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CITY OF AUSTIN 

POLICE RETIREMENT SYSTEM 

Dear Members, 

2002 ANNUAL REPORT 
LETTER TO MEMBERS 

The Board of 7rt1stees of the Austin ?o::.ice Retirement System is pleased to 
present cur 2002 Annual Report. 

As the December 31, 2002 year-ended, the t-lark:et value of tf.,e \Syste:n' assets 
declined 5.8% to $246 mil.lion f::::cm $264 million, ho.-1e\:er at June 30, 2003 these 
same assets recovered their value and stood at $269 million and were 
di versified across many asset: classes, The prcgression o:: the United States 
into the interr;a~ional War on Terrorism, during the Fall of 2002 and Spring of 
2003, derr,anded ::he Board become defensive investors {preserving capital) and in 
doing so pension assets v:ere allocated into the follo,,.:ing classes aad stated 
percentage levels. Which has proven to be beneficial to our ::::eco~.;ery. 
(lnternational Equity at 10~. US Equity at 25%, Fixed Income and Timber funds 
at 45%, and Real Es~ate at 20%) 

At Otlr Decem!Jer 2002 Board t-1eeting, the Trustees approved a 1.5% cost of living 
adjustmenr.. for retirees and beneficiaries effective January 1, 2003 and a 2~ 

interest rate for use in crediting interes~ on me~bers' accumulated 
contributions. 

There have been several developments in the investment "~·orld si:-ice the first of 
the year worthy of mentioni::ig, such as ~he Sto:::k i.J:arket rebound, end of a three 
year Recession, "'ith positive Economic Gro....,th J.r..ae::-:es. However, one <:he 
greatest news stories in :2003 happened in September here in Texas, 111hen che 
v::;cers overw!lelmir1gly approved a Const:itutional Amendment guaranteeing that 
police, fire and municipal err:ployees "accrued" pension income benefits cannot 
be reduced or impaired for any reason. Texas no\v provides pension protection 
for the many hard \·:orkir,g police, fire and municipal employees families that 
other states enjoy and so rightly deserve. 

As of June 30, 2003 there were 1344 police officers and cadets who were members 
of the 'System.~ There we:rc 309 retired police office!:S and beneficiaries of 
police officers receiving monthly benefits and 9 vested membe~s entitled to 
future benefits but riot yet receiving them, 

The Soard of Trustees continues to work hard to 
participants and beneficiaries have a financially 
retirement during these challenging times. 

ensure police pension 
and actuarially sound 

Your comments ar.d suggestioris will al?.;a1's be appreciated. 

Pension Office 
2520 S. IH 35, Ste. 205 
Austin, icx<ls 78704 
5i2/416"7672 
FAX 5121416-7 lJS 

Mailing !tddtcss 
Rn Box 41089 
Austin, Tcxr>s 78704 

Sin. ~/ 

'-""'e~'t·~e~/z.__ 
Chairman, Board of Trustees 
Austin Police Retirement System 
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CITY OF AUSTIN 
POLICE RETIREMENT SYSTEM 

FINANCIAL STATEMENTS 
WITH SUPPLEMENTARY INFOIUvIATION 

AND 
INDEPENDENT AUDITOR'S REPORT 

DECEMBER 31, 2002 AND 2001 
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Montemay·or & :\ssoci3tcs, Jl.C. 
CERTIFIED PUBLIC ACCO UN fANTS 

Board of Trustees 
Th!.! C:ity of r\ustin l)olice Retiren1c11t Systen1 

INDEPENDENT AUDITOR'S REPORT 

\\!e have au<litcd the nccompa11yirig statement of net assets held in rn1st r1.vnilnble for pension benefits of the 
City of .A..ustin Police Retireinent System (System) as of Dcce1nbcr 31, 2002 and 2001 and the related 
statcn1cnt of changes in net assets held in trust available for pension benefits for the year ended Decen1bcr 
3 l, 2002. These financial staten1ents are the responsibility of the Systen1's managen1ent. Our responsibility 
is to express an opinion on these financiai statements based on our audits, 

\Ve conducted our audit in accordance \llith U.S. generally acccptccl auditing standards. Those standards 
require that \Ve pla11 ;u1d pcrfl1nn the ~1udit to obtain reasonable assurance about \vhether the financial 
sraten1ents are free of material n1isstatc1nent A11 audit inch.u:lcs exan1ining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statenh::nts. 1\n audit also includes assessing the 
accounting principles used a11d significant estimates made by management, as \Veil as evaluating the overall 
financial s.taten1cnt pn:scntation. \Ve believe that our audits provides a rcasonrible basis for our opinion. 

In our opinion, the financial statcrncnts referred to above present fairly, in oil n1ater!al respects, the financial 
status of the Systen1 as of Deeen1ber 31. 2002 and 200 I and the changes in its financial status for the year 
ended Dece1nber 31, 2002 in conformity \vith U.S. generally accepted accounting prh1ciplcs.. 

The supplentetnnry scl1edules and information on pages I 0 and l l arc not a required part of the basic financial 
statements of the System, but are required by the Governmental J\cc:ounting Standards Board. \Ve have 
applied certain limited procedures, \vhich consisted principally of inquiries of 1nanage1ncnt regarding the 
methods of n1casureu1ent a11d prcse11tarion of the supplemental infonnution. Ho\vever, \Ve did not audit this 
infonnatio11 and express no opinion on it 

9 i\1ay 2003. except Note 8 \Vhich is dated 22 September 2003 
Austin, Texas 

~!'\Tf \·Hhl 

"'1!1~>1' ~;! ••! '.'l".U 
i ',X ',; 0 ·~~-·h: • 

~mi;' m ""'""'~-,-n; .b1;-. 
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CITY OF AUSTIN 
POLICE RETIREMENT SYSTEM 

STATEMENT OF NET ASSETS HELD IN TRUST 
AVAILABLE FOR PENSION BENEFITS 

DECEMBER 31, 2002 AND 200 I 

ASSETS 

lnvestmcnts, at fair value 

Corporate: stocks 

Real estate interests 

U.S. Government securities 

Intcn1a1ional stocks 

Sbort~!crm !nvcs1111cnt funds 

Government bonds {PiMCO) 

Intema!iona! government securities 

Partnership interests 

Corporate bonds 

Total investn1cnts 

Cash 

Intcres{ and dividends re:::-c1vablc 

Employer contributions receivable 

Employee contriburions receivable 

Fixed assets 

Other 

Total assets 

UABILITIES 

S67,772,5SS 

50,211,>39 

39,554,070 

30,626,335 

22,486,048 

15,291,769 

13,016,363 

5,904,685 

1 932 3"8 

246,795,525 

49,775 

1,259,524 

623,520 

311,760 

470,870 

7 781 

249 518 755 

7001 
~-

$1Q5,806,557 

42,l 77,893 

28,926,494 

51,736,728 

13,747,379 

0 

10,867,246 

6,631,912 

fui.76 526 

262,471,235 

163,075 

lj05S,4l9 

262,797 

525,794 

493,097 

4.052 

264 978 469 

Accou11ts payable and accrued liabilities 

Refunds payable 

376,437 478,563 

157685 47231 

Touil !tabilities 534.122 525.794 

NET .<\SSETS HELD rN TRUST.:... v .. \fL,\BLE 1:0R PENSION BENEFITS 

The :.tccon1punying notes arc :in integral n::rt of this fin:inciat s1atc1nent presen1a1ion. 
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CITY OF AUSTIN 
POLICE RETIREMENT SYSTEM 

STATEMENT OF CHANGES !N NET ASSETS HELD !N TRUST 
AVAILABLE FOR PENSION BENEFITS 

YEAR ENDED DECEMBER 3 l, 2002 

ADDITIONS TO NET ASSETS AVAILABLE FOR BENEFITS: 

Contributions: 

Employer contributions 

E1nployee contributions 

Invcstn1cnt income {loss): 

Net depreciation in plan investmen£s 

Realized loss on invcsttncnts 

(ntcrest and dividends 

Securities lending 

Total investment loss before e.xpenscs 

111vestment expenses 

Net toss from investments 

DEDUCTIONS FROM NET ASSETS AVAILABLE FOR BENEFITS: 

Benefit payments 

Contributions refunded to terminating employees 

General and administrative expenses 

NET DECREASE ll\ NET ASSETS AVAILABLE FOR BENEFITS 

Bcgin11ing net assets available- for benefits 

ENDING NET ASSETS AVAILABLE FOR BENEFITS 

The accon1panying notes arc an in!cgra! purt of this financial statc1n:.:nl prcscnr:tiicn. 
12 

$12,566,293 

7.348.110 

!9.914403 

(15,748,184) 

(I 0,496,956) 

7,334,093 

165,812 

(18,745,235) 

(1,451,619) 

(20, 196,824) 

(282,451) 

13,787,549 

718,lil 

679 93 l 

15 185 591 

(15,468,042) 

264 452 675 



CITY OF AUSTIN 
POLICE RETIREl\IENT SYSTEM 

NOTES TO FlN.<U'iCIAL STATEMENTS 

YEAR ENDED DECEMBER 3!, 2002 

NOTE 1: PLAN DESCRIPTION 

TJ1c Board of Trustees (Board) oftl1c City of Austin Police Retircrncnt Systen1 (System) ls the 
ado:1inistrator of a singlc-en)pioycr defined benefit pension plan. The System is considered part 
of the City of Austin's (City) financinl reporting: entity and is included in the City's financial 
reports as a pension trust fund. 

The System \vus originally established ln l 979 by a City Council ordinance. Effective ,<\ugust 
199 l, the System is governed by state la\V \Vith plan amendments n1ade by the Legislature of the 
State of Texas. 'fhc Systc1n providt:s retirement, death, disability and \Vithdra\val benefits. 
Benefits vest after 10 years of credited service. Panicipants may retire at (a) age 55 \Vith 20 
years of service excluding any n1ilitr.ry service, (b) \Vith 23 }'Cars of service excluding any 
military service regardless of age, or (c) at age 62, The n1011thly benefit at rctircrncnt is payable 
as a life annuity (modified cash refund). :\s ofDccen1ber 3 l, 2002, the monthly benefit is equal 
to 3,00°/u of the highest 36-month average salary of the last I 0 years, multiplied by years and 
tnonths of service. 

Effective Septcn1bcr I, 20i}i the RETRO DRQI> provisions \Vere changed to require that a 
participant n1us:t have 23 years of creditable service \Vith the retirement systen1, excluding any 
n1ilitary service credit, on the date the participant elects for the RETRO DROP benefit 
co1nputation date. Further, the selection of RETRO DROP benefit computation date may be 
changed in the future by Board rule \Yith approval by the Sy·stem's actual)', .t\iso effective 
Septernber l, 2001, changes: \Vere rnade allo\ving the eligibility requirement for Service
Retireme11t to be ehangcd in the future by rule of the Systen1's Board \Vith approval b;l the 
System's ~ctuary, except, the age 62 1ninirnun1 cJigibiiity regardless of services could be 
changed. 

On Septen1ber l. 2001, a Post Retirement Option Plan (PROP) introduced an option allo\ving 
for participant's to elect to receive partial pay1ments from the RE'fRO DROP lump sum account 
The participant can also elect to delay payment of entire RETRO DROP lump sum. Interest 
credits \Vil! be paid on the participant's RETRO DROP lump sun1 account follov,..ing the 
participant's retirement until the entire lump sum is paid. The interest credits \Vill be granted an 
annual rate detennined from time to time by Board rule. 

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 the injury· \Vas 
sustained during the perforn1ance of employment duties, or upon death. The terms of benefit 
payments are detem1incd by certain elections made by the officer, their level of earnings and 
length of scn•ice, Payn1ents to officers or their beneficiaries may be increased annually on an 
ad hoc basis by tl1c amount of increase in th.;: Consumer Price Index, limited to 6{)1D per year, and 
subject to the approval of the Board and tlie actuary. 

13 



CITY OF AUSTIN 
POLICE RETIREMENT SYSTEM 

NOTES TO FINANCIAL STATEMENTS 

YEAR ENDED DECEMBER 31, 2002 

NOTE!: PLA;'>; DESCRIPTION (Continued) 

Participating lliernbers in the System include full-rime police officers and ca<lets employed by 
the police department of the City' and en1ployees of the System. The follo\\ring n1embership 
status of the System \vas reflected in the actt1arial valuation as of December 31, 2002: 

Retirees and beneficiaries currently receiving benefits 
(303) and terminated empiO)'ees entitled ro benefits but 
not yet receiving them (9) 

Current cn1ployecs 

Total 

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

BASIS OF ACCOUNTING 

312 

1.364 

l.676 
~ 

The System's financial state1nents are prepared using the accrual basis of accounting under 
\Vhich expenses i1rc recorded \vhcn !he liability is inc1;rrcd, revenues arc recorded in the 
accounting period in \vhich they are came{! and becornc mcasun1blc, and investrncnt pttrchases 
and sales arc recorded as of their trade date. Contributions are recognized as revenues in the 
period in \vhicl1 the rclatcdcmployees's payroll is earned. Benefits a11d refunds are recognized 
\Vhen due and payable in ~i.ccordancc \vlth the tcnns of the p!an. 

EST!Y!ATES 

The preparation of financial statements in contOrn1ity \\'ith C.-S. generally accepted accounting 
principles requires n1anagcment to 1nake estin1atcs and assumptions tl1at affect the reported 
an1ounrs of assers and li~ibilities and disclosure of contingent assets and liabilities at the date 
of the financial staten1ents and the reported an1ounts of additions and deductions to net assets 
held in trust available for pensions benefit during the reporting period. 1\ctual results could 
differ from those esti1nates, 

METHOD USED TO VALUE !NVESTMENTS 

The System's investn1cnrs are reported at fair value. Securities traded on a national or 
international exchange arc valued at the last reported sales price at current exchange rates. 
Investments that do not have an established market are reported at estimated fair value. 
Investment incon1e is recognized in rl1e period earned and purchased and sales of investments 
arc recorded on a trade-date basis. Net appreciation (depreciation) in plan investments 
includes both realized and unrealized gains and losses. 

14 



CITY OF AUSTIN 
POLICE RETIREJIE!'T SYSTEM 

NOTES TO FINANCIAL STATEMENTS 

YEAR ENDED DECEMBER 3 I, 2002 

NOTE 2: St::MMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

CONTRIBUTIONS RECEIVABLE 

The final bi\vcekly payroll contributions of employees for the year ended December 31, 2002 
and the City's related contributions \Vere not deposited in the System by year end and are 
shO\VO as: contributions recei\'able. 

SYSTEM EXPENSES 

All System administrative costs arc tl1c responsibility of the System and are financed through 
investment earnings, 

NOTE 3: FEDERAL INCOME TAXES 

The System is a Public Employee Retirement System and is exempt from Federal income taxes. 
A favorable determination letter fron1 the lnternal I<.evenuc Service \vas issued on September27, 
!997. 

NOTE 4: FIXED ASSETS 

NOTES; 

Fixed assets are recorded at cost. Depreciation is computed using the straight-line method over 
!he asset's estin1ated useful life of30 years for the building and 5 to 7 years for furniture and 
cquipn1ent. Fixed asset activity for tltc year ended D~cc~ 3 l, 2002 consisted of: 

"--..._-, 

1-1-2002 A<ldiifeus T:le!etions 12-31-2002 
""" .,..,. ~. 

Land Sl50,000 SO SO $150,000 

Buildings and improvements 457,955 0 0 457,955 

Furniture and equipment 228,533 20,950 0 249,483 

Leasehold impro'\'ements 48,491 0 0 48,491 

Accumulated depreciation Q')l ,882'; (43, 177) Q (435,0591 

Net Fixed r\sscts $493,097 J:Sn227) ~ $470,870 

INVESTMENTS 

The Systen1 is authorized as an independent, defined benefit plan as described in Article 6243n
i. Vernon's .A.nnotated Texas Civil Statutes, that \Vas signed into hl\V on June 11, 1991. The 
Board is the trustee of System funds and has the power to invest and rein\'est such funds in 
instruments: or investments the Board considers prudent in accordance \Vith the System's 
investment policy. 

15 



CITY OF AVSTIN 
POLICE RETIREMENT SYSTEM 

NOTES TO FINANCIAL STATEMENTS 

YEAR ENDED DECEMBER 31, 2002 

NOTE 5: INVESTMENTS (Continued) 

Tht.: Systen1's invcstnients arc categorized to give an indic.ation of the level of risk assun1cd by 
the Systen1 at year end. CategOI)' I includes invcstJ11cnts that arc insured or registered, or for 
\Vhich the !:iecurities are held by the Systcn1's agent in the System ';:;.11a111c. Category 2 includes 
uninsured and unregistered investments for \Vhich the securities are held hy tl1c counter party's 
tnist departn1C'nt or agent in the System's natne. Category 3 includes uninsured and unregistered 
invcsunen!S for \Vl1ich il1c- securities are held by the broker or dealer, or by the System's agent, 
but not in the Systc1n's nnn1c .• .'\ll Systen1 invesr1nenls nrc considered to be Category l 
investments, 

Included Jn net depreciation in plan investn1ents is net appreciation (depreciation) in the fair 
value ofinvestn1ents held at December 31: 

Securities traded on a national or international exchange: 

U.S. Govcmn1cnt securities 

International government securities 

Short·tcrrn investn1cnt funds 

Corporate stocks 

Intcnuttional invcstnicn!s 

Govcmn1ent bonds 

Corporate hands 

lnvcstn1cnts reported ar fair value: 

Real estate interests 

Partnerships interests 

Total 

2002 

$4,559,253 

1,156,379 

Q 

(!2,122,496) 

(9,250,671) 

(270,896) 

(30,743) 

902,563 

{691,573) 

($15.748,!84) 

2001 

($626,768) 

314,673 

316,593 

(7,429,394) 

(12,SSS,394) 

0 

822,535 

905,822 

(3,466,587) 

W,751.520) 

.-\II investn1cnts and securities on loan (Note 7) represent securities that arc either insured, 
registered, or are held by the S·ysten1 's agent in the System's name. As of December 31, 2002 
and 200 I, there \Vere no invcsrn1ents (other than U.S. Govemn1ent issued or guaranteed 
obligations) in any one organization that represents 5o/o or more of net assets available lbr 
benefits. 

16 



CITY OF AUSTIN 
POLICE RETIRE;';lENT SYSTEM 

NOTES TO F!NANC!AL STATEMENTS 

YEAR ENDED DECEMBER 31, 2002 

NOTE 6: CONTRJBUT!ONS 

The Systcn1 is funded by bi\vceklycontributions froin the basic con1pensation, consisting of base 
pay and longevity pay of police officers, and by co111ributtons from the City. {Jnder tl1c 
provisions h1 effect on December 31, 2002, participants arc required to contribute 9°/o of their 
basis con1pensario11 to tl1t: Syste1n. The City 1s required to make contributions equal to 18170 of 
basic cornpcnsation. 

l'hc City contribution rate is required by the state la\V governing the Systen1ilSofDeccn1ber31, 
2002 and n1ay be amended by the legislature of the State of Texas. The participant contribution 
rate n1ttst be at least 6% but \Vas incr.;ascd co 9%, effective October 1993, by a rccon1mendation 
of the Retirement Board and an approving v·ore of the participating en1pioyees in accordance 
\Vit11 the state la\V governing the Systcn1. The participant contribution rate may be a1ncndcd by 
the Legislature of the State of Texas or by apprOJ)riatc actions of the Retircn1cnt Board and the 
participating cn1ployees in accordance \Vith the state la¥/ governing the System, 

\\rhilc contribution rcquircn1ents arc not actuarially detcm1incd, state Ia\v requires that each plan 
ofbcncfitsadoptcd by the System 1nust be approved by a qualifiedactuaf)'. The actuary certifies 
that the contribution com1ni!T11cnt by the police officers and the City provides an adequate 
financing arrangen1ent. Using the entry' age actuarial cost method, tltc System's norn1al cost Is 
dctern1incd as a percentage of payroll. The excess of the total contribution rate over the normal 
cost rate is used to an1orti:r.c the System's unfunded actuarial accn1ed liability. The nun1ber of 
years needed to atnortize the Systen1 's unfunded actuarial accnted liability is determined using 
an open, level percentage of payroU n1ethod. Based on the actuarlai valuation as ofDcccn1ber 
3 i, 2002 and the System provisions effective: September l, 2003, the normal cost \Vas 20.11 o/o 
of pay and the an1ortization period \Vas 25.7 }'ears. 

NOTE 7: SECURITIES ON LOAN 

The System participates in a securities lending program sponsored by· il:s custodian {The 
Northen1 Tnist Company) under \vhich, for an agreed-upon fee, Systen1 O\vne<l investments are 
lent to a borrov.ting financial institution. Under this agreement the borro\\1Cd securities are 
ultimately returned to the System. :\s of December 3 l, 2002 and 2001, $53,531,845 and 
556,052,566 respectively, of the Systcn1-0\1,'ned in\'cstments \Vere in possession of a borro,ving 
financial institution. 

Securities arc loaned versus collateral that may include cash, U.S. government securities and 
irrevocable letters of credit U.S. securities arc loaned versus collateral valued at 102o/(1 of the 
market value of the securities plus any accrued interest. Non~U.S. securities are loaned versus 
collatcrai valued at 105o/Q of the 1narkct value of the securities plus any accrued interest 

17 



CITY OF AUSTIX 
POLICE RETIRE:\IENT SYSTEM 

NOTES TO FINANCIAL STATEMENTS 

YEAR EO:DED DECEMBER 3!, 2002 

NOTE 7: SECURITIES ON LOAN (Continued) 

Non-cash collateral cannor be pledged or sold tutlcss the borro\vcr defltults. :\II securities loans 
can be terminated on demand by either the lendt.::r or the borro•.ver, although the average nun1ber 
of d;1ys !bat the Syste1n securities \vcre borro\vcd \Vas approxin1atcly 104 Jays as of Dcceinbcr 
31, 2002, 

Cash open coll.rueral is invested in a short ten11 investn1enr puol, the Core US:\ Collatcrai 
Section, which had an average \\'eighte<l n1aturity of 36 <lays as of this statcn1ent date. Cash 
collateral 1nay also be invested separately in "!cr1n loa11s," in \vhich case the invcstn1ents n1atch 
the loan tcrnl. These loans can be tcn11inatcd on den1and by eithcr lender or borrO\\'CL 

There \Vere no significant violations of legal or contractual provisions, no borro\vcr or !ending 
agent default losses kno\vn to the securities lending agent. Tf1ere arc T)() dividends or coupon 
payn1cnts O\ving to the securities lent. Securities lending earnings are credited to the Sysu::in 's 
account on approxin1atc!1· the fifteenth day of the follo,ving n1onth, 

lndcn1nification deals \Vitb the situation in \Vhich a client's securities are not returned due to the 
insolvency of a borro\vcr and Northern Trust has failed to live up to its contractual 
responsibilities relating to th!! lending of tilose securities. Northcn1 Trust's responsibilities 
include performing appropriate borro\ver and collateral investment credit analyses, den1anding 
adequate rypes and levels of collateral, and complying \vith applicable Departn1ent of Labor and 
federal financial Institutions Exan1ination Council reguiations concerning securities lending. 

NOTE 8: Sl:llSEQUENT EVENTS 

Effective Septe111bcr t, 2003, a portion of the City;s contribution \vil1 be allocated to the Retiree 
Death Benefit Fund. Accordingly as of this date, the $7,500 post~retircmcnt lump sum death 
benefit is payabl!! from a ;::cparatc Retiree Death Benefit Fund {account) administered by the 
System. 
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I\ctuarlal 
Valuation 

Date1 

l2/3 li97'' 
l 2131/99'" 
l 2/31/01 3

·
6 

12/3 l/02' 

CITY OF AUSTIN POLICE RETIREl>IENT SYSTEM 

DISCLOSURES fN ACCORDANCE WITH GASB STATEMENT NO. 25 
REQUIRED SUPPLEMENTARY !NFOR.l'v!AT!ON 

L Schedule of funding Progress (Unaudited) 

Entry Age 
.r\ctuarial Actuarial Unfunded Annual 
Value of r\ccrue:d AAL Funded Covered 
Assets Liability (UAAL) Ratio Payroll' 

(a) (AAL) (b-a) (rub) (c) 
{b) 

s 168,601,584 $222,703,396 $54,101,812 75.7°/o S47,l88,812 
226,913,439 257,850,I62 30,936,723 88.0 54,695,072 
284,76l,203 347,548, 177 62,786,974 8L9 69,706,749 
298,781,560 384,991,799 86,2l 0,239 77,6 79,236,366 

1 Prior to actuarial valuations n.s of December 3 l, 2002, tl1e Systcn1 had biennial valuations. 

UAALasa 
Percentage 
of Covered 

Payroll 
((b-a)lc) 

114.6(;/o 
56.6 
90,l 

108_8 

2 1'hc covered payroll is b11sed on the annual rate of base pay and longevity pay as of the valuation date, 
3 Eeonon1ic and den1ographic assun1ptions \Vere revised. 
4 .Reflects changes in plan benefit provisions effective Sep1en1bcr l, ! 997. 
5 I(cflects changes in plan benefit provisions effective September I, i 999. 
0 Reflects changes in plan benefit provisions effective September l, 200 i. 
7 Reflects changes in plan benefit provisions effective Septen1ber l, 2003. 

!L Schedule ofE1np!oycr Contributions (Unaudited) 

.A..nnual 
Contribution 

Plan /\s a Fixed Annual 
Year Ended Percentage of Required Percentage 

December 31 Payroll Contribution1 Contributed 

1997 ] giy;; 56,952.258 lOOo/o 
1998 18 8,254,861 100 
1999 l8 9,288,148 100 
2000 JS l0,046.065 100 
2001 18 11,178.204 100 
2002 18 l 2,566,293 100 

The annual required contribution is based on actual covered payroll. 

Sec Jnd.ependcr.t auditor·s report. 

19 



CITY OF AUSTIN POLICE RETIREMENT SYSTl.i:M 

DlSCLOSlJRES IN ACCORDANCE WITH GASB STATEMENT NO. 25 
REQUIRED SUPPLEMENT fNFORMA TlON 

JIL Notes to Required SUJ)plcrncntary Inforn1atio11 (ljnaudlted) 

The inforn1ation presented in the required supplen1cntal)1 schedules was dctcn11incd as part of the actuarial 
valuations nl the dales indicated .. >\<lditional information as of the latest actuarial valuation tbllO\VS, 

Valuation <late 

Actuarial cost 1ncthod 

1\n1ortiza1lon nlcthod 

Rcn1aining an1ortization period 

1\.$sC! valuation n1cthod 

;\ctuarial assun1ptions: 

[nvcsunent rate of return. net of 
expenses, con1pot1ndcd <n1nually 

Pro}cctcd salat;l increases including 
promotion and longevity 

Inflation rate per year 

Post~rctircn1cnt cost-of-livlng 
a£ljustn1e11ts 

December 3 I, 2002 

Entry :\gc 

Level percentage of projected payroll, open 

25,7 years 

tvtarkct value sn1oothcd by a 5-ycar deferred recognition 
method \Vi th tll1 80°/of i2Q0/o corridor Oil n1arkct 

4.0°/o to 22.0°/o 11cr year, averaging 6.8% 

4.0% 

None 

Sec indcpcndi:nt audi-:or's repqrt 
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AUSTIN POLICE RETIREMENT SYSTE!VI 

ACTUARJAL VALUATION 
ASOF 

DECEMBER3l, 2002 

SEPTEMBER 23, 2003 

'------------- Rud:d and Wisdom, Inc. ----------------' 
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September 23, 2003 

Re: Act11nri{Jl Valuntion as of December;?. I; 2002 

1n accorllancc \Vith tltc requirements of Article 6243n-l in the state law \vhicl1 governs the 
r\ustin Police Retirement Systcn1, an actuarial valuation of tl1e System as of December 31, 2002 
lrns been completed. 

Tl1e results of the Dccc1nbcr 31, 2002 actuarial valuation arc described in the Sutnmary section 
of the report. A compariso11 of tl1e c11rrcnr valuation \Vit11 the December 31 1 200 l valuation is 
also discussed in t11is section. 1'11c comparative valuation balance sl1eets are sho\-vn in Exl1ibit i. 
Exhibit 2 shows a fifteen-year projection of the growth of the System. Exhibits 3 through 6 
sumn1arizc t11c Sj•stcn1ts assets and development of the actuarial value of assets. Data on botl1 
ucti\'C and retired police officers is contained in Exhibits 7 throug11 11 \Vi th Exhibit 12 sho,ving a 
historical con1pariso11 of the actuarial accrued liability· for the active and retired officers. 

A summary plan description based on the plan effecti\'C September l, 2003 is included as 
Exhibit 13. The actuarial methods and assumptions are described in Exhibits 14 through 19, 
\vhicl1 include a description of assumption changes since: the prior \'aluation. Exl1ibit 20 defines 
certain actuarial terms used in this report. 
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Police Rctircn1ent Board 
Page 2 
September 23, 2003 

Tl1e disclosures: required in accordance \vith Statement Number 25 of the Govemn1ental 
Accounting Standards Board for the System's annual report are in Exhibit 21. The disclosures 
required in accordance \vi th Statement Number 27 of tl1e Governmental Accounting Standards 
Board for tl1c City of 1\ustin1s financial staten1cnts are included in Exhibit 22. 

RMM;MRF;RBM:bb 

\IR\V2K\I'L"BL\Ctl£:.TS\Af'RS\ Y J.l· 2002\v::ld<'le: 

Respectfully submitted, 

~fl{.~ 
Robert M. May 
Fellow, Society of Actuaries 
Enrolled Acmary 

Jvfark R, Fenia\V 
Fellow, Society of Actuaries 
Enrolled Actuary 

Rttu~ ts. (1]01/l41 
Rebecca B. !Vlorris 
r'\ssociate, Society of Actuaries 
Enrolled Actuary 
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Atrstin Police Retire111e1zt S.,vste1n 
Res11/ts of Dece111ber 31, 2002 Va/11atio11 

Tl1e valuation balance si1eet as of December 31 1 2002* sl10\vn in Exl1ibit l, reveals that the 
plan has an unfunded actuarial nccmcd liability ofS86,210,239. Total contributions of27% 
of pay (9% by the police officers and 18% by the City of Austin) are contributed to the 
System each year. Effoctivc September l, 2003, a very small portion of the city 
contribution rate is allocated by the Board to a new Retiree Death Benefit Fund (account) 
\vithin the System in or<lerto fund the $7 1500 post-retirement lump su1n deatI1 benefits. 

Tl1e normal cost for the present benefits based on the plan provisions effectlve September l) 
2003 for each police officer is 20.11 % of pay. Since total contributions on behalf of each 
police officer is more than the nom1al cost, the remaining portion can be used to amortize 
the pfan's unfunded actuarial accrued liability. Assun1ing tl1at ti1c total payToJl increases at 
the rate of 4% per year in future years attribt1tablc to general \Vage ir1crcases, t}1e unfunded 
actt1arial accrued liability \\'ill be amortized in 25.7 years. 

The valuation balance sl1eets in Exhibit l compare tl1e actuarial condition of the plan on 
Decc1nber 3 l, 2002 \VitI1 the condition on December 31, 2001" 'I'hc valuation as of 
December 31, 2002 is based on the plan provisions effective on September !, 2003 
(summarized in Exhibit !3). This valuation does reflect the 1.5% ad hoc pensioner COLA 
gn1nted January l, 2003 but does not reflect any ad hoc pensioner COLAs \vl1ich may be 
granted January 1, 2004 or annually t11ereaftcr. The results sho\v11 for ll1e December 31, 
2001 valuation include an adjustn1cnt to reflect the I .5"/o ad l1oc pensioner COL.I\ grru1tcd 
effective January l> 2003. 

Between these two valuations, the unfunded actuarial accmcd liability (UAAL) has 
increased by $21,740,073 (from 564,470,!66 to $86,2!0,239). The primary reasons for this 
cl1angc, \Vhich have parrially offsetting effects, are as follo\vs: 

I. 'fhc r<.1te of return, net of all expenses, on the market \'aluc of assets during 2002 is 
estitnatcd at~ 7.8%. Ho\vever, the actuarial value of assets used in the valuation and the 
determination of th-c amortization period is based on an adjusted market value, in 
particular, deferring recoe,mition of large portions of the significant losses in 200 I and 
2002, The rate of return on the actuarial value of assets, net of expenses, for 2002 is 
estimated at 3% compared to the assumed rate of return of 8%. Therefore, the actuarial 
value of assets as of December 31 J 2002 is smaller than expected and caused an 
increase in the UAAL of approximately $14,400,000 and caused an increase in the 
amortization period of approximately 7 years. 

2, The compounded general \vagc increases for officers since the last valuation \Vas 
approximately 8. l % (generally 3% on October l, 2002 and 5% on April 1, 2003). Since 
the actuarially assun1ed general wage increase \Vas 4o/o, the UAAL is approximately 
$8,200,000 more than expected. Although the change in the UAA.L is significant 
because the pay increases resulted in greater than expected projected benefit 
payments, tl1e aggregate payroll also grew as a result of these pay increases. 

'-------------- Rudd 2nd \Visdom, [nc. ----------------' 
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Therefore more contributions v:ili be nu:ide to the fund and the portion of the total 
contributio11s in excess of tI1e normai cost percentage available to amorti:tc tl1e 
UAt\L increases and partially offsets the increasing effect on ti1e an1ortizatio11 
period. 

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

4, Interest accumulation on tl1e unfunded actuariai accrued liability dt1ring t11e one year 
period bet\veen the valuations had the effect of increasing the Ur\r\L approximately 

$5,200,000. 

5. The December 3l, 2002 valuation reflects the plan provisions as of September l, 2003. 
Effective September l, 2003, a separate Retiree Death Benefit Fund (account) is 
established within the System to fund the 57,500 post- retirement lump sum death 
benefits. Tl1c excl11sion of tl1c liability for these Jump sttm death benefits fro1n tl1c 
valuation of tl1c Systcm1s liability caused the U1\...-\_L to decrease l1y approxi111atcly 
$900,000. The portion of the city's total contribution rate of 18% to fund these benefits 
fron1 tl1c separate account is 0.094~-0, leaving the remnining l 7.906o/o for the remaining 
liabilities of the System. 

The balance sheets it1 Exl1ibit 1 indicate t11at the numl1cr'of years required to arnortizc the 
system's UAAL has increased from 19.6 years as of December 31, 200 l (reflecting the 
1.5% COLA provided January l, 2003) to 25.7 years as of December 31, 2002 reflecting 
plan provisio11s as ofSeptc1nbcr I~ 2003. Since one year l1as passed since tl1c lust valuation, 
a one-year reduction in t11c an1ortization period to 18.6 years \\'Oulcl be expected if tile 
experience of tl1c system had bc..::11 exactly ns anticipated. For tl1c reasons described above, 
the Systcn1's UA1\L increased n1orc tl1an expected -causing tltl i11croasc i11 tl1c 
amortization period. Offsetting this increase \Vas an aggregate p<'tyroll tl1at increased 
more tl1an expected ( otl1er than t11e larger salary In-creases than expected as described 
above in Item 2) because n1ore members arc covered by the System than in the previous 
valuation. The number of members increased 6.8% (from 1,277 to 1,3()4). A larger than 
expected aggregate payroll results in more conrributions being made to tl1e System 1n 
excess of the normal cost contribution, and tI1erefore, reduces the amortization pcrio<l. 

In summary, this <valuation reveals that the actuarial value of assets plus future investment 
income received by the System and future contributions that will be provided by the 
members and the City of Austin will be adequate to pay the benefits provided by the state 
law governing the System as of December 31, 2002. In order for the System to have an 
adequate financing arrangement, contributions must be made that are s11fficient to pay for 
the System's normal cost and amortize its unfunded actuarial accnn.:<I liability over an 
acceptnble period of time. Based on the Texas State Pension Review Board guidelines and 
the actuarial assumptions and cost methods used in this valuation1 periods of 25 years to 30 
,years are preferable and 40 :years is the maximum. 

10e total contributions to tltc System are sufficient to pay for the System1s nonnaI cost and 
provide an additional amount that \vill result in amortization of the unfunded actuarial 
accrued liability in 25.7 years. rn addition, \Ve believe that it is appropriate to nss.ume that 

'--------------- Rudd and \X.'isdom, Inc. -----------------' 
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tl1c police officers and the City \vii! be able to n1aintain their commitment in future years to 
contribute 9% and 18%, respectively, of compensation into the Systcn1. Consequently, '\Ve 

are of the opinion tl1at the System has an adequate financing arrangement based on the 
actuarial value of assets used in this valuation. 

Retiree Death Benefit Fund 

The statute effective September 1, 2003 established a Retiree Death Benefit Fund. This 
!Und is a separate account within the System, administered by the System, to fund $7,500 
post-retirement lump sum death benefits. The Retiree Death Benefit Fund will be funded 
by a portion of the city's total contribution rate of 18%. As part of this December 3 J, 
2002 actuarial valuation, the city contribution needed for the Retiree Death Benefit Fund 
effective September I, 2003 is 0.094%. The remaining 17.906% (18% less 0.094%) of 
the city's contribution will be used for the System's liabilities excluding the post
retiremcnt lump sum death benefits. The 0.094% city contribution rate is comprised of 
the nom1al cost percentage plus an additlonal amount to amortize the i:1nfundcd actuaria1 
accrued liability for only the $7,500 post-retirement lump sum death benefits over 30 
years as: sho\.vn belo\v. Tl1e amortization of tl1is unfunded liability is determined as a 
level percentage of payroll assuming that the payroll will increase 4% per year. 

Allocated City Contribution Effective September I, 2003 
for the Retiree Death Benefit Fund 

ff-----~- . 

Normal Cost 

Thirty-Y car Amortization of Unfunded 
Actuarial Accrued Liability 

Total City Contribution Rate Allocated to 
the Retiree Death Benefit Fund as of 
Seotember l, 2003 

0.065% 

0.029 

0.094% 

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

Actuarial Valuation Results of the Retiree Death Benefit Fund as of 

~~-~~~~D""eeember3l,200~2=--~-~-~~~~41 
1. Actuarial Present Value of Future Benefits 

a. Current pensioners 
b. Current acti·vc members 
c. Total 

2. Actuarial Aeemed Liability (Currently 
Unfunded) 

$ 534,422 
- 598 393 
$ 1,132,815 
$ 896,796 

~------------- Rudd and W'isdom, Inc:. ----------------' 
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3. 
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5. 

6. 
7, 
8. 

9. 

Exhibit 1 

,rlustin Police Rcti1·e111en1 S;·ste1n 
Act11arial J7al11atio11 Bala11ce Sl1eets 

Dcccn1ber 31 1 

2002 1 

Act11arlal 11resent \1aluc of future benefits 
a. l}nyablc to those no\v receiving benefits 

or entitled to receive l)encfits $ 137,524,996 
b. Payable to active n1c111bcrs 427,456,048 
C, Total $564,981,044 
Act11arial present va1uc of fun1rc 11onnal 
cost contributions $ 179,989,245 
Actu:irial accrned liability (Hem I c-l!cm 2) $384,991,799 
Actu::1rial value of asscls $298,781,560 
Unfunded nc!uarial accmed liability (UAAL) s 86~210,23~) 
(Hem 3-ltem 4) 

Total contributio11s (pcrcc11t of pay1·011)3 26.906% 
Normal cost (percent of pa)Toll) 20.J 10% 
J)crccnt of payroll available to a111ortiz~ 
!heUAAL 6.796~0 

r\t1t1tuilizcd covered f)ayroll $ 79,236,366 

December 3 i, 
2001 2 

s 127,914,809 
376 344.984 

$ 504,259,793 

$ 155,028,424 
s 349,231,369 
s 284, 761,203 
s 64,470,166 

27.000% 
20.148% 

6.852% 

s 69,706,749 
l 0. l)rescnl ar111ual a111ount available to 

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

' 

Reflects pla11 provisions effective Septen1bc:r 1~ 2003 and excludes the $7,500 post~rctircmcnt 
lurnJJ stun death ln::ncfit. 
/\dj11stc<l valuation results as of Deccrnbcr J !~ 2001 to reflect lhc 1.5'1~ COLA for pensioners 
effective Jnnuary I, 2003. 

3 For the December 31, 2002 valu<Hion, tl1e to~al contribution rate of 27°/o (9o/u b}' n1cn1hcrs and 
18% by the city} is reduced by the city contribution of 0.094~~ for the separate Retiree Deat11 
Bc11cfit Fur1d to provide the $7,500 post-retirement lun1p sun1 death benefits. 

~-------------Rudd an<.l \'(/isdo1n, Inc.--------------~ 
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Exhihit2 
1lusli1t Police Re;iran:'11l S;;stein 

Tln'rf):· Year Prajectian cf .Present Plan 

J.f<»Jfhly Esti:nntt•d 
Fund at Conrributio1JS 1Ve1 Benefit RETRO Fi1t1d ar Raticof 

Bes inning by City and lnves:1ner1t Pay1nents DROP Endo/ Ftu:d 10 Increase in F1aul {j]r Yt·ar lTI!.t._ of Year E111plovces /ncorne & Re{i1nds Lutn!J. Stuns Pavrn(;!.rs Atnounr PerCfrJt 
1998 s 185,937,209 s 12,664,793 s 20,063,218 s 8,233,738 5 879,80$ s 209,551,677 22.99 I 23,614,468 12.70 o/o 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 1,452,390 264,457.,675 20.00 -9,018,339 .J.JO 2002 264,452,675 19,914,403 ·20,876,785 13,074,962 1,430,698 248,984,633 17.!6 -1.5,468,042 -5.85 
2003 248,984,633 21,319,3-37 19,960,755 16,021,338 4,248,389 269 ,994, 998 13.32 21,010,365 8.44 2004 269,994,998 22,172,110 21,627,455 17,894,867 3,580,868 292,318,828 13.61 22,323,830 8.27 2005 292,318,828 23,058,994 23,380,187 19,734,237 3,457,743 315,566,029 13.61 23,247,201 7.95 2006 315,566,029 23,981,354 25,21 l ,121 21,51.5,794 3,319,581 339,923,!23 13.69 24,357,094 7.72 2007 339,923,123 24,940,608 27,145,866 23,121,582 3,018,610 365,869,405 14.00 25,946,282 7.63 
2008 365,869,405 25,938,232 29,l96,54i 24,794,457 2,969,058 393,240,663 14.16 27,371,258 7,48 2009 393,240,663 .46,975,761 31,339,418 26,176,631 3,194,998 42!,SS4,2lJ 14,01 28,343,550 7.21 20l0 421,534,213 28,054, 791 33,541, 739 28,998,873 3,680,870 450,501,000 13. 79 28,916, 187 6.86 20l 1 450,501,000 29,176,983 35, 775,4 lS 31,345,553 4,448,057 479,659,188 13.40 29,158,788 6,47 2012 479,659,788 30,344,062 38,058,!14 33,546,891 4,663,900 509,851, 167 13.34 30,191,379 6.29 
2013 509,851,167 31,557,824 40,439,972 35,621,641 4,639,218 541,588, 104 13.45 31,736,937 6.22 "' I 2014 54l,5SS,l04 32,820,137 42,987,040 37,491,573 3,828,779 576,074,929 13.94 34,486,825 6.37 "' 2015 576,074,929 34,132,942 45,728,37[ 39,526,866 3,546,670 612,862,706 14.23 36,787,777 639 2016 612,862,706 35,498,260 48,639,674 41,669,587 3,562,239 651,768,814 14.41 38,906,108 6.35 2017 651,168,814 36,918.190 51,684,334 44,088,264 4,259,201 692,023,873 14.31 40,255,059 6.18 
2013 692,023,873 38,394,918 54,821,125 46,997,187 4,917,358 733,325,371 14.IJ 41,301,498 5,97 2019 733,325 ,3 7 l 39,930,715 58,008,912 50,438,006 5,920,655 174,906,337 13,75 41,580,966 5.61 2020 774,906,337 41,527,944 61,208,886 54,306,439 6,812,032 816,524,696 13.36 41,618,359 5.37 2021 816,524,696 43,189,062 64,408,088 58,619,867 7,416,386 858,085,593 12.99 41,560,897 5.09 2022 858,085,593 44,916,624 67,559,596 63,692,374 8,405,525 S98,463,9l4 12.46 40,378,321 4.71 
2023 898,463,914 46,713,289 70,608,534 68,951,641 9,476,138 937,357,958 1 !.95 38,894,044 4.33 2024 937,357,958 48,581,821 73,568,586 i4,040.611 10,042,477 975.425,277 11.60 38,067,319 4.06 2025 975 ,425,277 50,525,094 76,443,496 79,625,2[5 10,663,042 l,0!2,105,610 11.21 36,680,333 3.16 2026 1,012,105,610 52,546,098 79,258,481 84,225,6'17 11,069,658 1,048,614,884 11.00 36,509,274 3.61 2027 1,048,614,884 54,647,942 82,041,381 89,350,849 l 1,492,340 1,084.461,018 10.15 35,846,134 3.42 
2028 1,084,461,018 56,833,860 84, 793,885 94,233,479 ll,675,296 1,120,179,988 10.58 35,718,970 3.29 2029 1,120,179,938 59,107,214 87,593,831 98,689,746 10,931,665 1, 157,259,622 10.56 37,079,634 3.31 2030 1,157,259,622 61,471,503 90,515,805 102, 766,033 10,3291583 l,196,151,314 10.58 38,891,692 3.36 2031 1,196,ll!,314 63,930,363 93,60l,28! 106,481,759 9,719,203 1,237,481,996 10.65 41,330,682 3.46 2032 1,237,481,996 66,487,578 96,898,853 109,865,466 9,114,768 1,281,888,193 10.77 44,406,197 3.59 

A. Data for )'c.ln 199S through 2002 Wa$ tak!l'n from lhc annual rtporu for thcs~ yeJrs, Fund balance at beg.inning and end ofyoearrefkcu the .rnarketvalue oftht' l}'ltem'r usets, 
B. As~umptions for years 200J t.hrou!lh 2032: 

L Benefits a:e as~urued In Cf>mmmce in 01ccord.um: .,,.·itll the d<:(l11>sraphic ana 4. fnvc1:me111 inccme (net of expen:>e5} 'Nill be&';., cf the il.\l::f.11~ fund b4lan«: 
eronom.ie assumptions t»:ed in th~ December 31, 2002 acmarial vMuaticn, in each year. 

2. Ccnttibutions wiU ~?*A of pay byth¢ members and 17.90$% cf pay by thc i::iiy. S. A LS'h ad ho: COLA fctprnsioncrt as cf January !, 2003 was re!leded but no 
3. Covered payroll and rnnnib111ion! !ti the m<an will increase 4% per ytar. ad hoc COLAs were :wumed ~g1ruiiu1]: January l, 2004 er tl:-eK41kr. 

Rt1dd J.n<l Wisdom, Inc. 



Exhibit 3 

.ilt1::tin Police Rctire1ne11t ._'>)1ste111 
Afarket Jla/11e <if /lssets 11s of Dece111/1er 31, 2002 

Assets 

Investments 
Corporate Stocks 
Rcat Estate I11tcrcsts 
U.S. Govcn1mcnt Securities 
lntemi:ttionnl Stocks 
Sl1ort-'fcrrn 1nvcstn1cnt Funds 
lJ,S, Government Bonds (PIMCO) 
lntcr11ational Govenm1ent Securities 
P<1rt11crsilip Interests 
Corporate Bonds 
~fotal l11vcstmcnts 

Oti1cr Assets 
Cash 
Interest and Dividends Receivable 
Contributions Receivable 
Fixed .A.sscts 
Otl1cr Assets 
1·01a1 

"I' otal Assets 

Liabilities 

Contributions Refundable 
Other Liabilities 

Total Liabilities 

Net 1lfarket Value of Assets 
(Assets Minus Liabilities) 

$ 67,772,538 
50,211,339 
39,554,070 
30,626,335 
22,436,048 
15,291,769 
13,016,363 
5,904,685 
J,932 328 

s 246,795,525 

s 49,775 
1,259,524 

935,280 
470,870 

7 781 
$ 2,723,230 

$ 157,685 
376 437 

~------------ l\ud<l and Wisdori.t, lnc. --------------__J 
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Exhibit 4 

lhtstin Police Retiren1cnt ~<t._1 1stern 

Co11111arisr11t of ftfarket Val11e Asset Allocatio1t as of tl1e Prior a11tl C11rre11t Act1,arial f1al11atio11 Dates 

Dece1nber 31, 2002 December 31, 2001 

International Don1estic 
Stocks 

Domestic Stocks 
12°/o 40% Stocks ·-\ 

27% 

::i I ) 
Inte1national 

Government Stocks 
Sec.& Bonds 20% 

28o/o ... ..... 
, Real Estate 

\ Real Estate & Partnerships 
& Partnerships Government 

' 18% Cash& 23% Sec.& Bonds Cash& 
Equivalent 

16% Equivalent 
1 O'Yo 6% 

-------------------- Rudd und \Visdom. Inc. -··~------' 



Exhibit 5 

.t-\ttstin I>oJice Rctiremc11t Sy·stcm 
Dei•elop1t1e11t of rJct11arial J/11ll1e of14ssets 

Calc11/atio11 of 2002 1! ctr1arial !11i•esl111e11t G1ii1Il(loss) 

Market Value of Assets as of Deceml)cr 31, 200 t 
2002 City of Austin Contributions 
2002 Officer Contributions 
2(J02 Benefit J'oy1nc11ts ancl Contribtttion Ref11nds 
l~xpectcd ln\1Cstment f{cturn at 8% during 2002 
Expected Mnrkct Vnluc of Assets as ofDccembcr 31, 2002 
Actual Market Value of Assets as of December 31, 2002 
2002 Actunrfol lnvestmcnl Gain/( Loss) 

C11lc11latio1z of2001.r1ct1111rit1! /1ivest11ze11t Gc1i11/(Loss) 

Market Value of Assets as of December 31, 2000 
2001 City of Austin Contributions 
2001 Officer Contributions 
200 I Benefit Pay'Inen!s n11d Contritiution Refunds 
f::xpcclcd Jnvcstn1ent Return at 8.25% <luring 2001 
Expectc(I Market Value of r\sscls us of [)ccen1bcr 31, 2001 
1\ctu<1f tv1arket \'aiuc of J-\sscts as of December 3 I, 2001 
2001 Actuarial Investment Gaini(Loss) 

lllstory• of~·1ct11arinl {11rest111e11t G11i11sl(Losses) 

Tota! Deferred 
Ycnr Gainl(Loss) Percentage 

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

Act11arial J?af11e of~.fssets 

Market Value as of December 3 l, 2002 
Deferred Gain/(Loss) to be Recognized in Future 
Total 

80% of Market Value as of December 31, 2002 
120% of J\tlarkct Value as of Deccn1bcr 31. 2002 

Actuarial Value as of December 31, 2002 

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

(14,505,660) 
2 l ,368,402 

$ 291,229,820 
248,984.633 

s (42,245,187) 

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

( 13,221,597) 
22 710 660 

"--~--l~~m_;. __ _ 

s 299,374,277 
264.42£,67..5. 

s (35,421,602) 

Deferred 
Gain/(Loss) 1\mour1t 

~!Lll.[Dcccmbcr 31, 200 l 

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

(653,898) 
3 999 908 

$ (51,703,101) 

$ 248,984,633 
·(51,703,101) 

$ 300,687, 734 

$ 199,187,706 
$ 298,781,560 

$ 298,781,560 

-------------- Iludd and \\/isdori1, loc. -----------------' 
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Exhibit 6 

.-lusti11 Police l~etire111a11t 5)isrent 
Historical Cc11111Jariso11s of ~lark et a11d Act11arial Asset Val11es 

(J1al11atio11 as as of Dece11rher 31) 

$ in l'v1illions 

······· ··---· ··--- ·--··· 

1995 1997 1999 2001 

I •Market Value DActuarial Value J 

2002 

L-------------------- l<uddnn<l \\li;<lom. lnc. ----------------------' 



Exhibit 1 

,·1ustin PcJlice Rctire1ne111 .)J1Sle1n 
Distrib11tio11 of Pofi(.:e Ojjic..·er,i,· b.v ,..Jge a111l Sen·ice as of Dece111bcr 31, 2002 

i' (;.'.ll"S ;\Jt::iinc-d A11e 
of Under .· 65or 

Service -'!L ;?0·24 25-29 30-34 35.39 40,..:1.-i 45-49 ,2!2;54 55-59 60.64 Over Toinl 

0 0 12 34 ll 5 J 0 0 0 0 68 
I 0 JO 48 34 9 6 2 0 0 0 0 109 
2 0 7 ·; ,_ 37 13 5 0 0 0 0 0 114 
3 0 18 15 4 2 0 0 0 0 0 40 
4 0 26 42 25 4 2 l 0 0 0 iOl 

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

ID 0 0 0 13 22 23 6 0 0 0 0 6-1 
11 0 0 0 6 ... 8 l 0 0 0 0 29 
12 0 0 0 3 29 20 7 0 0 0 0 59 
13 0 0 0 0 l 0 I 0 0 0 0 2 
14 0 0 0 0 12 5 5 l 0 0 0 23 

15 0 0 0 0 7 " J 0 0 0 0 14 
16 0 0 0 0 8 29 9 l l 0 0 48 
17 0 0 0 0 8 37 12 2 l 0 0 60 
IS 0 0 0 0 l 25 13 6 0 l 0 40 
l9 0 0 0 0 0 19 21 6 0 0 0 ·16 

20-24 0 0 0 0 o. l.I 79 31 6 0 0 131 
25-29 0 0 0 0 0 0 25 29 5 0 0 59 
JQ.J4 0 0 0 0 0 0 l 11 l 0 0 13 
3.5-39 0 0 0 0 0 0 0 0 l 0 0 l 
40-44 0 0 0 0 0 0 0 0 0 0 0 0 

45-49 0 0 0 0 0 0 0 0 0 0 0 0 
5(}+ .Jl .Jl .Jl .Jl .Jl .Jl ,J~ .Jl _o .Jl .Jl Jl 

'fol:Jls 0 32 '7' .:;_..) 320 255 231 193 SS 15 0 1364 

Average 
!Vlonthly 
S;ilary so Sl,264 $3,730- $4.217 $4,701 .$5,'18·l $6,0ll $6,377 56.661 $5,!56 0 $4,841 

--------------- Rudd and Wisdom, Inc, -----------------' 
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Exhibit 8 

Austin fio/icc J?etire111e11t S}'s!e1n 
Hiritorical S11111111arJ' of Gro1vtl1 i11 N11111ber OJ Co11trib11ti11g Mentbers 

... , .......... ,. ..... ,., '"' ....... " ... , ...... ,.......................... . .......... . 

1,074 -. .9.60 ... , 

TT69 , 

1,364 
1,277 

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

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

II-year period 1992-2003: 4.9% 
23-year period 1980-2003: 4.2% 

'------------------------ f(u,ld und \\/1sJ01n, Inc. ~~------------



Male Officers 
88o/o 

Exhibit 9 

?1ustin Police Retiren;ent .);,stc1n 
Bret1kdo•1..>11 by Sex oj'N11n1her 1if Officers a11d Average A111111al Rate 

of P<t)' as Reporletl for tlte Decettther 31 ~ 20fJ2 i7al11atio11 

$65,000 ..----------..., 

Fen1ale Officers 
12% 

$60,000 

$55,000 

$50,000 

$45,000 

$40,000 

$35,000 . 

$30,000 

and \VJsdom, 

$59,735 

Male Female Total 

ill 
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Exhibit 10 

r1usrin l)oiice l~etiren1en1 5)1slelf1 
BreakdoJPll of Pe11sio11ers b;• 1)'Pe l111cl A1111uitJ~ Optio1r 

Joint and 50% 
5o/r, 

--~-----

Joint and 
Two-Thirds 

11% 

Survi\'it1g 
Beneficiary 

9o/ri 

Vested 
Terminations 

3°/o Other 
4% 

Level Income Options 
19% 

Joint and 100% 
22% 

Stniigbt Life 
27iX) 

r\udd and \\'isduru, Inc.--~------------------



Exhibit 11 

11ustin Police l?etircn1ent .SJ,ste1n 
S11111111f11J1 D£rta of 11 cti~·e Police Officers a11t/ Pe11sio11ers 

tts l?.e11orletlfor tire Dece111ber 31, 2002 J/11/11f1tio11 

Active Police Officers Male Fen1alc 

Totnl Contributing J)olicc Officers 1,207 157 

.t-\11nualizcd Reported Pnyroll $69,857,947 $9,378,419 

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

Monthly 
Pensioners Number PaV111ent 

Service Rctire1ncnts by 'f'ypc of An11uity 
Straight Life 89 $326,595 
Joint nnd 100% 70 257,357 
Joint and 50% 16 66,446 
Joint and T\vo-Tl1irds Beneficiary 33 130,722 
Joi11t nnd 'I\vo-'l'l1irds Last Survivor I 4,223 
Level lncotnc Straigl1t Life 18 67,245 
Level Incon1c Joint a11d T\vo-Tl1irds 31 100,821 
Level Income Joint ancl I OOo/o 12 48,093 
Fifteen Year Certain ancl Life 2 7.708 -

Total Service Retircn1ents 272 1,009,210 

Disability Rctire111cnts 4 7,487 

Survi\'ing Beneficiaries 27 85,095 

Vested Tcnninatcci Officers -2 13 436 

Total 312 $1,115,228 

Total 

1,36.J 

$79,236,366 

558,091 

Actuarinl 
Present Value 

of Benefits 

$40,957,216 
35,335,449 

7,898,222 
16,714,015 

510,459 
6,391,429 

11,193,841 
5,830,316 

956 178 
125,787,125 

859,467 

9 805 983 , , 

803496 

$137.256,071 

-------------- Rudd ancl \\'isdo1n, 1nc. ------------------' 
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Exllibit 12 
/'iustin Police Retirc11rent S..vste111 

Ilistorical Co111pariso11s of Actuarittl Accr11ed LiabifitJ'for Acli,•e Officers a111/ l't!ttsio11ers 
(Prese11t Platt Val11atio11s as of Det•e11tber 31) 

$ in Millions 

............... -. ... ,,,.. 

.. 

.................... .,.,, .... 

1995 1997 1999 200! 

I DActive Officers •Pensioners I 
2002 

~-------------------- l{uddand \.\/1s<lom, Inc.----------------------' 



Date SJ1ste111 Bega11 

January I, 1980 

Statute Effective Date 

September I, 2003 

.-1tl111i11istr11tio11 

Exhibit 13 

A11sti11 Police Retire1ne1zl S':vste111 
S111n111ary Pla11 Descriptio11 

Tl1c f11nd is ad1ninistcrcd by a retirement board consisting of l I n1cn1bcrs. F11nds arc held 
by the rctircn1ent board, as tn1stcc. 

E11111lo;·ees J11c/11tle1l 

All rcgulnr and pcr111anent full-tin1c JJolicc officers or caclcts \VlH.1 arc employed by tl1c 
police dc1Jartn1cnt. In addition, cn11Jloyecs of the Systcn1's ad111inistrativc staff arc also 
included_ 

E111ployee Co11trib11tio11s 

9o/o of eac}1 police officer's "Con1pc11sation Considered". 

City Co11trib11tio11s 

1 So/o of "Co1npcnsation Considered'' for all 11 Ernplo)'CCS Included" effective as of October I, 
1996 and thereafter. Effective September I, 2003, a very small portion of the city 
contributio11 will be allocated by tl1e Board to the Retiree Death Benefit Fund (account) 
administered by tl1e System. 

Service Co11sidered 

T11e nl1mber of months during \Vlllch a member is rcqi1irccl to 111ake and docs 1nakc 
prescribed contributions plus (a) any creditable service received as a result of t11e provisions 
for establisl1ing credit for certain military service, caclct service, probationary service 
follo\ving tl1e commission date \Vl1en no contributions \Vere previously made or (b) 
reinstating previously forfeited service. 

--------------- Rudd and \Xlisdon1, Inc. _______________ __, 
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Co11tpt:11sf1tio11 Co11sidcred 

Base pay and longevity pay. 

Exhibit 13 (continued) 

?11rsti11 l'olice Rctirc1nc1:t S;·s1e111 
Sl111r111a1J-' Pla11 Descriptio11 

,4verr1ge Fit1al Co111pe11satio11 

1110 l1ighcst rnonthl)' average of l11c "Co1npcnsation C'.onslcicrc<l" for 36 months of the last 
120 months during \vl1icl1 the mcrnbcr contributed to the systcn1 or during the months of 
service for \vl1icl1 he did contribute, if less than 120. 

1Vorr11a/ Retire111e1zt Date 

"Die first day of tl1e month follo\vi11g tl1c earliest 1nontl1 in \vl1icl1 (a) the member has 
comp1ctcd at least 23 years of creditable service not reflcctirig any military service credit; or 
(b) the mcn1bcr has attained age 55 and completed at least 20 years of creditable service not 
reflecting any military service crc<lit; or (c:) the tr1embcr l1as reached age -62. 

Nor1t1al Service Retire111e11t Be1zefit 

A 111en1ber is eligible for a nom1nf service rctiren1ent benefit after having reiJched his 
nonnni retirement date. T11e montl1iy ar1nuity) payable as a Iifc annuity {n1odified cnsl1 
refund), is 3.001}'0 of ".>\vcrage I;inal Com1Jensation" muit1piicd by years and r11onths of 
"Service ConsideretL 11 

Dist1hilil)1 lJe11efit 

A member is eligible for a disability benefit (a) at any age provided he has complclcd ten 
years of service and (b) has a total nnd pcrmar1cnt disability fron1 atly cause. A n1c1nbcr 
with less than JO years of service is also eligible for a disability benefit if his disability is 
totnl nnd pcnnane11t and is the result of his dulics as a police officer. The annuity is 
compt1ted considering service and compensation to date of disability; 110\vcvcr. not less th:nn 
20 years of service \viJl be credited for an occupational ctisability. 

--------------- f{ud<l and \'Visdom, Inc. -----------------' 
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Death Be11ejils 

Exhibit 13 (continued) 

1lusti1: [>o/ice Retirc1ne11t ~<>;·stc111 
S11111111ary• P/1111 Descriptio11 

If dcat11 occurs before ellgibility for rctiren1ent, the n1cmbcr1s beneficiary receives a benefit 
equ<1I to t\vice the acc11mulatcd n1ernbcr contributions fl)nde plus a1Jo1,vablc interest. ·r11is 
benefit \vill not f,e less th<ln $7,500, 

If dcatl1 occurs before retlrcn1cnt but after cligil>ilit)'" for rctircn1ent and tl1e n1embcr l1ad 
eicclcd nn optiot1nl annuit}', the 111en1bcr's bc11cficiary ivill be entitled to a monthly nnnuity 
culculated as if the member hnd retired at the end of the month in which he died. A $7,500 
lunlp-s111n dcail1 l1enefit ls also payable to t11c beneficiary, 

If death occ11rs before rctircn1cnt l1ut after eligibility for rctircn1cnt and prior to selection of 
an optional nnnuity and, if the n1C1)1bcr leaves a la\vfi.1lly n1::irricd s11011se surviving, then lhe 
surviving s1>ousc n1ay select a11 Oj)tional annuity or select a I1u11p sum benefit equal to t\vtce 
tl1c acctu11t:latcd r11cn1ber contributions Jnade plus aliovvublc ir1tercst. If the Ja\vfuIJy 
murricci surviving spouse tlics l)~fore l1aving received bc11cfils criual to tl1e at11ount of 
uccun1ulatc<i n1cn1bcr contribt1lions, the excess of such accur11ulatecl deposits over tl1c 
benefits actually received \Viii l)c refun<lcd i11 one sum to the men1bcr's estate. If the 
mc1nlJer leaves no surviving spouse~ tJ1cn the 111cn1ber's dcsignatccI beneficiary, or if no 
bc11cficiary exists, the executor or ad1ninistrator of the estate, n1ay select either the Fifteen 
Year Certain and Life I\nnuity or n Jun1p sum benefit cqunl to t\vicc the accumulated 
n1cn1l1cr c<n1tributions 111nc1c fJlus al[o,\•nblc interest. If an 01,tional ar1nt1ity is selected in lieu 
of a !tui1p sun1 benefit, a S7 ~500 !1u11p s1u11 dcatI1 benefit Is payabic to the beneficiary. 

If deatl1 occurs after retirement, the r11cn1bcr's beneficiary rccel\'cs a hcnefit equaJ to tl1e 
excess~ if any, of t11c acctimuJatcd member contributions plus allo,vable interest over ti1c 
benefits actunlly received. Under certain optional pension forn1s the beneficiary \Viii also 
be entitled to receive a monthly an1111ity for life or for the remainder of a certain period. 

Retiree Deat/1 Be11ejit F11111/ 

Effective September I, 2003, n separate fond was established to pay $7,500 post-retirement 
ltn11p sum death benefits. This fund is funded by city contributions. 

lf the n1ernber l1ns 10 :;rears of service, J1c n1a;' elect to )cave hls accumu)atcd clcposi1s \\'itJ1 
the retirement system. He will be entitled to a deferred benefit commencing nt the nonnal 
retirement date based upon his service and compensation prior to termination. 

--------------- Rudd J.rt1'.i \V'isdom, Inc. ---------------~ 
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Ter111i11aiio11 of E'111plo-)'IJIC11t 

Exhibit 13 (continued) 

.-J1t.stin Police Retire111e11t SJ:slenz 
S11111111nry Pla11 Descriptio1i 

A member iermi11atit1g c1l1pJoyment for reasons 01l1cr than service rctirementt disability 
retirement or (icnth \ViJI receive an amo11nt equal to his contributions to the retirement 
systen1 and accumulated interest. Interest \vill be credited at the end of each calendar year 
at a rate detcrminccl by t11c systen11s board of tn1stees on the member's be&,rinning~of~ycar 
account bnl.nncc. 

Optio11t1/ Pa)'111e11ts 

A re!iring 1neml)cr may elect an optional form of annuity pa)'TI1Cnt rather titan the standard 
Life A11n11ity. SucI1 optio11s nre a Joi11t and 1()01}~ to St1rvivor, Joiiit and 50% to St1rvivor, 
Joint and T\vo-'I'l1irds to Survivor~ Joint and rf\vo~Tl1ir{Js to Last Sunrivor or 15-Ycar 
Certain and Life Anrn.1Jty. 

A retroactive deferred retirement option plan (RETRO DROP) can also be elected by 
retiring n1cmbcrs 111eetii1g certain eligibility requirements, 1'his option pro\'ides the member 
with a monthly annuity und a lump snm. The RETRO DROP benefit computation date 
elected by the member may not be earlier than tl1c date the member completed 23 years of 
creditable sen'ice not reflecting any militaI)' service credit or 111ay 11ot be earlier than 36 
months prior !o tlie date of rctircn1ent. 

Postretire111cr1t Cast-of-Lil"ittg l11creases 

'fhe Board may autl1orize an annual cost-of-Jiving adjustment, subject to actuarial approval, 
not to cxcecci 6% per year. Postretirement benefit increases \Vill automatically be providecl 
\Vl1cn the systcn1's benefit formula as a percent of average compensation for years of service 
increases. 

--------------- Rudd a.nd \V:sdom, Inc. -----------------' 
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Exhibit 14 

;Justin Police Retirer11ent S;1sten1 

S1J.111111ary of Actrtarial 1lfet/1otls a11d Ass11111ptio1is 

L Actuarial Cost Method 

2. Asset Valuation Method 

3. Investment Return (lnterest Rate) 

4. Inflation 

5. Salary Increase Due to General 
Wage Increases 

6. Salary Increase Due to 
Promotion a11d Longevity 
Increases 

7. Total Salary Increase 

8. Interest Credited on Officer's 
1\ccum11lated Contributions 

9. !vlortality 
a. Active and Retired 

b. Disabled 

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

level percent of compensation over 
a mcmbcr1s career. 

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

Gains and losses in tl1e market \'aluc of 
assets, based on the difference betv,1cen tlie 
actual rate of return and the assumed rate 
of return) arc recognized in t11e actuarial 
value over five years. The actuarial value 
\viii 11ot be less than 80o/o or nlOrc t11an 
120% of the market value of assets. 

8% per year, net of expenses 

4% per year 

4% per year 

2.8% per year average O\'Cr career. See 
Exhibit 16 for the promotion and longevity 
sa1ary increases by year of service, 

6.8o/o per year average ov·cr career. See 
Exhibit 16 for the total salary increases by 
year of scrv·ice. 

4~{, per year 

UP-1994 Mortality Tables for males and 
females \Vitl1 no age adjustn1cnts or 
projections 
85% of l 965 RRB Disabled Annuitants 
Mort;Jlity Table 

~------------- Rudd Jnd W'isdom, Jnc-, .__.__.__ ___________ _, 
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Exhibit 14 (continued) 

.'11tsfi11 Police Retirc1ne11t S)1ste1u 

S1111l111ary of Act1111rial tlfct/1otls 1111d Ass11111ptio11s 

I 0. Rctirc1ncnt Rates 

I I. \Vithdrnwal Rates 

12. Disability Rates 

13. Future i\"filitary Service P11rcl1ase 
for Officers \VitJ1out l)urchasc 

14. RETRO DROP Election 

15. RETRO DROP Period Election 

16. Percent Single after Eligible for 
Service Retirement 

17. Age of Spouse of Officer Who 
Dies \Vhile Eligible to Retire 

18. Pay111ent Fonn Election for Prc
Retircmcnt Death Benefits 
a. Married Members 
b. Single Jvfombcrs 

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

Expected ~r1/crage retirement age of 52.7 
based on the officers included in the 
December 3 I, 2002 valuation. See Exhibit 
17 for service and age-related rhtes. 

Expected average ann11al number of 
tern1inations \vi th a refund of contributions 
of24 per year in 2003 based on the officers 
included in the December 31, 2002 
'Valuation. Sec Exl1ibit 18 for scrvice
refatcd rates. 

Sec Exhibit 19 for age-related rntcs. 

• 20 montl1s p11rcl1ased 011 average 
• 50% of officers 11ndcr 45 
• 75o/o of officers 45 and above 
• 25% of estimated cost paid by officer 

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

Jvlerribcrs elect the maxin1un1 period 
eligible (up to 36 months). 

i5% 

Female 3 years yot111gcr than male 

Joint and J 00~"¢ to Survivor 
15-Year Certain and Life Annuity 

Nt)llC 
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Exhibit 14 (continued) 

/lusti11 Police Retire1ue11t ,<:;)1stc111 

,)111t1111ar;• of ,,-lctJtarial ;lJet/1ods 11111/ ,,..1ss1111tptio11s 

20. Cadet Service Purc11ase 

21. Forfeited Service Purchase, 
Probationary Service Purchase, nnd 
lJniform !\1illtary Leave of Sen'ice 
Purchase 

• 100% of officers \vho have not yet 
purcl1ascd the credit \vi1l purcl1asc their 
cadet service in tl1e future. 

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

IOOo/n- of officers \Vitl1 such eligible service 
\Viii pttrchnse tl1e respective service. 

-------------- I\udd and \'(iisdom, Inc. ---------------~ 
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Exhibit 15 

A11sti11 Police Reti1·c1ne11t 5}'sft,>tn 
C/1a11ges i11Act11nrial1lfet/1ods a11rl .. tss11111ptio11s 

December 31, 2002 December 31, 2001 
Actuarial Assu1nption ;\ctt1arial 1\ssun1ption 

......... 

Interest Credited on Officers' 
Acc11n1ulated Contributions 4% 51?-ii 

--------------- Rudd and \Vlsdom, lni:. -----------------' 
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Exhibit 16 

A11stin Police Retire1ne11! Syste111 
.. ')afao· Rate of !1rcrcase fro111 Y t?llr t-1 to }'cart 

Salarv Incrc::ises Due to 
·--------~-

Pron1otlon and 

lrenr of ' Longevity 
Scn:ice t lncrenses Total Increases - -·-

I 18.0% 22.7o/r. 

2 I L2 15.6 

3 5.8 10.0 

4 0.9 4.9 
5 0.9 4.9 

6 7.1 11.4 

7 0.5 4.5 

8 0.5 4.5 

9 0.5 4.5 

JO 7.1 11.4 

I! 0.3 4.3 

12 0.3 4.3 

13 0.3 4.3 

14 7.1 11.4 

15 0.2 4.2 

16 7.2 11.5 

17 0.2 4.2 

18 0.1 4.1 

19 0. I 4. I 

20 0.1 4.l 

21 0.1 4.1 

22 O. l 4.1 

23 0. I 4. I 
24 0.1 4. I 

25 ' O.l 4. I 

26-45 0.0 I 4.0 

------------- Jludd and \)/'isdo1n, Inc. ---------------J 
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Exhibit 17 

/lustin Police Retire111e1zt Systent 
Sen·ice Relire111e11t Rates Per 1,000 Jl-fe111hcrs 

For Entry Ages Under 32 For Entry Ages 33 and Above 

I 22& I 
I 

43& 
I 

Service l Under 23-27 28-32 1\gc I 33-37 38-42 Over 

50 
I 

75 JOO 43 I 

23 I 

' 24 200 200 200 44 

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

29 500 400 500 49 

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

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

40 600 60 1000 500 
41 600 61 350 
42 1000* 62 350 800 

63 350 400 
64 j 350 400 

65 1000 1000 

* 100~{, rctiren1cnt r<1tc \Viii be cffcctivt: at ugi: 60 if earlier. 

------------Rudd and \Visdom, Inc.---------------' 
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Exhibit 18 

.-111sti11 fJofice Retire1nent 5).,stern 
JJfitl11/r111ral fl.ates Per 1,000 J}[e11zbers 

Years of Service Withdrawal Rates 

0 100 
1 20 
2 20 
3 20 
4 20 

5 20 
6 20 
7 20 
8 20 
9 20 

IO 20 
I 1 17 
12 14 
13 IO 
14 5 

15 0 
16 0 
17 0 
18 0 
19 0 
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J\gc 

20 
21 
22 
23 
24 

r _) 

26 
27 
28 
29 

30 
3 I 
'? j_ 

33 
34 

35 
36 
37 
38 
39 

Exhibit 19 

.1'1ttstitt Police Retire111e11t SJ1Slen1 

Disability Rates Per 1,000 /If embers* 

Disability 
Rates Age 

0.14 40 
0.15 41 
0.16 42 
0.17 43 
0.18 44 

0.19 45 
0.2 I 46 
0.2J 47 
0.25 48 
0.28 49 

0.31 50 
0.35 51 
0.40 52 
0.45 53 
0.49 54 

0.52 55 
0.54 56 
0.57 57 
0.62 53 
0.73 59 

60 
61 

62 and later 

Disability 
Rates 

0.92 
1.14 
l.32 
1.48 
l.73 

2.09 
2.55 
2.98 
3.34 
3.62 

3.79 
3.92 
4.04 
4.24 
4.56 

4.90 
5.32 
5.86 
6.60 
7.53 

9.11 
11.72 
0.00 

"' l{ates arc for disability· due to aII cat1scs, and occ11pational disability rates are ass11med to 
be 55o/o of all cause rates. 

------------- Rudd and Wisdom, Inc-. --------------.l 
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Exhibit 20 

.rlz1sti11 Police Retirc111et1t .S)·ste111 
Defi11itio11s 

l. .·ict1tt1rial cc1st 111ctl1t1ll - A procedure for dctcrn1h1ing t11e acttinria] present value of 
pension plan benefits and for developing an actuarially equivalent allocation of such 
vuluc to time pcriocls in the forn1 of a 11om1a1 cost contribution rate and an actuarial 
accmcd liability. 

2. Acl11f1rit1lly e1111ii•r1le11t - Of equal nctuarial present value, dctcrr11incd as of a gi\'Cn date 
\vitl1 cac11 \'aluc bnscd on tl1c san1c set of actuarial assurnptions. 

3. ,-'fctl1t1rial prese11t i'l1(11e .. 'fhc va]11e of an nn1011nt or series of amour11s payable or 
rccciv'ttl)lC at various lin;cs in tl1c fiih1rc, clercr1nincd as of a given date: (the valuation 
(fate) by· tl1e il:J')plicntion <>fthe actuarial nssun1ptions. 

4. J:..-11tr)i ,•ige /1ct1111ri11J ('ost 1lJet/101l - A n1cthod uncicr \\'f1icl1 the actuarial present vai11c 
of projcclct"J bi:11cfits of cacl1 indivi(luaI inclutJccl in the valuation is a!locatccl on a lc\'CI 
basis over the earnings of ti1c inrlividual bct\vccn tl1c c11try age and asstl!llC{i exit, Entry 
age is calcuiatccl as 1f1c cliffcrcncc bct\vcc11 the attained age ancl t!1c years of service 
credit a;; of the valuation elate. Service is ass11rncd to be conti11uous. 

5, 1Vor111al t'l1St t.·c111trib11fil111 rate - Thut portion of tl1c actuarial prcsc11t value of benefits 
\\•hicf1 is allocated t1) a valuation ;·t::ar by [be Entry 1\gc Act11a:rial Cost Ivlct11od. It is 
cxpressc(f as a p.,;rccnt of C(}n1pcnsation nncl is c(iual to 1!1c actuarial prcsl!nt value at 
l1irc of projected l1encJi1s divided b)' the actuarial prcsc11t value at i1irc of anticipated 
future con1pcnsation. lt is calculated for each individual and s11n11ned for tl1c entire 
grot1p. 

6. /fct11r1rial (/Ccr11etl /!11/Ji/ity - 'f'hat portion. as dc!crmincd by tl1c Entry Age I\ctuarial 
Cos! Iv1ctl1o{l, of the actuarial present value of benefits \Vhich is not pro,vided for b;' 
futt1rc norn1nl cost contributions, 

, 
'. U1rfit11de1/ t1cl11ari<ll t1ccr11cd liabilitJ' - Tl1c excess of tl1c total actuarial present vuiue of 

future benefits over t11c stnr1 of the tangible assets and t11c actt1ariaJ present value of 
fi1turc normal cost contributions, 

8. :1t·l1tt1rinl 1•1:t/11e of t1ssets - The value of cash, invcstn1cnts, ru1d 0U1cr t'ropcrty 
bclo11ging to a pension p]<tn, as used by the actt1ary for tlic p11rposc of an actuarial 
vait1ation. 

9. /tt·t11l1ritzl gt1t'11 or loss - r\ i11cast1rc of the <liffcrcncc bct\vccn actual experience ~u1d that 
cxpcctc<l basc<l upon a set of nct11arial assu111ptions, ciuring the period bct\vecn t\VO 
nctuarial \'aluation <lntcs. 

------·-------··~- Rutld and \'Visdon1, lnc. -----------------' 
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Exhibit 21 

r111sti11 Police f(etire111ent ._)),.stc:11i 

Disc/os11.res i11 ,-1ccorrlf111ce u1itlt G'ASB State111e11t No. 25 
Re11t1ire1l S11pp/e11zc1ttt1ry1 /1ifor111atio1z 

for tlte S;·ste11t 's I·l11a11cial State11te11ts for Fiscal Year 
E1ttfi11g Dece111her 311 2001 

I. Schedule of Fn11cling Progress 

. -· 
Entry Age 

r\ct11atinl Actuarial :'\ccrucd Unfunded Annual 
Aciuarial Value of Liability AAL Funded Covered 
Valtt<ltion r\ssets (AAL) (UAAL) Ratio Payroll' 

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

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

'
5 226,913,439 257,850, I 62 30,936,723 88.0 54,695,072 

1213 l/O !'·' 284, 761,203 347,548,177 62,786,974 81.9 69,706,749 
121311027 298,781,560 384,991,799 86,210,239 77.6 79,236,366 

1Prior to the ac!u.:irial valuation as O..ct:rnbcr 3 l, 200:.?, !he Sys!cm lind bicnni.'.11 valuations. 
:TI1c covered p-a}TO!I is b;ised on the nnnunl rate of h:isc pay and longevity pay used in the valuation. 
~Economic and tlen1ographic ;1:>$Vmpiions \Vere ri.:vistd. 
~Reflects cha.4gcs 111 pl:m benefit provisions cffi.:clive Scp1einber I, 1997. 
'R1:flccls changes in plan bcncfii provisions effcc:1ve Scplctnbcr 1, 1999. 
4Rcflccts ch:ingcs in pf an benefil provisions cff«d"c Sqtlcn1bcr I, 2001. 
7Rcflct:ts ch:ingcs in pla.'1 bcnefi: pro.visions effcrtive Scp!e1nbcr I, 2003. 

II. Schedule of Employer Contributions 

- "' 

Annual 
Contribution 

Plan As a Fixed Annual 
Year Ended Percentage of Required Percentage 

Dccembcr31 PayToll Contribution 1 Contributed 

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

1 The mmu-al required contribution is bnscd on ;;etunl CO\'Crcd payroll. 

UAALasa 
Percentage 
of Covered· 

Payroll 
((b • a)/c) 

ll4.6% 
56.6 
90.1 

!08.8 
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Exhillit 21 (conti11uc{J) 

4•11rsti11 f:>o/ice I?etirc111e1rt S)1stc111 

Disclos11res i11.1lccorflnt1ce J~·i1!1 G;"1Sll State111c11t JVo. 25 
Req11ired S11pple11te11t11')111ifor111atio11 

for tl1e .);1ste11i 's Fi11a11ci11l State111e11ts for fiscal Ye11r 
E11di11g Dece111ber 31, 2001 

III. Notes to Required Supplementary lnforrrmtion 

The infom1ation prcscnte<l ln the required suppJen1c11tnry sc1lc<iules \Vas detcnnined as pnrt 
of Ehe act11arial valuations at il1c dates indicated. 1\cldittonal infonnation as of the latest 
act11arial valuntion follo\vS. 

Valualion date 
Actuarinl cost method 
An1ortization method 
Re1naining a1nortizntion period 
,i\ssct val11ation metJ1od 

:\ctuaria1 nssun1ptions: 
Invcsttnent rate of rctun1, net 

December 3 l, 2002 
Entry Age 

Level percentage of projected payroll, open 
25.7 years 

l'v1arkct value smoL)thcd by a 5-ycar deferred rccog11ition 
method \\1it11 ~u1 SOt;.'(;/J 20% corri(!or on market 

of expenses, con1poundcd annually 
Projcctc!I salary increases Jnclt1ding 

promotion nnd longevity 4.0"ID Io 22,(}'Y(, per year, averaging 6.8% 
4.0% 
None 

Inflation rate per _year 
Postrctiren1cnt cost-of-living adjt1stmcnts 

lV. Actunrial lnformation 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 DESCRJPTION 

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

TI1c System was originally established in 1979 by a City Council ordinance. 
Effective Attgust 1991, tf1c S1·stcm is governed by state la\\' \Vith plan amendments 
n1ndc by tJ1e Legislature of the State of Texas. TJ1c System provides retirement, 
death, disability and withdrawal benefits. Benefits vest after l 0 years of credited 
service. Participants n1ay retire at fa) 23 years of service excluding an;· miJitaI)' 
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Exhibit 21 (continued) 

Aus1i11 Police Retire1nent 5)1ste1n 
Disclos11res i11Accorda11ce1vlt!i G.1lSB State1ne11f No. 25 

Req11ire<l S11pple111e11tary• l11forn1atio11 
for t/1e S.rste111 's Fi11a11cial State111e11ts for Fiscal l'ear 

Emling December 31, 2002 

service credit regardless of age, or (b) age 55 "vith 20 years of service excluding any 
military service or (c) age 62. The monthly benefit at retirement is payable as a life 
annuity (modified cash refund). Iv; of December 31, 2002, the monthly benefit is 
equal to 3.0% of the highest 36-month average salary multiplied by years and months 
of service. Effective September l, 200 J ,·the RETRO DROP provisions were changed 
to require t11at a participant mt1st have 23 years of creditable sen'ice \vith the 
retirement system excluding any military service credit on the date the participant 
elects for the RETRO DROP benefit computation date. Effective September l, 2003, 
tl1e $7,500 post~rctirement lu111p sum death benefit is payable from a separate Retiree 
Dcnth Benefit Fund (nccount) administered by the System. 

Distributions to officers or their beneficiaries are also available in the event of total 
an(i pennanent clisability, provided tl1e officer has completed 10 years of service or 
tl1c injury "\vas sustained during lf1c pcrfon11ancc of empJo:ymcnt duties, or upon 
deati1. The terms of benefit payments are determined by certai11 elections made by 
the officer, tl1cir level of earnings and length of service, Payments to officers or tl1eir 
bcncficinries may be increased annually on an ad l1oc basis by tl1e nmou11t of increase 
in the Consumer Price Inclcx, limited to 6% per year, and subject to the apprO\'i!I of 
the Retirement Board and the actuary. 

Particl1)ating members in ti1c System inclttde full-tin1e police officers and ca,lets 
employed by the police department of the City and employees of the System. The 
following men1bership status of the Systetn was reflected in tl1e ach1arial valuation as 
of December 31, 2002: 

Retirees and beneficiaries current!}· receiving benefits (303) 
and tenninatcd emplo)'Ccs entit)cti to fut11rc n1ontl11y 
benefits (9) 

Current participating members 

Totnl 

312 

1,676 
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Exhibit 21 (continued) 

/lusti11 Police l?etire111e11t 5i)isfeJtt 
Disclosi1rcs i11Accor1la11ce1~·itl: G/'1SB State111e11t l"lo. 25 

lleq11lre1/ S11pp!e1r1c11tary l11for111atio11 
for t!ze .'>;•sle111 's Fi1ta1tcial State1t1e11ts for Fiscr1! Year 

E'11di11g Dece111ber 31, 2002 

B. CONTRJBUTJONS 

The System is funded lJy bi,vcek1y conttibutio11s froin the l)asic compensatio11~ 
consisting of base pay and longevity pa)', of police officers and by· contrib11tions from 
tl1e City. Under the provisions in effect on December 31, 2002, participants arc 
required to contribute 9o/o- of tl1cir bnsic con1pcr1sation to the Syste1n. The City is 
required to mnkc co11tributions equal to 18o/o of basic con1pensatio11 and n1ay 
authorize additional contributions. Effective September 1, 2003, a portion of the 
city's contribution \viii be allocated to the Retiree Death Benefit I~'und. 

"l'he ('.ity contribution rate is required by the state Ja\v governing the System and may 
be changed by amendment made by the Legislature of the Stale of Texas. The 
par!icipant contribution rate rnust be at least 6% but \Vas increased to 9% effective 
October 1993 by a reconlrnendation of the Retirement Bo:ar<l and an approving vote 
of the participating n1en1bcrs in accordance \Vitl1 tl1e state !a\v go\'Cn1ing the System. 
The participant contribution rate 1nay be ch<.irJgcd by amc11dment maiJe by the 
Lcgislat11re of t11c State of Texas or by appropriate actions of tl1e Board and tl1c 
participating nlcn1bcrs in accordance \vi th the state la\V governing tl1c System. 

\Vl1iie contribution rates arc not actuarially determined, state la\v reciuircs tho.t cacl1 
plan of benefits adopted by the System must be approved by a qualified actuary. The 
actuary certifies that tl1e contribution con1mitmcnt by '11c police officers and tJ1e City 
provides an adequate financing arrangcn1<-11t, Using the er1try age actuarial cost 
n1cti1od, tJ1c System's normal cost is dctcnnincd as a percentage of p:tyToll. TI1e 
excess of the total contribution rate over the normal cost rate ls 11sed to an1ortize lhe 
System's unfunded actuarial accrued liability, and the number of ycurs needed to 
a111ortizc the System1s unfunded actuarial accn1e<l iiabi lity is determined using an 
open, level percentage of payroll mctl1od. Based on tl1c actuarial \laluation as of 
December 31, 2002 and the Plan provisions effective September l, 2003, the nonnal 
cost \Vas 20.11% of pay and the amortizatio11 period \Vas 25.7 years. 
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Exhibit 22 

.. 4.usti11 Police I?.etire11re11t S;'ste111 
Disclos11res i11 Accorda11ce Jvitlz 6:4SB Stote111e11t lVo. 27 
Notes to t/1e Fi11a11cittl State11ie11ts for tlte City of~4.usti11 

for /he Fiscal l'ear Emli11g Sep/ember 30, 2002 

I. Annual Pension Cost 

For the fiscal year ending September 30, 2003, the City's Annual Pension Cost (APC) of 
S * for the Austin Police Retirement System is equal to 18% of the basic 
compensation, consisting of base pay and longevity pay of the members of the System 
(including both police cadets and officers), for the period October I, 2002 through August 
31, 2003 plus 17.906% of such basic compensation for the period September 1, 2003 
through September 30, 2003. The APC is equal to the City's required and actual 
contrilJutions, Tl1c required contributions are a fixed 18% of pay. 110\vever, effective 
September !, 2003, a portion (0.094%) of the city's contribution is allocated to a separate 
Retiree Death Benefit Fund (account). The required contributions \vere reflected in the 
December 31, 2002 actuarial valuation, \vl1ich satisfied the parameters of the Governmental 
Accounting Standards Board (GASB) Statement No. 27. The Entry Age Actuarial Cost 
h-lctl1od \Vas ttsed, \\·itl1 the nonnal cost calculated as a level percentage of payroll. 

TI1e actuarial assumptions included an investtr1cnt return assu111ption of So/o per )'ear (net of 
administrative expenses), projected salary i11creases ranging from 4% to 22o/o and averaging 
6,8% per y·ear, and no postretlrement cost-of-living adjustments. An inflation assumption of 
4% per year is included in tl)c invcstn1cnt return and salary increase assumptions. 'fhe 
actuarial \ralue of assets \Vas dctennincd tising a method tl1at smoothes tl1e effects of short~ 
tenn \'alatilit)' in the market \'alt1e of investments over a five-year period. Tf1e actuarial 
value of assets \\till not be more than 120% or less tl1an 80% of tl1e actua] market value. Tl1e 
unfunded actuarial accrued liability (UAAL) is amortized with the excess of the tolal 
contribution rate over the norn1al cost rate. The number of years needed to amortize the 
UAAL is determined using an open, level percentage of payroll method, assuming that the 
payroll will increase 4% per year, and was 25.7 years in the December 31, 2002 actuarial 
vait1ation. 

r= Fiscal 
· Year 

Ending 

0913012001 
09/30/2002 
09130/2003 

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

.,._ 

Annual Percentage Contribution as 
Pension ofAPC a Percentage 

Cost (APC) Contributed ofPa)TO!! 

s I 100% 18°/o --, 
100 18 

I 100 18117.906' . 

Net 
Pension 

Obligation 

$0 
0 
0 

1 City \vi!l be able to dctcnninc these amounts from their accounting systein since there is no net 
pension oblig-J.tion. 

'.! For tlle period October l, 2002 through 1\ugusl 31, 2003, the required cont.-1bution percentage \Vas 

18°:$. Effective September l. 2003, the city's contribution rale to fu.1.d nil System benefits except 
for tl:c $7,500 pos!-relircment death benefit is 17.9G-6%. 1l1u remainder of the city's conrribution 
(0.0947$) is used (0 fund the $7,500 posl-rctircrnent death benefit from the separate Retiree Death 
Benefit Fund (account). 
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Exhibit 22 (continued) 

Ausli11 Police Retire111e11t S}·s1e11J 
Disc/Qs11,res i11Accorda11ce1ritl1 GASB State111e11t No. 27 
1\rotes to tl1e Fi11a11cial State111e11ts for tl:e Cit); of r1.t1s1l11 

for tl1e Fiscal 1'ear E11di11g Septe111ber 30, 2002 

III. Schedule of Funding Progress 

Entry Age 
Actuarial Actuarial Accrued Unfunded Annual 

Actuarial Value of Liability AAL Funded Covered 
Valuation Assets (AAL) (UAAL) Ratio ' . PairoU-

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

12131197'·" s 168,601,584 $222,703,396 S54,101,812 75.7% S47,188,812 
1213 l/993S 226,913,439 257,850,162 30,936,723 88.0 54,695,072 
12131/0lM 2s4,761,203 I 347,548, 177 62,786,974 81.9 69,706,749 
!2/3li027 298,781,560 384,991,799 86,210,239 77.6 79,236,366 

1I'rior to the acluuriu! v<iltmtioo as Deccrnbcr 3 i, 2002, the System b:i.d biennial valuations, 
:TI1c covered payroll is based o;t !he '4"1nual rate of base JXIY and lonscvity p;iy used fr: the vnlnalion, 
1Economic and dcmugrupliic assumplions .,vcrc revised. 
'Reflects changes: in plun benefit provisior.s: effective: Scplcrr.bcr J, t997. 
'
1Retlects changes in pl:in benefit provisions crf .x:ivc Scp1en1lx:r ! , !999. 
~Reflects chnnges in plnn bt'Tlefit provisions cffcciive September 1, 2001. 
7Rc/lects chungcs in plan benefit provisions effective September 1, 2003. 

UAA.L as a 
Percentage 
of Covered 

Payroll 
((b - a)/c) 

114.6% 
56.6 
90.l 

108.8 

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

A. PLAN DESCRIPTION 

The Board of Trustees of the City of Austin Police Retirement System is the administrator 
of a single-employer defined benefit pension plan. The System is considered part of the 
City of Austin's financial reporting entity and is included in the City1s financial reports as a 
pension tmst fund. The Plan issues a stand alone report that is available from the 
Retirement Board. 

The System was originally established in 1979 by a City Council ordinance. Effective 
August 1991, the System is governed by state law with plan amendments made hy the 
Legislamrc of the State of Texas. The System provides retirement, death, disability and 
\Vithdra\\'Ul benefits. Bc11efits vest after 10 years of credited service. Participa11ts n1ay retire 
at (a) 23 years of service excluding an)' military' scr;licc credit regardless of age, or (b) age 
55 with 20 years of service excluding any military service or (c) age 62. The monthly 
benefit at retirement is payable as a life annuity (modified cash refund). As of December 31, 
200 I, the monthly benefit is equal to 3.0% of the highest 36-month average salary 
multiplied by years and months of service. 

I 
I 
!, 
g 
il 

I! 
l 
n 

~-------------Rudd <i.nd \\?isdom, lnc, --------------~ 
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Exhibit 22 (continued) 

1J11sti11 Police Relire11ie11t S)1Ste111 

Disclos11res i11 .4.ccordn1ice ivitl: G,,,.1SB State1ne11t lVo. 27 
Notes to t!ze Fi11a11cial State111e11tsfor tlte Cit)' of A11sti11 

/Or tl1e Fiscal }'ear E11di11g Seple111her 30, 2002 

Effective September I, 200 I, the RETRO DROP provisions were changed to require 
that a participant n1ust have 23 )'ears of creditable service \vith the retirement system 
excluding any n1ititnry• service credit on the date the participant elects for the RETRO 
DROP benefit computation date. Effective September I, 2003, the $7,500 post
rctircment lun1p sutn death benefit is payabie fron1 a separate Retiree Death Benefit 
Fund (account) administered by the System. 

Distribi1tions to officers or their beneficiaries arc also available in the event of total 
and permanent disability) provided the officer has completed 10 years of service or 
the injury was sustained during the perforn1ancc of employment duties, or upon death. 
111c lem1s of benefit payments arc determined by certain elections made by the 
officer, their level of ean1ings and length of service. Payn1cnts to officers or their 
beneficiaries n1ay be increased an11ually on an ad l1oc basis b)' the amou~t of increase 
in tJ1c Consun1cr Price lndex, lin1ited to 6o/a per year, and subject to the .approval of 
the Rctlrcn1cnt Board and the actuary. 

Participating rncn1bers in the S)'Stem include full-time police officers and cadets 
employed by the police department of the City and employees of the System. The 
follo\ving mcn1bcrship status of tl1c System \vas reflected in the actuarial valuation as 
ofDcccmbcr 31, 2002: 

Retirees and beneficiaries currently receiving benefits (303) 
and tenninated employees entitled to ft1ture n1onth1y 
benefits (9) 

Current participating members 

Total 

B. CONTRIBUTIONS 

312 

1,364 

1,676 

The System is fonded by biweekly contributions from the basic compensation, 
consisting of base pay and Iongcvit)' pay, of police officers and by contributions from 
tl1e City. Under the provisions in effect on December 31, 2002, participants are 
required to contribute 9o/n of tl1eir basic compensation to the System. The City is 
required to make contributions equal to 18% of basic compensation and n1ay authorize 
additional contributions. Effective September I, 2003, a portion of the city's 
contribution will be allocated to the Retiree Death Benefit Fund. 

~------------- Rudd and Wisdorn, Inc. ----------------' 
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Exhibit 22 (continued) 

_,1usti11 Police Retiren1e1t! S)-'Sfe1;1 

Disc/os11res i11 Accorfla11ce Jvitlr GASB State111e11t No. 27 
1Votes to t/1e Fi111111cial State111e1:tsfor tire Cit;1 of .1tusti11 

for the Fiscal Year Emling September 30, 1001 

The City co11tribution rate is required by the slate la\v go 1:cmlng tl1e System and may' 
be changed by amendment made by the Legislature of the State of Texas. 111c 
participant conlribtttion rate must be at feast 6~-0 but \Vas Increased to 9o/o effective 
October 1993 by a recon1mendation of the Retirement Board and an approving vote of 
the participating inembcrs in accordance \vith the state law go\'eming th:e System. The 
participant co11tribution rate may be changed by an1endn1cnt made by the Legislature: 
of the State of Texas or by appropriate actions of the Board and the participating 
n1cn1bcrs in accordance \Vith tl1c state la\V governing tl1e S:ystem, 

\Vl1ile contribution rates are not actuarially determined, state la\v rcqt1ircs tl1at each 
plan of benefits adopted by the System must be approved by a qualified actuary. The 
actuary certifies tl1at the co11tribution con1mitmcnt by the police officers and the City 
provid..::s iln adequate financing arrangcn1cnt. Using t11e entry age actuarial cost 
n1ctl1od, tf1c Systci11's norn1al cost is determined as a percentage of payroll. 'fhc excess 
of the total contribution rate O\'Cr the non11al cost rate is used to amortize tJ1e System's 
unfunded nct11arial accrued llabllity, and the nun1ber of years needed to amortize tl1e 
S}1ste111's unfunded actuarial accn1cd liabilit)1 is determined using an open~ level 
percentage of payroll method, Based on tl1e actuarial \taluation as of Dc:cem!Jcr 31, 
2002 nnd the Pia11 provisions effective Se1,tcmber 1, 2003, the normal cost \Vas 
20. 11 % of j)ay and tl1c a1nortization period \Va5 25. 7 yoars. 

~-------------- Rudd and \'Xlisdom, lnc:. ----------------J 
60 



SUMMARY OF INVESTMENTS 
DECEMBER 31, 2002 

Corporate stocks 

International stocks 

Real estate interests 

Short-term investment funds 

U.S. Government securities 

Government Bonda (PIMCO} 

Int'l Government securities 

Corporate bonds 

Partnership interests 

Total. 

Market 
Value 

67,772,5$8 

30,526,335 

50,211,339 

22,486,048 

39,554,070 

15,291,769 

13,016,363 

l,932,328 

5,904,685 

246,795,525 

SUMMARY OF INVESTMENTS 
DECEMBER 31, 2001 

Corporate stocks 

International stocks 

Real estate interests 

Short-term investment funds 

U.S. Government securities 

Int'l Government securities 

Corporate bonds 

Partnership interests 

Total 61 

Market 
Value 

105,806,557 

42,177,893 

13,747,879 

28,926,494 

10,867,247 

2,576,526 

6,631,912 

262,471,235 

Percent 
Of Market 
Value 

27.5% 

12.4% 

20.3% 

9.1% 

16.0% 

6.0% 

5 .3% 

1.0% 

2 .4% 

100% 

Percent 
of Market 
Value 

40. 3% 

19.7% 

16.1% 

5 .3% 

11.0% 

4.1% 

1.0% 

2.5% 

100% 



Year 

2002 
2001 
2000 
1999 
1998 
1997 
1996 
1995 
1994 
1993 

INTEREST PAID TO MEMBERS 
(10 ~ear History) 

Interest Paid 

2.0% 
4.0% 
5.0% 
5.0% 
5.0% 
5.0%: 
5.0% 
5.0% 
5.0% 
4.5% 

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 i~to consideration the performance 
of the Fund's investments and the actuary's recommendations. The actuary 
considers v1hat funds are necessary to pay all the benefits that retirees 
and their surviving beneficiaries are entitled to, as well as the expected 
liability for current officers who will someday retire. 

Retirement interest is paid at the end of the calendar year based on the 
amount that each officer had in the system on the first day of that 
calendar year. For instance, if you had $1, 000 on January 1, and on 
Decewber 31, you had $1, 500, your interest for that year \'/Ould be based on 
the $1, 000 you had in the system on January 1. In order to obtair\ that 
interest 1 your money must have remained on deposic for the entire calendar 
year. 
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COMPARATIVE STATEMENT OF MEMBERSHIP 

RETIREMENT SYSTEM 

Total Number of Members, January 1 

Add: Ne'+'/ t4ewbers 
Deduct: Members '1'e:cminated 

Members Transferred to Retiree System 

Total Membership, December 31 

Deduct: Inacti1.re Vested Members 

TOTAL ACTIVE MEMBERS 1 DECEMBER 31 

RETIREE SYSTEM 

Total Number of t--1embers, January 1 

Add: i-iembers Transferred to System 
Deduct : Mernbers Deceased 

TOTAL RETIRED MEMB2RS, DECEMBER 31 

63 

2002 

1295 

185 
(SS) 
(32) 

1393 

(10) 

1383 

279 

32 
(5} 

2001 

1183 

192 
(39) 
( 31) 

1305 

(10) 

1295 

249 

31 
(2) 



PENSION PLAN GUIDE 

GOVERNING PENSION LAW 

The City of Austin Police Retirement System v1as established on 
Novetnber 29, 1979 by authority of a state law passed in 1979 {Vernon's 
Annotated Civil Statutes, Article 6243-L), and became statutorily 
governed by Article 6243n-1 on August 26; 1991. 

l\DMINJ:STRATION 
The fund is administered by a Board of Trustees consisting of (11) 
members; five active police officers and t\10 retired police officers 
elected from among its me~ership, one qualified voter appointed by the 
Board of Trustees, the City ?-la:;age~ (or designee), the Director of 
Finance (or designee), and one Cou~cil Member. 

An adrni:Jist'!"ative pension office and staff have been established to 
better serve the member, retiree 1 s and their beneficiaries. 
Administrative costs and expenses for professional services rendered are 
paid by the fund. 

RETIREMENT FUND INVESTING 

The COA-Police Retirement Systen1 1 s Fund monies are invested according to 
requirements prescribed by the system 1 s statutory plan and further 
defined in the Board's 'Statement of Investment Policy and Guidelines'. 
The investments provide returns that help fund the monthly retirement 
allowances 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 with the City of Austin Police Department and 
who thereafter are commissioned officers, become members upon date of 
etnployment v;ith the Police Retirement System. 

All full tirr.e staff emplo;{ees who ha-..re successfully completed six months 
of probationary service at the Pension Office. 

CONTRIBUTIONS 

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 
termination or retirement. 
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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 
fund, the City 1 s contribution is invested for the benefit of all active 
ernployees and made available to pay benefits to them at ret:i.rement. 
i·iost retirees receive benefits equal t:o all their own contributions and 
interest, through their monthly annuity payments, within two or three 
years after re~irement. Because of the contributions made by the City 
and the interest earned on the Fund 1 s investments, money is available to 
continue paying each retiree monthly benefits according to their 
selected option as long as they live, long after their own contributions 
have been received. i'le are also able to provide on-going lifetime 
benefits to the surviving beneficiaries of deceased retirees according 
to their selected option as well as provide a cost of living adjustment 
(COLA) for retirees. 

RETIREMENT ELIGIBILITY 

Normal, unreduced retirement: 

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

* Age 55 and 20 years creditable service 

* Any age and 23 years creditable service. 

* Age 62 and any number years of creditable service. 

CREDITABLE SERVICE 

Creditable ser·..rice is service that is used in computing retirement 
benefits, There are five types of ci:editable service: 

l. Membership Service-The employment period during which a member makes 
payroll contributions to the fund. 

2. Probationary Service~Credited 

commission date to retire start 
same date. 

service may be 
date in the event 

purchased from 
they are not the 

3. Premembership Military Service-credited service may be purchased for 
up to two years of active federal duty military service prior to 
employ-cnent. 

4. current Military Service-Credited service may be purchased for 
appro.,1ed absence from City employment for military service within 

5 years of reemployment. 

5. Forfeiture service-credited service may be purchased for prior 
.n.ustin Police Retirement Systen« rr.embership. 

6. Cadet Service-Credit service may be purchased from cadet enrollment 
date to commission date in the event they are not the same date. 



RETIREMENT BENEFIT LIFE ANNUITY CALCULATED 

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

5000.00 
Average monthly salary for highest 36 months of last 10 years 

of contributing service 

23 x 3.0% " $3450.00 
Total years of membership 

service 
Basic monthly life annuity 

3.0% multiplied by years of membership se!:'vice times averaged monthly 
salary for the highest 36 rr.onths of the last ten years of contributing 
service. 

RETIREMENT OPTIONS 

The Police Retirement System provides several options under which 
monthly benefits may be paid. The options below require submission of 
verifiable information to determine·calculation. Note: A member may not 
change their chosen option once they have already retired. 

Life Annuity - Basic monthly benefit entitlement based on service 
and average salary, payable only to the member for 
life. 

Option I 100% Joint and Survivor Benefit 

Option II 50% Joint and Survivor Benefit 

Option III 66 2/3% Joint and Survivor Benefit 

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

Option v Fifteen year Certain and Life Annuity 

The options which include benefits to a survivor are figured accordi~g 
to the ages of both member and surviving beneficiary included i~ the 
plan. A member's benefit is permanently reduced if an option is chosen 
that provides survivor benefits to a beneficiary. This reduction is 
applied to the member's basic benefit relati .. .re to the option the n1ernber 
chooses. The reduction of member be~efits is necessary to pay for the 
continued benefi~a the surviving beneficia=y is expected to receive. 
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RETROACTIVE DEFERRED RETIREMENT OPTION PLAN 

The retroactive deferred retirement option plan, referred to as RETRO 
DROP Option, is a one-time benefit paid at retiren1ent with a redticed 
mor;thly retirement bez1efit. To be eligible a member must q-ualify With a 
:;iormal service retirernent of 23 years at any age, excluding pre
membe.t·ship military service credit. The maximum amount of service to be 
used in computatiOI1 of the RETRO DROP after normal service retirement of 
23 years, excluding pre-membership service credit is 36 months. 

On the electl,on of RETRO DROP and the selection of the RETRO DROP 
ber1efit computation date, the member's monthly re:::irement option is 
computed as if the member had retired on the RETRO DROP benefit 
cornputation date. The RETRO DROP benefit balance ·will include the 
acc~mulated month:y benefits after 23 years with retiree COLA'S, 
multiplier increases, member contributions and a 5% simple interest 
calculation on Decewber 31nt for balances on deposit as of January 1 4t of 
the same calendar year. 

A mernber who elects RE-rRO DROP receives a one-time benefit with a 
reduced monthly retirement ber1efit at retirement date. 

Certain selections of options and beneficiary designations other than a 
surviving spouse may have adverae consequences under the Internal 
Revenue Code of 1986, which may cause a reduction in the amount of 
benefit payal:lle. 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 

Instead of a single lump-sum payrr.ent, a member may elect to receive 
partial payments from the men1ber' s RSTRO-DROP balance or PROP account 
for each calendar year, in an amount elected by the member. A member 
who elects partial payments in the PRO? account may 1 at any time, elect 
to receive the member's entire remaining PRO? account balance in a 
single lump-sum payment, with the payment to be made under rules adopted 
by the board. 

If a nernber elects partial payments, the member's RETRO DROP balar.ce or 
PROP account shall be credited with earnings or losses of the system 
vihile funds ~emain in the account. These earnings or losses will be 
determined at an an~ual rate established under a rule adopted by the 
board, v1hich can be amended by board rule. 

RETIREMENT OPTION'S AFFECT ON BENEFICIARY 

If a retiring member selects the Life An~uity the monthly benefit stops 
at t:he death of tile member, at which time an amount equal to the excess, 
if any, of the member's accumulated deposits over the arnount of payments 
which have been made to the member will be paid in a lump sum to the 
mernber 1 s designated beneficiaries or estate. 

If the member chooses an option providing benefits to a survivor, then 
at the member's death the benefit: specified ir1 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 aw.aunt equal to the excess, if 
any, of the members accumulated deposits over the arnount of payments 
which have been made to both the mewber and the beneficiary combined 
will be paid in a lump sum to other designated beneficiaries, or to tl"J.e 
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 subsequer.t to the 
members effective date of membership AND, 

1) if a member has less than 10 years of creditable service, has, 
become mentally or physically incapacitaced for the performance of the 
employment duties the member had immediately before incapacitation as a 
direct result of injuries sustained subsequent to the member 1 s effective 
date of membership in the police retirement system, the member may apply 
for disability retiremer.t, Such application made for or on behalf of the 
injured member, shall show that the injury sustained was as a direct or 
proximate result of the performance of the member's ereployment duties 
with the City or with the System; tha~ it is likely to result in the 
member's inability to perform the duties of a position offered to the 
mewber in the system, the police department, or any other department 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 ~ember's disability. 

2) if a member has more than 10 years of credit.able service Ai.\lD, 
has become mentally or physically incapacitated for the performance of 
the employment duties the member had immediately before incapacitation, 
the member may apply for disability retirement. Such application made 
for or on behalf of the injured member, shall sho\.; that the incapacity 
is likely tc result in the rr.ember' s i:-i.ability to perform the duties of a 
position offered to such member in the system, the police department, or 
any other department in the ci~y, that pays as much or more than the 
current pay of the position the member was holding on the date of the 
member's disability. 

Disability applications are presented to the 'Disability Corrnittee', 
whose recommendations are reported to the Retirement Board. The Board 
has the final authority in granting disability ~etirement benefits. 

On award of disability 
disability retirement 
retirement benefit is 
creditable service. 

retirement benefits, the member shall receive a 
computed in the same manner that a service 
computed subject to a minimum of 2 O years of 

A member approved for disability retirement will have the option to 
select an unreduced basic Life Annuity benefit 1 100% Joint and Survivor 
Annuity; 50% Joint and Survivor Annuity; 66 2/3% Joint and Survivor 
Annuity; Joint and 56 2/3% Last: Survivor Annuity; and Fifteen Year 
Certain and Life Annuity. 

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

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

FOR ACTIVE & VESTED MEMBER'S BENEFICIARY 

At the death {whether on or off the job} of an active member: 
Who is not 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 (contribl1tions and interest) a11d a death benefit 
fro~ the Fund of an amount equal to the deposits. The death benefits 
may not be less <::han $7, 500. t1hen the $7,. 500 minimum is payable, the 
amount payable from the fund is $7,500 minus that accumulated deposits 
standlng to the member's credit. 

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

If a member has met the requirements of retirement eligibi1ity prior to 
death: The surviving designated beneficiary will be entitled to receive 
monthly payments under a retirerr,er1t opcicn in lieu of the return of 
member accumulated deposits and lump sum death benefit. 

In the event a member who is eligible for retirement dies without making 
a writte!'l selection of a ret:irement option and the member leaves a 
la\>1fully 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 lu:up sum payment equal to twice the member's 
accurr,ulated deposits. 

If there is no $urviving spouse 1 the deceased member's beneficiary may 
elect to receive payment under Option VII, a Fifteen Year Certain and 
Life Annuity~ which will pay monthly benefits for a period of fifteen 
yeaYs, o:r: a lump sum pay-ment eq~1al to twice the member's accumulated 
deposits. 

When monthly benefits are payable in lieu of a lump sum 1 a $7,500 death 
benefit will be paid to the beneficiary(ies). 

SELECTION OF RETIREMENT OPTIONS AND DESIGNATING A BENEFICIARY 
1-lithin one year prior to the date on which a rnember becomes eligible for 
retirement, the member may file a written statement selecting one of the 
retirement options and designating a beneficiary, or stating that the 
member has been afforded an opportunity to select an option but does not 
desire to do so. The rnember shall retain the right to make a final 
selection until the da~e of retirement. 
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HEALTH INSURANCE 

Basic rr.edical and dental insurance coverage is available through the City 
of Austin Human Resources Benefits Di\.·ision. 

Retirees have several choices of insurance carriers and co,rerage options. 
Any questions about carriers and plan coverage choices should be directed 
to the City of Austin Benefits Office at Il 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 
Vihen you have ten years of service credit in the Ai..1stin Police 
Retirement System, you become a vested member of the retirement systen. 
This means that you have a right to receive a monthly annuity when you 
reach retirement eligibility. Even if you leave City employrr.e:1t before 
reaching eligibility, if you are vested, you can decide to leave your 
contributions in the system, and begin drawing yoi.ir annuity when you 
reach age 62, or when you rr.eet other age and service requirements for 
retirement eligibility. It is important to ~ote that, although 
retirement contributions =or inactive members draw interest during the 
years bet\>:een the membe!'' s t·zormination and retirement..- r:.o cost of living 
increases are applied to these co~tributions. 

RETIREMENT BENEFITS RETURNED TO MEMBER 

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

1. Have your contributions refunded as soon as possible after you 
terminate employn1ent. Your retirement contribution check will be issued 
tv10 weeks after you receive your final check. It \'Jill be mailed to the 
address you give. (Federal Income Tax \'lill be wit:.hheld on all 
Untaxed cox1tributions and interest at 20% of the total taxable arnount.} 

2. You may decide to leave your contributions in the rei:irement syst:em 
through the end of the calendar year. By doing this, you v1ill receive 
interest on your contributions. Once the year has ended, your refund 
check will be issued to you in January. {Federal Income Tax will be 
withheld on all untaxed contributions and interest at 20% of the total 
taxable amount) . 

3. You may have your contributions 
Retirement Plan through a direct 
transfer with the Pension office. 
v-1i thheld 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 '!'ax will 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 vthen you reach retirerrtent 
eligibility. If you indicate that you want to vest your benefits, your 
contributions •..;ill remain in the retire:nent system until you reach 
retirement eligibility and request that your monthly annuity begin. 
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Your contributions will continue to earn interest until your monthly 
annuity begins. One thing to rereerrber, should you choose to vest, is 
that when 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 livi~g increases applied to 
your benefits after you have left City employrnent and before the date 
your annuity payments begin. 

RETIREMENT REFUND CHECKS ISSUED AFTER WITHDRAWING CONTRIBUTIONS 
!(lith yottr final paycheck, one final contribution will be made to the 
retirement fi..:nd. After that cl1eck is issued, the exact amount of your 
total refund can be determined. Retirement refund checks are issued 
ever.1,, two weeks, at the same time regular payroll checks are issued. 
'I'herefore, a nembex:-' s retireme::t. refund check t<1ill be issued the payday 
follo'.'1ing the issuance of ::.hat member's fi;ial paycheck. 

NOTE: 
Yotir 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, cor.tact the Pension Off ice regarding your option to receive 
a vested accrued retirement benefit. 

LEAVING THE CITY AND WITHDRAWING MY ACC!ll!ULATED DEPOSITS 

Every payday the City contributes an amount to the retirement fund that 
is 18S of ~he to~al of all members' payroll. This money becomes a part 
of the retirement fund. \•/here as each member's own contributions are 
individually accounted for 1 the amount paid in by the City belongs to 
all the merrbers 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 O'fln contributions and interest are returned to you, and no Cit.X: 
contributions will be paid to you. 

RETIREMENT FUND LOANS AND WITHDRAWALS 

Our retirement system is an approwved '.I.R,S, qualified pensior; plan 
designed to provide income to members '>'lho retire from the City. It is 
not meant to be a savings account. Because of tt1is, members are not 
allowed to borrow or withdrav.; funds as long as they are still working. 

DET!:RMINING YOUR COA-POLICE RETIREMENT SYSTEM'S DEPOSIT AMOUNT 
The City of Austin p:::ovides year to date contribution amounts on bi
weekly payroll ear~ings statements. 

Members receive an '.Annual Statement' from Austin Police Retirerr:ent 
System in January each year which provides information on total 
accumulated deposits and interest along with total credited service 
years. 

71 



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. Prior 
to your retiretnent 1 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 I .:n. 35, Suite 205, Austin, ·rexas 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 a11 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 Civil 
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 (512) 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 
(La.st 10 Years) 

A full time Pension Adroinistra~or was hired. 

AUGUST 1993 

Purchased building at 2520 South IH-35 to permanently house 
the Pension Office. 

OCTOBER 1993 

Member contribution rate was increased from 6% to 9%. 

OCTOBER 1994 

The City's contribution rate was increased from 12% ~o 14%. 

SEPTEMBER 1995 

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

Benefit forrr.ula multiplier -..vas increased from. 2. 3% to 2. 8%. 

Special increase granted to retirees based on benefit forrr.ula 
multiplier in use at date of Retirement. 

The retiree death benefit is increased to $5 1 000 from $2,000. 

OCTOBER 1995 

The City's concribution rate was increased from 14% to 16%. 

OCTOBER 1996 

The City 1 s contribution rate was increased from 16% to 18%. 
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SEPTEMBER 1997 

Benefit formula multiplier v1as increased from 2.8% to 2.88%. 

Special Ad hoc increase granted to retirees based on benefit 
multiplier 2.8S% 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-meITbership time after they were enrolled in 
Cadet class are now able to buy back that non-membership time as 
retirement serv•ice credit. 

Cadets are now mewbers of the re~irement system at enrollment 
date and upon contribu:ing 9% of their biweekly payroll. 

SEPTEMBER 1999 

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

JULY 2000 

Benefit formula multiplier was increased from 2.88% to 3.0%. 

Special Ad hoc increase granted to retirees based on benef:i.t 
multiplier 3.0% divided by benefit multiplier 2.88%, minus one, 
and multiplied by 100. 

SEPTEMBER 2001 

Provision added for retirement eligibility with unreduced 
benefits to include members v1ho ha"'.re 23 years of creditable 
service excluding pre-mewbership 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 payment; elect 
to receive partial payments from the member's DROP account for 
each calendar year, in an amount elected by the member. 



NOTES 
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