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Dear Members, 

CITY OF AUS1 ·1N 

Pou cr RETIREMENT SYSTEM 

200 5 AJOm]>.L RIPORT 
L BTT'Bll TO Kl'XBKJlS 

The Board of Trustees of the Austin Pol ice Ret i rement System i s pleased 
to present our 2005 Annual Report. 

As the December 31, 2005 year - ended, the Market val ue of the ' System ' 
assets increased b y 11. 65% to $389 million f rom $349 million. On June 
30, 2006 t hese same assets were valued a t $412 mi l lion (unaudi ted) and 
remaine d d i versified across many asset cla sses . These asset classes 
ranged from equ i tie s , (US domestic, internationa l and emergi ng mar ke ts) 
f i xed income (US bonds, i ntern.ational debt/bonds, mezzanine and 
mortgage back loans) real estat e (apartments , commercial property and 
oppor tunist ic land development) as wel l as natural resource s 
(t i mberland, energy and commodity funds ) . 

Thi s asset diversi fication (allocation) has p rovided the Austin Police 
Retireme n t System increases i n asset value of 16t in 2004 and 2lt in 
2003 since it was put in p l ace i n 2002, after the collapse of the 
f inancial ma rkets in 2001. Experts in the financial industry t:e l l us 
this asset: allocation provides the best opport unity to earn 8\ and have 
the lowest volat i lity while meeting the actuarial investment assumption 
return used for determining the Austin Poli ce Ret i rement System 
financial str e n g th . 

On April 1 , 2006 a n P w progr'"'1\ for reti~cea began c all ed Pose 
Retirement Opcion Plan ( PROP) that allows retirees to d e fer payment of 
t h e i r monthly annuity a n d post the p a yment into an i n terest bearing 
account at the re t i r ement system . 

As of June 30, 2006 ther e were 1402 police officers a nd cadets who were 
members of the 'System.' There were 401 retired pol ice officers and 
benef i ciaries of p o l ice offi c e rs rec e i ving monthly bene f its and 11 
vested members ent itl ed to future benef its but not yet recei v i ng them. 

The Board o f Trus tees conti nues to work hard to ensure police pension 
p a rticipants, retirees and beneficiaries have a fin ancially and 
actuarially sound retireme nt plan. 

Your c omments a nd suggestions will always be a ppreciated. 

Pension Office 
2520 S. IH 35, Ste. 205 
Austin, Texas 78704 
s 121116-76n 
FAX 512/i16·7138 

Mailing Address 
P.O. Box 41089 
Austin, Texas 78704 

~ Peter Morin 
Chairman, Board of Trustees 
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CITY OF AUSTIN POLICE RETIREMEl'fT SYSTEM 
Management's Discussion and Analysis 

December 3 1, 2005 and 2004 

This section of the City of Austin Police Retirement System's (the System) financial report 
presents our discussion and analysis of the System's financial performance during calendar years 
2005 and 2004. We encoura_ge readers to consider the information presented here in conjunction 
with our financial statements that follow. 

FinanciaJ Highlights 

• Plan net assets held in trust by ~e System increased by $40.7 million or l 1 .7% in 2005 and 
increased by $47.6 million, or 15.8%, in 2004: The increases in 2005 and 2004 were due to 
positive investment returns and contributions in excess of benefit payments. 

• Contributions increased by $1.6 million, or 6.9% in 2005 and increased by $1.3 million, or 
5.9% in 2004. The increases are primarily due to officer general wage increases of around 
5.5% and 5.0%, respectively. 

• The amount of benefits paid to retired members and beneficiaries and refunded to terminating 
employees increased approximately $2.1 million, or 12.9%, during 2005 and $1.4 million, or 
9.5%, during 2004. This is the result of the increase in the number of System retirees and 
retiree cost ofliving raises of 1.75% in 2005 and 3% in 2004. 

• The System's rate of return on investments for the year ended December 3 1, 2005 was 10.8% 
gross of fees and 10.3% net of fees, on a market value basis, which was less than the return of 
14.7% gross of fees and 14.0% net of fees for the year ended December 31, 2004. The 
actuarial assumed rate ofreturn is 8.00%, net of fees. 

• The funding objective of the System is to meet long-term benefit obligations through 
contributions and investment income. As of December 31, 2005, the date of the most recent 
actuarial valuation, the System's funding ratio of actuarial assets as a percentage of actuarial 
liabilities is 75.1%, which is down from the 76.1% level at December 31, 2004. This ' is 
primarily due to the change in mortality assumptions for actives and retirees. 

Overview of the F inancial S tatements 

This discussion and analysis is intended to serve as an introduction to the Systems' financial 
statements, which are comprised of the following: 

• Statement of P inn Net Assets - presents the System's assets and liabilities and tbe resulting 
net assets, which are held in trust for pension benefits. This statement reflects a year-end 
snapshot of the Plan's investments, at fair value, along with cash and short-term investments, 
receivables and other assets and liabilities. 

• Statement of Cha nges in Plan Net Assets - provides a view of current year additions to and 
deductions from the plan. These two statements report the System's net assets held in trust 
for pension benefits (net assets) - the difference between assets and liabilities - is one way to 

2 
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CITY OF AUSTIN POLICE RETIREMENT SYSTE M 

Management's Discussion and Analysis 
December 31, 2005 and 2004 

measure the Systems' f'mancial position. Over time, increases and decreases in net assets are 
one indicator of whether its financial health is improvii1g or deteriorating. 

• Notes to the Financial Statements - provide additional information that is essential to a full 
understanding of the data provided in the financial statements. 

Collectively, this information presents the net assets held in trust for pension benefits as of the 
end of each year, and summarizes the changes in net assets held in trust for pension benefits for 
the year. 

Financial Analysis 

Summary of Plan Net Assets 
December 31, 2005, 2004 and 2003 

Assets 

Cash, receivables and prepaids 
Investments 
Fixed assets, net 

Total assets 
Liabilities 

Total liabilities 

Net assets held in trust for pension benefits 

2005 

$ 4,619,073 
389,661,173 

435,166 
394,715,412 

5,026,279 

$389,689,133 

2004 

$ 3,105,965 
346,409,188 

454,205 
349,969,358 

954,298 

$349,015,060 

2003 

$ 2,219,516 
299,284,469 

435,486 
301,939,471 

508,497 

$301,430,974 

Assets. As shown in the table, the Systems' net assets increased by $40.7 million in 2005 and 
$47.6 million in 2004. The 2005 and 2004 increases primarily reflect investment returns in the 
energy, emerging markets, reaJ estate and timberland markets. The increase in cash, receivables, 
and prepaids of approximately $1.5 million in 2005 is primarily due -to increased interest and 
dividends receivable at year end. The increase in cash, receivables, and prepaids of 
approximately $886 thousand in 2004 is primarily due to an increase in the cash held in the 
operating account. Total investments were $389.7 million at the end of fiscal year 2005 and 
$346.4 million at the end of fiscal year 2004, whfoh is an increase of$43.3 mi llion or 12.5% for 
fiscal year 2005. 

Below is a chart of the System's asset allocation for fiscal year ending December 31, 2005: 

3 
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CITY OF AUSTIN POLICE RETIREMENT SYSTEM 

Management's Discussion and Analysis 
December 31, 2005 and 2004 

APRS A sset Allocation P e r cen tages 
as of 1 2/3 1 / 05 

Natu 1al Resources/ 
T imber, I 0.6% 

Commodit y Index, 
3.2% 

Real Estate, 20.9"/o 
Global Equity, 

21.4% 

Emerging Marke t s , 
10.9% 

Income, 8.3% Large Cap Stock, 
4.5% 

Small Cap Stock, 
6.7"/o 

L iabilities. Liabilities increased $4.l million in 2005 and $446 thousand in 2004. T he increase 
for 2005 is primarily due to a real estate capital commitment that was due and payable at the end 
of the year. The increase for 2004 is primarily d ue to refunds owed and payable to terminated 
employees at year end. 

Summary of Changes in P la n Net Assets 
Years Ended December 31, 2005, 2004 and 2003 

2005 2004 2003 
Additions 

Contributions $ 24,167,426 $ 22,598,861 $ 21,340,424 
Investment income 37,353,206 43,953,052 48,125,1 63 
Investment expenses ~l,492!4732 {1,789,244) ~J,3001 1852 

Net investment income 35,860.733 42,163,808 46,824,978 
Other inoome 193,315 200,036 191,349 

Total additio11s 60,221 ,474 64,962,705 68,356,751 
D eductions 

Benefit payments & contribut ions refunded 18,767,339 16,627,672 15, 186,805 
General and administrative expenses 780,062 750,947 723,605 

Total deductions 19,547,401 171378261 9 15,910,410 
Net increase 40,674,073 47,584,086 52,446,341 
Net assets held in trust for pension 
beginning of year 349,01 5,060 301,430,974 248,984,633 
Net assets held in trust for pension end of 
year $3 89,689,133 $349,015,060 $301,430,974 

4 
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CITY OF AUSTIN POLICE RETIREMENT SYSTEM 

Management's Discussion and Analysis 
December 31, 2005 and 2004 

Additions. Funds to pay benefits are accumulated through contributions and returns on invested 
funds. Member and City of Austin contributions for 2005 and 2004 totaled $24.2 million and 
$22.6 million, respectively. The 2005 contributions represent an increase of $ 1.6 million, or 
approximately 6.9% above 2004. In 2004, contributions based on payroll were $1.3 million 
above the 2003 level. These increases are due to officer general wage increases of around 5.5% 
and 5.0o/o, respectively. 

The System incurred a positive return on the market value of its investments during 2005. Net 
investment gain of $35.9 million was due to performance of the portfolio assets, although $6.3 
million less than in 2004. Interest, dividends and net securities lencling income generated 2005 
income of $11.4 million, an increase from the $8.1 miJUon received in 2004. The total rate of 
return for the System's investment portfolio in 2005 was 10.3% (net of fees) as compared to 
14.0% (net of fees) for 2004. 

Deductions. The expenses paid by the System include benefit payments, refunds of member 
contributions, and administrative expenses. Benefits paid to retirees in 2005 were $ 18.3 million, 
an increase of $2.5 million from payments made in 2004, consistent with the increase in the 
number of retirees to 386 in 2005 from 356 in 2004 and the cost of living raise in the amount of 
1. 75%. Refunds to terminating employees decreased by $319 thousand_ Administrative expenses 
in 2005 were $780 thousand, slightly more than those incurred in 2004. 

Benefits paid to retirees in 2004 were $15.9 million, an increase of $948 thousand from payments 
made in 2003, consistent with the increase in the number of retirees to 356 in 2004 from 329 in 
2003 and the cost of Jiving raise in the amount of 3%. Refunds to terminating employees 
increased by $492 thousand. Administrative expenses in 2004 were $751 thousand, slightly more 
than those incurred in 2003. 

Investment expenses decreased by $297 thousand in 2005 and increased by $489 thousand in 
2004. The increase in 2004 is due to the reallocation of assets into real estate, emerging markets 
and timber funds (which have higher management fees in the first year) from the traditional 
investaients in equities and bonds. 

Overall Analysis 

As of December 31, 2005, net assets increased by $40.7 million or l l.7% from the prior year, and 
over the five-year period ending December 31, 2005, net assets increased by 47.4%. The five
year period growth reflects a positive market return in d1e last three years and a negative return in 
the first two years. 

R equest for Inform a tion 

This financial report is designed to provide a general overview of the finances of the City of 
Austin Police Retirement System for all parties with an interest. Questions concemfog any of the 
information provided in this report or requests for additional financial information should be 
addressed to Pension Administrator, City of Austin Police Retirement System, P.O. Box 41089, 
Austin, Texas 78704-0019. 

5 
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CITY OF AUSTIN 
POLICE RETIREMENT SYSTEM 

STATEMENT OF PLAN NET ASSETS 
DECEMBER 31, 2005 AND 2004 

ASSETS 

Investments, at fair value 

Real estate interests 

Corporate stocks 

Government Bonds 

International Government Securities 

International stocks 

Short-term investment funds 

Partnership interests 

Corporate bonds 

Alternatives 

Retiree death benefit fund 

Total investments 

Cash 

Inte rest and dividends receivable 

C ity of Austin retirement contributions receivable 

City of Austin death benefit contributions receivable 

Participant contributions receivable 

Fixed assets 

Qther 

LIABILITIES 

Accounts payable and accrued Liabilities 

Capital calls payable 

Refunds payable 

N ET ASSETS HELD IN TF,UST AVAILABLE FOR 
PENSION BENEFITS (See schedule of funding progress on page 19) 

-6-

2005 2004 

$115,002,500 $103,188,497 

115 ,543,092 89,945,027 

4_1, 764,468 4 1,461,176 

42,582,710 36,137,530 

43,164,151 51,157,709 

11,450,824 13,068,512 

8,114,779 8,122,925 

3,063,102 3,267,789 

8,866,173 0 

109,374 60,023 

389,661,173 346,409,188 

1,025,907 974,146 

3,096,186 1,738,429 

324,063 257,413 

1,694 1,346 

161,651 129,379 

435,166 454,205 

9.572 5.252 

$394 .7 15.412 $349.969.358 

433,008 $375,983 

4,500,000 0 

93.271 578.31 5 

5.026.279 954.298 

~;.H~2 '282 l 33 $342 Ql !! O~Q 
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C ITY O F AUSTIN 
POLICE RETIREMENT SYSTEM 

STATEMENT OF CHANGES IN PLAN NET ASSETS 
YEARS ENDED DECEMBER 31, 2005 Al"ID 2004 

ADDITIONS TO PLAN NET ASSETS: 

Contributions: 

City of Austin retirement contributions 

City of Austin death benefit contributions 

Participant contributions 

Investment income: 

Net increase in the fair va lue of investments 

Interest and dividends 

Securities lending 

Rental and other income 

Total investment gain before ex penses 

Investment expenses 

Net gain from investments 

Total additions to net assets available for benefits 

DEDUCTIONS FROM NET ASSETS AVAILABLE FOR BENEFITS: 

Retirement benefit payments 

Death benefit payments 

Contributions refunded to terminating employees 

General and administrative expenses 

Total deductions from net assets available for benefits 

N ET INCREASE IN NET ASSETS AVAILABLE FOR BENEFITS 

Beginning net assets available for benefits 

2005 

$15, 754,922 

85,473 

8,327,031 

24.167,426 . 

25,927,109 

11 ,295,967 

130,130 

193,3 15 

37,546,521 

( 1,492,473} 

36,054,048 

60,221,474 

18,306,648 

.22,500 

438,191 

780,062 

19,547,401 

40,674,073 

349,015,06Q 

2004 

$14,714,174 

80,660 

7 ,804,027 

22.598,861 

35,765,849 

8,088,945 

98,258 

200,036 

44,153,088 

(!,782,244} 

42,363,844 

64,962,705 

15,832,666 

37,500 

757,506 

750,947 

17,378,619 

47,584,086 

301,430,974 

ENDING NET ASSETS AVAILABLE FOR BENEFITS :li~~2 g~2 133 ~J~2 015 Q6Q 

The accompanying notes are an integral part of this financial statement presentation. 

-7-
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CITY OF AUSTIN 

POLICE RETIREMENT SYSTEM 

NOTE$ TO FINANCIAL STATEMENTS 

NOTE 1: ORGANIZATION AND SYSTEM DESCRIPTION 

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

The System was originally established in 1979 by a City Council ordinance. Effective 
August 1991, the System is governed by state law with p lan amendments made by the 
Legislature of the State of Texas. The System provides retirement, death, disability and 
withdrawal benefits. Benefits vest after 10 years of credited service. Participants may retire 
at (a) 23 years of service excluding any military service credit regardless of age, or (b) age 
55 with 20 years of service excluding any military service or (c) age 62. The monthly 
benefit at retirement is payable as a life annuity (modified cash refund). 

As of the actuarial valuation date of December 31, 2005, the monthly benefit is equal to 
3.0% of the highest 36-month average salary multiplied by years and months of service. The 
RETRO DROP provisions require that a participant must have 23 years of creditable service 
with the retirement system excluding any military service credit on the date the participant 
elects for the RETRO DROP benefit computation date. Further, the RETRO DROP 
provisions may be changed in the future by Board rule with approval by the System's 
actuary, except, the age 62 minimum eligibility regardless of services may not be changed. 

The Post Retirement Option Plan (PROP) is an option allowing retiring officers to leave their 
RETRO DROP lump sum in the System for a period of time. The participant can elect to 
receive partial payments from the RETRO DROP lump sum account and can also elect to 
delay payment of the entire RETRO DROP lump sum. Interest credits will be paid on the 
participant's RETRO DROP lump sum account following the participant's retirement until 
the entire lump sum is paid. The interest credits will be· granted based on an annual rate 
determined from time to tim~ by Board Rule. 

A $7,500 post-retirement lump sum death benefit is payable from a separate Retiree Death 
Benefit Fund (account) administered by the System. As of December 31, 2005, the assets of 
the Retiree Death Benefit Fund were $109,374 included in the System's total market value of 
Net Assets Held in Trust Available for Pension Benefits of $389,689,133. 

D istributions to officers or their beneficiaries are also available in the event of total and 
permanent disability, provided the officer has completed 10 years of service or the injury was 
sustained during the performance of employment duties, or upon death. The terms of benefit 
payments are determined by certain elections made by the officer, their level of earnings and 
length of service. Payments to officers or their beneficiaries may be increased annually on 
an ad hoc basis, limited to 6% per year, and subject to the approval of the Retirement B oard 
and the actuary. 

-8-
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CITY OF AUST IN 

POLICE RETIREMENT SYSTEM 

NOTES TO FINANCIAL STATEMENTS 

NOTE 1: ORGANIZATION AND SYSTEM DESCRIPTION 

Participating members in the System include full-time police officers and cadets employed 
by the police department of the City and employees of the System. The following 
membership status of the System was reflected in the actuarial valuation as of December 31, 
2005 and 2004: 

Retirees and beneficiaries currently receiving benefits 
(386) and terminated employees entitled to future 
monthly benefits (1 1) 

Current participating members 

2005 Total 

Retirees and beneficiaries currently rece1V1Ilg benefits 
(356) and terminated employees entitled to future 
monthly benefits (12) 

Current participating members 

2004 Total 

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

BASIS OF ACCOUNTING 

2005 

397 

1.427 

~ 

368 

1.398 

~ 

The System's financial statements are prepared using the accrual basis of accounting under 
which expenses are recorded when the liability is incurred, revenues are recorded in the 
accounting period in which they are earned and become measurable, and investment 
purchases and sales are recorded as of their trade date. Contributions are recognized as 
revenues in the period in which the related employees' payroll is earned. Benefits and 
refunds are recognized when due and payable in accordance with the terms of the plan. 

· ESTIMATES 

The preparation of :financial statements in confonnity with U.S. generally accepted 
accounting principles requires management to make estimates and assumptions that affect 
the reported amounts of assets and liabilities and disclosure of contingent assets and 
liabilities at the date of the financial statements and the reported amounts of additions and 
deductions to net assets held in trust available for pensions benefit during the reporting 
period. Actual results could differ from those estimates. 

CONTRIBUTIONS RECEIVABLE 

The final biweekly payroll contributions of employees for the years ended December 31, 
2005 and 2004 and the City' s related contributions were not deposited in the System by 
year end and are shown as contributions receivable in both years. 

-9-
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NOTES TO FINANCIAL STATEMENTS 

NOTE 2: SUMMARY O F SIGNIFICANT ACCOUNTING POLICIES 

METHOD USED TO VALUE INVESTMENTS 

The System's investments are reported at fair value. Securities traded on a national or 
international exchange are 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 income is recognized in the period earned, and purchases and sales of 
investments are recorded on a trade-date basis. 

SYSTEM EXPENSES 

All System administrative costs are the responsibility of the System and are financed 
through investment earnings. 

ADOPTION OF NEW ACCOUNTING ST AND ARD 

During fiscal year 2005, the System adopted Governmental Accounting Standards Board 
Statement No. 40, Deposit and Investment Risk Disclosures ("GASB 40"). This statement 
establishes and modifies disc losure requirements related to deposits and investments, 
focusing on interest rate risk, credit risk, custodial credit risk, concentration of credit risk 
and foreign currency risk. The provisions of GASB 40 require the additional disclosures 
presented in these notes, but have no impact on the System's net assets. 

NOTE 3: FIXED ASSETS 

Fixed assets are recorded at cost. Depreciation is computed using the straight-line method 
over the asset's estimated useful life of 30 years for the l;>Uilding and 5 to 7 years for 
furniture and equipment. Fixed asset activity for the year ended December 31, 2005 
consisted of: 

Beginn.ing Ending 
Balance Additions Deletions Balance 

Land $150,000 $0 $0 $150,000 

Buildings and improvements 457,955 0 0 457,955 

Furnitw·e and equipment 246,316 28,713 0 275,029 

Leasehold improvements 44,752 0 (13,775) 30,977 

Accumulated depreciation (444,818} (47,752} 13,775 (478,795) 

Net Fixed Assets ~~~~ ~Q~ ($12 !JJ2l 1.Q $435.166 
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CITY OF AUSTIN 

POLICE RETIREMENT SYSTEM 

NOTES TO FINANCIAL STATEMENTS 

NOTE 4: FE DE RAL INCO ME T AXES 

The System is a Public Employee Retirement System and is exempt from Federal income 
taxes. The Internal Revenue Service is currently reviewing the qualified status of the Plan .. 
The System's management and Board believe that the System is currently designed and 
being operated in compliance with the applicable requirements of the Internal Revenue 
Code. 

NOTE 5: DE POSIT AND I NVEST MENT RISK 

The System is authorized as an independent, defined benefit plan as described in Article 
6243n-l, Vernon's Annotated Texas Civil Statutes, that was signed into law on June 11, 
1991. The Board is the trustee of System funds and has the power to invest and reinvest 
such funds in instrwnents or investments the B oard considers prudent in accordance with the 
System's investment policy. 

The Board has adopted an Investment Policy Statement (IPS) to set forth the factors involved 
in the management of investment assets for the System and the IPS is included with every 
investment manager's agreement. The fair values of the Systems' investments at December 
31, 2005 and 2004 are presented, by type, as follows: 

Investment !ype 
Real Estate Interests 
Corporate Stocks 
Government Bonds 
IntemationaJ Government Securities 
International Stocks 
Partnership Interests 
Corporate Bonds 
Alternatives• 
Short-term Investment Funds 

TotaJ Investments 

2005 
$ 115,002,500 

115,543,092 
41,764,468 
42,582,710 
43,164,151 

8,114,779 
3,063,102 
8,866,173 

11,560,198 
$ 389,661,173 

2004 
$ 103,188,497 

89,945,027 
41,461,176 
36, 137,530 
51,157,709 

8,122,925 
3,267,789 

13,128,535 
$ 346,409,188 

• represents an equity investment in a energy sector hedge fund that invests solely in equity securities and related 
derivatives in the energy and natural resources sectors. 

CUST ODIAL CREDIT RISK 

CustodiaJ credit risk for deposits is the risk that, in the event of the failure of a depository 
financial institution, the System will not be able to recover deposits or will not be able to 
recover collateral securities that are in the possession of an outside party. Deposits are 
exposed to custodial credit risk if they are uninsured and uncollateralized. While the 
System has no formal policy regarding custodial credit risk, operating bank account 
deposits in excess of the $100,000 coverage by FDIC are covered by pledged securities 
held as collateral under the City of Austin. As of December 31, 2005, the System's 
operating bank balance of $1,025,907 was not exposed to custodial credit risk. 

- JI -
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• NOTES TO FINANCIAL STATEMENTS 

NOTE 5 : DEPOSIT AND INVESTMENT RISK 

Custodial credit risk for investments is the risk that, in the event of the failure of the 
counterparty to a transaction, a government will not be able to recover the value of 
investment or collateral securities that are in the possession of an o utside party. 
Investment securities are exposed to custodial credit risk if the securities are uninsured, are 
not registered in the name of the System and are held by either the counterparty or the 
counterparty's trust departmen t or agent but not in the System's name. As of December 
31, 2005, the System's investment securities are not exposed to custodial credit risk 
because all securities are held by the System's custodial bank in the System's name and 
securities on loan with brokers are ful ly insured for cash collateral. 

CONCENTRATION OF CREDIT RISK 

Concentration of credit risk is the risk of loss attributed to the m agnitude of the System's 
investment in a single issuer. Investments issued or explicitly guaranteed by the U.S. 
government and investments in mutual funds, external investment pools, other pooled 
investments, real estate and timberland are excluded from this requirement. As of 
December 3 1, 2005, there is no security issued by a single issuer that bolds more than 5% 
of the System's total fund. 

The Board and Investment Policy Statement (IPS) seek to minimize risk by diversification, 
setting high investment manager charact eristics, providing managers with investment 
guidelines, and monitoring/reviewing, on a quarterly basis, for compliance. 

D iversification is achieved through providing a wide variety of investment classes in 
which to invest the Systems funds. The IPS sets the following allowable ranges and target 
asset allocations for the Systems' funds: 

Class 
Global Equity 
D omestic Small Cap. EquityNenture Capital 
D omestic Mid Cap. Equity 
Domestic Large Cap. Equity 
Domestic Fixed Income 
Global Fixed Income 
Emerging Market Debts/Fund of Funds 
Hedge Funds/Fund of Funds 
Real Estate 
Private Equity Funds/Fund of Funds 
Natural Resources (Timberland) 
Commodities 
Energy Fund 
Cash or Cash Equivalents 

-12-

Allowable Range 
0% - 35% 
0% - 20% 
0% - 20% 
0%-20% 
0% -20% 
0%- 10% 
0% - 10% 
0% - 15% 
0% - 30% 
0% - 10% 
0% - 15% 
0% - 10% 
0% - 5% 

0% -100% 

Target 
Asset 

Allocation 
25.00% 
7.50% 
5.00% 
5.00% 
5.00% 
0.00% 

10.00% 
0.00% 

25.00% 
0.00% 
10.00% 
2.50% 
5.00% 
0.00% 
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POLICE RETIREMENT SYST EM 

NOTES TO FINANCIAL STATEME)ITS 

NOTE 5: DEPOSIT AND INVESTMENT RISK 

The allowable range means the highest and lowest percentage of each asset class allowed. 
The target asset allocation is the average allocation desired over time. The Board may 
decide to vary from the target asset a llocation at its discretion to protect assets in down 
markets or to take advantage of strong up markets. 

Significant guidelines by type of inv~stment are as follows: 

U.S. Equity Managers 
• No more than 40% of the portfolio can be invested in any one "sub-industry 

group" based on market value for small and mid cap managers - No more than 
40% of the p ortfolio can be invested in any one industry group based on market 
value for large cap managers 

• Equities purchased should have a minimum market capitalization of $50 
million for small cap managers, $750 million for mid cap managers and $5 
billion for large cap managers (except up to 20% may be below $5 billion, but 
no lower than $ 1 billion) · 

• Cash reserves should be invested in interest bearing securities with slight risk of 
loss and price fluctuation or in money market funds 

Global Equity Managers 
• No more than I 0% of the portfolio can be invested in any one company based 

on market value of the portfolio 
• No more than 40% of the portfolio can be invested in any one industry based on 

market value of the portfolio 
• Equities purchased should have a minimum market capitalization of $5 billion 
• Cash reserves should be invested in money market funds 

Emerging Markets Managers 
• No more than 35% of the portfolio will be invested in obligation of or in any 

one country 
• No more than 25% of the portfolio will be in currencies other than US dollars 

(1.mless hedged in to US dollars) 
• No more than 25% of the portfolio will be in any one currency (other than US 

dollars) 
• No more than 20% of the portfolio will be invested in equity securities 
• May deal in options and sell investments short for effic ient portfolio 

management purposes or to hedge. The margins and premiums associated with 
options and payable for such transactions shall not exceed 10 % of the portfolio 
net asset value 

-13-
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NOTES TO FINANCIAL ST A TEMENTS 

NOTE 5: D E POSIT AND INVESTMENT RISK 

Fund of Funds Managers 
• No more than 50% of the.net asset value of the allocation will be invested in any one 

· underlying fund 
• No more than 50% of the net asset value of the allocation will be exposed to 

investments. held through the underlying funds. that are not denominated in USD or 
other G7 currencies 

• No more than 50% of the net asset value of the allocation will be invested in 
underlying funds that are principally equity funds 

• May use leverage and derivatives for efficient portfolio management purposes or to 
hedge. Margin associated with an exchange derivative and futures transaction and 
premium associated w ith over-the-counter option transactions and payable for such 
transactions shall not exceed 10% of the net asset value of the allocation. 

Domestic Fixed Income Managers 
• Liquidity of the p ortfolio should be enhanced through purchases of highly marketable 

securities 
• Holdings should be reasonably diversified to the extent it is prudent to do so 
• Maturities of one year or greater retained in the portfolio should be of an original 

issue size in excess of $50 million 
• Cash reserves should be invested in money market funds 

INTEREST RA TE RISK 

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value 
of an investment. The System does not have a formal policy that limits investment 
maturities as a means of managing its exposure to fair value losses arising from increasing 
interest rates. 

As of December 31, 2005, the System had the following investments and maturities: 

Less than 1 
Investment Ty~e Fair Value J'.ear 1 to 6 J'.ears 6 to 10 years 

Corporate Bond $ 3,063.102 $ 238,369 $ 2,824,733 $ 0 

International Securities 29,040,011 0 0 29,040,011 

Government Bonds 41,764,468 0 29,427,606 12,336,862 

Totals $ 73,867,581 $ 238,369 $ 32,252,339 $ 41,376,873 

-14-
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POLICE RETIREMENT SYSTEM 

NOTES TO FINANCIAL STATEMENTS 

NOTE 5: DEPOSIT AND I NVESTMENT RISK 

CREDIT RISK 

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its 
obligations to the System. While the System has no formal investment policy regarding 
credit quality rating guidelines, the IPS allows investment managers full discretion in 
adopting investment strategies to deal with these risks and the portfolios are monitored 
quarterly by the investment committee. 

The quality ratings of investments in fixed income securities as described by nationally 
recognized statistical rating organiz.ations at December 31, 2005, are as follows: 

Int' l Corporate Government 
Quali~ Rating: Total Fair Value Securities Bonds B onds 
A3/A- $ 2,384,678 $ 2,384,678 $ $ 
Bl/B+ 8,122,315 8,122,315 
B2/B 4,324,332 4,324,332 
B3/B- 5,262,827 5,262,827 
Bal/BB+ 408,672 408,672 
Ba2/BB 4,074,181 4,074,181 
Ba3/BB- 525,020 525,020 
Baal/BBB+ 13,543 13,543 
Baa2/BBB 1,835,789 1,597.420 238,369 
Baa3/BBB- 5,277,376 5,277,376 
Caal/CCC+ 488,891 488,891 
AAA* 41,764,468 41,764,468 
Not Rated 5,674;499 5,674,499 
Unrated 4,428,956 4,428,956 

Total $ 84,585,547 $42,582,710 $ 238,369 $ 41,764,468 

•Average Quality Rating - crecUt quality of the holdings in an open-end institutional mutual fund 

FOREIGN CURRENCY RISK 

Foreign currency risk is the risk th.at changes in exchange rates will adversely affect the 
fair value of an investment or a deposit. Although APRS does not have a formal 
investment policy governing foreign currency risk, the System does manage its exposure to 
fair value loss by requiring their international investment managers to maintain diversified 
portfolios to limit foreign currency risk. 

The System holds investments in ADRs (American Depository Receipts) which are not 
included in the schedule below since they are denominated in US dollars and accow1ted for 
at fair market value. The System's exposure to foreign currency risk as of December 31, 
2005, is as follows: 

-15-



P A G E  2 8  

A U S T I N  P O L I C E  R E T I R E M E N T  S Y S T E M  

 
CITY OF AUSTIN 

POLICE RETIREMENT SYSTE M 

NOTES TO FINANCIAL STATEMENTS 
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Pa rtnership Int ' ! G ov' t 
Cu r ren cl'. In te rest (1) lnt'I S tocks Securities 

Euro $ $ 19,707,803 $ 18,960 
Mexican Peso 2,428,081 
Hong Kong Dollar 
Japanese Yen 8,353,125 
Turkish New Lira 2,317,141 
Norwegian Krone 
British Pound Sterling 7,840,093 
Brazilian Real 2,853,586 
Swiss Franc 3,438,082 
Australian Dollar 4,541 ,787 21,668 
Singapore Dollar 862,082 616,193 
Russian Rouble 1,698,226 
South Korean Woo 80,015 559,313 
Canadian Dollar 
Other 3,709,081 

Totals $ 41541,787 $ 40,281.200 s 14.222.249 

(1) Represents a commingled timbcrfund 
(2) Represents an equity investinent in an energy sector hedge fund 
(3) Represents a commingled pool in equity investments 
(4) Represents an open-end institutional mutual fund 

NOT E 6: SECURITIES LE NDI NG 

Alter natives 
~~ 

$ 332,570 

84,938 
166,507 

95,489 

972,087 
88,662 

$ 1.740.253 

Corp Gov' t 
Stocks (3) Bonds ~4~ 

$ 57,321 $ 

20,399 

109,873 
121,605 182,765 

84,590 

151,319 
2,474,410 

$3.019.517 $182.765 

The System participates in a securities lending program sponsored by its custodian, The 
Northern Trust Company under which, for an agreed-upon fee, System owned investments 
are lent to a borrowing financial institution. Under this agreement, the borrowed securities 
are ultimately returned to the System and the collateral is r eturned to the borrower. 
Securities are loaned versus collateral that may include cash, U.S. government securities and 
irrevocable letters of credit. U.S. securities are loaned versus collateral valued at 102% of 
the market value of the securities plus any accrued interest. Non-U.S. securities are loaned 
versus collateral valued at 105% of the market value of the securities p lus any accrued 
interest. 

The System is not exposed to credit risk at December 31 , 2005 and 2004, respectively, as the 
collateral held exceeded the market value of the securities lent. All security loans can be 
terminated on demand by either the lender or the borrower. The average number of days that 
the System's securities were borrowed was approximately 100 days and 83 days as of 
December 31, 2005 aud 2004, respectively. 

Non-cash collateral cannot be pledged or sold unless the borrower defaults. Cash collateral 
is invested in a short-term investment pool, the Core USA Collateral Section, which has an 
average weighted maturity less than the maturity of the loaned securities. Cash collateral 
may also be invested separately in "term loans", in which case the investments match the 
loan term. These loans can be terminated oo demand by eitheI lender or borrower. 

-16-
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NOTE 6 : SECURITIES LENDING 

There were no significant violations of legal or contractual provisions and no borrower or 
lending agent default for fiscal years 2005 and 2004. There are no dividends or coupon 
payments owing to the securities lent. Securities lending earnings are credited to the 
System's account on approximately the fifteenth day of the following month. 

·Indemnification deals with the situation in which a client's securities are not returned due to 
the insolvency of a borrower and Northern Trust bas failed to live up to its contractual 
responsibilities relating to the lending of those securities. Northern Trust' s responsibilities 
include performing appropriate borrower and collateral investment credit analyses, 
demanding adequate types and levels of collateral, and complying with applicable 
Department of Labor and Federal Financial Institutions Examination Council regulations 
concerning securities lending . 

As of December 31, 2005 and 2004, respectively, the System owned the following 
investments that were in possession of a borrowing fmancial institution: 

2005 

Security Type: 
US Equities 
Global Equities 

Total 

2004 

Security Type: 
US Equities 
Global Equities 

Total 

Market Value 
of Loaned 
Securities 

Collateralized 
by Cash 

Collateral 

$ 20,211,037 
3,201,408 

$ 23,412,445 

Market Value 
of Loaned 
Securities 

Collateralized 
by Cash 

Collateral 

$ 13,018,362 
15,672,729 

$ 28,691,091 

C ash 
Collateral 

$ 20,778,610 
3,359,211 

$ 24,137,821 

Cash 
Collateral 

$ 13,301,362 
16,445,982 

$ 29,747,344 

- 17-

Market Value 
of Loaned 
Securities 

Collateralized 
by Non-Cash 

Collateral 

$ 

$ 

Market Value 
of Loaned 
Securities 

Collateralized 
by Non-Cash 

s 

$ 

Collateral 

4,712 
2,163 
6,875 

Non-Cash 
Collateral 

$ 

$ 

Non -Cash 

$ 

$ 

Collateral 

4,786 
2,260 
7,046 
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NOTE 7: C ONTRIBUTIONS 

The System is funded by biweekly contributions from the basic compensation, consisting of 
base pay and longevity pay, of police officers and by contributions from the City. Under the 
provisions in effect on December 31, 2005 and 2004, participants are required to contribute 
9% of their basic compensation to the System. The City is required to make contributions 
equal to 18% of basic compensation and may authorize additional contributions. Effective 
September I, 2003, a portion of the City's total 18% contribution is allocated to the Retiree 
Death Benefit Fund. This portion, redetermined annually, was 0.098% for 2005 based on the 
December 31, 2003 actuarial valuation and is 0.094 for 2006 based on the December 31, 
2004 actuarial valuation. This portion was redetermined based on the December 31, 2005 
actuarial valuation to be 0 .081 % for 2007. 

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

While contribution rates are not actuarially determined, state law requires that each p lan of 
benefits adopted by the System must be approved by a qualified actuary. The actuary 
certifies that the contribution commitment by the police officers and the City provides an 
adequate financing arrangement. Using the entry age actuarial cost method, the System's 
normal cost is determined as a percentage of payroll. The excess of the total contribution 
rate over the normal cost rate is used to amortize the System's unfunded actuarial accrued 
liability, and the number of years needed to amortize the System's unfunded actuarial 
accrued liability is determined using an open, level percentage of payroll method. Based on 
the actuarial valuation as of December 31, 2005 and the current plan provisions, the normal 
cost was 20.241 % of pay and the amortization period was 38.3 years. 

NOTE 8 : C OMMITMENTS 

The System's investments in real estate interests aTe included in the table appearing in note 
5. In connection with those :investments, the System has remaining commitments as of 
December 31, 2005 and 2004 of approximately $19,400,000 and $22,400,000, respectively, 
pursuant to the terms of the respective real estate :interests. 

-18-
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Actuarial 
Valuation 

Date 1 

12/31/01 
12/31/023 

12131/03 
12/31/044 

12/31/054 

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

R equired Supplem elltary Infortnation 
for the System's Financial Statem ents for Fiscal Year 

Ending D ecember 31, 2005 

L Schedule of Funding Progress 

Entry Age 
Actuarial Actuarial Accrued Unfunded Annual 
Value of Liab ility AAL Funded Covered 
Assets (AAL) (UAAL) Ratio Payroll2 

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

$284,761,203 $34 7,548,177 $62,786,974 81.9% $69,706,749 
298,781,560 384 ,991,799 86,210,239 77.6 79,236,366 
320,354,298 413,964,994 93,610,696 77.4 80,958,862 
343,446,574 451,579,8 80 108,133,306 76.l 86,673,590 
371,504,533 494,640,856 123,136 . .323 75.1 93,428,957 

1 Prior to the actuarial valuation as December 3 J, 2001, the System had biennial valuations. 
2 The covered payroll is based on the annual rate of base pay and longevity pay used in the valuation. 
'Reflects changes in plan benefit provisions effective September I , 2003. 
'Some of the actuarial assumptions were revised. 

Il. Schedule of Employer C ontributions 

Annual 
ContnlJution 

P lan As a Fixed Annual 
Year Ended Percentage of Required Percentage 

December 31 P ayroll Contribution 1 Contributed 

2000 18% $10,046,065 100% 
2001 18 11,178,204 100 
2002 18 12,566,293 100 
2003 18. 000117 .9062 13,929,7243 100 
2004 17.906 14,714,1744 100 
2005 17.902 15,754,9225 100 

1 The annual required contribution is based on actual covered payroll. 

UAALasa 
Percentage 
of Covered 

Payroll 
((b - a)/c) 

90.1% 
108.8 
115.6 
124.8 
131.8 

2 Effective September I, 2003, a portion of the Employer's total 18% contribution is allocated to a Retiree Death 
Benefit Fund. This portion was determined to be 0.094% effective September I , 2003 based .on the 
December 31, 2002 actuarial valuation 

3 The employer's total contribution during 2003 including lhe Retiree Death Benefit Fund was $13,950,555. 
• The employer's total contribu):ion during 2004 including the Retiree Death Benefit Fund was $J4, 794,834. 
' The employer's total contribution during 2005 including the Retiree Death Benefit Fund was $15,840,395. 
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Austin Police R etirement System 
D isclosures in A ccordance with GASB Statement No. 25 

R equired Supplem entary Infornuztion 
for the System's Financial Statements for Fiscal Year 

Ending D ecember 3 1, 2005 

III. Notes to Required Supplem en tary Information 

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

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

Actuarial assumptions: 
- Investment rate of return, net 

of expenses 

December 31, 2005 
. Entry Age 

Level percentage of projected payroll, open 
38.3 years 

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

8.0% 
- Projected salary increases including 

promotion and longevity 
Inflation rate per year 

4.0% to 22.0% per year, averaging 6.8% 
4.0% 
None - Postretirement cost-of-living adjustments 

IV. Actuarial Information for Notes to the Financial Statem ent as 
Required by Paragraph 32 of GASB 25 

A. PLAN DESCRIPTION 

The ~oard of Trustees of the C ity 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 en tity and is included in the 
City's financial reports as a pension trust fund. 

The System was originally established in 1979 by a City CounciJ ordinance. 
Effective August 1991, the System is governed by state law with plan amendments 
made by the Legislature of the State of Texas. The System provides retirement, 
death, disability and withdrawal benefits. Benefits vest after 10 years of credited 
service. Participants may retire at (a) 23 years of se rvice excluding any military 
service credit regardless of age, or (b) age 55 with 20 years of service excluding any 
military service or (c) age 62. The monthly benefit at retirement is payable as a life 
annuity (modified cash refund). 

As of the actuarial valuation date of D ecember 31, 2005, the monthly benefit is equal 
to 3.0% of the highest 36-month average salary multiplied by years and months of 
service. The RETRO DROP provisions require that a participant must have 23 years 
of creditable service with the retirement system excluding any military service credit 
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Austin Police R etirem en t System 
Disclosures in Accordance with GASB Statem ent No. 25 

Required Supplementary Information 
f or the System 's Financial S tatements for Fiscal Year 

Ending December 31, 2005 

on the date the participant elects for the RETRO DROP benefit computation date. 
Further, the REI'RO D ROP provisions may be changed in the future by B oard rule 
with approval by the System's actuary. Similarly, the eligibility requirement for 
service retirement may be changed in the future by Board rule with approval by the 
System's actuary, except, the age 62 minimum eligibility regardless of service may 
not be changed. · 

The Post Retirement Option Plan (PROP) is an option allowing retiring officers to 
leave their RETRO DROP lump sum in the System for a period of time. The 
participant can elect to receive partial payments from the RETRO DROP lump sum 
account and can also elect to delay payment of the entire RETRO DROP lump sum. 
Interest credits are paid on the participant's RETRO DROP lump sum account 
following the participant's retirement until the entire lump sum is paid. The interest 
credits are granted based on an annual rate determined from time to time by Board 
Rule. 

A $7,500 post-retirement lump sum death benefit is payable from a separate R etiree 
Death Benefit Fund (account) administered by the System. A s of December 31, 
2005, the assets of the R etiree Death Benefit Fund were $109,374 and were included 
in the System's total market value of assets of$389,689,133 . 

Distributions to officers or their beneficiaries are also available in the event of total 
and permanent disability, provided the officer has completed IO years of service or 
the injury was sustained during the performance of employment duties, or upon 
death. The terms of benefit payments are determined by certain elections made by 
the officer, their level of earnings and length of service. P ayments to officers or their 
beneficiaries may be increased annually on an ad hoc basis, limited to 6% per year, 
and subject to the approval of the R etirement Board and the actuary. 

Participating members in the System include full-time police officers and cadets 
employed by the police department of the City and employees of the System. The 
following membership status of the System was reflected in the actuarial valuation as 
ofDecember 3 1, 2005: 

R etirees and beneficiaries currently receiving benefits (386) 
and terminated employees entitled to future monthly 
benefits (11) 

Current participating members 

Total 

21 

397 

. 1,427 

1,824 
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A ustin P olice R etirement System 
D isclosures in A ccordance with GASB S tatement No. 2 5 

· R equired Supp lem en tary Information 
for th e System 's Financial Statements for Fiscal Year 

E n ding D ecember 31, 2005 

B. . CONTRIBUTIONS 

The System is funded by biweekly contributions from the basic comp ensation, 
consisting of base pay and longevity pay, of police officers and by contributions 
from the City. Under the provisions in effect on December 31, 2005, participants are 
required to contribute 9% of their basic compensation to the System. The City is 
required to make contributions equal to 18% of basic compensation and may 
authorize additional contributions. Effective September 1, 2003, a portion of the 
City's total 18% contribution is allocated to the Retiree Death Benefit F und. This 
portion, redetermined annually, was 0.098% for 2005 based on the December 31, 
2003 actuarial valuation and is 0.094% for 2006 based on the D ecember 31, 2004 
actuarial valuation. This portion was redetermined based on the December 31, 2005 
actuarial valuation to be 0.081%for2007. 

The City contribution rate is required by the state law governing the System and may 
be changed by amendment made by the L egislature of the State of Texas. The 
participant contribution rate must be at least 6% but was increas.ed to 9% effective 
October 1993 by a recommendation of the Retirement B oaxd and an approving vote 
of the participating members in accordance with the state law governing the System. 
The participant contribution rate may be changed by amendment made by the 
L egislature of the State of Texas or by appropriate actions of the Board and the 
participating members in accordance with the state law governing the Sys tem. 

While contribution rates are not actuarially determined, state law requires that each 
plan of benefits adopted by the System mu st be approved by a qualified actuary. The 
actuary certifies that the contribution commitment by the police officers and the City 
provides an adequate financing aiTangement. Using the entry age actuarial cost 
method, the System's normal cost is determined as a percentage of payroll. T he 
excess of the total contribution rate over the normal cost rate is used to amortize the 
System's unfunded actuarial accrued liability, and the number of years needed to 
amortize the System's unfunded actuarial accrued liability is determined using· an 
open, level percentage of payroll method. B ased on the actuarial valuation as of 
December 31 , 2005 and the current plan provisions, the normal cost was 20.241 % of 
pay and the amortization period was 38.3 years. 

22 



P A G E  3 5  

2 0 0 5  A N N U A L  R E P O R T  

 

AUSTIN POLICE RETIREMENT SYSTEM 

ACTUARJAL VALUATION 
AS OF 

DECEMBER 31, 2005 

A UGUST 8, 2006 



P A G E  3 6  

A U S T I N  P O L I C E  R E T I R E M E N T  S Y S T E M  

 

Rudd and Wisdom, Inc . 
CONSUL TING ACTUARIBS 

Mitchell L. 811be, F.S A. 
Philip S. Dial, F.S .A. 
Charles V . Faerber, F.S.A., A.C-A.S. 
Marl< R. Fcnlaw, F.S.A. 
Carl L. Frammolino, F.S.A. 
Christopher S. Johnson. A.S.A. 
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Robert M. May, F.S.A. 

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

9500 Arl>oretum BJ\'CI., Suite 200 
Austin, Tex as 787 59 

Post Office Box 204209 
Austin. Texas 78720-4209 

Phone: (5 12) 346-1590 
Fax: (512) 345-7437 

E-mail: rw@ ruddwisdom.com 

J. Otrisropher McO.ul, F.S.A. 
Edward A. Mire, F.S .A. 

Rebecca B. Morris, A.S.A. 
Amanda L. Murphy, F.S.A. 

Michael J. Muth, F.S.A. 
Julie I,.. Nonnand, F.S.A. 

Ronald W. Toblcman, F.S.A. 
David G. Wilkes, F.S.A 

August 8, 2006 

Re: Actuarial Valuation as of December 31. 2005 

Members of the Board of Trustees: 

In accordance with the requirements of Article 62430- l in the s tate law which governs 
the Austin Police Retirement System, an actuarial valuation of the System as of 
December 31 , 2005 bas been completed. The active police officer data, pensioner data, 
and asset data used in the valuation were provided on behalf of the Board of Trustees by 
Sam Jordan, Pension Administrator for the System. 

The results of the December 31, 2005 actuarial valuation are described in the Summary 
section of the report. A comparison of the current valuation with the December 31 , 2004 
valuation is also discussed in this section. The comparative valuation balance sheets are 
shown in Exhibit L Exhibit 2 sh ows a 25-year projection of the assets of the System. 
Exhibits 3 through 6 summarize the System' s assets and development of the actuarial 
value of assets. Data on both active and retired police officers are contained in Exhibits 
7 through 11. Exhibit 12 shows a historical comparison of the actuarial accrued liability 
and the actuarial value of assets. 

A summary plan description based on the current plan is included as Exhibit 13. The 
actuarial methods and assumptions are described in Exhibits 14 through 19, which 
include a description of assumption changes since the prior valuation. Exhibit 20 
defines certain actuarial terms used in this report. 
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Police Retirement Board 
Page 3 
August 8. 2006 

The disclosures required in accordance with Statement Number 25 of the Governmental 
Accounting Standards Board (GASB) for the System's annual report are in Exhibit 21. 
The disclosures required in accordance with GASB Statement Number 27 are needed for 
the City of Austin's financial statements. They are included in Exhjbit 22. 

Respectfully submitted, 

~)/.{.~ 
Robert M. May 
Fellow, Society of Actuaries 
Enrolled Actuary 

Mark R. Fenlaw 
Fellow, Society of Actuaries 
Enrolled Actuary 
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 Summary 

A usti11 Police R etirem e11t System 
R esults of December 31, 2005 Actuarial Valuatio11 

The valu ation balance sheet as o f December 3 1, 2005 , shown in Exhibit 1, reveals that the 
p lan has an unfunded actuarial accrued liability of $123, 136,323. T otal contributions of 
27% of pay (9% by the p olice officers and 18% by the City of Austin) are contributed to 
the System each year. Effective September 1, 2003, a very small portion of the city's 
b iweekly contributions began to be allocated by the Board to a new Retiree Death Benefit 
Fund (account) within the System. which is being used to pay the $7,500 post-retirement 
lump sum death benefits after that date. 

The normal cost for the projected benefits for each police officer based on the current plan 
provisions is 20.241 % of pay. Since total contnoutions on behalf o f each police officer are 
more than the normal cost, the remaining portion can be used to amortize the p lan's 
unfunded actuarial accrued liability. Assuming that the total payroll increases at the rate of 
4% per year in future years attributable to general pay increases, the unfunded actuarial 
accrued liability will be amortized in 38.3 years. 

The valuation balance sheets in Exhibit I compare the actuarial condition of the plan on 
December 3 1, 2005 with the condition on December 3 1, 2004. Both valuations are based 
on the current plan provisions (summarized in Exhibit 13). The December 31, 2004 
valuation reflects the 1.75% ad hoc pensioner COLA granted January 1, 2005. There was 
no ad hoc pensioner COLA granted January 1, 2006. 

Between these two valuations, the unfunded actuarial accrued liability (UAAL) bas 
increased by $15,003,017 ( from $108,133,306 to $123,136,323) and the period for 
amortizing the UAAL has increased by 6.3 years (from 32.0 years to 38.3 years). Since 
one year has passed since the last valuation, a one-year reduction in the amortization 
period to 31.0 years would be expected if the experience of the System had been exactly as 
anticipated (including an 8% rate of investment return on the AV A). For the reasons 
described below, the System's UAAL increased $13. l million more than expected, and the 
amortization period was 7 .3 years greater than expected. 

1. The rate of return, n et of all expenses, on the market value of assets during 2005 is 
estimated at 10.0%. However, the actuarial value of assets (AVA) used in the 
valuation and the determination of the amortization period is based on an adjusted 
market value. In particular, the AVA defers recognitioo of a large portion of the 
significant gains in 2004 and 2003 but recognizes portions of the previous ly partially 
deferred large losses in 200 l and 2002. The rate of return on the AV A , net of 
expenses, for 2005 is estimated at 6 .6% compared to the assumed rate of return of 8% . 
Therefore, the AV A as of December 31, 2005 is smaller than expected and caused an 
increase in th e UAAL of $5 .0 million. This caused ao increase in the amortization 
period of2.7 years. 

2. In 2005 the officers received a 5.5% general pay increase o n October I , 2005. The 
pay of the officers was greater than expected because we assumed that general pay 
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 would increase by 4 % in 2005. T his caused the U AAL to be $4.8 million more than 
expected and caused the amortization p eriod to increase 2 .6 years. 

3. The payroll increased b y almost 7.8% since the prior valuation, more than the assumed 
4 .0% increase. The higher payroll decreased the amortization period by 2.3 years. 

4 . The dem ograpbjc experience in the aggregate was s lightly adverse, increasing the 
UAAL by $1.6 million and the amortization period by 0.5 year. 

5. The changes in assumptions regarding future military service purchases had the e ffect 
of decreasing the UAAL by $4.8 millio n and the amortization period by 2.7 years. 

6. The change in the mortality assumption for actives and retirees had the effect of 
increasing the UAAL b y $6.3 millio n and the amortization period by 6 .5 years. 

In summary, this valu a tion 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 p ay the benefits provided by the state 
law governing the System as of December 31, 2005. In order for the System to have an 
adequate financing arrangement, contnoutions must b e made that are sufficient to pay for 
the System's normal cost and amortize its unfunded actuaria l accrued liability over an 
acceptable period of time. Based on the Texas State P ension Review Board guidelines, our 
professional judgment, and the actuarial assumptions and cost methods used in this 
valuation, we consider periods of 25 years to 30 years to be preferable for the System and 
40 years to be the maximum acceptable period. 

The total contributions to the System are sufficient to pay for the S ystem's normal cost an d 
provide an additional amount that will result in amortization of the unfunded actuarial 
accrued liability in 38.3 years. In addition, we believe that it is appropriate to assume that 
the police officers and the C ity will be able to maintai n their commitment in future years to 
contribute 9% and 18%, respectively, of comp ensation into the System. Consequen tly, we 
are of the opinion that the System has an adequate financ ing arrangement based on the 
present levels of benefits and contributions 

Proj ected A ctuarial Valuation R esults 

In addition to completing this actuarial valuation, we did an analysis to estimate the 
amortization periods over the next four years. We djd th ese projections because the 
significant actuarial inves tment loss that the System experienced in 2002 was only partially 
offset by the signi ficant actuarial investment gains in 2003 and 2004. A s shown in Exh ibit 
5, a smoothin g method is used to determine the actuarial value of assets (A VA) tha t is used 
in this valuation. This m ethod phases in over a five-year period any investment gains or 
losses (net actual investment return greater or less than the actuarially assumed investment 
re turn) that the System has had. The AV A used in this current valuation is deferring 
recognition of a portion of the gains and losses in 2002-2005. The AV A used in thjs 
valuation is $371,504,533. The method used to determine this amount is shown in 
E xhib it 5. T he market value of assets of S389,579,759, excluding the Retiree Death 
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 Benefit Fund, is shown in the footnote for Exhibit 3. The difference of $18,075,226 
between these two values is the net of the deferred gains and losses that will be recognized 
over the next four years. 

For the purpose of projecting the amortization period in the future, we have assumed that 
the System would have an annual rate of investment return, net of all expenses, equal to 
the expected actuarial assumed rate of 8% per year. The projections also reflect the 
valuation assumption of a 4% annual payroll growth and assume that no future cost-of
liv ing adjustments will be granted. The projected amortization periods are not actual 
amortization periods from completed actuarial valuations but are projected from the 
completed D ecember 31, 2005 actuarial valuation, showing the expected effects of the 
recognition over the next four years of the portions of the past investment gains and losses 
that are deferred as of December 31, 2005. 

Amortization Period 
Valuation Date Actual Projected 

December 3 1, 2005 38.3 

December 3 1, 2006 35.4 

December 31, 2007 28.6 

December 31, 2008 25.5 

December 31, 2009 23.9 

The amortization period is projected to decrease more rapidly than one year between 
valuation dates because all of the investment loss from 2002 will have been fully 
recognized by December 31, 2006 and only the remaining portions of the investment gains 
from 2003, 2004 and 2005 will be recognized in 2007, 2008 and 2009, thereby reduci ng 
the amortization period. If in 2006 and later the System has investmen t experience above 
the assumed 8% or greater payroll growth than the assumed 4 % caused by an increase in 
the number of active member police officers, the amortization periods could be less than 
shown above. On the other hand, investment experience or p ayrol1 growth less than 
assumed would cause the amortization periods to be greater than shown above. The 
System 's other non-investment experience will also affect the future amortization periods. 

R etiree Death Benefit F und 

The statute established a Retiree Death B enefit Fund effective September 1, 2003. Thjs 
fu nd is a separate account within the System, administered by the System, used to pay 
$7,500 post-retirement lump sum death benefits. The Retiree D eath Benefit Fund is 
fu nded by a portion of the city's total contribution rate of 18%. As part of this 
December 31, 2005 actuarial valu ation, the city contributio n needed for the Retiree Death 
Benefit Fund has been re-determined to be 0.081 % . W e recommend that this new rate be 
effective January 1, 2007, replacing the current rate of 0.094% that was determined based 
on the December 31, 2004 actuarial valuation. 

The remaining 17.919% ( 18% less 0.081%) of the city's contribution will be used for the 
System 's liab ilities excluding the post-retirement lump sum death benefits. The 0 .081% 
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 city contribution rate is comprised of the normal cost percentage plus an additional amount 
to amortize the unfunded actuarial accrued liability for only the $7,500 post-retirement 
lump sum death benefits over 30 years as shown below. The amortization of this unfunded 
liab ility is determined as a level percentage of payroll assuming that the payroll will 
increase 4% per year. 

Allocated C ity Contribution Effective January 1, 2007 
for the Retiree Death Benefit Fund 

Normal Cost 

Thirty-Year Amortization ofUnfunded 
Actuarial Accrued Liability 

Total City Contribution Rate Allocated to 
the Retiree Death Benefit Fund as of 
J anuary 1. 2007 

0.024% 

0.057 

0.081% 

The 0.081 % city contribution rate was determined using the same funding m ethod and 
actuarial assumptions used in this D ecember 31, 2005 actuarial valuation for the System . 
In particular, the Entry Age Actuarial Cost Method is used with the normal cost 
determined as a level percentage of payroll. The RP-2000 Mortality Tables for males and 
females are used for both active and retired members. The folJowing is a summary of the 
actuarial valuation results of the liabilities for the $7 ,500 post-re tirement lump sum death 
benefits. 

Actuarial Valuation Results of the R etiree Death Benefit Fund as of 
December 31. 2005 

1. Actuarial Present Value of Future Benefits 
a. Current retired members 
b. Current active members 
c. Total 

2. Actuarial Accrued Liabil ity 
3. Assets of Fund 
4. Unfunded Actuarial Accrued Liabilitv 

$ 

$ 
$ 
$ 
$ 

634,420 
629.026 

1,263 ,446 
1,035,708 

109,374 
926,334 
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I. 

2. 

3. 
4. 
5. 

6. 
7. 
8. 

9. 
10. 

11. 

E xhibit 1 

A usti11 Police R etirem e11t System 
Actuarial Valuation B alance Sh eets 

December 3 1, 
2004 1 

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

o r entitled to receive benefits $ 174, 198,292 
b. Payable to active m e mhers 4 68 744,037 
c. Total $ 642,942,329 
Actuarial present value of future n ormal 
cost contributions $ 191,362,449 
Actuarial accrued liability (Item l e-Item 2) $ 451,579,880 
Actuarial value of assets $ 343,446,574 
Unfunded actuarial accrued liabihty (UAAL) $ l 08, 133,306 
(Item 3-Item 4) 

Total contributions (percent of payroll)2 26.906% 
Normal cost (percent of p ayroll) 20.0 16% 
Percent of payroll available to amortize 
the UAAL 6.890% 

Annualized covered payroll $ 86,673,590 
Present annual amount available to 
amortize the UAAL $ 5,971,810 
Years to amortize the UAAL 32.0 Years 

December 31, 
2005 1 

$ 190,436,407 
5 13,336,405 

$ 703, 772,812 

$ 209,13 1,956 
$ 494,640,856 
$ 371,504,533 
$ 123,136,323 

26.919% 
20.241% 

6.678% 

$ 93,428,957 

$ 6,239,186 
38.3 Years 

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

2 The total contribution rate of 27% (9% by members and 18% by the city) is reduced by the 
calculated city contribution rate for the separate Retiree Death Benefit Fund used to pay $7,500 
post-retirement lump sum death benefits. 
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 Exhibit 2 

Austi11 Police Retirem ent System 

25-Year Projectio n 

Market Value Monthly Market Value 
of Fund at Contributions Net Benefit Lump Sum QfFund at Ratio of 
Bef(innin~ by City and Investment Payme11ts Retirement EndQf Fund to 

Year o[.Year Police Officers Income & Re{J}nds Par_ments Year Paf!nents 

200 1 $ 273,471,014 $ 16,914,200 $ -12,71 0,942 $ 11,769,207 $ 1,452,390 $ 264,452,675 20.00 
2002 264,452,675 19,914.403 -20,876,785 13.074,962 1,430 ,698 248,984,633 17. 16 
2003 248,984,633 21 ,340,424 46,292,722 13,394,684 1,792, l 2 l 301,430,974 19.85 
2004 301,430,974 22,598,861 41,612,897 15,971,005 656,667 349,015,060 20.99 
2005 349,015,060 24,167,426 35,273,986 18,022,569 744,770 389,689,133 20.76 

2006 389,689, 133 25,225,818 31, 178,406 21.658,756 3.485,178 420,949,423 16.74 
2007 420,949,423 26,234,851 33,670,258 23,873,478 2,503,759 454,477,295 17.23 
2008 454,477,295 27,284,245 36.335,392 25,921,571 1,932,469 490,242,892 17.60 
2009 490,242,892 28,375,615 39,138,043 28,1 17,986 2,292,350 527,346,214 17.34 
2010 527,346,214 29,5 10,640 42,048,531 30,450,360 2,539,440 565,915,585 17.15 

2011 565,9 15,585 30 ,691,066 45,053,420 32,888,557 3,298,174 605,473,340 16.73 
2012 605,4 73,340 31,918,709 48,180,930 35,159,916 3, 182,225 64 7,230,838 16.88 
2013 647,230,838 33, 195,4 57 51,479,595 37,329,585 3,337,677 691,238,628 17.00 
2014 691,238,628 34,523,275 54,960,151 39,3 19,000 3,677,765 737,725,289 17. 16 
2015 737,725,289 35,904,206 58,619,785 41 ,514,341 4,345,806 786,389, I 33 17.15 

2016 786,389, 133 37,340,374 62,505,578 43,855,476 3,623,713 838, 755,896 17.67 
2017 838,755,896 38,833,989 66,610, 171 46,500,961 4,590,538 893, l 08,557 17.48 
20 18 893,108,557 40,387.349 70,882,623 49,659,419 4,879,481 949,839,629 17.42 
20 19 949,839,629 42,002,843 75,341,064 53,388,289 4,767,219 1,009,028,028 17.35 
2020 1,009 ,028,028 43,682,957 79,913, 126 57,644,746 6,266,109 1,068, 713,256 16.72 

2021 1,068,713,256 45,430,275 84,513,557 62,410,269 7,607,598 1, 128,639,221 16.12 
2022 I, 128,639,221 47,247,486 89, 155,918 67,998,517 7.629,462 1, 189,414,646 15.73 
2023 1,189,414,646 49,137,385 93,832,091 73,728,237 8,436,177 1,250,2 19,708 15.22 
2024 1,250,219,708 5I,102,880 98,519,708 79,468,222 9,081,369 1,3 11,292, 705 14.8 1 
2025 1,3 1 1,292, 705 53, 146,995 103,261,42 1 85,758,431 8,438,438 1,373,504,252 14.58 

2026 1,373,504,252 55,272,875 I 08.034,312 92,1 48,281 9,275,301 1,435,387 ,857 14. 15 
2027 1,435,387,857 57,483,790 I 12,870,596 97,982,520 8,512,091 1,499,247,632 14.08 
2028 1,499,247,632 59,783,142 11 7,755,769 103,604, 149 10,780,021 1,562,402,373 13.66 
2029 1,562,402,373 62,174,468 122,737, 196 107,533,412 11,015,914 1,628,764,7 11 13.74 
2030 1,628,764,7 11 64,661 ,447 127 ,992,083 111 ,874,211 10,51 4,594 1,699 ,029,436 13.88 

A. Data for year$ 2001 lhrough 2005 was taken from lhe annual repans for those years. Fund balance at beginning and end of year reOects 
lhe toial marlcet value of the Syslem's assets includ ing the Retiree Death Benefit Fund (account) . 

B. Assumptions for years 20-06 through 2030: 
1. Benefits are assumed to commence in accordance with the demographic and 

economic assumptions used in this December 3 I . 2005 actuarial valuation and 
include benefit payments from lhe Rerin:e Dcad1 Benefit Fund (account). 

2. Con1ribu1ions will be 27"/o of payroll (9"/e of pay by the police officers and 18% by the city). 
3. Annual payroll for 2006 will be $93,428.957. It will increase 4% per year thereafter. 
4. Investment income (net of expenses) will be 8% of the average fund balance in each year. 
S. No ad hoc COLA.s were assumed beRinrung January I . 2007 o r thereafter. 
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 Exhibit 3 

A usti11 Police Retiremen t System 
Net Market Value of Assets as of December 31, 2004 and 2005 

l1tcludi11g the Retiree D eath B en efit Fund 

Assets 
Investments 

Real Estate Interests 
Corporate Stocks 
International Stocks 
U.S. Government Bonds 
international Government Securities 
Short-Term Investment Funds 
Partnership Interests 
Corporate Bonds 
Alternatives 
Total i nvestments 

Other Assets 
Interest and Dividends Receivable 
Cash 
F ixed Assets 
Contributions Receivable 
Other Assets 
Total 

T otal Assets 

Liabilities 
C ontributions Refundable 
Other Payables 

Total Payables 

Net Market Value of Assets 
(Assets Minus Liabilities) 

December 3 1, 
2004 

$ l 03, 188,497 
89,945,027 
51,157,709 
4 1,461,176 
36,137,530 
13,128,535 

8,122,925 
3 ,267,789 

0 
$ 346,409,188 

s 1,738,429 
974, 146 
454,205 
388, l 38 

5 ,252 
$ 3,560 , 170 

$ J~2 2g2 J~~ 

$ 

$ 

578,3 15 
375,983 

254 298 

$ 349,01 5 060 1 

1 Includes $60,023 for the Retiree Death Benefit F und . The Net Marke t Value of Assets, 
excluding the Retiree Death Benefit Fund, is $348,955,037. 

December 3 1, 
2005 

$ 115,002,500 
115,543,092 
4 3,164,151 
41 ,764,468 
4 2,582,710 
ll,560,198 

8,114,779 
3,063, 102 
8,866,173 

$389,661,173 

$ 3,096,186 
1,025,907 

4 35,166 
487,408 

9 572 
$ 5,054 ,239 

~ J2~ Z l ~ 412 

$ 93,271 
4.933.008 

$ 5 026,212 

$ 389 689 1332 

2 Inc ludes $109,374 for the Retiree Death Benefit Fund. The Net M arket Value of Assets, 
excluding the Retiree Death Benefit Fund, is $389,579,759. 
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Exhibit 4 

Amtiu, PoUce Retirement ~)·stem 

Comparison of Mar~ef J 'alue Asset ti l/ocatiou a~ of the I'rior and C11rre11t Actuarial I 'a/mrtio11 Date!. 

December 31, 2004 December 31, 2005 

Domestic Domestic 
Fixed Income fixed Income 

13% Domestic 11% 
J nterna~ iona l Domestic Internal ional Stocks Stocks Stocks Stocks 30% 1 J o/o 26% 15°/o 

International 
lnternation~I Fixed lncome 

Cash& Fixed lncorne Cash & 1 I% 
!Equivalent 10% Equivalent 

~ Alternatives 4% 3% 
Real Estate & ReaJ Estate & 

2% 

Partnerships Partnerships 
32o/o 32% 
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Exhibit 5 

Austin Police Retireme11t System 
Developme11t of Actuarial Value of Assets 

Calculation of Actuarial Investment Gain/(Loss) 
Based on Total Market Value for Plan Years 

Market Value of Assets as of beginning of year 
City of Austin Contributions 
Officer Contributions 
Benefit Payments and Contribution Refunds 
Expected Investment Return* 
Expected Market Value of Assets as of end of year 
Actual Market Value of Assets as of end of year 
Actuarial Investment Gain/(Loss) 
Market Value Rate of Return Net of Expenses 
Rate of Actuarial Investment Gain/(Loss) 

.2005 

$ 349,015,060 
15,840,395 
8,327,031 

(18,767,339) 
28.133,053 

$ 382,548,200 
389.689.133 

$ 7,140,933 
10.0% 
2.0% 

2004 

$ 301,430,974 
14,794,834 
7,804,027 

(16,627,672) 
24,348.731 

$ 331,750,894 
349.015.060 

$ 17,264,166 
13.7% 
5.7% 

2003 

$ 248,984,633 
13,950,555 
7,389,869 

(I 5, 186,805) 
20.160.180 

$ 275,298,432 
301.430,974 

$ 26, 132,542 
18.4% 
10.4% 

• AssumJng (I) unifonn distribution of contributions and payments during Lhc plan year and (2) expected investment rate of return of 8.00%. 

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

Plan Investment Deferral Gain (Loss) Amount 
Year Gain/(Lossl Percentage as of December 31. 2005 

2005 
2004 
2003 
2002 
Total 

$ 7,140,933 
17,264,166 
26,132,542 

( 42,245, 187) 

80% 
60% 
40% 
20% 

$ 5,7 12,746 
$ 10,358,500 

10,453,017 
(8.449.037) 

$ 18,075,226 

Actuarial Value of Assets as of December 31. 2005 

I. Market Value of Assets as of December 31, 2005 
2. Deferred Gain/(Loss) to be recognized in future 
3. Preliminary Value (Item I - Item 2) 
4. 80% of Market Value as of December 31, 2005 
5. 120% of Market Value as of December 31, 2005 
6. Total Actuarial Value as of December 31, 2005 
7. Retiree Death Benefit fund as of December 31, 2005 
8. Net Actuarial Value as of December 31, 2005 (Item 6-ltem 7) 

$389,689, 133 
$ 18.075.226 
$371,613,907 
$311,751 ,306 
$467,626,960 
$371,613,907 
$ 109,374 
$371,504,533 

200.2 

$ 264,452,675 
12,566,293 
7,348,110 

(14,505,660) 
21.368.402 

$ 291,229 ,820 
248.984,633 

$ (42,245, 187) 
(7.8)% 

(15.8)% 
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E'\hibir 6 

A 11sli11 Police Retiremmt System 
Hi~tnricn/ Compariw11 of,\JnrJ.et and Actuarial J'a/11e of lssets 

(l'nluntio11s as of December 3 /) 

2002 2003 2004 

I• Market Value D Actuarial Value I 
2005 
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Years 
of 

~£n:is:~ 

0 
I 
2 
3 
4 

5 
6 
7 
8 
9 

10 
l I 
12 
13 
14 

15 
16 
17 
18 
19 

2 0-24 
25-29 
30-34 
35-39 
40-44 

T otals 

Aver.age 
Annual 
Salary 

Exhjbit 7 

Austill Police R etirem ent System 
Distribution of Police Officers by Age a11d Service as of December 31, 2005 

with Average A1111ual Salary 

60or 
!,!nder 25 ~ ~ ~ 4 0 -44 45-49 ~ 55-59 ~ I2W 

I 1 30 17 9 4 0 0 0 0 71 
7 23 14 11 2 0 0 0 0 57 
0 20 24 20 7 0 0 0 0 71 
0 23 26 5 4 0 0 0 0 58 
0 3 1 36 22 9 2 0 0 0 100 

0 25 45 20 11 2 0 0 0 103 
0 4 20 11 4 0 0 0 0 39 
0 5 41 30 17 3 0 0 0 96 
0 3 39 39 11 I 2 0 0 95 
0 0 31 24 7 I 0 0 0 63 

0 l 12 34 10 0 0 0 58 
0 0 10 31 21 3 I 0 0 66 
0 0 l 29 17 3 0 0 0 50 
0 0 0 23 25 12 2 0 0 62 
0 0 0 12 13 3 0 0 0 28 

0 0 0 12 31 15 I 0 0 59 
0 0 0 I 2 1 0 0 0 4 
0 0 0 I 13 4 4 l 0 23 
0 0 0 0 8 3 l 0 0 12 
0 0 0 0 19 22 2 2 0 45 

0 0 0 0 33 94 34 8 0 169 
0 0 0 0 0 18 53 9 I 81 
0 0 0 0 0 0 5 9 0 14 
0 0 0 0 0 0 0 3 0 3 

_Q _Q _Q _Q _Q _Q _Q _Q Q __Q 

18 165 316 334 268 187 106 32 1,427 

$35,5 19 $49,3 17 $56,41 5 $6 1,470 $70,929 $81,580 $85,882 $87,817 $1 15,965 $65,472 

A verage 
Annual 
Salai:y 

$32, 124 
43,793 
50,256 
55,333 
55,690 

55,761 
56,463 
60,525 
61,432 
61,997 

64,478 
68,204 
69,751 
70,092 
71,137 

77,0 11 
80,676 
81,258 
84 ,871 
83,388 

86,146 
88,194 
88,951 
95,917 

65,472 
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E~hib i t 8 

Austin Police Retireme111 S.r~tem 
Jlistorica/ Summary of GroK11t in ,\'umber of Co11trib11ti11g Member\ 

1.364 1,388 1.398 1,427 

910 
960 

777 803 

534 

1980 1990 1992 1994 1996 1998 2000 2002 2003 2004 2005 2006 

,\ \'Cragc annual increase O\cr. 
-t-ycar period 2002-2006: 2.8°/. 

l 0-)ear period 1996-2006: ·tO'o 
26-ycar period l 980-2006: 3.9% 
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MaJc 
Officers 

88% 

[\hibit 9 

A 11Hi1t Police Retirement Syllem 
BreaA·r/ow11 by Se.'( of i\'11111ber of Officers and A 1•erage Aumtal Rate 

of Pay as Reported for tlte December 31, 1005 I 'a/11atio11 

Female 
Officers 

12o/o 

$70,000 

$65.000 

S60,000 

$55,000 

SS0,000 

S45,000 

$40,000 

$35,000 

$30,000 

$65,504 $65,237 

Male Female 

$65,472 

Total 
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Eihibit 10 

A 11sri11 Police Retire111e11r System 
Breaktlo 11•11 of Pe1uiouers by Type mu! A 111111i~1· Optiou 

Joint & 213 
9% 

Surviving 
Beneficiary 

9% 

Vested Term. 
3o/1> 

Disability 
1% 

Levd Income 
Options 

14% 

Joint & 50% 
7% Joint & 100% 

23% 

Strajght Life 
35% 
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Exhibit 11 

Austin Police R etirement System 
Summary Data of Active Police Officers a11d Pensioners 

as of the December 31, 2005 Valuation 

Active Police Officers Male Fem ale 

Total Contributing Police Officers 1,257 170 

Annualized R eported Payroll S82,338, 706 $11 ,090,25 1 

Average Annual Rate of Pav $65,504 $65,237 

MontWy 
Pensioners and Vested Terminated Officers Number Payment 

Service Retirements by Type of Annuity 
Straight Life 138 $568,324 
Joint and 100% 91 360,538 
Joint and 50% 27 112,780 
Joint and T wo-Thirds B eneficiary 34 136,621 
Joint and Tw o-Thirds L ast Survivor 1 4.426 
Level Income Straight Life 17 62,862 
Level lncome Joint and Two-Thirds 29 99,372 
Level Income Join t and I 00% 10 38,026 
f ifteen Year Certain and Life --2 11,28 1 

T otal Service Retirements 350 1,394,230 

D isability R etirements 2 3,799 

Surviving B eneficiaries 34 115,589 

Vested T erminated Officers __J_1 19.115 

Total 397 Sl,532,733 

Tota l 

1,427 

$93,428,.957 

$65,472 

Actuarial 
Present Value 

of Benefits 

$72,847,627 
49,193,234 
14,447,453 
17,755,924 

506,425 
5,899,825 

10,296,445 
4,448,61 4 
1,393,860 

176,789,407 

470,767 

12,267,454 

908.778 

$190,436,406 
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[\hibit 12 

A11sti11 Police Retirement Sy\tem 
lli.storical Co111pariw11 of.1ct1wrial , lccrued Liability and Act11orial I 'nlue of Anetf 

(J 'a/ualiom O\ of December 31) 

$ in ~ hlJions 

2001 2002 2003 2004 

I 0 Actuarial Accrued Liability • Actuarial Value of Assets I 
2005 
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Date System Bega11 

Janua.ry 1, 1980 

Statute Effecnve Date 

September l , 2003 

A dministration 

Exhibit 13 

Austin Police Retirem ent System 
Summary Plan D escriptio11 

The fund is administered by a retirement board consisting o f 11 m embers . Funds are held 
by the retirement board, as trus tee. 

Employees bicluded 

A JI regular and permanent full-time police officers or cade ts who are employed by the 
police d epartment. In addition , employees of the System 's administrative staff are also 
included . 

E mployee Contributions 

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

City Contributions 

18% of "Compensation Considered" for a11 "Employees Included" effective as of October I, 
1996 and thereafter. Effective September 1, 2003, a very small portion of the city 
contribution will be allocated by the Board to the Retiree Death Benefit Fund (account) 
admi nistered by the System . 

S ervice Considered 

The number of months during which a m ember is required to make and does make 
prescribed contributions plus (a) any creditab]e service received as a result of the provis ions 
for establishing credit for certain military service, cadet service. or proba tionary service 
and (b) any previously forfei ted service that is reinstated according to the provis ions for 
reinstatement. 
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Compensati011 Co11sidered 

Base pay and longevity pay. 

Exhibit 13 (continued ) 

Austi11 Police Retirem ent System 
Summary Pla11 Description 

Average Final Compensation 

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

Normal Retirement Date 

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

Normal Se,,,ice Retireme11t Be11efit 

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

Disability Be11efit 

A member is eligible for a disability benefit (a) at any age provided he has completed ten 
years of service and (b) has a total and permanent disability from any cause. A member 
with less than 10 years of service is also eligible for a disabil ity benefit if his disability is 
total and permanent and is the result of his duties as a police officer . The annuity is based 
on credited service and compensation to date of disability; however, not less than 20 years 
of service will be credited for an occupational disability. 
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D eatlr B en efits 

Exhibit 13 (continued) 

A ustin Police R etire m ent System 
Summary Pla.n D escriptioll 

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

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

If death occu rs before retirement but after eligibility for retirement and p rior to selection of 
an optional annuity and, if the member leaves a lawfully married spouse surviving, then the 
surviving spouse may select an optional annuity or select a lump sum benefit equal to twice 
the accumulated member contributions made plus allowable interest. If the lawfully 
married surviving spouse dies before having received benefits equal to the amount of 
accumulated member contributions, the excess of such accumulated deposits over the 
benefits actually received will be refunded in one sum to the member' s estate. If the 
member leaves no surviving spouse, then the member's designated beneficiary, or if no 
beneficiary exists, the executor or administrator of the estate, may select either the Fifteen 
Year Certain and Life Annuity or a lump sum benefit equal to twice the accumulated 
member contributions made plus allowable interest. If an option al annuity is selected in lieu 
of a lump sum benefit, a $7,500 lump sum death benefit is payable to the beneficiary. 

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

R etiree Death Benefit Ftutd 

Effective September 1, 2003 , a separate fund was establish ed to pay $7,500 post-retirement 
lump sum death benefits. This fund is funded by city contributions. 
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Termination Benefit 

Exhibit 13 (continued) 

A ustin Police R etirem ent System 
S ummary Pla.11 Description 

A member terminating employm ent with less than 10 years of service for reasons other 
than service retiremen t, disability retirement o r death w ill receive a n amount equal to his 
contributions to the retirement system and accumulated interest. Interest is credited at the 
end of each calendar year at a rate determined by the system's board of trustees on the 
member's beginning-of-year account balance. 

If the terminating member has 10 or more years of service, he may elect to leave his 
accumulated contributions with the retirement system. He w ill be entitled to a deferred 
benefit commencing at the normal retirement date based upon h is service and 
compensation prior to terminatio n. 

Optional Payments 

A retiring member may e lect an optional form of annwty payment rather than the standard 
Life Annuity. Such options are a Joint and 100% to Survivor, Joint and 50% to Survivor, 
Joint and Two-Thirds to Survivor, Jo int and Two-Thirds to Last Survivor o r 15-Y ear 
Certain and Life Annuity. 

A retroactive deferred retiremen t option plan (RETRO DROP) can also be e lected by 
retiring m embers meeting certain eligibility requirements. T h is option provides the member 
with a monthly annuity and a lump sum. The RETRO DROP benefit computation date 
elected by the member may not be earlier than the da te the member completed 23 years of 
creditable service not reflecting any military service cred it or m ay not be earlier than 36 
m onths prior to the date of retirement. 

Postretirement Cost-of-Living Increases 

The Board may authorize an annua l ad hoc cost-of-living adjustment (COLA), subject to 
actuarial approval, not to exceed 6% per year. (Recent COLAs were 1.75%, 3.00%, and 
1.50% effective January 1, 2005, 2004, and 2003, respectively). Postre tirement benefit 
increases w ill automatically be provided when the system 's benefit formula as a percent of 
average compensat1on for years of service increases. 
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 Exhibit 14 

Austin Police R etirem e11t System 
Summary of Actuarial Methods and Assumptions 

1. Actuarial Cost M ethod 

2. Asset Valuation Method 

3. Investmen t R eturn (Interest Rate) 

4 . Inflation 

5. Salary Increase Due to Gene ra l 
Wage Increases 

6. Salary Increa ses Due to Promotion 
and Lo ngevi ty Increases 

7. Total Salary Increase 

8. Inter est Credited on Officer's 
Accumulated Contributions 

9. Mortality 
a . Active and Retired 

b . Disab led 

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

level percent of compensation over 
a member 's career. 

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

Gains and losses in the market value of 
assets, based on the difference between the 
actual rate of re turn and the assumed rate 
of return, are recognized in the actuarial 
value over five years. The actuarial value 
w i ll not be less than 80% o r more than 
120% of the market value o f assets. 

8o/o per year, net of all expenses 

4 % per year 

4 % per year 

2.8% per year average over 25-year career. 
See Exhibit 16 for the p romotion and 
longevity salary increases by year of 
service. 

6.8% per year average over 25-year career. 
See Exhibit 16 for the total salary increases 
by year of service. 

3%per year 

RP-2000 Mortality T ables for males and 
females (Combined H ealthy Lives) 
RP-2000 Mortality T ables for males and 

. _ (emales (Combined H ealthv Lives) 
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 Exhibit 14 (continued) 

Austi11 Police Retireme11t System 
Summary of Actuarial Methods and Assumptions 

10. Retirement Rates 

11. Withdrawal Rates 

12. Disability Rates 

13. Future Pre-Employment Military 
Service Purchase for Officers with 
Military Service Information in 
Database Who Have Not Yet 
Purchased Credit 

14. Future Pre-Employment Military 
Service Purchase for Officers 
without Purchase 

15. RETRO DROP Election 

16. RETRO DROP P eriod Election 

17. Percent Single after Eligible for 
Service Retirement 

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

19. Payment Form Election for Pre
Retirement Death Bene fits 
a. Married Members 
b. Single Members 

Expected average retirement age of 53.0 
based on the officers included in the 
December 31, 2005 valuation. See Exhibit 
17 for service and age-related rates. 

Expected number of terminations of 24 in 
2006 based on the officers included in the 
December 31, 2005 valuation. See Exhibit 
18 for service-related rates. 

See Exhib it 19 for age-related rates. 

• 100% o f officers will purchase 
• All of military service will be purchased 

up to allowable 24 months 
• Officers will pay 25% of estimated cost 

• 35% of officers will purchase 
• 22 months purchased on average 
• Officers will pay 25°/o of estimated cost 

65% of those eligible for at least a one-year 
RETRO DROP are assumed to make such an 
election. 

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

15% 

Female 3 years younger than male 

Joint and 100% to Survivor 
1 5-Year Certain and Life Annuity 



P A G E  6 1  

2 0 0 5  A N N U A L  R E P O R T  

 Exhibit 14 (continued) 

A ustin Police R etirem en t System 
S ummary of Actu arial Methods and Assumption s 

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

21. Cadet Service Purchase 

22. Forfeited Service Purchase, 
Probationary Service Purchase, and 
Uniform Military Leave of Service 
Purchase 

23. RETRO DROP lump sums left with 
the System (PROP) 

None 

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

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

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

• 40% of officers electing RETRO 
DROP will leave their lump sum in the 
System until age 60. 

• Average annual rate credited to the 
PROP accounts will be 7%. 
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 Exhibit 15 

A ustilf Police Retirem en t System 
Cha11ges i11 Actuarial Methods an d Assumptiolfs 

December 31, 2004 December 31, 2005 
Actuarial Assumption Actuarial Assumption 

• Mortality for Active and Retired UP-1994 Mortality Tables RP-2000 Mortality Tables 
for males and females for males and females 

(Combined Healthy Lives) 

• Mortality for Disabled 85% of 1965 RRB Disabled RP-2000 Mortality Tables 
Annuitants Mortality Table for males and females 

(Combined Healthy Lives) 

• Future Pre-Employment Mili tary • 20 months purchased on N I A 
Service Purchase for Officers average 
without Purchase • 60% of officers under 45 

• 75% of officers 45 and 
above 

• Officers will pay 25% of 
estimated cost 

• Future Pre-Employment Military N IA • 100% of officers will 

Service Purchase for Officers purchase 

with Military Service Information • All of military service 
in Database Who Have Not Yet w ill be purchased up to 
Purchased Credit 24 months 

• Officers will pay 25% of 
estimated cost 

• Future Pre-Employment Military N I A • 35% of officers will 
Service Purchase for Officers purchase 
without Milita.ry Service • 22 months purchased on 
Information in Database average 

• Offic.ers will pay 25% of 
estimated cost 
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Exhibit 16 

Austur Police Retireme1tt System 
Salary Rate of I11crease Assumption from Year t-1 to Year t 

Salary Increases Due to 
Promotion and 

Year of Longevity 
Service t Increases Total Increases 

1 18.0% 22.7% 
2 l l.2 15.6 
3 5.8 10.0 
4 0.9 4 .9 
5 0.9 4 .9 

6 7.1 l l.4 
7 0.5 4.5 
8 0.5 4.5 
8 0.5 4.5 
10 7 .1 11.4 

1 1 0.3 4.3 
12 0.3 4.3 
13 0.3 4.3 
14 7.1 11.4 
15 0.2 4.2 

16 7.2 11.5 
17 0.2 4 .2 
18 0.1 4.1 
19 0 .1 4 .1 
20 0.1 4.1 

21 0 .1 4 .1 
22 0.1 4.1 
23 0. 1 4 . 1 
24 0.1 4 .1 
25 0.1 4 .1 

26-45 0.0 4.0 
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Exhibit 17 

Austin Police R etirem ent System 
Assumed Service Retirement Rates Per 1,000 Members* 

For Entry Ages Under 32 For E ntry Ages 33 and Above 
22& 

Service Under 23-27 28-32 Age 33-37 
23 50 75 100 43 
24 200 200 200 44 

25 250 250 250 45 
26 300 300 300 46 
27 500 400 350 47 
28 500 400 400 48 
29 500 400 500 49 

30 500 500 500 50 
31 500 500 500 51 
32 500 500 1000** 52 
33 500 500 53 
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 
4 1 600 61 
42 1000** 62 

63 
64 

65 

• Rates are applicable after officer is or would be eligible for retirement. 
•• I 00% retirement rate will be effective at age 60 if earlier. 

43 & 
38-42 Over 

500 
350 
350 800 
350 400 
350 400 

1000 1000 
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Exhibit 18 

Austin P olice R etirem e11t System 
Assumed Withdrawal R ates Per 1,000 Members 

Years of Service W ith drawal Rates 
0 100 
1 20 
2 20 
3 20 
4 20 

5 20 
6 20 
7 20 
8 20 
9 20 

10 20 
11 17 
12 14 
13 10 
14 5 

15 0 
16 0 
17 0 
18 0 
19 0 
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Age 

20 
21 
22 
23 
24 

25 
26 
27 
28 
29 

30 
3 1 
32 
33 
34 

35 
36 
37 
38 
39 

Exhibit 19 

A ustin Police R etirement System 
Assu med Disability R ates Per 1,000 M embers* 

Disability 
Rates Age 

0.14 40 
0. 15 41 
0 .16 42 
0 .17 43 
0.18 44 

0.19 45 
0.21 46 
0 .23 47 
0.25 48 
0 .28 49 

0.31 50 
0.35 51 
0.40 52 
0.45 53 
0.49 54 

0.52 55 
0.54 56 
0.57 57 
0.62 58 
0.73 59 

60 
61 

62 and later 

Disability 
Rates 

0.92 
1.14 
1.32 
1.48 
1.73 

2.09 
2.55 
2.98 
3.34 
3.62 

3 .79 
3 .92 
4 .04 
4.24 
4 .56 

4.90 
5.32 
5.86 
6.60 
7 .53 

9.11 
11.72 
0.00 

*Rates are for disability due to aJI causes, and occupational disability rates are assumed to 
be 55% of aJI cause rates. Rates are not appl icable after an officer is or would be eligible 
for retirement. 
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Exhibit 20 

A ustill Police R etireme11t System 
Definitio11s 

1. Actuarial cost m ethod - A procedure for determining the actuarial present value of 
pen sion plan benefits and for developing an actuarially equivalent allocation of such 
value to time periods in the form of a nom1al cost contribution rate and an actuarial 
accrued liability. 

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

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

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

5. Normal cost contributio11 rate -That portion of the actuarial present value of benefits 
which is allocated to a valuation year by the Entry Age Actuarial Cost M ethod. It is 
expressed as a percent of compensation and is equal to the actuarial present value at 
hire of projected benefits divided by the actuarial present value at hire of anticipated 
future compensation. It is calculated for each individual and summed for the entire 
group. 

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

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

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

9. Actuarial gaill or loss - A measure of the difference between actual experience and that 
expected based upon a set of actuarial assumptions, during the period between two 
actuarial valuation dates. 

10. Amortization p eriod - The period determined in an actuarial valuation as the number 
of years required, beginning wi th the valuation date, to amortize the unfunded 
actuarial accrued liability w ith a level percent of payro ll that is the difference between 
the expected total contribution rate and the normal cost contn1mtion rate. 



P A G E  6 8  

A U S T I N  P O L I C E  R E T I R E M E N T  S Y S T E M  

 

Actuarial 
Valuation 

Date 1 

12/3 1/01 
12/3 1/023 

12/31/03 
12/311044 

12/3 1/054 

E xhibit 21 

A ustin P olice R etirem ent System 
Disclosures i11 Accorda11ce with GASB Statem ent N o. 25 

R equired S upplem e11tary l11formation 
for the System 's Fina11cial Statem ents for Fiscal Year 

E nding D ecember 31, 2005 

I. Schedule of F unding Progr ess 

Entry Age 
Actuarial Actuarial Accrued Unfunded Annual 
Value of Liabili ty AAL Funded Covered 
Assets (AAL) (UAAL) Ratio Payroll2 

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

$284,761,203 $347,548, 177 $62, 786,974 8 1.9% $69,706,749 
298, 781,560 384,99 1, 799 86,2 10,239 77.6 79,236,366 
320,354,298 413,964,994 93,610,696 77.4 80,958,862 
343,446,574 45 1,579,880 108,133,306 76.l 86,673,590 
371,504,533 494,640,856 123,136,323 75.1 93,428,957 

1 Prior to the acruarial valuation as December 31, 200 I, the System had biennial valuations. 
2 The covered payroll is based on the annual rate of base pay and longevity pay used in the valuation. 
3 ReflCClS changes in plan benefit provisions effective September I, 2003. 
•Some of the actuarial assumptions were revised. 

II. Schedule o f Employer Contributions 

Annual 
Contribution 

Plan As a Fixed Annual 
Year Ended Percentage of Required Percentage 

December31 Payroll Contribution1 Contribute d 

2000 18% $10,046,065 100% 
2001 18 11 , 178,204 100 
2002 18 12,566,293 100 
2003 18.000/ 17.9062 13,929,7243 100 
2004 17.906 14,714 ,1744 100 
2005 17.902 15,754 ,9225 100 

UAALasa 
Percentage 
of Covered 

Payroll 
((b - a)/c) 

90.1% 
108.8 
115.6 
124.8 
131.8 

1 The annual required contribution is based on actual covered payroll. 
2 Effective September I , 2003, a portion oftbe Employer's total 18% contribution is allocated to 11 RetiTee Death 

Benefit Fund. This port ion was determined to be 0.094% effective September I, 2003 based on the 
December 31, 2002 actuarial valuabon 

1 The employer' s total contribution during 2003 including the Retiree Death Benefit Fund was $13,950,555. 
• The employer's total contribution during 2004 including the Retiree Death Benefit Fund was $14,794,834. 
s The employer's total contnburion during 2005 including the Retiree Death Benefit Fund was $15,840,395. 
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 Exhibit 21 (continued) 

Austin Police Retirement System 
Disclosures ill Accordance with GASB Stateme11t No. 25 

R equired Supplementary Informatio11 
f or the System's Financial Stateme11tsfor Fiscal Year 

Ending December 3 1, 2005 

Ill. Notes to R equired Supplementary Information 

The information presented in the required s upplementary schedules was determined as part o f 
the actuarial valuations at the dates indicated. Additional information as of the latest actuarial 
valuation follows. 

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

Actuarial assumptions: 
- Investment rate of return, net 

of expenses 

December 3 1, 2005 
Entry Age 

Level percentage of projected payroll, open 
38.3 years 

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

8.0% 
- Projected salary increases including 

promotion and longevity 4.0% to 22.0% per year, averaging 6.8% 
4.0% 
None 

- Inflation rate per year 
- Postretirement cost-of-living adjustments 

IV. Actuarial Information for Notes to the Financial Statement as 
Required b y Paragraph 32 of GASB 25 

A . PLAN DESCRIPTION 

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

The System was originally established in 1979 by a City Council ordinance. Effective 
August 1991 , the System is governed by state law with plan amendments made by the 
Legislature of the State of Texas. The System provides retirement, death, d isability 
and w ithdrawal benefits. Benefits vest after I 0 years of c redited service. P articipants 
may retire at (a) 23 years of service excluding a ny military service credit regardless of 
age, or (b) age 55 with 20 years of service excluding any military service o r (c) age 62. 
The monthly benefit at retirement is payable as a life annuity (modified cash refund). 

As of the actuarial valuation date o f December 31, 2005, the monthly benefit is equal 
to 3.0% of the highest 36-month average salary multiplied by years and months of 
service. The RETRO DROP provisions require that a participant must have 23 years 
of creditable service with the retirement system excluding any military service credit 
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 Exhibit 21 (continued) 

A u stin Police Retirem ent System 
Disclosures i11 Accordance with GASB Statem ellt No. 25 

R equired Supplementary I11formation 
for the Syst.em 's Financial Statem ents for Fiscal Year 

E 11dirig December 31, 2005 

on the date the participant elects for the RETRO DROP benefit computation date. 
Further, the RETRO DROP provisions may be ch anged in the future by Board rule 
with approval by the System's actuary. Similarly, the eligibility requirement for 
service retirement may be changed in the future by Board rule with approval by the 
System's actuary, except, the age 62 minimum eligibility regardless of service may not 
be changed. 

The Post Retirement Option Plan (PROP ) is an option allowing retiring officers to 
leave their RETRO DROP lump sum in the System for a period of time. The 
participant can elect to receive partial payments from the RETRO DROP lump sum 
accou nt and can also elect to delay payment of the entire RETRO DROP lump sum. 
Interest credits are paid on the participant's RETRO DROP lump sum account 
following the participant's retirement until the entire lump sum is paid. The interest 
credits are granted based on an annual rate determined from time to time by Board 
Rule. 

A $7,500 post-retirement lump sum death benefit is payable from a separate Retiree 
Death Benefit Fund (account) administered by the System. As of December 31 , 2005, 
the assets of the Retiree Death Benefit Fund were $109,374 and were included in the 
System's total market value of assets of $389,689, 133. 

Distributions to officers or their beneficiaries are a lso available in the event of total 
and permanent disability, provided the officer has completed 10 years of service o r the 
injury was sustained during the performance of employment duties, or upon death. 
The terms of benefit payments are determined by certain elections made by the officer , 
their level of earnings and length of service. Payments to officers or their 
beneficiaries may be increased annua11y on an ad hoc basis, limited to 6% per year , 
and subject to the approval of the Retirement Board and the actuary. 

Participating members in the System include full -time police officers and cadets 
employed by the police department of the City and employees of the System. The 
following m embership status o f the System was reflected in the actuarial valuation as 
of December 3 1, 2005: 

Retirees and benefic iaries currently receiving benefits (386) 
and tenninated employees entitled to future mon thly 
benefits ( 11) 

Current participati ng members 

Total 

397 

1.427 

l,824 
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 Exhibit 21 (continued ) 

A ustin Police R etirem ent System 
D isclosures in Accordance witli GASB S tatem ent N o. 25 

R equired Supplem entary Information 
for the System 's F inancial S tatem ents for Fiscal Year 

E nding December 3 1, 2005 

B. CONTRIBUTIONS 

The System is funded by b iweekly contributions from the basic compensation, 
consisting of base pay and longevity pay, of police officers and by contributions from 
the City. Under the provisions in effect on December 3 1, 2005, participants are 
required to contribute 9% of their basic compensation to the System. The City is 
required to make contributions equal to 18% of basic compensation and may 
authorize additional contributions. Effective September 1, 2003, a portion of the 
City's total 18% contribution is allocated to the Retiree D eath B enefit Fund. T h is 
portion, redetermined annually, was 0.098% for 2005 based on the D ecember 31, 
2003 actuarial valuation and is 0.094% for 2006 based on the December 3 1, 2004 
actuarial valuation. This portion was redetermined based on the December 31, 2005 
actuarial valuation to be 0 .081 % for 2007. 

The C ity contribution rate is required by the state law governing the System and may 
be changed by amendment made by the Legislature of the State of Texas. The 
participant contribution rate must be at least 6% but was increased to 9% effective 
October 1993 by a recommendation of the Retirement Board and an approving vote 
of the participating members in accordance with the state law governing the System. 
The participant contribution rate may be changed by amendment made by the 
Legislature of the State of Texas or by appropriate actions of the Board an d the 
participating members in accordance with the state law governing the System. 

While contribution rates are not actuarially determined, s tate law requires that each 
plan of benefits adopted by the System must be approved by a qualified actuary. The 
actuary certifies that the contribution commitment by the police officers and the City 
provides an adequate financing arrangement. Using the entry age actuarial cost 
method, the System' s normal cost is determined as a percentage of payrol l. The 
excess of the total contribution rate over the normal cost rate is used to amorti.ze the 
System's unfunded actuarial accrued liability, and the number of years needed to 
amortize the System's unfunded actuarial accrued liability is determined using an 
open , level percentage of payroll method. Based on the actuarial valuation as of 
December 31, 2005 and the current plan provisions, the normal cost was 20.241 % of 
pay and the amortization period was 38.3 years. 
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Exhibit 22 

.Austi11 Police R etirement Syste m 
Disclosures iii Accorda11ce with GA SB Statement No. 27 
Notes to the Fi11a11cial Statements for the City of Austin 

for the Fiscal Year E11ding September 30, 2006 

I. Aooual Pension C ost 

For the fiscal year ending September 30, 2006, the City's Annual P ension Cost {APC) of 
$ for the A ustin Police Retirement System is equal to approximately 17.9% of 
the basic compensation, consisting of base pay and longevity pay, of the members of the 
System (including both police cadets and officers). The APC is equal to the City's 
required and actual contrib utions. The total required contributions by the C ity are a fixed 
18% of pay. However, effective September l , 2003, a portion of the city's contribu tion is 
a llocated to a separate Re tiree Death Benefit Fund (account). This portion, redetermined 
annually, was 0.098% for 2005 based on the December 3 1, 2003 actuarial valuation and is 
0.094% for 2006 based on the December 3 1, 2004 actuarial valuation. Therefore, the 
required contributions for the fiscal year ending September 30, 2006 were equal to 
17.902% of payroll for the period October 1, 2005 through December 31, 2005 and 
17.906% of payroll for the period January 1, 2006 through September 30, 2006. 

The required contributions for the fiscal year ending September 30, 2006 were based on 
the results of the actuarial valuations as of December 31, 2003 and as of December 31, 
2004 using the entry age actuarial cost method and were determined in compliance with 
the GASB Statement No. 27 parameters. T he actuarial meth ods and assum ptions used for 
the three most recent valuations are shown below: 

Valuation date 12/3112003 12/31/2004 12/31/2005 
Actuarial cost method Entry age Entry age Entry age 
Amortization method Level percent of Level percent of Level percent of 

payroll, open payroU, open payroll, open 
Amortization period 28.6years 32.0 years 38.3 years 
Asset valuation method 5-year adjusted 5-year adjusted 5-year adjusted 

market value market value market value 
Actuarial Assumptions 

• Investment return 8.0% 8.0% 8.0% 
• Projected salary increases 4.0% plus prom otion 4.0% )'llus promotion 4.0% plus promotion 

and longevity and longevity and longevity 
• Inflation 4.0% 4.0% 4.0% 
• Cost-of-living increases 0.0% 0.0% 0.0% 
• Payroll increases 4.0% 4.0% 4.0% 
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Fiscal 

Exhibit 22 (continued) 

Austi11 Police R etireme11t System 
Disclosures in Accorda11ce with GASB StaJem e11t No. 27 
Notes to the Fina11cial Stateme11ts for the City of A ustin 

for the Fiscal Year E 11ding September 30, 2006 

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

Annual Percentage Contribution as Net 
Year Pension ofAPC a Percentage Pension 

Ending Cost {APC) Contributed o f Payroll Obligation 

09/30/2004 $ I 100% 17.906%" $0 
09/30/2005 I 100 17.906/ 17.9023 0 
09/30/2006 I 100 17.902/17.9064 0 

1 City wi ll be able to determine these amounts from their accounting system since there is no net pension obligation. 
2 APC was equal to 17 .906% of payroll for the period October I , 2003 through September 30, 2004. 
3 APC was equal to 1 7 .906% of payroll for lhe period October 1, 2004 th.rough December 31, 2005 plus 17 .902% of 

payroll for the period January l , 2005 through September 30, 2005. 
• APC was equal to 17.902% of payroll for the period October 1, 2005 through December 31, 2005 plus 17.906% of 

payroll for the period January I, 2006 through September 30, 2006. 

III. Schedule of F unding Progress 

Entry Age 
Actuarial Actuarial Accrued Unfunded Annual 

Actuarial Value of Liability AAL Funded Covered 
Valuation Assets (AAL) (UAAL) Ratio Payroll2 

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

12131 /01 $284,761,203 $347,548, 177 $62,786,974 81.9% $69,706,749 
12131 /023 298, 781,560 384,991,799 86,210,239 77.6 79,236,366 
12131 /03 320,354,298 413 ,964,994 93,610,696 77.4 80,958,862 
12131 /044 343,446,574 451,579,880 108,133,306 76.l 86,673,590 
12/3 1/054 371,504,533 494,640,356 123, l 36,323 75.1 93,428,957 

' Prior to the actuarial valuation as December 31, 2001. the System had biennial valuations. 
2 The covered payrnll is based on the annual rate of base pay and longevity pay used in the valuation. 
1 Reflects changes in plan benefit provisions effective September 1, 2003. 
'Some of the actuarial assumptions were revised. 

UAALas a 
Percentage 
of Covered 

Payroll 
((b - a)/c) 

90.1% 
108.8 
115.6 
124.8 
131.8 
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 Exhibit 22 (continued) 

A u stin Police Retirem ent System 
Disclosures in Accordance with GASB Statement N o. 2 7 
N otes to the Financial Statemen ts for the City of Austin 

for tlte Fiscal Year E nding September 30, 2006 

IV. Actuarial Information for N otes to the F inancial Statement as 
R equired by Paragraph 20 of GASB 27 

A. PLAN DESCRIYTION 

The Board of Trustees of the City of Austin Police Retirement System is the 
administrator of a single-employer defined benefit p ension plan. The System is 
considered part of the C ity of Austin's financial reporting entity and is included in 
the City's financial reports as a pension trust fund. The Plan issues a stand alone 
report 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 s tate law with plan amendments 
made by the Legislature of the State of Texas. The System provides retirement. 
death, disability and w ithdrawal benefits. Benefits vest after 10 years of c redited 
service. P articipants may retire at (a) 23 years of service excluding any military 
service credit regardless of age, or (b) age 55 with 20 years of service excluding 
any military service o r (c) age 62. The monthly benefit at retirement is payable as 
a life annuity (modified cash refund). As of the actuarial valuation da te of 
December 31, 2005, the m onthly benefit is equal to 3.0% oftbe highest 36-month 
average salary multiplied by years and m on ths of serv ice. 

The RETRO DROP provisions requ ire that a participant must have 23 years of 
creditable service with the retirement system excluding any military service credit 
on the date the partic ipant e lects for the RETRO DROP benefit computation date. 
Further, the RETRO DROP provisions may be changed in the future by Board rule 
w ith approval by the System's actuary. Similarly, the eligibility requirement for 
service retirement may be changed in the future by Board rule with approval by the 
System's actuary, except, the age 62 minimum eligibility regardless of service may 
not be changed by Board rule. 

The Post Retirement Option P lan (PROP) is an option a llowing reti ring officers to 
leave their RETRO DROP lump sum in the System for a period of time. T he 
participant can elect to receive partial payments from th e RETRO DROP lump sum 
account and can also e lect to delay payment of the entire RETRO DROP lump sum. 
Interest credits are paid on the participant's RETRO DROP lump sum account 
following the participant's retirement until the entire lump sum is paid . The interest 
credits are granted based on an annual rate determined from time to time by B oard 
R ule. 
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 Exhibit 22 (continued) 

A ustin Police Retirem ent System 
Disclosures ;,, Accorda11ce with GASB Statement No. 27 
Notes w the Filrancial Stateme11tsfor the City of Austin 

for the Fiscal Year E11di11g September 30, 2006 

A $7,500 pos t-retirement lump sum death benefit is payable from a separate Retiree 
Death Benefit Fund (account) administered by the System. 

Distributions to officers or their beneficiaries are a lso available in the event of total 
and permanent disability, p rovided the officer has completed 10 years of service or 
the injury was sustained during the perfonnance of em ployment duties, or upon 
death. The terms of benefit payments are detennined by certain e lections made by 
the officer, their level of earnings and length of service. 

Payments to officers or their beneficiaries may be increased annually on an ad hoc 
basis, limited to 6% per year , and subject to the approval of the Retirement Board 
and the actuary. 

Participating members in the System include full-time police officers and cadets 
employed by the police department of the City and employees of the System. 

B. CONTRIBUTIONS 

T he System is funded by biweekly contributions from the b asic compensation, 
consisting of base pay and longevity p ay, of police officers and by contributions 
from the City. Under the provisions in effect during the fiscal year ending 
September 30, 2006, participants were required to contribute 9% of their basic 
compensation to the System. The City was required to make contributions equal to 
at least 18% of basic compensation. Effective September 1, 2003, a portion of the 
City's total 18% contribution is allocated to the Retiree Death Benefit Fund. This 
portion was 0.098% for the period October l, 2005 through December 31, 2005 and 
was 0.094% for the period January 1, 2006 through September 30, 2006. 

The total C ity contribution rate of at least 18% is required by the state law 
governing the System and may be changt::<l by amendment made by the Legislature 
of the State of Texas. The participant contribution rate must be at least 6% but was 
increased to 9% effective October 1993 by a recommendation of the Retirement 
Board and an approving vote of the participating members in accordance with the 
state law governing the System. The participant contnbution rate may be changed 
by amendment made by the Legislature of the State of Texas or by appropriate 
actions of the Board and the participating members in accordance with the state law 
governing the System. 



P A G E  7 6  

A U S T I N  P O L I C E  R E T I R E M E N T  S Y S T E M  

 Exhibit 22 (continued) 

Austill Police Retirement System 
Disclosures in Accordance with GASB Stateme11t No. 17 
Notes to tlle Financial Statements for tire City of Austill 

for the Fiscal Year E11di11g September 30, 2006 

While contribution rales are not actuarially determined, state law requires that each 
plan of benefits adopted by the System must be approved by a qualified actuary. 
The actuary certifies that the contribution commitment by the police officers and the 
City provides an adequate financing arrangement. Using the entry age actuarial 
cost method, the System's normal cost is determined as a percentage of payroll. The 
excess of the tota 1 contribution rate over the normal cost rate is used to amortize the 
System's unfunded actuarial accrued liability, and the number of years needed to 
amortize the System's unfunded actuarial accrued liability is determined using an 
open, level percentage of payroll method. Based on the actuarial valuation as of 
December 31, 2005 and the current plan provisions, the normal cost was 20.241 % 
of pay and the amortization period was 38.3 years. 
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 INTEREST PAID TO MEMBERS 

(15 Year History) 
 Year        Interest Paid  
 2005        0.0%   

   2004        1.75% 
    2003        2.0% 
   2002        2.0% 

 2001        4.0% 
 2000        5.0% 
 1999        5.0% 
 1998        5.0%   
 1997        5.0% 
 1996        5.0% 
 1995        5.0% 
 1994        5.0% 
 1993        4.5%     
 1992        5.5% 
 1991        5.5% 

    

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

 

The Board of Trustees annually determines the amount of interest paid on members' accumulated 
deposits, taking into consideration the performance of the Fund's investments and the actuary's 
recommendations.  The actuary considers what funds are necessary to pay all the benefits that 
retirees and their surviving beneficiaries are entitled to, 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 December 31, you had $1,500, your interest for that year would be based on the $1,000 you 
had in the system on January 1.  In order to obtain that interest, your money must have remained on 
deposit for the entire calendar year. 
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 Cost of Living (Ad Hoc) Adjustments  

(15 Year History) 
 
 

 Year        COLA Paid  
  
                      2005        0.0% 
                      2004        1.75% 
   2003        3.0% 
   2002        1.5% 

 2001        3.0% 
 2000        3.0% 
 1999        3.0% 
 1998        4.0%   
 1997        2.0% 
 1996        3.0% 
 1995        2.0% 
 1994        0.0% 
 1993        5.0%   
 1992        6.0%    
 1991        6.0% 

HOW IS THE AMOUNT OF COST OF LIVING ADJUSTMENT FOR RETIREES 
DETERMINED? 

The Board of Trustees annually determines the amount of cost of living adjustment (Ad Hoc) to pay 
retirees, taking into consideration the performance of the Fund's investments, consumer price index 
(CPI) and the actuary's recommendations.  The actuary considers what funds are necessary to pay 
all the benefits that retirees and their surviving beneficiaries are entitled to, as well as the expected 
liability for current officers who will someday retire, making sure the liabilities can be amortized within 
acceptable accounting and governmental guidelines. 

 

Cost of living adjustments are paid at the beginning of the calendar year, of the year proceeding the 
year approved. A member who retires between January 1, and December 31, in the year the cost of 
living adjustment is approved, will see their amount paid prorated for the number of months the 
retiree was actually retired.  
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COMPARATIVE STATEMENT OF MEMBERSHIP 

 
RETIREMENT SYSTEM     2004  2005     
Total Number of Members, January 1   1406  1398   
     
Add: New Members       66     73 
   
Deduct: Members Terminated     (30)   (37)  
Members Transferred to Retiree System      (32)  (34) 
 
Total Membership, December 31     1410  1400 
Deduct: Inactive Vested Members       (12)   (11) 
 
*TOTAL ACTIVE MEMBERS, DECEMBER 31    1398    1389      
 
 
 
RETIREE SYSTEM 
 
Total Number of Retired Members, January 1  329  356  
 
Add: Retired Members Transferred to System   32  34 
 
Deduct: Retired Members Deceased    (5)    (3) 

 
 
*TOTAL RETIRED MEMBERS, DECEMBER 31   356        393  
       

* Membership status as of 3/31/06 
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INTRODUCTION 

 
While this information below sets forth most of the facts about the plan, it does not attempt to 
describe all provisions or limitations as they apply in individual situations.  In case of any conflict 
between the guide and the statute, Article 6243n-1, Vernon’s Texas Civil Statutes, as amended  will 
prevail.   
 
     RETIREMENT SYSTEM 
 MEMBERSHIP AND CONTRIBUTIONS 
 
MEMBERSHIP REQUIREMENTS                                                  
All cadets upon enrollment in the Austin Police Academy, and commissioned law enforcement 
officers employed by the City of Austin Police Department, as well as full time employees of the City 
of Austin Police Retirement System (after serving a 6 month probationary period); become members 
of the Police Retirement System at date of employment. 
 
CONTRIBUTIONS                                                            
Each member of the system contributes 9% of base pay bi-weekly and annual longevity pay through 
payroll deduction.  Overtime or special pay is not included.  Contributions continue unless a member 
is on leave of absence, withdraws by terminating and/or retiring. 
 
The City of Austin contributes 18% of every police member's base pay bi-weekly and 18% of 
member’s longevity pay annually.  Once it becomes a part of the retirement fund, the City's 
contribution is invested for the benefit of all active employees and made available to pay benefits at 
retirement.  Most retirees receive benefits equal to all their own contributions and interest, through 
their monthly annuity payments, within two or three years after retirement.  Because of the 
contributions made by the City and the interest earned on the Fund's investments, 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.  These contributions and interest 
earned thereof, also help in paying lifetime benefits to the surviving beneficiaries of deceased 
retirees according to their selected option and pay periodic (Ad-Hoc) cost of living adjustments 
(COLA’s). 
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RETIREMENT FUND INVESTING                                                
The COA-Police Retirement System's Fund monies are invested according to requirements 
prescribed by the system's statutory plan and further defined in the Board's Statement of Investment 
Policy and Statement Guidelines.  The investments provide returns that help fund the monthly 
retirement allowances and make benefit improvements to the system on behalf of active members, 
retired members and beneficiaries. 

 
 

SERVICE 
RETIREMENT BENEFITS 

 
 
RETIREMENT ELIGIBILITY                                                   
Normal, unreduced retirement: 
 
Members are eligible for normal, unreduced retirement when they meet one of the following age and 
service requirements: 
 
*  Any age and 23 years creditable service.  (excluding Pre-membership Military Service) 
 
*  Age 55 and 20-years creditable service.  (excluding Pre-membership Military Service) 
 
*  Age 62 and any number of creditable service years. 
 
 
CREDITABLE SERVICE                                                       
Creditable service is service that is used in computing retirement benefits.  There are seven types of 
creditable service: 
 
1. Membership Service - Eligible service during employment period where a member makes payroll 
contributions to the fund. 
 
2. Probationary Service - Eligible service purchased from commission date to retirement system 
start date in the event it has not been credited.   
 
3. Military Service - Eligible service purchased for up to two years previous active federal duty 
military service, prior to employment. A member is not eligible to use this type of military service 
credit when it has been used as creditable service in another federal or statutory public retirement 
system in Texas. 
 
4. Uniformed Leave of Absence Service - Eligible service for military leave of absence granted 
from City employment and purchased within five years of reemployment with the City.   
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5. Reinstated Forfeited Service - Eligible service for prior Austin Police Retirement System 
membership service that was forfeited by withdrawal of accumulated deposits, and repurchased 
after 24 consecutive months of membership service after police reemployment. 
 
6. Cadet Service - Eligible service purchased from date of cadet class enrollment to commission 
date in the event it has not been credited. 
 
7. Permissive Service - Eligible service of up to 60 months at 20 years of service credit or more for 
immediate retirement, excluding pre-membership military service, at full actuarial present value cost. 
 

RETIREMENT BENEFIT LIFE ANNUITY CALCULATED    
                            
Basic retirement benefit Life Annuity is calculated using the following formula: 
 
  

$5,700.00 
Average monthly salary for highest 36 months of last 10 years 

of contributing service 
 
   23   x 3.0% =        $3,933.00               
 Total years of membership service            Basic monthly benefit amount                
  
 
3.0% multiplied by years of membership service times averaged monthly salary for the highest 36 
months of the last ten years of contributing service by payroll deduction.   
 
 
RETIREMENT OPTIONS 
                                                      
The Police Retirement System provides several options under which monthly benefits may be paid.  
The options below require verifiable information to be submitted to the Pension Office for calculation.  
Please note:  A member may not change their chosen option after they have already retired. 
  
Life Annuity  
Monthly retirement annuity payable only to the member for life with no survivor benefits. 
 
Option I - 100% Joint and Survivor Annuity. 
This is a retirement annuity payable monthly as long as you live.   
At your death, your surviving beneficiary will receive the same annuity amount.  
 
Option II - 50% Joint and Survivor Annuity. 
This is a retirement annuity payable monthly as long as you live.  
At your death, your surviving beneficiary will receive one-half the annuity amount. 
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Option III - 66 2/3% Joint and Survivor Annuity. 
This is a retirement annuity payable monthly as long as you live.  
At your death, your surviving beneficiary will receive two-thirds the annuity amount. 
 
Option IV - Joint and 66 2/3% Last Survivor Annuity.      
This is a retirement annuity payable monthly as long as you live.   
At either your death or the death of your beneficiary, the last survivor of the two will receive 
two-thirds of the annuity amount.  
 
Option V - Fifteen year Certain and Life Annuity 
This is a retirement annuity payable monthly as long as you live.   
If your death occurs before you have received 180 payments, your designated beneficiary or 
estate will receive the remaining monthly  payments.   If you are still living after receiving the 
180  payments, payments will  continue until your death.  
   
The options that include benefits to a survivor are figured according to the ages of both member and 
surviving beneficiary included in the plan.  
A member's benefit is permanently reduced if an option is chosen that provide survivor benefits to a 
beneficiary.  This reduction is applied to the member's basic benefit relative to the option the 
member chooses.  
The reduction of member benefits is necessary to pay for the continued benefits the surviving 
beneficiary is expected to receive. 
 
 
RETROACTIVE  DEFERRED  RETIREMENT  OPTION  PLAN                          
The retroactive deferred retirement option plan, referred to as RETRO DROP Option, is a one-time 
benefit paid at retirement with a reduced monthly retirement benefit.  To be eligible a member must 
qualify with a normal service retirement of 23 years at any age, excluding pre-membership military 
service credit. The maximum amount of service to be used in computation of the RETRO DROP 
after normal service retirement of 23 years, excluding pre-membership service credit is 36 months. 
 
On the election of RETRO DROP and the selection of the RETRO DROP benefit computation date, 
the member’s monthly retirement option is computed as if the member had retired on the RETRO 
DROP benefit computation date. The RETRO DROP benefit balance will include the accumulated 
monthly benefits after 23 years with retiree COLA’S, multiplier increases, member contributions and 
a 5% simple interest calculation on December 31st for balances on deposit as of January 1st of the 
same calendar year.    
 
A member who elects RETRO DROP receives a one-time benefit with a reduced monthly retirement 
benefit at retirement date. 
 
Certain selections of options and beneficiary designations other than a surviving spouse may have 
adverse consequences under the Internal Revenue Code of 1986, which may cause a reduction in 
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the amount of benefit payable.  You are urged to consult your attorney or tax advisor prior to a final 
selection of an option. 
 
 
RETRO DROP BALANCE OPTION PLAN or (PROP) Post Retirement Option Plan   
Instead of a single lump-sum payment, a member may elect to receive partial payments from the 
member’s RETRO-DROP account for each calendar year, in an amount elected by the member. The 
board may establish procedures concerning partial payments, including limitations on timing and 
frequency of those payments. A member who elects partial payments may, at any time, elect to 
receive the member’s entire remaining RETRO DROP account balance in a single lump-sum 
payment, with the payment to be made under rules adopted by the board. 
 
If a member elects partial payments, the member’s RETRO DROP account shall be credited with 
earnings or losses of the system while funds remain in the account. These earnings or losses will be 
determined at an annual rate established under a rule adopted by the board, which can be amended 
by board rule. 
 
RETIREMENT OPTION'S AFFECT ON BENEFICIARY                                
If a member selects the Life Annuity, the monthly benefit stops at the death of the member. At that 
time an amount equal to the excess, if any, of the member's accumulated deposits over the amount 
of payments made to the member will be paid in a lump sum to the member'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 in the option will be paid to the designated beneficiary for life.  If the designee does 
not survive the member, monthly benefits cease.  The amount equal to the excess, if any, of the 
members accumulated deposits over the amount of payments which have been made to both the 
member and the beneficiary combined will be paid in a lump sum to other designated beneficiaries, 
or to the estate of the deceased member. 
  

DISABILITY 
RETIREMENT BENEFITS 

 
DISABILITY ELIGIBLITY                                                    
To be eligible for disability retirement, the applicant must be unable to perform employment duties 
due to medical or emotional restriction’s and/or diagnosis.  The disability must be considered a 
permanent job performance disability.  The disability must also be subsequent to the member’s 
effective date of membership AND, 
 
    1) if a member with less than 10 years of creditable service has, become mentally or physically 
incapacitated for the performance of the employment duties the member had immediately before 
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incapacitation as a direct result of injuries sustained subsequent to the member’s effective date of 
membership in the Police Retirement System, the member may apply for disability retirement. 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 employment duties with the City or 
with the system;  that it is likely to result in the member’s inability to perform the duties of a position 
offered to the member in the system, the police department, or any other department in the City; that 
pays as much or more than the current pay of the position the member was holding on the date of 
the member’s disability. 
 
 2) if a member with more than 10 years of creditable service 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 show that the incapacity is likely to result in the member’s 
inability to perform the duties of a position offered to such member in the system, the police 
department, or any other department in the City; that pays as much or more than the current pay of 
the position the member was holding on the date of the member’s disability.   
 
Disability applications are presented to the Disability Committee, whose recommendations are 
reported to the Retirement Board.  The Board has the final authority in granting disability retirement 
benefits. 
 
 
COMPUTATION OF DISABILITY BENEFIT                                        
On award of disability retirement benefits, the member shall receive a disability retirement computed 
in the same manner that a service retirement benefit would be computed at the member’s normal 
retirement date, based on average final compensation and creditable service at date of disability 
retirement without reduction for early retirement. If the disability is a direct or proximate result of the 
performance of the member’s employment duties with the system or the city, then the disability 
retirement benefit will be subject to a minimum benefit based on average final compensation at date 
of disability retirement and 20 years of service.  
A member approved for a disability retirement benefit will have the option to select an unreduced 
basic Life Annuity; 100% Joint and Survivor Annuity; 50% Joint and Survivor Annuity; 66 2/3% Joint 
and Survivor Annuity; Joint and 66 2/3% Last Survivor Annuity;  and Fifteen Year Certain and Life 
Annuity. 
 
Disability retirees are required annually to provide proof of continued disability and financial need to 
the Retirement Board.   
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DISABLILTY BENEFIT LIFE ANNUITY CALCULATED                              
Disability retirement benefit Life Annuity is calculated using the following formula: 
 

$5,700.00 
Average monthly salary for highest 36 months of last 10 years 

of contributing service 
 

            20                        X 3.0% =           $3,420.00                
 Total years of membership               Basic monthly benefit amount service 
 
3.0% multiplied by years of membership service times averaged monthly salary for the highest 36 
months of the last ten years of contributing service by payroll deduction. 
 
 

DEATH & SURVIVOR BENEFITS 
 
FOR RETIREE OR ELIGIBLE RETIREE’S BENEFICIARY                            
At the death of a retiree, a tax free death benefit of $7,500 is paid to the designated beneficiary(ies) 
or estate. 
At the death of an active member eligible to retire, a taxable death benefit of $7,500 is paid to the 
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 eligible for retirement, the designated beneficiary(ies) is entitled to a lump sum payment 
consisting of a return of the member's accumulated deposits (contributions and interest) and a death 
benefit from the Fund of an amount equal to the deposits. The lump sum payment may not be less 
than $7500. When the $7,500 minimum is payable, the amount payable from the Fund is $7,500 
minus the accumulated deposits standing to the member’s credit. 
 
At the death of a vest 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 payments begin, their beneficiary 
would receive in a lump sum amount twice the deceased vested members’ accumulated deposits. 
 
If a member has met the requirements of retirement eligibility prior to death: The surviving 
designated beneficiary will be entitled to receive monthly payments under a retirement option in lieu 
of the return of the member’s accumulated deposits and lump sum death benefit.  
 
In the event a member who is eligible for service retirement dies without making a written option 
selection, and the member leaves a surviving spouse.  The surviving spouse may select a retirement 
option in the same manner as the member would have made or may select a lump sum payment 
equal to twice the member’s accumulated deposits.   
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If there is no surviving spouse, the deceased member's beneficiary may elect to receive payment 
under Option VII, a Fifteen Year Certain and Life Annuity, which will pay monthly benefits for a 
period of fifteen years, or a lump sum payment equal to twice the members accumulated deposits. 
 
When monthly benefits are payable in lieu of a lump sum, a $7,500 taxable death benefit will be paid 
to the beneficiary(ies). 
 
SELECTION OF RETIREMENT OPTIONS AND DESIGNATING A BENEFICIARY            
Within one year prior to the date on which a member becomes eligible for service retirement, the 
member may file with the board the member’s written statement either selecting a retirement option 
or designation of beneficiary.  The member will retain the right to make a final selection of retirement 
option or designation of beneficiary until the date of retirement. 
 
 

 
HEALTH INSURANCE 

 
Basic medical and dental insurance coverage is available through the City of Austin Human 
Resources Benefits Division. 
 
Retirees have several choices of insurance carriers and coverage options.  Any questions about 
carriers and plan coverage choices should be directed to the City of Austin Benefits Office at One 
Texas Center, 505 Barton Springs, Rd., Ste. 600, Austin, Texas  78704. or, P.O. Box 1088, Austin, 
Texas 78767 or by phone at (512) 974-3284.   
 
 
  

LEAVING THE SYSTEM 
 

 
DEFINITION OF A VESTED MEMBER                                            
When you have attained ten years of creditable service, you become a vested member of the 
retirement system.   
 
This means that you have a right to receive a monthly annuity when you reach retirement eligibility.  
Even if you leave the City Police employment before reaching eligibility, if you are vested, you can 
decide to leave your contributions in the system and begin drawing your annuity when you reach 
age 62, or when you meet other age and service requirements for retirement eligibility.   
 
It is important to note that, although retirement contributions for inactive members draw interest, the 
inactive member’s multiplier can increase during the years between the member's termination and 
retirement, but no cost of living increases are applied. 
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RETIREMENT BENEFITS RETURNED TO MEMBER                                                  
When you leave the City as a cadet or a commissioned officer, you will fill out a refund form telling 
the Pension Office which option form you wish, when you want to receive your retirement 
contributions and where you want them to be sent.  Your choices will be: 
 
1.  Have your contributions refunded as soon as you terminate employment.  Your retirement 
contribution refund check will be issued two weeks after you receive your final check.  It will be 
mailed to the address on the refund form.  (Federal Income Tax will be withheld on all untaxed 
contributions and interest at 20% of the total taxable amount.) 
 
2.  You may decide to leave your contributions in the retirement system through the end of the 
calendar year.  By doing this, you will receive interest on your contributions.  Once the year has 
ended, your refund check will be issued to you in January.  (Federal Income Tax will be withheld on 
all untaxed contributions and interest at 20% of the total taxable amount). 
 
3.  You may have your contributions transferred to an I.R.S. qualified retirement plan through a direct 
rollover by leaving a letter of transfer with the Pension Office.  (Federal Income Tax will not be 
withheld but the monies will be made payable and moved to the qualified retirement plan on your 
behalf). 
 
4.  If you have ten or more credit service years, you can choose to take advantage of your vested 
right to an annuity when you reach retirement eligibility.  If you indicate that you want to vest your 
benefits, your contributions will remain in the retirement system until you reach retirement eligibility 
and request that your monthly annuity begin.  Your contributions will continue to earn interest until 
your monthly annuity begins.  One thing to remember should you choose vesting is when you reach 
eligibility, your benefits will be based on the eligibility in effect at the time you terminated 
employment.  You will receive the current multiplier but no cost of living increases will be applied to 
your benefits after you leave City Police employment and before the date your annuity payments 
begin. 
 
 
RETIREMENT REFUND CHECKS ISSUED AFTER WITHDRAWING CONTRIBUTIONS          
With your final paycheck, one final contribution will be made to the retirement fund.  After that check 
is issued, the exact amount of your total refund can be determined.  Retirement refund checks are 
issued every two weeks, at the same time regular payroll checks are issued.  Therefore, a member’s 
retirement refund check will be issued the payday following the issuance of that member's final 
paycheck.  NOTE:  Your final time sheet must be properly coded before your retirement refund 
check can be issued.  If you have ten or more years of service at termination, contact the Pension 
Office regarding your option to receive a vested accrued retirement benefit.   
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LEAVING THE CITY AND WITHDRAWING ACCUMULATED DEPOSITS                    
Every payday the City contributes an amount to the retirement fund that is 18% of the total of all 
members payroll.  This money becomes a part of the retirement fund.  Whereas each member’s own 
contributions are individually accounted for, the amount paid in by the City belongs to all the 
members of the retirement system and is not specifically assigned to individual members. 
 
When you leave police employment before becoming eligible for retirement, all of your own 
contributions and interest are returned, however no City contributions, or interest earned, will be paid 
to you. 
 

 
FUND INFORMATION 

 
RETIREMENT FUND LOANS AND WITHDRAWALS                                    
The Austin Police Retirement System is an approved I.R.S. qualified 414h defined benefit plan 
designed to provide income to members who retire from the City.  Because of this, APRS members 
are not allowed, by Federal law, to borrow or withdraw funds as long as they are still employed. 
 
 
DETERMINING INTEREST ON YOUR CONTRIBUTIONS 
 
The Board of Trustees annually determines the amount of interest paid on members’ accumulated 
deposits, taking into consideration the performance of the fund’s investments and the actuary’s 
recommendations. The actuary considers what funds are necessary to pay all the benefits that 
retirees and their surviving beneficiaries are entitled to, as well as the expected liability for current 
members who will someday retire. 
 
Retirement interest is paid on December 31st, based on the amount each member has in the Police 
Retirement System on January 1st of the same calendar year. 
 
DETERMINING YOUR COA-POLICE RETIREMENT SYSTEM'S DEPOSIT AMOUNT           
Members receive an ‘Annual Statement’ from the Austin Police Retirement System in January each 
year which provides information on total accumulated deposits and interest along with total 
creditable service. 
          
 

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 retirement, a retirement counselor will prepare a 
schedule of your benefits under each of the options and assist you in your preparation to retire. 
 
The Pension Office personnel can be reached at (512) 416-7672 and their address is 2520 South 
I.H. 35, Suite 205, Austin, Texas 78704. 
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IMPROVEMENTS TO SYSTEM 

(Last 15 Years) 
 
AUGUST 1991 
 
The governance of the system changed from city ordinance to state law. The maximum annual cost-
of-living increase, which can be granted to retired officers, was increased to 6% from 4%. 
 
 
NOVEMBER 1992 
 
A full time Pension Administrator 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% to 14%. 
 
 
SEPTEMBER 1995 
 
Provision added for retirement eligibility with unreduced benefits to include members who have 25 
years of creditable service. 
 
Benefit formula multiplier was increased from 2.3% to 2.8%. 
 
Special increase granted to retirees based on benefit formula multiplier in use at  date  of 
Retirement. 
 
The retiree death benefit is increased to $5,000 from $2,000. 
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OCTOBER 1995 
 
The City's contribution rate was increased from 14% to 16%. 
 
 
OCTOBER 1996 
 
The City's contribution rate was increased from 16% to 18%. 
 
SEPTEMBER 1997 
 
Benefit formula multiplier was increased from 2.8% to 2.88%. 
 
Special Ad hoc increase granted to retirees based on benefit multiplier 2.88% divided by benefit 
multiplier 2.8%, minus one, and multiplied by 100. 
 
The retiree death benefit is increased to $7,500 from $5,000. 
 
Retroactive Deferred Retirement Option Plan (RETRO DROP) provision added for retirement lump 
sum distribution with a reduced benefit.  
 
 
APRIL 1998 
 
Officers who had non-membership time after they were enrolled in Cadet class are now able to buy 
back that non-membership time as retirement service credit. 
 
Cadets are now members of the retirement system at enrollment date and upon contributing 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.  
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JULY 2000 
 
Benefit formula multiplier was increased from 2.88% to 3.0% 
 
Special Ad hoc increase granted to retirees based on benefit multiplier 3.0% divided by benefit 
multiplier 2.88%, minus one, and multiplied by 100. 
 
SEPTEMBER 2001 
 
Provision added for retirement eligibility with unreduced benefits to include members who have 23 
years of creditable service excluding pre-membership military service. 
 
Post Retirement Option Plan (PROP) provision added for members who select the Retroactive 
Deferred Retirement Option Plan (DROP)and instead of receiving a single lump-sum payment, elect 
to receive partial payments from the member’s DROP account for each calendar year, in an amount 
elected by the member.  
 
 
SEPTEMBER 2003 
 
IRS code adopted to allow the retiree death benefit amount of $7,500 to be distributed to beneficiary 
of retired member as a Tax Free lump sum amount.  
 
Permissive Service Credit provision added, which allows members to purchase at 20 years of 
service, additional time, minimum of three years service credit needed to retire at normal retirement 
eligibility (23 years) at actuarially neutral cost to the ‘System’.    
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NOTES 
 




