize the
System's asscts and development of the actuarial value of assets. Data on both active and retired
police officers s 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 1, 2001 is included as Exhibit
13. The actuarial methods and assumptions are described in Exhibits 14 through 19, which include a
description of the assumptions that have changed since the prior valuation. Exhibit 20 defines certain
actuarial terms used in this report. The disclosures required in accordance with Staternent Number
25 of the Governmental Accounting Standards Board for the Systern’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 Austin's financial siaternents are included in Exhibit 22,

Respectfully submitted,

Aot N

Robert M, May
Feliow, Socicty of Actuanes

Enmiied Acmar’%

RebaccaB Morris

Assoriate, Socicty of Actuanes
RMMRBM it Enrolled Actuary
Enclosure -
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Summary

Austin Police Retirement System
Results of December 31, 2001 Valuation

The valuation balasice sheet as of December 31, 2001, shown in Exhibit 1, reveals that the
plan has an unfunded actarial accrued liability of $62,786,974 based on audited assets.
Total contributions of 27% of pay, 9% by the police officers and 18% by the City of Austin,
are contributed to the System each year, The normal cost {defined in Exhibit 21) of present
benefits for cach police officer 1s 20.143% of pav.

Since the 27% of pay contributed on behalf of each police officer is more than the normal
cost, the remaining 6.857% of pay can be applied against the plan's unfunded actuarial
accrued linbility. Assuming that the total payroll increases at the rate of 4% per year in
future years attributable to general wage increases, application of this percentage of payroll
will cause the unfunded actuarial accrued hability to be amortized in 18.8 years.

The valnation balance sheets in Exhibit 1 compare the actuarial condition of the plan on

December 31, 2001 with the condition on December 31, 1999, The valuation as of
December 31, 2001 is based on the plan provisions effective on September 1, 2001

(summarized in Exhibit 13). This valuation does reflect ad hoc pensioner COLAs granted

January 1, 2002 but does not reflect any ad hoc pensioner COLAs which may be granted

Januwary 1, 2003 or annually thereafter. The results shown for the December 31, 1999

valuation include adjustments made to reflect the September 1, 2001 statute changes and the |
ad hoe pensioner COLAs granted effective January 1, 2001 and 2002,

Between these two valuations, the unfunded actuarial accrued liability (UAAL)} has
increased by $12,480,260 (from $50,306,714 10 $62,736,974). The primary reasons for this
change, which have offsetting cffects, are as follows:

1. The general wage increases for officers on October 1, 2000, Apnit 1, 2001, October 1,
2001 and April 1, 2002 were 5.4%, 1%, 4% and 4%, respectively. Since the actuadally
assumed general wage increase was 4% per year, the unfunded Hability is
approximately 317,200,000 more than expected. Although the change in the UAAL s
significant because the pay increases resulted in greater than expected projected
benefit payments, the aggregate payroll also grew as a result of these pay tocreases.
Thereforz more contributions will be made to the fund and the portion of the total
contributions in excess of the normal cost percentage available to amortize the
UAAL increases and partially offsets the increasing effect on the amortization periad.
The net effect of the larger than expected pay increases resulted in an increase in the
amortization period of 3 years.

b

The average annual market value rate of retum, net of all expenses, during the two year
peried is estimated at 1.2%. However, the actuarial value of assets used in the
valuation and the determination of the amortization period is based on an adjusted
market valee. In the last valuation, the actuarial value of assets was l2ss than the
market value. In the current valuation, the actuaral value of assets is greater than the
market value because a larger portion of the gain in 1999 is now recognized while only
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small portions of the relatively small loss in 2000 and relatively large loss in 2001 are
now recognized., The resulting average annual rate of return on the actuarial value of
assets, net of expenses, as of December 31, 2001 15 estimated at 10.5% compared to the
assumed rate of retumn of 8.25%. Therefore, the actuarial valne of assets as of
Decermber 31, 2001 is larger than expeoted and caused a decrease i the UAAL of
approximately S11,200,000 and caused o decrease in the amortization period of
approximately 5 years.

3. The change in the actuaral assumption of the assumed rate of investment return from
8.25% to 8% caused an increase in the UAAL of $8,800.,000 and caused the
amortization period to moerease by approximately 6 years.

4, Totl contributions in excess of those required to pay the annual normal cost decreased
the UAAL approximately $10,406,600.

5. Interest sccumulation on the unfunded actuanal acerued hability dunng the two year
pericd between the valuations had the effect of increasing the UAAL approximately

$8,600,000.

The balance sheets in Exhibit | indicate that the number of years required to amortize the
system's UAAL has decreased from 20.3 years 45 of December 31, 1999 (based on the plan
provisions effective September 1, 2001 and reflecting the previous COLAs provided; to
18.8 years as of December 31, 2001, Since two years have passed since the last valuation, a
twi-year reduction in the amortization period 10 183 years would be expected if the
experience of the system had been exactly as anticipated.  While the plan’s UAAL
increased for the reasons described above, the change in the actuarial valuation software to
PROVAL resulted in a lower normal cost percentage. Therefore, the net result of the
increase in the UAAL and the decrease in the normal cost perceniage is an amortization
period of 18.8 years,

In summary, this valuation reveals that the tangible assets plus future investment income
received by the System and future contnbutions 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, 2081, In order for the System to have an adequate financing
arrangement, contributions must be made that are sufficient to pay for the System’s nommal
cost and amortize its unfunded actuarial accrued liability over an acceptable pertod 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 vears to 30 years are preferable and
40 years is the maximurm.

The total contributions of 27% of covered payroll are sufficient to pay for the System’s
normal cost and provide an additional amount that will result in amortization of the
unfunded actuarial acoruwed lability in 188 years. In addition, we behieve that s is
appropriate to assume that the police officers and the City will be able to maintain their
commifment in future years to contribute 8% and 18%, respectively, of compensation into
the Systern. Consequently, we are of the opireion that the Systermn has an adequate financing
arrangement.

Rudd and Wisdom, lox.
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Exhibit 1

Austin Police Retirement System
Actarial Valuation Balance Sheets

. Actuarial present value of future benefis

a. Payable to those now receiving benefits
or entitled to receive benefits

b. Payable to active members

c. Total

Actuarial present value of future normal

cost contributions

Actuarial accrued hability (Item Tc-ltem 2)

Actuarial value of assets

Unfunded actuanal accrued habihey (UAAL)

(itcm 3-hem 4)

Tatal contributions (percent of payroli}
Normal cost (percent of payroll)
Percent of payroll available to amortize
the UAAL

Annuahized covered payroll
Present annual amount available to
amortize the UAAL

Years to amortize the UAAL

Decemnber 31, December 31,
2001 1999*
$126,231,618 $ 135,252 643
376,344 983 279564 124
$ 502 576,6(1 S384,816,767
§ 135,028,424 £107396,614
$347,548,177 5277,220,183
$284,761,203 $226913,439

$ 62,786,974
27.000%
20.143%

0.837%

5 69,706,749

5 4,779,792
18.8 Years

5 50,306,714
27.000%
20.203%

6. 797%

S 54,695,072

S 3717624
20.3 Years

*Reflects plan provisions ¢ffective Sf:ptezﬁbcr 1, 2001, and COLAs of 3% for pensioners
effective both January 1, 2001 and Janvary 1, 2002,
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Exhibit 2

Austin Police Retirement System

Fifteen-Year Projection of Present Plan

Monthiy Estimated
Fund ar Contributions Net Renvfit RETRO Fund ar Rativ of

Beginning by City and Investment Paymenis DROP End of Frud to Incrense in Fund for Year
Year of Year Emplovess Income & Refinds  Lioan Swms Year Payments Amuount Percent
1997 & 162927075 % 105233028 197845025 70021918 20547¢ & 183937209 3B4g & 230101 412 %
1998 185,937,204 12664793 20,063,218 8233738 879,805 209,551,677 2299 43514468 1270
1959 209,551,677 14484633 36935854 9271426 438,297 250,876,441 2597 41,324,764 1972
2000 250,875,441 153536,155 19,199,820 9894431 2046971 273,471,014 2250 23,594,573 201
2001 WIATLIL 16014200 12,710,942 11769207 1452390 264,452,675 20.00 9,018,339 330
2002 264,452,675 18830822 21,251,000 12848216 3605962 288,073,319 17.51 23,620,644 893
2003 288,073,319 19,573,655 23065079 16090377 3,002,944 311,618,732 16.32 23,545,413 8.17
2004 311,618,732 20,356,601 24920353 17677215 2,908,025 336,310,446 16.34 24,691,714 7.92
2005 336,310,446 21170860 26,854,890 19335046 3,081,463 361,916,692 16.14 25,606,240 7.61
2006 361,916,692 2,017,700 28,869,184 21,002,311 3,119,175 388,682,090 16.11 26,765,398 740
2007 388,682,090 22,898,408 30,995,704 22,503,608 2,866,381 417,206,213 16.44 28,524,123 7.34
2008 417,206,213 23,814,344 33,291,886 24,080,794 2,848,832 447,342,817 16.61 3,136,604 722
2009 447,342,817 24,766,918  35614,533 23975884 3,113,338 478,635,049 16.45 31,292.232 7.00
2010 478,635,049 25,757,595 38,054,255 28088286 3,585,041 510,775,572 1613 32,140,523 672
2811 310,775,572 26,787,899 40,547,988 30,308,591 4330751 543472117 15.69 32,696,545 £40
2012 543,472,117 7E59.415 43,115,152 32404448 4520403 577521831 15.64 34,048,714 627
2013 577,521,831 2B973,792 45,808,094 34324501 4400215 613,488,601 1581 35,966,770 623
014 613,488,601 HLA32744 48,694,362 36038071 3712823 652,564,813 1642 39,076,212 637
2015 652,564,813 31358054 BLBO5862 378953011 3426117 694,387,601 16.80 41,822,788 641
2016 654 387 601 33591576 55,123,529 39875727 3402823 738,824,156 1707 44,436,555 6.40

A, Data for years 1997 through 2001 was taken from the snnust reports for these years. Fund balance at begioning and end of }mr reflect the market value of the systim’s assets,

B Assumptions for years M0 through 206
1. Benefits are assumed (o commuenee in avcordinee with the demographic
assumptions used in this Decornlsr 31, 2000 acwariad valuation,

2. Contributions will be #% of pay by the membees and 18% of pay by the city.
3. Pay. covered payroll and contributions te the systern will increase 4% per year.

4. Inveskment incoms {net of expenses) will be 8% of the average fund balance

in each year.

5.4 3% ad hoo COLA for pensioness as of January 1, 2002 was reflected but no

ad how COHLAS were assumed beginning January 1, 2003 or thereafrer.
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Austin Police Retirement System

Exhibit 3

Market Value of Assets as of December 31, 2001

Assets

Investnents
Corporate Stocks
International Stocks
Real Estate Interests

Short-Term Investment Funds
.S, Govermnment Seosurties

International Securities
Corporate Bonds
Partnership Interests
Total Investments

Other Assets
Cash

Interest and Dividends Receivabie

Contributions Raceivable
Pixed Assets

{ther Assels

Total

Total Assels

Liahilities

Contribufions Refundoble
Other Liabiiihes

Total Liabilifles

Net Market Value of Assets

{ Assets Minus Liabihities)

Rudd and Wisdom, Ine.
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$ 105,806,557
51,736,728
42,177,893
13,747,879
28 926,494

2,576,526
10,867,246
6,631,912
$262,471,235

b 163,075
1,058419
788,591
493,097

4,052

S 2,507,234

264,978,469
5 47231

478,563
S 525794
£264.4352.675
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Lxhibit 4

Austin Police Retirement System
Comparison of Market Value Asset Allocation as of the Prior and Current Actuarial Valuation Dates

December 31, 2001

Domestic
Stocks
4Q%

International
Stocks
20%
" Real Estate
& Partnerships
. ; 18%
Government Cash &
Sec.& Bonds Equivalent
16% 6%

International
Stocks
23%

Rudd and Wisdom. Inc.

December 31, 1999

Domestic
Stocks
40%

" Real Estate
& Partnerships
= 0
Government Cash & 18%
Sec.& Bonds )
159 Equivalent
4%




Exhibit 5

Austin Police Retirement System
Development of Actuarial Value of Assets

Calcwlation of 2001 Actuarial Investment Gain/{Loss)

Market Value of Assets as of Deceraber 31, 2000

2001 City of Austin Contributions

2001 Officer Contributions

2001 Benefit Payments and Contribution Refunds
Expected Investment Return at 8.23% during 2001
Expected Market Value of Assets as of December 31, 2001
Actual Market Value of Assets as of December 31, 2001
2001 Actuarial Investment Gain/(Loss)

Calenlation of 2000 Actuarial Investnient Gain/{Loss)

Muarket Value of Assets as of December 31, 1999

2000 City of Austin Contaobutions

20040 Ofhicer Contnibutions

2000 Benefit Payments and Contrnibution Refunds
Expected fuvestment Return at 8.25% during 2000
Expected Market Value of Assets as of December 31, 2000
Actual Market Value of Assets as of December 31, 2000
2000 Actuarial Investment Gain/{(Loss)

History of Actuarial Investment GainsA{Losses)

Total Defoerred
Year Gainf{Loss) Percentage
2001 $(35421,602) - 80%
2000 (1,634,745). 60
1999 19,999 541" - 40

1998 5,048,924 - . 20

Actuarial Valwe of Assets

Market Value as of December 31, 2001
Deferred Gain/(Loss) to be Recognized in Future
Total

80% of Market Value as of December 31, 2001
120% of Market Value as of December 31, 2001

Actuarial Value as of December 31, 2001

§ 273,471,014
11,178,204
5,735,996

{13,221,597)
22,710,660
$ 299874277
264,452,675
$ (35,421,602)

$ 250,876,441
£0,046 065
5,290,060

(11,941,402)
20 834.565
$ 275,105,759
273471014
$ (1,634,745)

Deferred
Gainf{Loss} Amount
as of December 31, 2001

S (28,337,282)

(980,847)
7,999 816
1.009.785

S {20,208,528)

S 264,452,675
-(20.308,528)
284,761,203

211,562,140
317,343,210

$ 284,761,203

Rudd and Wisdom, Inc.
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Exhibit 6
Austine Police Retirement System
Historical Compurisons of Market and Actuarial Asset Values
(Vuluation as as of December 31)
$ in Millions
300.0

250.0

200.0

150.0

100.0

50.0

0.0
1993 1995 1997 1999 2001

M Market Value I Actuarial Value
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Exhibit 7

Ausiin Police Retirement System
Distribution of Police Officers by Age and Service

Years ' Atiained Age
of Umder = - L s : 65 or
Service M 2034 0 2828 334 35.30 4044 4349 3034 5588 4 Over  Totl
4 8 12 pat g 2 3 i & i+ 4 & 31
I @ 1% ] 29 11 6 o 8 & o 8 115
2 & 2 21 16 2 8 8 F D o 44
3 @ o 37 37 2% 4 g 1 g 5 8 105
3 ¢ 6 3B 3% 16 3 2 v & o & o3
8 6 o 29 ] g t @ 4 o o b 84
& 9 't g 3% 0 12 ! H o 8 0 6 56
1] ¢ g 5 33 24 & i G & O 8 i
& 8 0 g 2% 18 6 H 0 o G ¢ 54
9 f { i ig 3 14 3 { & G & &6
14 8 17 g 1 1t 6 i o ¢ o & 20
11 G 0 ) g 30 is & il 0 { o &8
12 ¢ 0 1] g 1 0 i 0 0 o & 2
13 O ] ] 4] 13- 4 3 i 0 o G 23
14 6 - ] i) o 10 2 i o 0 0 i 4
15 0 0 0 ] 16 26 & 1 i i3 & 30
16 0 ] 0 0 15 34 9 1 i ¢ G 60
17 ] 0 0 0 2 28 H 4 0 i o 46
18 ] 0 0 0 1 25 17 3 0. o { 48
19 0 { 0 0 0 | 1 0 0 0 ¢ 2
20-24 0 0 0 0 0 2512 34 5 0 0 166
25.29 0 g 0 0 0 022 30 4 0 0 54
30-34 0 0 Q- 0 0 0 1 4 1 0 0 6
35.39 0 0 i 0 0 0 i) 0 1 0 0 1
40344 0 ] 0 0 o o ] O ] 0 0 0
4548 0 o 0 0 0 0 ¢ 0 ] 0 0 0
3 L o] i =Y L L0 8 8 B B 2 i)
Touls o 33 212 294 244 212 18D 79 13 1 ] 1277
Average
Monthly
Satary 50 32999 53,564 $3077 53,410 $5,137 85,675 $58831 $597F  $5,009 & $4,549

Rudd and “»yiséem, inc.
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Exhibit8

Austin Police Retivement System
Historical Supnnary of Growth in Number of Contributing Menibers

60 667 .
534 557 4 ]

Average annual increase over:

72 717 803

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

1,277

o110 B
1,074

oTH 960 .

§-year period 1996-2002; 4,9%
10-yesr period 1992-2002: 4,7%
20-year period 1982-2003: 4.2%
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Male Officers

88%

Exhibit 9
Austin Police Retirement System
Breakdown by Sex of Number of Officers and Average Annual Rawe
of Pay as Reported for tie December 31, 2001 Vatuation

860,000

 gsso00| $54461

. $54,586
o
| $45000
$40,000
$35,000 |

xFemaI_e Officers
12% $30,000

Male Female Total
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Exhibit 10

Austin Police Retirement System
Breakdown of Pensioners by Type and Annuity Option

- Jointand 100%
24%

Joint and 50%
6%

Joint and
Two-Thirds
1 1%

Surviving
Beneficiary
8%
Vested

Terminations
394 Other

2%

Straight Life
24%

Level Income Options : ;
22%

Rudd and Wisdom, Inc.



£xhibit 1

Austin Police Retirement System

Summary Data of Active Police Officers and Pensioners

as Reported for the December 31, 2001 Valuation

Active Police Officers Male Female Total

Total Comiributing Police Officers 1,125 132 1,277

Annualized Reported Payroll 561,268,670 $8,438,079 569,706,749

Average Annual Rate of Pay 354,461 553,514 554,586

Actuarial

' Monthly | Present Value
Pensioners Number Payment of Benefits
Service Retirements by Type of Annuity

Straight Life ' ' 70 82534651 531,632,659
Jomt and 100% 69 249 791 34,702,603
Joint and 50% 16 635,404 7,933,643
Joint and Two-Thirds Beneficiary 32 123,686 16,005,229
Joint and Two-Thirds Last Survivor 1 4,160 513,227
Level Income Straight Life 18 66,251 6,551,255
Level Income Joint and Two-Thirds 32 102,654 11,831,809
Level Income Joint and 100% i2 48,707 5,903,290
Fiftecen Year Certain and Life 2 7,594 961,117
Total Service Retirements. 252 921,772 116,034,832
Disability Retirements 3 5,267 308,242
Surviving Bencficiaries 24 75,940 8,797,009
Vested Terminated Officers 10 15,995 RO1,535
Total 289 51,018,983 | §126,231,618

Rudd and Wisdem, Inc.
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$ in Millions

Exhibit 12

Austin Police Retirement System

{Present Plan Vainations as of December 31}

1993

1995

1597

ClActive Officers MRPensioners

2001
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Exhibit 13

Austin Police Retirement System
Summary Plan Description

Effective Date

January 1, 1980

Effective Date of Most Recent Amendment

September 1, 2001

Administration

The fund 1s administered by a retirement board consisting of 11 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 the’
police department. In addition, employees of the police system's administrative staff are
also included.

Employee Contributions

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

City Contributions

18% of "Compensation Considered” for all "Employees Included” effective as of October 1,
1996 and thereafter.

Service Considered

The number of months during which a member is required to make and does make
prescribed contributions plus 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 made or reinstating previously forfeited
service.

Rudd and \,’Vistm. Ine.
38



Exhibit 13 {continued}

Austin Police Retirement System
Summary Plan Description

Compensation Considered

Baste hourly sarnings consisting of base pay and longevity pay.

Average Fingl Compensation

The highest monthly average of the "Compensation Considered” for 36 months of the last
£20 months during which the member contributed 1o the system or during the months of
sepviee for which he did contnibute, if less than 120,

Normaol Retirenrent Duate

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; 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 retiremment date. The monthly annuity, payable as a life annuity (modificd cash
refund), 15 3.00% of "Average Final Compensation” multiplied by years and months of
"Service Considered.”

Disability Benefit

A memberis eligible for a disability benefit at any age provided he has compieted fen years
of service, because of teial and permanent disability from any cause. A maember with less
than 10 vears of service is also eligible for a disability benefit if his disability is total and
permanent and is the result of his daties as a police officer. The annuity is computed
considering service and compensation to date of disability; however, not less than 20 vears
of service will be used for an occupational disability,

Rudd and Wisdom. Inc.

35



Exhibit 13 {continued)

Austin Police Retirement System
Summary Plan Description

Death Benefies

1f death occurs before chigibtlity for retirement, the member's beneficiary receives a benehit
equal to twice the accumulated member contributions made plus allowable interest,

If death occurs before retirement but afier eligibility for retirement and the member had
elected an optional annuity, the member's benefictary will be entitled o a monthly annuity
calculated as 1t the member had retired at the end of the month in which he died. A 37,500
fump-sum death benefit 1s also payvable to the beneficiary.

If death ooours before retirement but after eligibitity 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 seleet an optional annuity or select a lmp sum benefit equal to twice
the accurmnulated member contributions made plus allowable interest. [f the lawfully
married surviving spouse dies before having recetved benefits equal o the amount of
accumulated member contributions, the excess of such accumulated depostis over the
benefits actually received will be refunded 5 one sum to the members estate. I the
member leaves ne surviving spouse, then the member's designated beneficiary, or if no
beneficiary exists, the executor or administrator of the estate, may select cither the Fifteen
Year Certain and Life Annuity or a lump sum benefit equal to twice the accumulated
member contributions made plus allowable interest. If an optional annuity is selected in lien
of a lunyp sum benefit, a $7,500 lump sum death benefit is payvable to the beneficiary.

If death ccours after retirement, the member's beneficiary receives a bencfit equal to the
excess, if any, of the accumulated member contmbutions plus allowable interest over the
benefits actually recetved. A $7,500 lump-sum death benefit is also payable upon the death
of a retived member. Under certain optional pension forms the beneficiary will also be
entitled 1o receive a monthly annuity for life or for the remainder of a certain period.

Vested Benefit
If the member has 10 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 the normal
retirement date based upon his service and compensation prior to termination,

Rudd and Wisdom, Inc.
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Exhibit 13 {continued)

Austin Police Retirement Systen:
Summary Plan Description

Termination of Employntent

A member terminating employment for reasons other than service retirement, disability
retiremnent or death will receive an amount equal to his coniributions to the rettrement
system and accumulated interest. Interest will be credited at the end of each calendar vear
at a rate determined by the system’s board of trustees on the member’s beginming-of-year
aceount balance.

Optional Payments

A retinng member may elect an optional form of anauity payment rather than the standard
Life Annuity. Such options are a Joint and 100% to Survivor, Joint and 50% to Survivor,
Joint and Two-Thirds o Survivor, Joint and Two-Thirds to Last Survivor or 15-Year
Centain 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 RETRGO DROP benefit computation date
clected by the member may not be earlier than the date the member completed 23 years of
creditable service not reflecting any military service credit or may not be earlier than 36
months prior to the date of retirement,

Postretirement Cost-gf-Living Increases

The Board may authorize an annual cost-of-living adjustment, subject {o actuarial approval,
uot (0 exceed 6% per year. Postretirermnent benefit increases will automatically be provided
when the systern’s benefit formula as a percent of average compensation for years of service
InCreases.

Rudd and Wisdemn, Ine. -
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Exhibit 14

Anstin Police Retirement System
Swummary of Actuarial Methods and Assumptions

. Actuarial Cost Method

Amortization of Unfunded
Actuarial Accrued Liability

Asset Valuation

Investment Return {Interest Rate)

Inflation4% per year

6. Salary Increase Duc to

I$1

11.

i3,

General Wage Increase

Salary Increase Due 10
Promotion and Longevity Increases

Total Salary Increase

Interest Credited on Officer's
Accumulated Contributions

Mortality

a. Acltive
b, Retired
o. Disabled

Retirement Rates

. Withdrawal Rates

Disability Rates

Rudd and Wisdom, Inc.

Entty Age Actuarial Cost Method

The unfunded actuarial acerued liability 1s 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 assels,
based oa the difference between the actual rate of
retarn 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 valoe of assets.

8.0% per year, net of expenses

4% per year

2.8% per year average, See Exhibit 16 for the
promotion and longevity only salary increases b
year of service, .

6.8% per year average. See Exhibit 16 for the fotal
salary increases by year of service.

5% per year

UP-1994 Mortality Tables for males and females
with no projections

/P-1994 Mortality Tables for males and females
with no projections

83% of 1965 RRB Disabled Annuitants Mortality
Table

Expected average retirement age of 52.5. See
Exhibit 17 for age-related rates.

Expected average annual number of terminations
with a refund of contributions of 27.8 per year
based on the officers included in the December 31,
2001 valuation. See Exhibit 18 for service-related
18ies.

See Exhibit 19 for age-related rates.
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Exhibit 13

Austin Police Retivement System
Changes in Actuarial Methods and Assmnptions

December 31, 2001
Actuanal Assumption

December 31, 1999
Actuarial Assumpiion

investment Retum
{Interest Rate) per year,

net of expenses £.00% 8.25%
Salary Increase due to 2.8% per year average 2.6% per year average
Promotion and {See Exhibit 16) {See Exhibit 16)

Longevity (Pnmanly
Step) Increase

Salary Increasc Total

0.8% per year average

6.0% per year average

Retirement Rates

Rates which produce an
average expected  retirement
age of 52.5% (See Exhibit 17)

Rates which produce an
average  expected  retire-
ment/RETRO DROP age of
50.6% {See Exhibit 17)

* Based on those officers included in the December 31, 2001 valuation,

Rudd and Wisdom, Ine.
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Exhibit 16

Austin Police Retirement System
Salary Rate of Increase from Year i1 o Year?

Used in December 31, 2004 Used in December 31, 1999
Actuarial Valuation Actuarial Valuation
Salary Increases Due to Salary Increases Due to
Promotion and Promotion and
Year of Longevity Longevity
Service t Increases Total Increases Increases Total Increases
! 18.0% 22.0% 13.8% 17.8%

2 112 15.2 14.9 18.9
3 5.8 99 8.5 12.5
4 .9 4.9 0.9 4.9
5 4.9 49 0.9 4.9
6 7.1 i1.d 5.1 9.1
7 0.5 4.5 0.5 4.5
8§ 0.5 4.5 0.5 4.5
9 0.5 4.5 0.5 4.5
10 7.1 11.1 7.1 11.1
11 0.3 4.3 0.3 4.3
12 0.3 4.3 0.3 4.3
13 0.3 4.3 0.3 43
k4 7.1 111 7.3 11.1
5 0.2 4.2 0.2 4,2
I8 7.2 112 0.2 4.2
17 0.2 4.2 0.2 4.2
I8 .1 4.1 7.0 110
19 8.1 4.1 041 4.1
20 0.1 4.1 6.1 4.1
21 0.1 4.1 0.1 4.1
22 (.1 4.1 0.1 4.1
23 0.1 4.1 0.1 4.1
24 0.1 4.1 0.1 4.1
25 0.1 4.1 0.1 4.1
26-45 0.0 4.0 0.0 4.0

i

Rudd and Wisdom. Ine.
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Austin Police Retirement Sysiem

Exhibit 17

Service Retirement Bates Fer 1,000 Memtbers

Used In Analysis of Legisiative Changes Lijective
September 2001 {or December 31, 1999

Actuarial Valuation

Lised for December 31, 2001 Actanial Valuation

|

A Entry Agre Group For Entry Ages Under 32 For Entry Ages 33 and Above
i 22 & 43 & A& 43 &
Lnder 1 23.27 1 28.32 § 33.37 § 38-42 1 {Ower Servige  Under §+ 23.27 | 28-32 1 Agpe | 33-37 1 318.42 Owver !!
43 SGO 23 30 75 100 43
44 500 24 200 200 200 44
45 SO0 25 250 250 250 45
46 500 26 300 300 300 46
47 S0€) 27 S04 400 350 47
4% ) 300 28 5G0 400 4440 45
49 500 500 " 20 5G0 400 560 44
30 S04 440 34 MG 360 540 30 ||
51 500 400 k3| 500 500 500 51
32 500 400 3z 500 500 1000”7 52
53 500 400 300 33 500 500 53
54 500 400 S00 34 S00 500 54
55 600 500 325 600 35 600 500 88 200
50 600 560 3258 40 36 600 500 36 250
57 600 | sc0 | 350 1 300 n 37 600 | 10007 57 1 300
58 600 500 350 1 30 300 i 38 B0 58 350
59 600 500 33 30 1 30 39 600 59 300
60 1000 106G 1 1000 1000 325 40 600 g0 11000 500
6l 325 41 600 61 350
62 350 | 800 42 | 1000 62 350 800
63 350 400 63 350 400
&4 350 400 64 350 41}
65 1000 | 1000 !! 65 1060 | 100D
Overall Weighted Averago Expected
Retirement/RETRO DROP &Q&i 3.6 Overall Weinlied Average Expected Rerirement Age’ 52.5 ”

Rudd and Wisdom, Ine.

! Additional assumptions include 75% of those retiriog after the Tirst yeur eligibla 1o retize will elect the RETRO DROP and sre assumed to clect the maximum RETRO DROP period allowable,
5 100% retirernant tate will be effective at age 60 i warlier.
Based on Decomber 35, 2001 officer data




Exhibit 1§

Austin Police Retivement System
Withdrawal Rates Per 1,600 Members*

Years of Service Withdrawal Rates
0 100
! 20
| D
3 20
4 20
5 20
6 20
7 20
8 20
9 20
10 20 i
it 17
12 14
13 10
14 5
15 O
16 0
17 0
18 {
19 0

Rudd and Wisdern, Inc.
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Exhibit 19

Austin Police Retirement System
Disabitity Rates Per 1,000 Members™

Disability Disability

Age Rates Age Rates

20 0.14 40 0.92

21 0.15 41 1.14

22 0.16 42 1.32

n 23 0.17 43 1.48
24 0.18 44 1.73

25 0.19 45 2.0

26 0.21 46 2.5%

27 0.23 47 3.9%

28 025 48 3.34

ll 20 0.28 49 3.62

|

30 0.31 30 3.79

3] 0.35 5] 3,92

32 0.40 52 4.04

33 0.45 53 424

34 0.49 54 4.56

35 0.52 55 4.90

" 16 0.54 56 5.32
37 0.57 57 5.8

18 0.62 58 6.60

39 0.73 59 7.53

50 9.11

61 11.72

| _ ) 62 and later 0.00

* Rates are for disability due 1o all causes, and occupational disability rates are assumed to
be 55% of all cause rates.

Ridd and Wisdom. Inc,
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Exhibit 20

Austin Police Retivement System
Definitions

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 in the form of a normal cost contribution rate and an actuarial
acerued Hability.

Actuarially eguivalent - Of equal actuarial present value, determined as of a given date
with each valug based on the same set of actuarial assumptions.

Actnarial present vafue - The value of an amount or series of amounts payable or
recelvable at various imes in the future, determined as of 2 given date (the valoation
date) by the application of the actuarial assumptions.

Entry Age Actuarial Cost Method - A method under which the actuarial present value
of projected benefits of ench individual included in the valuation is allocated on a level
basis over the eamnings of the individual between the entry age and assumed exit. Enfry
age is caleulated as the difference between the attained age and the years of service
credit as of the valuation date. Service is assumed to be continuous.

Normal cost contribution rate - That portion of the actuarial present value of benefits’
which is allocated to 8 valuation year by the Entry Age Actuarial Cost Method, It is
expressed as a percent of compensation and s equal to the actuarial present value at
hire of projected benefits divided by the actuarial present value at hire of anticipated
future compensation. [t 15 caleulated for cach individual and sumimed for the entire

group.

Actaarial accrued Hability - That portion, as determined by the Entry Age Actuarial
Cost Method, of the actuanal present vahue of benefits which is not provided for by
fiture normal cost contributions.

Unfunded actuariaf aecrued Hability - 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.

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

Actuarial gain or loss - A measure of the difference between actual experience and that

expected based upon a set of actuarial assumptions, during the peried between two
actuarial valuation dates.

Rudd and Wisdom, Inc.
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Exhibit 21

Austin Police Retivemenr System
Disclosures in Accordance with GASE Sratement No, 25

Regquidred Supplementary Information

Jfor the System’s Financial Statemenis for Fiscul Year
Ending December 31, 2001

I. Schedule of Funding Progress

Entry Age UAAL asa
Actuarial | Actuarial Accrued] Unfunded Anmual | Percentage
Actuanal Value of Liahty AAL Fanded! Covered | ofCovered |
Valuation Assets {AAL) {UAAL) | Ratio i“aym’i},z Payroll
Date' (a) {b) (b -a) (+/b) {c) {{b - a)c)
1231977 1S168,601,584 | $222,703,396  1$34,101,812 | 75.7% (547,188,812 114.6%
12/31/99% 226,913 439 237,850,162 30,936,723 | 88.0 54,695,072 56.6
12/31/017° | 284,761,203 | 347,548,177 | 62,786,974 | §1.9 | 69,706,749 | 90.1

“The Systern has biennial valuations.
“The covered payrall is based on the anmaal rate of base pay ond longevity pay as of the valumion dae,
] . . « .

‘Beonemic and demographic sssumplions wore revised,

F . ) . . .
Changes in pian benefit provisions were effective Sepromber §,
3 : ) - e
Chznges in plan besefit provisions were effgetive Scplember 1,
& . P o s .
Changes in plun beaelit provisions wers effestive Septomber §,

i Schedule of Employer Contributions

1997,
1599,

2001,

Annual
Coniribution
Plan As a Fixed Annual
Year Ended Percentage of Required Percentage
December 31 Payroll’ Contribution® Contributed
1996 16/18% 56,154,935 100%
1997 i8 6,952,238 100
1998 i8 8,254,861 100
1999 18 9,288,148 160
2000 i8 10,046,065 100
20061 18 11,178,204 106

TWhen two percentapes e shown for 8 yeur, the first ons was affcctive for the months January
. through Seprernber, and the seeond one was effective for the months Dotober through December,
“The annual required contribution I8 based on actual covered payrodl,

Rudd and Wisdom. Tns,
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Exhibii 21 {continued)

Austin Police Retirement System
Disclosures in Accordance with GASB Statement No. 25
Required Supplementary Information
Jor the System''s Financial Statements for Fiscal Year
Ending Decenmber 31, 2004

IIl. Netes to Required Supplementary Information

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

Valuation date December 31, 2001
Actuarial cost method Entry Age
Amortization method Level percentage of projected payrotl, open
Remaining amortization period 18.8 vears
Asszet valuation method 5-vear smoothed market value

Actuarial assumptions:
- Investment rate of return, net

of cxpenses, compounded annually 8.0%

- Projecied salary increases including ‘

promotion and longevity 4.0% to 22.0% per yvear, averaging 6.8%

~ Inflation rate per year 4%

- Postretirement cost-of-living adjustments None
IV.  Actuarial Information Needed for Notes {o the Financial Statement

as Required by Paragraph 32 of GASB 25 (Additional Information
Required by Paragraph 32 Should be Provided by the System’s
Aunditors)

A.  PLANDESCRIPTION

The Board of Trustees of the City of Austin Police Retirement System s 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 frust fund.

The System was originally cstablished in 1979 by a City Council ordinance.

Effective August 1991, the System is governed by state law with plan amendments
made by the Legslature of the State of Texas. The Systern provides retirement,
death, disability and withdrawa) benefits. Benefits vest after 10 years of credited

udd and Wisdorm. Inc.
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Exhibit 21 (continued)

Austin Police Retivement System
Disclosures in Accordance with GASE Statement No. 25
Reguired Supplementary Informatien
for the System’s Financiel Statenrents for Fiscal Year
Ending December 31, 2081

service.  Participants may retive with 23 vears of service excluding any military
service credit regardless of age, or ot age 55 with 20 years of service or at age 62, The
monthly benefit at retirement 1s payable as a life annuity {modified cash refund}. As
of December 31, 2001, the monthly benefit is equal to 3.0% of the highest 36-month
average salary multiplied by years and months of service. Effective September 1,
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
computatton datc.

Disteibutions to officers or their beneficiares 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 datigs, or upon
death. The terms of benefit payments are determined by certain elections made by
the officer, their level of eamings and length of service. Payments to officers or their
beneficiaries may be increased or decreased annually on an ad hoc basis by the
amount of increase or decrease in the Consumer Price Index, limited to 6% per year,
and subject to the approval of the Retiremient Board and the actuary.

Participating members 1n 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 Systemn was reflected in the actuarial valuation as
of December 31, 2001:

Retirees and beneficiaries currently receiving benefiis (279)
and erminated employees entitled to future monthly

benehts (10) 289
Current participating members _ 1277
Total 1,966

Rudd and Wisdom. Inc.
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Exhibit 21 {continued)

Austin Police Retirement System
Diselosures in Accordance with GASEB Statement No, 25
Required Supplementary Informaiion
Jor the System’s Financial Statements for Fiseal Year
Euding December 31, 2001

CONTRIBUTIONS

The System is funded by biweekly contubutions from the basic compensation,
consisting of base pay and longevity pay, of palice officers and by contributions from
the City. Under the provisions in effect on December 31, 2001, participants are
required o contribute 9% of their basic compensation 1o the System. The City is
required 1o make contributions equal to 18% of basic compensation and may
authorize additional contnbutions.

The City contribution rafe 15 required by the stale law goveming the System as of
Decemnber 31, 2001 and may be changed by amendment made by the Legislature of
the State of Texas. The parficipant coninibution rate must be at least 6% bul was
increased to 9% effective October 1993 by a recommendation of the Retirement
Board and an approving vote of the participating members n accordance with the
state Iaw governing the System. The participant contribuiion 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 requirements 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 adcquate 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 actuanial accrued hability, and the number of years
needed to amortize the Systemy's unfunded actuanal acerued liability is determined
using an open, level percentage of payroll method. Based on the actuarial valuation
as of December 31, 2001 and the Plan provisions at that date, the normal cost was
20.143% of pay and the amortization period was 18.8 yaars,

Rudd and Wisdom, [ne.
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Exhibit 22

Austin Police Retirement System
Disclosures in Accordance with GASB Sratement No. 27
Naotes to the Financial Statements for the City of Austin
Jor the Fiseal Year Ending September 30, 2002

1. Annual Pension Cost

For the fiscal year ending September 30, 2002, the Gity's annual pepsion costof §___*

for the Austin Police Retirement System was equal to the City's required and actual
contnbubons. While the required contributions were not actuaniatly determined but were a
fixed 18% of the basic compensation, consisting of base pay and longevity pay of police
cadets and police officers, the plan of benefits has been approved by the Retirement Board's
actuary as having an adequate fmancing arrangement. The required contributions were
reflected in the December 31, 2001 actuanal valuation, which 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 8.0% per year (net of
admiinistrative expenses), projected salary increases ranging from 4% to 22% and averaging
6.8% per year, and no postretivement cost-of-living adjustments. An inflation assumption of
4% per year ts included In the investment return and salary increase assumptions. The
actuarial value of assets was determined using a method that smooths the effects of short-
term volatility in the fair value of investments over a five-year period. The unfunded
actuarial accrued hability (UAAL) is amortized with the excess of the total contribution rate
over the normal cost rate. The number of years needed to amortize the UAAL s determined
using an open, level percentage of payroll method, asstiming that the payroll will increase
4% per year, and was 18.8 years in the December 31, 2001 actuarial valuation.

I1. Three-Year Trend Information for the
Austin Police Retirement System

Annual Percentage Contribution as Net
Fiscal Penston of APC a Percentage Pension
Year Cost (APC) Contributed of Payroll Obligation
Ending
09/30/2000 S_X 100% 18% 30
09/30/2001 100 18 0
09/30/2002 . 1GD 18 0

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

Rudd and Wisdom, Ine.
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Jor the Fiscal Yeur Ending September 30, 2002

Exhibit 22

Austin Police Retirement System
Disclosures in Accordance with GASB Statement No. 27
Notes to the Financial Statemenis for the City af Austin

IT1. Schedule of Funding Progress

Entry Age UAAL asa
Actuanal | Actuarial Acermied] Unfunded Anmual | Percentage
Actuarial Value of Eiability AAL Funded { Covered | of Covered
Valuation Assets (AAL} (UAAL) § Ratic | Payroll Payroll
Date' {a} (b} {b-a) {a/b) (e ((b-a)c)
12/3097°7 1 $168,601,584 ] $222,703396  1$54,101,812 1  75.7%1947,188,812 ] 114.6%
12731997 | 226913439 257,850,162 | 30,936,723 1 880 | 546950721 566
I2/3400° ] 284,761,203 347,548,177 | 627869741 819 | 69,706,749| 901

“The Systom has biennia! voluations.

“The covered payroll is based on the annual raie of base pay ond longevity poy as of the valuation dnte.
*Econonsic and domographic assemptions wers revised.

*Changes in plan benefit provisions were offective Sepemier 1, 1997,

SCf?zazzgcs in plon benofit provisions were effective Seplember 1, 1999,

$C¥wﬁgcs in plan benefd provisions were effechive September 1, 2001

1V, Actuarial Information Needed for Notes to the Financial Sfatement as

A

Required by Paragraph 20 of GASB 27

PLAN DESCRIPTION

The Board of Trustees of the City of Austin Police Retirement System 15 the
adninistrator of a single-employver defined benefit pension plan. The System &
considered pant of the City of Austin's financial reporting entity and 15 Included in the
City's financial reports as a pension trust fund. The Plan issues a stand alone report
that 15 available from the Retirement Board,

The Systern was onginally established in 1979 by a City Council ordinance, Effective
Angust 1991, the System is governed by state law with plan amendments made by the
Legislature of the State of Texas. The System provides retirernent, death, disability
and withdrawal benefits. Bencfits vest afier 10 vears of credited service. Panticipants
may retire with 23 years of service excluding any militasy service credit regardless of
age, or at age 55 with 20 years of service or at age 62. The monthly benefit at
retirement is payable as a life annuity {modified cash refund). As of December 31,
2001, the monthly benefit is equal to 3.0% of the bighest 36-month average salary
multiplied by years and months of service.

Rudd and “Wisdor, loe.
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Exhibit 22

Austin Police Retivement System
Disclosures in Accordance witlt GASB Statement No, 27
Notes to the Financial Statements for the City of Austin
Jor the Fiscal Year Ending September 30, 2002

Effective September 1, 2001, the RETRO DROP provisions were changed to require
that a participant must have 23 vears of creditable service with the retirement system
excluding any military service credit on the date the participant ¢lects for the RETRO
DROP benefit computation date,

Distributions to officers or thelr beneficiaries are algo avatlable in the event of total
and permanent disability, provided the officer has completed 10 years of service or
the injury was sustained during the perfermance of employment duties, or upen
death, The terms of beaefit payments are determined by certain elections made by
the officer, their lovel of earnings and length of service., Payments to officers or their
beneficianies may be mereased or decreased annually on an ad hoc basis by the
amount of increase or decrease 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 31, 2001

Retirees and beaeficiaries currently receiving benefits (279)
and terminated employees entitled to future monthly

benefits (10) 289

Current participating members 1277

Total 1,566
CONTRIBUTIONS

The System is funded by biweckly contributions from the basic compensation,
cansisting of base pay and longevity pay, of police officers and by contributions from
the City. Under the provisions in effect on December 31, 2001, participants are
required to contribute 9% of their basic compensation to the Systern. The City i3
required to make contribubtons equal to 18% of basic compensation and may
authorize additional contributions.

The City contribution rate is required by the state law governing the System as of
December 31, 2001 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

Rudd and Wisdem. Inc.
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Exhibit 22

Austin Police Retirement System
Disclosures in Accordance with GASB Statement No. 27
Notes to the Financial Statements for the City of Austin
for the Fiscal Year Ending September 30, 2002

increased to 9% cffective 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 requirements 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, 2001 and the Plan provisions at that date, the normal cost was 20.143%
of pay and the amortization period was 18.8 years.

Rudd and \«Visclom. inc.
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SUMMARY OF INVESTHENTS

DECEMBER 31, 2001

Corporate stocks
International stocks

Real estate interests
Short-term investment funds
U.8. Government securities
Int’l Government sscurities
Corporate bonds

Partnership interests

Total

SUMMARY OF INVESTMENTS

Market
YValus

105,806,557
51,736,728
42,177,883
13,747,878
28,826,484
10,867,247

2,576,526

6,631,912

262,471,238

DECEMBER 31, 2000

Corporate stooks
International stocks

Keal estate interests
Short-term invegtment funds
U.8. Government securities
Int/l Government securities
Corporate honds

Partnership interests

Total

Market
Value
105,427,226
60,755,098
35,742,698
10,575,280
32,172,957
8,683,105
3,774,868

10,284,871

271,415,783

57

Paroent

Of Market

Value
40.3%
19.7%
16.1%
G.3%

11.0%

Percent

of Market

Yalue
38‘3%
22.4%
14{6%

3.8%

11.8%




INTEREST PAID TO MEMBERS
(30 Year Hisbtory)

Yeayr Interast Paid
2001 4.0%
2008 5.0%
1848 5.0%
ia48a 5.0%
1897 5. 0%
1856 5.0%
Lean 5.0%
1984 &, 0%
1953 4.5%
1992 5.5%

HOW IS THE AMOUNT OF INTEREST PAID ON RETIREMENT CONTRIBUTIONS
DETERMINED?

The Beoard of Trustees annually determines the amount ©f interest paid on
members! acoumulated deposits, taking into congideratrion the performancs
of the Fund's investments and the actuary’'s recommendabtions. The actuary
considers what funds are necessaryy ©o pay all the benefits that retirees
arkl their surviving beneficiaries are entitled Lo, ag well as the expectad
liability for current officers who will someday retire,

Retirement interest is paid at the end of the calendar year based con the
amount that each officer had in the system on the first day of that
calendar year. For instance, if vyou had 31,000 on January 1, and on
December 31, you had $1,500, your interest for that year would be based on
the $1,000 you had in the system on January 1. In order to obtain that

interest, your money mugt have remained on deposit for the entire calendar
YEAY, :

5¢



COMPARATIVE STATEMENT OF MEMBERSHIP

RETIREMENT SYSTEM

Tobal MNMumber of Members, January 1

Add: Now Members
Deduct : Mambers Terminabed

Members Transferred to Retiree System

Total Membersnip, December 31
Deduct: Inactive Vested Members

TOTAL ACTIVE MEMBERSZ, DECEMBER 31

RETIREE SYSTEM
Total Numbeyr of Menpbers, January 1

ada: Members Traneferred Lo System
Deduct: Members Deceased

TOTAL RETIRED MEMBERS, DECEMBER 31
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2001 20400
1183 1168
132 25
{39} {40}
(31} {223
1305 1193
{10} {10}
1295 1183
245 230
31 22
(2) (3)
218 248




PENSION PLAN GUIDE

GOVERNING PENSTON AW

The City of Rustin Police Retirement System was established on
Hovemoer 29, 1979 by authoricy of 2 state law passed in 1378 {(Vernontsg
Arnnotated Civil Statutes, Article £243-5L}, and becems statuborily
governed by Article 6243n-1 on August 26, 1391,

AMINISTRATION

The fund is administered by a Board of Trustees consisting of {11}
menbeys; five active police officers and two retired police officers
elected from among its membership, one qualified vober appoinred by the
2oard of Trustees, the City Manager {or designees), the Director of
Finance {0y designee}, and one Councill Member.

An administrative pension cffice and staff have been established to
batter aerve the member, retires's and their beneficiaries.
Admindstrative costs and expenses for professional services rendered are
paid by the fund.

RETITREMENT FIND INVESTING

The COA-Police Retirement SBystem's Fund monies are invested according to
requirementas prescribed by the system's statutory plan and furthew
defined in the Board's ‘Statement of Investment Policy and Guidelines’.,
The investments provide returns that help fund the monthly retirement
allowances and other bhenefits paid by the gystem to its members and
beneficlaries.

MEMBERSHTP REQUIREMENTS

All Cadets, effective April 19%8, enrolled in the Police Acadeny
Training while employed with the City of Austin Poclice Bepartment and
who thereaftey are commiszloned officers, becoma members upon date of
employment with the Police Retirement System.

All full time staff emplovees who have successfully completed six oonths
of probationary service at the Pension Office.

CONTRIBUTICNS

Prlice Qfficer: Fach member of the system contributes %% of Dase pay
gach pay pericd by payvroll deduction. Overtime or special pay is not
included, Contributions continue until a member's withdrawal by
termination or retirement.
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City of Austin: The ity of Rustin contributes 18% of every member's
base pay each pay period. Onese it becomes & part of the retirement
fund, the City's contribution jis invested for the bensfit of all active
smployees and made available bo pay benefits to them at retirsment.
Most retirees recelive beneficts egual teo all thelr own ceontributions and
interest, through their nonthly annuity payments, within two or three
years after retirement. Because of the contributions made by the City
and the interest earned on the Fund's investments, monsy is available to
contimie paying each yetirse wonthly bkensfits accerding to their
selected option as long as they live, long after thelir own contribunions
have been received,. We are also able to provide on-going lifetims
benefite to the surviving beneficiariez of deceased retirees acocording
v thely selected uption as well as provide a gost of living adjustmant
{QULAY for retivesesg,

RETIREMENT ELIGIBILITY

Normal, unreduced ratirement:

GEficers are eligible for normal, unreduced retirement when they meet
one of the following age and service regulrements:

*  Age 55 and 20 vears crediftable service
*  Any age and 23 years creditable service.

*  Age €2 and any numbsy years of creditarnle service.

CRELDITABLE SERVICE

Creditable service is service that is used in computing retirement
benefits. There are five types of creditable service:

1. Membership Serwvice-The employment pericd during which a member makes
pavroll contributions to the fund.

2. JProbationayry Sservice-iredited service may b# purchased  from
commission dare to retire start date in the event they are nob the
same date,

3. Premembership Military Service-Credited service may be purchased for

up te two vears of active federal duty military service prior (o
employment.

4, Current Military Bervice-Credited service may be purchased for
approved absence from City employment for military service within
5 vears f reenmployment,

&, ¥Porfeiture Service-{redited service wmay bse purchased for prior
Austin Police Retirepsnt Systemn membership.

8. <Cadet Service-Credit sarvice may be purchased from cadet envollment
date to commission date in the event they are not the same date.
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RETIREMENT BENEFIT LIFE ANNUITY CALCULATED

Basic retirement bensfit Life Annuity are calculated using the following
formula:

55000.00
Average monthly salary for highest 35 moniths of last 10 vears
of contributing sayvice

23 ¥ 3.0% = $3450.00
Total vears of membership Baaic monthly 1ife annuity
gervice

2.0% multiplied by years of wmembership service times averaged monthly
salary for the highest 36 months of the lasgt ten years of contributing
service,

RETIREMENT QPTIONS

The Polive Retirement 3ystem provides severxal options under which
monbnly benefits may be paid. The options below reguire submission of
verifiable information fo determine calculation. Note: A member may not
change their chosen option once they have already retired,

Life Annuity -~ Basic monthly benefit entitlement based on serviocs
and average salary, payable only o the member for
Life.

Cption I ~  100% Joint and Surviveor Bepefit

Option II - 50% Joint and Survivor Benefin

Option IIT - 66 2/3% Joint and Survivor Renefit

Option IV ~ Joint and 66 2/3% Last Survivor Benefit

Option V «  Fifteen vear Certain and Life Annuity

The opricong which include benefites £o a surviver ars figured according
to the ages of both member and suyviving beneficlary included in the
plan. A member's benefil is permanently reduced if an cption is chosen
that provides survivor benefits to a beneficimyy. This reduction is
applied to the wmember's basic benefit relative Lo the option the member
chooses., The reduction of member hensfitveg is necessary to pay for the
continued benefits the surviving mensficiary ig expecied to receive.
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RETROACTIVE DEFERRED RETIREMENT OPTICN FPLAN

Tha retrcactive deferred retirement option plan, rvefesrred to as RETRC
DROP COption, i a one-time henefit paid at rebirement with a reduced
monthly retirement benefit. 7To be eligible a member must qualify witch a
normal servigce retiresment of 23 years at any age, excluding pre-
membership military services <redit. The mawimum amount of service to be
used in computabion of the RETRC DROP after normel service retirement of
23 vears, excluding pre-membership service credit is 38 months.

Cr: the alection of RETRC DROF and the selection ©of thse RETRO DROP
benefit computation date, the member’s monihly retirement opticn is
computed as if the member had retired on the RETRG DROP benefit
computation date, The RETRQ DROP henefit balance will inciude the
accumulated monthly bensfits after 23 vyears with retiree COLA'S,
multiplier increases, member contributiong and a 5% simple interest
calculation on December 21% for balances on deposit as of Januvary 1°° of
the same calenday year.

A member who eleots RETRO DROP receives a one-btime benefit with a
reduced moenthly retirement benefit at rervirement date.

Certain selections ©f options and beneficiary designations other than a
surviving spouse may have adverge conssguences under the Internal
Revenue Code of 1988, which may cause i reduction in the amount of
benefit pavable. ¥You are urged to ceonsult your attorney or tax advigor
prior to a final gelection of an option.

RETRO DROP BALANCE OPTION PLAN or (PROR)
Post Retirement Option Plan

Instead of a single lump-sum payment, a membsr may alect to receive
partial pavmants from the member’s RETRO-DROP balance or PROP account
for esach calendar yeay, in an amount elected by the member., A nemnber
who elects partial paywents in the PROP accoount may, at any time, elaect
Lo receive the member’s sntire remaining PROP account balance in a
singlile lump-sum payment, with the pavment bo be mads wuder rules adopted
by the board.

ember ¢legis partial payments, the member’s BETRO OROP balance or
coount shall be oredicted with earnings or losses of ths system
e funds remain in the account. These eaynings or losses will be
determined at an annual rate established under a rule zdopted by the
beard, which can be amended by board rule. '
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RETIREMENT OPTION'S AFFECT ON BENEFICIARY

If a retiring member selects the Life Anpnulity the monthly benefit stops
at the death of the member, at which time an amount egual to the excess,
if any, of the membesr's accumulated deposits over $the amount of payments
which have been made to the membar will ke palid in & lump sum to the
membeXr s designated beneficiaries or sstate.

If the membery chooses an optlion providing benefits Lo g survivor, then
at the mamberis death the bepefit specified in the option will be pald
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to the designated beneficiary for iife. If the nominge does nob survive
the membsr, monthly henszfits cease. The amount equal to Che excess, 1f
any, ©of the mempers accumulated deposits over bhe amount of payments
which have peen made to both the member and the beneficiary combined
will be pald in a lump sum to other designated beneficiaries, or to the
eatate of the deceased member.

DISABILITY BENBRFITS

To be eligible for disabilivy retivement, the applicant must be unabls
to perform employment duties due o medical o emotional restricuions
and/or diagnosis. The disability must be considered a psrmanent Hob
performance disability. The disability must also be subsequent to the
members effective date of membership RND,

17y if a member has less than 10 vears of creditable service, has,
necome mentally or physically incapacitared for the performance of the
employment duties the member had immedlately befcore incapacitarion as a
direct result of injuries sustained subseguent to the menmber's effeciiva
date of membership in tne police retirement system, the nmember may apply
for disability retirement. Such application made for or on bhehalf of the
injured member, shall show that the injury sustained was as a divect or
proximate result of the performance cof the member’s employment dutles
with the City or with the System; that it is likely to result in the
member’s inabllity to perform the duties of a2 position offered to the
member in the system, the police department, or any otheyr department I
the city; that pays as much or more than the current pay of the position
che member was nolding on the date of the member’s disability.

2) if a member has more than 10 vears of creditable service AND,
has become mentally or physically incapacitated for the performance of
thwe employment duties the member had immediately before incapacitation,
the member may apply for disability retirsment, Such application made
for or on behalf of the injured member, shall show that the incapacity
i likelvy to result in the member’s inability to perform the ducies of a
rosition offered o such member in the system, fhe police depariment, or
any other department in the city, that pays as much or more than the
current pay of the position the member was holding on the date of the
mambarts disability.

Disability applications are presented Lo the  Disabllity lommittee’,
whone recommendations are reported Lo bhe Retirement Board. The Boapd
nag the final authority in granting disability retirement benefics.

On award of disability retirement benefite, the member shall receive &
disabilivy retirement computed in the same manner that a ssyvice
revirement benefit is computed sublect to a minimue of 20 years of
creditable servics.

A member approved for disability retirement will have the option o
select an unreduced basic Life annuibty benefit, 100% Joint and Survivor
Annuity; 50% Joint and Survivor Annuity; &8 273% Joint and Suywvivor
Annuity; Joint and 64 2/3% Last Survivor Annuiby; angd Fifteen Year
Caertain and Life Annuity.

Disability retirees are required annually to provide proof of continued
disability and financial need toc the Retirsment Board.
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FOR RETIREE OR ELIGIBLE RETIREE'S BENEFICIARY

At the death of a retiree, a death benefit of $7,500 is paid to the
retiree's designated beneficiary(ies) or estate.

FOR ACTIVE & VESTED MEMBER'S BENEFICIARY

At the death (whether on or off the job} of an active member:

Who is not vyet eligible for retirement, the designated beneficiary(ies}
is entitled to a lump sum payment consisting of a return of the member's
accumulated deposgsits (contributions and interest) and a death benefit
from the Fund of an amount equal to the deposits. The death benefits
may not be less than $7,500. When the $7,500 minimum is payable, the
amount payable from the fund is $7,500 minus that accumulated deposits
standing to the member’s credit.

At the death of a vested member:

Who has terminated employment, but left their contributions in the Fund
waiting to become eligible for retirement. If such a vested member dies
before the annuity payment begins, their beneficiary would receive in a
lump sum amount twice the deceased vested member’s accumulated deposits.

If a member has met the requirements of retirement eligibility prior to
death: The surviving designated beneficiary will be entitled to receive
monthly payments under a retirement option in lieu of the return of
member accumulated deposits and lump sum death benefit.

In the event a member who is eligible for retirement dies withoubt making
a written selection of & retirement option and the member leaves a
lawfully married surviving spouse, the surviving spouse may select a
retirement option in the same manner as if the member had made the
selection or may select a lump sum payment equal to twice the member’s
accumulated deposits.

If there is no surviving spouse, the deceased member's beneficiary may
elect to receive payment under Option VII, a Fifteen Year Certain and
Life Annuity, which will pay monthly benefits for a period of fifteen
years, or a lump sum payment equal to twice the member’s accumulated
deposits.

When monthly benefits are payable in lieu of a lump sum, a $7,500 death
benefit will be paid to the beneficiary{ies).

SELECTION OF RETIREMENT OPTIONS AND DESIGNATING A BENEFICIARY

Within one year prior to the date on which a member becomes eligible for
retirement, the member may file a written statement selecting one of the
retirement options and designating a beneficiary, or stating that the
member has been afforded an opportunity to select an option but does not
desire to do so. The member shall retain the right to make a fimnal
selection until the date of retirement. '
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HEALTH INSURANCE

Basic medical and dental insurance coverage is available through the City
of Austin Human Resources Benefits Division.

Retirees have several choices of insurance carriers and coverage options.
Any questions about carriers and plan coverage choices should be directed
to the City of Austin Benefits Office at 11 Commedore Plaza, 9" Street &
Brazos, 14 floor, P.O. Box 1088, Austin, Texas 78767 or by phone at
(512) 974-3284.

DEFINITION OF A VESTED MEMBER

When you have ten years of service credit in the Austin Police
Retirement System, you become a vested member of the retirement system.
This means that you have a right to receive a monthly annuity when you
reach retirement eligibility. Even if you leave City employment before
reaching eligibility, 1f you are vested, you can decide to leave your
contributions in the system, and begin drawing your annuity when you
reach age 62, or when you meet other age and service reqguirements for
retirement eligibility. It is important to note that, although
retirement contributions for inactive members draw interest during the
years between the member’s termination and retirement, noc cost of living
increases are applied to these contributions.

RETIREMENT BENEFITS RETURNED TO MEMBER

When you leave City employment, you will fill out a form instructing the
Pension Office as to the distribution methed and direction to send your
retirement contributions. Your cheoices will be:

1. Have vyour contributions refunded as scon as possible after vou
terminate employment. Your retirement contribution check will be issued
two weeks after you receive your final check. It will be mailed to the
address you give. (Federal Income Tax will be withheld on all

Untaxed contributions and interest at 20% of the total taxable amount.)

2. You may decide to leave your contributions in the retirement system
through the end of the calendar year. By doing thig, you will receive
interest on your contributions. Once the year has ended, your refund
check will be issued to you in January. (Federal Income Tax will be
withheld on all untaxed contributions and interest at 20% of the total
taxable amount).

3. You may have your contributions transferred to an I.R.S. Qualified
Retirement Plan through a direct rollover by leaving a letter of
transfer with the Pension office. (Federal Income Tax will not be
withheld but the monies will be made payable and moved to the gqualified
retirement plan in your behalf).

4, If you have ten or more years service, you can choose to take
advantage of your vested right to an annuity when you reach retirement
eligibility. 1If you indicate that you want to vest your benefits, your
contributions will remain in the retirement system until you reach
retirement eligibility and request that your monthly annuity begin.
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Your contributions will centinue to earn interest until your monthly
annuity begins. One thing to remember, should you choose to vest, is
that when you reach eligibility, vyour benefits will be based on the
eligibility and calculation criteria in effect at the time vyou
terminated employment. There are no cost of living increases applied to
your benefits after you have left City employment and before the date
your annulity payments begin.

RETIREMENT REFUND CHECKS ISSUED AFTER WITHDRAWING CONTRIBUTIONS

With vour final paycheck, one final contribution will be made to the
retirement fund. After that check is issued, the exact amount of your
total refund can be determined. Retirement refund checks are issued
every two weeks, at the same time regular payroll checks are issued.
Therefore, a member’s retirement refund check will be issued the payday
following the issuance of that member’s final paycheck.

NOTE:

Your final timesheet must be properly coded before your retirement
refund check can bhe issued. If vou have ten or more years of service at
termination, contact the Pension Qffice regarding your option Lo receive
a vested accrued retirement benefit.

LEAVING THE CITY AND WITHDRAWING MY ACCUMULATED DEPOSITS

Every payday the City contributes an amount to the retirement fund that
is 18% of the total of all members’ payroll. This money becomes a part
of the retirement fund. Whereas each member’s own contributions are
individually accounted for, the amount paid in by the City belongs to
all the members of the retirement system and is not specifically
assigned to individual members.

If you leave the City before you become eligible for retirement, all of

your own contributions and interest are returned to you, and no City
contributicns will be paid to you.

RETIREMENT FUND LOANS AND WLITHDRAWALS

Cur retirement system is an approved I.R.S5. qualified pension plan
designed to provide income to members who retire from the City. It is
not meant to be a savings account. Because of this, members are not
allowed to borrow or withdraw funds as long as they are still working.

DETERMINING YOUR COA-POLICE RETIREMENT SYSTEM'S DEPOSIT AMOUNT
The City of Austin provides vear to date contribution amounts con bi-
weekly payrcoll earnings statements.

Members receive an ‘Annual Statement’ from Austin Police Retirement
System in January each vyear which provides information on total
accumulated deposits and interest along with total credited service
years, 67



WHO BHOULD I CONTACT FPOR HEMBER SERVICES

A Pension Office has been established no serve the membership. Group
and individual counseling is provided to members by this ¢ffice. Priox
to your retirgment, a retirement counselor will prepare a scheduls of
your benefits under each of the options and adviss vyou in your
preparation to ratire.

The Pansion Office personnel can be reached at {812} 416-7672 and their
address is 2820 Scouth I.H. 2%, Suite 208, Austin, Texas 78704,

Thig booklet haz been prepared ¢ halp vou better understand how the
vension plan works., While this guide sets forth most of the fa¢ts about
the plan, it does not attemplt to degeribe all provisions or limitations
as they apply in individual situations. In case of any conflict between
the guide and the statute, the Article 6243n-1i, Vernon'sg Texag Civili
Btatutes, as amended will prevall. If you have any questions about the
plan, please contact the City of Augtin Police Retirement System Pension
Qffice, at (512) 416-7672. The Pension Office address is 2520 South IH-
35, Suite 205, Austin, TPTexas 78704.
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IMPROVEMENTS TO SYSTEM
fLast 10 Years)

NOVEMBER 1392

A full time Pansion Administrator was hired.

AUGUST 1883

Purchased building at 2520 Bouth IH-35 bto permanently housge
the Psnsion Gffice.

OCTOBER 1993

Momber contribution rate was increassed from 6% o 8%,

OCTOBER 1994

The Ciley's conpribution rate was increased from 12% Lo 14%.

SEPTEMBER 1995

Provision added for retirement eligibility with unreduced
benefits to include members who have 25 years of creditable
service.

Benefit formula multiplier was increaged from 2.3% to 2.8%,

Special increase granted Lo retirses baged on heneilli formula
multiplier in use at date of Retirement.

The retires death benefit is increased to 35,000 from $2,000.

OCTORER 1855

The City’'s contribution rate was increased from 14% to 18%,

CCTOBER 1996

The City's contribution rate was increased from 16% to 18%.
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SEPTEMBER 138397

Benefit formula multiplier was increassd from 2.8% to 2Z.88%,

Special Ad hoc increase granted to retiress based on bhenefit
multiplier 2.88% divided by benefit multiplier 2.8%, minus one, -
and multiplied by 100.

The retiree death benefir is increased bto $7,500 from $5%,000.

Retroactive Deferred REetiroment Optlion Plan (EETRO DROP)
provision added for reitirsment lump sunm distribubtion with a
raduced benefit.

APRIL 1588

Officers who had non-membership time after they were enrolled in
Cadet class are now able to buy back that non-membership time as
refirement ssrvice credit.

Cadersg are now menbers of the refirement gystam at enrellment
date and upon contributing 5% of theiry biweekly payroll.

SEPTEMBER 1958

Board Membership changed to allow for greater membership
participation by adding one active officer and one retired
officer position to the Board of Trustees.

JULY 20600

Benefit formula multiplier was increased [rom 2.38% to 3.0%.

Special Ad hoo increase granted to retirees based on penefit
muitiplier 3.0% divided by henefic mulvipliier 2.88%, minus one,
and multiplied by 100,

SEPTEMBER 2001

Provision added for retirement eligibility with unreduced
benefites to include members who have 23 vears of creditable
sgrvice excluding pre-membership military service.

Post Retirement Oprion Plan {PROP) provision added for members
who select the Retrpactive Deferred Retirement Option Plan
(DROP}and instead of receiving a single lump-sum payment, elect
to receive partial payments from the member’s DROP account for
each calendar year, in an amount elected by the member,
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