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CITY OF AUSTIN 

POLICE RETIREMENT SYSTEM 

Dear !>'lei:tbers, 

2001 ANNUAL REPORT 
LETTER TO MEMBERS 

The Board of Trustees cf the Ai..:.st.ir:: Police Retirement System is pleased to 
present our 20C~ Annual 2eport. 

As t:b.e Decerr.ber 31, 2001 year-eroded, the t-!;;;;r!:et va:.'Je of the 'Syste;n' assets 
s:::ood at more t:r..an $264 millior,, ·~1hich 'ttas a 3.•<% dec:ine f.;:o~ year-er.d 2000. 
Ho'.veve!'.', the ~otal average ar.nual :o:-2'c:e of re':'.;lr:n of the 'System's' a~dited net 

~·1ere ;,o . .;5% over the last five years. 

At our Novembe:!: 2001 Board Meeting, the Trustees appr-cved a 3% 2001 cost of 
li•Jing adjustment for retirees and ber.eficiaries eff:ecti'.'e January l, 2002 and 
a 4% iil.teresi.:: rate for use ir. crediting ir,terest 0:1 me:r.bers' accumulated 
contributions. 

There '.'.'ere t'JJO important pension benefi': enhar.ceci1e!!ts that took place durir:g 
2001. Effective September 1, 2001 tf1e service retirerr«ent eligibility \</~ts set 
at 23 years {excluding pre-rnembership military se!"~;ice} at ar::.y age and a l?ost 
Retirement Option Plan (PROP} ',•:as creat:ed that allo'JIS reti:::ees v;ho elect DROP 
to lea,;e their monies on deposit and receive interest earnings at competiti,;e 
market rates. 

As of .June 30, 
mernbers of the 
beneficiaries of 
me1nbers entitled 

2002 t11ere ><Jere 1333 police officers and cadets who \Vere 
'Syster.1.' There 1-Jere 284 retired police officers ar1d 
police officers receiving monthly benefits and 11 vested 

to future ber1efits but not yet receiving therr". 

The Board of Trustees cor1tir1ues to 'J1ork hard to ensure police plan participar1ts 
and ber.eficiaries have a financially and actuarially sound retirement plan 
during t!1ese challengir.g financial times. 

Y~ur co1nmer1ts and s~ggestio::'l.s .,.,ill a1 ... 1ays be appreciated. 

Pension Office 
2520 S. IH 35, St.c. 205 
Amtin, Texns 78704 
51214!6·1672 
FAX 512/416-7138 

:V!ai!ing Address 
?.O. Box 4 HlS9 
Austin, Texas 78?04 

~,W 
~if£~~ 

chair:na::1, Board of Trustees 
Austin Police Retirement System 
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Board of Trustees 

Nlontemayor & Associates, P.C. 
-CERTlflt:.D PuaLJC ACCOUSTANTS 

The City of .".ustin Police Rctiren1c11t System 

!1'.'DEPENDENT AUDITOR'S REPORT 

We have audited the accompanying statement of net assets held in trust available for pension bcnefirs of the 
City of Austin Police Retircn1ent Systern (Syslem) as of December 31, 2001 and 2000 and the related 
statcn1ent of changes in net assets held in trust avo.ilable for pensio11 benefits for the year ended Deccnlbcr 31, 
2001. These financial statcn1cnts are the responsibility of the System's managcn1cnt. Our responsibility is 
to express an opinion on t11esc financial s;atements based on our audits. 

\Ve conducted our audit in accordance \Vith U.S. gencr.tHy accepted auditing standards. Those standards 
require that \VC plan and perform the audit to obtain reasonable assurance about \vhether the financial 
statcrnents urc free of material misstatement. ,A.n audit includes examining, on a test basis, evidence 
supporting the an1ounts and disclosures in the financial statements, An audit also includes assessing the 
accounting principles used and significant cstin1atcs made by management, as \vell as evaluating the overall 
financial statcn1cnt presentation. \Ve believe that our audits provides a reasonable basis for our opinion. 

In our opinion, the financiai statements referred to above pres-cnt fairly, in all material respects, the financial 
status of the Systen1 as of Decen1ber 31, 2001 and 2000 and the changes in its financial status for the year 
ended December 31, 2001 in conformity \vith U.S. generally accepted nccounting principles, 

The supplementary schedules and informa!ion on pages 10 and l l are not a required part of the basic financial 
statements of the Systent, but arc required by the Governmental Accounting Standards Board. \Ve have 
applied certain limited procedures, which consisted principally of inquiries of managcn1ent regarding the 
n1ethods ofn1casurcn1cnt and presentation of the supplemental infonnation. Ho\vcver, \VC did not audit tl1is 
information and express no opinion on it 

22 May 2002 
Austin, 1'exas 

SU!Tf .\. HlO 

#,U$il"l. TtX.~S 7&7C< 
ruoiu; ~;:~•-I OJ:l~OJ 

f1>)C Sl1 ~{i.<;\il; 
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CITY OF AUSTIN 
POLICE RETIREMENT SYSTEM 

ST A TEMENT OF NET ASSETS HELD N TRUST 
AV AJLABLE FOR PENSION BENEFITS 

DECEMBER 31, 2001 1\J>lD 2000 

ASSETS 

Invcsrments, a! f:iir value 

Corporate stocks $105,806,557 

lntcmationa} stocks 51,736,728 

Real estate interests 42,177,893 

Short-term investment funds 13,747,879 

U.S. Govcmrnent securities 28,926,494 

ln1ernation<1l government securities 10,867,246 

Corpora1c bonds 2,576,526 

Pannership intcrcs:s 6631 912 

Total invcstr:-,cnts 262,471,235 

Cash 163,075 

Interest and dividends receivable ],058,419 

Employer con1r!buti0:1S receivable 262,797 

Employee contribuiions recciYab!e 525,794 

Fixed assets 493,097 

Other 4,052 

Tou:il assets 264 978 469 

L!AB!LITIES 

:\ccounts p:::yable and accrued !iabilities 478,563 

Refunds payable 47 231 

Total liabilities 525 794 

NET ASSETS HELD IN TRUST AVAILABLE FOR PENSION BENEFITS ~A52.675 

The ;i,ccompanying notes are an intcgrJl pJ.rt of this f:nanci.il suter.;ent pn::senta1i-0n, 

11 

$105,427,226 

60,755,098 

39,742,698 

10,575,260 

32,172,957 

8,683,105 

J,774,868 

iO 284.571 

271,415,783 

84,412 

!,] 19,082 

203,363 

406,724 

523,057 

4 023 

273.956 444 

411,175 

74,255 

485,430 

$273,471 .014 . """"™ 



CITY OF AUSTIN 
POLICE RETIREMENT SYSTEM 

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

YEAR E1'1JED DECEMBER 31, 2001 

Additions to net assets available for benefits: 

Contributions: 

Employer contributions 

Employee contributions 

Total contributions 

Investment incon1e/(loss): 

Net depreciation in plan invcstmen!s 

Realized gain on investments 

Interest and dividends 

Securities lending 

·r otal ir1vcstmcnt loss before expl.'lnscs 

Investment expenses 

Net !oss from investn1cnts 

Total additions 

Deductions from net assets available for benefits: 

Benefit payments 

Contributions refunded to terminating emp!oyees 

General and administrative expenses 

Totai deductions 

Net decrease in net assets available for benefits 

Net assets available for benefits, beginning of year 

Net assets available for benefits, end of )'ear 

Ttlt! nccornp:mying notes ar;,; an integral part of this finar.ciai statemer.t pr~sent:Hion. 
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$11,178,204 

5,735,996 

16914200 

(21,751,520) 

4,544,009 

6,5 l 6,056 

254. l 43 

(l0.437,312) 

(i.593.337] 

( i 2,030,649) 

4.883,551 

! 2,956,8 ! 9 

264,778 

680 293 

13,90!,890 

(9,0 l 8,339) 

273 471 014 

$264,452.675 



NOTE I: 

POLICE RETIREMENT SYSTEM 

NOTES TO FINANCIAL STATEMENTS 

YEAR ENDED DECE1v!BER 31, 2001 

PLAN DESCRIPTION 

The Board ofTrustccs (Boardi of the City of Austin Police Retirement System (System) is the 
administrator of a single-empioycr defined benefit pension plan. The System is considered 
part of the City of • .<\ustin's (City) financial reporting entity and is included in the City's 
financial reports as a pension trust fund. 

The System \Vas originally established in 1979 by a City Council ordinance. Effective .r\ugust 
1991, the System is governed by state la\V \Vi th plan a1nendments made by the Legislature of 
the State of Texas. Tl1c Systeni provides retirement, death, disability and \vithdra\val benefits. 
Benefits vest after l 0 years of credited service. Participants may retire at age 55 \vi th 20 years 
of service, \virh 23 years of sen'icej excluding any military service, regardless of age, or at age 
62. The monthly benefit at retirement is payable as a life annuity {modified cash refund), /ts 
of Jul}' 31, 200 l, the montl1ly benefit is equal to 3.0Q~,t, of the highest 36-monlh average salary 
inull.iplicd b.Y .YC<1rs and tno11tl1s of service. 

Effective Scptcml1er l. 2001 ihc RETRO DROP pro,·isions \Vere chru1gcd to require tliat a 
participant 1;iust have 23 years of creditable service \\'hh the retiren1cnt system. excluding any 
1niH1ary scn··icc credit. on the date tltc p<!,r<\cipunt elects for the RETRO DROP benefit 
con1puta1ion date. Fu11her. the selection of RETRO DROP benefit con1putation date muy be 
changed in the fi..iturc by Board rule \Vith approYal by the Sys1c1n's actuary, Also efrective 
Scptcn1bcr !, 2GCil, changes \VCrc made a!IO\\'ing the eligibilit)' requircn1ent for Service 
Rctircn1cnr to be changed in fiiturc by rule of t11c Syst<:n1's Board \Vith .approval by the 
Syslcn1's actuary, t:xccpi the ogc 63 n1l11!1nun1 c!igibilily regardless of services couid be 
changed. 

On Scp1:.:n1bcr l . .'.:001, a Post Retirement Option Plan (PROP) introduced afio,ving an option 
for participunt's lo elect to receive partlul payments from the RETRO DROP lun1p sum 
account. The participant can also etcct to delay paJl11cnt of entire RETRO DROP lu1np sum, 
lt1tcrcs1 credits \Vil\ be paid on the pa11icipru1t's RE'fRO DROP lump sum account fotlov.,ing 
the parricipanr's rctircn1ent untll the entire lu1np sum is paid. The interest credits \vifl b0 
granted an annual rate deten11incd from tin1c to time by Bonrd rule. 

Distributions to officers or their beneficiaries arc also available in tbe event of total and 
pem1anent disabiliEy, provided tl1c officer has con1pletcd i 0 years of serYice or the injury \Vas 
sustained during the performance of employment duties, or upon death. The terms of benefit 
p::;y1ncnts are detcm;incd by certain elections n1adc by the officct. their level of ean1ings and 
length of service. Pa:yments 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~·0 per year, and s1tbjecl to the approval of the Board and the actuary. 

13 



:'."OTE I: 

NOTE 2: 

POLICE RETIREMENT SYSTEM 

NOTES TO FINANCIAL STATEMENTS 

YEAR ENDED DECEMBER 3 l, 200 I 

PLAN DESCRIPTION 

Particip;.Jting. mernbcrs in the S)'Sien1 include full~tl1ne police officers and cadets einployc:<l by 
tl1c police department of the City and cn;ployccs of the Systen1. The fo1Jo,ving n:.cmbership 
stat:.:s of the Sys1cn1 \Vas reflected in the actuurial Yaluntion ns of Dccen)ber 31, 2001: 

Rctir~es and beneficiaries currently receiving 
benefits (279) and 1cm1inatcd e1n1)Joyees entitled to 
benefits hut not yet rccci\'ing them ( l 0) 

Curren! cn1r>lo;'ccs 

Toial 

SlJ~BIARY OF SIGNIFICANT ACCOUNTING POLICIES 

BASIS Of ACCOL'NTING 

289 

The Systcn1's financial st.atcmt;nts arc prepared using the accrual basis of accounting, 
Contributions arc recognized as revenues in the period in \vhich the related cm1)loycc's's 
payroll is c.:1mcd. Bene ft ts and refunds arc recognized \\'hen due 01nd payable in accordance 
,.,·ith the tcm1s of the ptun. 

ESTI:v!ATES 

The prcpar<ition of financial statcincnts i11 conforn1ity \vith lJ.S gcncrJiiy accepted 
accounting principles requires managen1cnt to n1akc estimat~s and assun:1ptions that affect 
certain reported arnou11ts and <lisclosures, Accordingly, actual results could differ f:oin 
those cstin1atcs. 

METHOD USED TO VALUE INVESTMENTS 

The Systc1n's in\'CStmcnis arc reported at fair value, Securities traded on a. national or 
il~lemaiional exchange are va!ttcd at the last reponed sales price at current exchan.ge rates. 
In\·cs1n1cnls that do not have an established market are reported at estin1ated fair \'Ulue, 
Investment income is reCOb'Tiized in the period earned and purchased and sales of 
invcst1nents arc recorded on a trade~datc basis, Net appreciation {depreciation) in plan 
investn1etus includes both realized and unrealized gains and losses. 

CO>fTRI3UT!O!\S RECEfV ABLE 

·rhc final bi,veckly pa:;. Toll coniributions of en1ployces for the year ended Decen1ber J l, 
2001 and the City's rclnred contributions \Vere not deposited in the Systcn1 b)'year end and 
arc shov.n as contributions receiv.:ibte. 

14 



NOTE 2: 

NOTE3: 

POLICE RETIREMENT SYSTEM 

NOTES TO FINANC[AL STATEMENTS 

YEAR El'.UED DECEMBER 31, 2001 

SU:llMARY OF SIGNIFICANT ACCOUNTING POLICIES 

SYSTEM EXPENSES 

,t\.11 System administrative costs arc the responsibility of the System and are financed 
through investment earnings. 

INVEST.\IENTS 

Tile Systc1n is authorized as an independent defined benefit plan as described in Artj.cJc 
6::'.43nM l. \'emon. s Annotil!ed Texas Civil s~arutes, that \Va5 Sib"TICd into la\\' 011 June l l, l 99l. 
The Board is the trustee ofSystcn1 funds and has the po\vcr to invest and reinvest such funds 
in instruments or invcstn1erHs the Board considers prudent in accordance with the Syslen1's 
investment policy. 

The System's: investments are categorized to give an indication of the level of risk assumed 
by the Systen1 at year end. Catcgoi:-' 1 includes investn1en1s that are insured or registered, or 
for \':hich the securities arc held by the Systcn1's agent in the S;,·stcin's name. Category 2 
includes uninsured and unregistered invesllnents for \Vhich tl1e securities are held by the 
counter part)''s trusl dcpurtrnent or agent in the System's name. Category 3 includes uni11surcd 
and unn::gistercd investn1cnts for \\-'hich the securities arc held by the broker or dealer, or by 
the Sys1cn1's agent. but not in the Systc1n's name. All Systc1r1 investn1ents are considered to 
be C:ategory I invcsn11cnts. 

Included in nel depreciation i11 plan investments is net appreciation (depreciation) in the fair 
\'aluc or invcstincnts held at December 31, 2001 and 2000 of: 

Securities tra<lcd on a national or l11tcrnational c:-;:change: 

U.S. Go\·e:n1n1ent securities 

C'orporaie bontls 

Corpora{c stocks 

Inten1ational investmcn!S 

Short~tenn investment funds 

Invesunents reported at fair value; 

Real estate interests 

Partt1i!rships it1tercsts 

Tota! 

l5 

2001 

(5626,768) 

822,535 

(7,429,394) 

(12,273,721) 

316,593 

905,822 

(3,466,~87) 

5(21,751.520) 

2000 

$5,553,819 

45,033 

(446,856) 

(8,335,025) 

(362,934) 

2,118,861 

(3,653,497} 

~jS.080,599\ 



NOTE 3: 

NOTE4: 

NOTE 5: 

NOTE6: 

POLICE RETIREMENT SYSTEM 

NOTES TO F!NAi'lCIAL STATEMENTS 

YEAR ENDED DECEMBER 3 l, 2001 

!!'/VESTMENTS 

,'\..!! invcstn1e111s and securities on loan (Note 7) represent securities that arc either insured, 
registc:ed. or arc held by the System's agent in the Systcin 's nainc. As of Dcccn1bcr 31, :ZOO 1 
and 2000, !here \vere no invcstmcrus (other tban U.S. Governn1cnt issucrJ or guaranteed 
obligations) in any one organization tha! represents 5~-U or more of net assets available for 
benefits, 

FEDERAL INCO~!E TAXES 

The Sys1en1 is a Public Eniploycc Retiren1en1 Sys1cn1 and is exernpt fron1 Federal fncome 
taxes. A favor.able dctcm1ination letter fro1n the lntcn1a\ Revenue Service \\':IS issued on 
Scpten:ibcr 17, 1997. 

FIX~:D ASSETS 

Fixed .isscts are recorded al cost. Depreciation is con1putcd using the slraight-linc Tncthod 
over the asset's cstin>atcd useful Ji fc of 30 yi::-:.:rs for the building and 5 to 7 years for funi:iturc 
ar~d cquiptncnt. Fixed asset activity for the yc::ir ended December 31, 200 l consisted of: 

l-l-2001 1\dditions Deletions 12-31-2001 

Land 5150,000 so so $150,000 

Buildings and in1provc:inents 457,955 0 0 457,955 

Fun1iturc and cquiptncnt 215,399 13,!34 0 228,533 

Leasehold improvements 49,807 0 (1,316) 48.49 ! 

Accun1ul::itcd depreciation {350.104) (41,778) Q (391,882) 

Net Fixed :\ssets ~-7 ..h ($28.644) (S i,}J.fil $493 097 

CONTRIBUTIONS 

The System is funded by bi\vcckl)' contributions from the basic compensation, consisting of 
base pay and longevity pay of police officers, and by contributions fronl the City. lindc:r !he 
provisions in effect on December 31,200 i, participants are required to contribute 9o/o of their 
basic con1pcnsation to thi:; Systc1n. The City is required to 1nake contribL1tions equal to 18°/o 
of basic co1npcnsation. 

16 



NOTE 6: 

NOTE 7: 

POLICE RETIREMENT SYSTEM 

NOTES TO FINANCL'\.L STATEMENTS 

YEAR ENDED DECEMBER 31, 2001 

CONTRlBUT!ONS 

The City contribution rate is required by the state Ja·.v goven1ing the Systein as of Dccc1nber 
3 ! , 2001 and n1il}' be an1..::nded by the Legislature of the State of Texas. The participant 
contribution rate must be at least 6°/a bul \\'US ir:creased ro 9°10, effective October 1993. bv a 
reco1nn1cn<lation of the Rc1ire1nent Bo<ird and an approving vote of the participating 
en1ployces in accordance \Vlth the state ln\v governing the Systcn1. The particip;ll1! 
contribution rate 1nay be anscndcd by the Legislature of the Stale of Texas or by appropriate 
actions of !ht: Retirement Board unJ. t}1c participating einployccs in accordance \vi th the state 
Ill\'.' govcn1ing the System, 

While contribution rcquiren1ents are net actuarially dc!cmlined. state lr.i\V requires that C<~ch 
Systen1 of benefits adopted b:y the System rnust be approved by .a qualified actuary. The 
ac!u<iry certifies that the contribution co1nn1itn1ent by the police officers and the City provides 
:in adequate financing arrange in en!. L'.sJng the entry age actuarial cost n1ethod, the Systcni 's 
nom1al cost is dctc1mincd as a percentage of payroll. The excess of the total co11tribution rate 
over the nonnal cost rate is used to a1nortlze the Systcnt 's unfunded actuarial accrued ilability. 
The nun1bcr of years needed to aniortizc the Systc1n ·s tinfunded actuarial accrued liability is 
detcn11incd using;;in open, !eve! perce111agcof payroll n1cthod, Based on the actun.rinl valuation 
as of Dcccinbcr 3 t, 2001 and tbc Systcn1 provisions at that date, tlie nom1al cost \Vas 20. l 43~'~ 
of pay and the an1ortiza1ion period \vas I S.8 years. 

SECURlTIES ON LOAN 

The S.ysten1 participa1cs in a securities lending probrram sponsored by its custodian (The 
Northc111 Trust Company} under \vhich, for an agreed-upon fee, Systen) O\\·ned invesuncnts 
are lent to a borro\ving financial institution. Under ihis a&rreement the borrO\'\»;;:d securities are 
ultimately returned to the System. As of December 31, 2001, $56,052,566 of the Systcm-
0\Vnt:d in\·csnncnts \Vere in possession of a borro,ving financial institution. 

Securilies arc loaned 'versus collateral that may include cash, U.S. government securities and 
irrc"·ocablc letters of credit. U.S. scct1rities arc loaned versus collateral valued at i02% of the 
n1arket value of the securities plus any acctued interest. Non-U.S. securities are loaned versus 
collateral valued at 105°10 of the market value of the securities plus any accrued interest. 

Non-cash collateral cannol be pledged or sold unless the borro,ver defaults. All securities 
loaJ1s can be tenninated on dcn1and by either the lender or the borro\ver, although the average 
term of S)'Stcn1 's overo!l loans \vas 41 da::/s, 

Cash open collateral is invested 111 a short lcnn invcstrnent pooi, the Core USA Collateral 
Section, \\'hich hi!d an average -..v<!ighte<l 1na1urity of 40 days as of this statement date, Cash 
collateral n1ri)' a[so be i nvcstcd separately in '"tenn loans," i1i i.vhich case the invcstn1ents match 
the loru1 tenn. "fhes:c loans can be terminated on dc1nand by either lender or borro\ver. 
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NOTE 7: 

POLICE RETIREMENT SYSTEM 

NOTES TO FINANCIAL STATEMENTS 

YEAR ENDED DECEMBER 31, 2001 

SECURITIES ON LOAN 

There \Vere no significant violations of legal or contractual provisions, 110 borro\ver or lending 
agcnl default losses kno'>vn to th..: securities lending agent There arc no di\'idcnds or coupon 
paymCil1S O\\'irtg to th~ s::curitics lent Securities lending cami11gs arc credited to the Systcn1's 
accour1l on approxin1ntcl.Y tht: fifteenth day of the follo\ving inonth. 

Indcn1nification deals \Vith !11c situation in \vhich a client's sccuri:ics arc not returned Uuc lo 
the insolvency' of a borro\v..:r and Northern Trust has fidlctl to live up to its conlraclual 
responsibilities relating co if:.~ lending of those securities, !'\onhem Trust's responsibilities 
includL" pi::rf orrn i ng app-ropriace l)o;ro\vcr ar.d co llatc-ral invcstrncnt credit analyses, dcinDnding 
~dcqu:J!C :ypcs and Ievcls of colla:cra~, and con;plying \Vi th applicable Dcpartn1cnt of Labor 
and Fcdc-rJl F'inancial Instttutions Exan1Lnaiio11 Cou11cil regulations cor.ccn1ing sccurltics 
lending. 
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,\ctuari;il 
Valuation 

Datc1 

l 2/J i/97:>.~ 
12.' 3 ! /99·'"0 

1213!/{Jl~/J 

CITY OF AUSTIN POLICE RETIREMENT SYSTEM 

DISCLOSURES IN ACCORDANCE WITH GASB STATEMENT NO. 25 
REQU!RED SUPPLEMENTARY INFORMATION 

' Schedule ofFun<l!ng Progress (Unauditt.:dJ '· 

Entr)' Age 
Actuari<.1l Ac!uariat Unfunded Annual 
\faluc of }\ccn1cd AAL Funded Covered 

r\SSCIS Liability (UAAL) Ra1io Pa}roll' 
(al (AAL) (b-a) (a~1) (c) 

(b) 

SI 68.60 I ,5S4 S'.222,703,396 S54,IOI.8l2 75,7~,Q S47,188,812 
22'6,913,439 257,850. ! 62 30,936,723 88.0 54,695.072 
284,761,203 347.548, l 77 62,786,974 81.9 69,706,749 

1 The Systctr. has biennial valuations. 

UAALasa 
Percentage 
of Covered 

Pa}TOll 
((b-a)ic) 

l i4.6~·0 
56.6 
90. l 

1 Th~ covered p.ayToll is based on the a11nual rJtc of base pay and longevity pay as oftl1c valuntion dare. 
; Eccno1nic and dcn1ographic assunipllons \Vere revised, 
~ Chnngcs in plan benefit provisions \Vere cffccti\'C Scptcrnbcr 1, 1997. 
5 Changes In plan bcnefi; provisions \Vere effective Septen1bcr I. 1999. 
<> Changes in ph:in benefit provisions \\'en:: effccti•v·c Septcn1bcr I, 2001. 

lt Schedule of En1ployc-r {:ontributions (Unaudited} 

r\nnual 
Cont1ibution 

Plan As a Fixed Annual 
Year Ended Pcrcen1age of Required Percentage 

December 31 Payroll' Contribution2 Contributed 

!996 16/18~{,1 6, 154,935 l OO"lO 
!997 18 6.952,258 100 
1998 18 8,254,861 100 
1999 l8 9,288,148 !00 
2000 18 10,046,065 100 
2001 18 11,178,204 100 

1 \\:hen t\vo percentages are sho1-.,,11 for a year. the first one \Vas effective for the n1onths January tltiough 
Scptcnibcr. and the second one \Vas effective for tho::: n1ontbs October through December. 

i TI1c ar.nual r..::i1uir-::d contribution is based on actual covered payroll. 

S;:c. independent :iuditors' report. 



CITY OF Al'STIN POLICE RETIRE;HENT SYSTEill 

D SCLOSURES 1'1 ACCORDANCE WITH GASB STATEMENT NO. 25 
REQUIRED SUPPLEMENT INFORM.'\ TION 

III. Notes to Required Supplen1entary lnfonnation 

The inforn1ation presented in the required supplementary schedules \Vas detc1mined as pa11 of the actu::irial 
valuations at the dines indicated. Additional ir.fonnation as of the latest ai:::tuarii::l valuarion follo\\'S. 

V"aluaiion date (the Syste:n has bie11nial valuations) 

,Actuarial cost nlclhod 

1\n1ortizalion rnetl1otl 

Remnining an1ortiza1ion period 

Asset valuation 1nc1hod 

.i-\ctuarial assuniptions: 

h1Yi;strncnt rate of return. net of ex pc-rises, 
con1pound<!d annually 

Projected salary in:.::rcascs including pfOliiocion 
nnd longevity 

Inflation rate per year 

Po;;trctircn1cnt cost-of~!iving adjustn1cnts 

December J l, 200 l 

Ent!'}' Age 

Level percentage of projected payrolL open 

18.8 years 

5~year sn1ootbcd n1arkel value 

None 

See lndc;:c!1dcn1 auditors' report. 
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AUSTIN POLICE RETIRE!VfENT SYSTE!VI 

ACTUARIAL VALUATION 

ASOF 
DECEMBER 31, 2001 

AUGUST 20, 2002 

'------------- Ruck! ;:i.nl! \\-'i~durn. Inc. ------------~ 
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Augusl 20, 2002 

In accordance '\vitl1 the requirements of r'\rticic 6243n-l in the state la\\', \Vi1icl1 goven1s: the Austh1 
Police Retirc111ent System, an actuarial valuation oftl1e System as of December 31, 2001 has been 
completed, 

Tl1c results of the Dcccn1bcr 31, 200 ! actuarial valuation are described in t11e Summary section of 
the report. A con1parison of the current valuation \Vith t!1c Dcccn1bcr 31, 1999 voluation is also 
discussed in this section. Tl1e comparative valuation balance sI1eets are sI10\vn in Exhibit 1. Exl1ibit 
2 sl10\vs a t1ftccn-ycar projection of the gro'.vth of the S)'Stcrn. Exl1ibits 3 throt1gli 6 summarize the 
System's osscts and development of the actuarial value of assets. Data on botl1 active and retired 
police officers is cot1tained in Exhibits 7 tl1rough 11 \vitl1 Exhibit 12 sl10\ving a historical 
con1parison of tl1c actuarial accrued liability for tl1e active and retired officers. 

A sununary plan description based on the plan effective September 1, 2001 is included as Exhibit 
13. Tl1e actuarial methods and assumptions arc described in Exhibits l 4 tl1rough 19, \Vhict1 include a 
description of the .assumptions that have changed since tl1e prior valuation. Exhibit 20 defines certain 
actuarial tem1s used in this report T11e disclosures required in accordance \vitl1 Statement Number 
25 of the Governmental Accounting Standards Board for the System's annual report are in Exhibit 
21. Th.e disclosures required in accordance \vitl1 Statement Number 27 of tt1e Govemmentnt 
Accounting Standards Board for the City of Austin's financial statements are included in Exhibit 22. 

RMM;RBM:jt 
Enclosure 

Respectfully submitted, 

~la;< /14y 
Felio\v, Society of Actuahfs 

ERJef?;"}3, {)~ 
Rebecca B. Morris 
Associate, Society of Actuaries 
Enrolled Actuary 
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Summary 

Altsti1z Police Relire111ent SysleJJl 
Resrilt~· of Dece1nber 31, 2001 Val11atio1z 

The valuation balance .sheet as of December 3 l, 2001, sho\'m in Exhibit I, reveals that the 
plan has an unfunded actuarial accrued liability of $62,786,974 based on audited assets. 
Total contributions of27% 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 eacl1 police officer is 20.143% of pay. 

Since the 27% of pay contributed on behalf of each police officer is more than the normal 
cost1 the remaining 6.857% of pay can be applied against the plan's unfunded actuarial 
accrued liability. Assuming that the total payroll increases at the rate of 4o/o per year in 
future ,years attributable to general \vage increases, application of this percentage of payroll 
\Vill cause t11e unfunded actuarial accrued liability to be amortized in 18.8 years. 

The valuation balance sheets in Exl1ibit I 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 I, 2001 
(summarized in Exhibit 13). This valuation docs reflect ad hoc pensioner COLAs granted 
January I, 2002 but does not reflect any ad hoc pensioner COLAs \vl1ich n1ay be granted 
Januar;1 1, 2003 or annually thereafter. 111e results sho\vn for the December 31, 1999 
valuation include adjustments made to reflect the September I, 2001 statute changes and the . 
ad hoc pensioner COLAs granted effective January I, 200 I and 2002. 

Bct\VCCl1 these t-..vo valuations. the unfundi:d actuarial accrued liability (UAAL) has 
increased by $12,480,260 (from $50,306,714 to $62,786,974). The primary reasons for this 
change, which have offsetting effects, arc as follows: 

l. The general wage increases for officers on October I, 2000, April 1, 2001, October I, 
2001 and April I, 2002 were 5.4%, I%, 4% and 4%, respectively. Since the actuarially 
assumed general v.'age increase was 4°/o per }'ear, the unfunded liability is 
approximately S l 7,200,000 n1ore than expected .. A.. I though the change in the U.A..AL is 
significant because the pay increases resulted in greater than expected projected 
benefit payments, the aggregate payroll also grew as a result of these pay increases. 
Therefore more contributions \viii 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 period. 
The net effect of the larger than expected pay increases resulted in an increase in the 
amortizution period of 3 years. 

2. The average annual market vaiue rate of return, net of all expenses, during the t\vo year 
period is estimated at I.2%. However, the actuarial value of assets t1sed in the 
valuation and the detennination of the amortization period ls based on an adjusted 
market value. In the last valuation, the actuarial value of assets \Vas less than tl1e 
market value. In tl1e current valuation, the actuarial value of assets is greater than the 
market value because a larger P..Ortion of the :;,ain in l999 is no\v recognized while only 

~-------------- Rudd and \V!sdom. Inc.--------------~ 
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small portions of the relatively· small loss in 2000 and relatively large loss in 2001 arc 
no\v recognized. The resulting average annual rate of return on the actuarial valttc of 
assets~ net of expenses, as of December 31, 200 i is estimated at l 0,5o/o compared to the 
assumed rate of ret1.1m of 8.25%. Therefore, the actuarial value of assets as of 
December 31, 2001 is larger than expected and caused a decrease in the UAAL of 
approximately S 11,200,000 and caused a decrease in the amortization period of 
approximately 5 years. 

3, The change in the actuarial assumption of the assumed rate of in\.·estmcnt return from 
8.25% to 8% caused an increase in the UAAL of $8,800,000 and caused the 
amortization period to incrcusc- by approximately 6 years. 

4. Total contributions in excess of those required to pay the annual normal cost decreased 
the UAAL approximately$ I 0,400,000. 

5. Interest accumulation on tl1c unfunded actuarial accrued liability during the l\vo year 
period between the valuations had the effect of increasing the UAAL approximately 

S8,600,000. 

'[he balance sheets in Exhibit l it1dicate tli,at ti1e number of years required to amortize ti1c 
system's lJA.AL has decreased from 20.3 years as of December 31, 1999 (based on the plan 
provisions effective September I, 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 
t\vo~ycar reduction in the amortization period to 18.3 years \vould be expected if t11c 
experience of the system had been exactly as anticipated. While the plan's UAAL 
i11creased for tl1e reasons described above, the c11ange in the actuarial vaiuatio11 sofuvarc to 
PROV AL resulted in a lo\ver nonnal cost percentage. 111erefore, the net result of the 
increase in ti1c CAAL and the decrease in the nonnal cost percentage is an amortization 
period of 18.8 years. 

In summary, this valuation TC'leals that the tangible assets plus future investment incon1c 
received by the System and future contributions that will be provided by the members and 
the City of Austin will be adequate to pay the benefits provided by the state law governing 
the System as of December 31, 2001. In order for the System to have an adequate financing 
arrangement, contributions must be made that are sufficient to pay for the System's normal 
cost and amortize its unfunded actuarial accrued liability over an acceptable period of time. 
Based on the Texas State Pension Revie\v Board guidelines and the actuarial assumptions 
and cost methods used in this \'aluation, periods of 25 years to 30 years are preferable and 
40 years is the maxln1urn. 

The total contributions of 27% of covered payroll are sufficient to pay for the System's 
nonnaI cost and provide an additional amount that \Vjll result in amortization of the 
unfunded actuarial accrued liability in l 8,8 years. In addition 1 \Ve believe that it is 
appropriate to assu1ne that the police officers and the City \Vill be able to maintain their 
conunitment in future years to contribute 9o/o and 18o/o, respectively, of compensation into 
the System. Conseqttently~ \VC are of the opinion that the System has an adequate financing 
arrangement. 
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Exhibit I 

,'111stin Police f(etire1ne11t Syste111 
Act11arial i/af11atio11 Bala11ce Sl1eets 

Actuarial present value of filture benefits 
a. Payabic to those now receiving benefits 

or entitled to receive benefits 
b. Payable to active members 
c. Total 
Actuarinl present \ral11c of future normal 
cost co11tributlons 
Actuarial accrued liability (Item le-Item 2) 
Actuatinl value of assets 
Unfilndcd actuarial accrued liability (UAAL) 
(Item 3-ltcm 4) 

Total contributions (percent of payroll) 
Normal cost (percent of payroll) 
Percent of payroll available to an1ortizc 
the UAAL 

Annualized covered payroll 
Present annunl amo11nt available to 
amortize the UA<\L 
Years to amortize t11e UAAL 

December 31 ~ 
2001 

$126,231,618 
376,344.983 

$502,576,601 

s 155,028,424 
$347,548,177 
$ 284,761,203 
s 62,786,974 

27.000% 
20.143% 

6.857% 

s 69,706,749 

s 4,779,792 
18.8 Years 

December 31, 
1999* 

$105,252,643 
279 564.124 

s 384,816,767 

s 107,596,614 
s 277,220,153 
$226,913,439 
s 50,306,714 

27.000% 
20.203% 

6.797% 

$ 54,695,072 

$ 3,717,624 
20.3 Years 

*Reflects plan provisions effective September I, 2001, and COLAs of 3% for pensioners 
effective both January I, 2001 and January I, 2002. 
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Exhibit 2 

/!ustin f'ofice /{etirer11c111 S;wtcn1 
Fifieeu~l'ear Projc,~tio11 of Present l'la11 

A101tlhi)1 Estinrated 
Fund ar Contriburious Ncr 1Jencfit RETRO Fund at Ratio of 

ilegi11nit1g by Cit;1 a1ul Invcst1nenl PllJ'fl/CllfS DROP End of Fu11(/ to increase in Year 
Year of Year Incotne & Refunds Lun1p /Junts Year Pavn1ents Arnount Percent 

1997 s 162,927,075 $ 10,523,302 s 19,784,502 s 7,092,191 $ 205,479 s 185,937,209 25A8 s 23,010,134 14.12 ~~ 
1998 185,937,209 12,664,793 20,063,218 8,233,738 879,805 209,551,677 22.99 23,614,468 12.70 
1999 209,551,677 14,048,633 36,935,854 9,221,426 438,297 250,876,441 25.97 41,324,764 19.72 
2000 250,876,441 15,336,155 19,199,820 9,894,431 2,046,971 273,471,014 22.90 22,594,573 9.01 
2001 273,471,014 16,914,200 -12,710,942 11,769,207 1,452,390 264,452,675 20.00 -9,018,339 -3.30 

2002 264,452,675 18.820,822 21,251,000 12,845,216 3,605,962 288,073,319 17.51 23,620,644 8.93 
2003 288,073,319 19,573,655 23,065,079 16,090,377 3,002,944 311,618,732 16.32 23,545,413 8.17 
2004 311,618,732 20,356,601 24,920,353 17,677,215 2,908,025 336,310,446 16.34 24,69.11714· 7.92 

"" 2005 336,310,446 21,170,865 26,854,890 19,335,0•16 3,084,463 361,916,692 16.14 25,606,246 7.61 ..., 2006 361,916,692 22,017,700 28,869,184 21,002,311 3,119,175 388,682,090 16.ll 26,765,398 ?AO 

2007 388,682,090 22,898,408 30,995,704 22,503,608 2,866,381 417,206,213 16.44 28,52•!,123 7.34 
2008 417,206,213 23,814,344 30.251,886 24,080,79•! 2,848,832 447,3•!2,817 16.61 30,136,604 7.22 
2009 447,342,817 24,766,918 35,614,533 25,975,884 3,113,335 478,6'!5,0,!9 16.45 31,292,232 7.00 
2010 478,635,049 25,757,595 38,054,255 28,086,286 3,585,041 510,775,572 16.13 32,140.523 6.72 
2011 510,775,572 26,787,899 40,547,988 30,308,591 4,330,751 5,13,472,117 15.69 32,696,545 6.40 

2012 543,472,117 27,859,415 43,115,152 32,40,l,448 4,520,405 57"/,521,831 15.64 34,049,714 6.27 
2013 577,521,831 28,973,792 45,808,094 34,324,901 4,490,215 613,488,601 15.81 35,966,770 6.23 
2014 613,488,601 30,132,744 48,694,362 36,038,071 3,712,823 652,564,813 16.42 39,076,212 6.37 
2015 652,564,813 31,338,054 51,805,862 37,895,011 3,426,117 694,387,601 16.80 41,822,788 6.41 
2016 694,387,601 32,591,576 55,123,529 39,875,727 3,402,823 738,824,156 17.07 44,436,555 6.40 

A. Dat.1 lor Y'-'lltS 1W/ thr-0ugh 2001 V'ii!S t:t~n fr-0m the 11ru1ua~ r;;ports for those year5. Fund bal:tnr,e -0t bt&inning ;:ind end cf >'-e.ir n•fh>ct th.c market vahH' of th~ sy~lllm's assds. 
lk As$umpti(lns for years :!002 thrcvgh ::Wi6: 

1, Benefilsan.• uSsumed towmmeru:e ina«ord;intewlth the d<'rrwgr<1phic 4. lnvestnl(·J:lf i:o;:ome (11\'t of <'Xpcns<:'s) 111l!l be 8% o.f the aver,1g(.' {und b;1J:111ce 
assumpti-ons used in lh!s Dei':<:>tr1lK'r 31, 2001 actunrlal v.1l!1a1io1~. in each year, 

2. Co~tributions '"ill be 9% of pi1y by the 1nembr:r$ and 18% o[ pay by the dty. S. A 33 ad hoc COLA for p<'1\$lone1;; <'S of J<1nuary 1, 2002 11'a$ icfk'\:t.m but no 
3. Pay, cov('rcd p.1yroll ,\nd r:ontributions lei t'1r:t sytt~·n11viU incn:.»1sc 4% per yc~r. ad l'loc COLAs 1vere 11.~sumed beginning Janu.1ry l, 2003 or th<:"rr.111.:-r. 

Rudd und \lVis:dorn, lnc. 



Exhibit 3 

/lttstin Police Relire1ne11t Syste111 
1Harket Value of Assets as of December 31, 2001 

11ssets 

lnvestn1ents 
Corporate Stocks 
International Stocks 
Real Estate Interests 
Short-Term Investment Funds 
U.S. Go,vernment Securities 
International Securities 
Corporate Bonds 
Partnership Interests 
Total Investments 

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

Total Assets 

Liabilities 

Contributions Refundable 
Other Liabilities 

Total Liabilities 

Net iVarket Value of Assets 
(Assets Minus Liabilities) 

s 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 

$ 163,075 
1,058,419 

788,591 
493,097 

4052 
s 2,507,234 

$ 261,9I8.:l!i2 

47,231 
478,563 

~-------------- Ru<kl and \\l1sdorn, Inc. ---------------' 
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Exhibit 4 

.1lusti11 Police Retire111ent S;1sten1 
Co111pariso11 of ftfarket Va/11e Asset Allocatio11 as of the Prior a11d C11rre11t Act11arial JfaJ11atio11 Dates 

December 3 I, 200 I 

International 
Stocks 
20o/o 

Government 
Sec.& Bonds 

16% 

Domestic 
Stocks 
40% 

\ 

Cash& 
Equivalent 

6% 

Real Estate 
& Partnerships 

18% 

December 31, 1999 

International 
Stocks 
23% 

Government 
Sec.& Bonds 

15% 

Domestic 
Stocks 
40% 

Cash& 
Equivalent 

4% 

, Real Estate 
& Partnerships 

18% 
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Exhibit 5 

Austin Police Retiretnent System 
Develop11:e11t of ,..Jctz1arial V'a/11e of ,,.jssets 

Calc11/atio11 o/2001 rlct11aria/ l1ti'est111e111 Gai1tl(Loss) 

Market Value of Assets as of December 31, 2000 
200 I City of Austin Contributions 
200 l Officer Contributions 
200 l Benefit Payments and Contribution Refunds 
Expected Investment Return at 8.25~t during 200 I 
Expected Market Value of Assets as of December 31, 200[ 
Actual 'Market Value of Assets as of December 31, 200 I 
2001 Actuarial Investment Gainl(Loss) 

Calcr1latio11 of2000 .r1ct11arial l1tvest111e1tt Gai1I/(Loss) 

Market Value of Assets as of December 31, 1999 
2000 City of Austin Contributions 
2000 Officer Contributions 
2000 Benefit Payments and Contribution Refunds 
Expected Investment Retum at 8.25% during 2000 
Expected N{arkct Value of J-\ssets as of December 31, 2000 
Act11al iViarkct Value of ,i\ssets us of Deccn1ber 31, 2000 
2000 Actuarial Investment Gninl(Loss) 

lllstory of r1ct11arial /1Jl!i!Sl111ettt Gai11sl(Losses) 

-rotal Deferred 
Year Gain!( Loss) Percentage 

2001 $ (35,421,602) 80% 
2000 (l ,634,745) 60 
1999 19,999,541 40 
1998 5,048,924 20 

,..Jct11arial V11/11e of ,.tssets 

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 ivtarket Value as of December 3 l, 2001 

r\ctuarial V"aluc as of December 31, 200 I 

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

(13,221,597) 
22,710.660 

s 299,874,277 
264,452,675 

s (35,421,602) 

$ 250,876,441 
!0,046,065 
5,290,090 

(11,941,402) 
20,834,565 

s 275,105,759 
273471014 

$ (!,634,745) 

Deferred 
Gainl(Loss) Amount 

as of December 3 L 2001 

s (28,337,282) 
(980,847) 

7,999,816 
1.009 785 

s (20,308,528) 

$ 264,452,675 
-(20,308,528) 
284,761,203 

211,562, 140 
317,343,210 

s 284,761,203 
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Exhibit 6 

r111sti1t Police Rctirente11t S)•ste1t1 
Hislorical Contpuriso11s of ftfarkel a11d Act11arial Asset J1alr1es 

(Valualio11 as as ofDecetttber 31) 

$ in Millions 

1993 1995 1997 1999 

!•Market Value DActuarial Value I 

2001 

'------------------- Rmldund \V1sdo111. Inc.-----------·---------' 



Years 
of Under 

Scrvii;:c _fil_ 20-24 

0 0 12 
l 0 !9 
2 0 2 
3 0 0 
4 0 0 

s 0 0 
6 0 0 
7 0 0 
8 0 0 
9 0 0 

10 0 0 
11 0 0 
12 0 0 
13 0 0 
14 0 0 

15 0 0 
16 0 0 
17 0 0 
18 0 0 
19 0 0 

20-24 0 0 
25-29 0 0 
30-34 0 0 
35-39 0 0 
4044 0 0 

4549 0 0 
.So+ Jl Jl 

Tot:ils 0 33 

t\ver.lge 
1v1on!.hly 
Sal:uy so SZ,999 

Exhibit 7 

.1111-Sti11 Police Retire111ent Systetn 
Distriburioiz of Police Officers by Age and Service 

Attained A e 

25~29 Jl}..34 35.39 40-44 4549 5~54 55-59 

25 9 2 3 0 0 0 
50 29 ll 6 0 0 0 
21 16 3 2 0 0 0 
37 37 21 4 0 I 0 
36 38 16 3 2 0 0 

29 2& 8 1 0 0 0 
8 ., ,_ 12 0 1 0 0 
5 35 24 6 1 0 0 
0 29 18 6 1 0 0 

18 30 !4 3 0 0 

0 11 ll 6 I 0 0 
0 9 JO 15 6 0 0 
0 0 1 0 0 0 
0 0 13 4 5 1 0 
0 0 10 3 I 0 0 

0 0 16 26 6 1 
0 0 15 34 9 1 
0 0 2 28 II 4 0 
0 0 I 25 17 3 0 
0 0 0 1 I 0 0 

0 0 0 25 102 34 5 
0 0 0 0 20 30 4 
0 0 0 0 1 4 I 
0 0 0 0 0 0 1 
0 0 0 0 0 0 0 

0 0 0 0 0 Q 0 
Jl Jl Jl Jl Jl Jl Jl 

212 294 244 212 189 79 ll 

SJ,564 $3,977 S4,4i0 S5,I37 S5,67S $5,883 $5,978 

··~·-····--
6$ or 

60-64 ~ Total 

0 0 51 
0 0 I IS 
0 0 44 
0 0 100 
0 0 95 

0 0 66 
0 0 56 
0 0 71 
0 0 54 
0 0 66 

0 0 29 
0 0 60 
0 0 2 
0 0 23 
0 0 14 

0 0 50 
0 0 60 
1 0 46 
0 0 46 
0 0 2 

0 0 166 
0 0 54 
0 0 6 
0 0 1 
0 0 0 

0 0 0 

Jl Jl Jl 

l 0 1277 

SS,099 0 S4,549 
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Exhibit 8 
At1slin !'11!ice Jletiren1ent ,))•sfen1 

Historical S1,1t1111al'JI of Grou•t/1 i1t Nu1uber of l.f111trib11ti11g ftfe111bers 

910 960 .. 

198019821984198619881990199219~1996199820002002 

Average annual increase over: 
6-ycarpcriod 1996-2002; 4.9% 

IO-year period 1992-2002: 4,7% 
20-ycar period !982-2002: 4.2% 

L------------------ l{luld and \:\/tsdom. Inc.-----------------·---' 



Male Officers 
ggo;. 

Exhibit 9 
Atistin Police l?.e1iren1ent .\'ys1e1n 

Break,/ou•11 hJ' ~lex of N11111her of Officers a11d Avert1ge Antt11al Rate 
of PaJ' as Reporletl/or tl1e Dece111ber 31. 2001 J/af11ation 

$60,000 .---------~ 

Female Officers 
l 2o/o 

$55,000 

$50,000 

$45,000 

$40,000 

$35,000 

$30,000 

$55,514 

Male Female Total 

'------------------ Rudd an([ \Visdom. Inc. --M~-~~-~--~·"-·-----------' 



w 

'" 

Joint and 50% 
6°/o 

Joint and 
Two-Thirds 

11% 

Surviving 
Beneficiary 

8% 

Vested 
Tcn11inations 

3% Other 
2o/o 

Exhibit 10 
.11ustin J}olice Retire111ent .'i;1stern 

BreakfiOH'll of Pe11sio11ers bJ• TJ'PC a11tl A111111i(l' Optio11 

Joint and I 00% 
24% 

Level Income Options ______ , 
22% 

Straight Li le 
24o/o 

~---------------------Rudd nnd \\/isdorn, Inc.---------------------~ 
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Exhibit ll 

A11sli11 Police Retire111e111 Syste111 

S111111nary Data of Active Police Officers a11d Pe11sio11ers 
as Reported for tl1e Dece111ber 31, 2001 Val11atio11 

Active Police Officers Male Female 

Total Contributing Poiice Officers l, 125 152 

Annualized Reported Pa;Toll S6l,268,670 S8,438,079 

Avemue Annual Rate of Pay S54,46! ~55,514 

--· ~-·· ... -

Monthly 
Pensioners Number Pavment 

Service Retirements by Type of Annuity 
Straight Life 70 S253,465 
Joint and l 00% 69 249,791 
Joint and 50% 16 65,464 
Joint and Two~ Thirds Beneficiary 32 123,686 
Joint and T\vo-Thirds Last Survivor I 4,!60 
Level Income Straight Life 18 66,251 
Level Income Joint and T\vo-Thirds 32 102,654 
Level Income Joint and i 00% 12 48,707 
Fifteen Year Certain and Life 2 7,594 

Total Service Retirements 252 921,772 

Disability Retirements 3 5,267 

Surviving Beneficiaries 24 75,949 

Vested Terminated Officers I _ill 
l 

15,9951 

' 

Total 

l,277 

$69,706,749 

S54,586 

Actuarial 
Present \'aluc 

of Benefits 

531,632,659 
34,702,603 
7,933,643 

16,005,229 
513,227 

6,551,255 
11,831,809 
5,903,290 

961 117 
116,034,832 

598,242 

8,797,009 

_J!Jll,535 

I 
Total 289 s1,018,9_83 I s126,2Jt,61s 

I 
I 
' 
' ' 

~-------------- Rudd and \\!Jsdoni. lnc. --------------~ 

36 



240.0 

220.0 

200.0 

180.0 

160.0 

140.0 
w 

" 120.0 

100.0 

80.0 

60.0 

40.0 

20.0 

0.0 

Exhibit 12 
Atts1i11 l'olice J?e1iren1e11t },'1,s1e111 

llLilorict1l Co11111arisa11s of .1ict11arial .4ccr11ed l~ittbili{rfor Active Officers a11d Pe11sio11ers 
(Preser1t l'la11 Vaf11atio11.s <ts of Dece111ber 31) 

$ in Millions 

1993 1995 1997 1999 

I DActivc Officers •Pensioners I 
200! 

--- !~udd and \\fisclorn, Inc.--------------------~ 



Effective Date 

January 1, 1980 

Exhibit 13 

Az1sti11 Police Retire111ent Syste111 
S11111111ary Pla11 Descriptio11 

Effective Date 0[1l1ost Rece11t A111e11d111e11t 

September 1, 2001 

Ad111i11istratio11 

The fund is administered by a retirement board consisting of l l members. Funds arc l1cld 
by the retirement board, as trustee. 

E111ploJ1ees l11c/11ded 

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. 

E111ployee Co11trib11tio11s 

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

City Co11trib11tio11s 

18% of "Compensation Considered11 for all 11 Employees Included" effective as of October I, 
1996 and thereafter. 

Service Co11sidered 

The number of months during \Vhich 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 follo\ving 
the commission date \vhen no contributions \vere made or reinstating previously forfeited 
service. 

~-------------- Rudd und \,Y;,dom. lnc. --------------~ 
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Co1npe1zsatio11 Cq11sideretl 

Exhibit 13 (continued) 

AllS(in Police Retireme11t Systen1 
S111111nary1 Pla11 Descriptio1t 

Basic hourly earnings consisting of base pay and longevity pay. 

Average Fi11al Co111pe11satio11 

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

Nor111al Retire1t1e11t Dute 

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. 

1Vor111al Service Retire111e11t Be11efit 

A member is eligible for a nonnal service retirement benefit after having reached his 
normal retirement date. The monthly annuity, payable as a life annuity (modified cash 
refund), is 3.00% of "Average Final Compensation" multiplied by years and months of 
11Service Considered. 11 

Disability Be11efit 

A member is eligible for a disability benefit at any age provided he has completed ten years 
of service, because of total and permanent disability from any cause. A member with less 
than JO years of service is also eligible for a disability benefit if his disability is total and 
permanent and is the result of his duties as a police officer. The annuity is computed 
considering service and compensation to date of disability; ho\vever, not less than 20 years 
of service will be used for an occltpationai disability. 

~-------------- Rudd and \Visdom. Inc.--------------~ 
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Deatli Be11efits 

Exhibit 13 (continued) 

,1ttstfn Police Retire1nent ::,~yste111 
S11111111ary1 Pla11 Descriptio11 

If death occ11rs before eligibility· for retirement, the member's beneficiary recei\'es a benefit 
equal to t\vicc tl1e accumulated n1ember contributions made plus allo\vablc interest. 

If death occurs before retirement but after eligibility for retirement and the member had 
elected an optional annuity, tl1e member's beneficiary will be entitled to a monthly annuity· 
calculated as if the member had retired at the end of the month in which he died. A $7,500 
lump-sum death benefit is also payable to the beneficiary. 

If death occi1rs before rctlrcment but after eligibility for retirement and prior to selection of 
an optional annuity a11d, if the member leaves a la\vfully married spouse surviving, then the 
surviving spouse may select an optional annuity or select a lump sun1 benctit equal to t\vice 
the accumulated member contributions made plus alio\vable interest. If the la\vfully 
married surviving spouse dies before ha•ring received benefits eq11al to the amount of 
accun1ulated member contributions, the excess of such accumulated deposits over the 
benefits actually recel\'ed \Vil1 be refunded in one sum to the member's estate. If the 
member leaves no surviving spouse, then the member's designated beneficiary, or if no 
beneficiary exists, the executor or administrator of the estate, may select either tl1e Fifteen 
Year Certain and Life A11nuity or a lump sum benefit equal to t'wvice the accumulated 
member contributions made plus ul1o\vable interest. If an optior1al annuity is selected in lieu 
of a lump sum benefit, a S?,500 lump sum death benefit is payable to the beneficiary. 

If death occurs after retirement, the member's beneficiary receives a benefit equal to the 
excess~ if any, of the accumulated member contributJons plus allo\vable interest over the 
benefits actually received. A $7,500 lump-sum death benefit is also payable upon the death 
of a retired member. Under certain optional pension forms the beneficiary will also be 
entitled to receive a monthly annuity for life or for the remainder of a ce11ain period. 

Vested Be11efit 

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

~--------------- Rudd ;:ind \\fisdon1. Inc, ----------------...l 
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Ter111i1tatio11 of Entploj•ttle11t 

Exhibit 13 (continued) 

A1tsti1z Police Retire1nent SJ1sten1 
S111n111ary Plait Descripiio11 

A member terminating employment for reasons other than service retirement, disability 
retirement or death \Vill receive an amount equal to his contributions to the retirement 
system and accumulated interest. Interest will be credited at the end of each calendar year 
at a rate determined by the system's board of trustees on the member's beginning-of-year 
account balance. 

Optional Payments 

A retiring member may elect an optional form of annuity 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 to Survivor, Joint and Two-Thirds to Last Survivor or 15-Year 
Certain and Life Annuity. 

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

Postre1ire11ie11t Cost-of-Livi11g l11creases 

The Board may authorize an annual cost-of-Jiving adjustment, subject to actuarial approval~ 
not to exceed 61.!lo per year. Postretirement benefit increases will automatically be provided 
when the system's benefit formula as a percent of a''erage compensation for yearS of service 
increases. 
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Exhibit 14 

1l11Sli11 Police Retiren1e11t Syste1>1 

S1tm1nary of Act11arial 1l1etl1ods a11d Assun1ptio11s 

1. Actuarial Cost Method 

2. Amortization of Unfunded 
Actumial Accrued Liability 

3. J-\sset Valuation 

4. Investment Rel\lm (Interest Rate) 

5. Inflation4% per year 

6. Salary Increase Due to 
General \Vage Increase 

7. Salary Increase Due to 
Promotion and Longevity I11crcascs 

8. Total Salary Increase 

9. Interest Credited on Officer's 
Accumulated Contributions 

I 0. Mortality 

a. Active 

b. Retired 

c. Disabled 

11. Retirement Rates 

12. \Vithdra\val Rates 

13. Disability Rates 

Entry Age Actuarial Cost Method 

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

Gains and losses in the market value of assets. 
based on the difference between the acl\lal rate of 
return and the assumed rate of return, are 
recognized in the actuarial va)ue over five years. 
The actuarial value will not be less than 80% or 
more than l 20% of the market value of assets. 

8.0% per year, net of expenses 

4% peryenr 

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

6.8% per year average, Sec Exhibit 16 for the total 
salary increases by year of service. 

5%peryear 

UP-1994 Mortality Tables for males and females 
\vith no projections 

UP-1994 Mortality Tables for males and females 
\vith no projections 

85% of l 965 RRB Disabled Annuitants Mortality 
Table 

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

Expected a\'erage 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 
rates. 

See Exhibit 19 for age-related rates. 
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Exhibit 15 

,·lustitt Police Retiretnertt Sy·sten1 
C/1a11ges i11 .-ict11arial Illet/1ods a11d .4ss111nptio11s 

December 3 I, 200 I December 31, 1999 
Actuarial Assumption Actuarial Assumption 

Investment Return 
(Interest Rate) per year, 
net of expenses 8.00% 8.25~'0 

Salary· Increase due to 2.8% per year average 2.6% per year average 
Promotion and 
Longevity (Primarily 

(See Exhibit 16) (Sec Exhibit 16) 

Sten) Increase 

Salary Increase Total 6.8~/o per y·car average 6.6% per year average 

Rates \Vhich produce an Rates which produce an I Retirement Rates 
average expected rctircn1cnt average expected retire-

age of 52.5* (Sec Exhibit 17) mcntiRETRO DROP age of 
50.6* (~':'':'Exhibit 17) 

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

' 

I 
' 

' 
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Exhibit 16 

Au.stilt Police Retire111e11t ,')yste1n 
S11lary Rate ofl11creasefron1 Year t-1 to Year t 

Used in December 31, 200 I UsedinDeeember31, 1999 
Actuarial Valuation Actuarial Valuation 

Salarv Increases Due to Salarv Increases Due to 
Promotion and Promotion and 

Year of Longevity Longevity 
Service t Increases Total Increases i Increases Total Increases 

I 18.0% 22.01}'0 13.8% 17 .8~.a 
2 11.2 15.2 14.9 !8.9 
3 5.8 9.9 8.5 !2.5 
4 0.9 4.9 0.9 4.9 
5 0.9 4.9 0.9 4.9 

6 7.1 11. ! 5. l 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 
IO 7.1 I I. I 7.l ! I. I 

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 4.3 
!4 7.l l l. ! 7.1 11. l 
15 0.2 4.2 0.2 4.2 

16 7.2 11.2 0.2 4.2 

17 0.2 4.2 0.2 4.2 
!8 0.1 4.1 7.0 J l.O 
19 0.1 4.1 0.1 4.1 
20 0.1 4.1 0.1 4.! 

21 O.! 4.1 0. 1 4.1 
22 

. 
0.1 4.1 0.1 4.l 

23 O.! 4.1 0. I 4.1 
24 0. I 4.! 0.1 4.1 
25 0.1 4.l O.l 4.1 

26-45 0.0 4.0 0.0 4.0 

~------------- Rud<land \V1sdom. ?nc, --------------' 
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Age 

43 
44 

45 
46 
47 
48 
49 

50 
51 
52 
53 
54 

55 
56 
57 
58 
59 

60 
61 
62 
63 
64 

_§5 __ 

Exhibit 17 
/Justin Police Retire111cut Systen: 

.r;er••ice Retiretucut Rates Per 110001'.feutbers 

lJsed In Analysis ofLcgislalivc Changes Effective 
Si:pten1bcr 200 l for Dcc\!n1bcr 31 f 1999 

Actuarial Valuation 
~--

Used for December 31, 2001 Actuarial \ 1aluation 
Entrv Ai~i: Group For Entrv Al cs Under 32 For Entrv Ages 33 and Above 

22& 
33-37138-42 

43 & 
Under 23-27 28-32 Over 

500 

22& 43 & 
Service __ 1fn<lcr 23-27 28-32 Age 33-37 38-42 Over 

23 50 75 160 43 
500 24 ' 200 200 200 44 

i 

500 
500 
500 

25 250 250 250 45 
26 300 i 300 300 46 I 
27 50() 400 350 47 

500 500 28 500 400 400 48 
500 500 29 500 400 500 49 

500 400 30 500 500 500 50 
500 400 
500 400 

31 500 500 500 51 
32 500 500 1000' 52 

500 400 500 33 500 500 53 
500 400 500 34 500 500 54 

600 500 325 600 35 600 500 55 200 
600 500 325 400 
600 500 350 300 

36 600 500 56 250 ,_ 
600 !0002 57 300 Of ' 600 500 350 300 300 

600 500 350 300 ! 300 ' ' 
38 600 58 350 
39 600 59 500 

!000 IOOO 1000 1000 3r _) 40 600 60 !000 500 
325 
350 800 

41 !~~~' 61 350 
42 62 350 80() 

350 400 63 350 400 
350 400 64 350 400 

·----- !000 1000 
~ 

65 IQOQ.~~ 1000 
Overall \Vcightcd Average Expecte{i 

lletire111ent/RETRO DROP Ago3 ! 50.6 Overall \Vciuhted /;.\'erai'c Exoccted Retircn1e11t J-\ue? 52.5 
1 A<ldition::i.I :tssuinptions include 75%, of tho~e retiring ::iliet the firsE year d1g1blc !-0 re( ire ;vill elect the RETR() DROP anti :ire assumed to elect the ni:1xin1tim RETRO DROP period allo1\-;1blc. 
~ 100·,~ rcllr.:rnent rate '"'ill be i:ffe~tive :it ar,t 60 if curlier. 
l O;i5cd on Di;;,:c1nbcr 3 ! , 2001 o!llccr da1a. 
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Exhibit 18 

.11ustin Police RetiretitenJ S)1Ste1n 
Withdrawal Rates Per 1,000 Members* 

Years of Service \Vithdrawal Rates 

0 lOO 
I 20 
2 20 
0 20 ~ 

4 20 

5 20 
6 20 
7 20 
8 20 
9 I 20 

10 20 
l I 17 
12 14 
13 10 
14 5 

15 0 
16 0 
17 0 
I& 0 
19 0 
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Age 

20 
21 
22 
23 
24 

25 
26 
27 
28 
29 

30 
31 
32 
33 
34 

35 
36 
37 
38 
39 

Exhibit 19 

,"1l1sti11 PoliL'e Retire111e111 S;1sten1 

DisabililJ' Rate~; Per 1,000 11'le111hers* 

Disability 
Rates Age 

0.14 40 
0.15 41 
0.16 42 
0.17 43 
0.!8 44 

0.19 45 
0.21 46 
or ·-" 47 
0.25 48 
0.28 49 

0.3 l 50 
0.35 51 
0.40 52 
0.45 53 
0.49 54 

0.52 55 
0.54 56 
0.57 57 
0.62 58 
0.73 59 

60 
61 

62 and later 

Disability 
Rates 

0.92 
l. !4 
l.32 
l.48 
l.73 

2.09 
2.55 
2.98 
334 
3.62 

3.79 
3.92 
4.04 
4.24 
4.56 

4.90 
532 
5.86 
6.60 
7.53 

9.11 
11.72 
0.00 

* Rates are for disabilit}1 due to all causes, and occupational disability rates are assumed to 
be 55o/o of at! cause rates. 
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Exhibit 20 

,-1ztsti11 Police Retiren1e1;t Syste11l 
Defi1iitio11s 

l. Act11r1riul cost 11iet/1od - A procedure for determining the actuarial present v·alue of 
pension plan benefits and for developing an actuarially equivalent allocation of such 
\'alue to time periods in the fonn of a nonnal cost contribtition rate and n.n a<:tuarial 
accrued liability. 

2. .4ct11ariall;• eq11ivale11t ~Of equal actuarial present value, determined as of a given date 
with eacl1 value based on the same set of actuarial assumptions. 

3. ,,.1ct1tarial prese11.t valr1e - The value of an an1ount or series of amounts pa}rabie or 
receivable at various times in the future~ determined as of a given date (the valuation 
date) by the application of the actuarial assumptions. 

4. Entry Age Actuarial Cost iWetlwd - A method under which the actuarial present value 
of projected benefits of each individual included in the valuation is allocated on a level 
basis over the earnings of the individual ber.vcen the entry age and assumed exit. Entry 
age is calculated as the difference bet\vecn the attained age and the years of service 
credit as of the valuation date. Service is assumed to be continuot1s. 

5. Norn: al cost co11trib11rio11 rate - TI1at portion of the actuarial present value of benefits· 
which is allocated to a valuation year by the Entry Age Actuarial Cost Method. [t is 
expressed as a percent of con1pensation and is equal to the actuarial present value at 
hire of projected benefits divided by the actuarial present value at hire of anticipated 
future compensation. It is calculated for each individual and summed for the entire 
group. 

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

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

8. :1l'/11arial va/1,e of assets - The \'aluc of cash, jnvestrnents, and other property 
belonging to a pension plan, as used by the actuary for the purpose of an actuarial 
valuation. 

9. Act11arial gai11 or loss - A measure of the difference bet..·v-een actual experience and that 
expected based upon a set of actuarial assumptions, during the period bet1veen t\vo 
actuarial valuation dates. 

~---------------- Rudd and \Visdom. Inc. ---------
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Exhibit 21 

,,111sti11 Police 1?.etire1>1e111 Syste1n 
Disclosl1res i11 Accorda11ce >vit/1 G11SB State111e11t tVo. 25 

Req11ired Si1pple111e11tary l1ifornzatio11 
for tlte Syste1n 's Fi11a11cial Staten1e11ts for Fiscal Year 

E11tli11g Dece11rber 31, 2001 

I. Schedule of Funding Progress 

Entry Age UAAL as a 
Actuarial Actuarial Accrued Unfunded Annual Percentage 
Value of Liability AAL Funded Covered of Covered , , ' 
Assets (AAL) (UAAL) Ratio PayroU- Payroll i 

(a) (b) (b- a) (alb) {c) ((b - a)/c) 1 

' s16s,601,ss4 s222,103,396 $54,101,s12 75.7% $47,188,812 114.6% r 
226,913,439 257,850, 162 30,936,723 88.0 54,695,072 56.6 i 
2s4,761,203 347,s4s,111 62,186,974 si.9 69,706,749 90.1 1, 

"===~~='=~~~='=~~~~~~~~~.~""""'~~~~~~,,,dj 
1111c System has bii:nni[l\ valuations. 
'.Thr: covered p>1)TOll is b:!Scd on the a.'1nu:il r.:i!c of base p;iy :i:id longe.,.1ty p;iy as of lhc valu:ilion dale, 
'Economic and Ccmogrilphic Msuiriptions \Y<,'TC revised. 
4Ch>ingcs in p~an bt'1'1Cfit provisions \Vere cffcc!1vc Sc:y:c;nlx;; i, 199"7. 
lCh:i:ng.cs in p-l:in b~":l.:!'it provis:ons. \Vt."re cfH:-cliYe Scplember l, IS-99. 
"Ch:rngcs in ph1n bcrieiit provisions \vcrc effcc:ive Sep1cmber l, 2C-Ol. 

II. Schedule of Employer Contributions 

Annual 
Contribution 

Plan As a Fixed Annual 
Year Ended Percentage of Required 

December 31 PU}TOll
1 Contribution2 

1996 16/18% $ 6,154,935 
1997 18 6,952,258 
1998 18 8,254,861 
1999 18 9,288,148 
2000 18 10,046,065 
2001 18 11,178,204 

Percentage 
Contributed 

100% 
100 
100 
100 
lOO 
lOO 

1\Vhen r.vo pcn:cn1agcs are tho\vn for a yc:;r, the firs1 ont \v.;is <::ff<:ctive fer the mcr:t.1s January 
through September, and the second one \VilS effective for the montJ1s October through Dix:cmber, 

1ne annt:a! required contribution is based or. :11.~ual co~·crcd payroll. 

'---------------- Rud<l .und \Visdom. Inc, ---------------~ 
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Exhibit 21 (continued) 

11:1stit1 Police l?etire11ze11t Syste1u 
Disclos11res itt Accorda11ce H,.ftli GriSB State111e11t No. 25 

Req11ired S11pp/e111e11tary1 l1ifor11tatio11 
for tl1e Syste111 's Fi11a11cial State11tet1ts for Fiscal Year 

Endi11g December 31, 2001 

III. Notes to Required Supplementary Information 

The infonnatlon presented in the required supplementary schedules was determined as part 
of the actuarial valuations at tbe dates indicated. Additional information as of the latest 
actuarial vaiuation follows. 

Valuation date 
Actuarial cost method 
1\mortization method 
Remaining amortization period 
Asset valuation method 
Actuarial assumptions: 

Jnvestmcnt rate of return, net 
of expenses, compounded annualJy 

Projected salary increases including 
promotion and longcv·ity 

Inflation rate per year 
Postretircmcnt costMof~living adjustments 

December 31, 2001 
Entry Age 

Level percentage of projected pa;Toll, open 
18.8 years 

5~year smootl1ed market value 

8.0% 

4.0o/o to 22.0% per year, averaging 6.8% 
4% 

None 

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

A. PLAN DESCRIPTION 

The Board of Trustees of the City of Austin Police Retirement System is the 
administrator of a single-employer defined benefit pension plan. The System is 
considered part of the City of 1\ustin's financial reporting entity and is included in the 
City's financial reports as a pension trust fund. 

The System was originally established in 1979 by a City 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 bcncfi15. Benefits vest after 10 years of credited 

~-------------- Rudd Dr.d \Visdom. In.:::. ---------------' 
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Exhibit 21 (continued) 

Ai1srin Police Retire1ne1?! S)'Sle111 

Disclos11res i11 Accorda11ce Ji•it/1 G°E1L)B State111e11t No. 25 
Ret/ltired .. )1111ple1ne11tary /1ifor111atia11 

for tlte S;•ste111 's Fi11a11cial State111e11ts for Fiscal Year 
E111li11g Dece111ber 31~ 2001 

service. Participants may retire \Vith 23 }'ears of service excluding any military 
service credit regardless of age, or at age 55 \\'ith 20 years of service or at age 62. The 
monthly benefit at retirement is payal>le as a life annuity (modified cash refimd}. 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, 
200 I, the RETRO DROP provisions were changed to require rhat a participant must 
have 23 years of creditable service \Vith the retirement system excluding any military 
service credit on the date the participant elects for the RETRO DROP benefit 
compt1tatioi1 date. 

Distributions to officers or their beneficiaries arc also available in the event of total 
and pennanent disability, provided the officer has completed 10 years of service or 
tl1e injury \vas sustained during the performance of crnplo)'ment duties, or upon 
death. The terms of benefit payments arc determined by certain elections made by 
the officer, their level of earnings and length of service. Payments to officers or their 
beneficiaries 1nay be increnscd or decreased annua]ly on an ad l1oc basis by the 
an1011nt of increase or decrease in the Consun1cr Price Index 1 lin1ited to 6o/ci per year, 
and subject to t11e approval of the Rctiren1cnt 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 
follo\ving mcn1bership status of the System \Vas reflected in the actuarial valuation as 
ofDcccmber3l, 200!: 

Retirees and beneficiaries currently receiving benefits (279) 
and terminated employees entitled to future monthly 
benefits (!OJ 

Current participating members 

Total 

~-------------- Rudtl und \\1isdom. lnc. ----
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Exhibit 21 (continued) 

/i11sli1z Police Retire11le11! 5)1ste11z 

Disclosr1res i11 .1fccorda1zce }Vitlz G.r1SB State111e11t i'lo. 25 
Reqt,fred Sttpple111e11tary l1ifor111atio11 

for t/1e S)1Ste11z 's Fi11a11cial State111e11ts far f"iscal Year 
E11di11g Dece111ber 31, 2001 

B. CONTRJBUTIONS 

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 9o/o of tl1eir basic compcnsntto11 to the System, T11c City is 
required to make contributions equal to 18~~ of basic compensation and may 
auti1ori2c additional contributions. 

The City contribution rate is required by the state law governing the System as of 
December 31, 200! and may be changed by amendment made by the Legislature of 
tl1c State of Texas. T11e participant contribution rate must be at least 6% hilt \V<lS 

increased to 9o/o effective October 1993 by a recommendation of the Retirement 
Board and an approving vote of the participating members in accordance witl1 the 
state la\v goven1ing the Sy·stem. 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 \Vith the srate la\v governing 
the System. 

Wl1ile contribution requirements are not actuarially determined, state la\v reqt1ires 
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 detcnnined 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. 

----------- Rudel and \V1sdon1, Inc. --------------~ 
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Exi1ibit 22 

A11sti11 Police Retire1ne11t s_.vste11i 
Disclosttres i1t riccorda11ce JVillt GASB Stale111e1tt No. 27 
1''otes to tlte Fi11a11cial State111e11ts for tl1e City of .f'111:;ti11 

for tl1e Fiscal Year E11di11g Septe11tber 30, 2002 

I . .<-\nnual Pension Cost 

For the fiscal year ending September 30, 2002, the City's annual pension cost of$ * 
for the i\usttn Police Retirement System \\'as equal to the City's required and actual 
contributions. \Vhiic the required contributions \Vere not actuarially determined but \:Vere a 
fixed 18o/o of the basic compensation~ conststing 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 l1aving an adequate financing arrangement. Th.e required contributions \Vere 
reflected in the December 31, 2001 actuarial valuation, which satisfied the parameters of the 
Governmental Accounting Standards Board (GASB} Statement No. 27. The Entry Age 
Actuarial Cost Ivlethod \vas i1sed, \Vith the normal cost calculated as a level percentage of 
payroll. 

The actuarial assumptions included an investn1ent return assumption of 8.0o/o per year (net of 
a<ln1inistrativc expenses), projected salary i11crcascs ranging fro111 4% to 22o/o and averaging 
6.8o/o per year, and no postrctircn1ent cost-of-living adjustments. An inflation assuinption of 
4S.-Q per year is included in the investment return and salary increase assumptions. ·1·hc 
actuarial value of ussets \Vas detcnni11cd using a n1ctl1od that smooths the effects of short­
tenn volatility in the fair ·value of investn1ents over a five-year period. 1'hc unfur1dcd 
actl1nrial accn1cd liability (U;\AL) is an1ortizcd \Vitl1 the excess of the total contribution rate 
over tl1c non11al cost rate. The nun1bcr of years needed to amortize tl1e UA.AL is determined 
using an open, level percentage of payroll nictl1od, assuming that the payroll \Vill increase 
4o/o per year, and \Vas I 8.8 years in tl1e December 3 l 1 200 I actuarial valuation. 

II. Tbree-Y car Trend Information for the 
.-'\.ustin Police Retirement Syste1n 

I .A.nnual Percentage Contribution as Net II 
Fiscal Ii Pension of APC a Percentage I>ension I 
Year Cost (APC) Contributed of Payroll Obligation I. 

Ending I I 
l;-------1!--------+-------+--------+-------<,, 
•. 0913012000 S~*- I 00% 18% SO I 
· I, 100 18 o :' 091301200 l * 

0913012002 i ==·-- i l 00 18 0 j 

*City \Vilt be abl~ to detennine these amounts from their accounting system since there is 
no net pension obligation. 

~--------------- Rudd und \Vi£don1, l:1c\ ---------------~ 
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Exhibit 22 

,411s1i11 Police Retire111ent S;'sfe111 
Disclos1,res i11 ..11cl'orda11ce JVitlz G/1SB Stnte11ze11t No. 27 
JVotes to tlze Fi1za1zcial State1ne11tsfor t/1e Clty of A11sti11 

for tl1e Fiscal Year E11di11g Septen1ber 30, 2002 

HI. Schedule of Funding Progress 

Entry Age 
Actuarial Actuarial .r\ccn1ed Unfunded .A..nnual 

' IUAALasa 
Percentage 

J-\ctuarial Value of Liability AAL I Funded Covered of Covered 
Valuation Assets (AAL) (UAAL) Ratio ' Payrolt Payroll 

Date1 (a) (b) (b- a) I (alb) (c) ((b - a)/c) 

12/3 !/97'·' $168,601,584 $222, 703,396 S54,IOI,812 I 75.7% $47,188,812 114.6% 
l 2/3 l/993

'
5 226,913,439 257,850.162 30,936,723 l 88.0 54,695,072 

12131/0J'·' 284,761,203 347,548, 177 62,786,974 ! 81.9 i 69,706,749 
1·n:c System has bicnni;i! v~h1~:ions. 
~c covered jH>)Toll is based on the annual mtc ofb;;se pay :ind longevity p:iy as of the v.uh::i.!ion C:ile. 
'Economic :u1d tlcmogrophic assumptions were revised. 
~Ch:uigcs :n plnn bt11ef:l provisions were cffecrivc Scp1cmbt.'f I, 1997. 
5(Jiungcs in plan lx"ncfi! provisions \Yctc effective Septcn1bcr I. 1999, 
bCh;ingcs in plM OCnefil provisions \Vere effective Scptcmbt't l, 2001, 

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

A. PLAN DESCRIPTION 

56.6 
90. l 

The Board of Trustees of the City of Austin Police Retirement System is the 
administrator of a single-employer defined benefit pension plan. TI1e System is 
considered part of the Cit)' of Austin's financial reporting entity and is included in the 
City's financial reports as a pension trust fund. The Plan issues a stand alone report 
tl1at is available from the Retirement Board. 

The System was originally established in 1979 by a City Council ordinance. Effective 
i\ugust 1991, the System is gov·erne<l by· state la\V \Vith plan amendments n1ade by the 
Legislature of the State of Texas. The System prO\'ides retirement1 dcath1 disnbilit}' 
and \Vithdra\val be11efits. Benefits vest after l 0 years of credited service. Participants 
may retire \vit]1 23 years of service excluding any military service credit regardless of 
age; or at age 55 \vith 20 years of service or at age 62. Tl1e monthly· benefit at 
retirement is payable as a life annuity (rriodified 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 nlonths of service. 

~--------------- Rudd and \Visdorn, Inc. ----------------' 



Exhibit 22 

,-J1tsti11 Police Retire111e1lt S)-'Stern 
Disclosltres i11 ,;Jccorda11ce tvit/1 G.1JSB State111e11t l'lo. 27 
JVotes to tl1e Fi11<l.11cial State111e11ts for 1/ie City of A11,sti11 

for the Fiscal Year Emling September 30, 2002 

Effective September 1, 2001, the RETRO DROP provisions were changed to require 
that a participant must i1a\'C 23 years of creditable service \Vitl1 t11c rerirernent s,ystcm 
excluding any military service crc(lit on tl1c date t)1c participant elects for the RETRO 
DROP benefit computation date, 

Distributions to officers or their beneficiaries arc aiso U\'ailablc to the event of total 
r111d permanent disability> provided tl1c officer l1us completed 10 years of service or 
tl1e injury \Vas sustained during the perfom1ancc of employment duties, or upon 
death. Tl1c tcrrr1s of benefit pa::,.rmcnts arc detennined by certain elections made by 
tl1c officer, their level of earnings and length of service. Payxnents to officers or tl1cir 
beneficiaries m<:ry be increased or decreased annually on an ad 11oc basis by ti1c 
amount of increase or decrease in th~ Consumer Price Index, limited to 6o/o 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 
follo\ving mc111l)crshjp status of r11c Systcn1 \Vas reflected in the actuarial valuation as 
of December 31, 200 i: 

Retirees and beneficiaries currently receiving benefits {279) 
and tenninated employees entitled to future monthly 
benefits ( 10) 

Current participating members 

Total 

B, CONTRIBUTIONS 

289 

l 277 

1,566 

The System is funded by biweekly contributions from lhe basic compensation, 
consisting of base pay and longevity pay, of police officers and by contributions from 
the City, Under the pmvisions in eftcct on December 31, 2001, participants are 
required to contribure 9% of their basic compensation to the System. The City is 
required to make contributions equal to 18% of baste compensation and may 
authorize additional contributions. 

Thi! City contribution rate is required by the state la\v governing the System as of 
December 31, 200! and may be changed by amendment made by the Legislature of 
the State of Texas. 'I'hc participant contribution rate must be at least 6% but \Vas 

~-------------- Rut.Id und \Visdon1. Inc, -----------·---.,,_. 
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Exhibit 22 

.1111sti11 Police Retire1nent Sysle111 

Disclos11res i11Accorda11ce1vitl1 GASB State111e11t No. 27 
Notes to t/1e Fi11a11cial State111e11ts for tlte City of A11sti11 

for the Fiscal Year Ending September 30, 2002 

increased to 9% effective October 1993 by a recommendation of the Retirement 
Board and an approving vote of the participating members in accordance \Vith the 
state la\V governing the System. T11e 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 \Vith the state la\v governing 
the System. 

W11ile contribution requirements are not actuarially determined, state la\v 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 tl1e entry age actuarial cost 
metl1od, the System's normal cost is determined as a percentage of payroll. The 
excess of tl1e total contribution rate over the normal cost rate is used to an1ortize the 
System's unfunded actuarial accrued liability, and t11e 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 ach1arial valuation as of 
December 31, 2001 and the Plan provisions at that date, the normal cost \Vas 20.143% 
of pay and the amortization period \Vas 18.8 years. 

'----------------- Rudd and \Visdom, Inc. ------------------' 
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SUMMARY OF INVESTMENTS 
DECEMBER 31, 2001 

Corporate stocks 

International stocks 

Real estate interests 

Short-term investment £unds 

U.S. Government securities 

Int 1 1 Government securities 

Corporate bonds 

Partnership interests 

Total 

Market 
Value 

105,806,557 

51, 736, 728 

42,177,893 

13,747,879 

28,926,494 

10,867,247 

2,576,526 

6,631,912 

262,471,235 

SUMMARY OF INVESTMENTS 
DECEMBER 31, 2000 

Corporate stocks 

International stocks 

Real estate interests 

Short-term investment funds 

U.S. Government securities 

Int'l Government securities 

Corporate bonds 

Partnership interests 

Total 

Market 
Value 

105,427,226 

60,755,098 

39,742,698 

10,575,260 

32,172,957 

8,683,105 

3,774,868 

10,284,571 

271,415,783 
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Percent 
Of Market 
Value 

40.3% 

19.7% 

16.1% 

5.3% 

11.0% 

4.1% 

1.0% 

2.5% 

100% 

Percent 
of Market 
Value 

38.8% 

22.4% 

14.6% 

3.9% 

11.9% 

3.2% 

1.4% 

3.8% 

100% 



Year 

2001 
2000 
1999 
1998 
1997 
1996 
1995 
1994 
1993 
1992 

INTEREST PAID TO MEMBERS 
(10 Year History} 

Interest Paid 

4.0% 
5.0% 
5.0% 
5.0% 
5.0% 
5.0% 
5.0% 
5.0% 
4.5% 
5.5% 

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

The Board of Trustees annually determines the amount of interest paid on 
members' accumulated deposits, taking into consideration the performance 
of the Fund 1 s investments and the actuary's recommendations. The actuary 
considers what funds are necessary to pay all the benefits that retirees 
and their surviving beneficiaries are entitled to 1 as well as the expected 
liability for curt~ent officers w·ho w·ill so1neday retire. 

Retirement interest is paid at the end of the calendar year based on the 
amount that eacl1 officer had in the syste:n on the first day of that 
calendar year. For instance, if you had $1 1 000 on January 1 1 and on 
December 31 1 you had $1,500, your interest for that year would be based on 
the $1, 000 you had in the sys·tem on January 1. In order to obtain that 
interest, your money must have remained on deposit for the entire calendar 
year. 
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COMPARATIVE STATEMENT OF MEMBERSHIP 

RETIREMENT SYSTEM 2001 2000 

Total Nuwber of Members, January 1 1183 1169 

Add: Ne\>J ~'iembers 192 86 
Ded~ct: Men'!bers Terminated (39} (40j 

t-1embers Transferred to Retiree System (31) (22) 

Total Membership, December 31 1305 1193 

Deduct: Ir:iactive Vested r1embers ( 10) {10} 

TOTAL ACTIVE: f'.1E:MBERS, DECEMBER 31 1295 1183 

RETIREE SYSTEM 

Total Number cf Merrbers, January 1 249 230 

Add: t•1embers Transferred to System 31 22 
Deduct: f4e(l'bers Deceased (2) ( 3) 

278 .. 249. TOTAL RETIRED MEMBERS, DECEMBER 31 
~----~~~ 
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PENSION PLAN GUIDE 

GOVERNING PENSION LAW 

The City of Austin Police Retirement System was established on 
November 29, 1979 by authorii::y of a state lav; passed in 1979 (Vernon 1 s 
Annotated Civil Statutes, Article 6243-L}, and became statutorily 
governed by Ar~icle 6243n-1 on August 26, 1991. 

ADMINISTRATION 
'I'he fund is administered by a Board of Trustees consisting of {11) 
mernbers; five active police officers and two retired police officers 
elected from among its membership, one qualified voter appoi~ted by the 
Board of Trustees, the City Manager (or designee), the Director of 
Finance {or designee}, and one Council t4ember. 

An administ.rative pension office and staff have been established ta 
better serve the member, retiree's and their beneficiaries. 
Administrative costs and expenses for professional services rendered are 
paid by the fund. 

RETIREMENT FUND INVESTING 

'!'he COA-Police Retiremer..t Systern 1 s Fund m:::i!1ies are invested according to 
require:Tlents prescribed by the system's scatutory plan and further 
defined in r.he Board's 'Stat·:::rner!t of Investment Policy and Guidelines'. 
'fhe investmer1ts provide returns that help fund tl1e monthly retirement 
allo..,1ances and other benefits paid by the system to its members and 
beneficiaries. 

MEMBERSHIP REQUIREMENTS 

All Cadets, effective April 1998, enrolled in the Police Academy 
Training while employed v1ith the City of Aust:ir. Police Department: and 
who thereafter are corn;uissioned officers, becc-me members upon date of 
employment with the PoliCe-Retirement System. 

All full time staff employees who have successfully completed six months 
of probationary ser1."·ice at the ?ension Office. 

CONTRillUTIONS 

Police Officer: Each member of the system contributes 9% of base pay 
each pay period by payroll deduction. Overtime or special pay is not: 
included. Contributions continue until a member 1 s withdrawal by 
t:erminacion or retirement. 

60 



City of Austin: The City of Austin contributes 18% of every member's 
base pay each pay period. Once it becomes a part of the retirement. 
ftind, the Cicy· 1 s contribt1t.ion is invested for the bcnefi:: of all active 
employees and made avai2«:lble to pay benefits to them at retirement. 
Most. retirees receive benefits equal to all their own contributions and 
incerest, through their monthly annuit:y payrnents, within ttvo or tf~rec 

years after retiremer1t. Because of the contributions made by the City 
arid the interest earned on the Fund's investments, rnoney is available to 
continue payi~g each retiree monthly benefits according to their 
selected optio::: as long as they li,,~e, long after their o'.-m cont.::-ibutions 
have been received. 1ile are also able to provide on-going lifetime 
benefits to the surviving beneficiaries of deceased retirees according 
to their selected option as ;,vell as provide a cost of living adjustment 
(COLA) for retirees. 

RETIREMENT ELIGIBILITY 

Normal, unreduced retirement: 

Officers are eligible far no:rmal, unred'..l.ced retirement when they meet 
one of the following age and service req'Jire1nent:s: 

* Age 55 and 20 years creditable service 

Any age and 23 years creditable service. 

* Age 62 and any nu:nber years of creditable service. 

CREDITABLE SERVICE 

Creditable service is se1~vice that is used in computing !:'eti!:'ement 
benefits. ?here are five types of creditable service: 

1. Membei;ship Service-The employment period during which a member makes 
payroll contrib~t1o~s to the fund. 

2. Probationary Service-Credited 
coramission date to retire start 
same date. 

service may be 
date i~ the event 

purchased from 
they are nor: the 

3. Premerrbership Military Service-Credited service may be purchased for 
up to tv10 years of active federal duty military service prior to 
employment. 

4. Current Military Service-Credi::ed service may be pL4rchased for 
approved absence from City er:iployment for military service within 
5 years of reemploymen~, 

S. Forfeiture service-Credited service may be purchased for prior 
Austin Police Retirereent System me~~ership. 

6 ~ Cadet Service-Credit service may be pi.lrchased from cadet enrollment 
date to cornrnission date in the ei;ent they are not the same date. 

61 



RETIREMENT BENEFIT LIFE ANNUITY CALCULATED 

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

5000.00 
A;lerage monthly salary for highest: 36 months of last 10 years 

of contributing service 

23 x 3.oi ~~-=~~~~$~374~s~o~-~o~o..,,-~~--,.,--~ Total years of merr~ership Basic monthly life annuity 
service 

3. 0% multiplied by years of rr.errbership ser.rice times averaged rnonthly 
salary for tlle highest 36 mor.ths of the last ten years of contributing 
service. 

RETIREMENT OPTIONS 

The Police Recirenent Sys:.em p'.!:"ov·ides seve~al options under \·1hicf1 
monthly benefits may be paid. The options belov1 require submission of 
·verifiable inforrnat:io!1 ::o determine calculatior1. Note: A member rr..ay not 
change their chosen option once they have already· ret:ired, 

Life Annuity 

Option I 

Option II 

Option III 

Option IV 

Option v 

Basic monthly benefit entitle:ner:t based on service 
and av·erage salary, payable only to the rr.ember for 
life. 

100% Joint and Survivor Benefit 

50% Joint and Survivor Benefit 

66 2/3% Joint and Survivor Benefit 

Joint and 66 2/3% Last Survivor Benefit 

Fifteen year Certain and Life Anni.Lity 

The options t>Jhich include benefits to a survivor are figured according 
to the ages of bot!1 member and surviving beneficiary included in the 
plan. A member 1 s benefit is permanently reduced if an option is chosen 
that provides sur'l.t~vor benefits to a beneficiary. This reduction is 
applied to the merrher's basic benefit relative to the option the member 
chooses. The reduction of mewber benefi~s is necessary to pay for the 
continued benefits the surviving beneficiary is expected to receive. 
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RETROACTIVE DEFERRED RETIREMENT OPTION PLAN 

The ret.rcactive deferred ret:irerne::t option plan, referred co as RETRO 
DROP Option, is a or:.e-time benefit paid at retirement t1ith a reduced 
monthly retirement benefit, To be eligible a member must qualify with a 
normal service retirement of 23 years at any age, excluding pre­
membership military service credit. The maximum amount of service to be 
used in computation of the RETRO DROP after normal service retirement of 
23 years, excluding pre-membership service credlt is 36 months. 

On the elec::ion of RETRO DROP a;;d the selection of the RE7RO DROP 
benefit co1npute:tion date, :.he member's rnorithly retire:r:ent opticn is 
computed as if the mernber had retired on the RETRO DROP benefit: 
computation date. The RETRO DROP benefit balance will include the 
accumulate(J monthly benefits after years 'd retiree COLA'S, 
multiplier inc:ceases, merr.ber contributior's ar1d a 5% sirnple interest 
calcula~ion on December 3lnt for balances on deposit as of January l 5 t of 
the sarr.e calendar year. 

11.. mernber i,:ho elects RE'rRO DROP receives a one-time benefit with a 
reduced monthly retirement benefit at retire~ent date. 

Certain selections of options and beneficiary des1gnations other than a 
surviving spouse may have adverse consequences under the Internal 
Revenue Code of 1986, which may cause a reduction in the amount of 
benefit payable. You are urged to consult your attorney or tax advisor 
prior to a final selection of an option. 

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

Inst.ead of a single lump-sum payrr.e~t, a member may elect to receive 
part..'.._.al paymer:.t:S frorr, the memberT s RETRO-DROP balance or PROP account 
for each calendar year, in an amoun:. elected by the merober. A T;1e1f!ber 
;vho elects partial payrr.ent:s in the PROP accoun':: rnay, at any ti~e, elec:: 
t..o receive the member's entire remaining !?P.O!? account. balance in a 
single lump-sum payment 1 v1ith the payment to be made LL"'.l.der rules adopted 
by the board. 

If a member elects partial pay:ner.ts, the tr.ember's RETRO DROP balance or 
PRO? account sf-,al2. be credited Y:ith earnings or losses of the system 
~·1hile funds rer:iai::: in the account. These earnings or losses will be 
determined at an annual rate established under a rule adopted by the 
board, Yihich can be amended by board rule. 

RETIREMENT OPTION'S AFFECT ON BENEFICIARY 

If a retiring member selects the Life Annuity the rnonthly benefit stops 
at the death of the mem:cer, at t..rhich tirr.e an arnount equal to the excess, 
if a~y, of the member's accum~lated deposits over the arrount of paymeGts 
which have been :nade to the me:nber will be paid in a lump sum to the 
member's designated beneficiaries or estate. 

If the rnember chooses an option providing benefits to a survi1lor, then 
at the member's death the benefit specified in the option will be paid 
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to the designated beneficiary for life. If the nominee does not survive 
the member, monthly benefits cease. The amount equal to the excess, if 
any, of the members accumulated deposits over the amou~t of payments 
v1hich have been made to both the mern.ber and the beneficia:ry combined 
will be paid in a lump sum to other designated beneficiaries, or to the 
estate of the deceased member. 

DISABILITY BENEFITS 

To be eligible for disability retirement, the applicant must be unable 
to perform employment duties due to medical or emotional restrictions 
and/or diagnosis. The disability must be considered a permanent job 
performance disability. The disability must also be subsequent to the 
rr,embers effective date of membership AND, 

1) if a member has less ~han 10 years of creditable service, has, 
become mencally or physically incapacitated for the performance of the 
employment duties the member had immediately before incapacitation as a 
direct result of injuries sustai:oed subsequent to the member's effective 
date of membership in the police retirement system, the rr,ember may apply 
for disability retirement. Such application made for or on behalf of the 
injured member, shall sho'" that the injur.1 sustaln.ed was as a direct. or 
proximate result of the performance of the member's employrner,t duties 
witl1 the City or· v1ith the System; that it is likely to resttlt in the 
member's inability to perform the duties of a position of red to the 
member in the system, the police department, or any other depa:r::tinetit I 
the city; that pays as much or more than the current pay of the position 
the member was holding on the date of the mernber 1 s disability. 

2) if a member has rr.ore than 10 years of ~r:~~-~_;:able service AND, 
has become mentally or physically incapaci~ated fo= the performance of 
the employrr.ent du;:ies the me':Tlber had imlT'.ediatel;{ before incapacitation, 
the member may apply for disability retirement, Such application made 
for or on :Oehalf of che injured rr.ember, shall show that the incapacity 
is likely to result in tl-1e :r:ember' s inability to perform the duties of a 
position offered to such member in the system1 the police departmen~. or 
any other department in the city, that pays as rnuch or more than the 
current pay of the position the member \•tas holding on date of the 
member's disability. 

Disability applications are presented to the ~Disability Comntitcee' # 

whose recommendations are reported to the Retirement Board. The Board 
has the final authority in granting disability retirement benefits. 

On award of disability 
disability retirement 
ret:irement benefit is 
creditable service. 

retirement benefits, the member shall receive a 
computed in the same manner that: a ser•J'ice 
computed subject to a minimum of 20 years of 

A member appro-..red for disability retirement will have the option to 
select a~ unreduced basic Life Annuity benefit, 100% Joint and Survivor 
Annuity; 50% Joint and Su::-'.rivor Annuity; 66 2/3%' Joint and Survivor 
Annuity; Joint and 66 2/3% Last Survivor Annuity; and Fifteen Year 
Certain and Life Annuity. 

Disability retirees are required annually to proviae proof of continued 
disability and financial need to the Reti~ement 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 1 S BENEFICIARY 

At the death (whether on or off the job) of an active member: 
Vlho is not yet eligible for retirement, the designated beneficiary(ies) 
is entitled to a lump sum payment consisting of a return of the member's 
accumulated deposits (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. \•lhen 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: 
\•lho 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 t 1...iice 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 v1ho is eligible for retirement dies without making 
a \o1ritten selection of a retirement option and the member leaves a 
lav1fully 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 t>vice 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, v1hich v1ill pay monthly benefits for a period of fifteen 
years, or a lump sum payment equal to t·~1ice the member's accumulated 
deposits. 

\'/hen monthly benefits are payable in lieu of a lump sum, a $7, 500 death 
benefit >•1ill be paid to the beneficiary(ies) 

SELECTION OF RETIREMENT OPTIONS AND DESIGNATING A BENEFICIARY 
Vli thin one year prior to the date on ><Jhich a member becomes eligible for 
retirement, the member may file a v1ritten 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 final 
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 II Commodore Plaza, 9th Street & 
Brazos, 14th floor, P.O. Box 1088, Austin, Texas 78767 or by phone at 
(512) 974-3284. 

DEFINITION OF A VESTED MEMBER 
i'lhen 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 'JJhen you 
reach retirement eligibility. Even if you leave City employment before 
reaching eligibility, if you are vested, you can decide to leave your 
contributions in the system, and begin drawing your annuity when you 
reach age 62, or tvhen you meet other age and service requirements for 
retirement eligibility. It is important to note that, although 
retirement contributions for inactive members draw interest during the 
years bet»1een the member's termination and retirement, no cost of living 
increases are applied to these contributions. 

RETIREMENT BENEFITS RETURNED TO MEMBER 

i·Jhen you leave City employment, you v1ill fill out a form instructing the 
Pension Office as to the distribution method and direction to send your 
retirement contributions. Your choices \'Jill be: 

1. Have your contributions refunded as soon as possible after you 
terminate employment. Your retirement contribution check t•1ill be issued 
two weeks after you receive your final check. It \'Jill be mailed to the 
address you give. (Federal Income Tax \'Jill be v1ithheld 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 this, you will receive 
interest on your contributions. Once the year has ended, your refund 
check tvill be issued to you in January. (Federal Income Tax tvill be 
withheld on all untaxed contributions and interest at 20% of the total 
taxable amount}. 

3. You may have your contributions 
Retirement Plan through a direct 
transfer \'Ji th the Pension office. 
withheld but the monies will be made 
retirement plan in your behalf). 

transferred to an I.R.S. Qualified 
rollover by leaving a letter of 

(Federal Income Tax \.<1ill not be 
payable and moved to the qualified 

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. If 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 \<Jill continue to earn interest until your monthly 
annuity begins. One thing to remember, should you choose to ve_st, is 
that v1hen you reach eligibility, your benefits will be based on the 
eligibility and calculation criteria in effect at the time you 
terminated employment. There are no cost of living increases applied to 
your benefits after you have left City employment and before the date 
your annuity payments begin. 

RETIREMENT REFUND CHECKS ISSUED AFTER WITHDRAWING CONTRIBUTIONS 
Vlith your final paycheck, one final contribution v1ill 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 t\o;o weeks, at the same time regular payroll checks are issued. 
Therefore, a member's retirement refund check ' . .,rill be issued the payday 
follo\·1ing the issuance of that member's final paycheck. 

NOTE' 
Your final timesheet must be properly coded before your retirement 
refund check can be issued. If you have ten or more years of service at 
termination, contact the Pension Office regarding your option to 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. \•lhereas each member's o•dn 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 ov1n contributions and interest are returned to you, and no City 
contributions \<Jill be paid to you. 

RETIREMENT FUND LOANS AND WITHDRAWALS 

Our retirement system is an approved I .R. S. 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 
allo1.-1ed to borrov1 or \•1ithdrav1 funds as long as they are still working. 

DETERMINING YOUR COA-POLICE RETIREMENT SYSTEM 1 S DEPOSIT AMOUNT 
The City of Austin provides year to date contribution amounts on bi­
v;eekly payroll earnings statements. 

Members receive an 'Annual Statement' from Austin Police Retirement 
System in January each year \o;hich provides information on total 
accumulated deposits and interest along with total credited service 
years. 
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WHO SHOULD I CONTACT FOR MEMBER SERVICES 
A Pension Office has been established to serve the membership. Group 
and individual counseling is provided to members by this office. ?rior 
to your retirement, a retirement counselor will prepare a schedule of 
your benefits under each of the options and advise you in your 
preparation to retire. 

The Pension Office personnel can be reached at {512} 416-7672 and their 
address is 2520 South l.H. 35, Suite 205, Austin, Texas 78704. 

This booklet has been prepared to help you better understand how the 
pension plan works. While this guide sets forth most of the facts about 
the plan~ it does not attempt to describe all provisions or limitations 
as they apply in individual situations- In case of any conflict between 
the guide and the statute~ the Article 6243n-1, Vernon's Texas C1v~l 
Statutes, as amended will prevail. If you have any questions about the 
plan, please contact the City of Austin Police Retirement System Pension 
Office, at (Si2) 416-7672. The Pension Office address is 2520 South IH-
35~ Suite 205, Austin, Texas 78704. 
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NOVEMBER 1992 

IMPROVEMENTS TO SYSTEM 
(Last 10 Years} 

A full time Pension Administrator was hired. 

AUGUST 1993 

Purchased build:ng ar: 2520 So1ith IH-35 to perr.ianent:ly house 
the Pension Office. 

OCTOBER 1993 

tliember. contribution rate t"ias increased from 6% to 9%, 

OCTOBER 1994 

The City's contri:Ou::ion rate \·1as increased from 12%' t:o 14%. 

SEPTEMBER 1995 

Provision added for retirement eligibility with unreduced 
benefits to include rnembers \'/ho have 25 years of credit.able 
service. 

Benefit formula multiplier was increased from 2.3% to 2.8%. 

Special increase granted to retirees based on bene t formula 
multiplier in use at date of Retirement. 

The retiree death benefit is increased to $5,000 from $2,000. 

OCTOBER 1995 

The City 1 s co~tribution rate 111as increased from 14% to 16%. 

OCTOBER 1996 

The City 1 s contribution rate \oJas increased from 16% to 18%. 



SEPTEMBER 1997 

Benefit formula multiplier was increased from 2.8% to 2.86%. 

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

The retiree death benefit is increased to $7,500 from $5,000. 

Retroactive Deferred Retirement Option Plan (RETRO DROP) 
provision added for retirement lump sum distribution with a 
reduced benefit. 

APRIL 1998 

Officers who had non .. rnembership time after they were enrolled in 
Cadet class are 11ow able to buy back tl1at ncn~membership time as 
retirement service credit. 

Cadets are now members of the retirement system at ~~rollment 
date and upon contributing 9% of their biweekly payroll. 

SEPTEMBER 1999 

Board Membership changed to allov1 for greater merrtbership 
participation by adding one active officer and one retired 
officer position to the Board of Trustees. 

JULY 2000 

Benefit forrnula multiplier ":as increased from 2.88% to 3.0%. 

Special Ad hoc increase granted to retirees based on benefit 
multiplier 3.0% divided by benefit multiplier 2.B8%-, minus one, 
and multiplied by 100. 

SEPTEMBER 2001 

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

Post Retirement Option Plan {PROP) provision added for members 
who select the Retroactive Deferred Retirement Option Plan 
{DROP}and instead of receiving a single lump-sum pay;uent, elect 
to receive partial payments from the member's DROP accou.rit for 
each calendar year, in an amount elected by the member. 
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